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Usdaw is the UK's fifth largest union, representing around 365,000 members across the UK.
Most of our members work in the retail sector but we also have a substantial membership in
the distribution, food manufacturing, pharmaceutical and home shopping sectors.

Usdaw holds national agreements with four of the UK's biggest food retailers — the Co-op,
Morrisons, Tesco and Sainsbury's, and we also have recognition with Asda for all stores in
Northern Ireland as well as the Asda Express stores in England, Scotland and Wales. In the
non-food sector we negotiate pay with Argos, Next Distribution, Ocado and Poundland
nationally, as well as Primark in Northern Ireland. We also hold a range of agreements
covering food manufacturing and distribution sites at national and local level.

Usdaw welcomes the opportunity to submit budget representations to Government for the
Autumn Budget 2025. While the headline figures show inflation has eased, it remains above
target, and for low paid workers the cost of living crisis has not abated, with many Usdaw
members still struggling to make ends meet. Following consultation with our members, both
directly and through their representatives in the Union, we have developed a number of policy
suggestions to improve the lives of working people across the industries in which we represent
members and to help unlock the economic growth that the country needs.

These policies cover the following key areas:
e A Plan for the Future of Retail.

e The Cost of Living Crisis.

e Childcare.

e Universal Credit and Social Security.

Usdaw recognises that the Government has inherited an extremely challenging economic
situation after long-term underfunding of public services, and that the path to rebuilding the
country will be a difficult one. Usdaw believes that a fairer tax system is needed so that we
can rebuild our public services without placing additional burdens on low paid workers. There
is strong public support for the idea that the wealthiest should pay their fair share of tax.
We believe that this is something the Government needs to consider in detail and so we are
calling for an urgent review to consider options for reforming and rebalancing the tax system,
alongside tightening up of anti-avoidance measures and enforcement.

1. APLAN FOR THE FUTURE OF RETAIL

Retail is a crucial driver of employment and investment in the UK, directly employing
2.8 million people with a further 1.5 million jobs reliant on the success of the industry.
The sector accounts for close to 10% of all jobs in the British economy. It is clear that the
wide scale and scope of retail offers huge potential to the UK economy, but in order to
reach its full potential to we need action from Government on a number of key issues.

In recent years the cost of living crisis has intensified various systemic pressures facing
the sector. Retailers continue to face a challenging trading climate through a combination
of reduced consumer spending, supply chain issues and rising energy prices. The sector
has lost 100,000 jobs over the past year alone, with more than 10,000 store closures.

The Government has detailed plans to support retail through a new permanent business
rates reduction which Usdaw welcomes, however a number of retailers whom Usdaw has
agreements with have expressed grave concern for how the introduction of the higher
multiplier (for retailers with a rateable value above £500,000) will impact on the wider retail
sector.



Itis deeply concerning that British Retail Consortium (BRC) have forecast 400 large format
stores are at risk of closure, if they are subjected to the proposed higher multiplier. This
has real world consequences — research from the Retail Jobs Alliance highlighted that the
1% of stores that will currently be impacted by the higher multiplier employ over one third
of all employees in retail. In addition, these stores currently provide over half of the entire
business rates bill for the sector, even prior to the 2026 re-evaluation.

Alongside action on the higher multiplier and business rates reform, there are several
issues affecting the Retail High Street, which Usdaw believes requires urgent attention in
the Budget:

e Exclude retail shops from the new higher rate multiplier for properties with a
rateable value over £500,000. Retail already pays more than its fair share of the
business rates bill. The treasury should look to increasing rates of those sectors, such
as commercial buildings and online only retailers, where business rates are much
lower. This will help to level the playing field in business rates to protect retail stores
and jobs, which make up a crucial part of the local and national economy and labour
market.

o Reform of UK tax law to ensure that companies pay their fair share of tax through
tackling tax avoidance and the use of offshore havens, with the aim of creating
a level playing field between online and high street retailers. Research shows that
e-commerce companies are likely to pay three times less corporate income tax than
large brick and mortar retail chains. On the issue of tax evasion, HMRC estimates that
the amount of tax owed and what the Government collects, has grown to nearly
£47 billion'. The Government has announced plans to raise a further £7.5 billion
through its measures to close the tax gap but Usdaw is clear that this must include tax
avoidance which has been particularly problematic when it comes to big global
companies like Amazon, who are able to shift their profits to low tax countries.

« Additional funding for local authorities so councils can plan ahead and invest in
their local economy, transport networks and high streets. Research from the
Local Government Association (LGA) highlights that Councils could face a funding gap
of more than £8 billion by 2028/29 due to unprecedented financial and service demand
pressures. Figures also show that by 2024/25 cost and demand pressures will have
added £15 billion (almost 29%) to the cost of delivering council services since 2021/22.
Councils have had to find billions in savings as a result of increasing demand and costs
for services alongside spending power being reduced in real terms by around a fifth
from 2010/11 to 2024/25.

e Investment in skills for retail workers, with an in-depth assessment of emerging
trends and potential skills shortages/gaps within the sector. Automation and
Artificial Intelligence are fundamentally changing the retail landscape and retail
workers need to be able to adapt to these changes. The UK Government has
committed to fundamentally reforming the Apprenticeship Levy into a Skills and Growth
Levy, alongside the establishment of a new body Skills England. We look forward to
working with Government on the details to help drive forward training opportunities and
to ensure that the skills policy is aligned with key sectors, including retail. This should
include the inclusion of more high quality short courses, with a focus on upskilling new
and existing staff and the option to fund important costs outside of training (such as
non-statutory training to enable people and workers to access apprenticeship courses).
The Government should also give serious consideration to reintroducing the Union
Learning Fund (ULF) in England, which played a pivotal role in improving the skills and

1 https://www.gov.uk/government/news/tax-gap-estimated-at-53



qualifications of workers in the sector. Research from the TUC has evidenced the cost
to benefit ratio of the ULF in helping to secure long term growth of the UK economy?.
2. THE COST OF LIVING CRISIS

Working people continue to suffer as a result of the cost of living. This is reflected in our
most recent Cost of Living Survey results in June 2025, which received over 5,000
responses. The results highlight the extent to which this issue is still impacting our
members:

e 67% of respondents feel worse off compared to five years ago.
e 78% cannot afford to take time off work when they are ill, up from 73% the year prior.

e Atotal of 56% have struggled to pay energy bills in the last 12 months, including 18%
of all respondents who struggle every month.

e Atotal of 48% have missed meals so they could afford to pay their bills, including 20%
of all respondents every month.

e 71% said financial worries are having an impact on their mental health.
e 30% said they feel like their children are missing out as a result of financial pressures.

The comments from our members provided in the latest survey have been as distressing
as previous years:

| work every hour of over time | get offered but still struggle with the cost of living and can
only just mange essentials things, | have no family time or time off so | can provide for my
family. (Retail worker, Yorkshire)

It is not easing at all despite what anyone says. Everything is ridiculously expensive, and
every area of life just feels harder now. Life's energy feels so heavy now, like wading
through treacle. | have answered 'never' to the above questions about missing bills or
meals because | make all those things a priority and live as frugally as possible. | do not
take expensive holidays, have haircuts or beauty treatments. | do not have any
subscriptions to Netflix/Prime etc. Everything is sourced second hand where possible.
(Female retail worker)

Being in retail | see the price changes every week things just keep going up and weight in
packages down so more money and less for it. (Retail worker, Scotland)

My daughter loves history and would love to visit London to go to the museums, but | can't
afford the train fare. Also we both wear charity clothing and use food banks. (Male retail
worker, South East)

We can't afford lots of things, we haven't been on holiday anywhere for like six years now.
| don't buy new clothes, we usually buy things of Facebook or Vinted (used clothes and
home items). We can't save any money as everything we earn, we spend on food and
bills. (Female warehousing worker, West Midlands)

| feel | am falling deeper into debt every month and can't see a way out. (Retail worker,
Scotland)

2 https://www.tuc.org.uk/research-analysis/reports/future-union-learning-fund



| have moved into a van with my partner 3 years ago and so we do not pay these things
anymore. We moved into a van because we could not afford to live in our house anymore.

(Female road transport (home delivery) worker, South West)

This is a second job for me, | have a full-time job. Without this job | would struggle to make
ends meet. (Retail worker, North West)



Usdaw welcomes the progress already made under a Labour Government in delivering a
new deal for working people, and we firmly believe that both the extended remit of the
Low Pay Commission alongside the Employment Rights Bill will be a key step forward in
addressing the cost of living crisis. Alongside this, in the Budget, we need to see targeted
support for low income households to cope with the rising cost of essential bills.

Usdaw believes that a key component of this additional support to lower income
households must be a significant increase in the rate of Statutory Sick Pay. Around half
of people on National Minimum Wage rates report receiving Statutory Sick Pay or no sick
pay at all while they are off ill, losing potentially 70% of their income. This lack of support
can all too often lead to people falling out of work and into the benefits system. The UK
continues to lag behind other countries in the level of sick pay provided to workers. Itis
notable that a range of our European neighbours who provide higher rates of sick pay also
have a better post pandemic recovery record on workforce health. Usdaw is urging the
Government to hold a formal review of the rate of Statutory Sick Pay in the next 12 months.
The Safe Sick Pay campaign is recommending at least 80% of the minimum wage
following research by Citizens Advice on the amount of that Statutory Sick Pay that would
need to be paid to ensure employees don't fall into negative budgets.

Usdaw wholeheartedly supports the significant strides the Government has made in
introducing a New Deal for Workers through the Employment Rights Bill. It is clear that
these provisions will only provide effective change for workers if they are effectively
enforced. CIPD estimates that for the Fair Work Agency to properly function it will require
an additional £300 million of funding. This is needed for employees across the UK to feel
the benefits of their new rights under the Employment Rights Bill. We would like to work
with the Government to ensure that this is reflected in the Autumn Budget ahead of the
Agency's launch in April.

CHILDCARE

Usdaw members have long struggled to negotiate hours of work that fit around childcare
and rather than getting easier over time, the challenges members face finding affordable
and accessible childcare are as acute as they ever were.

There is now an even greater demand from retail employers for flexibility from their staff,
as they revise and re-organise working hours in response to changing consumer spending
habits, the shift to online sales, the cost of living crisis and record number of store closures.

The ongoing cost of living crisis has piled pressure on low paid working parents, with the
rising costs of formal childcare increasingly putting it out of reach of the majority of Usdaw
members. Unsurprisingly, the majority of our members (67%) who are parents of younger
children rely heavily on informal care arrangements, particularly grandparents (57%) to
plug the huge gaps in availability and affordability of formal childcare. This figure is even
higher for single parents and those parenting a disabled child.

Based on a survey of nearly 3,000 members, Usdaw's childcare evidence includes:

e Difficulties in accessing childcare mean that women are twice as likely to reduce their
hours and one-in-ten parents of under-fives left work altogether.

e Grandparents, relatives, friends and neighbours provide childcare for many low paid
parents. Other couples work opposite shifts, giving them little time together.

¢ Many Usdaw members are unaware of the free childcare available. Of those who are
aware, only 55% have been able to access and use their hours.



Half of all women members of Usdaw and over a quarter of men are regularly looking after
grandchildren. Members who care for their grandchildren find it difficult to get their caring
commitments taken seriously by employers. They have told us that managers and
colleagues often overlook their caring role. All this contributes to many older workers
choosing to leave the workforce.

Women are also disproportionately affected with significant economic impacts. The
Women's Budget Group estimate that the cost and unavailability of childcare has
prevented an estimated 1.7 million women from taking on more hours of paid work due to
childcare issues, resulting in up to £28.2 billion economic output lost every year.

| can't afford to take time out of work when ill or have a family emergency, | am a mum of
three. One being young and have childcare costs to pay just to go to work in which half
my wages cover. (Female retail worker, Scotland)

| pay childcare each month that is £585 so a big outgoing just to be able to go to work.
(Female warehousing worker, 41, North West)

| can't afford to put them into holiday clubs, my grandparents luckily take care of them.
I'd be screwed without my family support. (Female retail worker, 40, North West)

The Family Childcare Trust's annual survey, released in March 2025, shows that while
there have been some improvements, there is still a childcare crisis, that costs are still too
high and that there is still not enough availability.

Historically, the cost of full-time childcare (50 hours per week) was slightly less than twice
the cost of part-time care (25 hours per week) due to providers passing on economies of
scale to parents. However, since the expansion of funded childcare in England, this is no
longer the case. While the overall cost of full-time childcare has decreased on average,
the reduction has not been as substantial as the decrease for part-time places.
This means costs are disproportionately affecting low paid workers who are more likely to
be unable to access full-time work.

The average price of an after-school club for a week is £66.48 across Great Britain, or
£2,593 a year during term time (39 weeks). The average price of a childminder after school
to 6 pm for a week is £81.26 across Great Britain, or £3,169 a year during term time.

What are we calling for:

Usdaw continues to call for a significant expansion of current provisions to better meet the
needs of Usdaw members and tprovide affordable, accessible, wraparound care from the
end of maternity leave to the beginning of school.

e 30 funded hours of flexible childcare for all pre-school age children.

Usdaw strongly welcomes the Labour Government delivering on their promise of 30 hours
of free childcare, which came into effect in September 2025. This is a landmark moment
for working parents and a clear sign of Labour's commitment to deliver real and meaningful
change.

Usdaw welcomes the commitment to increase investment in early years to more than
£8 billion next year, including a dedicated £75 million expansion grant, which will be
targeted to providers supporting the 30 hours of free childcare which came into effect last
month.



Usdaw recognises that this is a significant investment for Government but ultimately,
we want this to apply to all pre-school age children. The current measure for eligibility is
based on the National Minimum Wage or Living Wage for 16 hours a week on average
(£2,539.68 before tax if you're aged 21 or over, equivalent to £195.36 per week)>.
Therefore, some of our members who work low hours may not be eligible. While in some
cases they may be in receipt of additional support, Usdaw continues to call for 30 funded
hours of flexible childcare for all pre-school age children.

¢ Accessible wraparound care provision, including fully funded after-school clubs
available in every primary school.

Usdaw welcomes the support being introduced on childcare by the Government through
the Wellbeing and Schools Bill, particularly the option for all primary school children to
have access to free breakfast clubs. This is an important and early step towards
wraparound childcare which we know a large proportion of working people rely on.

However, it's clear that our members are having significant issues finding childcare that
enables them to work when they want and need to, which is having a continued detrimental
impact on women's economic participation and financial security. The commitment to
breakfast clubs is hugely welcome, but after school provision is also patchy and often
expensive putting it out of reach of most of our members. Therefore, we would like to see
this commitment extended to afterschool clubs (and mirrored in any proposed nursey
offering).

e Address the current 'postcode lottery' by tackling existing disparities and
variation with childcare prices and availability across the country.

The Family Childcare Trust's annual survey also highlighted that parents face a 'postcode
lottery', with childcare prices and availability varying significantly across the country.

In the English regions, the cost of 25 hours of childcare for children under two varies
substantially. Nursery costs are highest in Inner London (£92.01), which is 52% more
expensive than the lowest cost in Yorkshire and the Humber (£60.51). Childminder costs
in Inner London (£82.55) are 68% more expensive than in the East Midlands (£49.27).

¢ Raise awareness of free entitlements and benefits that support working parents
with childcare costs.

Usdaw welcomes the Government's recent launch of the Best Start in Life website,
www.beststartinlife.gov.uk, with the aim of helping to raise awareness around eligibility to
ensure working parents are not missing out on free entitlements. However, we are aware
that many parents in low income families face additional barriers on this front and find it
particularly difficult to navigate the complexities of the system.

Usdaw is calling for targeted support for lower income families, which could include
exploring the options of specialist childcare support coaches and single portals for
accessing childcare information and checking eligibility.

e The importance of meeting upfront costs for low-income families.

Any system needs to be aware of the need to meet upfront costs for low-income families.
From June 2023 a portion of Universal Credit childcare costs have been paid upfront, but
upfront payments are only available to those who are entering work or 'significantly
increasing' their hours of work.

3 https://www.gov.uk/free-childcare-if-working/check-youre-eligible
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Usdaw members can struggle to do this, because of difficulties approaching employers to
increase contracted hours and/or because of their childcare commitments, therefore
upfront costs remain an obstacle to many low income families for whom finding £100s
upfront can be extremely difficult.

3. UNIVERSAL CREDIT AND SOCIAL SECURITY

Usdaw has previously engaged with Minister Timms and, previously, Minister McGovern
on the impact of the social security system on our members. This engagement took place
in relation to the Government's review on Universal Credit and the Child Poverty
Taskforce. Over the course of many years, Usdaw has built up significant knowledge of
how the social security system can support individuals in private sector employment and
where the current provisions are holding back economic growth. We also provided formal
evidence to the Pathways to Work consultation earlier this year. We would be keen to
engage with the Timms review of the PIP assessment, sharing our unique insight as the
largest trade union representing workers solely in the private sector.

Personal Independence Payment

In our most recent Cost of Living survey of over 5,000 members (disabled and
non-disabled) conducted earlier this year, 21% report being in receipt of Universal Credit,
7% report being in receipt of PIP (all of whom are in paid employment) and only 1% in
receipt of ESA*.

The previous reforms put forward by Government in the Universal Credit and Personal
Independence Payment Bill included large cuts to sickness and disability benefits, which
were expected to result in a net reduction in social security expenditure of £5 billion a year
by 2029/30.

Usdaw is strongly of the view that whilst reform of how disability and sickness benefits are
assessed and accessed is necessary, restricting eligibility and removing entitlement from
disabled people will do nothing to improve their access to paid employment. In fact, it is
highly likely to have the opposite effect.

Personal Independence Payment enables disabled people to meet additional costs,
including costs associated with working whilst disabled eg travel to and from work.
Removing PIP and the Universal Credit health element from young disabled people, and
to those whose impairments restrict their availability for work and/or the type of work they
can do, risks pushing these groups of disabled people further away from the labour market
and deeper into poverty. Usdaw believes that funding to continue with the PIP scheme
needs to be outlined in the forthcoming Budget.

Work Capability Assessment

While Usdaw supports reform of the Work Capability Assessment, we are concerned by
the continued rumours of proposals to abolish it entirely and instead make entitlement to
both PIP and the health element of Universal Credit conditional on one single assessment
(the PIP assessment).

The assessments are intended to measure different things. One measures the support a
person needs to carry out day-to-day personal care tasks, some of which are intimate in
nature. The other is intended to assess what, if any, limits, a person's impairment(s) places
on their ability to carry out any form of paid work. These differences reflect the purpose of
the benefit payment. PIP is intended to help a person meet the significant, additional costs

4 Usdaw cost of living survey, June 2025
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of living with a disability, whereas the Universal Credit health element (or NS ESA) is
intended to replace lost earnings as a result of limited capability for work.

Neither as they currently stand are, in our view, fit for purpose. Both are particularly
ineffective at assessing the impact of particular impairments on a person's daily living and
ability to work, such as mental iliness and neurodivergence. However the Work Capability
Assessment, despite its fundamental flaws, does at least allow for the fact that a person's
impairment(s) can limit their capacity for paid work and especially the fact that for some,
their impairment means they are simply unable to work at all. This protects them from
work search requirements and other forms of conditionality and sanction. Usdaw is
concerned by the lack of clarity on how capacity for work will be assessed under the new
reforms.

Eligibility for Entitlement to the Daily Living Component of PIP

Usdaw was strongly opposed to the proposals laid out in the Universal Credit and Personal
Independence Payment Bill restricting eligibility for the daily living component to those who
'need it most', and in so doing removing entitlement from those whose disability or
impairment nevertheless has a significant impact on their ability to carry out everyday
tasks. It is estimated that this change alone will affect 1.5 million disabled people, each of
whom would lose on average £100 a week.

It is our belief that as a benefit specifically designed to assist with the additional costs of
living as a disabled person, PIP should be paid to disabled people who are assessed as
needing it and should not be restricted to those who need it most.

Passported Benefits and Carer's Allowance

PIP is a passporting benefit and so a person who loses PIP may lose entitlement to other
benefits and exemptions, most notably PIP can give rise to council tax reductions and
support and exemption from the benefits cap. Unpaid carers would also lose entitlement
to Carer's Allowance should the person they care for lose entitiement to the daily living
component.

Meaningful Employment Support

We welcome the Government's acknowledgement that 'health related economic inactivity'
cannot be addressed without wider reforms and a significant investment in funding. We
further welcome the additional £1 billion funding investment into shaping a new 'pathways
to work' employment support offer.

We also welcome the consistent linking between the desire for 'good work' and the actions
the Government is taking through the Employment Rights Bill. However, there must be
clear consideration of the staging of implementation of provisions contained within the
Employment Rights Bill, with some key rights not coming into effect until late 2027, with
any changes to social security. We believe that urgent work needs to be done to bring the
implementation of both sets of measures closer together.

However, we remain concerned by the Government's current position to continue to use
sanctions and conditionality 'to underpin the expectations of engagement'. The continued
use of or threat of sanctions and conditionality undermine all of the above stated principles
and objectives that are essential to an effective support scheme for disabled people.

As noted above, the low rates of Statutory Sick Pay continue to hold back participation in
the workplace and we believe that a review of the rates of Statutory Sick Pay should be
conducted in the next 12 months.
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Removing Arbitrary Age Restrictions

Usdaw opposes the proposal to restrict access to the Universal Credit health element until
a disabled person reaches the age of 22. Rather than multiplying the injustices arbitrary
age restrictions necessarily entail (and of which the UK's social security system already
contains too many) payments should be based on need. The fact that there are a growing
number of sick and disabled young adults does not objectively justify decisions to restrict
support. As we have said previously, the Universal Credit health element is a payment
that is meant to boost income lost through the restricted capacity to earn because of
disability, and the cost of living for young adults is the same as for older adults.
Government proposals to raise the age at which you can claim the health element of
Universal Credit from 18 to 22 will cause further hardship and increase distress for young
disabled workers.

Usdaw's recent survey found that the majority of respondents aged under 22 are
contracted to the National Living Wage of £12.21 or just above (£12.45) and work an
average of 16 hours a week, with some contracted to just 8 hours a week.

The majority say they cannot afford to take time off work when ill. Whilst the removal of
waiting days and the extension to workers of Statutory Sick Pay under the LEL in the
Employment Rights Bill may help address this, the rate of statutory sick pay remains too
low. Furthermore, and as noted above, these changes are not expected to happen until
sometime next year, with unfortunate suggestions that it may be October 2026 at the
earliest.

A more detailed report of Usdaw's position can be found in our formal consultation
response to Pathways to Work: Reforming Benefits and Support to Get Britian Working

Again.

Universal Credit — Four Weekly Pay v Monthly Assessments

The assessment and payment of Universal Credit is monthly by design. However a
significant number of working claimants (around a third) are paid either weekly, fortnightly
or four-weekly. This mismatch has a significant detrimental impact on every working
claimant who is paid weekly, fortnightly or four-weekly.

When being paid four weekly, workers receive 13 'pay days' per year, and therefore there
is one month every year where Universal Credit claimants on this payroll frequency receive
two payments in one Universal Credit assessment period. This leads to either a dramatic
reduction in Universal Credit payment the following month, or for the payment to be
reduced to £0, which pauses the award altogether.

When Universal Credit is paused, this has a knock-on impact on other support for working
people that hinges on Universal Credit entitlement — in particular help with childcare.

Usdaw survey data from November 2024, shows that 70% of our members are paid
four-weekly. In fact, only one-in-five members are paid on a monthly basis. The 'rationale’
of those who devised Universal Credit was that it should be paid monthly to 'emulate’ pay
packets in the workplace. This was a misconception from the start based on limited
experience of the real lives of working people.

Four-weekly pay is a particular issue for retail workers and those employed by retailers,
for example in warehousing and distribution. Information from the Department of Work
and Pensions has confirmed that the UK employer with the greatest number of Universal
Credit claimants is Tesco — who pay their staff four-weekly.


https://usdawlive.b-cdn.net/live/media/jsnf23kw/consultationresponse2025-pathwaystowork-002.pdf
https://usdawlive.b-cdn.net/live/media/jsnf23kw/consultationresponse2025-pathwaystowork-002.pdf
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Having a benefits system that uses 12 live assessments each year to assess the level of
benefit payment, when many claimants are paid 13 times each year simply does not
represent the working lives of in-work claimants of Universal Credit.

We acknowledge that this arrangement means that Universal Credit payments are slightly
higher in the other 11 months, so overall, claimants are not worse off over the 12 months.
However the significant variation in payments results in further financial pressure and
worry on the low paid, and the administration of this outcome causes havoc to their
finances.

Usdaw feels it is grossly unfair to implement a benefit for working people that does not
recognise the lived experience of low paid workers. As such, we are calling for measures
in the Budget to tackle this long-standing issue by allowing Universal Credit to be assessed
on a weekly, fortnightly or four-weekly basis.

Claimant Commitment and the Administrative Earnings Threshold (AET)

From 13 May, people claiming Universal Credit and working fewer than 18 hours a week
have been expected to look for more work, whereas previously this was set at 15 hours
per week.

The 18 hours a week applies to people earning the minimum wage. Those who work fewer
hours at a higher rate of pay must still meet the Administrative Earnings Threshold (AET)
set by the Government which is £892 (the monthly pay for someone working 18 hours at
the minimum wage).

While, through our negotiations, Usdaw has ensured that many retail staff are paid above
the minimum wage, many are paid just above, so there is still a need for them to work very
close to 18 hours or they will not meet the AET.

Many workers in retail are on part-time contracts of 14 to 16 hours. For example, Usdaw
has an agreement with Tesco, the UK largest private sector employer that all workers are
offered a contract of a minimum of 16 hours per week. These contracts were negotiated
in the knowledge that they would be adequate to meet the AET at the start of the year,
and now the goal posts have been moved. Therefore, these workers are now required to
meet a work coach and seek extra hours at work, or face sanctions.

Usdaw has been working with retail employers to support these workers. But we believe
that the strain placed on working people by this shift in policy, who are already under
considerable stress due to the cost of living crisis, is unfair. Furthermore it cannot be
expected for employers to simply find additional hours for these workers on a consistent
basis. To find an additional two hours for a worker who is contracted to work 16 hours per
week may result in the removal of two hours of overtime from another worker. It could also
be that the only hours which can be found would be on a day when the worker is not
already working.

Usdaw has worked with employers to provide workers with release from their job to be
able to meet with a work coach if necessary, however this could impact on workplace
productivity, results in lost staff time and creates a burden on businesses, particularly in
small stores where there is not a ready supply of available cover.

RTI Inaccuracies Causing Issues of Under and Overpayments.

Usdaw has long heard of inaccuracies in Real Time Information (RTI) data causing issues
for claimants of UC. In particular the difficulties around fluctuating pay, and the potential
for errors with shift payments, which are then corrected in the next month's pay, alongside
general inputting errors from employers.
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In our Cost of Living Survey of members, carried out in June 2024, Usdaw asked members
about their experiences of the accuracy of the RTI payment system and if this was causing
them hardship.

Over 1,250 survey responders told us they claim Universal Credit. Of these, 23.3%
reported that they have had issues with their Universal Credit claim because the details of
their household's total pay have been wrong at the Department for Work and Pensions (or
shown as an incorrect date). 17% of Universal Credit claimants who responded said they
were having deductions taken from their Universal Credit payments as a result of previous
overpayments.

28.8% of Universal Credit claimants who responded said that inaccuracies caused by the
RTI system had resulted in their families experiencing financial difficulties.

Usdaw accepts that the RTI system was created in an effort to reduce inaccuracies, but
the evidence suggests that this overburdensome system is not delivering for working
claimants. There is therefore a need to rethink how to assess pay for low income claimants
of Universal Credit, something that could have a significant impact on improving this
broken system.

Five Week Wait
Universal Credit has a five week wait before the first payment built in by design.

The assessment cycle designed to include a monthly payment in arrears 'to mirror the
world of work' is seen as central to Universal Credit, and it is this that results in the five
week wait for the first payment (a month for assessment and a few days for administration).

However, in the world of work not everyone is paid monthly, and Usdaw's own analysis
shows that the majority (77%) of Universal Credit claimants who are in work are paid either
weekly or four-weekly in their job.

The Government argues that an advance payment can be requested, and this is the
solution to the five-week wait. However, this is actually a loan and has to be paid back as
a deduction from future Universal Credit payments. This essentially means that someone
is starting their Universal Credit claim in debt. Figures from our June 2024 cost of living
survey show that over half of Universal Credit claimants are having deductions taken from
their Universal Credit. Universal Credit is clearly meant to ensure that an individual can
afford the day-to-day essentials. Whilst we appreciate the measures in the budget to cap
the amount that can be deducted from any Universal Credit payment, the impact of half of
claimants facing deductions means that the system is not delivering the money necessary
for people to live.

Two Child Limit

The Two Child Limit means that families cannot claim Universal Credit or Child Tax Credit
for any third or subsequent child born after April 2017. It was designed to force parents of
larger families to find a job or work more hours, but academic studies showed its
main function has been to impoverish families rather than increase employment.

It is estimated that one-in-four children in some of England and Wales's poorest
parliamentary constituencies live in families left at least £3,000 a year out of pocket as a
result of the policy. More broadly, the policy has been a major driver of deepening poverty
among low income families and is believed to affect about 1.5 million children. Within the
2024 Manifesto, Labour committed to reviewing Universal Credit to ensure it tackles child


https://www.theguardian.com/society/2023/jun/01/two-child-limit-on-uk-welfare-benefits-has-failed-to-push-parents-into-jobs
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poverty and makes work pay. It is difficult to see how this commitment can be delivered
without lifting the two child limit.

According to the Institute for Fiscal Studies, reversing the two child cap entirely would cost
£2.5 billion per year and pull 540,000 children out of poverty.

In the most ethnically diverse constituencies 14% of children are hit by the cap, compared
to just 8% in the areas with least minority ethnic people, reflecting its disproportionate
impact on religious and racial groups more likely to have larger families.

Taper

Current level of the Universal Credit Taper is 55p (55%) — the Government reduced the
rate from 63p in the 2021 autumn budget.

If you are working and claiming Universal Credit, once you are earning above the work
allowance, your Universal Credit payment will be reduced by 55p for every net £1 you
earn.

e Eg a single person (no children) is entitled to a Universal Credit payment and has no
work allowance. During their assessment month they earn £240. This means their
Universal Credit award will be reduced by (£240 x 55p) £132.

e As such, they will only earn 45p per £1 until their Universal Credit payment is
exhausted.

Individuals who have responsibility for a child, or limited capacity to work, are given a work
allowance, which is £379 per week if housing costs as part of the Universal Credit award,
or housing costs are paid by the Local Authority because a claimant is in temporary
accommodation. If housing support is not being received, eligible claimants have a work
allowance of £631 per week. The taper rate only applies above the work allowance for
eligible claimants.

Furthermore, the taper rate is paid in addition to Income Tax and National Insurance, for
workers earning above the lower earnings limits. Therefore, a worker on £13,000 and
entitled to Universal Credit would pay 20p income tax on each additional £1 earned, 12p
National Insurance and 37p loss of Universal Credit. Therefore, they would effectively be
taxed 69p on every £1 earned. This is a higher effective tax rate than for a worker earning
£100,000, who would pay an effective tax rate of 62p, and a worker earning £150,000 who
would pay a tax rate of 47p.

When the Government cut the taper rate from 63p to 55p in 2021, this was estimated to
cost £3 billion per year in spending. The cut benefited 2.2 million families who were on
average £1,000 per year better off.

Usdaw has experience of members choosing not to received bonus payment or other
additional payments as a result of the financial loss caused by, and the complexities of,
the Universal Credit system. In 2021, the Union agreed a Special Recognition Payment
of 3% of contractual annual pay in Sainsbury's. This was worth over £530 for full-time
employees. Within the briefing documents it stated, 'If colleagues do not wish to take the
cash payment they opt to receive 50% of the value in Love It awards instead. To take this
option colleagues should complete the Payment Waiver form on OurSainsbury's by 5 pm
on 4 April 2021.' The reason members were choosing not to take the payment was a result
of Universal Credit. Therefore some of the lowest paid workers missed out on a bonus
payment they had rightly earned. This was not a one-off scenario, with companies such
as Tesco and Co-op also offering employees ways to 'opt-out' of earned bonus payments,
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something that was done as a result of individual's fear of the impact on their Universal
Credit payment.

The current taper rate system is causing workers to reject bonuses, additional hours or
temporary increases in responsibility as any increase in take-home pay being offset by a
significant reduction in their Universal Credit payment as well as potentially causing
ongoing issues with their Universal Credit claim.

This is holding back economic growth as well as in-work progression and must be fixed.
Work Allowance

e If you have a child, or if you have a 'limited capability for work' you are entitled to a
'‘work allowance' before the taper starts to be deducted from your Universal Credit
claim.

e Forthose under 25, the monthly allowance is £316.98, and for those 25 and over, it is
£400.14. For couples, the amount is £497.55 for those under 25 and £628.10 for at
least one partner aged 25 or over.

¢ You keep all of your pay within your work allowance before the 55p per £1 is applied.
e However only one work allowance is allowed per household even if both partners work.

Work allowances do not apply to everyone, since 2016 they are restricted to only those
with a disability or a child. The work allowance should be applied to all claimants.

Targeting increases in the work allowance and/or reductions in the taper to those who are
more responsive to incentives could encourage greater take-up of jobs and additional
hours. Single parents and second earners in couples with children tend to be more
responsive to financial incentives than 'first' or main earners. But because 'first earners'
in a household may use up the one work allowance that is allowed per household, including
couples, 'second earners' may find that all their earnings are immediately subject to the
taper. The second earner is more likely to be a woman, so this disproportionately hits
them. To improve work incentives, a second earner should have their own independent
work allowance.

Sanctions

In return for receiving Universal Credit, claimants are asked to fulfil certain commitments
(known as the Claimant Commitment) such as active job seeking and attending meetings.

Failure to fulfil these commitments results in benefits being sanctioned (ie reduced or removed).

These sanctions have been widely criticised as being inhumane and ineffective. A recent
study by the Department of Work and Pensions showed that benefit sanctions have the
opposite of their intended purpose and actually slow people's progress into work. The
previous Tory government tried and failed to suppress this report to further its own agenda.

Payment to 'Main Carer' by Default
Universal Credit is paid to couples as one monthly payment by default. People in

relationships must make a joint claim into one account (of their choice) — unless a survivor
of abuse actively claims for payments to be made separately.
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This leaves women vulnerable to economic domestic abuse from their partners, where an
abusive partner is able to receive all the Universal Credit money for the whole household
into their account and keeps their partner locked in financial abuse.

Samantha Bilingham, a woman with experience of economic abuse and founder of
Survivors of Domestic Abuse (SODA) said, "This form of abuse is a powerful way to
remove a person's control and limit their choices." "Economic abuse is a massive barrier

preventing victims of domestic abuse from leaving. Without money, victims simply can't
leave.”

This could be easily overcome by simply paying every claimant individually.
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