
claimants’ full entitlements. The review has been 
looking through 600,000 potential cases of those 
who missed out. Some 122,000 people have now 
been repaid £5,000 each on average, according to 
the new figures.

The ESA failure was overseen by the then Con-
servative former secretary of state for work and 
pensions, Iain Duncan Smith, who was in post for 
all but the last few months of the period covered 
by a damning public accounts committee (PAC) 
report. Smith, also the architect of the despised 
Universal Credit system, was knighted in the New 
Year’s Honours List.

De Cordova said: “The Conservatives have consist-
ently failed sick and disabled people. The continued 
delay in righting this wrong is disgraceful.”

https://www.theguardian.com/society/2020/jan/16/people-died-benefits-error 

Shareholders benefit as 
workers suffer
Excessive company dividends are strangling the 
UK economy and UK workers suffer, according to 
academic Prem Sikka.

The average wage in the UK has been stagnant. 
The government statistics show that in November 
2019, the weekly real pay was £503 compared to 
£525 in February 2008.

Thousands die before 
being repaid benefits
Five thousand people died before they could be 
reimbursed for a government error that left chron-
ically ill and disabled benefit claimants thousands 
of pounds out of pocket, it has emerged.

Approximately 70,000 claimants were originally 
estimated to have been underpaid about £340 
million between 2011 and 2014, after being trans-
ferred from older benefits on to the Employment 
and Support Allowance (ESA) during a government 
overhaul of incapacity benefits.

The new figures which show 5,000 ill and disabled 
people died before receiving the money they were 
owed, were described as a “national scandal” by 
Marsha de Cordova, the Labour MP and disability 
rights campaigner.

The government has been conducting a review of 
cases potentially affected by the error, which arose 
when some people who were receiving incapacity 
benefit and severe disablement allowance had 
their claims converted to contributory ESA.

However, officials at the Department for Work and 
Pensions (DWP) failed to follow their own legal 
guidelines governing the transfer process, mean-
ing that in many cases they failed to properly check 
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The lack of spending power is squeezing house-
hold budgets, but the investor classes are celebrat-
ing the squeeze because it increases their returns, 
writes Sikka on the Left Foot Forward website.

In 2019, UK’s largest listed companies paid out 
a record dividend of £110.5 billion to their share-
holders. This compares to £99.8 billion in 2018 and 
£95.1 billion in 2017. 

This does not include share buybacks, which fur-
ther increase returns to shareholders. In any typical 
year over the period 2007 to 2017, aggregate share 
buybacks in the UK totalled between £15 billion 
and £20 billion. 

Rising dividends are part of a shareholder-centric 
model of corporate governance where maintenance 
of the share price and returns to short-term share-
holders takes priority over the long-term success of 
the company or the interests of other stakeholders.

With the exception of the recession period after 
the 2007-08 banking crash, major UK companies 
have paid dividends at a higher rate than their 
counterparts in other economies.

The Bank of England chief economist noted that 
in 1970 major companies typically paid £10 in div-
idends out of each £100 of profits, but by 2015 the 
amount rose to between £60 and £70, often accom-
panied by a squeeze on labour and investment.

A 2019 report noted that in the aftermath of the 
2007-08 banking crash profits increased, but 
payments to shareholders — through dividends or 
share buybacks — increased even faster.

The concentration on returns to shareholders has 
not protected UK companies from foreign or hostile 
takeovers.

The concentration on share price movements has 
also exposed major companies to manipulation by 
speculators who are interested only in profits from 
share trading rather than the long-term success or 
survival of the companies.

Low investment in productive assets is one of the 
consequences of the cash drained by excessive 
dividends. 

The UK invests around 16.9% of its gross domestic 
product in long-term productive assets and lan-
guishes near the bottom of the EU member states’ 
investment table. Low wages and low investment 
inevitably lead to low productivity.

Moreover, companies are increasingly borrowing 
money to pay dividends. A Bank of England sur-
vey showed that only around a quarter of finance 
raised by companies is spent on investment, with 
the remainder split between purchasing financial 
assets, distributing to shareholders and keeping 
as cash. 

The Bank of England highlighted the fact that “80% 
of publicly listed businesses that underinvested 
answered yes when asked if financial market 
pressures for short-term returns were an obstacle 
to investment. 40% of privately owned businesses 
also answered yes.

While it may be surprising that private businesses, 
that do not have shareholders to pay out to, were 
also affected by this factor, our interpretation is that 
this reflects the broader macroeconomic environ-
ment of impatience that favours returns today over 
the equivalent value of returns tomorrow.”

The huge payment of dividends does not neces-
sarily boost the UK economy. Well over half or 
around 55% of the value of the UK stock market 
is held by individuals and entities outside the UK. 
Pension funds and unit trusts hold about 2.4% and 
9.6% respectively. 

The payment of excessive dividends results in a 
huge export of capital. As income tax is not gener-
ally deducted at source, the foreign recipients of 
dividends do not pay any UK tax either. 

It may be argued that the generous payment of 
dividends helps to attract capital to the UK, but 
that isn’t necessarily the case. 

New share issues are relatively scarce. The Bank 
of England’s chief economist noted that among 
UK companies, share buybacks have consistently 
exceeded share issuance over the past decade, 
albeit to a lesser degree more recently. 

In other words, over the past decade the equity 
market no longer appears to have been a source of 
net new financing to the UK corporate sector. Stock 
markets have become a cash extraction machine.

Employees have a vital interest in the long-term 
success of companies as their jobs and pensions 
depend on it, but they have no say in dividend or 
investment decisions. 

At the end of 2019, UK’s 5,450 corporate defined 
benefit pension schemes had a deficit of around 
£190 billion. 
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Directors are choosing to pay dividends rather than 
address pension scheme deficits, which can erode 
employee pension rights, especially if companies 
go bankrupt.

https://leftfootforward.org/2020/01/prem-sikka-excessive-dividends-are-stran-
gling-the-uk-economy/

Evening emails bad for 
work-life balance
“Always on” cultures are undermining the ability 
of working parents to balance work and home life, 
according to a survey of working families in the UK.

The 2020 Modern families index by Working Fam-
ilies and Bright Horizons, which surveyed 3,090 
working parents, found many struggled to cope 
with the demands of home and work, despite 
the rise of flexible working policies and greater 
awareness among businesses of the importance 
of work-life balance. 

While the majority (55%) of working parents report-
ed being allowed to work from home and flexibly, 
almost half (48%) said that this actually increased 
their workload. As a result, 44% felt compelled to 
work from home during evenings.

The 2020 survey found three in five parents work 
extra hours to cope with increased workloads, 
and half (52%) of those said it is part of their  
organisation’s culture.

Meanwhile, 47% of respondents said technology 
had blurred the boundaries between work and 
home. Only a quarter said technology did not affect 
their work-life balance. 

This always-on culture has a detrimental impact 
on employees, with almost three-quarters (72%) of 
parents working outside of contracted hours citing 
increased stress. 

Parents also said increased work negatively affect-
ed their relationships with partners and children. 
More than half (54%) of parents who said they 
stayed in “work mode” at home said this led to 
arguments with their children, while 57% said it 
contributed to disputes with partners.

Jane van Zyl, chief executive officer of Working 
Families, said this year's research made it clear 
more jobs needed to be “human sized”, and that 
more and better quality flexible working would 
support this. 

“Employers that design roles that can be done in 
their contracted hours and encourage ‘switching 
off’ will feel the benefit of happier, healthier work-
ers,” van Zyl said. “Requiring employers to be pro-
active about offering flexible and part-time roles 
could be a catalyst for better job design.”

https://www.workingfamilies.org.uk/news/mfi-2020/

AA staff face 'nightmare' 
of pension closure
Breakdown service AA has revealed proposed 
changes to its pension scheme would see staff 
retirement income slashed in half. 

Thousands of loyal AA workers face a retirement 
“nightmare” as bosses begin a consultation on clos-
ing the current pension scheme, the GMB general 
union has warned.

Detailed figures released by the company show 
the impact of the changes will be enormous for 
staff — meaning staff’s retirement income will be 
up to 49.8% less under the proposals. 

The cuts are being driven by the latest round of AA 
cost cutting which has been rife since the company 
was sold to private equity — a decision which has 
saddled the British institution with debt for which 
the staff and customers have paid a heavy price.

The attack on the pension scheme represents an 
attempt by the company to reduce its funding of 
the scheme from up to 13.9% to a maximum of 7%, 
a clear attack on members’ term and conditions. 

To add insult to injury, the company’s own figures 
show that it has paid more than a third of a billion in 
dividends to shareholders in the last two financial 
years, money which could easily have been used 
to defend the rights of the hard working staff who 
make the owners their profits. 

This cost cutting clearly doesn’t apply to all staff; 
chief executive Simon Breakwell’s remuneration 
package was £1.4 million in the financial year 
ending 2019 including £84,000 in retirement ben-
efits. Value of retirement benefits made by the 
company in the year was equal to 11.7% of annual 
basic salary.

Paul Maloney, GMB regional secretary, said: “The 
current pension scheme meant our members 
could look forward to retirement with a degree 
of certainty.

https://leftfootforward.org/2020/01/prem-sikka-excessive-dividends-are-strangling-the-uk-economy/
https://leftfootforward.org/2020/01/prem-sikka-excessive-dividends-are-strangling-the-uk-economy/
https://www.workingfamilies.org.uk/news/mfi-2020/
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“Now they face a nightmare with their income var-
ying wildly as a result of stock market fluctuations.

“For many workers this will leave their retirement 
dreams in tatters — all thanks to the miserly actions 
of money-grubbing AA bosses, desperately trying 
to service huge debts which should never have 
been allowed to accrue in the first place.”

https://www.gmb.org.uk/news/aa-pension-change-will-see-staff-retirement-income-
cut-half

Checklist for achieving 
better mental health 
Anxiety and depression are the most common men-
tal health problems in the UK, with one in four of us 
experiencing problems every year. The workplace 
can often exacerbate mental health problems.

The Welsh TUC has provided a useful checklist of 
six things you can do to help yourself and others.

Firstly, talk to your friends and colleagues. Con-
necting with others is a good way to fight isolation 
and improve your mental health. Building good 
relationships raises your self-worth and combats 
a sense of isolation or "not fitting in".

You shouldn’t rely on social media alone to build or 
maintain relationships — physical contact is more 
important.

Try joining a colleague for lunch or chat with your 
co-workers instead of listening to music at your 
desk or using a computer.

Secondly, get some fresh air and exercise. Exer-
cise doesn’t only get you fit, it’s also a great way to 
improve your mental health. It releases endorphins 
- chemicals in your brain which make you feel more 
positive. You can also feel a sense of achievement 
from setting and then reaching fitness goals.

You can exercise as part of your working day. Try to 
include walking or cycling into your daily commute 
or use your lunch hour to go for a walk. Some em-
ployers offer cycle to work schemes or discounted 
gym membership.

Talk to your union rep if your employer doesn’t 
already offer some of these - they may be able to 
help make your workplace more exercise friendly.

Next, get a good night’s sleep. Long-term sleep 
problems can lead to anxiety, depression and 
other serious mental health issues. It can be diffi-
cult to get a good night’s sleep if you’re worrying 
about work.

Cutting out caffeine or alcohol, regular exercise 
and avoiding screens at night are all easy ways to 
sleep better.

If you find yourself worrying about work at night, 
writing in a diary or making a note to deal with an 
issue later can also help.

Fourthly, practice mindfulness. Mindfulness — 
paying attention to the present moment — can do 
wonders for your mental health.

Noticing your thoughts, feelings, and the world 
around you is the first step to mindfulness. Prac-
tising CBT (Cognitive Behavioural Therapy) tech-
niques is an effective way to deal with anxieties 
and worries.

Setting up a breakfast/lunchtime yoga and medi-
tation club at work could also help improve mental 
health in the workplace.

If you’re just starting out, try using guided medi-
tation such as a 30-minute ‘Body Scan meditation’. 
Headspace and Insight Timer are also useful tools 
to help practise mindfulness.

Fifthly, keep a healthy diet. Diet can affect our men-
tal health but keeping to a healthy eating pattern 
at work can be difficult.

Planning your meals and bringing food from home 
is a great way to keep body and mind healthy. Keep-
ing a good supply of nuts or fruits handy can also 
help decrease stress and replace sugary snacks.

Joining your colleagues for a “bring and share” 
lunch is a great way to try new things and leave 
your work behind for an hour.

Finally, help the TUC improve workplace mental 
health for everyone. One in six workers are affect-
ed by mental health conditions such as anxiety, 
depression and stress.

The TUC is conducting a survey, which readers can 
take part in by following the link at: https://www.
surveymonkey.co.uk/r/WTUCMentalHealth2019

https://www.tuc.org.uk/blogs/six-steps-better-mental-health-work
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