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Dear Mr Swales
Response to the Utility Regulator’s Draft Determination regarding

NIE Networks’ RP6 Price Control

1. Unite the Union is the largest Union in Britain and Ireland with over 1¾ million members covering both the Public and Private Sectors.  In particular we are the biggest Union representing employees in the Energy & Utilities industry in both Great Britain and Ireland.

2. Unite represent the majority of employees within NIE Networks who are employed predominantly within highly specialised trades comprising technicians, overhead lines repairers, cable jointers, plan maintenance technicians, metering electricians, team managers and specialist administration staff.

We have over 500 members within NIE Networks, all of whom are employed within the aforementioned categories.

3. It should be noted that our members work with NIE Networks on a high voltage networks and are trained within NIE Networks using modern apprenticeship techniques to a highly specialised standard that cannot be achieved through normal apprenticeships.  Our members are required to work in complex, demanding and challenging situations where mistakes can cost lives.  They work with minimal supervision and are required to regularly update their skills and knowledge and be reassessed regarding their competence.  Their skill set is significantly higher than an electrician working outside NIE Networks.  The average cost of training an NIE Networks apprentice is £70k and over a number of years we have worked in partnership with the company to ensure that all our members are employed on modern terms and conditions that facilitate maximum efficiency and effectiveness which benefits the company, the customer and our members.

4. We have witnessed a significant increase in demand for High Voltage Craftspersons across the UK, RoI and beyond.  This is drive by a number of factors:

· The ageing workforce within the sector where large numbers of our members are “baby boomers” and who can retire over the next 5 – 10 years.

· The Renewable Energy Sector both offshore and onshore where millions are being invested and there are significant labour requirements that will continue for the next 15 years.

· The need to replace ageing assets across the UK and the investment plans of comparable businesses who themselves have skills shortages and are seeking labour from across the UK.

It should be noted by the UR that Unite, since the privatisation of NIE Networks, have agreed significant changes to their members’ terms and conditions and these have been negotiated and current salaries reflect the modern terms and conditions that are currently in place.  In partnership with the company, changes in working practices have resulted in employee numbers reducing from 3,000 at privatisation to c1,300 today.  A reduction of this nature can only be achieved through significant increases in productivity as a result of increased working hours, more flexible working arrangements etc.  Unite have co-operated with the company in extremely difficult areas, for example, the closure of the Final Salary Pension Scheme in 1998 (NIE Networks being the first DNO to do so); the facilitation of longer working weeks to maximise productivity and a reduction in overtime payments to our members have not been easy discussions.


A summary of key changes is as follows:

· 1998 Final Salary Pension Scheme closed

· The following changes to terms and conditions have taken place through negotiation:

· Longer working weeks (39.5, 40 and 42.5 hour weeks);

· New employees receive on average 5 days less leave in line with contractor benchmarks;

· Vehicle trackers fitted to facilitate more efficient employee utilisation and more efficient operation of the company’s fleet;

· Home to site working introduced to maximise the working day;

· Skills based progression arrangements have been introduced to improve efficiency by broadening skills sets;

· Incentive schemes have been introduced to improve productivity;

· We agreed through negotiation the removal of rostered days off which were a significant benefit to our members and rewarded them for flexible working.

Given the high skill level of our members in NIE Networks, we are keen to understand why the UR has not provided a specialist labour premium in relation to real price effects (RPEs)?  We do not accept that salary levels in the general economy are appropriate for our members.  It appears that, on one hand, you focus on numerous economic models to justify your arguments while, on the other hand, you ignore the most basic of economic principles - the principle of supply and demand.  The facts are that there are significant skills shortages in the electrical engineering sector and there is significant evidence to prove this e.g. Northern Ireland Skills Barometer.  It is a well-known fact that when any product or service is in short supply and there is high demand, that prices rise.  BCIS and BEAMA labour indexes prove this fact. 

The grid is at breaking point and needs some considerable work on it to cope with future demand. The design of the grid in NI was one which was based around the creation of electrical energy at large generation facilities and this current was distributed around the network to consumers. Today, however, small renewable generation is taking place on a domestic level feeding electricity back into the network. This reversal of the flow creates some major losses from generation to consumption as its transmission goes against the design principles of the network. Additionally, there are large renewable projects that have been stopped at the eleventh hour simply because the connection to the grid would require a significant financial investment in the construction of a new sub-station to regulate the flow of power.

Currently the level of investment is not sufficient to redesign and replace the grid with something that would for fill future demand but rather just enough to patch up what is there and hope that the grid will be able to continue for a few years.

The consequence of this is one where skilled workers in this area are in high demand and will be so even more in the near to long term future. As stated, however, workers are retiring and not being replaced as many employers do not wish to invest the money to train them knowing at the end that they may leave and work for a competitor.

This reliance on “the other company” to train staff is resulting in only NIE Networks training the apprentices and engineers that are urgently needed.

Add to this the change from analogue to  digital "smart" meters in every household and workplace and the need to maintain them whilst replacing the old "smart" meters with a newer design (as the first generation often do not work) and you can see that there is a significant demand in this area as well. Reports to the Smart Metering Advisory Committee, suggest that the companies cannot train smart metering engineers fast enough and that as a result meters are being installed incorrectly with potentially disastrous consequences, especially where dual fuel meters are put in place. (gas leaks, cross polarity installations and the huge potential for deaths or injuries)

In your Draft Determination however you have chosen to ignore the supply and demand principle and not provide a specialist labour premium.  You have instead set labour RPE assumptions based on the general labour market.  However within the general labour market there is no skills shortage and there is plentiful supply of labour so how can you justify not providing a difference between general labour and specialist labour.  You seem to be relying on your determination within GD17 which, in our view, is not an appropriate benchmark or comparator given that the skills sets within NIE Networks are significantly higher and you also appear to be relying on the CC determination in RP5 which is now over four years old and skills shortages have significantly increased in that time.  

Finally we would wish to meet with you to discuss your minded position contained within your draft proposals.  I look forward to receiving your response on this matter.

Yours sincerely
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Joanne McWilliams

Regional Officer
	Len McCluskey
General Secretary
	www.unitetheunion.com 
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