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Dear Colleague

INVITATION TO TENDER FOR RESEARCH FOR THE 2013 REPORT

The Low Pay Commission (LPC) has an ongoing remit to monitor the operation of the National Minimum Wage, and to assess the impact of increases in the level of the minimum wage.  It undertakes continuous evaluation of the impact of minimum wage upratings on the sectors and groups of workers most affected, and on the labour market more generally.  The LPC draws upon a range of evidence in making its assessment, including a number of research projects commissioned specifically to inform its recommendations.  As in previous years, the LPC wishes to commission a number of new research projects to inform its future work.

The Low Pay Commission invites tenders for research that the Commission considers to be of particular importance this year.  These topics cover a wide range of issues.

13/1
the impact of the minimum wage on earnings, employment and hours;
13/2
the impact of the introduction of the Apprentice Rate;
13/3
the impact on young people (including raising the participation age);
13/4
the impact by size of firm and on the low-paying sectors;
13/5
the impact of the minimum wage on profits and investment (and access to finance);
13/6
the interaction between the minimum wage, tax and Universal Credit;
13/7
the hoarding of labour during the recession;
13/8
the extent of non-compliance of the National Minimum Wage; and

13/9
the impact on the consumption spending of minimum wage workers.

In addition to the detailed projects specified, the Commission also invites proposals for other projects (13/10) that: address new topics in relation to the minimum wage; look at those that have not previously been examined in any great depth; or are extensions of previous work.  Lastly, we should note that we are also likely to consider funding research that looks at the use of the accommodation offset and how it has changed over time.  We would therefore welcome expressions of interest in this area too.  
The LPC is particularly keen to maximise the budget available for research this year.  We, therefore, particularly encourage proposals which, where appropriate, link a number of the above topics (for example 13/1 and 13/4).   We are also keen for researchers to present new innovative, smaller scale proposals, though these might address only part of a topic.  Information about previous LPC research projects is available on our website at www.lowpay.gov.uk. 

Please find enclosed the detailed tender specifications and an application form.  I would be grateful if you could circulate this invitation as widely as possible within your organisation and to any other interested parties.  The specifications and the application form will be available on our website.

You must bear all the costs associated with the preparation and submission of your bid.  The LPC is looking to commission, in full or in part, tenders for research that best meet its research objectives and represent the best overall value for money, but reserves the right not to award a contract.  LPC standard terms and conditions of contract for services apply and a copy of these is available on request.  We will deem submission of the tender as acceptance of these terms and conditions.

All people wishing to tender should complete the enclosed application and CV forms (one for each proposal), and return them to me at tim.butcher@lowpay.gov.uk, copied to james.brennan@lowpay.gov.uk, by no later than 10am on Monday 30 January 2012.  Alternatively, you may send applications to the postal address given above.  Please mark envelopes with the words ‘research tender’.  Electronic applications are preferred.

We are happy to discuss the work of the Low Pay Commission and the tender process and you can contact me on 020 7271 0453 or James Brennan on 020 7271 0455.

Yours sincerely

[image: image1.png]Low Pay Commission




Tim Butcher

Chief Economist and Deputy Secretary

Low Pay Commission 

Enclosures: Invitations to Tender – references 13/1–13/10, Application Form, CV Form

INVITATION TO TENDER   
Reference Number: 13/1

AN ANALYSIS OF THE IMPACT OF THE NATIONAL MINIMUM WAGE ON EARNINGS, EMPLOYMENT AND HOURS 

Project Summary

1. 
The Low Pay Commission (LPC) again wishes to explore the impact of the National Minimum Wage on key variables in the economy.  The LPC invites tenders for an econometric study of the minimum wage on earnings, employment and hours, focusing especially on the recent upratings that occurred in the deepest recession since the 1930s and the ensuing weak recovery.  Of particular interest would be the effect on earnings, hours and employment outcomes in the low-paying sectors and for the low paid.  We would also be interested in whether the impact has differed between age groups. 

2.
The study should also assess the impact of the recession and subsequent recovery on the distribution of earnings, paying special attention to recent developments in the low-paying sectors.

Background

3.
The minimum wage has been in place for more than twelve years. Over that time the LPC has monitored its impact on earnings, wages and employment in the aggregate economy, and in low-paying sectors in particular using a number of data sources and methodologies.  We have examined in detail data from national surveys to give trends in wages and employment across different sectors and groups of workers; conducted our own surveys of firms in low-paying sectors; commissioned research in particular areas of interest; and consulted a wide range of employer organisations, trade unions, research organisations and individuals through meetings and visits.  

4. 
An important part of assessing the impact of the minimum wage is to examine the effect on the labour market.  This is a sensitive area because critics of minimum wages often cite the adverse employment effects resulting from them.  The LPC’s 2011 Report contains our most recent assessment of the impact of the minimum wage.  The report analyses the impact of the minimum wage on earnings and pay differentials; employment and hours; training and productivity; profitability and prices; and business start-ups and failures.  Overall it found that the steady rise in the minimum wage meant that more employers than previously were affected, both directly, as more employees were being paid at the minimum wage, and indirectly, as it exerted a growing influence on pay setting and pay structures.  However, the research conducted or commissioned by the Commission so far suggests that the minimum wage has had limited adverse effects on employment levels but that businesses may have adjusted hours, reduced non-wage benefits, increased prices to their customers and squeezed profit margins.  

5.
As part of our continuing evaluation, we wish to assess the impact of the latest minimum wage upratings on the distribution of wages and the demand for labour – covering effects on both jobs and hours, particularly during and after the severe economic recession that the UK has just experienced.  
Aims and Objectives

6. 
The aim of the project is to investigate the effect of the National Minimum Wage on the earnings, employment and hours outcomes of low-paid workers and low-paying sector firms.  The LPC is particularly interested in how the recession and its aftermath have affected the impact of the minimum wage on employment and hours, and the distribution of earnings.  The project should therefore focus its analysis on the impact of the recent upratings of the National Minimum Wage since the onset of recession (October 2008, 2009, 2010 and 2011).
7. 
The project should also investigate the difference between earnings, employment and hours effects for 16–17 year olds, youths (18–20/21 year olds) and adults (aged 21/22 and over) if possible.  The study should also consider those who were not initially employed (those unemployed or inactive).  It should additionally focus on the key low-paid workers identified in the Commission’s Reports.  These are women, part-time workers, ethnic minorities, disabled people, migrants and those with no qualifications.  In addition, we are interested in any impact of the minimum wage on apprentices and older workers.  Breakdowns by low-paying industry, low-paying occupation, region and size of firm should also be considered.  LPC definitions of low-paying industries and occupations are detailed in Appendix 4 of the 2010 Report.

8.
Researchers may wish to combine this research with that concerning the impact of the minimum wage by size of firm and on the low-paying sectors (13/4).  

Research Methods and Data Sources

9.
Potential contractors should specify the techniques, econometric or otherwise, that they intend to employ.  Tenders should also state which data are to be used, and give some indication of their strengths and limitations and in particular whether the available data will restrict the analysis in any way.  Appropriate data sources for this type of analysis might be the Labour Force Survey, the Annual Survey of Hours and Earnings and the British Household Panel Survey. The LPC is, however, open to the use of new data sources or methodologies.

10. 
The research should use up to date, appropriate, econometric techniques, in line with recent studies.  It is essential that the methodology and analysis stands up to external scrutiny by professional academics, economists, statisticians and analysts.  The tender should outline the time period of the data to be analysed.      

Proposed Timetable

11. 
The timetable for the project is as follows: 

Deadline for submission of tenders:
30 January 2012
Selection of contractor:


Early-February 2012
Presentation of research scope and

methodology
at technical workshop:
23 April 2012 (half day)

Presentation of findings



at research workshop:


5 September 2012 (whole day)
Interim reports:



Date to be agreed on an individual contract basis 

Agreed final report:



31 October 2012
12.  
Potential contractors should provide a provisional timetable to meet the above requirements and take account of the following stages of project design and reporting:

· Finalising the contract.  Initial meeting with LPC Secretariat to finalise timetable, scope and working arrangements.

· Submission of draft topic guide.

· Presentation of research scope and methodology at the technical workshop.  

· Main analysis.

· Submission of interim report.

· Meeting to discuss interim findings.

· Short project summary and discussion of policy implications prior to the non-technical workshop.

· Presentation of findings at the non-technical research workshop.  

· Submission of draft final report.
13.
The contractor can expect comments on initial drafts of the report, and the timetable should allow for subsequent revisions.
Outputs

14.  
The initial primary audience for this work will be the LPC.  The main output of the study will be a report, detailing the aims and objectives of the research, the methodology adopted and the main findings.  The report should include a brief non-technical Executive Summary.  The report should also detail how the research findings could help inform the deliberations of the Low Pay Commission in meeting its remit.  Ten bound copies of the final report and an electronic copy (preferably in both Word and pdf format) for the LPC website will be required.  The Report will be the property of the LPC and we will make the findings publicly available after publication of the 2013 Report of the LPC, in which a synopsis of the research will be included.

15.
The contractor will be expected to participate in an all-day workshop in London on 5 September 2012, in which they will be invited to present provisional findings.  The audience will comprise Commissioners, policy makers, academic experts and other researchers.  Presenters should ensure they provide an accessible summary of their main findings and explain their relevance to the remit of the LPC.  The contractor will also be expected to attend a more technical scoping workshop in London in April/May 2012.
Estimate of Costs

16. 
Tenders should give a clear break down of all the costs of different elements of the research project, and the accruals timetable.  It is envisaged that payment will be made by the LPC on completion of the project.  Please state clearly whether these costs are exclusive or inclusive of VAT, and the VAT status of your organisation. 

Tender Evaluation
17.
The following criteria will be used in assessing the tenders:
· Understanding of the requirements;

· Proposed methodology and data sources;

· Project management arrangements and quality control procedures, including ability to achieve the project timescales;

· Relevant previous experience of those assigned to the project;

· Value for money; and

· Overall cost.

18.
In light of the prevailing constraints on public expenditure, the LPC will need to show that all of the research it commissions can clearly demonstrate outstanding value for money.

INVITATION TO TENDER
Reference number: 13/2
AN ASSESSMENT OF THE IMPACT OF THE INTRODUCTION OF THE APPRENTICE RATE 
Project summary
1.
The Low Pay Commission (LPC) invites tenders for a research project to examine the impact of the introduction of the Apprentice Rate.  An Apprentice Rate of £2.50 an hour was introduced in October 2010 and subsequently increased to £2.60 an hour in October 2011.  The LPC is looking to gain a clearer picture of the impact of the introduction of the Apprentice Rate, particularly its effect on take-up, completion, provision, and the distribution of apprentice pay.  

Background
2.
Since its establishment in 1997, the LPC has closely monitored the issue of apprentice pay.  In response to our remit for the 2009 Report, we carried out a review of the apprentice exemptions from the National Minimum Wage and advised that an apprentice minimum wage be introduced.  The Government then asked us, as part of our remit for the 2010 Report, to consider the detailed arrangements for a minimum apprentice wage.  We recommended that an Apprentice Rate set at £2.50 an hour be introduced in October 2010 but we noted the lack of high quality data on apprentice pay.    
3.
While the minimum wage applies equally to all the countries in the UK, the structure of education and training varies between them.  We have found it difficult to obtain accurate information on the pay of apprentices, particularly those in Wales, Scotland and Northern Ireland.  In England, there were surveys of apprentice pay in 2005 and 2007.  However, these were conducted before the increase in the Learning and Skills Council recommended weekly minimum to £95 a week in August 2009.  Currently there is no regular government sponsored survey of apprentice pay in the UK.  However, BIS commissioned a survey of apprentice pay across the UK in 2011.  It is likely that this data will be available for analysis.  It is also hoped that this might become a regular survey.  
4.
We have commissioned some research on this topic in recent years.  Cox, Denvir and Pearmain (2009) carried out a qualitative survey of a small number of employers to explore their perspectives on apprenticeships and in particular pay and the then exemption from the NMW.  Lawton and Norris (2010) complemented this analysis by looking at the perspectives of apprentices and young people as well as employers, training providers and careers advisers.  We commissioned Ipsos MORI to undertake an assessment of the impact of the introduction of the Apprentice Rate, primarily from an employer perspective for our 2012 Report but this research will not be published until March 2012 at the earliest.  The BIS survey on apprentice pay is due to be published soon.  The other research reports can be found on our website.

Aims and objectives
5.
The aim of this study is to assess the impact of the introduction of the Apprentice Rate.  Specifically the study should:

· Present a thorough analysis of gross pay for apprentices;

· Analyse how apprentice pay differs across the countries of the UK and assess whether this has been affected by the Apprentice Rate;

· Analyse how apprentice pay differs by age and year of apprenticeship and whether this has been affected by the Apprentice Rate;

· Evaluate the impact of the Apprentice Rate on provision and take-up of apprenticeships, as well as completion of apprenticeships;

· Differentiate between employed apprentices and those who are college-based.  The Apprentice Rate covers employed apprentices only;

· Determine the importance of the level of wages offered in provision, take-up and completion of apprenticeships;

· Determine the importance of the structure of wages, such as weekly or hourly pay and bonuses for completion of specified stages, in the provision, take-up and completion of apprenticeships;

· Identify what other factors are important in making these decisions, and which predominate;

· Assess whether these factors vary across different groups of young people, for example by sex, ethnic origin, level of qualification or family circumstances; and

· Investigate the influence of pay on young people’s choices of education, apprenticeship, training and/or work;
· Differentiate between those taken on as apprentices and those already working for the employer before becoming apprentices.  
Research Methods, Data Sources and Sampling
7.
It is anticipated that this study will use existing data to examine the issues mentioned above but we are aware of the limitations of many existing sources.  Tenders should specify which data are to be used, and give some indication of their strengths and limitations and in particular whether the available data will restrict the analysis in any way.  Potential contractors should also discuss the appropriate statistical techniques that will be used in the analysis and identify which countries will be covered.  

8.
Alternatively, researchers might wish to undertake a qualitative or a quantitative study but we would only consider such a proposal if it was likely to reach as large a range of apprentices as possible, in order to make the study as representative as possible.  We would like the tender therefore to set out in detail the interview or survey techniques that would best meet this objective.  Tenders should indicate the method to be used for selecting apprentices (or firms that provide places) for survey or interview, and the anticipated achieved sample.  The tender should discuss the rationale behind the selection of apprentices (or employers) for interview, how they will be approached and the countries to be covered.  Tenders should give an overview of topics to be covered in the interviews, and an indication of the questioning technique(s) to be adopted.

See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.
INVITATION TO TENDER
Reference number: 13/3
AN INVESTIGATION INTO THE IMPACT OF THE MINIMUM WAGE REGIME ON THE LABOUR MARKET OUTCOMES OF YOUNG WORKERS
Project summary
1.
The Low Pay Commission (LPC) invites tenders for a quantitative research project to examine the impact of the current minimum wage regime on the labour market decisions of young people aged 16–24.  We are particularly interested in the change to age 21 of entitlement to the adult rate in October 2010 and of the potential impact of the forthcoming changes to the participation age in England.  This research will inform the LPC’s assessment of the current relativities of the youth minimum wage rates (for 16–17 year olds and 18–20 year olds) to the adult rate and their scope.  The LPC is interested in determining how the level of wages affects decisions to participate in education, training and employment (both full and part-time).  

Background
2.
Since the introduction of the minimum wage in 1999, the Youth Development Rate (18–20 year olds) has been maintained at around 85 per cent of the adult rate.  Indeed, both rates have increased by over 65 per cent since their introduction.  The 16–17 Year Old Rate was introduced in October 2004 and it too has more or less kept pace with the increases in the youth and adult rates.  However, in recent years the youth rates have been increased by less than the adult rate.  Our caution has resulted from the clear deterioration in the employment prospects of young people, some tentative research findings that the minimum wage may have affected employment and analysis that has showed that average wages for young people have increased at a much slower rate than older workers since 2007.

3.
The age of entitlement to the adult rate was reduced to 21 in October 2010.  The LPC has emphasised in previous reports that it did not wish to encourage young people to leave education or training positions, nor to harm their employment or training opportunities, and therefore needed to consider further the relationship between any minimum wage and education policy to determine the appropriate level at which the rates should be set.    

3.
While the minimum wage applies to all the countries in the UK, the structure of education and training varies between them.  The LPC will need to take account of the different education and training policies and, as far as possible, is looking to commission research that covers all the countries in the UK.

Aims and objectives
4.
The LPC would therefore like to examine the probability of different labour market outcomes that would result from either changes to the youth minimum wage rates relative to the adult rate or the scope (including age range) of the youth rates.  We are particularly interested in the effect of the change in the age of entitlement to the adult rate to age 21 and of the impact of recession.  In order to do this we are looking to examine the relationship between wages, employment, hours worked and participation in education and training, as well as the factors that affect unemployment and inactivity.  In previous reports, the LPC has pointed to concerns about the proportion of young people not in education, training or employment, and would like to examine the impact of the minimum wage on the level of inactivity.  This research should therefore address as far as possible the full range of labour supply and labour demand decisions.  

5.
This investigation should take place in the context of a wider review looking at education and training policy, and the system of financial support for young people.  The aim of this study is to use aggregate data to investigate the link between the level of wages and the decision to undertake work, training or study for young people.  The research should also take account of employers’ demand for young people and the provision of training.  It should identify, where possible, which young people are most likely to be influenced by a change in wages – whether by age group, gender, qualifications, region or family background.  Further, it should look at whether there are different effects in the low-paying industries and in small or medium-sized firms.  It should also consider examining international evidence and make use of recent changes to minimum wage regimes in other countries, for example, for young workers in Greece. 

6.
Specifically the study should:

· Provide a clear understanding of the use of youth rates;

· Investigate how the use of youth rates has changed over time;

· Explore the current relativities of the youth rates in relation to each other and the adult rate;

· Investigate whether there is any evidence of job substitution between age groups as a result of these relativities;
· Investigate the impact of reducing the age of entitlement for the adult rate to 21;

· Investigate international evidence to assess whether the UK can learn from the experience of others when changing age entitlements to the minimum wage;

· Assess whether there is evidence to support the current age bands used by the LPC in making its recommendation; and

· Explore the implications for the minimum wage of raising the participation age in England by: 

· identifying the main determinants in the decision to participate in education or training, and the importance attached to the level of wages;  

· exploring, if possible, whether these factors are more important for some groups of young people than others;

· investigating whether the level of wages affects the proportion of young people who are inactive, and not in education or training; 

· assessing whether the present minimum wage age groups would still be appropriate; and
· assessing whether these changes have any implications for the level and scope of the Apprentice Rate.
Research Methods and Data Sources

7.
It is anticipated that this study will use econometric analysis of existing data to examine the issues mentioned above.  Tenders should specify which data are to be used, and give some indication of their strengths and limitations and in particular whether the available data will restrict the analysis in any way.  Potential contractors should also discuss the appropriate statistical techniques that will be used in the analysis and identify which countries will be covered.

See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.
INVITATION TO TENDER   
Reference Number: 13/4
AN ANALYSIS OF THE IMPACT OF THE MINIMUM WAGE BY SIZE OF FIRM AND IN LOW-PAYING SECTORS 


Project Summary

1.  
The Low Pay Commission (LPC) wishes to explore the impact of the minimum wage on key variables in the economy and whether they have affected small, medium and large firms differently.  We are also interested in whether the low-paying sectors have been more affected.  Of particular interest would be the effect on earnings, hours and employment outcomes, the profitability and productivity of firms, and the impact on business start-ups and failures.  
Background

2.  
The National Minimum Wage (NMW) has now been in place for more than twelve years, and over that time the LPC has monitored its impact and, in particular, the response of firms in low-paying sectors.  Individual firms may take a variety of actions in response to the minimum wage.  These could include changes in operational arrangements such as reductions in employment or hours, measures to improve productivity or quality of service, increased use of technology, increased training and changed work organisation, increased prices, or an acceptance of lower margins.  The LPC’s 2011 Report presents a recent assessment of these responses and shows that, as in previous years, there is little evidence at the aggregate level to suggest any significant overall impact of the minimum wage on employment, productivity and the general level of prices.  Researchers have uncovered a moderate effect on hours, the prices of some goods and services and the profits of low-paying firms, but no accelerated pace of business failures.
3.
  Although the Commission has studied the impact of the minimum wage on low-paying sectors, lower-paying areas of the UK and particular low-paid groups of workers, the econometric research has seldom looked at the impact of the minimum wage by size of firm.  We know from the Annual Survey of Hours and Earnings that low-paid workers are more likely to work in small firms in certain low-paying industries.  For the 2011 Report, we commissioned research that looked at the impact of the minimum wage on productivity by size of firm.  Croucher and Rizov (2011) found little adverse impact on productivity and concluded that the minimum wage may have led to some improvements.  We have also commissioned research from the National Institute for Economic and Social Research that has looked at the impact on employment by size of firm for our 2012 Report.  Unfortunately, this analysis will not be available until March 2012 at the earliest.
4.
For the purposes of analysis, the LPC uses the following definitions of firm size.  Small firms are defined as those employing fewer than 50 employees.  A subset of these firms, those with fewer than 10 employees, are defined as micro firms.   Medium-sized firms are those with at least 50 employees but fewer than 250.  Large firms are defined as those with at least 250 employees.

Aims and Objectives

5.  
The aim of this study is to provide a quantitative picture of the specific impacts that the minimum wage has had on earnings, employment and hours worked, the profitability and productivity of firms, and the impact on business start-ups and failures.  The study should distinguish the magnitude of these effects and detail how each of these differs by size of firm.  The analysis should also look at how these effects differ across the key low-paying sectors identified in Appendix 4 of the Commission’s 2010 Report.

6.
Researchers may wish to combine this research with that concerning the impact of the minimum wage on earnings, employment and hours (13/1) or on profits and investment (13/5).
Research Methods and Data Sources

7.  
Potential contractors should specify the empirical techniques, econometric or otherwise, that they intend to employ.  Tenders should also specify which data are to be used, indicate their strengths and limitations, and in particular detail whether the available data will restrict the analysis in any way.  Tenders should also note the definition of firm size to be used and whether this differs from that used by the LPC.

See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.
INVITATION TO TENDER
Reference number: 13/5
RESEARCH ON THE IMPACT OF THE MINIMUM WAGE ON PROFITS AND INVESTMENT (AND ACCESS TO FINANCE)
Project Summary

1.  
The Low Pay Commission (LPC) invites tenders for a quantitative study of the sectoral impact of the minimum wage, with a particular focus on any impact on profits and investment. The study should measure and analyse how firms, particularly within low-paying sectors have responded to increases in the National Minimum Wage (NMW) and whether this has been affected by the recession.  We would also like the research to consider the impact of access to finance by size of firm and how this might interact with increases in the NMW.  This project can be considered separately or together with tender number 13/4, or any part thereof, to undertake a more comprehensive econometric analysis of the impact of the minimum wage on the firm.  

Background

2.  
The National Minimum Wage (NMW) has now been in place for more than twelve years, and over that time the LPC has monitored its impact and, in particular, the response of firms in low-paying sectors.  Individual firms may take a variety of actions in response to the minimum wage.  These could include changes in operational arrangements such as reductions in employment or hours, measures to improve productivity or quality of service, increased use of technology, increased training and changed work organisation; increased prices; or an acceptance of lower margins.  The LPC’s 2011 Report presents a recent assessment of these responses and shows that, as in previous years, there is little evidence at the aggregate level to suggest any significant overall impact of the minimum wage on employment, productivity and the general level of prices.  Researchers have uncovered a moderate effect on hours, the prices of some goods and services and the profits of low-paying firms, but no accelerated pace of business failures.
3.
  The Commission has previously commissioned research that has looked at the impact of the minimum wage on profits but did not consider the impact on investment and the extent to which access to finance has limited growth opportunities for small firms in the low-paying sectors.
4.
For our 2005 Report, Draca, Van Reenen and Machin (2005) examined the impact of the minimum wage on profits (and prices).  The research found some evidence that profitability fell in the firms most affected by the introduction of the minimum wage.  However, they found no evidence that these low-wage firms were forced out of business by the higher wage costs resulting from the minimum wage.  In research commissioned for the 2007 Report, Experian (2007) found no effect of the minimum wage on profits at a regional or sectoral level.  For the 2009 Report, Forth, Rincon-Aznar, Robinson and Harris (2009) found some negative profit effects as a result of minimum wage increases but that these were not robust to different model specifications.  Croucher and Rizov (2011) looked at the impact of the minimum wage on productivity by size of firm.  They found little adverse impact on productivity and concluded that the minimum wage may have led to some improvements.  
5.
As part of our continuing evaluation, we are looking to commission a project that notes and builds on this previous work to assess the impact of the latest upratings of the National Minimum Wage on margins/profits and investment in the economy as a whole, but also with an emphasis on the low-paying sectors and/or low-paying firms.
Aims and Objectives

5.  
The aim of this study is to provide a quantitative picture of the specific impacts that the increases (particularly those since the onset of recession in 2008) in the minimum wage have had on the margins and investment decisions of firms in the economy and how it has affected their ability to invest.  The study should, if possible, also shed light on the ease of access to finance and how this might have influenced investment decisions.  The analysis should also look at how these effects differ by size of firm and across the key low-paying sectors as identified in Appendix 4 in the Commission’s 2010 Report.
6.
Researchers may wish to combine this research with that concerning the impact of the minimum wage on small firms (13/4).
Research Methods and Data Sources

7.  
Potential contractors should specify the empirical techniques, econometric or otherwise, that they intend to employ.  Tenders should also specify which data are to be used, indicate their strengths and limitations, and in particular detail whether the available data will restrict the analysis in any way.  We suggest that researchers might wish to consider official data from the Annual Business Survey (previously the Annual Business Inquiry) as well as commercial sources such as Datastream or FAME.  Tenders should also note the definition of firm size to be used and whether this differs from that used by the LPC.

See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.
INVITATION TO TENDER
Reference number: 13/6
ANALYSING THE INTERACTION OF THE NATIONAL MINIMUM WAGE
WITH THE TAX AND BENEFITS SYSTEM
Project Summary

1. The Low Pay Commission (LPC) invites tenders for a study to analyse the interaction of the National Minimum Wage with the tax and benefits system.

Background

2. The minimum wage has been in place for more than twelve years, and over that time the LPC has monitored its impact on wages and employment in the aggregate economy, and in low-paying sectors in particular.  The LPC’s 2011 Report contains our most recent assessment of the impact of the minimum wage.  The report provides analysis of the impact of the minimum wage on earnings and earnings differentials, on employment, and on the economic performance of firms.  Overall it found that the minimum wage had significantly affected earnings in the lower part of the hourly earnings distribution.  It also found some restoration of differentials above the minimum wage rate and that it was affecting more firms.  However, this impact on hourly earnings (and firms’ labour costs) had not led to a significant adverse impact on employment.  

3. Following the abolition of the ten pence tax band, we commissioned Brewer, May and Phillips (2009) to give us a better understanding of the interaction between the minimum wage and the tax system.  Much of the confusion about the impact of this measure concerned the role of Tax Credits in compensating those that had lost out.  The overall losers of the tax changes tended to be those who were not entitled to Tax Credits.

4. Since then, the Government has announced major changes to both the tax and benefit system.  We would like to better understand how changes in personal tax allowances and the lower earnings limits for National Insurance will affect the take-home pay of minimum wage workers.  We would also like a better understanding of the likely changes resulting from the introduction of the Universal Credit.  The Commission would therefore welcome a comprehensive investigation of the interaction of the minimum wage with the tax and benefits system.
5.
There has been limited research conducted about the impact of the minimum wage on weekly or take-home (net) earnings.  Exceptions being the research conducted by IFS (2003), Bryan and Taylor (2004) and Brewer, May and Phillips (2009) which looked at the impact of the minimum wage on household income. In addition, Stewart and Swaffield (2004) used gross hourly pay to find some evidence that the increase in the minimum wage had led to reductions in hours implying that weekly pay had increased albeit by less, in percentage terms, than the increase in hourly pay.  In light of changes to the tax and benefit system, the Commission would welcome further investigation of the impact of the minimum wage on weekly take-home pay. 

Aims and Objectives

6.
The aim of the project is to investigate the interaction of the National Minimum Wage with the tax and benefit system for minimum wage workers, particularly in light of increases to the personal tax allowances and the introduction of the Universal Credit.  We would also like an assessment of the impact of the minimum wage on weekly take-home pay. 

7.
The study might also consider the potential impact on different groups, perhaps making use of the groupings being used to help design the Universal Credit.  It could also look at the composition of take home pay, for example, whether it is likely to become more reliant on in-work benefits than wages, as workers reduce hours slightly due to changes in taper, or, conversely, whether workers increase their hours and thus the 'wage' component of their net income.  Further, the research might consider how the potential impact of Universal Credit on worklessness changes employment decisions. For example, there may be more low-paid workers if there is an increase in the take-up of mini-jobs.  In which case, the minimum wage may become an even more powerful lever in raising the living standards of those towards the bottom of the income distribution.  Further, it might also consider the importance of the NMW in increasing incomes as work incentives are likely to improve if taxes and benefits are withdrawn more slowly. 

Research Methods and Data Sources

8.
It is anticipated that this study will use econometric analysis of existing data to examine the issues mentioned above.  Potential contractors should specify which data are to be used, and give some indication of their strengths and limitations, and in particular whether the available data will restrict the analysis in any way.  Potential contractors should also discuss the appropriate statistical or modelling techniques that will be used in the analysis.
See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.
INVITATION TO TENDER
Reference number: 13/7
THE HOARDING OF LABOUR DURING THE RECESSION AND SUBSEQUENT RECOVERY


Project Summary

1.   
The Low Pay Commission (LPC) invites tenders from researchers about the hoarding of labour during the recession and subsequent recovery.   

Background

2.  
The minimum wage has been in place for more than twelve years, and over that time the LPC has monitored its impact on wages and employment in the aggregate economy, and in low-paying sectors in particular.  The LPC’s 2011 Report contains our most recent assessment of the impact of the minimum wage.  The report provides analysis of the impact of the minimum wage on earnings and earnings differentials, on employment, and on the economic performance of firms.  Overall it found that the minimum wage had significantly affected earnings in the lower part of the hourly earnings distribution.  It also found some restoration of differentials above the minimum wage rate and that it was affecting more firms.  However, this impact on hourly earnings (and firms’ labour costs) had not led to a significant adverse impact on employment.

3.
During the recent recession output fell by over 7 per cent, the largest fall in output of any recession since at least the 1930s.  However, unlike in previous recessions, employment and hours did not fall by anywhere near as much.  One explanation for this divergence has been that firms have hoarded labour.  The Low Pay Commission would like a better understanding of whether, and the degree to which, firms hoarded labour during the recession.   
Aims and Objectives

4.
The Low Pay Commission is keen to explore whether firms hoarded labour during the recession, how they were able to hoard labour and why they hoarded labour.  Further, was any hoarding confined to just skilled workers?  It would also be useful to get an understanding of whether this hoarded labour will continue to be hoarded if the recovery remains weak.  The employment performance of the low-paying sectors has tended to be better than that of the economy as a whole.  Has hoarding of unskilled (but experienced or reliable) workers played a part in that performance?

5.
It would also help inform the Commission about the economy as we look ahead.  It is important to know how the labour market might react in future and the extent that hoarded labour might be released if the recovery is too weak.      

Research Methods and Data Sources

6.  
Potential contractors should specify the techniques, econometric or otherwise, that they intend to employ.  Tenders should also specify which data are to be used, indicate their strengths and limitations, and in particular detail whether the available data will restrict the analysis in any way.  
See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.

INVITATION TO TENDER





Reference number: 13/8
AN INVESTIGATION INTO THE EXTENT OF NON-COMPLIANCE OF THE NATIONAL MINIMUM WAGE


Project Summary

1.   
The Low Pay Commission (LPC) invites tenders for studies that attempt to assess the extent of non-compliance with the minimum wage in the UK.  It will also investigate whether successive increases to the minimum wage have led to an increase in the number of non-compliant jobs performed in the economy.  We are also interested in whether this has changed since the start of the recession in 2008.
2.  
In addition, we are also keen to gain greater knowledge of the extent of internships and work placements, and whether these are being used as a means to avoid paying the National Minimum Wage.   

Background

3.  
The minimum wage was introduced in April 1999.  Since then the value of the minimum wage has increased to £6.08 in October 2011.  The LPC’s latest estimates of coverage of the minimum wage are presented in its 2011 Report, where we estimate that the minimum wage may cover about 1 million jobs.  Using the Annual Survey of Hours and Earnings, ONS has estimated that the number of jobs for adults paid below the minimum wage has fallen from 2.1 per cent (460,000) at its introduction to 1.0 per cent (233,000) in April 2011.  However, there are many caveats as to why these figures should not be judged as measures of non-compliance.  The Labour Force Survey (LFS) provides an alternative measure that gives numbers slightly higher than these.     
4.
Each year, the Government publishes statistics on the activities of the enforcement body, HMRC, including the number of employers found to be non-compliant and the amount of arrears identified.  Since the introduction of the NMW, the statistics have not fluctuated by any great degree year-on-year, despite changes to the enforcement regime.  
5.
Overall, therefore, we have a degree of uncertainty about the actual extent of non-compliance and whether it is increasing or not.  We would be interested in research that could provide evidence on the actual extent of non-compliance with the NMW across the UK.
6.
For our 2012 Report, we commissioned Ipsos MORI to investigate reasons why employers choose to be non-compliant with minimum wage legislation.  However, that research will not be published until March 2012 at the earliest.  BIS also commissioned research, from the same research organisation, that investigated why employers that had been caught by HMRC had not paid the minimum wage.  Patel (2011)
 found that most employers were non-compliant through error rather than design.  There was particular confusion concerning how hourly rates applied to staff on salaries, deductions from pay, and the different age rates.
7.
Ashenfelter and Smith (1979) investigated the extent of non-compliance with the federal minimum wage in the United States.  They noted the difference in their findings between using individual data and firm data.  Overall, they found that compliance was stronger where market incentives for violation were strongest.

8.
In our 2011 Report we recognised the value of work experience, particularly to young people entering the labour market.  But noted that we were ‘concerned at the continued evidence of apparent breaches of the National Minimum Wage Regulations where opportunities, which on any reasonable test appear to be work, are unpaid.’  We are keen to understand the extent of such breaches.

Aims and Objectives

9.  
The aim of this research is to provide substantive (rather than anecdotal) evidence of the extent of non-compliance with the minimum wage across the UK.  Specifically the research would need to find evidence of whether or not successive increases in the minimum wage have affected firms’ compliance with the minimum wage and if this has been exacerbated by the recession.  We would also be interested to know whether some low-paying sectors were more susceptible to non-compliance with the minimum wage.  In addition, we would like to better understand the use of internships and whether unpaid work placements (internships) are being increasingly used as a means to evade minimum wage regulations.
Research Methods and Data Sources

10.  
Potential contractors should specify the techniques, econometric or otherwise, that they intend to employ.  Tenders should also specify which data are to be used, indicate their strengths and limitations, and in particular detail whether the available data will restrict the analysis in any way.  Researchers might like to proceed along the lines of Ashenfelter and Smith (1979) who, as noted above, estimated compliance with minimum wage law in the United States. 
See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.

INVITATION TO TENDER





Reference number: 13/9
RESEARCH ON THE IMPACT OF THE MINIMUM WAGE ON CONSUMPTION SPENDING OF LOW-PAID WORKERS 
Project Summary

1.   
The Low Pay Commission (LPC) invites tenders for a quantitative study of the impact of the minimum wage on the consumption spending of low-paid workers, with a particular focus on any impact on prices.  The LPC commissioned research in this area for its 2007 and 2008 Reports but would welcome further research on the impact on consumption spending since the onset of recession. 

Background

2.  
The minimum wage has been in place for more than twelve years, and over that time the LPC has monitored its impact on wages and employment in the aggregate economy, and in low-paying sectors in particular.  The LPC’s 2011 Report contains our most recent assessment of the impact of the minimum wage.  The report provides analysis of the impact of the minimum wage on earnings and earnings differentials, on employment, and on the economic performance of firms.  Overall it found that the minimum wage had significantly affected earnings in the lower part of the hourly earnings distribution.  It also found some restoration of differentials above the minimum wage rate and that it was affecting more firms.  However, this impact on hourly earnings (and firms’ labour costs) had not led to a significant adverse impact on employment.  
3.
Since the minimum wage boosts real take-home pay, assuming no significant adverse impact on hours or employment, it might be expected to change a recipient’s consumption patterns.  As yet we know little about the consumption patterns of low (minimum) wage workers, how these compare to other members of the population and how updates in (or the introduction of) the minimum wage changed consumption patterns of beneficiaries.  Increases in real incomes could allow consumption patterns to move away from necessities, (like food staples), toward other items. If the minimum wage can influence the distribution of consumption in this way then it will also indirectly affect the labour market through any effect on the increased demand for certain goods – and the factors (eg labour) needed to produce them - relative to others.

4.
There has been little research on the price and consumption effects of the minimum wage, Wadsworth (2007 and 2008) excepted. This despite OECD (2000) and Metcalf (2003) recognising the need to obtain more information about what minimum wage workers buy and who buys minimum wage goods in order to further our understanding of the impact of minimum wages and its incidence.

5.
For the 2005 and 2007 Reports, the LPC commissioned research to examine the impact of the minimum wage on prices.  Draca, Van Reenen and Machin (2005) were unable to detect any evidence that higher wage costs, as a result of the minimum wage, were being passed on in the form of higher prices.  However, Wadsworth (2007) did find some evidence that the prices of goods and services associated with minimum wage workers had increased faster than the general price level.  We are particularly interested in re-visiting this research.
6.  
This study will inform us who buys goods produced by minimum wage workers since this will in turn affect the impact of the minimum wage.  If minimum wage goods are bought primarily by minimum wage workers then the effect of an increase in the minimum wage on the incomes of minimum wage workers may be offset partially if the prices of these goods rise. If, however, minimum wage goods are bought mostly by non-minimum wage workers then any resulting price rises will have more effect on the incomes of those workers and so the minimum wage consequences would, in this case, tend to equalise real incomes.  Knowing how sensitive (elastic) the demand for goods made by low paid workers is can help us understand how the incidence of a minimum wage will be borne - whether producers or consumers will ultimately pay, and whether the cost is likely to be borne by the better or worse off. The more sensitive demand is to price, other things equal, the less likely it is that prices of minimum wage goods will rise if the minimum wage increases firm’s costs. Despite being a highly relevant policy issue, we know very little about it as far as the UK is concerned.
7.
This issue has become more of a concern in recent years as measures of consumer prices, CPI and RPI, have consistently shown price inflation to have been much higher than growth in average wages, the minimum wage and the wages of the lowest paid.

Aims and Objectives 
8.
The aim of the study is to provide an assessment of the impact of the minimum wage on the consumption spending of low-paid workers, with a particular focus on any impact on prices.  
9. 
At the end of the research, we hope that we will have a much more complete knowledge of the distributional impact of the minimum wage and be able to provide better estimates of the impact of any future increases in it.
See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.
INVITATION TO TENDER





Reference number: 13/10
OTHER RESEARCH TOPICS IN RELATION TO THE NATIONAL MINIMUM WAGE   


Project Summary

1.
The Low Pay Commission (LPC) invites tenders from researchers with ideas for new or other research that could fruitfully be carried out in relation to the National Minimum Wage (NMW), and which would prove to be a suitable project for the LPC to commission.   

Background

2.
The minimum wage has been in place for more than twelve years, and over that time the LPC has monitored its impact on wages and employment in the aggregate economy, and in low-paying sectors in particular.  The LPC’s 2011 Report contains our most recent assessment of the impact of the minimum wage.  The report provides analysis of the impact of the minimum wage on earnings and earnings differentials, on employment, and on the economic performance of firms.  Overall it found that the minimum wage had significantly affected earnings in the lower part of the hourly earnings distribution.  It also found some restoration of differentials above the minimum wage rate and that it was affecting more firms.  However, this impact on hourly earnings (and firms’ labour costs) had not led to a significant adverse impact on employment

3.
The LPC recognises that there may be areas of investigation worth pursuing that we have not yet identified, or which have not previously been considered in great depth.  Researchers who believe that they have a worthwhile proposal that would fall into these categories are welcome to submit it for consideration.  We would also encourage proposals from those who wish to extend current research on the impact of the minimum wage, whether that original research was funded by us or another organisation.

Aims and Objectives

4.
To fill any gaps in the LPC’s knowledge that may exist and of which the LPC is presently unaware; to address the “unknown unknowns”; to examine areas which have not been considered in any great depth in the literature; or to enable an extension of previous work.         

Research Methods and Data Sources

5.
The methods and data used will be entirely dependent on the project, and these should be specified in detail by the prospective researchers.
See Tender specification 13/1 for template for Proposed Timetable, Outputs, Estimate of Costs and Tender Evaluation.
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