






23 As in previous surveys, we asked additional questions of firms in the

textiles and clothing sector relating to the impact of the increases in

the minimum wage on their incentive pay schemes and productivity.

Just over a quarter of textiles and clothing firms reported that they had

an incentive pay system (e.g. piece rates or payment by results). This is

in line with the results of the 2004 survey. Incentive pay systems were

more prevalent in some types of businesses than others. For instance,

over half of knitwear and hosiery manufacturers said they had an

incentive pay system compared with about 10 per cent of print

finishers and soft furnishing manufacturers. Medium-sized and large

firms were also more likely to have incentive pay systems than small

firms.

24 Around 59 per cent of textiles firms with an incentive pay system said

that they had been affected by the October 2005 increases in the

minimum wage compared with 35 per cent of textiles firms without

such a scheme. We asked those firms with an incentive pay system

whether they had experienced any of the effects outlined in Table

A3.11. Around 62 per cent reported an increase in costs and half

reported a significant increase. This compares with 31 per cent in the

2004 survey and in general, fewer firms reported no change in the

2006 survey than they did in the 2004 survey. For instance, 18 per cent

of firms in the 2004 survey said the October 2003 upratings had

resulted in reduced differentials compared with 44 per cent of

respondents reporting an impact on differentials arising from the

October 2005 upratings. 

Table A3.11

Impact of the National Minimum Wage on Incentive Pay Systems in the

Textiles and Clothing Sector

Per cent Significant Slight None

Reduce differentials 21 23 56

Reduced competitiveness 23 17 60

Reduced ability to motivate employees 23 13 63

Reduced productivity 10 18 72

Increased costs 31 31 38

Base: All firms in the textiles and clothing sector with an incentive pay system (26 per cent).

25 As in previous surveys, we sought information from the social care

sector on the extent to which businesses in this sector have been able
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to renegotiate the conditions of public sector contracts following

minimum wage upratings. Nearly four in five firms in the social care

sector which reported being affected by the October 2005 upratings

had public sector contracts and nearly two-thirds of these tried to

renegotiate their contracts to take account of increased minimum

wage costs. However, 38 per cent of these were not successful while

31 per cent only managed to renegotiate their contracts in part. 

Employment and Pay of Young People

26 Table A3.12 shows that 14 per cent of firms responding to the survey

said they used age-related pay structures. By comparison, 20 per cent

of respondents said they had age-related structures in the 2004 survey.

These pay structures were more common in the hospitality and

childcare sectors, at 30 and 20 per cent respectively, while the security,

social care and cleaning sectors were least likely to make use of age-

related pay. The prevalence of age-related pay was also less (at 12 per

cent) in small firms compared with medium-sized and large firms.

27 Figure A3.1 gives the distribution of minimum pay rates by age for

those firms in the sample which made use of age-related pay. It shows

that a sizeable proportion of firms pay employees aged below 22 more

than the minimum wage rate applicable for their age and that use of

the adult rate clearly increases with employees’ age. Over 80 per cent

of firms with age-related pay structures paid their 16 and 17 year old

employees above the 16–17 year old rate of £3.00 per hour, with 30

per cent and 41 per cent of respondent firms respectively paying their

16 and 17 year old employees a minimum hourly rate equal or superior

to the then Youth Development Rate of £4.25. 

Table A3.12

Firms with Age-related Pay Structures

Agriculture Childcare Cleaning Food Hair- Hos- Leisure Retail Security Social Textiles All
processing dressing pitality care and sectors

clothing

Percentage
of firms with
age-related
pay 12 20 6 17 17 30 14 18 2 6 10 14

Base: All firms that responded to the question (97 per cent). 
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28 Around 26 per cent of businesses with age-related pay systems

reported paying their 18 year old employees above the Youth

Development Rate and this proportion went up to 57 per cent for

21 year olds.

Figure A3.1

Distribution of Minimum Hourly Pay Rates by Age

Base: All firms with age-related pay structures that responded to the question (8–10 per cent).

29 We also asked those same respondents (14 per cent of all firms) to

state the age from which they paid their adult rate of pay. Table A3.13

shows that 21 per cent of these firms started paying the full adult

rate at 18. This is in contrast to the results of the 2004 survey,

which showed that 46 per cent of firms paid the full adult rate at 18.

Conversely, around 44 per cent of firms reported starting paying the

adult rate to employees aged 22 and above, compared with 22 per cent

in the 2004 survey. The age at which the adult rate applied varied

considerably by sector. The social care and textiles and clothing sectors

were the most likely (at over 36 per cent) to start paying the adult rate

at 18 compared with 11 per cent of firms in the hairdressing sector. 
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Table A3.13

Age at which a Worker is Entitled to the Full Adult Rate in Firms with Age-

related Pay Structures

Age

Per cent 16–17 18 19 20 21 22+

Agriculture 6 12 42 6 9 24

Childcare 1 16 1 3 25 54

Cleaning 0 19 0 13 38 31

Food processing 2 31 5 5 16 40

Hairdressing 3 11 0 8 32 46

Hospitality 4 19 3 5 24 46

Leisure 2 16 0 10 33 39

Retail 0 21 9 2 23 44

Security 0 33 0 0 0 67

Social care 0 37 2 2 20 39

Textiles and clothing 0 36 5 0 9 50

All sectors 2 21 6 5 23 44

Base: All firms with age-related pay structures that responded to the question (13 per cent).

30 Finally, we asked firms with age-related pay structures whether they

would be more or less likely to employ young people as a consequence

of the October 2005 minimum wage upratings. Overall, the increases

had little impact on these employers’ decisions regarding the

employment of young workers. Table A3.14 shows that around four-

fifths of businesses said it had made no difference to their employment

of 16 to 21 year olds, with 8 and 13 per cent noting that they were

more likely to employ 16–17 and 18–21 year olds respectively. 

Table A3.14

Has the Introduction of a National Minimum Wage for 16 and 17 Year Olds in

October 2004 (£3.00), or the 2005 Increase in the Youth Rate for 18–21 Year

OIds (£4.25) and the Adult Rate (£5.05) Made you More or Less Likely to

Employ Workers in Different Age Groups?

Per cent Total

Workers aged 16–17
More likely 8
Less likely 11
No change 81

Workers aged 18–21
More likely 13
Less likely 9
No change 78

Workers aged 22 or over
More likely 3
Less likely 14
No change 83

Base: All firms with age-related pay structures that responded to the question (13 per cent).
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Apprentices

31 Table A3.15 shows that one in ten of the surveyed firms employed

apprentices. This is similar to the 2004 survey. However, this varied

significantly across sectors, with one third of respondents in the

hairdressing sector and over one fifth of respondents in childcare

employing apprentices. The social care, textiles and agriculture sectors

were least likely to do so. 

32 Table A3.16 shows the distribution of apprentices by age group across

all sectors and in those sectors employing a high proportion of

apprentices. Overall, a third of apprentices were aged 16 to 17 and just

under half were aged 18 to 19. Only 8 per cent of apprentices were

aged 22 and above. The age distribution varied across sectors; over half

of apprentices in hairdressing businesses were aged 16–17, compared

with 22 per cent in the retail sector. Large firms were also found to

be less likely than small and medium-sized firms to employ 16–17 year

old apprentices.

Table A3.16

Distribution of Apprentices by Age Group

Age

Per cent 16–17 18 19 20 21 22+

Childcare 35 30 12 10 6 8

Hairdressing 54 28 9 2 1 6

Retail 22 13 22 22 5 10

Other sectors 33 17 19 12 7 12

All sectors 34 27 18 10 5 8

Base: All firms that responded to the question (10 per cent).

Table A3.15

Firms Employing Apprentices

Agriculture Childcare Cleaning Food Hair- Hos- Leisure Retail Security Social Textiles All
processing dressing pitality care and sectors

clothing

Per cent 4 22 5 8 34 5 7 15 7 3 4 10

Base: All firms (100 per cent).
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33 Table A3.17 shows the average (median) hourly rate of pay for

apprentices across all sectors and in the three sectors that employed a

high proportion of apprentices. The average hourly wage for a first-year

apprentice was £3.60, rising to £4.25 and £5.00 in the second and third

years respectively. The hairdressing sector, at £3.00, had lower than

average apprentice pay in year 1 and 2, possibly reflecting the very

high proportion of 16–17 year old apprentices in that sector.

Table A3.17

Average Hourly Rate of Pay for Apprentices

£ per hour 1st year 2nd year 3rd year

Childcare 4.03 4.25 4.25

Hairdressing 3.00 3.00 4.25

Retail 3.00 4.25 4.98

All sectors 3.60 4.25 5.00

Base: All firms that responded to the question (10 per cent). 

Migrant Workers

34 We asked businesses whether they employed migrant workers and

whether this was becoming a more frequent occurrence. As shown in

Table A3.18, over a quarter of respondent firms reported employing

migrants. This was much more prevalent in the food processing and

hospitality sectors where about half of respondents said they employed

migrant workers. The childcare, hairdressing and retail sectors were

least likely to do so. One-fifth of respondents employing migrant

workers said that they had started to employ migrants in the last year,

predominantly in the hairdressing and retail sectors, while 42 per cent

reported that the number of their migrant employees was increasing,

notably in the food processing, agriculture and cleaning sectors. Finally,

a third of businesses said the number of migrant employees had not

changed. 

35 The data suggest that only 18 per cent of small firms employed

migrant workers compared with 57 per cent of medium-sized firms and

73 per cent of large firms. Among these, 30 per cent of small firms

reported having started to employ migrants in the last 12 months.

The employment of migrant workers was slightly more prevalent in

Northern Ireland and England than in Wales and Scotland.

303

Low Pay Commission Survey of Employers



Table A3.18

Firms Employing Migrant Workers

Per cent Employ Of which:
migrant Started Number has Number had Number has

workers employing increased decreased not changed
migrants in

last 12 months

Agriculture 28 22 50 7 21

Childcare 11 33 20 2 44

Cleaning 42 14 56 3 27

Food processing 52 26 51 5 17

Hairdressing 3 43 29 0 29

Hospitality 49 21 51 0 28

Leisure 20 24 32 8 36

Retail 17 34 32 1 32

Security 29 20 34 2 44

Social care 35 20 44 3 33

Textiles and clothing 26 23 35 4 38

All sectors 28 23 44 3 29

Base: All firms that responded to the question (91 per cent).

36 We asked businesses what were the main reasons for employing

migrant workers and, as shown in Table A3.19, the great majority

(64 per cent) did so because of shortages in the labour market. The

security, social care, agriculture and cleaning sectors were most

affected. Around 23 per cent of employers employed migrant workers

because of their efficiency, especially in the childcare and textiles and

clothing sectors. Only 6 per cent of respondents said they employed

migrant workers because they were more qualified/skilled or to control

wage costs. Of those who gave other reasons, around half said it was

because they were equal opportunity employers and had recruited the

best candidate for the job. 
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Table A3.19

Main Reasons for Employing Migrant Workers

Per cent Because of Because of Because they To control Other
shortages in the their efficiency are more wage costs reasons

local labour qualified/skilled
market

Agriculture 70 29 8 7 6

Childcare 30 31 19 2 26

Cleaning 73 20 4 5 12

Food processing 69 27 4 7 7

Hairdressing 43 14 14 0 43

Hospitality 68 27 6 6 8

Leisure 42 26 11 4 22

Retail 51 26 4 4 15

Security 80 5 2 2 5

Social care 71 12 6 6 15

Textiles and clothing 44 31 0 10 17

All sectors 64 23 6 6 12

Base: All respondent firms employing migrant workers (26 per cent).
Note: Respondents gave multiple answers and row totals therefore do not add up to 100 per cent.

Bank Holidays

37 To assess the likely impact of the forthcoming legislation on annual

leave entitlement, we asked businesses whether their full-time

employees were entitled to paid leave on Public or Bank Holidays

(or alternative days in lieu) on top of their statutory leave entitlement –

currently 20 days. As indicated in Table A3.20, nearly three-quarters of

respondents said that their staff were entitled to paid leave on Bank or

Public Holidays. However, fewer businesses did so in the hospitality

and security sectors (55 per cent) and in the social care sector (63 per

cent). Those firms which reported a larger impact of the October 2005

upratings on their pay bill were less likely to provide paid leave on

these days. Employees in large firms were more likely to be entitled to

paid leave on Bank Holidays than those employed by medium-sized and

small firms. Only 67 per cent of Welsh businesses said that their

employees were entitled to paid leave on Bank Holidays compared with

80 per cent of firms in Northern Ireland. 
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38 Table A3.21 shows that in the great majority (79 per cent) of

businesses offering paid leave on some Bank Holidays, employees

were entitled to 7 or more Bank Holidays as paid leave and in 13 per

cent of respondent firms, employees were entitled to 5–6 days paid

leave. In only 7 per cent of firms were employees entitled to fewer

than 4 days paid leave on Bank Holidays. However, the position varied

across sectors. For instance, employees were entitled to 4 days paid

leave or fewer in up to 20 per cent of respondent firms in the

hospitality sector, one of the sectors with already the lowest proportion

of firms granting paid leave on Bank Holidays. In the textiles and

security sectors on the other hand, employees were entitled to 7 or

more Bank Holidays as paid leave in 88 and 93 per cent of firms

respectively. Large firms were also more likely to pay for 7 days or

more (93 per cent compared with 63 per cent of small firms).

Table A3.21

How Many Public or Bank Holidays (or Other Days in Lieu) are your Full-time

Employees Entitled to as Paid Leave?

Per cent 4 or less 5–6 7 or more

Agriculture 7 13 80

Childcare 9 15 76

Cleaning 6 11 83

Food processing 4 12 84

Hairdressing 12 22 66

Hospitality 20 19 61

Leisure 5 12 83

Retail 6 14 80

Security 5 2 93

Social care 6 11 82

Textiles and clothing 3 9 88

All sectors 7 13 79

Base: All respondent firms with employees entitled to paid leave on Public/Bank holidays (68 per cent). 

Table A3.20

Firms in Which Employees are Entitled to Paid Leave on Public or Bank Holidays (or Days in

Lieu)

Agriculture Childcare Cleaning Food Hair- Hos- Leisure Retail Security Social Textiles Total
processing dressing pitality care and

clothing

Per cent 79 78 67 86 73 55 77 82 55 63 89 73

Base: All firms that responded to the question (95 per cent).
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Compliance and Enforcement

39 We asked businesses whether they were aware of any other

businesses in their local area not complying with National Minimum

Wage requirements. As shown in Table A3.22, only 5 per cent of

respondent firms reported that they were aware of non-compliance in

their area. The most affected sectors were hospitality and security with

about one in ten firms being aware of potential non-compliance. 

40 Among those aware of non-compliance, very few firms were also aware

of any actions by HM Revenue and Customs (HMRC) to enforce the

National Minimum Wage, including those sectors with a high proportion

of firms which said that some of their competitors were not complying.

However, awareness of enforcement activities was highest (42 per cent)

in hairdressing, a sector which HMRC minimum wage enforcement

teams targeted in 2005 in a year-long campaign of education and

enforcement. Firms in the food processing and leisure sectors were also

more likely to be aware of enforcement actions.

Table A3.23

Percentage of Firms Aware of Enforcement Actions by HMRC

Agriculture Childcare Cleaning Food Hair- Hos- Leisure Retail Security Social Textiles All
processing dressing pitality care and sectors

clothing

Per cent 13 15 0 27 42 6 24 7 13 18 0 16

Base: All respondent firms aware of non-compliance (5 per cent).

Table A3.22

Percentage of Firms Aware of Non-compliance with National Minimum Wage Requirements in

their Local Area

Agriculture Childcare Cleaning Food Hair- Hos- Leisure Retail Security Social Textiles All
processing dressing pitality care and sectors

clothing

Per cent 2 6 5 3 7 9 4 3 10 4 2 5

Base: All firms that responded to the question (97 per cent).
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Conclusion

41 As in previous years, our survey has provided valuable information

about the impact of the 2005 upratings on those sectors most affected

by the minimum wage. 

42 Just over 40 per cent of respondents to the survey said that their

business had been affected by the October 2005 upratings and over

half of these firms reported that their wage bill had increased by 5 per

cent or more. The proportion affected is smaller than in the previous

surveys. However, the 2005 minimum wage upratings were more

modest than the 2001 and 2003 increases.

43 There is some evidence of the minimum wage upratings having an

impact on pay differentials, with about a third of affected firms

reporting having to increase pay rates to maintain differentials. Few

firms affected by the 2005 minimum wage upratings reported that

these had led to benefits for their business such as lower staff

turnover. However, nearly four out of five affected firms said that they

had experienced a decline in profits as a result of the upratings. Over

half also reported an increase in prices. A quarter to a third of affected

firms also responded to the October 2005 upratings by reducing their

overall levels of staff and basic and overtime hours. 

44 As in previous years, the survey highlighted that limited use is made of

age-related pay structures, with only 16 per cent of respondents having

age-related pay systems. However, 44 per cent of these firms reported

starting paying the adult rate at 22, a substantial increase compared

with the 2004 survey. 

45 For the first time this year, we asked businesses about their

employment of migrant workers. Just over a quarter of respondents

reported employing migrant workers, and the great majority of these

said they had started doing so, or had increased the number of such

employees, in the last year. Nearly four in five businesses that

employed migrant workers said they did so because of shortages in the

local labour market. 
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46 The survey highlighted that employees were entitled to paid leave on

Public or Bank Holidays in three-quarters of the businesses surveyed

and the majority of these granted 7 or more such days to their

employees. However, a substantial proportion of businesses in the

security, hairdressing and hospitality sectors were less likely to do so. 

47 Only 5 per cent of businesses reported being aware of non-compliance

in their sector and among these, few, with the exception of the

hairdressing sector, said they were aware of HMRC enforcement

activity. 
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NATIONAL 
MINIMUM WAGE SURVEY

Using BLACK ink, please indicate your answers with a cross or write in the figures requested.
All your answers will be handled in the strictest confidence.

1. How many workers in total does your business currently employ?  How many are men?  And how 
many women?  (Please include all workers – full-time, part-time, and casual staff)  (Please write in number)

nemoWneMlatoT

2. How many workers in your business are aged…?  (Please write in number)

revo ro 2212 ot 8171 ot 61

3. Has the October 2005 increase in the National Minimum Wage (NMW) affected your business in any way?

Yes (Go to Q4) No (Go to Q10)

4. What has happened to your TOTAL pay bill as a result of the October 2005 increase in the National
Minimum Wage? (Please cross one box)

No change Increased by less than 5%

Increased by more than 5% 

5. If you have increased the pay rates of staff as a result of the October 2005 increase in the National
Minimum Wage, was the increase due to any of the following reasons? (Please cross boxes which are applicable).

To comply with the new NMW rates (i.e. £5.05 for 22+ yrs, £4.25 for 18-21 yrs and £3.00 for 16-17 yrs) (Go to Q7)

To maintain pay differentials above the NMW of lowest pay rate (Go to Q6)

To maintain pay differentials for more experienced staff (Go to Q6)

To maintain pay differentials for higher-grade staff (e.g. supervisors) (Go to Q6)

Other reasons (Please specify) (Go to Q7)

6. Please specify the highest hourly pay rate you increased to maintain pay differentials, as a result of 
the October 2005 increase in the National Minimum Wage. (Please write in pounds and pence)

 £oT £morF

7. Has the October 2005 increase in the National Minimum Wage led to any of the following benefits for 
your business? (Please state whether significant, slight or none)

Significant Slight None

Lower staff turnover

Higher staff motivation

Faster filling of vacancies

+

+

+

X
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8. As a result of the October 2005 increase in the National Minimum Wage, have you changed any of the 
following in your business? (Please cross one box for each potential change)

Significant Slight Slight Significant No
Increase Increase Decrease Decrease Change

Overall staffing levels

Basic hours

Overtime hours

Overtime rates/incentive payments/bonuses/commission/tips etc

Non-wage benefits (e.g. meal vouchers, paid breaks etc)

9. Has the October 2005 increase in the National Minimum Wage led to changes in any of the following 
in your business?  (Please cross one box for each potential change)

Significant Slight Slight Significant No
Increase Increase Decrease Decrease Change

Profits

Prices

Measures taken to control labour costs (e.g. treatment of  

absence, paid breaks, staff meals, overtime rates)

Measures taken to control non-labour costs (e.g. costs of supplies,

distribution and marketing costs, improved stock control)

Use of new technology/processes

Quality of goods and services you provide

Introduction of new products or services

Use of unskilled/unqualified labour

Other (Please specify)

10. Do you have age-related pay structures? Yes (Go to Q11) No (Go to Q14)

11. Please enter the current minimum hourly rates for workers in each of the following age groups in your
business.  If you have no workers in any age band please leave blank. (Please write in pounds and pence)

 £    91 £81 £71 £61

20 £ 21 £ 22+ £ 

12. Has the introduction of a National Minimum Wage for 16 and 17 year olds in October 2004 (£3.00), or
the 2005 increase in the adult rate (£4.25 for 18-21 yrs and £5.05 for 22+ yrs) made you more or less
likely to employ workers in different age groups?   (Please cross one box for each age group)

More likely Less likely No change

Workers aged 16–17

Workers aged 18–21

Workers aged 22 or over

13. At what age is a worker entitled to your full adult rate? (Please write in number)

+

+

+
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14. If you employ apprentices, how many of your apprentices are aged…? (Please insert number in each age group)

Don’t employ apprentices (Go to Q16) 16 to 17 (Go to Q15)

18 (Go to Q15) 19 (Go to Q15)

20 (Go to Q15) 21 (Go to Q15)

22+ (Go to Q15)

15. What is your lowest hourly pay rate for employed apprentices?  (Please write in pounds and pence)

1st year apprentices £ 

2nd year apprentices £ 

3rd year apprentices £ 

16. If you employ migrant workers (non-UK nationals), has their number increased over the last 12 months? 
(Please cross one box).

We don’t employ migrant workers (Go to Q18)

Started employing migrants in last 12 months (Go to Q17)

Number has increased (Go to Q17)

Number has decreased (Go to Q17)

Number has not changed (Go to Q17)

17. For what main reason do you employ migrant workers?  (Please cross one box)

Because of shortages in the local labour market 

Because of their efficiency 

Because they are more qualified/skilled 

To control wage costs

Other reasons (Please specify)

18. At present, are your full-time employees entitled to paid leave on Public or Bank Holidays (or alternative days
in lieu) on top of their statutory annual leave entitlement?  Full-time employees are legally entitled to 20 days (4
weeks) paid annual leave (pro-rata if paid part-time). At present, Bank and Public Holidays can count towards the 20 days.

Yes (Go to Q19) No (Go to Q20)

19. How many Public or bank holidays are your full-time employees entitled to as paid leave? (Please cross one box)

erom ro 76-5ssel ro 4

20. In your local area, are you aware of any businesses not complying with National Minimum Wage requirements?

Yes (Go to Q21) No (Go to Q22)

21. Are you aware of any action by HM Revenue and Customs (formerly Inland Revenue) to enforce the 
National Minimum Wage in your local area?

oNseY

+

+

+



23. Do you have an incentive pay system (e.g. piece rate or payment by results)?

Yes (Go to Q23) No (Go to Q26)

24. What impact has the October 2005 increase in the National Minimum Wage had on your incentive 
system? (Please state whether significant, slight or none) 

Significant Slight None

Reduce differentials

Reduced competitiveness

Reduced ability to motivate employees

Reduced productivety

Increased costs

25. Do you determine the hours worked by your piece rate workers?

Yes (Go to Q26) No (Go to Q25)

26. Has the change from ‘fair estimate agreements’ to ‘fair piece rates’ in October 2004/April 2005 had 
either of the following impacts on your incentive system? (Please state whether significant, slight or none)

Significant Slight None

Reduced administration

Reduced complexity

Other (Please specify)

+
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22.  We would find helpful any other comments that you might have about your experience of the National
Minimum Wage.  Please continue on a separate sheet if necessary.  All your comments will be read.

+

23. Does your business provide services to the public sector?

Yes (Go to Q23) No (Go to Q26)

24. Did you seek to renegotiate the conditions of your public sector contract as a result of the October 
2005 increase in the National Minimum Wage?

oNseY

25. Were you successful in renegotiating the contract?

Yes No In part

26. What percentage of the increase in your pay bill due to the October 2005 increase in the National 
Minimum Wage were you able to recoup through negotiation?

None 1 to 24% 25 to 49%

50 to 74% 75 to 99% 100%

+

Additional Questions for the Social Care Sector

Additional Questions for the Textiles and Clothing Sector



An Overview

1 This appendix updates the information on overseas minimum wage

systems contained in the Commission’s 2005 Report. It also provides

brief, country-specific information where there is the possibility of a

minimum wage being introduced, or where there has been interesting

debate or developments in a country’s minimum wage arrangements.

Since our 2005 Report we have been consulted about the operation of

our minimum wage arrangements by representatives from a number of

countries, including Germany, Australia, New Zealand, Malaysia and

Hong Kong.

2 Among the states with an established minimum wage, we describe

changes to minimum wage arrangements in Australia and Portugal.

We also provide information on developments in the last couple of

years in France, the Netherlands, New Zealand and the United States.

In Ireland the social partners were unable to agree a new rate for 2007

and the matter was consequently referred to the Labour Court to make

a recommendation. 

3 Among those states contemplating the introduction of a minimum

wage, there has been continued public debate in Germany and the

States of Guernsey (the Guernsey Government) has been conducting

a public consultation.

4 As in previous reports, the information provided here has been

derived from contributions provided by British Embassies and High

Commissions and the Organisation for Economic Co-operation and

Development (OECD). We are grateful for the assistance they have

given us.
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5 Eurostat (2006) looked at the minimum wage rates of EU member

states and certain candidate countries on 1 January 2006. It found that

these countries could be divided into three groups in respect of the

level of the minimum wage. The first group had a monthly minimum

wage ranging from 82 to 331 Euros – mainly Eastern European

countries. The second group – Southern European – had a monthly

minimum wage ranging from 437 to 668 Euros, and included Portugal,

Slovenia, Malta, Spain and Greece. Group three – with a monthly

minimum wage of over 1,200 Euros – was made up of the Northern

European states of France, Belgium, the UK, the Netherlands, Ireland

and Luxemburg. When differences in purchasing power were taken

into account, the disparity between member states (in Euros) reduced,

but the ranking remained virtually unchanged. Therefore, as in previous

reports, we have compared the UK’s minimum wage arrangements

with those systems in the longer established EU states, as opposed to

those which joined since 2004, and which in the main have

substantially lower rates. We also include other selected OECD

countries so that the information presented is consistent with that

presented in previous reports.

6 We provide a comparison of minimum hourly wage rates across the

selected OECD countries, as at the end of 2006 (Table A4.1). As

always, caution should be taken in drawing comparisons between

countries as definitions of what counts towards the minimum wage

differ. Not only this, there are also differences with regard to the age

at which the minimum wage rate(s) apply, whether there are any

exemptions, and in the overall coverage of the respective mechanisms.

In addition, anniversary dates vary, with some countries expected to

increase their wage rates again in early 2007 – detailed under Specific

Country Updates.

7 When measuring minimum wage rates against the general level of

earnings in the UK economy, we have regarded median, rather than

average (mean), earnings as the more appropriate comparator. This is

because of the disproportionate influence on the UK’s earnings

distribution of a relatively few high earners – which drives up the mean

earnings figure. The OECD has again supplied data on minimum wage

rates as a proportion of median earnings, with Table A4.2 giving this

information for mid-2005 (the latest available period). This ranks the UK
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minimum wage in mid-table among the group of countries shown. For

comparisons with mean earnings, the Government provided evidence

to the Commission which can be seen at www.dti.gov.uk. 

8 As in previous reports, we also describe the approaches adopted

across countries for uprating their minimum wages, enforcing the

provisions and any age variations. In most cases these remain the

same as reported in 2005 (Tables A4.3 to A4.6).

Specific Country Updates

Australia

9 The wage-setting and adjusting functions of the Australian Industrial

Relations Commission have been replaced by the Australian Fair

Pay Commission. The Fair Pay Commission was established on

14 December 2005 under the Workplace Relations Amendment

(WorkChoices) Act 2005 as a statutory body independent of the

Australian Government. It is responsible for setting and adjusting the

Federal Minimum Wage and other minimum rates of pay1. It also sets

minimum wage rates for juniors, apprentices, trainees and employees

with a disability. Its wage setting powers commenced on 27 March

2006. The Fair Pay Commission carried out a public consultation

throughout the middle of 2006 and announced its first wage-setting

decision on 26 October 2006. This raised the Federal Minimum Wage

to Aus $13.47 per hour (an increase of 5.6 per cent), effective from

1 December 2006. The Fair Pay Commission has announced a

minimum wage review in 2007, with a decision expected mid-year.

It will also conduct reviews of junior and trainee wage rates.

France

10 After several years in which a range of minimum wages applied, the

national minimum wage rise in July 2005, combined with lower rises

in various special guaranteed monthly wage rates for workers who

had moved to the 35 hour week, meant these different rates

converged so there was once again a single rate. The minimum wage
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rose by 3.05 per cent to €8.27 per hour in July 2006, with the

Government deciding to go beyond the minimum price-based increase

required by law – which would have seen a 2.75 per cent rise.

Germany

11 In our 2005 Report we noted that a public debate was taking place in

Germany over the possibility of introducing a national minimum wage,

and this continued during 2006. As well as the principle of introducing a

minimum wage, debate has taken place on such matters as the level at

which it might be introduced; whether it should be a ‘living wage’ or a

wages ‘floor’; and the role of collectively agreed sector minimum rates

in any statutory minimum wage system. Discussion has also centred

on the impact of a minimum wage on work incentives for those

receiving social payments.

12 At present an approximation to a minimum wage in Germany is

achieved by way of the posted workers’ law, which requires all

employers in a particular sector to pay the collectively negotiated rate

for the job. Previously the law was used only in the building industry.

In 2006 the Government announced its intention to extend the use of

this law, effectively to introduce a minimum wage for office cleaners.

Other sectors are being considered, including agency work, agriculture,

hotels and catering, security and meat processing. The Government

is expected to produce proposals in March 2007 on a wider reform

package, but at present it is still unclear whether a minimum wage will

be included and, if so, what form it will take. Chancellor Merkel has

ruled out a universal UK-style national minimum wage.

Guernsey

13 Consultation is currently taking place about the possible introduction of

a statutory minimum wage in Guernsey. Jersey has had a minimum

wage since April 2005; its introduction featured in our 2005 Report.

At the end of 2006, the States of Guernsey Government’s Commerce

and Employment Department conducted a public consultation on the

implications of minimum wage legislation should it be introduced.

Following consideration of the comments received, the Department will
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report back to the States on whether a minimum wage is required, and if

so, make recommendations as to its scope, application and enforcement.

Ireland

14 Employer and trade union representatives failed to agree the minimum

wage revision due to commence at the beginning of 2007. The matter

was referred to the Labour Court and in early December 2006 the court

recommended an increase from the existing rate of €7.65 to €8.30 on

1 January 2007 and to €8.65 on 1 July 2007. The final decision rested

with the Minister for Labour Affairs, who later in December confirmed

these new minimum wage rates. 

Netherlands

15 Following an agreement between the Government and the social

partners for a wage freeze in 2004 and 2005 in line with the

Government’s policy of restoring Dutch competitiveness, the minimum

wage was uprated in January and July 2006, with a further rise in

January 2007 to take the rate to €300.20 per week or €7.51 per hour.

New Zealand

16 Recent developments in New Zealand have concentrated on the youth

rate. In 2000 the youth rate was increased from 60 per cent to 80 per

cent of New Zealand’s adult minimum wage and adult rates were

applied to 18 and 19 year olds. Following the general election in

September 2005, the Labour Government announced that it would

increase the adult minimum wage to NZ $12.00 per hour in 2008 ‘if

economic conditions allow’ (the rate currently in force is NZ $10.25 per

hour, up from NZ $9.50 in March 2006, and due to rise to NZ $11.25 in

April 2007). Under this agreement youth rates would remain at 80 per

cent of the adult wage rate. However a private member’s bill was

introduced to Parliament in February 2006 seeking to abolish youth

rates. If the proposed legislation is passed, the adult minimum wage

will be extended to cover 16 and 17 year olds. The bill has so far

progressed through its legislative stages, with support from Labour,

and the Select Committee will report back in May 2007.
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17 Outside of the legislative process there has been a union-led campaign

aimed at increasing the minimum wage to NZ $12.00 per hour and

abolishing youth wages, so that young people receive the adult wage

rate. This has subsequently led to some companies abolishing a

separate youth wage or, as in one case in the restaurant sector,

agreeing to raise youth staff pay to 90 per cent of the adult

minimum wage.

Portugal

18 In December 2006 new rules were agreed between the Government

and the social partners for Portugal’s national minimum wage. The

agreement provided that the minimum wage for 2007 would be set

at €403 per month (up from €385.90 in 2006), and that it should

reach €450 by 2009 and €500 by 2011. Under this new multi-annual

approach, aimed at providing both workers and employers with

increased stability, a new tripartite committee will be set up, bringing

together representatives from the Government, unions and employers.

This committee will monitor Portugal’s economic conditions – looking

in particular at the sectors and/or regions with the highest shares of

low-paid workers and/or more exposed to international competition –

as well as the economic and social impact of the minimum wage.

It will issue, at the end of each year, a recommended upgrade for the

national minimum wage. The Government will then consider this

recommendation and, following a final consultation with the social

partners, set the wage for the subsequent year.

United States

19 At the end of 2006 the federal minimum wage, last increased in 1997,

remained at US $5.15 an hour, or US $2.13 an hour for employees who

earn tips. This looks set to change. Increasing the minimum wage is a

top priority for the Democratic-led 110th Congress that convened on

4 January 2007. Many states have not waited for federal action. More

than half of the US population lives in the 22 states, and the District of

Columbia, which have passed legislation requiring employers to pay

more than the federal minimum. Current state levels range from

US $6.15 in Delaware, Maryland and Minnesota to US $7.93 in

Washington State. 
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Comparison of Minimum Wage Systems

Table A4.1 

Comparison of Level of Minimum Wages(a) Across Countries, End 2006

In national currency In UK £, using: Date of last Age full
expressed as hourly rate(b) Exchange PPPs(d) uprating minimum

rates(c) wage
usually

applies(e)

Australia(f) Aus $13.47 5.41 5.88 December 2006 21

Belgium €7.12 (€1234.20/month) 4.79 5.09 August 2005 21

Canada(g) Can $7.57 3.58 3.85 (h) 16

France €8.27 5.56 5.73 July 2006 18

Greece(i)
€3.50 (€27.96/day) 2.35 2.94 September 2006 15

Ireland €7.65(j) 5.14 4.32 May 2005 20

Japan(k) Yen 673 3.02 2.94 October 2006 16

Netherlands €7.41(l) (€296.45/week) 4.98 5.19 July 2006 23

New Zealand NZ $10.25 3.61 4.15 March 2006 18

Portugal(m)
€2.23 (€385.90/month) 1.50 2.05 January 2006 16

Spain(m)
€3.12 (€540.90/month) 2.10 2.56 January 2006 16

United Kingdom £5.35 5.35 5.35 October 2006 22

United States US $5.15(n) 2.75 3.23 1997 20

Sources: British Embassies and High Commissions. OECD Minimum Wage Database. LPC calculation of
exchange rates and PPPs. PPPs derived from CPLs, OECD Main Economic Indicators, October 2006. For
exchange rates, Bank of England monthly average spot exchange rate, October 2006.

Notes:
(a) In all cases, the minimum wage refers to the basic rate for adults.
(b) For countries where the minimum wage is not expressed as an hourly rate, the rate has been converted

to an hourly basis assuming a working time of 8 hours per day, 40 hours per week and 173.3 hours
per month. 

(c) October 2006.
(d) Purchasing Power Parities (PPPs) derived by applying OECD Comparative Price Levels (CPLs) – ratio of

PPPs for private consumption to exchange rates – for October 2006.
(e) Exemptions and special rules apply in many cases. For example, in France and the United States the full

adult rate applies to young workers with a tenure of more than 6 and more than 3 months respectively.
See Table A4.5 for further details.

(f) Federal minimum wage – expressed as hourly rate under Fair Pay Commission arrangements.
(g) Weighted average of provincial/territorial rates. 
(h) Date of last uprating varies between provinces. 
(i) For blue collar workers.
(j) To increase on 1 January 2007 to €8.30 (in UK £=5.58 using exchange rates, and £=4.69 using PPPs),

and on 1 July 2007 to €8.65 (in UK £=5.82 using exchange rates, and £=4.89 using PPPs).
(k) Weighted average of prefectural rates.
(l) Excludes 8 per cent supplement for holiday pay.
(m) Not including annual supplementary pay of two additional months of salary for full-time workers.
(n) Federal minimum wage. Tipped employees receive a lower minimum wage of $2.13 per hour in

direct wages.
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Table A4.2

Adult Minimum Wages Relative to Full-time Median Earnings, Mid-2005(a)

Country Percentage

France 58.0

Australia(b)

– LFS 57.1
– ES 53.6

New Zealand 56.1

Ireland 54.5

Greece 48.8

Belgium 48.0

Netherlands(c) 46.0 (49.7)

United Kingdom(d) 44.9

Canada 39.9

Portugal(e) 37.6 (43.9)

Japan 33.2

Spain(e) 32.8 (38.3)

United States 32.0

Sources: Minimum wages and median earnings for full-time workers: OECD estimates and OECD Earnings
Structure Database.

Notes:
(a) In all cases, the minimum wage refers to the basic rate for adults. Except for the UK and US the median

earnings data for full-time workers for mid-2005 are estimates based on extrapolating data for earlier
years, in line with other indicators of average earnings growth. All earnings data are gross of employee
social security contributions.

(b) Two estimates of median earnings are available based on the Labour Force Survey (LFS) and an Enterprise
Survey (ES). In each case, the data refer to weekly earnings. The minimum wage refers to the Federal
Minimum Wage.

(c) The ratio including 8 per cent supplement for holiday pay is given in parentheses.
(d) Differs from the LPC estimate in Chapter 2 (Table 2.2), as the OECD estimate is for full-time, rather than all,

employees.
(e) The ratio including annual supplementary pay of two additional months of salary is given in parentheses.

Table A4.3

Uprating of Minimum Wages

Country Method of Uprating

Australia An independent body (the Australian Fair Pay Commission) is responsible for setting
a Federal Minimum Wage. From 2006 it replaced the Australian Industrial Relations
Commission (AIRC) for this function. It handed down its first ruling in October 2006,
increasing the Federal Minimum Wage with effect from 1 December 2006.

Belgium The minimum monthly average guaranteed income is set for the private sector
by a collective employment agreement reached at the National Labour Council
(social partners).

Canada In most provinces, minimum wages are fixed (and increased) by regulation. A provincial
Governor-in-Council has the authority to change regulations which are frequently based
on recommendations of a Minimum Wage Board, Review Committee, Labour Standards
Board or the Minister of Labour.

In Quebec, minimum wage increases are based on eleven indicators, including the ratio
between the minimum wage and the average hourly wage. However, increases are still
made by regulation.

In the Yukon, the Employment Standards Board now provides regular annual minimum
wage rate increases for the following year based on the consumer price index for the
territory’s capital.
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Country Method of Uprating

In the Northwest Territories and Nunavut, minimum wage rates are set by statute,
therefore any rate increases require a legislative amendment to be passed by the
legislature.

The rate for the federal jurisdiction is the general adult minimum wage rate of the
province or territory where the work is performed.

France The minimum wage is reassessed each year on 1 July. The uprating must be at least half
that of the increase in purchasing power of the average hourly wage. During the course
of the year if the price index increases by over two per cent, the minimum wage is
increased automatically by the same amount. The Government can also increase the
minimum wage at any time.

Greece The statutory minimum wage is laid down in the National General Collective Labour
Agreement (NGCLA) and applies to all workers in the private sector (civil servant pay
levels are set separately by the Government). The NGCLA is the result of negotiations
between the social partners. Since the mid-1990s it has covered a two-year period and
upratings take account of past and anticipated levels of inflation and other factors,
including the national level of productivity. Increases in the minimum wage take place
once or twice yearly.

Ireland The national minimum wage can only be increased following a recommendation in a
national agreement. Where there is no national agreement, any organisation which the
Labour Court is satisfied is substantially representative of employees or employers can
ask the Labour Court to examine the national minimum hourly rate of pay, not earlier
than 12 months after the Minister last declared a national minimum hourly rate of pay.
The Labour Court can then make a recommendation to the Minister.

Japan The system operates regionally. The minimum wage is reviewed and amended each
Autumn. Regional Minimum Wage Councils, comprising representatives of labour unions,
employees and public agencies, make a proposal based on their consideration of
the cost of living, salary of workers in similar industries, and the financial capability
of employers. The final decision is made by the Director of the Regional Labour
Standard Agency.

In addition, if specific industries believe it is necessary to set a higher rate than the
regional minimum wage, they can set their own rate by industry within the prefecture.
The labour and management representatives of the industry must submit the rate to the
Regional Minimum Wage Council.

Netherlands The Ministry of Social Affairs normally uprates twice yearly (on 1 January and 1 July).
Wage inflation is used to determine by how much the minimum wage is increased.
An average figure is derived from all the sectoral Collective Agreements. There are
circumstances, however, when the Government can decide not to increase the minimum
wage. The Government, in consultation with the social partners, may decide not to link
the minimum wage to average contractual wage rises if it considers that the ratio
between the number of people claiming social benefits and the number of people
working is rising too fast. This happened between 1993 and 1996 and in 2004/5. A major
evaluation of the minimum wage system is carried out every four years, mainly to
consider whether the level is too high or too low compared with average wages and
the overall condition of the labour market.

New Zealand The Minister of Labour conducts annual reviews in accordance with the Minimum Wage
Act by 31 December each year. The review considers the effectiveness of the minimum
wage in meeting its objectives and there are set criteria for reviewing changes to the
minimum wage. The Minister invites submissions from the New Zealand Council of Trade
Unions and Business New Zealand, as well as other organisations. The Minister makes
recommendations to the Governor General on the basis of these submissions and
analysis undertaken by a number of Government departments. Amendments to the
minimum wage usually come into force in March of the following year.

Portugal Up until 2006 an Inter-Ministerial annual review considered the social and economic
effects of the minimum wage. This included the expected inflation rate and productivity
levels. Following consultation with the social partners, the wage was usually uprated
annually and implemented from January of each year. However, from 2007 a tripartite
committee (with representatives from Government, unions and employers) will monitor
economic conditions (including inflation, GDP and productivity), consider the social and
economic impacts of the minimum wage and issue a recommended annual upgrade.
Following consultation with the social partners, and taking the medium-term objectives
(minimum wage to rise to €450 by 2009, and to €500 by 2011) into consideration, the
Government will set the annual increase, to be implemented from January of the
following year. The minimum wage will rise to €403 per month in January 2007.
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Country Method of Uprating

Spain The Government uprates annually following consultation with the social partners.
The Government is obliged to take account of inflation, average national productivity,
participation levels and general economic conditions.

UK The Government considers recommendations from an independent Commission, which
reports following wide-ranging consultation and consideration of the effects on the
economy, as well as on specific sectors and groups of workers. Since the minimum
wage was introduced in 1999 there have been annual upratings.

US Changes to the Federal minimum wage are voted on by Congress intermittently. Most
States have their own minimum wage rates. Where Federal and State laws stipulate
different rates, the higher rate applies. 

Source: British Embassies and High Commissions. LPC.

Table A4.4

Enforcement of Minimum Wages

Country Method of Enforcement

Australia In the Federal jurisdiction complaints are lodged with the Office of Workplace Services
and are investigated by inspectors. Employees can also refer claims to a Small Claims
Court. Similar processes apply in State jurisdictions.

Belgium Labour inspectorate.

Canada In each jurisdiction, the employment or labour standards legislation contains provisions
for the enforcement of minimum wage requirements and the payment of wages. While
the system of enforcement varies across the country, generally complaints regarding
unpaid wages or a violation of minimum wage requirements may be made to the labour
standards branch. Labour standards inspectors also have the legal authority to perform
random inspections to ensure compliance.

France Labour inspectorate (which is also responsible for general conditions of work and health
and safety). Inspectors carry out random checks and investigate complaints from trade
unions and individual employees. 

Greece Labour inspectorate. Employers can be sued by employees, who have to pay their own
costs, or by inspectors.

Ireland The national minimum wage is enforced by Labour Inspectors in the Department of
Enterprise, Trade and Employment, who conduct both routine inspections and investigate
complaints. Disputes can be referred to the Rights Commissioner Service of the Labour
Relations Commission.

Japan Labour inspectorate.

Netherlands Labour inspectorate periodically reports on the application of the minimum wage in
practice. Employers are informed of pay salaries below the minimum wage but the
Labour inspectorate is not able to take employers to court; the employee must do this.

New Zealand Labour inspectorate may take action in the Employment Relations Authority or the
Employment Court to recover wages owing, plus penalties. Alternatively Labour
Inspectors may issue a demand notice requiring that the employer pay monies to an
employee, as assessed by the Labour Inspector. Complaints received from a person
other than the employee are proactively investigated. 

Portugal The labour inspectorate is responsible for enforcing labour legislation and regulations
governing general working conditions, including the minimum wage. Inspectors carry out
random checks and investigate complaints from trade unions and individual employees.

Spain Labour inspectorate (which also has the power to enforce a wide range of labour issues,
including collectively-bargained rates). It can fine employers, or the employee can take
the case to tribunal to obtain back pay. The system is both reactive and proactive.
There are around 600 inspectors and 800 assistants, stationed on a provincial basis.

UK HM Revenue and Customs is the enforcement agency. It conducts both proactive,
targeted enforcement and investigation of complaints. Employees also have the right to
take their case to an Employment Tribunal. There is a free telephone help-line, with all
calls followed up, including anonymous complaints.

US Wage and Hour Division in the Department of Labor is responsible for enforcing the
Federal minimum wage. It both pursues complaints and is proactive, targeting specific
low wage industries. There is a team of approximately 750 inspectors nationwide. 

Source: British Embassies and High Commissions. LPC.
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Table A4.5

Age Variations Under Minimum Wage Systems

Country Treatment by Age

Australia Junior rates contained in Australian Pay and Classification Scales (Pay Scales)
vary across industries and occupations. Typically a sliding scale applies from age 16 
(40–50 per cent of the adult minimum wage) through age 18 (65–80 per cent) to age 20 
(85–100 per cent). Adult wages apply at age 21.

Belgium Full minimum wage applies at age 21. An additional premium is payable to workers aged
211⁄2 who have been employed for at least 6 months and to workers aged 22 who have
been employed for at least 12 months. There is a 6 per cent deduction from the minimum
wage for each year below age 21, with those aged 16 or under receiving 70 per cent of
the full rate. 

Canada Full minimum wage at all ages except in Ontario, which has retained youth rates.
Both British Columbia and Nova Scotia have introduced a first job/entry-level wage
rate for workers new to the paid labour market.

France Full minimum wage at age 18. Certain categories of young people receive a reduced rate,
provided they have worked for fewer than six months in a sector (80 per cent for those
aged 16 and 90 per cent for those aged 17).

Greece Full minimum wage at age 15 (but variation depending on length of employment and
marital status). 

Ireland Full minimum wage applies to an experienced adult employee, which is an employee
who has had any employment whatsoever in any two years over the age of 18, unless
undergoing structured training or study. Employees in the first year after the date of first
employment over age 18 receive 80 per cent of the full minimum rate and they receive
90 per cent in the second year. All employees under age 18 are entitled to 70 per cent of
the full adult rate.

Japan There is no variation according to age for regional or sectoral minimum wages.

Netherlands Full minimum wage at age 23. Youth rates are 30 per cent at age 15, 34.5 per cent at age
16, 39.5 per cent at age 17, 45.5 per cent at age 18, 52.5 per cent at age 19, 61.5 per cent
at age 20, 72.5 per cent at age 21 and 85 per cent at age 22. 

New Zealand Full minimum wage at age 18. 16–17 year olds receive 80 per cent of the main rate.
Although trainees aged 18 and over may be paid a training rate below the main minimum
wage rate; the training rate is equivalent to the youth minimum wage rate and applies to
people doing recognised industry training.

Portugal Full minimum wage at all ages. Exceptions are apprentices and trainees in qualified or
highly qualified jobs, who can receive 80 per cent for up to a year, or 6 months if the
course is technical/professional. 

Spain Full minimum wage at age 16. Young people who were unemployed but join various
training schemes to help them to enter the labour market receive 75 per cent of the
minimum wage.

UK Full minimum wage at age 22. Separate rates exist for 16–17 and 18–21 year olds
(currently 62 and 83 per cent respectively of the adult rate). 

US Full minimum wage at all ages, except below age 20 where lower rate of $4.25 can apply
(approximately 82.5 per cent of full minimum wage) for the first 90 days in any job. Also
full-time students can be paid 85 per cent of the minimum wage. Additionally, student-
learners (those aged 16 and over who are enrolled in vocational education) can be paid
75 per cent of the minimum wage while on the vocational education programme.

Source: British Embassies and High Commissions. LPC.
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Table A4.6

Youth Minimum Wage Rates as a Percentage of Adult Minimum Wage Rates,

End 2006

Country Percentage at age 16 Percentage at age 17 Average percentage 
at ages 18/19

Australia(a) 50 60 75

Belgium 70 76 85 

Canada 100(b) 100(b) 100

France(c) 80 90 100

Greece 100 100 100

Ireland 70 70 85

Japan 100 100 100

Netherlands 34.5 39.5 49

New Zealand 80 80 100

Portugal 100 100 100

Spain 100 100 100

UK 62 62 83

US(c) 82.5 82.5 82.5

Sources: OECD Minimum Wage Database. British Embassies and High Commissions. LPC.

Notes:
(a) As prescribed in the Pay Scales derived from New South Wales Shop Employees Award. These rates are

broadly representative of the rates for younger workers prescribed in other Pay Scales. 
(b) All provinces except Ontario.
(c) For France and the United States, the reduced rates apply to young workers with a tenure of fewer than

6 months and 3 months, respectively.
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1 Since the 2005 Report, we have conducted an internal review of the

composition of the low-paying sectors. In order to identify low-paid

workers more accurately, we concluded that we should revise the

industry-based definitions used in previous reports and introduce a new

definition of low-paying sectors based on low-paying occupations. The

new definitions of low-paying sectors, as set out in this appendix, are

used in this report.

2 As the Annual Survey of Hours and Earnings (ASHE) data are regarded

by the Office for National Statistics (ONS) as the best data source

available for information on earnings by industry and occupation, the

review used ASHE to identify industries and occupations that had an

above average number of employees paid below certain pay

thresholds. The Standard Industrial Classification (SIC 2003) and the

Standard Occupational Classification (SOC 2000) were used as the

building blocks to aggregate these low-paying industries and

occupations into recognisable sector groups. 

3 The Labour Force Survey (LFS) and the ONS employee jobs series

were then used to check whether the employment data for the low-

paying occupations and industries identified were of sufficient quality to

enable reliable analysis. 

Defining the Low-paying Sectors

4 Our analysis of the low-paying sectors and occupations in Chapter 3 is

based on ten industrial sectors and two occupations – childcare and

office work. Our review showed that the definitions of low-paying

sectors we had been using prior to this report remained largely

appropriate but it also identified a few areas where we could improve

our coverage of low-paid workers. We outline below the composition of
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each of these sectors and occupations and the changes we have

instigated.

New Industry-based Low-paying Sectors

5 We have retained, in large part, the definitions of low-paying sectors

used in previous reports with a few amendments. We have made small

changes to the definition of the textiles and clothing sector and

expanded the definition of the retail, social care and cleaning sectors.

We have added two new sectors – food processing (which includes the

manufacture of food products; food processing and food preparation)

and leisure, travel and sport. Details of the revised definitions are as

follows:

� Retail: We have added ‘Sale, maintenance and repair of motor

vehicles and motorcycles’ (SIC2003 = 50), which includes the ‘Retail

sale of automotive fuel’, to the previously defined retail sector

(SIC2003 = 52). Our definition of the retail sector now covers all

retail and repair industries but excludes wholesale activities. The

‘Renting of video tapes and DVDs’ industry (SIC2003 = 71.405) has

also been added where the data can separately identify this category.

Retail therefore now consists of the SIC2003 codes 50, 52 and

71.405.

� Hospitality: The sector that covers hotels, bars and restaurants has

remained unchanged. Hospitality consists of the SIC2003 code 55.

� Social care: We have added ‘Social work activities without

accommodation’ (SIC2003 = 85.32) to the social care sector, which

previously consisted solely of ‘Social work activities with

accommodation’ (SIC2003 = 85.31). This change has partly been

driven by changes to the ONS employee jobs series, which merged

these two categories in June 2005. We have also added the

‘Medical, nursing home activities’ sector (SIC2003 = 85.113) to our

categorisation of social care. Social care now consists of SIC2003

codes 85.3 and 85.113.

� Textiles and clothing: We have removed ‘Manufacture of footwear’

(SIC2003 = 19.3) from our original definition of the textiles, clothing

and footwear sector. The footwear sector employs very few workers

and is no longer regarded as low-paying: only 7 per cent of
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employees earned less than £5.35 an hour in April 2005. This sector

has been renamed as the ‘Manufacture of textiles and clothing’ and

consists of SIC2003 codes 17 and 18.

� Cleaning: We have added ‘Washing and dry cleaning of textile and

fur products’ (SIC2003 = 93.01) to ‘Industrial cleaning’ (SIC2003 =

74.7) in this sector. As a result, the cleaning sector now includes

SIC2003 codes 74.7 and 93.01.

� Hairdressing: This sector, which includes hairdressing, beauty

treatments and physical well-being activities, has not been revised

and will continue to be defined by SIC2003 codes 93.02 and 93.04.

� Security: This sector has not been revised and will continue to be

defined by SIC2003 code 74.6.

� Agriculture: This sector, which includes agriculture, hunting, fishing

and forestry, has not been revised and will continue to be defined by

SIC2003 codes 01–05.

� Leisure, travel and sport: This is a new low-paying sector, which

includes sporting activities, cinemas and other entertainment and

recreational activities. The leisure, travel and sport sector consists of

SIC2003 codes 92.13, 92.3, 92.6 and 92.7.

� Food processing: We have also introduced food processing as a

new sector. It includes the production, processing and preserving of

meat, fish, fruit and vegetables, oils and fats, dairy products, grain,

animal feeds and other food products (SIC2003 = 15.1 to 15.8).

There is some ambiguity in the demarcation of food activities

considered as retail (e.g. some bakers, fishmongers, pastry shops

and butchers) and those regarded as manufacturing and processing.

Where the processing is minimal and does not lead to a real

transformation, the unit is classified to the wholesale or retail trade.

Food processing thus consists of the SIC2003 codes 15.1 to 15.8.

6 Unlike the sectors listed above, childcare cannot be assigned to a

corresponding industry-based sector. It cuts across the health, social

work and education industries. Nurseries are assigned to the ‘Primary

education’ sector. Child day-care activities are assigned to ‘Social work

activities without accommodation’. Orphanages, children’s hostels and

residential nurseries are assigned to ‘Social work activities with
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accommodation’. Because childcare cannot be disaggregated from

these broader sectors, we use an occupation-based definition as

described below.

7 Similarly, office work cuts across several industries, including banking,

finance, business services and public administration, and cannot be

assigned to an industry-based sector, therefore we use an occupation-

based definition as described below.

8 The coverage of low-paid employees using these new industry

definitions is nearly 70 per cent (compared with around 55 per cent

using the old definition). Table A5.1 presents the new classifications

in tabular form. 

New Occupation-based Low-paying Sectors

9 Previously we defined the low-paying sectors using industrial

classifications, with the exception of the childcare sector, which was

based on an occupational definition because an appropriate industrial

classification was not available. In order to enhance our understanding

of the situation of low-paid workers, we investigated the data on low-

paying occupations. As a result of our investigations we have decided

to supplement our definition of low-paying sectors by the use of

definitions based on low-paying occupations. The sector headings

relate closely to the industry-based sectors and relate mainly to the

elementary occupations. Details of the categorisations are as follows: 

� Retail: ‘Retail assistants and cashiers’ (SOC2000 = 711), ‘Customer

services’ (SOC2000 = 721) and ‘Elementary sales occupations’

(SOC2000 = 925). 

� Hospitality: ‘Chefs, cooks’ (SOC2000 = 5434), ‘Hotels, porters’

(SOC2000 = 9222), ‘Kitchen and catering assistants’ (SOC2000 =

9223), ‘Waiters, waitresses’ (SOC2000 = 9224) and ‘Bar staff’

(SOC2000 = 9225).

� Social care: ‘Care assistants and home carers’ (SOC2000 = 6115).

� Textiles and clothing: ‘Tailors and dressmakers’ (SOC2000 = 5414),

‘Textiles, garments and related occupations’ (SOC2000 = 5419),

‘Textiles, process operatives’ (SOC2000 = 8113), ‘Clothing cutters’

(SOC2000 = 8136) and ‘Sewing machinists’ (SOC2000 = 8137). 
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� Cleaning: ‘Housekeeping’ (SOC2000 = 6231), ‘Industrial cleaning

process occupations’ (SOC2000 = 9132) and ‘Elementary cleaning’

(SOC2000 = 923).

� Hairdressing: ‘Hairdressers and related’ (SOC2000 = 622).

� Security: ‘Security guards and related’ (SOC2000 = 9241), ‘Car park

attendants’ (SOC2000 = 9245) and ‘Elementary security occupations’

(SOC2000 = 9249).

� Agriculture: ‘Elementary agricultural occupations’ (SOC2000 = 911).

� Leisure, travel and sport: ‘Sport and leisure assistants’ (SOC2000 =

6211), ‘Travel and tour guides’ (SOC2000 = 6213), ‘Leisure and

theme park attendants’ (SOC2000 = 9226) and ‘Elementary personal

services not elsewhere classified’ (SOC2000 = 9229).

� Food processing: ‘Butchers, meat cutters’ (SOC2000 = 5431),

‘Bakers, flour confectioners’ (SOC2000 = 5432), ‘Fishmongers,

poultry dressers’ (SOC2000 = 5433) and ‘Food, drink and tobacco

process operatives’ (SOC2000 = 8111).

� Childcare: ‘Nursery nurses’ (SOC2000 = 6121), ‘Childminders and

related’ (SOC2000 = 6122), ‘Playgroup leaders and assistants’

(SOC2000 = 6123), ‘School crossing patrols’ (SOC2000 = 9243) and

‘School mid-day assistants’ (SOC2000 = 9244).

� Office work: ‘Telephonists’ (SOC2000 = 4141), ‘Receptionists’

(SOC2000 = 4216) and ‘Elementary office occupations not included

elsewhere’ (SOC2000 = 9219). 

10 Table A5.1 summarises the above information. The coverage of the

low-paid using these definitions of low-paying occupations is about 70

per cent. 

Conclusion 

11 In most low-paying sectors there is a good correlation between the

industry-based and occupation-based definitions in terms of coverage,

except for those sectors which have no corresponding industry or

occupation classifications (office work and childcare) and for the

cleaning sector (which is three times smaller in the industry
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classifications). Cleaning occupations are carried out across many

industries. If these are performed in-house, the cleaning jobs will be

assigned to the industry in which the cleaning has taken place. In

contrast, hairdressing jobs are almost entirely carried out in the

hairdressing industry. 

12 Future employment and wage analyses will be presented using both

definitions (industry and occupation). The ONS regards the LFS as the

best available measure of employment by occupation and therefore this

will be our source for the low-paying occupation-based sectors. We

will, however, continue to use the ONS employee jobs series for our

industry-based low-paying sectors as the ONS considers that this

series provides the most accurate measure of employment by

industrial sector. 

Table A5.1 

SIC and SOC Coding of the Low-paying Sectors Defined by Industry and

Occupation 

Low-paying Old definition New industry- Occupation-
sector/occupation (SIC 2003) based definition based definition 

(SIC 2003) (SOC 2000)

Retail 52 50, 52, 71.405 711, 721, 925

Hospitality 55 55 5434, 9222, 9223, 
9224, 9225

Residential social care 85.31 n.a. n.a.

Social care (residential 
and non-residential) n.a. 85.3, 85.113 6115

Cleaning 74.7 74.7, 93.01 6231, 9132, 923

Security 74.6 74.6 9241, 9245, 9249 

Hairdressing 93.02, 93.04 93.02, 93.04 622

Textiles, clothing and footwear 17, 18, 19.3 n.a. n.a.

Textiles and clothing n.a. 17, 18 5414, 5419, 8113,
8136, 8137

Agriculture 01–05 01–05 911

Childcare 612 (SOC 2000) n.a. 6121, 6122, 6123,
9243, 9244

Food processing n.a. 15.1–15.8 5431, 5432, 5433, 8111

Leisure, travel and sport n.a. 92.13, 92.3, 92.6, 92.7 6211, 6213, 9226, 9229

Office work n.a. n.a. 4141, 4216, 9219

Note: n.a. = not applicable.
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1 While research and consultation are invaluable, official data also have

an essential role to play in assessing the impact of the National

Minimum Wage. In this appendix, we review the most important

changes made since the 2005 Report to the data sources used in our

analyses of employment and earnings. These are: the Labour Force

Survey (LFS), the Office for National Statistics (ONS) employee jobs

series and the Annual Survey of Hours and Earnings (ASHE).

Employment

2 There are two main sources of employment information, the LFS and

the ONS employee jobs series. The two sources measure different

things and give different results: the LFS captures the number of

people in employment, while the employee jobs series measures the

number of jobs in the economy. 

Labour Force Survey

3 The LFS is a quarterly survey of about 60,000 UK households and is the

official data source used to measure the number of people in

employment and unemployed. The data set is a rich source of

information on personal and socio-economic characteristics including

information on an individual’s current and previous jobs, income,

gender, region, industry, occupation, ethnicity and disability. 

4 There are two main sources of LFS data:

� those published on the ONS website, which are weighted to the

latest population estimates. These are generally seasonally adjusted

and published monthly in the ONS Labour Market Statistics

Integrated First Release; and
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� the LFS Microdata, which are weighted to population estimates in

Spring 2003. These data produce estimates of the UK population that

are lower than the First Release and are not seasonally adjusted. 

5 Up until January 2006 the LFS Microdata were published in seasonal

quarters – Spring (March–May), Summer (June–August), Autumn

(September–November) and Winter (December–February). Since then,

they have been released on a calendar quarter basis – Q1

(January–March), Q2 (April–June), Q3 (July–September) and Q4

(October–December) – in response to Eurostat requirements for

consistent series across the European Union. Unfortunately, the ONS

has only produced a limited back series on a calendar quarter basis.

6 In this report, analyses of aggregate employment, unemployment,

hours worked, redundancies and productivity are based on the monthly

and quarterly (calendar) data published on the ONS website. For

detailed analyses of the labour market by age, ethnic status and

disability, we have used the LFS Microdata based on seasonal quarters

from Spring 1998 to Summer 2004 and calendar quarters from Q4

2004 to Q3 2006, with a break between the two series.

Employee Jobs

7 Figures for employee jobs are derived from the Short Term Employer

Surveys, which collect information on the number of employees from a

sample of 9,000 businesses in production industries each month and

30,000 businesses in the service and distribution industries each

quarter. The strength of the ONS employee jobs series lies in the rich

and timely industrial breakdown that it provides. However, figures are

only available for Great Britain and are not seasonally adjusted. 

8 The employee jobs series is published quarterly in March, June,

September and December and is benchmarked annually to the latest

results from the previous Annual Business Enquiry (ABI). However, in

2006 the usual December ABI revisions to the data were not published.

As a result, the employee jobs data used in this report, which cover the

period up to September 2006, are still benchmarked to the 2004 ABI. 

9 Since September 2005, social work activities with accommodation

(Standard Industrial Classification (SIC) 8531) and social work activities

without accommodation (SIC 8532) have been merged and it is no
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longer possible to separately identify these two sectors. Our employee

jobs analyses in this report are therefore based on the amalgamated

sector, social work activities (SIC 853).

Earnings

10 There are two main sources of earnings data that we use in this report

– ASHE and LFS. ASHE is regarded by the ONS as the best source of

information on earnings but for analyses of disability and ethnicity we

have used the LFS.

Annual Survey of Hours and Earnings

11 The main source of structural earnings data in the UK is ASHE, a

survey of employees completed by employers and conducted in April

each year. It is based on a 1 per cent sample of employees in pay-as-

you-earn income tax schemes. The self-employed are excluded. 

12 ASHE contains information on the levels, distribution and make-up of

earnings as well as on hours, gender, age, geography, occupation and

industry. However, there is no information on employees’ ethnic

backgrounds nor does it collect information about disability. 

13 In 2004, ASHE replaced the New Earnings Survey (NES) as the

principle source of structural information on earnings. Compared with

its predecessor NES, ASHE has improved coverage (especially of the

low-paid); is weighted to UK population totals; and includes imputation

for some missing data (item non-response). In addition, a new

questionnaire was introduced in 2005 which included improvements

to the collection of data relating to allowances, pensions and

incentive pay. 

14 Further changes were made to ASHE in 2006. First, the geographic

basis of the survey moved to output areas instead of enumeration

districts1. The change has a negligible impact at the level of

government office region but is more significant for lower level

geographies. Second, ASHE weights were revised to take account of
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the move from a seasonal to a calendar quarter basis in the LFS. Third,

the VAT-only supplementary survey was dropped as it had not

significantly improved the coverage of the low-paid. 

15 The discontinuities produced by these changes to the ONS earnings

series result in three earnings data sets:

� The original New Earnings Survey (NES) covers the period from 1970

to 2003;

� ASHE without supplementary information covers the period

1997–2004. This series is basically NES data with imputation and

LFS weighting; and

� ASHE with supplementary information covers the period 2004–2006.

The ONS regards this series as giving the best estimates of low pay.

Thus, we use this series where possible. It also replaces the

previously used low pay central estimate – a combination of LFS and

NES/ASHE without supplementary information. 

16 It should also be noted that our analyses of ASHE use low-pay weights,

which take into account absence from work and those not on adult

rates. With the exception of the low-pay estimates, our analyses differ

from those available on the ONS website because the ONS uses weights

based on those adults whose pay has not been affected by absence. 

Labour Force Survey

17 Given that ASHE does not provide information on disability or ethnic

background, the LFS is our main source of information on the earnings

of workers with disabilities and minority ethnic groups. But data on pay

and hours in the LFS are less reliable than in ASHE, especially when

provided by proxy respondents. Individuals tend to record more hours

worked, possibly leading the derived hourly earnings variable to

underestimate hourly pay. However, the ONS has done some work

recently to improve the methodology to derive low-pay estimates from

the LFS and this new methodology yields similar earnings results to

ASHE. See Hayes, Ormerod and Ritchie (2007), Ormerod and Ritchie

(2007a, 2007b) and Griffiths, Ormerod and Ritchie (2007) for further

details.
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A8 The eight central and eastern European Accession countries that

joined the EU in May 2004

ABI Annual Business Inquiry

ACS Association of Convenience Stores 

AEI Average Earnings Index 

AIRC Australian Industrial Relations Commission 

ALMR Association of Licensed Multiple Retailers

ALP Association of Labour Providers

ASHE Annual Survey of Hours and Earnings

AWB Agricultural Wages Board

BATC British Apparel & Textile Confederation 

BBPA British Beer and Pub Association 

BCC British Chambers of Commerce

BHA British Hospitality Association

BHPS British Household Panel Survey

BISL Business in Sport and Leisure 

BRC British Retail Consortium

BSA Business Services Association

BSSA British Shops and Stores Association 

BYC British Youth Council 

CAB(x) Citizens Advice Bureau(x)

CBI Confederation of British Industry

CCMN Community Care Market News 

CCPR Central Council of Physical Recreation

Abbreviations



CPI Consumer Price Index

CPLs Comparative Price Levels

CSCI Commission for Social Care Inspection

CSSA Cleaning and Support Services Association 

CWDC Children’s Workforce Development Council 

DDA Disability Discrimination Act

Defra Department for Environment, Food and Rural Affairs

DfES Department for Education and Skills

DTI Department of Trade and Industry

DWP Department for Work and Pensions

EAS Employment Agency Standards 

EMA Education Maintenance Allowance

EOC Equal Opportunities Commission

ET Employment Tribunal 

EU European Union

FRS Family Resources Survey

FSB Federation of Small Businesses 

FTE Full-time Education 

FTSE Financial Times Stock Exchange

GB Great Britain

GCSE General Certificate of Secondary Education

GDP Gross Domestic Product

GLA Gangmasters Licensing Authority

GOR Government Office Region

GVA Gross Value Added 

HMRC Her Majesty’s Revenue & Customs 

HMT Her Majesty’s Treasury

HSE Health and Safety Executive 

IDS Incomes Data Services Ltd
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IES Institute for Employment Studies

IFS Institute for Fiscal Studies

ILO International Labour Organisation

IRS Industrial Relations Services

JWEP Joint Workplace Enforcement Pilot 

LA Local Authority

LCC Leicester City Council 

LCWA London Citizens Workers’ Association 

LFS Labour Force Survey

LHS Left Hand Side

LPC Low Pay Commission

LRD Labour Research Department

LSC Learning and Skills Council

MDR Marginal Deduction Rate

MTA Minimum Training Allowance

NDNA National Day Nurseries Association 

NEET Not in Education, Employment or Training 

NES New Earnings Survey

NESPD New Earnings Survey Panel Data

NFU National Farmers’ Union (England and Wales)

NGCLA National General Collective Labour Agreement 

NGH National Group on Homeworking

NHF National Hairdressers’ Federation 

NHS National Health Service

NICs National Insurance Contributions

NIESR National Institute of Economic and Social Research

NIPSA Northern Ireland Public Service Alliance

NMW National Minimum Wage 

NVQ National Vocational Qualification 
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OECD Organisation for Economic Co-operation and Development

ONS Office for National Statistics

PAYE Pay As You Earn

PPPs Purchasing Power Parities

Q Quarter

RCPO Revenue and Customs Prosecutions Office 

R&D Research and Development

REC Recruitment & Employment Confederation

RHS Right Hand Side

RPI Retail Price Index

RPIX Retail Price Index excluding mortgage interest payments

SAWS Seasonal Agricultural Workers Scheme

SBC Small Business Council

SBS Small Business Service 

SIC Standard Industrial Classification

SMEs Small and Medium-sized Enterprises 

SOC Standard Occupational Classification

SPPI Services Producer Price Index 

STUC Scottish TUC 

SVQ Scottish Vocational Qualification

T&G Transport and General Workers’ Union

TUC Trades Union Congress

UK United Kingdom

Usdaw Union of Shop, Distributive and Allied Workers

VAT Value Added Tax 

WRS Workers Registration Scheme

WTC Working Tax Credit

YCS Youth Cohort Study

YDR Youth Development Rate 
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