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STATUTORY NATIONAL MINIMUM WAGE 
 

BACKGROUND 

 
Pope Pius XI stated, “It is the function of social justice to require of each individual that which is necessary 

for the common good.” and “The common good of a society cannot be provided for unless each individual 

member, a human being endowed with the dignity of personality, receives all that he needs to discharge his 

social function.”   

 

In the UK, over the last ten years, the gap between the lowest paid and the highest paid has widened. 

 

We are also familiar with the saying – a fair day’s pay in return for a fair day’s work. 

 

The introduction of the legally binding minimum wage was a welcome development, but many argue that it is 

not a fair wage, especially if the earner is supporting a family.  A living wage is being promoted as a just and 

fair solution. 

 

The National Minimum Wage should be a living wage.  How do we move from a Minimum Wage to a fair 

Living Wage? 

 

THE FACTS 
 

While not a payment from the state it is a statutory regulated income, albeit paid by the employer. 

 

Since the UK statutory Minimum Wage was introduced in 1999 it has risen 40% from £3.60 ph to £5.05 ph at 

the end of 2005.  Over the same period average earnings have risen by 30%.  For comparison as at May 2006 

other minimum wage rates were USA £2.83, Netherlands £5.06, Ireland £5.12, Australia £5.16, France £5.58 

and Luxembourg £5.82.  These are approximations due to exchange rate fluctuations. 

 

Comparisons with other countries are difficult and even in the EU there is no consistency of approach.  Some 

countries express their minimum wage at weekly or monthly rates, while at the same time using standard 

working hours of between 35 hours or 40+ hours per week.  Some have different unskilled and skilled rates, 

or have a two year training period as a lead-in.  There are different annual dates for up rating which results in 

leap-frogging. 
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Figures produced in May 2006 showed that annual pay increases in the private sector were 3.3% or 4.4% in 

the public sector. The Minimum Wage annual increase with effect from October 2006 was 5.9% - from £5.05 

ph to £5.35 ph; the rate for 18-21 year olds was increased from £4.25 ph to £4.45 ph.  The rate for 16 and 17 

year olds was raised for the first time since it was introduced in 2004 from £3.00 to £3.30.  At that adult level 

a worker on Minimum Wage doing 37 hours a week would earn £197.95 pw or £10,293.40 pa gross. 

 

Other figures produced in 2006 indicated a weekly poverty line of £189 for a single person, £217 for a couple 

with one child, and £232 for a couple with two children. 

 

The Deputy Director General of the CBI said that more inflation busting rises could prove fatal to British 

business.  Many of its members were under intense pressure as their wage bills soared.  He also claimed that 

the Low Pay Commission, which makes recommendations to the Treasury on what level to set the Minimum 

Wage, has recognised that employers are getting quite close to the buffers. 

 

In an interesting but perverse observation, Chef Anthony Worrall Thompson, said the Minimum Wage was 

also behind appalling service in many restaurants because staff no longer depended on tips. 

 

The British Retail Consortium have warned that many of the of the country’s biggest store chains are 

beginning to feel squeezed.  They had asked for a two year freeze.  Shop bosses are looking at ways to cut 

wage bills, such as reducing hours and axing benefits such as free gym membership.  Customer service could 

be hit with evidence that chains opening new stores are trying to hire fewer workers than they might have 

done in the past. 

 

Sainsbury’s said it was reviewing its own pay.  At present the under 18s are paid £4.43 ph and the over 18s 

£6.40 ph.  Tesco also pays the under 18s less. 

 

However, Paul Kenny – GMB General Secretary – commenting on a deal negotiated with Asda said “It is 

time for the Low Pay Commission to get real and follow the lead of GMB and Asda.  There has never been 

any justification why a 17 year old, a 19 year old and a 23 year old stacking a supermarket shelf should have 

separate rates of pay”.  Asda’s Head of Reward said “We don’t see why younger people should be paid any 

less for doing the same job”.  Coinciding with the annual increase of the Minimum Wage all Asda workers 

will be paid £5.71 ph, previously the under 18s were paid £5.19.  Staff in the capital will also get London 

weighting. 

 

Dave Prentis – UNISON General Secretary – commented “The Minimum Wage provides a safety net against 

exploitation and I am pleased that the Government has not bowed to pressure from big business to hold it 

down.  However, we would like to see it raised to £6.50 ph, which is the minimum amount needed to give 

workers a living wage without depending on in-work benefits.  It would also reduce the gender pay gap by 

4% at a stroke.” 

 

Evidence from the Low Pay Commission shows that low-paid women workers have been the main 

beneficiaries of the Minimum Wage, making it a powerful weapon in the fight for women’s equality. 

 

Paul Kenny also supported an increase in the rate to £6.00 ph in order to close the gap with the average hourly 

rate which stands at £13.10 ph.  This would add £3.1 billion per year to the pay packets of the lowest paid.  It 

is estimated that 1.3 million workers benefited from the 2006 increase.  A large slice of the minimum wage 

increase since it was introduced in 1999 had been to keep up with inflation.  This can be compared with the 

increase in bonuses of from £19 billion to £21 billion to some thousands working in the City of London. 

 

Brendan Barber – General Secretary TUC – had wanted a 12% rise by October 2008 and a standard rate of 

£6.00 ph with the lower rate for 18-21 year olds scrapped.  He said “There should be a rate for the job.  Why 
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should two people working side by side doing the same job be paid differently just because one is a few 

months older?”  The TUC also claim that every time it has been increased there has been no adverse 

economic effect.  They argue that there is no sound reason why we should not continue to boost the wages of 

the very low paid above the rate of inflation. 

 

The TUC also want more inspectors to be employed to crack down on rogue employers flouting the law.  He 

said”There should be no hiding place for crooks cheating workers by paying poverty wages.  Some employers 

still plead ignorance of the law when caught paying poverty wages.  It is time to get tough.” and “There 

should be no hiding place for minimum wage criminals.   They should be named and shamed, face deterrent 

punishments and give back pay with interest to staff who have lost out.” 

 

Church Action on Poverty (September/October 2006) has called on Churches to pay their employees a Living 

Wage of at least £7.25 ph in London and £6.80 ph elsewhere.  Calling on churches, charities and other major 

employers to raise the pay level of their lowest paid staff, they emphasise the duty to pay a living wage at a 

level that enables workers to enjoy life in all its fullness. 

 

The Living Wage was originally set at £6.30 ph for London and £5.80 ph elsewhere in March 2002.  The new 

figures keep pace with the increase in average wage rates over the period according to figures from the 

Income Data Services. 

 

The increase also reflects the latest research undertaken in London on the basis of which the Mayor of 

London announced a rate of £7.05 ph in May 2006. 

 

The Minimum Wage increase from October 2006 still does not raise families with children above the poverty 

line.  The Living Wage figure reflects the true level of a ‘low cost but acceptable’ budget based on research 

conducted for the Zacchaeus Trust by the Family Budget Unit of the London University. 

 

Migrant workers are being paid below the Minimum Wage and are working in poor conditions.  They receive 

no sick or holiday pay, have no security and are sacked if they complain.  The Living Wage is supported by 

Cardinal Cormac Murphy-O’Connor and is the result of campaigning by multi-faith group London Citizens.  

Father Sean Connolly of Saint Margaret’s Church, Canning Town welcomed the news of the Living Wage “as 

a step on the way to changing the culture of poverty in London.  It would be good if the government took up 

the idea of a living wage nationally, putting people first.” 

 

In March 2007 it was announced that the Minimum Wage was to rise from £5.35 ph to £5.52 ph for over 21s, 

from £4.45 ph to £4.60 ph for 18–21 year olds, and from £3.30 ph to £3.40 ph for 16 & 17 year olds, with 

effect from October.  The Low Pay Commission which recommends the levels for Minimum Wage believes it 

has risen enough to stop the many cases of extremely low pay that led to its introduction in 1999. 

 

Alistair Darling – the Trade Secretary – said “Just ten years ago home workers could be paid as little as 35p 

ph, cleaners £1.30 ph, and security guards £2.25 ph.  It was bad for families and just plain wrong.  Since its 

introduction in 1999 the wage had risen 30% above inflation.  More than a million workers (1,040,000), two-

third of them low paid women, will benefit.” 

 

However, trade unions are threatening industrial action over below inflation pay rises for many public sector 

workers.  They are critical of the 17p increase that equates to a 3.2% increase which is below the Retail Price 

Index of 4.2% but above the government preferred Consumer Price Index of 2.7%.  This will be seen as a 

below inflation rise for the low paid. 

 

For comparison, this year the Irish Minimum Wage was increased for the sixth time since it was introduced in 

April 2000. This was a substantial two stage increase recommended by the Labour Court.  On 1
st
 January it 
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was increased from E7.65 (£5.12) to E8.30 (£5.56) and on 1
st
 July to E8.65 (£5.80).  This will place Ireland 

second only to Luxembourg in the EU.  The rate in Spain is E3.12 and in Portugal E2.23. 

 

The Minister of Labour Affairs said this would benefit low-paid workers in society, in particular part-time 

and younger workers.  In contrast, business lobby group ISME said the increases are another blow for many 

small businesses.  While, the Irish Hotels Federation claim it spells disaster for guest houses and hotels as it 

has a negative impact on competitiveness. 

 

 

A WAY FORWARD 
 

There are a wide range of views relating to the Minimum Wage and the level required to establish a 

Living Wage. 

 

1. Is it right that the Treasury having forced employers to pay a minimum 

wage then cream off some of it in National Insurance contributions and 

Income Tax? 

2. Is it equitable that people on low pay should be paying National Insurance 

contributions plus Income Tax? 

3. To what extent should the low paid have a stake in the welfare state by 

paying a reduced rate of NI contribution or by having a higher threshold 

level? 

4. Is the move towards harmonising NI and IT thresholds so that a combined 

rate of 31% kicks-in at £100 pw sensible? 

5. What purpose is served by staging the increase in October? 

6. How do we close the gap between what is paid and what is needed? 

7. To what extent is it feasible to have varying regional and metropolitan 

rates? 

8. Given the established principle of a rate for the job, how can this be 

reconciled with a family living wage? 

9. Should the Low Pay Commission be reconstituted and structured 

differently? 

10. Should the emphasis be on determining a Living Wage? 

11. Should the remit be widened to include terms and conditions such as the 

length of the working week, overtime, sick pay and holidays? 

12. Should the Commission be independent as is the Bank of England in 

setting interest rates so that the Treasury does not have the final say? 

13. Is there a better way of monitoring employers for compliance? 
 

This is a live document in the course of development, open to amendment and alteration. 
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