
 

UK review calls for major reform of
minimum wage

March 14 2014, by David Garner

A University of York economist has played a key role in a major review
of the future of the minimum wage in the UK by the Resolution
Foundation.

Professor Karen Mumford, of the Department of Economics and
Related Studies at York, is a member of a panel of academics and policy
experts, under the chairmanship of Professor Sir George Bain, the
founding chair of the Low Pay Commission, which carried out the
review. Its final report calls on the Government to undertake major
reform of the minimum wage to help tackle the problem of low pay.

The review recommends a fundamental overhaul of the minimum wage,
arguing that the cautious approach of the late 1990s was right for its
time, but that it is now too narrow, short-sighted and passive to dent
today's wider problem of low pay. While the core of the approach should
be maintained, the review says the minimum wage and Low Pay
Commission should be strengthened in three main ways:

By broadening the Low Pay Commission into a powerful
new watchdog on low pay, driving the Government's work on
low pay in the same way the Office for Budget Responsibility
drives progress on fiscal policy. This would mean the LPC going
beyond the narrow role of setting the minimum wage to support a
new long-term Government ambition to lift one million workers
out of low pay
By making the minimum wage itself more far-sighted. The
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review recommends that the Government set out its ambitions
for the minimum wage over the medium-term, noting that a
minimum wage worth 60 per cent of median hourly earnings
would be a challenging but realistic goal. Professor Bain is clear
that the LPC should still recommend the rate from year to year,
but says it should also advise the Government on how a higher
minimum wage could be made possible, for example by more
adequately funding social care and examining the level of
employer taxes facing small firms. The review also responds to
employers' calls for more certainty on the minimum wage,
arguing that the LPC should not just make one year
recommendations, but also a preliminary recommendation for
two years' time
By giving the LPC tools to push employers to go beyond the
minimum wage, in particular by publishing analysis that shows
whether certain sectors could afford to pay more than the
minimum wage. The report also recommends that the LPC
publish a minimum wage rate for London. This would not be
mandatory at first, but would inform debate about employers'
responsibilities

The panel has overseen the Resolution Foundation's review for the last
nine months. The report suggests that preparatory steps to implement its
recommendations could be taken this year and that the Government
elected in 2015 should publish its strategy to reduce low pay and its
ambitions for the minimum wage early in the first parliament.

Around 1.2 million workers earn the minimum wage (or no more than
five pence above it). A further 1.4 million earn with 50 pence of the
hourly minimum. And five million workers meet the official OECD
definition of low-pay, earning below two-thirds of the median full-time
hourly wage, currently £7.71 an hour.
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Professor Mumford, who is also and Chair of the Royal Economic
Society Women's Committee, added: "The minimum wage in the UK
has proven to be very successful at increasing pay for the very lowest
earners. There has, however, been little improvement for the additional
millions of employees who are trapped in persistently low paying jobs.

"Leading thinkers across the political spectrum now recognise the need
to reassess minimum wage and low pay policy in the UK. We believe the
Low Pay Commission should move away from a singular focus on the 
minimum wage and adopt a much broader remit with enhanced powers
to tackle the issue of low pay in its entirety."

  More information: The final report, "More than a Minimum,"
published by the Resolution Foundation, is available online: 
www.resolutionfoundation.org/p … m-wage-final-report/
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