Williams, Introducing Employment Relations, 5th edition, Chapter 7

Employment relations update: the National Minimum/Living Wage – beyond 2020
Chapter 7 of the book explains the process for determining the UK’s minimum wage rates. The UK government’s Low Pay Commission (LPC) plays a key role, reviewing the impact of the National Minimum Wage (NMW) and National Living Wage (NLW) rates on the economy and employment and making recommendations for increasing the rates on an annual basis. In November 2019 the LPC published a document reflecting on the legacy of the minimum wage in the UK – which it calls ‘one of the outstanding policy successes of the past 20 years’ (LPC 2019: iv) – in order to inform future progress from 2020 onwards. The LPC makes the important point that the minimum wage has far from eradicated low pay. Over 4 million workers (18 per cent of the workforce) are classified as ‘low paid’ on an hourly basis, receiving an amount which is less than two-thirds of overall hourly median earnings. Calculated on a weekly basis the figure rises to over 7 million workers – including those employed in part-time jobs which offer relatively few hours. In setting the NMW rates the LPC is obliged to ensure that any increases are affordable for employers, without resulting in job losses, given the danger that companies could reduce staff numbers to cope with any increase in costs. When the NLW rate was introduced, covering workers aged 25 and over, the LPC was charged with ensuring it reached 60 per cent of median hourly earnings by 2020. The UK government, however, in expressing its belief that more needs to be done to reduce low pay in the economy, has raised this target, with an ambition that by 2025 the NLW should reach the level of two-thirds of median hourly earnings. The LPC reckons that this will be very challenging for employers in low-paying sectors of the economy. It points to the importance of ensuring that the prevailing economic conditions, including growth levels, employment rates, and productivity, are supportive of further, ambitious rises in the level of the NLW.
Source: Low Pay Commission (LPC) (2019). The National Living Wage

Beyond 2020, https://www.gov.uk/government/publications/the-national-living-wage-beyond-2020
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