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At E Committee on 24 February I was invited t
th recommendations, on wages councils (E(81) 8th mee!
ol the wages council system was discussed by E(EA) Co
4 and November, on the basis of two papers by :
“0rts by officials. The sub-committee concluded
il system should be retained, but endorsed my
Wing and improving it. '
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ger successive governments. It is historically grounde
k. 8 yeicep‘:rtha: a fair dﬂd reasonable society should providsrsome &
% ihe Co>vr.’1 e protocglon for the weaker and more vulnerable
fnimun ;f the workforce = those at the bottom of the pile. It would
063018 0 4 to appear hostile or indifferent to that concept nor
g us no gux' tradition to be so. The wages council system was set
b it ignrwn Churchill and no doubt great play would be made of
by 4
bl

- the number is now down to 33, covering some
- are continued only in sectors where trade
isation is weak or'vircually non-existent, where there
o adequate voluntary machlnez.'y.for settling pay, and where pay
1s are generally low. The minimum wage rates published by each f
Jeve 31 are set by the trade and for the trade. Over 80 employer
counes . tions are represented on the councils including many 4
a1l businesses such as the National Chamber for Trade,

the National Union of Small Shopkeepers, the_National Federatiorg [
of Retail Newsagents, and the Retail Confectioners and Tobacconists ]
Association. Statutory minimum rates are on average about 20%
lover than collectively bargained minimum rates. Many employers choose
| han the statutory minima, but earnings level in wages

‘Bto pay more t C :
council sectors are consistently in the bottom range of the national |

earnings distribution.

P represe

5. It is right that we should prune and improve the
possible, and I intend to keep up the pressure. t
it wholesale would involve highly controversial le
undoubtedly be widely portrayed as an attack on part
groups including young persons, part-time female workers
Such categories are widely employed in the wages cou

jobs that are already low-paid by any standards.
not trade unionists.

g;st grm?;ve for wholesale §bol@bion'would be op
e he employer organisations involved in
amvitys';neral support. .It would act as an 1
Eieear ). n the small business sector - a poin
aPDI‘ehenn{l of Self Employed and Small Busii
entag) agé‘i{\ when they met Grey Gowrie re
°°n8iderat~ltlon of the Agricultural Wages
e yeste lons apply. It would leave us
10 st con, cooNOmies (including the USA
Houlg e g!’y minimum pay safety-net. An
O pay eound to stimulate an emot
ang d&mg.“ef‘&lly, creating pressures
) '‘8ing alternative of a natio

nf1at 1
i tdon ang unemployment

1
Ogv(;hese consequences mi,
- abl-de;nge that signific
olition. But the s
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ism of the wages councils centres mainly on their

1im5‘ed'contr‘“>“' ion to inflation and to unemployment. These

alle ed‘ main areas -.:zh}ch were studied by an inter-departmental
the officials, and I attach at Annex A a copy of

Cr'l‘li“

were, group of % s &

jorking BY . uhich was the basis of our discussion at E(EA) in

their TePOTL o investigation of the economic and statistical

ovem e'che general conclusion was that statutory minimum rates
e‘”den.clatively low, that they followed rather than led wage

yere relé elsewhere, and that in practice they influenced employment

ents :
moVer=l  he margin.

icisms have tended to focus on the question of
caployment amongst young people. They have been put, forcibly
; unt P ot always very accurately, by the National Federation of ~
8 "Enployed and Small Businesses Ltd in their boolISEMEricediOuEEs '
the effect of Wages Councils on Jobs". At Annex B is their summary,
yith some brief comments.

exasperation of 5 - - -
economic conditlons and who sometimes attributes to wage:

problems which are more accurately due to inflation. But it
stronger on assertion than on evidence and reliable factual

g, Recent erit

Exclusions

9, When E(EA) reached the conclusion that the wages
should not be abolished I was invited to examine wi
possible to remove young people and part-time wor
I attach at Annex C a report by my officials which se
considerations, possibilities and main arguments. =

10, The case for exclusion is based on the
opportunities for young persons and part-time
;x:eased 1f.‘ employers were free to take them
PepP:Wl“y minimum rates. Given the pressures
S sentations are understandable. But the d

utory minimum rates for young persons @

likely ¢
O incre
€ creat
largeyy

O achieve to any significant de
ased job opportunities. A hi

ed in marginal cases, but g
it ne plgt the expense of the jobs
Signipi g oi01e evidence that exclu
Sectong antly increase job opportun
the goone N4 to the extent tha
Pe of wages councils migh

eeryi g
gonxid:::tithem as "cheap labour" ir
hey reach ons would operate a

€d entitlement to the
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rally share the concern that statutory minimum
1 u és to discourage the employment
lébe su?f_" a matter which goes very much wi
giL Chis ;;d‘conﬁulwtive document on indust

bone PYOPO L g of age-differentials as a matter whioh needs consideration
the naré‘ge poard. The wages councils Simply reflect the trends set
acr0S

Slective pargaining throughout industry generally; if we can

. ! rates should y
I na and training of young people,
der than wages councils.

rial training identifieq

by CO the latter trends in the right direction the wages councils

i"fluenciow. As it is, adult rates in the wages council sector are

i1l f°leached rather later than is the case across industry rally. i

nost 1y Ps set by wages counc}l§ for 18 year olds currently aver:

TI,IS rgﬁz freely negotiated minimum rates for 18 year olds average i

$h2; '

i52. !

Whilst understanding the feelings behind the complaints made by 9

i 12'11 businessmen, I believe that to seek these exclusions would not {

:::;y yield little economic benefit but would be highly damaging i

P . Young persons and part-timers (mainly married wos p.
z:lﬁéﬁﬁlégrt-cimegof necessity) probably accoum*rb:_' ‘about e@n 4

"~ "Btie total number of employees covered by wages councils.

"Slanongst the lowest paid in the workforce: _Public sympaf
readily enlisted on their behalf. Opposition from 1?h

omplications would be likely to arise in connection wi

the Sex Discrimination Act, European law and
iconventions .

e sals

Present fundamental difficulties. We would be
€glslation designed to protect vulnerable gr
[ "3Y 88 t0 exclude some of the most wvulnerab
onsequentia] increase in job opportunities f

€ 10 mope tp, i
alt jope an marginal, and that largely at

currently witl
ighly contro
;¢ No grounds for bel
g» d:neht_;s of any significant
Manging consequences o
sirong recommendation gﬁ
Slve improvement

Nl‘tmeﬁ ¢

A Of Em
p'iia-slgsl Ployment
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95 mmﬂmm WORKING GROUP ON WAGES COUNCILS

gﬂ,om oF

e on 13 May 1980 Ministers sonsidered
At B ered a paper on low pay

(BA) Committe
agos €0Wa0H8° They called for a further report by officials in the light
and ¥

e Comittee's discussion, dealing in particular with the effects of the
of

1ition of wages councils on inflation and employment, and with proposals for
abo

y dovn the system (E(BA)(80)9). The following report has been prepared by

¢ricials from the Department of Employment, after consultation with the
2

D,pu-tnonta of Trade, Industry, Health and Social Security, Agriculture and
Treasury
nts for and against retention of the wages councils system.

It is confined to the points raised in E(EA) rather than the general

arguse

2 In discussion at E(EA) two possible means of changing the wages council system
were raised: imposing a statutory duty to maximise employment; and removing the power
to make statutory orders and linking the resultant voluntary system with the social
security system. These were fully discussed by the Group, which concluded that

they did not lead to practicable proposals. The arguments are set out in Annex Al,
vhich also covers other matters mentioned during the Committee's discussions.
Officials were not asked to report on Agricultural Wages Boards, which operate

in very much the same way as wages councils.

VAGRS COUNCILS

3> The Vages Councils Act 1979 (in a line of legislation dated back to 1909)

Provides powers to establish, abolish or vary the scope of vages councils. These

Povers have always been exercised by reference to two main criteria viz: the adequacy

of
Other machinery for determining the pay of the workers concerned, and the

Sain
tlmc.of‘ blé- stamdsrdatofes tioae .rh._'A has been

Contry,
°ting eince the mid-50s; there are currently 34 vages councile covering eome

2,75
M1lion workers. HNot all low pad workers are covarsd by Weges coumciies

¥,
Agen
Councils meet the UK's commitments under ratified IO Conventions.
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 OF WAGES OOUNCILS

C
pouaﬂ sroup D42 oxamined available economic and statistical data to see how far
The
i vage rates (SMRs) affect actusl pay rates, earnings or employment
tutory .
o comcil jndustries. In addition the effect of SMRs on pay rates and
L]
ig ves®

outside the wages council industries has been examined. The limited
owrnias®

cddonoo concern:

pas a1

ing the economic consequences of abolition where this has occurred

o0 been scrutinised.

SMRs set by wagee councils are lower (by about 20¥) than the generality of

f)
vage rates in other sectors of the economy and for similar jobs covered by collective
agroenents. Changes in SMRs have kept up with wage increases elsewhere overall

put have not exceeded them. Barnings levels in wages council industries are in the
bottom quarter of the earnings distribution. There is no tendency for earnings in

vages council industries to rise faster than those in other industries and services.

§ Vithin wages council industries, earnings have consistently exceeded SMRs by
20-30% over many years, but it is not clear how changes in SMR affect the whole
structure of wage rates and earnings in an industry. No consistent pattern exists
to support either the assertion that changes in SMRs determine earnings changes

or that prior earnings movements are later reflected in SMR changes. What is more
cortain i that changes in SMRs have little, if any, impact on earnings movements
oitaide the wages councils sectors.

7 Ewployment trends in wages council industries are similar to, but slightly

1% favourable than, those in menufacturing and service industries in the econofy €5

& who),
¢ There is no evidence that wages councils are responsible for these trends.

Hany

Other influences are involved (ch in d d and preference, new

“ehllolo

. €, laport competition etc) snd it is mot possible to isolate their various
Qtt.‘

I industries vhere wages councils have recently been abolished there is

£ ovide,
ne
i © o any subsequent improvemeat in employment levels; however the
Ctery
8tics of industries where councils have been abolished differ from thoee

7
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- 418 have been retained. k,v

for yhich i
()

conomic evidence is based on a number of sources, imperfect in themselves
The ¢

ther a‘,“icimt to reveal any significant trende. None is apparent ;
8° ]

put 0!

te evidence suggests that SMRs are fixed at roughly the minimum levels
rather
vould bave been determined through the entirely free operation of market
yhich

5. Ve conclude therefore that the effects of the awards of wages councils on
forces:

flation and employment tend to occur only at the margin, and that the economic
in!

1ects of abolition would similarly be marginal,
¢

9 Within this general conclusion, investigation of the limited svidence available
indicated that in the event of abolition some of the lowest paid workers would be
vorse off. To the extent that this would increase the entitlement of some workers

to benefits such as Family Incoms Supplement there would be a transfer of some of the
costs of their employment from the employer to the State. There would also be a
reduction in incentives to work for those unable to meet their personal or

family expenditure needs from lower rates of pay.

10 There is some anecdotal evidence of labour shedding in emall marginal firms

vhere employers attribute labour loss to statutory wage fixing. But again it is not
Pseible to disentangle the effects of statutory wage fixing from those of inflation,
depressed consumer spending and structural changes such as the move to supermarkets.

hud some turnover of establishments at the margin is to be expected in the interests
of "nﬁency.

8
BRULINING THE sysTRM

1" S1
Wing down the system can be achieved by abolishing or reducing the scope

of part,
icular vages councils. Over the yoars vages councils have been sbolished as
te
ative vage fixing machinery has developed. 15 have gome in the last 10, yeaxs
ot
Ber emal) counciy is presently under notice. Because of the continuing

L
°f abolition tne immediate scope for further reductions of this sort is mot
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h for further candidates should be pursued rigorously.

put the B4CC b
gront %
ption of reduc scope has not been widely used in the past. As a
The ©
s within the major wages council sectors there are a number of areas of
conseq™ y

blinbad collective bargaining insufficient to warrant abolition of the council
ost®

sinst the test of the criteria in paragraph 2 but covering significant numbers of
gt
For example the Multiple Food Retailers Employers’ Association are

yorkers
covered by the Retail Food and Allied Trades Wages Council but negotiate rates of
pay md.wndantly with USDAW for some 150,000 workers. In addition there are
groups of workers whose pay is not negotiated by collective bargaining but which
wxceeds the jowest adult statutory minimum rates and does not appear likely to

fall to those levels. By identifying and excluding these groups the size of the
Jarger councils could progressively be reduced in consultation with the parties
directly concerned. It is not possible to quantify these reductions in advance of

consultation.

13 In addition to slimming down the system, there are various ways in which its

operation might be improved. These are discussed in Annex A 2.

% It would theoretically be possible to consider going further and seek to
toligh or reduce the scope of particular councils by reference to new criteria,
al

though it would be very difficult to frame these consistently with the

objecty
Iectives of the legislation as it stands.

SUKMARY

5y
© have been unable to find any evidence that wages councils have significant

®ffact
" B Vay or another on employment or inflation generally, although they may
fly,
! *1c¢ the poaition ofsome individual firms. Wholessle sbolition of wagss councils
g 1,
® likely to result in a relative fall in the earnings of some lov paid

'erk.r'
but woulq have only a very minor impact in overall economic terms.

[h)
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1¥1C POINTS RALSED AT E(EA) -
SPEC

4 duc“"’i‘m Ministers raised two possible changes to the wages councila

ulation' Both would require primary legislation. These were the introduction
1eg

¥ gtatutory duty to maximise employment; and removal of the power to make
of 8

tatutory orders supplemented by special provision in the social security
L)
These options are discussed below.

gystens
A STATUTORY DUTY TO MAXIMISE EMPLOYMENT

2 The purpose of euch a duty would be to oblige wages councils to concentrate
their attention on the labour market when setting their rates. If there was
unsatisfied demand for labour the wages council would be expected to increase their
ainimm rates accordingly; if there was unemployment their duty would be to ensure
that rates were mot increased by amounts which inhibited the growth, or accelersted

the decline, of employment.

3 The employers' and workers' sides of wages councila would interpret such e duty
very differently and the process of negotiating revised minimum rates would become
more contentious. Wages councils would be likely to call for information to ssaist
in the discharge of such a duty, increasing the costs of the secretariat.

Konitoring and enforcement would present problems. It is not possible to predict
vith certainty the employment consequences of any particular rate of pay in the ahort
ond long term. Thus wages councils would have no sound basis for their decisions,

™r would Ministers or the Courts bave a measure by which to judge statutory
compliance.

The proposed new duty would leave wages councils' decisions open to the
chal)
ouge that they failed to meet a statutory obligation: Kinisters would pre-

Suma)
bly be called upon to express a view whether or not a particular rate




i 'a
to g0 smployment. MOTeCYSLESEELSIEE “P1°"°ﬂ"b;Da means may not
d

o 8 desire®

ing 800 new investment. Finally, it would be difficult to sustain »

e { y
porV 1e objestive. In some industries regeneration is dependsnt on

e 4
¥ ghedd

v guch
ing ch
for imy

a duty in the absence of clear evidence that the pregent

sk danaging effect on employment.
gete®

— E POVER TO MAKE STATUTORY ORDERS AND LINKAGE WITH SOCIAL SECURITY SYSTRH
5 1t vas suggest

the pove
Lates of PAY and individual employers would be able to take account of these

ed that the Wages Councile Act should be amended so as to rsmove

r to make enforceable orders. Wages councils would {ix woluntary recomsend: i

r,w-endations when setting their own pay rates.

¢ Removal of the statutory power would be widely regarded by unions and employers
s & devious way of abolishing the wages councils system. It is an eseential feature
of the system that the rates are enforceable: wages council are only established and

mintained in sectors where effective voluntary arrangements do mot exist.

7 The linkage with social security would be made as a means of preventing loss

of statutory enforcement from causing a loss of earnings for low paid workers.

Vorkers whose employers paid below the recommended rates for their occupation

*id receive some form of earnings supplement through the social security system.

Nore are serious drawbacks to this proposed linkage. Firstly, the social

:c“’"’ System is based on either fixed rate bemefits paid under specific

t‘:‘:l:anc.f such as unemployment (and often on a contributory basis), or meana

L %uefits based on family incomes and needs. A scheme for topping up low

1"::1:": come affinity with the means testing principle. However a worker's
® not indicative of family income or meeds. A scheme for topping up

“ﬂny
in because it falls below a recommended level for a given oceupation would,

mem

se

e by Uity terms, be both anomalous and unjust. Secoudly there would be
dang,

B T *T8 of some employers paying lower rates knowing that the State would
“4fterence; and of the weges councils recommending higher rates because




ot state gupport. Moreover it would be difficult to reeist the

; gt onc
e exis y
of b ¢ gush & scheme should apply to all low wage earnere, not only those who
st tha
st e councils sectors.
in the
sked

AT income support through this or any other similar scheme would be
e

addition to public expenditure and require an increase in civil

Th
) canﬂid‘mb]’e
And if employers took full advantage of such & scheme it

orvic® gtaff numbers:
L

ihe aifricult to quantify or contain costs.

youl

OB POINTS

g ™o {ncidental subjects were raised in Ministerial discussion; tips and the

M.tutin burden of wages councils.
10 Tips are a transaction between customer and worker and are not part of wages
or do they feature in earnings statistics unless passed on by an employer as part
of a guaranteed wage. Tips are only of importance in the licensed hotels and
restaurants wages council sector, where the wages council involved sets a lower
ainimun rate for workers likely to receive tips; and in hairdressing where the

sinimm rates are exceptionally low.

! The administrative burden of wages councils involves the keeping of hours and
vage records, the posting of notices and accepting & visit or written enquiry on
iverage once every six years. The burden rarely provokes complaint nor doee it
'PPear £o be particularly heavy. Nevertheless it is part of the cumilative

"den of Government intervention. The Wages Inspectorate are introducing written

fory,
5 0f inquiry as & means of reducing the mmber of visits to employers'

Preay g, s,
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E PRESENT SYSTEM j

have dif r number of improvements to the way the councils

v botl se their efficiency and reduce the criticisms vniced

por ) -
Y ! enerally the improvements described are possible willin
in le E A
e already in hand.
detin
the X%
PLOYEES
QUALL BMFLOZEE
3 criticism of the present system comea frou small
e o fac conomic problems. They are greatly affected by
saployers;

i and it ie probsble that their difficulties in wany
jnflation and &

cases do mot stesm stly from ges council minimum rates.

M There are ¢ emel ficult problems in any attempt to relieve small
employer thei s from the full operation of the system by reducing
the scope of particu comncils or by smending the legislation to exclude them.
The wag elves may make special provision for these particular

in .ions; and the Minister of State for Employment has written

mcils (where this problem looms largest) asking them

to the two large Retail C:

to congider what might be done. Replies are expected shortly.

RETROSPECTION

* Aoseco or cause of complaint arises from the situation where some wages

council ordap

3 may not be published until after the date of implementation and
*HLOYeTs are required to make retrospective payments. This liability for arrears
of pay Vithout adequate warning arises in particular from the power givento wages
U8eila under tne Buployment Protection Act 1975 to make their orders retrospective
% date back to and {ncluding that on which the council first determined its
"P%la. Tug date of iwplementation is /e msgotisble dten and Ehee a8 tenSScy
Tor "“Dloy,:

-educe
™8 on oocasion to concede a retrospective settlement in order to red:

et
t t to an
" L azount; and also a tendency for unions to avoid an agzeeRer s
Cra,
i dating too far shead. 83
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of the criticiem arose from one particular and rather exceptional case.
}mcb

= ster of State for Employment has written to wages councile asking
r t

ove
o' a1 they can to take steps to avoid or to minimise retrospection and
to
thes
et Department's assistance in obtaining the greatest degree of publicity
offer

,nle“ﬂt where retrospection proves inevitable. If the councile fail to
for 8 8

respond 0 b
5 concils the powers to make orders effective only from the date of publication

persuuion the alternative remains of emending the Act to allow

vage!
of the order or prl‘Poul'

SIPLIFICATION
¢ Many wages councils ordere are much too complex and difficult to understand ,

W“‘“l‘ﬂy for a small employer. The decisions of councils are frequently
complicated, covering a multiplicity of pay rates, overtime payments, conditional
paments etc. Furthermore the language in which the orders are expressed tends
to be legalistic because of the liability for enforcement in the courts. The
Government has no power to modify the decisions of wages councils which are also

technically responsible for the drafting of their orders.

? e Department of Employment has for some time been encouraging wages councils
'o slwplify decisions and has cooperated in simplifying the drafting of orders.
Rcouraging resulte are now beginning to emerge and effort is being concentrated

o8 those councils which cover substantial numbers of employers and workers. In
Wdition to eimplifying orders and their provisions the Department is proposing to
‘%88 councils that the notice of orders sent to employers for posting in the

vo
"alace anoury embody a very simple summary of the main points as guidance to the
Mcipient,

These efforts will be pursued. It might be possible to go further by amending

7 ataty,
"oy instrument the regulations concerning the issue of motices and
to be

Propg,
sa) -
b '”“tomwud.plyvordodcx:“ tion to the prop e
t iq
t
ttead of the order jteelf. A more radical move would be to smend the Wages

84
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Aot s0 88 tO restrict the power to set rates to a single minimum rate.
ancil®
co povever p"v.nt wages councils from determining a wages structure for their

d
¢ voul
I Talons would no doubt concentrate on securing the highest possible minimum

trade.

ratée

o DNPROVEHE

9 There is 10 doubt that in some councils the employers' ability to preseat a

vell ar
prisarily a matter for the employer organisations concerned. Where possible the

gued and researched case is inferior to that of the workers' side. This is

Departaent of Esployment is encouraging the development of a more coherent voice

on the employers' side of councils (eg the move of the Retail Consortiusm to establish
a Retail Wages Liaison Committee which could in time take on this role for the

Retail Wages Councils). In addition the Department is looking very closely at the
background and qualification of the independent members, who have tended in the

past to be predominantly academics or lawyers. In particular it is intended to draw
independents from a wider field and to include those with practical industrial
oxperience. The Minister of State is also meeting the independent chairmen of

mjor vages councils to discuss particular problems.

oo

eIt
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. pain points made by the National Federation of Self Employed
oonnel ;1 Businesses 1td in their recent booklet "Priced Out! The Effecte
1 Sma
on Jobs".

1) "Wages Councils were mostly set up in the 1920s to protect workers
;n;:n \gueatshop' conditions and low rates of pay in fragmented industries
st Were hard to organise. Because of rapid advances in communications
o centralised collective bargaining, they are no longer necessary."

Comment

Wages Councils are only retained where adequate machinery for
pay determination does not exist. Where voluntary collective
bargaining does develop, wages councils are abolished.
Sixteen have been abolished since 1969.

(2) "Wages Councils have the power to fix minimum wage rates for

2.7 million workers in every trade from haberdashery to hotelkeeping.
Their awards have the power of law, and employers can be subject to
large fines for underpayment."

Comment

Wages Councils exist only for trades where there is no
adequate collective bargaining machinery. Maximum fine for

underpayment is £100. There were only 8 prosecutions last
year.

iitu::(::er the last few years, Wages Councils have used their
aheaq ofytiowers to force wages increases on employers that z-.lre far‘
ang op av A inflation, of wage rates in comparable industries;
frage wages in the economy as a whole.'
C

~Qmment
:i::d;;d and misleading statement which compares migim ra?es »
1 changes since 1972 and with changes in average SarnibES.
nr::Es in the economy as a whole have risen faster tl.mn prices
DPOvis::t years. Past incomes policies have nade-speclal
% for the lower paid. Even so, earnings in wages

i




a4
grades have risen no faster than ea.rnk.'ng) generally,
A remain in the bottom quarter of the national earnings
ar.ld Jutions Most employers are not 'forced' to increase
L e same percentage increase as agreed for statutory
rates, pecause they already pay above the statutory

cou‘ucils

ginimae

1/ages Councils have forced up the real cost of labour considerably
g on increases well above average for younger workers, and
the length of the working week."

() )
b iﬂsi stind
vy reducing

Comnent

These trends 3re common to pay bargaining in the economy
as a whole. Statutory minimum rates for young persons are
significantly lower than comparable collectively bargained

rates.

(5) "The effect of this has been to cause unemployment. The worst
affected have been women, school leavers, and ethnic minorities, who
nave all found themselves priced out of jobs. The Government should
realise that it must encourage people to create jobs, not make it more
difficult, as is the effect of Wages Councils' awards."

Comment

The booklet offers no statistical or other evidence. The
inter-departmental working group concluded that minimum
rates have affected employment only at the margin. The
minimun rates underpin but do not determine pay levels;

many employers choose to pay more than the statutory minima.

(6) n

b Wages Councils entail an expensive secretariab and enforcement

inep, They add further costs to businessmen and cOnSumers pecause of
inteiased paperwork. Many Wages Council awards are difficult to
Pret ang understand, causing further administrative difficulties

for g,
a ;
ders. The powers of the inspectorate are sweeping."

Somnent

tr;:uil cost of secretariat, expenses etc is about szao:ooo..

cut bnspectorate' which cost £2.65 million last year, is being

is any one third to about 200 posts. S:‘mpl:':cation of awards
agreed reform which is in hand.




Councils are nevertheless inefficient, and often allow

nJages i

0 uaiittle yime for those affected by their decisions to lodge
a7 &) "
obdection'

t
922292—
councils mst allow at least 14 days for representations,
put 8 allow mMOTE€.

n be dackdated, so that traders never know exactly
respect to labour costs. This makes éfzigiemt
mpossible, driving down profit margins and reducing the
w firms entering each industry - or making extra costs
for the consumer. There is an overwhelming pressure from small

for longer periods of consultation, a less offhand .

pusinessmen
gpproach from inspectors, and the ending of backdated awards."
Pieul Ly e e

npwards ca

O " ey stand with

ypere e
wigeting
qumber of Be

Comment
ivards may be backdated to date of council deci, ion.

which the Minister of State has written to
Very few complaints/%ggeived against wages i

(9) "Wages Councils have outlived their usefulne
effect on trade and employment, and ought to be al

fﬂﬂntime, they should be reformed, made mo
in scope and made aware of their harmful effect:

Comment Lo

An agreed programme of reforms is in
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o COUNCILS REMOVAL OF YOUNG PEOPLE AND PART-TIME WORKERS
WAG

te by DE officials
No

17 E(EA) on 10 November the Secretary of State for Employment
1 invited t0 consider whether young people and part-time workers
‘".‘5 . pe removed from the scope of wages councils. This paper
mlshiders the arguments for and against such action, and the ways
(-x;n:hich removal might be achieved. The main arguments would
:150 apply to other categories of this kind, such as pensioners.

4. YOUNG PEOPLE
B = ¢

The case for excluding young people

2 ' Young people are one of the groups of workers frequently

pentioned in complaints about the system, and particularly so in
the context of the current problems of youth unemployment.
are two main arguments put forward for their exclusion:

(i) Some employers covered by wages council
those running small businesses — swr
were allowed to pay below the present
minimum rates (SMR) for young people |

that the fact that they are re
is a deterrent to such employment
reasoning appears to be that,
of work experience, u.n,enplO_]
school leavers in particular
somewhat separate from th
further argued that althou

(ii)

ment to employers f
People in their wo:



ainst exclusion

58 intaI._nepxaurf:ment:al report by officials which was considered
finisbers at B(EA) found no evidence of any significant loss of
ent directly attributable to the setting of minimum rates
uncils. And evidence shows that the recent narrowing

7 adult/;juvenile differentials (and the trend for the adult rate
0

4o become pay:
' gwards but is a feature of collective agreements through-

generally over recent years.

able to an earlier age) is not peculiar to wages

councils
out industry

n A pumber of possible outcomes from exclusion need to be taken

into account:-

: (a) Any resultant increase in the employment of young
people would be largely at the expense of adult
employment, particularly since the argument that
young people form a separate section of the Iabour
market is less valid in most wages counc:.l*t ades

Such substitution would involve the
costs of adult unemployment. And, of
would lead to very strong criticism i
cases;

(b) if, as a result of exclusion,
to employ a greater number of you
inducement would be likely to .
on reaching adult age. Th
unsatisfactory early employ
damaging to the young |

(e) the inexperience of yo
makes them especially W
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of the European Social Charter
cognise the right of young workers and apprentices
v Exclusion of young people would not appear to
Lot With Furopean law, although the possibility cannot be |
irely because of doubts over the Buropean Court's

a out entr
jon of the relevant provisions.

which we are

3 PART—TIME WORKERS

he_case for excludin art-timers
6 The position of part-timers within wages councils attracts
particularly from small employers who argue they would
_timers if they could pay below the statutory

wiis.

criticisms
employ more part
pinima. The main arguments include:
(a) When the case for taking on an extra employee is
marginal an employer will frequently consider a
part-timer, and it is in these marginal areas mi—
that statutory minimum rates act as a deterrent v
to employment; ey

(b) part-timers generally are less depend
of earnings than full-timers and will
with lower rates (the "pin-money"

The case against exclusion

7  The main arguments against are:=

(a) The vast majority of paTrt

Exclusion would be widely
and counter to the GOVe
policy of equal oppo

if the exclusion of
Jjobs for them, it
of the substitution

who had not pr



!

many women (including single and other women with
children, and women caring for elderly parents) do
not work part-time as a matter of choice, and their
part-time earnings are often an essential part of
the family budget.

(c)

and legal considerations

Internationd 1

% Existing judgments under the Equal Pay Act related to the
payment of female part-timers at a lower hourly rate than their
full-time male céunterparts have emphasised that each case should
pe judged on its own merits. There is also a risk of claims of
indirect di scrimination under the Sex Discrimination Act about
other conditions such as holidays now regulated by wages councils.
The position under Buropean law is even less clear since such
discrimination may be contrary to Article 119 of the treaty
establishing the European Community, and the Equal Pay Directive.
Judgment on a test case is expected shortly. Exclusion would also
conflict /'W%B}é general international support Hr the principle of
proportionality, particularly in the ILO, OECD and EC. And, like
the exclusion of young people, it would call into question our
ratification of ILO Convention 26.

C. BOUNDARIES OF THE GROUPS

9 Both groups make up a larger proportion of the workforce of
¥ages councils trades than they do of the workforce in the economy
as & whole. Most councils already set lower rates for young
People, although the minimum age at which the adult rate is payable
Varies between 18 and 21. The number of young people who would
lns-e Protection as a result of exclusion varies according to the
(.lehnition adopted. But probably between 10-20% of those currently
;:dsz:pe would lose protection if a cut-off point of 21 was used,
out half as many using a cut-off point of 18.

10
Yages councils rarely set rates for part-timers below the

tlonate equivalent to the full-time rate. Information on
ar}y of the workers presently covered by Wages councils are
o::?ers is limited, but they certainly constitute a large

O of the total., Using a 30 hour cut-off point it is
Y that between one-third and one-half of all those in wages

Propg

me
Parg_
Prop,

Likey
Cgun

ei)
trades work part-time.
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VEANS OF ACHIEVING EXCLUSION

e scope of each council is defined in separate Statutory
[nstruments, normally by refef'ence %o groups of industries or
socupations: The Wages Councils Act,1979 gives the Secretary of
svate £OT Employment ;.)ower to vary the scope of councils. s
10 longeT considered in need of protection can be removed from
scope in the light of the development of collective bargaining
pachinery and standards of remuneration, Any attempt to use these
powers to achieve the type of exclusions considered in this paper
would be at high risk of successful challenge on legal smnnds. 4

12 Primary legislation is therefore the only realistic opf
achieving exclusion. One possibility might be to amend t
definition of 'worker' used in the present Act so as to e
the groups in question.

Department of Employment





