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Press Release 20 March 2006

LOW PAY COMMISSION’S LATEST RECOMMENDATIONS TO GOVERNMENT

 
The Government has accepted the Commission’s recommendations that the adult minimum wage rate should be increased to £5.35, that the Development Rate should increase to £4.45 and that the minimum wage for 16–17 year olds should be increased to £3.30 from October 2006. 

Over 1.3 million of the UK’s lowest-paid workers will see their wages increase in October as a result of the increases.

The outgoing Chairman of the Low Pay Commission, Lord Turner, said:

“In our 2005 Report, we made recommendations for October 2005 and October 2006 with a proviso that we should review the October 2006 rate in January 2006 to see whether economic conditions had changed in a way that would make us revise our recommendation. 

“Our economic review did reveal some factors which could argue for a slight reduction in the October 2006 increase, but the Commission concluded that the evidence of changed economic conditions was insufficient to justify recommending a reduction in the proposed 2006 increases.  However, we did conclude that the phase in which the Commission was committed to increases in the minimum wage above average earnings was now complete.  Looking forward, the Commission will start with no presumption that further increases above average earnings are required. 

“Our 2006 Report also looks at issues relating to 16-17 year olds, salary sacrifice schemes and the accommodation offset and our recommendations.“

Notes to Editors
1. The Low Pay Commission is a statutory body whose role is to advise the Government on the National Minimum Wage.

2. The Commission has produced six reports. These are available from the Stationery Office Bookshops or the Commission’s website at: http://www.lowpay.gov.uk
3. The members of the Low Pay Commission are:
Paul Myners (Chairman), Chairman of Marks & Spencer, the Guardian Media Group and Tate; Ian Brinkley, Chief Economist and Head of Economic and Social Affairs Department, Trades Union Congress; Professor William Brown CBE, Professor of Industrial Relations and Master of Darwin College, University of Cambridge; John Cridland CBE, Deputy Director-General, CBI; Paul Gates OBE, Deputy General Secretary, Community; Ian Hay OBE, Chairman, Food Trade Association Management; Professor David Metcalf, Professor of Industrial Relations, London School of Economics; Heather Wakefield, Head of Local Government, UNISON; and Angie Risley, Board Member, Whitbread Group PLC. 

4. The National Minimum Wage for those over 21 is £5.05 per hour. For those aged 18 to 21 or over 21 but in the first six months of a new job with a new employer and receiving accredited training, the rate is £4.25 per hour. The minimum wage for 16 and 17 year olds is £3.00 an hour.
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Recommendations made in the Low Pay Commission’s 2006 Report
 National Minimum Wage Rates 

We confirm our original recommendations that in October 2006 the adult rate of the minimum wage should be increased to £5.35 and the youth Development Rate should be increased to £4.45.  

16-17 Year Olds 

We recommend that the minimum wage for 16-17 year olds be increased to £3.30 from October 2006. We also recommend that the Government ask us to review the rate in line with the timing of the reviews of the rates for older workers.  

Trainees 

We recommend that the Government invite the Commission to carry out a full review of the apprenticeship exemptions and report in 2008.  

Salary Sacrifice 

We recommend that childcare vouchers should not count towards the National Minimum Wage.  

We recommend that salary sacrifice schemes should not count towards minimum wage pay.  

Accommodation Offset 
We recommend that the accommodation offset provisions should continue to apply to all workers housed by their employer in all circumstances. 

We recommend that the Government update existing guidance on the accommodation offset so that it is as clear and comprehensive as possible, and ensure that information is available on relevant websites. We also recommend that the Government take action to raise awareness of the offset, with a particular emphasis on employers and workers in agriculture and other sectors affected by the overlap between the Agricultural Wages Orders and the National Minimum Wage provisions.  

We recommend that the Government should implement legislative measures to prevent employers using the device of a separate accommodation company to evade the accommodation offset. We also recommend that it should make available guidance on the types of circumstances in which it will deem the employer to be the accommodation provider.  

Enforcement 
We recommend that the Government should step up enforcement of the minimum wage in low-paying sectors that employ significant numbers of migrant workers, particularly agriculture and food processing and packing, and that these sectors are targeted as a priority within HM Revenue and Customs' rolling programme of targeted enforcement. 

