
LOW PAY AND MINIMUM WAGE FIXING
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Introduction
L ow  p ay  h as  em erged  as a top ical a n d  in c reasin g ly  em otive  issue in  G re a t 
B rita in  a n d  the  R epub lic  o f  I re la n d  in  re c e n t years. E u ro p e a n  
C o m m u n ity  (E .C .) advances tow ard  a  single m a rk e t by  1992 have b ro u g h t 
th e  call fo r an  E.C. m in im u m  wage d irec tive  in to  even sh a rp e r  focus. T h e  
a d o p tio n  o f  the E u ro p ean  Social C h a r te r  o f  W orkers’ R ig h ts  w ith  i t ’s 
‘e q u ita b le  re m u n e ra tio n ’ o r ‘fa ir p a y ’ p rov ision , by  th e  E u ro p e a n  C o u n c il 
o f  M in is te rs  in 1989, en su res  its re te n tio n  on  th e  po litical ag en d a  fo r the  
fo rseeab le  fu tu re . O f  course w ith  h ig h  levels o f  u n e m p lo y m e n t a n d  k een er 
com petitiveness in  a  recessionary  en v iro n m e n t, in  b o th  ju risd ic tio n s , 
m a n y  em ployers a re  e ith e r forced o r  sim ply  in c lin ed  to  avail o f  ex isting  
la b o u r  m ark e t cond itions. T h e  la rg e  la b o u r  su rp lu s  leaves w orkers 
g ra sp in g  a t any o p p o rtu n ity  to  in crease  th e ir  incom e b eyond  p a ltry  
w elfare  en titlem en ts  o r  sim ply  to  ga in  access to  th e  coveted  b o tto m  ru n g  
o f  th e  jo b s  ladder. Such  a  scenario  has also  p ro v id ed  G o v e rn m en t 
m o tiv a tio n  in  G re a t B rita in  to  re d u c e  th e  scope a n d  to  sta te  its in te n t to  
ev en tu a lly  abolish  m in im u m  wage p ro te c tio n  (P o n d , 1989). In  I re la n d  the  
G o v e rn m e n t’s re lu c tan ce  to  add ress effectively th e  low pay  p h e n o m e n o n  
is best reflected  by its ob jection  to  aspects  o f  th e  E.C . Social C h a rte r , 
in c lu d in g  a  rejection  o f any  m in im u m  pay  law  (F ly n n , 1989). W h e th e r  
these  G o v ern m en ts  can  w ith s tan d  th e  p re ssu re  in  th e  lo n g  te rm  from  those 
C o m m u n ity  coun tries w ish ing  to  avoid  ‘social d u m p in g ’ o r  th e  adverse 
effects o f  a  de reg u la ted  a n d  d ecen tra lised  la b o u r  m a rk e t is d eb a teab le  
(T eague, 1989). In  b o th  B rita in  a n d  Ire la n d  a  vociferous lobby  g ro u p  
co m p rised , o f tra d e  u n io n s , re lig ious o rg an isa tio n s , poverty  agencies, 
eco n o m ists  and  po litical parties  h as  now  su rfaced  d e m a n d in g  the  
in tro d u c tio n  of a  s ta tu to ry  n a tio n a l m in im u m  wage (S .N .M .W .) to  
a llev ia te  the  low pay  p rob lem .

In  th is  a rtic le  the o rig ins a n d  m erits  c u m  d e m e rits  o f  th e  B ritish  a n d  Ir ish  
selective m in im u m  w age system  is ex am in ed  a n d  ev a lu a ted  in  an  
in te rn a tio n a lly  co m p ara tiv e  con tex t w ith  p a r tic u la r  re fe rence  to  th e  social 
a n d  eco n o m ic  im p lica tio n s o f th e  S .N .M .W .

*T he au th o r is a lecturer in labour relations w ith the College o f C om m erce, D ublin  Institu te  of 
Technology.
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Source of Low Pay Protection
T h e  leg isla tive  o rig in  o f  th e  selective s ta tu to ry  m in im u m  w age sy stem  now  
o p era tiv e  in  B rita in , the  R ep u b lic  o f  Ire lan d  an d  N o rth e rn  I re la n d  c a n  be  
traced  b ack  to  the  second  h a lf  o f  th e  n in e teen ty  century . A t th is  tim e  th e re  
was grow ing  c o n ce rn  over the  use o f  ‘sw eated la b o u r’ th ro u g h o u t th e  
B ritish  Isles. D em an d s  fo r m in im u m  wage subsistence w ere d e s ig n e d  to  
tackle the  p ro b lem  o f ‘sw eated  la b o u r’ w hich  was c h a ra c te r ise d  b y  v e ry  
low w ages w ith  lo n g  h o u rs  o f  w ork  in  in san ita ry  co n d itio n s. W h ils t  a t 
G o v e rn m e n t level th e re  ex isted  som e anx ie ty  w ith re g a rd  to  th is p ra c tic e  
such  co n cern  w as c o u n te re d  by th e  view  th a t state in te rv e n tio n  in  w age 
fix ing  w o u ld  increase  u n em p lo y m en t levels (Bayliss, 1962).

In  1909 a  co m p ro m ise  in itia tiv e  w as given effect in  th e  T rad e  B o a rd s  A ct. 
T h is  fac ilita ted  th e  e s tab lish m en t o f tr ip a r tite  b o a rd s  — re p re s e n tin g  
in te re s ted  tra d e  u n io n  a n d  em ployer p a rtie s  a n d  in d e p e n d e n t  ty p e  
con c ilia tio n  m e m b e rs  — w hich  set legally enfo rceab le  m in im u m  ra te s  o f  
p ay  in  trad es  ‘w h e re  th e  ra te  o f wages prevailing  in  an y  b ra n c h  o f  th e  
tra d e  is ex cep tiona lly  low, as co m p ared  w ith  th a t in  o th e r  e m p lo y m e n ts ’. 
S tressin g  th e  im p o rta n c e  o f the m easu re  W in sto n  C h u rc h ill  a rg u e d :

“I t is a serious national evil that any class o f H is M ajesty's subjects should  
receive less than a living wage in return fo r  their utmost exertions. I t  was 

formerly supposed that the working o f  the laws o f  supply and demand w ou ld  
naturally regulate or eliminate that evil . . . .  But where you  have . . . .  no 
organisation, no parity o f  bargaining the good employer is undercut by the bad  
and the bad employer is undercut by the worst . . . .  where these conditions 
prevail you  have not a condition o f  progress, but a condition o f progressive 
degeneration . . .  the degeneration w ill  continue, and there is no reason w h y it 
should not continue in a sort o f  squalid welter fo r  a period which compared w ith  
our brief lives is indefinite” (Churchill, 1909).

S ection  2(1) o f  th is  e n a c tm e n t p ro v id ed  for the  e s ta b lish m e n t o f  su ch  
m in im u m  w age fix ing  b o a rd s  in  Ire lan d . U n d e r  the p ro v isions o f  th e  A ct 
fo u r such  o rg an s  w ere in tro d u c e d  in  B rita in  an d  five in  I re la n d  (B ayliss 
(1962) M o rtish e d  (1947)).

A ris in g  fro m  th e  re p o r t o f th e  W hitley  C o m m itte e  —  w h ich  
acknow ledged  th e  lim ited  scope a n d  c u m b ro u s  o p e ra tio n s  o f  th e  e x is tin g  
system  — the  1918 T rad e  B oards A ct was passed  vesting  in  th e  M in is te r  
fo r L a b o u r  pow er to  set u p  a  b o a rd  in  any  trad e  w h ere  ‘n o  a d e q u a te  
m a c h in e ry  exists fo r th e  effective reg u la tio n  o f  w ages’. T h i s  n ew  
e n a c tm e n t rep laced  th e  excep tionally  low wages c r ite r io n  u n d e r  th e  
p rem ise  th a t these  b o a rd s  w ould  now  exist as th e  p recu rso rs  o f  v o lu n ta ry  
collective b a rg a in in g  ra th e r  th a n  as suppressors of ‘sw ea tin g ’. C o n s e q u e n t  
to  th is  rev ision  fo u rte e n  new  b o a rd s  h a d  been  estab lished  in  I r e la n d  by
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1921 (D itc h  e t al. 1983). T h is  new  e n a c tm e n t also c o n tr ib u te d  to  d ra m a tic  
p o st-w ar developm ents in  B rita in  w h ere  by 1920 th e re  was th irty -seven  
b o a rd s  covering  th ree  m illion  w orkers a n d  300,000 em ployers (C ra ig  e t al.
1982).

In  1945 th e  B ritish  W ages C o u n cils  A ct w as fram ed  to  en co u rag e  the  
c re a tio n  a n d  co n tin u a tio n  o f  trad e  b o a rd s . A s well as re n a m in g  th e  b o a rd s  
as w ages councils a  n u m b e r o f  s ign ifican t o p e ra tio n a l a m e n d m e n ts  w ere 
m a d e  to  th e  system . A  sim ila r m o d e rn isa tio n  process w as g iven effect by 
th e  W ages C o u n cil Act, 1945 in  N o rth e rn  Ire lan d . T h is  en a c tm e n t 
m ir ro re d  th e  B ritish  in i t ia t iv e  an d  w as p a ra lle led  by P a r t  IV  o f the  F ree  
S ta te  In d u s tr ia l R ela tions Act, 1946 w hich  (also) re n a m e d  th e  b o a rd s  as 
J o in t  L a b o u r  C om m ittees (J.L .C .’s). T h e  scope o f th e  system  w as now  
ex te n d e d  in  all ju risd ic tio n s. P r io r  to  these e n a c tm e n ts  a tra d e  b o a rd  
co u ld  o n ly  be  estab lished  for a  specific trad e . I t  was now  possible to  get 
a  m in im u m  wage for classes o f  w orkers o p e ra tin g  in  m o re  th a n  one tra d e  
o r  fo r a  class o f w orker w hich  d id  n o t in c lu d e  th e  w hole o f  the  tra d e  in  
w h ich  th ey  w ere em ployed. W hils t th e  p ow er o f  th e  W ages C o u n c ils  in  
B r ita in  a n d  N o rth e rn  Ire la n d  was co n fin ed  to  re g u la tin g  wages an d  
h o lidays the R epublic  o f  I re la n d  e q u iv a len t was en titled  to  fix ‘o th e r  
c o n d itio n s  o f  em p lo y m en t’ in  ad d itio n  to  w ages a n d  holidays. By 1946 
th e re  w ere 54 board s p ro v id in g  s ta tu to ry  legal m in im u m  re m u n e ra tio n  
p ro te c tio n  fo r ab o u t 3.5 m illion  w orkers in  B rita in  (B ayliss, 1962). In  the  
R e p u b lic  o f  Ire la n d  an d  N o rth e rn  I re la n d  how ever on ly  tw o a n d  one  new  
b o a rd (s )  respectively  w ere estab lished  b e tw een  1922 a n d  1946, re flec ting  
a  slow er p ace  of in d u stria l dev e lo p m en t in  these  ju r isd ic tio n s  (D itch  e t al.
1983).

Scope and Impact of Legal Wage M inim a
D e sp ite  th e  com m on  o rig ins o f  the selective legal w age m in im a  system  its 
coverage  in  the 3 ju risd ic tio n s  now  varies considerab ly . O n ly  those 
w ork ers  in  c lo th ing , ca te rin g  a n d  h a n d k e rc h ie f  a n d  h o u seh o ld  piece goods 
em p lo y m e n ts  are  p ro tec ted  th ro u g h o u t the  B ritish  Isles. In  B rita in  th e re  
a re  now  24 such W ages C o u n cils  sp a n n in g  over tw o a n d  a  h a lf  m illion  
w ork ers  — o r  12 p e r cen t o f  th e  to ta l la b o u r  force. T h is  co n tra s ts  w ith  the  
th e  p o sitio n  in  N o rth e rn  Ire la n d  a n d  in  th e  R ep u b lic  o f  I re la n d  w here  
th e re  a re  9 a n d  14 such councils p ro te c tin g  4 ,000  a n d  40,000 w orkers 
o r  9 a n d  4 p e r  cen t o f the  to ta l la b o u r  force respectively. In  c o n tra s t w ith  
its  B ritish  c o u n te rp a rt, for exam ple , th e  Ir ish  system s do  n o t p ro tec t 
w o rk ers  in  re ta il an d  licensed  trad es  o r  in  a  n u m b e r  o f  o th e r  sm alle r 
in d u s tr ia l  su b -g roups e.g. toys, fur. A  n o ta b le  p ecu lia rity  o f  th e  R ep u b lic  
o f  I re la n d  J .L .C . system  is th e  lim ited  reg io n a l ap p licab ility  o f  ce rta in  
c o m m ittee s  d e te rm in a tio n s  e.g. C o n tra c t  C le a n in g  to  the  D u b lin  a rea  
(M c M a h o n , 1987).



L O W  PAY A N D  M IN IM U M  WAGE FIX IN G 71

T h e  reaso n s fo r  th e  v arie ty  in  scope betw een  G rea t B rita in , th e  R e p u b lic  
o f  I re la n d , an d  even N o rth e rn  Ire la n d  w ith  its ow n u n iq u e  coverage, 
ap p ea rs  to  have m o re  to  do w ith  the  p iecem eal m a n n e r  in  w h ich  
m in im u m  wage p ro te c tio n  has developed ra th e r  th a n  d ifferences in  
in d u s tr ia l s tru c tu re  a n d  tra d e  u n io n  o rgan isa tion , re la tive  p ay  levels o r  
th e  inc idence  a n d  ex ten t o f  various occupational g ro u p s  in  th e  th re e  
reg ions. T h e  p rac tica l im p ac t o f such  a developm ent a n d  a d h e re n c e  to  a  
p a tch w o rk  w a g e ' p ro te c tio n  system  is th a t low p ay  h as  b eco m e  a n  
accep tab le  fea tu re  o f  these econom ies. For exam ple, u s in g  th e  re p u ta b le  
C o u n c il o f  E u ro p e ’s fa ir  re m e n e ra tio n  ‘decency th resh o ld ’ a p p ro x im a te ly  
1 in  4 fu ll-tim e, p a id -in -fu ll (excluding  overtim e) a d u lt em ployees' in  th e  
R ep u b lic  o f  I re la n d  a re  low p a id  (M c M a h o n , 1987). T h e  sectors w ith  th e  
h ig h est in c id en ce  o f  low p a id  w orkers a re  re ta il a n d  w ho lesa le  
d is tr ib u tio n , m isce llan eo u s services, textiles an d  th e  m e ta ls  a n d  
e n g in e e rin g  in d u s tr ia l sub-sector. T h e  o ccupational g ro u p s m ost a ffec ted  
by low pay  inc lude  in d o o r  sales a n d  o th e r low level n o n -m a n u a l staff, 
ju n io r  clerical staff, p riv a te  dom estic  servan ts an d  u n sk illed  a n d  sem i­
skilled m a n u a l em ployees. In  N o rth e rn  Ire la n d  a  s im ila r p ro b lem  p e rs is ts  
w h ere  n ea rly  40 p e r  cen t o f  the w orkforce a re  ca tego rised  as low  p a id  
(I.C .T .U ., 1988). T h is  inc ludes a  q u a r te r  o f  all m ale  m a n u a l w orkers, 
th re e -q u a rte rs  o f  fem ale  m a n u a l w orkers an d  over a  th ird  o f  n o n -m a n u a l  
fem ale  w orkers. A n  even m o re  serious p ro b lem  p e rta in s  in  B rita in  w h ere , 
u s in g  the  Low  P ay  U n i t ’s m o re  conservative low pay  th re sh o ld  ( th a n  th a t  
ap p lied  by  th e  C o u n c il o f E u ro p e), a b o u t 45 p er cen t o f  th e  w o rk fo rce  
e a rn  low w ages (L ow  P ay  U n it, 1989). W om en w orkers co m p rise  o v er tw o- 
th ird s  o f  th e  g ro u p  w ith  e th n ic  m in o rities an d  y o u n g  w ork ers  also  
fe a tu r in g  sign ifican tly . T h e  lowly p a id  a re  co n cen tra ted  in  th e  d is tr ib u tiv e  
tra d e s  a n d  m iscellaneous services (i.e. hotels, c a te rin g , h a ird re ss in g , 
la u n d rie s  a n d  p riv a te  dom estic  Services).

International M inim um  Wage Fixing Practices
T h e  close h is to ric , po litica l, legal a n d  geograph ica l ties b e tw een  th e  
R ep u b lic  o f  Ire lan d , N o r th e rn  Ire la n d  an d  B rita in  acco u n ts  fo r  th e  
s im ila rity  in  th e ir  m in im u m  wage reg u la tio n  m ach inery . A n  e x a m in a tio n  
o f  system s a d o p te d  in  o th e r  cou n tries  how ever fu r th e r  reveals b o th  th e  
u n iq u en ess  a n d  in a d e q u a c y  o f th is system  as o th e r n a tio n s  d ev e lo p ed  
bey o n d  th e  p a tch w o rk  a p p ro ach  to  p ro v id e  m o re  c o m p reh en s iv e , 
eq u itab le  a n d  effective system s. O f  course the  ran g e  o f  in te rn a tio n a l  
m in im u m  w age fix in g  p rac tices em ployed  reflects the  ev o lu tio n  o f  v a r ie d  
objectives o n  th e  ro le o f  such  system s. O fficial p ro n o u n c e m e n ts  o n  th e  
sub jec t have  covered  a  m y riad  o f  objectives w hich in c lu d e  th e  p ro v is io n  
o f a  d ecen t w age, e lim in a tio n  o f  ‘sw eated  la b o u r’ a n d  e x p lo ita tio n , 
m a in te n a n c e  o f  p u rc h a s in g  power, e rad ica tio n  o f  p o v erty  a m o n g s t 
w orkers, rem oval o f  u n fa ir  co m p etitio n  o n  the  basis o f  low w ages, th e  
fo ste rin g  o f  collective b a rg a in in g , eq u a l pay for e q u a l w ork , r e d u c e d
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in d u s tr ia l conflict an d  as an  in s tru m e n t o f  m acro -eco n o m ic  policy a im e d  
a t ra p id  g row th  a n d  eq u itab le  d is tr ib u tio n  o f  th e  n a tio n a l incom e (I.L .O . 
(1970) a n d  S tarr, (1982)).

W h ils t th e re  are only two in d u stria lised  developed  co u n trie s  c u rre n tly  
w ith  th e  solely selective m in im u m  wage system  —  th e  R ep u b lic  o f  I re la n d  
a n d  G re a t B rita in  — th is  selective m a c h in e ry  does ex ist in  o th e r  in d u s ­
tr ia lise d  coun tries (in c lu d in g  S pain , J a p a n , A u stra lia , P o rtu g a l, C a n a d a  
a n d  N ew  Z ea lan d ) w here  it serves as a  su p p le m e n t to  genera lised  m in im a . 
A s w ith  the  aim s, so also does the coverage o f  m in im u m  w age leg isla tion  
v a ry  con sid erab ly  across coun tries to g e th e r w ith  the  ac tu a l level o f  w ages 
g u a ra n te e d  an d  the  m eth o d s estab lished  fo r a d ju s tin g  th em . T h e  p rac tices 
o f  o u r  E .C . p a rtn e rs  a re  especially re lev an t as th e  S .N .M .W . app lies in  
F ra n c e  (since 1950), in  L u x em b o u rg  (since 1945), in  th e  N e th e rlan d s  
(since 1969), in  P o rtu g a l (since 1974) a n d  in  S p a in  (since 1963). I n  b o th  
B elg iu m  (since 1975) an d  G reece  (since 1982) a  g enera l m in im u m  is 
s tip u la te d  by  na tio n a l level collective ag reem en ts  w hilst D e n m a rk , Ita ly  
a n d  W est G e rm a n y  now  set m in im u m  ra tes  o f  p ay  th ro u g h  legally  b in d in g  
in d u s try  level collective ag reem en ts. T h e  S .N .M .W . o p tio n  is also ap p lied  
in  th e  U n ite d  States, A u stra lia , N ew  Z e a la n d  a n d  C a n a d a . R ev iew ing  the 
selective m in im u m  wage system  in  B rita in  a n d  Ire la n d , in  th e  co n tex t o f 
o th e r  in te rn a tio n a lly  a d o p ted  stra teg ies, th e  In te rn a tio n a l L a b o u r  O ffice 
concludes:

“Such lim ited coverage inevitably is open to criticism. Thus, it is not always 
easy to give the public a convincing explanation o f why certain groups o f  workers 
are given the privilege o f  having their wages protected by law  and others are not ” 
(Starr, 1982).

O n e  such  exp lan a tio n  em ployed  by o p p o n e n ts  o f  the  S .N .M .W . o p tio n  is 
th a t  h ig h e r  pay  invariab ly  gives rise  to  jo b  losses leav ing  th e  in d iv id u a l 
w ith  th e  r a th e r  b leak  choice o f  low p ay  o r  no  p ay  (F orrest a n d  D en n iso n , 
1984). S u ch  an  o rth o d o x  o r neoclassical eco n o m ic  perspec tive  how ever has 
n o t  fo u n d  un iversa l favour an d  is d irec tly  co n tes ted  by la b o u r  m ark e t 
se g m e n ta tio n  theorists.

\
Labour Market Perspective
L a b o u r  m a rk e t seg m en ta tio n  th eo ry  is e m e rg in g  as a n  in c reasing ly  usefu l 
fram ew o rk  for the  ex p lan a tio n  a n d  analysis  o f  th e  existence, h igh  
in c id en ce  a n d  w ide ex ten t o f  low pay. S e g m e n ta tio n  th eo ris ts  essentially  
d iffe r fro m  o rth o d o x  o r  neoclassical eco n o m ists  by a lleg in g  th a t jo b  an d  
p a y  s tru c tu re s  a n d  jo b  o p p o rtu n itie s  a re  s ig n ifican tly  in flu en ced  by 
in d u s tr ia l  factors such  as p ro d u c t-m a rk e t co n d itio n s, in s titu tio n a l 
s tru c tu re s  a n d  p ro d u c tio n  techn iques. W h ils t w o rk er ‘ch a rac te ris tic s’ are  
d e te rm in a n ts  o f w hich  secto r they  w ill be  em p lo y ed  in  th ey  have no  im p ac t
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u p o n  the  ra tio  o f  h ig h  to  lowly p a id  jo b s available in  th e  econom y. 
O rth o d o x  th eo ris ts  view  th e  low pay  p h en o m en o n  how ever as a  co n se ­
q u e n c e  o f  th e  ‘q u a lity ’ o f  w orkers. A  fu rth e r  d im en sio n  o f  se g m e n ta tio n  
th e o ry  involves a  d is tin c tio n  betw een  p rim a ry  a n d  seco n d ary  in d u s tr ia l  
sectors. P r im a ry  in d u s tr ia l sectors a re  ch arac terised  by la rg e  firm s, u s in g  
m o d e rn  technology, fac ing  a  stable p ro d u c t-m ark e t a n d  m a in ta in in g  som e 
m a rk e t power. S eco n d a ry  in d u stria l sectors a re  co m p rised  o f  sm all firm s, 
u s in g  tra d itio n a l technology, fac ing  com petitive a n d  o ften  d e c lin in g  
p ro d u c t-m a rk e ts . T h o u g h  this, classification involves m o d e l types, a n d  low  
p ay  is to  be fo u n d  in  all in d u stria l sectors, its h ighest in c id en ce  in  
seco n d a ry  sectors (e.g. clo th ing , footw ear, d is tr ib u tio n , h o te ls  a n d  
ca te rin g ) as o p p o sed  to  p r im a ry  sectors (e.g. b a n k in g  a n d  in su ra n c e , 
chem icals , e lec tric ity  a n d  gas) is strik ing . A llied to  th is  is th e  p o te n tia l  
b ase  for successful tra d e  u n io n  o rg an isa tio n  in  p r im a ry  en titie s  w h e reas  
in  seco n d ary  sectors th e  p ro life ra tio n  o f sm all firm s im p a irs  such  a 
deve lopm en t.

S e g m e n ta tio n  th eo ris ts  also contest the  neoclassical pe rsp ec tiv e  o f  p ay  
s tru c tu re s  as re flec tin g  re la tive  la b o u r  efficiency or m a rg in a l p ro d u c tiv ity . 
T h e y  view  th e  n u m b e r  o f  h ig h  p ay in g  jo b s in  the  eco n o m y  to  be  th e  re su lt 
o f  in d u s tr ia l a n d  techno log ica l developm en ts w hilst the  ex istence  o f  ‘n o n ­
co m p e tin g  la b o u r  m a rk e t g ro u p s’ ensu res th a t th e re  is no  e q u a lisa tio n  o f  
pay  to  la b o u r  p ro d u c tiv ity  betw een  such g roups (e.g. n u rse s  a n d  
ac c o u n ta n ts ) . In  effect seco n d ary  sec to r jo b s re su lt m o re  fro m  th e  low  
p ro d u c t-m a rk e t v a lu a tio n  o f  goods an d  services p ro d u c e d  a n d  fro m  th e  
low m a rk e t s ta tu s  o f  th e  w orkers em ployed  th a n  from  objective d iffe ren ces 
in  jo b  co n ten t o r  p ro d u c tiv ity  betw een  th e  tw o sectors. T h is  co n tes ts  th e  
‘h u m a n  cap ita l schoo l’ view  w hich  a ttrib u te s  low  p ay  to  th e  low  
p ro d u c tiv ity  p o te n tia l  o f  th e  low p a id  w orkers. T h is  a rg u m e n t is how ever 
som ew hat c irc u la r  in  th a t low pay  itse lf is used  as the  ev id en ce  fo r th e  
alleged  causes o f low  pay, low skill a n d  personal inefficiency. H o w ev e r 
successive s tud ies in c lu d in g  C ra ig  et a l’s. (1982) su rvey  o f  five in d u s tr ia l  
sectors p rov ides su b s tan tiv e  ev idence o f  the  p h e n o m e n a  w h e reb y  th e  skills 
re q u ire d  fo r b asic  p ro d u c tio n  w ork in  h ig h e r p ay in g  m o d e rn  tec h n o lo g y  
firm s is no  h ig h e r  th a t  th a t  in  m o re  tra d itio n a l sectors, a n d  th e  ex is ten ce  
o f ‘n o n -c o m p e tin g  g ro u p s ’ leaves ce rta in  classes o f  la b o u r  m o re  o r  less 
p e rm a n e n tly  co n fin ed  to  the  low pay  secto r (W ilk in so n  (1981), B ro w n  
(1984) an d  D e p a r tm e n t o f  E m p lo y m en t (1987)). In  a d d itio n  th o se  firm s 
w hose ab ility -to -p ay  is re s tric ted  by th e ir  inefficiency a n d /o r  p ro d u c t-  
m ark e t p o s itio n  o ffer a  low  p ay  rew ard . A nalyses o f  official e a rn in g s  d a ta  
in  B rita in , N o r th e rn  I re la n d  an d  th e  R epub lic  o f  I re la n d  rev ea l th a t  
a lth o u g h  th e re  a re  d ifferences betw een  in d u strie s  a n d  o c c u p a tio n s  in  
average pay  levels p rac tica lly  all such  in d u strie s  a n d  o c c u p a tio n s , 
in c lu d in g  those  w ith  h ig h  average pay, have a  low p a id  seg m en t. F u r th e r ­
m ore  low pay  is c o n c e n tra te d  am o n g st d isad v an tag ed  la b o u r  m a rk e t
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g roups. For exam ple, w om en  w orkers co m p rise  over 60 p e r  cen t o f  all low 
p a id  w orkers in  the th ree  ju risd ic tio n s . B o th  y o u n g  a n d  p a r t- t im e  w orkers 
a re  also d isp ro p o rtio n a te ly  rep resen ted  in  th e  figures. In  B rita in  th e  d is ­
a d v an tag eo u s  lab o u r m ark e t position  o f  e th n ic  m in o ritie s  h a s  now  b een  
d e te rm in e d  as, for exam ple, m ale  W est In d ia n s  e a rn  15 p e r  cen t less an d  
m ale  A sian s 14 p e r cen t less th a n  c o m p arab le  w hites (B row n, 1984). A  
fu r th e r  d is tu rb in g  facet o f th e  p h e n o m e n o n  is th a t th e re  is no  ten d en cy  
fo r th e  inc idence  o f  low pay  to  decrease p rog ressively  over tim e  — in  fact 
th e  c o n tra ry  w ould a p p e a r to  be  the  case (L ow  Pay U n it  (1989) a n d  
M c M a h o n  (1987A)). In  a d d itio n  the  absence  o f tra d e  u n io n  p e n e tra tio n  
in  la rg e  in d u str ia l sectors a n d  em p lo y m en t typ es leaves m a n y  w orkers 
o u ts id e  the  scope o f  any  collective b a rg a in in g  a r ra n g e m e n t w h ilst the  
selective a n d  lim ited  legal m in im u m  w age system  excludes la rg e  n u m b e rs  
o f  w orkers from  any fo rm  o f w age p ro tec tio n . T h is  ex istence  o f  
d isa d v a n ta g e d  la b o u r m ark e t g roups, re la tiv e ly  h ig h  u n e m p lo y m e n t 
levels, p rac tices  o f  fam ily  incom e p o o lin g  a n d  sta te  w elfare assistance  
to g e th e r  w ith  the necessity  fo r m ost peop le  to  secu re  an y  fo rm  o f em ploy ­
m e n t allow s em ployers to  rec ru it a t a n d  p ers is t w ith  w age p ay m en ts  fa r 
below  th e  ‘n o rm ’. T hese  co n d itions m a y  well p ro v id e  em ployers w ith  less 
in cen tiv e  to  com pete  th ro u g h  in n o v a tin  in  p ro d u c tio n  m eth o d s, p ro d u c t 
qua lity , co n su m er service o r  by estab lish in g  new  m ark e ts . R e liance  u p o n  
a  co m p e titiv e  ad van tage  o f  low w ages, w h ilst re ta in in g  obsolete  
technology , w ill be an  un like ly  sav iou r in  th e  face o f  co m p e titio n  fro m , for 
ex am p le , th ird  w orld  co u n trie s  w ith  th e ir  la rg e r  poo ls o f  ch eap  lab o u r. O f  
co u rse  th e  low  pay ing  em ployers incen tive  to  tra in  a n d  re ta in  sta ff will be 
re d u c e d  w hilst the w orkforce itself m ay  d isp lay  less th a n  the  d esirab le  level 
o f  c o m m ittm e n t. N o lan ’s observa tions o n  th e  p e rfo rm a n c e  o f the  B ritish  
econom y, w h en  co m p arin g  u n it costs in  m a n u fa c tu r in g  in  15 m a jo r 
in d u s tr ia l  n a tio n s, m ake th is  possib ility  so m e th in g  less th a n  a  lu d ic ro u s  
h y p o th e tica l scenario:

“the countries with the highest wages and social charges (the United States, 
West Germany, Belgium and the Netherlands)  are more cost effective than the 
U .K . because their respective labour forces are more productive . . . .  although 
average incomes are much higher than in the U .K . so too is the level o f output 
per worker hour . . . .  over time, low wages and low productivity have become 
self-reinforcing . . . .  (this) may actually damage the dynamic potential and  
competitive structure o f the economy” (Nolan, 1988).

Conclusion
B o th  th e  case  and  p ressu re  fo r a  co m p reh en siv e  w age safety  n e t to  rep lace  
th e  h is to ric  pa tchw ork  po litica l co m p ro m ise  system  in  B rita in  an d  I re la n d  
is g a in in g  m o m e n tu m . I t is now  a rg u e d  th a t  th e  in tro d u c tio n  o f  a 
m in im u m  w age m ay  give rise  to  m a c ro -e co n o m ic  benefits  in c lu d in g  
eco n o m ic  g row th  v ia  h ig h e r co n su m er d e m a n d  to g e th e r w ith  in c rea sed
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p ro d u c tiv ity  a n d  p ro fits  v ia  the  sw ifter rep lacem en t o f  obso le te  te ch n o lo g y  
a n d  th e  a b a n d o n m e n t o f  the  wage u n d e rc u ttin g  tac tic  in  fav o u r o f  m o re  
so p h is tica ted  co rp o ra te  stra teg ies (P ond  et al. (1982), C ra ig  e t al. (1982) 
a n d  B ro sn an  e t al. (1987)). In d e e d  research  resu lts  b o th  fro m  those  
econom ies w h ere  a  m in im u m  wage is in  p lace an d  fro m  p ro jec tio n s  o f  th e  
m e a su re ’s p o te n tia l im p a c t reveal an  absence o f  e n d u r in g  ev id en ce  to  
suggest th a t  a m in im u m  wage exerts a  d isem ploym en t effect o r  a n y th in g  
m o re  th a n  a  very  m o d est in fla tio n a ry  im pact. At the  w o rk p lace  level a  fa ir  
w age is also  likely to  exert a  beneficial effect th ro u g h  h ig h e r  m o ra le , 
im p ro v ed  w ork  s ta n d a rd s  an d  red u ced  lab o u r tu rn o v er. In  fac t th e  
p re d o m in a n tly  positive experience  w ith  the  S.N .M .W . in  a  w id e  ra n g e  o f  
d eve lop ing  an d  in d u s tr ia lise d  n a tio n s  serves as a  u se fu l ex am p le  in  th e  
B ritish  a n d  Irish  con tex t. I t  is also no tab le  th a t n u m e ro u s  em p lo y ers  a n d  
em ployer o rg an isa tio n s , in  b o th  B rita in  a n d  Ire lan d , have ack n o w led g ed  
th e  b enefic ia l role, a n d  in d ica ted  a  c lear p re fe ren ce  fo r th e  r e te n tio n  
(a lb e it w ith  m o d ifica tio n ), o f  th e  ex isting  selective legal w age m in im a  
system .

G iv en  the  fa ilu re  in  b o th  econom ies to effectively e lim in a te  low  p a y  by  
selective w age m in im a , su p p lem en ta ry  social w elfare p a y m e n ts , n a t io n a l  
level w age a g re e m e n ts  a n d  incom e policies b iased  to w ard  th e  low ly p a id , 
jo in t  in d u s tr ia l councils  o r  trad e  u n io n  p lan t level o rg a n isa tio n  a n d  
n eg o tia tio n  th e  case fo r  a n  a lte rn a tiv e  m ech an ism  m ay  b e  su p p o r te d , even  
o n  social ju s tic e  co n sid e ra tio n s  alone. B eyond the ‘fa ir  d a y ’s p ay  fo r a  fa ir  
d a y ’s w ork ’ ax io m  a  m in im u m  wage w ould assist in  th e  e lim in a tio n  o f  th a t  
p o v erty  w hich  is d irec tly  re la ted  to  low  pay. In  the  lo n g  te rm , fo r  ex am p le , 
th e  m e a su re  w ou ld  also  h e lp  c o u n te r  the poverty  a r is in g  a m o n g s t th e  
u n em p lo y ed  o r  ag ed  w ho  once w orked  in  lowly p a y in g  jo b s  o r  fo r  tho se  
w ho  now  find  them selves in  the  ‘poverty  tra p ’. At th e  e n d  o f  th e  d a y  th e  
im p a c t o f  a n y  m in im u m  w age will be d irec tly  in flu en ced  b y  i t ’s level, 
coverage, en fo rceab ility , in d iv id u a l p ro d u c t-m ark e t c o n d itio n s  a n d  th e  
scope fo r su b s titu ta b ility  o f  th e  factors o f  p ro d u c tio n  in  each  e m p lo y m e n t 
u n it. B o th  th e  social ju s tic e  o r  equity , an d  efficiency o r  eco n o m ic  im p a c ts , 
o f  th e  m e a su re  cou ld  be assessed in  co n ju n c tio n  w ith  i t ’s g ra d u a l  
in tro d u c tio n  a llow ing  an y  p o ten tia l d e tr im e n ta l resu lts  to  b e  a d d re sse d  
im m ed ia te ly . S uch  a  s tra teg y  was successfully em ployed  w ith  th e  e q u a l 
p ay  d irec tive  an d  c o n tra ry  to  the w arn in g s o f  o p p o n en ts  o f  th a t  in itia tiv e  
it is re lev an t to  th is  to p ic  th a t w om en’s relative pay a n d  e m p lo y m e n t levels 
have in c rea sed  b y  s ig n ifican t p ro p o rtio n s  in  bo th  B r ita in  a n d  I re la n d  
since the  1970s.
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