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Consultation on National Minimum Wage 
 
Introduction 

The Association of Employment and Learning Providers (AELP) represents the interests of a range of  
organisations delivering vocational learning and employment and employability support. The 
majority of our 750+ member organisations are independent providers (from both the private and  
third sectors) holding contracts with the Skills Funding Agency (SFA), with many also delivering  
Department for Education (Education Funding Agency) and Department of Work and Pensions  
(DWP) funded provision. Many of our members are involved in the delivery of employment and skills  
programmes in Wales and work with employers who operate throughout the United Kingdom.  
In addition to these we have a number of colleges in membership, as well as non-delivery  
organisations such as Sector Skills Councils and awarding bodies as Associate Members, which 
means that AELP offers a well rounded and comprehensive perspective and insight on matters 
relating to its remit.  
 

Background 

The Chancellor announced a number of key measures for employment and skills in his Summer 
Budget on 8 July 2015, including the introduction of a National Living Wage (NLW) from April 2016 
for those aged over 25, starting at £7.20 per hour and rising to £9 by 2020 (up from the current 
£6.70), although the common consensus previously was that a NLW would start at £7.85.  The 
government has also decided against following the Low Pay Commission’s recommendations to 
increase the Apprenticeship minimum wage by 7p and decided instead to increase it by 57p to 
£3.30. 

Current proposed position at March 2016: 

Age 25+ Non Apprentice   £7.20 

Age 25+ Apprentice after year 1  £6.70 or £7.20 

Age 19+ First year Apprentice  £3.30 

Age 21-24 Non Apprentice  £6.70 

Age 18-20 Non Apprentice  £5.30 

Age 19-20 Apprentice after year 1 £5.30 

Age 16-17 Non Apprentice  £3.87 

Age 16-18 Apprentice   £3.30 
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Response  
 
Our responses are based on some underlying principles on the minimum or living wage:   
 
1. There are too many categories of minimum wages which makes the system difficult to 

understand or justify.  This is also the cause of many employers paying the wrong rates of pay. 
2. We believe all working people should be fairly rewarded but the minimum wage must be set at a 

rate that does not impact on the employment prospects of any people but especially young 
people.   

3. There is a justification for apprentices to be paid a lower rate than their co workers because of 
the commitment the employer makes to supporting the apprentices but this should only be in 
the region of around 20%.  This should not apply to anyone over the age of 25. 

4. When an increase in the minimum wage is justified then this increase should be managed in 
stages so that the impact of the change can be monitored. 

5. We should encourage all employers to pay a fair rate which in many cases is well above the 
minimum levels. 

 
As a result of the complex situation created by the different levels of minimum and living wage we 
believe that the government should move towards the following position: 
 
1. Minimum (Living) Wage set at 60% of the average wage rate.   
 
2. This should apply to all workers over 25 including all apprentices.  Apprentices at that age are 

normally already at work albeit undertaking a new role or a substantive training programme.  
Employers will be getting the productivity gains and benefits so they should be able to afford 
this pay rate without affecting employment. 

 
3. The NLW for 18 to 24 year olds should be set at 15% below the general NLW to represent the 

additional training and support provided by employers to less experienced workers.  This wage 
gap should be closed progressively for workers over 18 by 2020. 

 
4. The NLW for 16 -18 year olds should be set at 25% below the general NLW and this gap should 

be progressively closed to 15% by 2020. 
 
5. We should consider if apprentices over the age of 25 should be paid the NLW by 2020.  The 

current gap between the payment for the first year of the Apprenticeship should be closed over 
that period. 
 

6. Apprentices aged 18 – 24 in their first year should be paid at the same rate as other 18 – 24 year 
old workers by 2020.  If so, the gap should be closed progressively between now and then. 
 

7. Apprentices aged 16 – 18 should have a NLW at 20% below the payment for non Apprenticeship 
employees.  This gap should be closed by 2020.  
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Questions 
 
1. If an employer, how many NMW workers do you employ and in which sector and what is your 

age profile of your NMW workforce (proportions aged 20 and under, ages 21-24, ages 25 and 
over)? 

AELP does not employ any workers on the NMW. 
 
Economic Outlook 

2. What are your views on the outlook for the UK economy, including employment and 
unemployment levels, for: a) the period through to September 2017; b) the period from 
September 2017 to September 2018? 

Growth should be sustained but recent events will lower expectation over the next two or three 
years. 

3. What has been your experience of wage growth and inflation in the last year and what do you 
forecast for the next couple of years? 

There has been some wage growth recently.  There are also some skill shortages appearing even at 
lower skill levels which will encourage employers to pay above the minimum wage.  However 
changes to the minimum wage might affect employment in some sectors where employers may 
choose other methods of staffing such as contracting out or self employment. 

4. What do you assess as the current state of business conditions in the UK? To what extent are the 
economic and business conditions in place to allow a faster increase in the minimum wages 
(including youth and apprentice rates) taking into account the implications on 
employment?  How, if at all, do these vary by sector, type and size of business and nation or 
region? 

Growth should allow some growth in minimum wages but this needs to be staged to allow 
employers the time to adjust costs and to monitor the impact of the changes.  Increases in minimum 
wages that are not affordable will not help the people that the minimum wage levels are targeted at. 

Impact of NMW 

5. What has been the impact of the National Minimum Wage (NMW), such as on employment, 
hours, pay structures, contract type, and profits, in particular over the last twelve months?  Has 
this impact varied, and if so how (for example, by sector, type and size of business, nation and 
region, or groups of workers – including women, ethnic minorities, migrant workers, disabled 
people, older workers, and those who are unqualified)? 

We do not believe that the current regulations have affected the employment market adversely.  
Some sectors are more affected by changes to the NMW than others such as construction, 
hairdressing and care.  However substantial changes in these rates need to be managed in stages to 
avoid adverse impacts on employers and those on the NMW.  Indeed, some providers are already 
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finding that some young people are not prepared to undertake an Apprenticeship because of the 
lower Apprenticeship minimum wage, preferring instead to take a job at a higher wage rate even 
where that does not provide the progression opportunities offered by an Apprenticeship.  

6. What do you estimate will be the effect of the 3.0 per cent increase to the adult rate of the 
NMW, the 3.3 per cent increase to the Youth Development Rate, the 2.2 per cent increase to the 
16-17 Year Old Rate, and the 20.9 per cent increase to the Apprentice Rate in October 2015?  

We agree that the Apprentice rate should be increased by a greater amount to close the wage gap 
with other workers.  However we do believe for younger apprentices there is a justification for a 
small wage gap to reflect the commitment made by the employer to additional support and training.  
The move towards our proposals set out above should be done in stages.  We need to monitor 
closely the impact on specific sectors such as construction.  If these changes affect the numbers of 
apprentices in the sector then we would need to review the direction of travel. 

Future Rates   

7. At what level should the NMW be set in October 2016? (only 21-24 year olds will receive this 
rate; it will not change the NLW for the period October 2016-April 2017) 

We have set out our proposals above but we are aware that the current proposals for March 2016 
will create a major gap in wage rates between young people and workers over 25.  This may have 
both positive and negative impacts on young people.  It does make the employment of young people 
attractive for employers which is a good thing.  However if employers see young people as the only 
way of reducing wage rates then that cannot be a good thing and they may then review employment 
for those that become 25 whilst in employment.  In other words it may establish young people as 
the low paid workers of the economy.   

This issue also applies to the differential wage rates for apprentices.  It does make the employment 
of apprentices an attractive offer for employers (especially as the national insurance contributions 
will be reducing) but we should not see Apprenticeships as a low wage programme.  Many 
employers currently pay above the minimum wage and pay apprentices at the NMW levels.  If these 
rates are increased then employers may well revert back to the Apprenticeship rate i.e. lower than 
the current rates.  This is a real risk to young people which is why the rates for young people need to 
be increased in line with other employees. At the same time the challenges this represents to 
sectors like construction, which require significant off the job training, need to be taken into 
account. 

8. At what level should each of the other rates of the minimum wage be set in October 2016 - that 
is, for 16-17 year olds, the Youth Development Rate (18-20 year olds), apprentices, and the 
accommodation offset? 

See above.  We need to ensure that employers are still attracted to recruit 16-18 year old 
apprentices so that we do not see a major increase in the number of young people that are NEET 
(not in education, employment or training). 
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9. At what level should each of the rates of the minimum wage be set in 2017? (Note: the exact 
applicable period depends on the outcome of the government’s review of the NMW and NLW 
wage cycles. The next rate recommendations could be in October 2017, or in April, if the cycles 
are aligned). How valuable will you find indicative future rates of the NMW? 

See above. 
 
National Living Wage (NLW) 

10. What are your views on the likely impact of the introductory level of £7.20 an hour for workers 
aged 25 and over (from April 2016), such as on employment, hours, earnings, pay structures, 
differentials, progression, contract type, or profits?  

See above. 

11. Do you think the impact of the introductory rate of the NLW will vary, and if so how (for example, 
by sector, type and size of business, nation and region, or groups of workers – including women, 
ethnic minorities, migrant workers, disabled people, older workers, and those who are 
unqualified)? 

The NLW may increase the number of youngsters in low-skilled work through employers wishing to 
avoid paying the higher NLW rate to over-25s. This could create a cycle of many young people 
becoming trapped in low-skilled jobs.  Alternatively, if the NLW was introduced at the current 21+ 
rate, young adults could be forced out of skilled employment as employers may wish to fill vacancies 
with older, more experience employees. Young people would find it more difficult to obtain a job 
even if overall employment remains roughly constant.  
 
12. To what extent is the impact of a higher wage floor for workers aged 25 and over affected by 

other changes to business costs (National Insurance cuts; corporation tax; and so on)? 

Reductions in National Insurance for Apprenticeships will also increase the benefit to employers 
which should compensate for the higher percentage increases in wage rates. 

13. What are your views on the differential between the National Living Wage and the other 
National Minimum Wage rates?  How should the NLW affect the other rates, if at all?  

See above.  We recommend fewer numbers of rates. 

14. What are your views on the proposed timing of the National Living Wage cycle (rate review each 
April) and the existing National Minimum Wage cycle (current rate review each October)?  What 
are your views on aligning them both in April? 

The increases to NLW should be made over a reasonable period so that any impact on jobs in 
particular sectors can be monitored. 

15. What are your views on the likely impact of NLW reaching 60% of average earnings by 2020, or 
more than £9 on current earnings forecasts? Do you have any comments on the best trajectory?  
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See above. 

16. At what level should the National Living Wage (for those aged 25 and over) be set in April 2017?  
(We will seek further views on this question in the spring of 2016.) 

See above. 

17. Do you have any other comments on the NLW? 

The Budget did not say whether those aged 25+ on Apprenticeships after one year would be entitled 
to the NLW rate.  AELP believes that there is a case that adult apprentices over the age of 24 should 
not be on an apprentice rate at all and they should at least be on the national minimum wage.  
Apprentices must receive a realistic wage and Apprenticeships must not be seen as cheap labour. 

The changes to the minimum wage will only affect 25 year olds but a National Living Wage for over-
25s affects not only employees in line to receive the premium but also those who are not eligible. 
The National Living Wage may mean that employers will be encouraged to recruit young people, 
especially where there are additional national insurance incentives.  It will be very important to 
balance any increases in rates for young people with the ability of employers to pay their costs.   
In their paper Minimum Wage: Silver Bullet or Poisoned Chalice? Published in March 2014, Ryan 
Bourne and J Shackleton, IEA.org, suggest that an across-the-board increase to the NLW would result 
in fewer opportunities for young people1. 
 
Justin King, former Chief Executive of Sainsbury’s PLC, has warned of the effects on the NLW 
applying to those 25+, suggesting the hardest hit will be those approaching 25 who may not find a 
permanent job with their company as they look to younger adults to prevent paying the premium2.  
 

21-24 Year Olds 

18. What has been the impact of the minimum wage on workers aged 21-24 and what effect do you 
think it has on their employment prospects? 

See above. 

Young People and Apprentices 

19. What has been the impact of the minimum wage on young people and what effect do you think it 
has on their employment prospects? 

Many apprentice training providers believe that that there is some justification for a significant 
increase in the minimum apprentice wage rate to move towards parity with the young person’s rate 
of £3.87 from October, however the apprentice rate should not be increased to the point where it 
adversely affects employer recruitment.   Apprenticeships must still be seen as an investment by 

                                            
1  http://www.iea.org.uk/sites/default/files/publications/files/Briefing%20-
%20Minimum%20Wage.pdf  
2 http://www.bbc.co.uk/news/business-34090038 

http://www.iea.org.uk/sites/default/files/publications/files/Briefing%20-%20Minimum%20Wage.pdf
http://www.iea.org.uk/sites/default/files/publications/files/Briefing%20-%20Minimum%20Wage.pdf
http://www.bbc.co.uk/news/business-34090038
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employers and not just as a way of reducing labour costs. 
 
20. What has been the impact of the Apprentice Rate (on pay; provision and take-up of places; and 

training volume and quality) 

There has not been any major impact on the numbers of apprentices as a result of the current 
changes in rate.  In some sectors such as construction it is important to have a differential between 
apprentice wage rates and other workers to encourage the take up. 

21. What do you think might help employers to comply with paying the right apprentice pay rate? 
We are particularly interested in the extent to which non-compliance arises from problems with 
the correct hourly rate as opposed to non-payment of hours.  How far does it arise from the 
hourly rate?  How far does it arise from non-payment of hours (for example, time at college)?  
How far does it arise from employers starting people on the Apprentice Rate before they have 
formal apprentice status? 

 
Compliance & Enforcement 

22. What issues are there with compliance with the NMW?  Do particular groups experience 
problems with NMW compliance (for example apprentices, those working in the social care 
sector, migrant workers or interns/others undertaking work experience)?  What is the extent and 
trend? 

See above. 

23. What comments do you have regarding the enforcement work of HMRC, and/or the quality and 
accessibility of official guidance on the NMW?  What more could be done to improve 
compliance? Do workers and employers have enough information on the NMW and what could 
be done to improve it? 

See above. 

24. What are your views on the implications of the possible move to a single enforcement agency for 
some employment issues, including the NMW? 

There should be a single agency to monitor MNW.  This agency should work with sector bodies such 
as AELP in monitoring apprenticeship wage rates. 

25. What impact, if any, do you envisage the National Living Wage will have on enforcement? 

The introduction of new rates will complicate the enforcement process.  Employers are confused by 
what rate to pay and many issues occur when individuals move between rates as a result of age and 
job changes.   

26. What are your views on current arrangements for the accommodation offset?  How far is it 
protecting low-paid workers, or otherwise?  What difference, if any, has the increase in the value 
of the offset since 2013 made to the provision of accommodation? 
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Accommodation offset is a further complication but for some individuals the accommodation is a 
valuable benefit.  Any changes to this should be managed over a period of time. 
 

Other 

27. Are there any other views or evidence you would like to give us about the operation and impact 
of the National Minimum Wage or the introduction of the National Living Wage? 

AELP has continually called for a more integrated approach to employment and skills policies 
because it is not just a question of getting people off unemployment benefits. We need to continue 
to support employees and get them into jobs that are sustainable and pay above the ‘living wage’ 
levels.  This is clearly an issue where employers have to raise the productivity of employees so that 
they can afford the higher wages.  This will mean that programmes such as Work Programme, 
Traineeships and Apprenticeships must be joined up and people can progress through these 
programmes to sustainable and skilled employment.  We are concerned however that the Living 
Wage might act as an incentive for the ‘wrong’ employers to take on young apprentices to avoid 
paying them more.  
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