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Living wages are a necessary response 
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Post-crisis rise of in-work poverty in Europe

Source: Eurostat online data code (ilc_iw01), (ilc_iw03), (ilc_iw05) and 
(ilc_iw07)

http://ec.europa.eu/eurostat/product?code=ilc_iw01&language=en&mode=view
http://ec.europa.eu/eurostat/product?code=ilc_iw03&language=en&mode=view
http://ec.europa.eu/eurostat/product?code=ilc_iw05&language=en&mode=view
http://ec.europa.eu/eurostat/product?code=ilc_iw07&language=en&mode=view


Local data often provide a more stark picture

Poverty pay in Greater Manchester (population 2.7 million, 1.8m 

working age)

Figure 4 – Estimated proportion of workers earning less than the UK living wage, by GM local 
authority, gender and full-time/part-time, 2014 

 
Source: Annual Survey of Hours and Earning various years; author’s calculations following the methodology used by KPMG 
see: http://www.kpmg.com/uk/en/issuesandinsights/articlespublications/newsreleases/pages/number-of-workers-paid-less-than-
the-living-wage-passes-5-million.aspx 
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Living wages are a legitimate response to the 
dominant discourse on the functioning of 
wages



Key problems with dominant discourse on the 
functions of wages

• Wage as market price (Allocative function):
• Employers assumed to hire until marginal cost is greater than 

marginal benefit (supply and demand)
• ‘Distortions’ to the labour market said to reduce total benefits to 

workers and employers (eg. insider-outside models, minimum wage 
job loss effect)

• But labour supply not static (migrants, offshored, inactive, etc.)
• Major differences among workforce groups in ‘reservation wage’ 

positions

• Wage as return to skill investment (Human capital function):
• Assumes human capital directly shapes productivity
• E.g. ‘New Household economics’: men’s and women’s decisions said 

to optimise household utility (so women invest less because they 
anticipate fewer years of returns)

• But levels of formal education and experience are poor proxies for 
productivity (many over-educated workers, etc)

• Unequal access to education & training opportunities



• Wage as social need (Subsistence function)
• Employees (and families) are primarily concerned that their pay 

keeps up with rises in the cost of living (living wage)

• Welfare state/Government intervention shapes what wage level is 
acceptable (e.g. minimum wage, tax credits, unemployment benefits, 
etc.)

• Wage as gendered practice (Gender function)
• Evidence that women’s wage is shaped more by sex segregation than 

productivity
• Many women work in jobs that do not pay enough to enable 

financial independence --- means low-wage employers rely on 
subsidies (family/state) to support female employees’ living costs

• Wages as negotiated/conflicting practice (Contested 
function)
• Continuous conflict inevitable over absolute and relative value of 

jobs and occupations, differentials between rich and poor, use of 
seniority or merit pay, etc.

• The contest over pay takes place at different levels and between 
different actors and involving formal and informal processes

Wages also serve other functions:



Patterns of low pay universally penalise women more 
than men

Source: Grimshaw and Rubery (2013) Chapter 4 in Grimshaw, D. (ed.) Minimum Wages, Pay Equity 
and Comparative Industrial Relations, Routledge.



6 issues for unions and citizens



i) A valuable tool to mobilise new workers 
and form broad coalitions?

Relevant studies in light-touch regulatory employment models (UK, United 
States, Canada) point to a strengthening of unions’ base and successful 
coalitions:

Trade unions lead or join broad coalitions of community, religious & 
charity organisations to fight for higher pay

• Union-CSO coalitions important in living wage movements (e.g. Holgate 
2009 on London Citizens; Nissen 2004 on Miami’s union-community coalition; Erikson 
et al 2002 on Justice-for-Janitors in Los Angeles; Eaton & Dagg on homeworkers in 
Toronto)

• Success at mobilising hard-to-reach vulnerable workforce groups
Issues:

• Conflict/cooperation in union-CSO coalitions (Heery et al. 2012)

• Limited diffusion at sector level, or via procurement policy or legislative 
reform (Freeman 2007)

• Progressive employers (for varying reasons) often the main drivers, risk 
of crowding out union actions?



ii) Win-win opportunities with socially 
responsible employers?

Greater political willingness among some employers
• Local perceptions of growing disconnect between economic 

wealth, affordable housing & poverty among workforce (new 
appetite for inclusive growth, just work, etc) (Irvine 2014)

• Progressive organisational management –e.g. municipalities (Keddy

2015 for Canada, Johnson 2015 for UK), Reputational value of ‘political 
champions’ & ‘anchor institutions’

Issues:

• Problems of self-monitoring in non-union workplaces

• Durability of commitment questionable

• Difficulty of monitoring other changes in total reward package 
(pay premiums, minimum working hours, etc.)

• Employer frustration that living wages only have a minimal 
impact on poverty (UK evidence from Bennet 2013; Swaffield 2016) –due to 
non-targeting of poor households (Coats 2012)



iii) A necessary trade-off with declining 
welfare income?

New questioning about the respective responsibilities of 
employers and governments to propping up living 
standards
• Context of cuts to welfare expenditures post-crisis in many 

countries and calls for employers to take on more of the welfare 
costs of low-wage workers earning ‘poverty pay’

• Common assumption that living wages function as a neutral 
substitute for tax credits (in-work benefits) (Kaufman)

Issues:
• Fundamentally different approaches of wages (individual) and benefits 

(household) means that higher pay does not neatly trade-off with reduced 
benefits (IFS studies for the UK; exclusion of migrants/posted workers)

• This explains why some call for state-funded subsidies paid directly to poor 
families (Bennet; Macpherson), while others argue this indirectly supports ‘parasitic’ 
employers (Webbs) and crowds out wage bargaining (Grimshaw)

• The link between a living wage and the income necessary to raise an 
individual/family/household above poverty is ‘far from straightforward’
(Hirsch)



iv) Disconnect with minimum wages?

Historical function of minimum wages was often to guarantee 
at least subsistence pay. But minimum wages are not 
necessarily living wages

Country (and time) differences in factors driving level and trends 
in minimum wages:

• Policy conflicts around job growth, inflation targets, ‘make work 
pay’, fairness, etc

• Diverse inter-linkages with collective bargaining means trade union 
positions differ also

• Growing evidence of disjuncture between minimum wages and 
family-sustaining living standards explains growth of living wage 
movements



Source: Ive Marx, Sarah Marchal and Brian Nolan, ETUI Working Paper (2012)



Source: Ive Marx, Sarah Marchal and Brian Nolan (ETUI Working Paper 2012)



v) Supply chain successes via subcontractor-
union alliances?

Where low-wage work is under pressure from highly cost competitive 
forms of subcontracting, employer-worker alliances against clients can 
raise service fees to pay a living wage (Wright & Brown; Jaehrling; Schulten)

• Enabling role of regulations such as TUPE, contractor liability, collective 
bargaining extension

• Can successfully target (wealthy) client organisations’ brand reputation

• Unionisation in client can be utilised to extend protections to vulnerable 
workers in 2nd, 3rd etc tiers of subcontractors

Issues:
• Risk of shifting wage issues to client organisation, potentially doubles 

workload for trade union

• Promotes notion that unit price agreed in services/product contract 
drives wage

• Resolved by specifying basic wage in contract but not other terms and 
conditions

• Cost competitive principles of subcontracting/ supply chains remains



vi) How to sustain a living wage?

Major challenges for employers to sustain a living wage in a context 
where real wages are growing out of step with the cost of living

Research suggests the success of sustaining a living wage policy in an 
organisation or sector agreement depends on how it is implemented 
into the pay structure (Grimshaw & Swaffield):

• Rudimentary approach: remove lowest pay grade and/or add pay 
supplements to pay grades below living wage

• Fairness approach: combine with bottom-weighted pay settlement 
over time to keep base wages in line

• Holistic approach: integrate alongside job evaluation of all pay 
grades, egalitarian review of pay differentials and commitment to 
stable, decent work

Issues:
• Fairness approach requires dedicated equality strategy (unions and 

employer) and response to disadvantaged groups

• Holistic approach requires major investment of time and resources and 
attention to employee views



Example of a ‘Fairness approach’

2013 2016

GRADE LEVEL Pay rate LW

% 

Supplement Hourly LW

% 

Supplement

1 1 £6.38 £7.45 16.8% £7.39 £8.25 11.7%

1 2 £6.50 £7.45 14.6% £7.52 £8.25 9.7%

1 3 £6.62 £7.45 12.5% £7.61 £8.25 8.3%

1 4 £6.75 £7.45 10.4% £7.63 £8.25 8.1%

2 1 £6.78 £7.45 10.0% £7.66 £8.25 7.8%

2 2 £7.03 £7.45 5.9% £7.68 £8.25 7.4%

2 3 £7.29 £7.45 2.2% £7.93 £8.25 4.1%

2 4 £7.53 £8.18 £8.25 0.9%

3 1 £7.55 £8.21 £8.25 0.5%

3 2 £7.77 £8.22 £8.25 0.3%

3 3 £8.00 £8.30

3 4 £8.22 £8.52

English city local authority pay structure, 2013-2016



Example of a ‘Fairness approach’ Bottom-weighted pay 
settlements reduce size of LW 

supplement

2013 2016

GRADE LEVEL Pay rate LW

% 

Supplement Hourly LW

% 

Supplement

1 1 £6.38 £7.45 16.8% £7.39 £8.25 11.7%

1 2 £6.50 £7.45 14.6% £7.52 £8.25 9.7%

1 3 £6.62 £7.45 12.5% £7.61 £8.25 8.3%

1 4 £6.75 £7.45 10.4% £7.63 £8.25 8.1%

2 1 £6.78 £7.45 10.0% £7.66 £8.25 7.8%

2 2 £7.03 £7.45 5.9% £7.68 £8.25 7.4%

2 3 £7.29 £7.45 2.2% £7.93 £8.25 4.1%

2 4 £7.53 £8.18 £8.25 0.9%

3 1 £7.55 £8.21 £8.25 0.5%

3 2 £7.77 £8.22 £8.25 0.3%

3 3 £8.00 £8.30

3 4 £8.22 £8.52

English city local authority pay structure, 2013-2016



Evidence from a UK survey of employees benefiting from a living 
wage:

Q. How has the implementation of the LW policy affected you as an employee in 
your work?

Positive outlook:
• “It has given me more pride in my role”
• "Feel more loyal to the council. Other jobs in the same field of work I am in are 

all lower paid"

Solidaristic outlook:
• “Hasn’t affected me that much, but I know it made a big difference to some of 

my colleagues”
• “No difference to me. Perhaps made people think their wage is fairer”

Too little to matter:
• “It means I have a little bit more money, but not much because there are so few 

hours in this job”
• “I am grateful that they pay it. I don’t do enough hours to make it relevant”

Pay equity problems:
• “No effect – but there is now no difference between skilled and unskilled labour”

Source: Jo Swaffield, University of York



Conclusions

• Living wages can play a major role in re-asserting the 
subsistence function of wages

• Living wages address gender inequality since most 
beneficiaries are women

• Living wages raise major issues for unions and citizens 
& emphasise the need to monitor: 

• welfare benefits (levels and accessibility)

• supply chain restructuring (power/reputation of hub firms)

• role/resources of CSOs

• wider bundle of terms and conditions of employment

• trade union equality strategy (commitment)

• other anti-poverty strategies (especially for workers ‘on the 
margins’)


