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Executive summary 
 
More than one in five workers in the UK experience low pay 1, a proportion that has 
changed little in over 25 years. The widespread nature of low pay, combined with its 
impact on living standards and rates of working poverty, means finding out more 
about the determinants and nature of low-paid work is of vital importance for policy-
makers and those concerned with tackling poverty in the UK. 
 
One aspect of low-paid work that is particularly concerning is its link to employment 
insecurity. Those working for low wages tend to also be working in jobs 
characterised by temporary contracts and low hours, and are also more likely to 
experience individual barriers to employment security such as work limiting health 
conditions and few qualifications. 
 
This paper provides original evidence, using the British Household Panel Survey, 
which ran between 1991 and 2008, of the link between low pay and employment 
insecurity. Our findings show that: 
 

 more than a third of low-paid workers (38.4 per cent) experience a period of 
worklessness over a four year period; 

 being low paid increases the probability of experiencing a period of 
worklessness by around 10 per cent, after accounting for a host of individual, 
family-level and employment characteristics; 

 those low-paid workers on temporary contracts, and those with work-limiting 
health conditions or disabilities, are the most likely to experience a spell of 
worklessness over a four-year period. 

Also of concern is that when many of those workless individuals who were formerly 
low paid return to employment, it is to a similarly low level of earnings. This low-pay, 
no-pay cycle means many find it difficult to escape low living standards and advance 
in the world of work. The evidence set out in this paper finds that: 
 

 almost a quarter of low-paid workers (24.3 per cent) cycle between 
employment, worklessness, and back into employment over a four-year 
period, with a further 14.1 per cent leaving employment and not returning 
to work; 

 of the 24.3 per cent on that cycle, more than half, or 13 per cent of all low-
paid workers, remain on low pay throughout the period and are therefore 
stuck in a low-pay, no-pay cycle; 

 if these figures hold over the medium-term, we would expect more than 
400,000 of those currently low paid to follow a low-pay, no-pay trajectory 
over the next four years. 



5 
 

Finally, having large numbers of low-paid workers alternating between employment 
and worklessness places a significant burden on the state, which is liable for the out-
of-work benefits paid to the unemployed and economically inactive, as well as 
topping up low wages while individuals are in work, through the tax credit system. 
Significant fiscal savings could therefore be made if job security for those in low-paid 
positions was strengthened: 
 

 using IPPR’s tax–benefit model, we estimate that the large numbers of low-
paid individuals who transition out of work over a four-year period costs the 
state £1.7 billion each year; 

 if the transition rates of low-paid workers into worklessness were reduced to 
match that seen among the non-low-paid, the state could save £800 million 
per year; 

 half of this saving would be from extra income tax and National Insurance 
raised, with the other half brought about by a reduction in spending on out-of-
work and means tested benefits such as JSA, Income Support and housing 
and Council Tax benefit. 

The findings set out in this paper, alongside other recent studies on low pay and 
progression, illustrate the scale of the job insecurity faced by low-paid workers, and 
the pressing need for policy-makers to acknowledge the close relationship between 
worklessness and work at the bottom rungs of the labour market. Up to now, 
solutions have tended to treat these as two separate issues, treating back-to-work 
support schemes and the in-work benefits system as distinct policy areas. But more 
recently, initiatives such as Universal Credit offer the potential to better integrate 
individual’s interactions with the benefits system as they change labour market 
status, and we should be looking to extend this approach to other areas. 
 
Looking forward, several areas of policy offer potential for co-ordinated solutions to 
this problem, including extending access to skills and training to those who are in 
work and lack qualifications, limiting the burden of unplanned absence from work to 
employers through the targeted re-introduction of schemes such as statutory sick 
pay recovery, and providing support alongside incentives for low-paid workers to 
progress through in-work conditionality within Universal Credit. 
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Introduction 
 

Low pay in the UK 
 
Low pay is endemic in the UK labour market. More than one in five employees fell 
under the low pay threshold in 2013, earning less than two-thirds of median hourly 
earnings. While low pay has recently moved to the forefront of the public debate on 
employment and job quality, this belies the fact that low pay is a longstanding feature 
of the UK economy. The proportion of employees who are low paid has fluctuated, 
but has remained between 20 and 23 per cent since 1998 (Whittaker and Hurrell, 
2013). While the most recent data has shown a slight fall in the prevalence of low 
pay, other ‘needs based’ measures of low pay, such as the proportion earning less 
than the Living Wage  (Whittaker and Hurrell, 2013) or below the amount needed in 
order to afford the Minimum Income Standard (Padley and Hirsch, 2013), have risen 
sharply. 
 
The wide reach of low pay is clearly concerning for the individuals and families in 
question, but also poses a challenge for the state. Having so many individuals 
working at low hourly wages leads to depressed living standards for a large 
proportion of the population, and results in many families living in in-work poverty. In 
addition, the nature of the tax and benefit system means that many low-paid workers 
have their employment income topped up with means tested in-work benefits in 
order to reach a more acceptable standard of living. Combined with the fact that low 
earning workers pay fewer National Insurance contributions and less income tax, 
widespread low pay clearly acts as a drag on the public finances. 
 
Aside from its immediate financial impact, another concerning feature of low-paid 
work is its link to job insecurity. Due to a range of factors, low paid jobs are also 
likely to be characterised by insecure employment contracts and low hours 
(Whittaker and Hurrell, 2013). In addition, while individuals from all demographic 
groups are frequently found among the low paid, there tends to be greater 
concentration among those more at risk of transitions out of work, including people 
with work-limiting health conditions, and those living in regions and local areas with 
stagnating labour markets and fewer job opportunities (Whittaker and Hurrell, 2013; 
ONS, 2013) 2. 
 
The increased risk of job insecurity exacerbates the impact of low pay on individual 
and family living standards, with more frequent falls in income as the low-paid 
transition out of work. This is even before considering the impact of frequent 
transitions between jobs and worklessness on mental health and on maintaining 
healthy individual and family relationships. In addition, since low-paid workers have a 
much more limited ability to build up economic assets during periods of employment, 
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a move out of work sees their purchasing power and living standards fall even more 
sharply. 
 
Similarly, it also increases the cost of low pay to the state – not only do the public 
finances need to be mobilised to top up low earnings, they often have to pick up the 
bill when low-paid workers transition into unemployment or economic inactivity and 
claim out-of-work benefits. For both these reasons, it is important that policy-makers 
have a strategy that tackles the causes of low pay, as well as the characteristics of 
low-paid work that lead to job insecurity. 
 
Previous research on the labour market transition patterns of the low paid has 
followed two trajectories. Firstly, qualitative research, most prominently that carried 
out by a research team at Teesside University led by Tracey Shildrick, has looked at 
individuals’ experience of poverty both in and out of work, and the transitions 
between. This research has unpicked the varied and complex nature of low pay. In 
particular, in a series of papers researchers have identified the phenomenon of the 
low-pay, no-pay cycle, whereby those on low levels of earnings frequently transition 
out of work, and then back into employment but at a similarly low level of earnings. 
While their research has uncovered high levels of work motivation among this group 
of workers, they find equally widespread experiences of barriers to work and 
advancement, such as family care commitments, ill-health and a lack of training 
opportunities (Shildrick et al., 2010). 
 
Recently, several papers have attempted to quantify the extent of transitions out of 
low pay and into other labour market and earnings states using largescale surveys. 
Hurrell (2013) used administrative pay records to look at the proportion of low-paid 
workers who are able to move out of low pay over a ten-year period. He found that 
fewer than one in five of those who were low paid in 2002 had ‘escaped’ low pay by 
2012, compared with a quarter who remained on low pay, and almost a half who 
‘cycled’ out of and then back into low pay. Wilson et al (2013) and Keohane and 
Hupkau (2014) look at the labour market transitions over a year using the 
longitudinal labour force survey. Wilson et al focus on London, finding that 5 per cent 
of the non-student adult workforce in London either moved from unemployment into 
work paying less than the living wage, or moved from employment to unemployment, 
and are therefore ‘at risk of cycling’. Keohane and Hupkau look at those who are 
continuously employed and aged 25+, finding that a little under two-thirds of those 
employees on low pay are still low paid a year later, with the rest moving out of low 
pay. 
 
Like this second strand of research, this paper uses a largescale social survey to 
look at the labour market transitions of the low paid, but in this case is concerned 
also with ‘low-pay, no-pay’ cycling. It tries to answer the following research 
questions: 
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 What is the scale of transitions from low pay into worklessness? 

 What factors are associated with transitions from low pay into worklessness? 

 How prevalent is the ‘low-pay, no-pay’ cycle? 

 What is the cost to the state of transitions from low pay into worklessness? 

First we look at the transitions between employment and worklessness of workers 
over four years by whether they are low paid at the beginning of the period. We then 
look at whether those who are low paid experience recurrent low pay or periods of 
higher earnings. Finally, we turn to the fiscal implications of our findings. Throughout, 
we complement the headline analysis with detailed descriptive statistics and original 
modelling to uncover the individual, employment and family-level factors that 
influence labour market transitions and pay trajectories. 
 

Methodology 
 
This report uses the British Household Panel Survey (BHPS), a longitudinal survey 
that ran for 18 years from 1990 to 2008. The BHPS contains a wealth of labour 
market, demographic and earnings data which can be used to measure and monitor 
how the economic position of individuals and households changes over time. 
Each year, the BHPS interviewed participants (the majority of these interviews taking 
place between September and December), asking them about their current 
economic activity and earnings, as well as collecting data on their work history over 
the previous 12 months. For this research, we tracked each individual for five 
interviews, collecting pay and employment data at each interview, as well as 
employment data across each of the four years between interviews 3. 
 
In analysing this data, we use 14 cycles of four years’ worth of data (five interviews 
plus the four intervening years) to collect a large amount of information of a sufficient 
sample size for analysis. Although the data is somewhat older than ideal, with the 
BHPS ending in 2008, focusing on this period is worthwhile and of interest to policy-
makers and all those concerned with structural issues of low pay in the UK. Because 
the years from the ending of the early 1990s recession up to the financial crisis of 
2008 represent a relatively ‘normal’ period in the UK labour market, especially when 
compared with the years since 2008, they provide an indication of what the UK 
labour market could look like post-recovery. 
 
This improves upon earlier quantitative research in this area in several ways. First, 
the BHPS is preferable to using administrative pay records because it gives us a 
greater level of detail on the individual’s employment and demographic 
characteristics, such as qualification levels and work preferences. Secondly, it 
improves upon those studies using the longitudinal labour force survey by being able 
to look over a period longer than a single year. 
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Transitions from low pay into worklessness 
 
The fact that low pay is also characterised by employment insecurity is concerning 
for several reasons, most importantly the impact it has on individual and family living 
standards, and its effect on state welfare expenditure. This section presents new 
evidence on the scale of transitions from low pay into worklessness in order to 
determine the scale of this problem, and considers which groups of low-paid workers 
are most at risk of transitions out of work. 
 
We do this by looking at employment flows over four years of those who were in 
work at the beginning of the period, first by whether they were low paid, and then 
tracking how these patterns vary across a host of demographic and employment 
characteristics. We therefore divide all individuals who were employees at their first 
interview, and between the age of 25 and retirement age at each of the five 
interviews (64 for men, 59 for women) 4 into those who were employed continuously, 
and those who experienced one or more spells of unemployment or economic 
inactivity 5. 
 

What is the scale of transitions from low pay into worklessness? 
 
Looking first at the overall scale of transitions out of work, Table 1 shows that more 
than a third (38.4 per cent) of low-paid workers experienced a period out of work 
over the subsequent four years, with just under 62 per cent remaining in employment 
continuously. This is in stark contrast to those on higher levels of initial earnings, with 
only around one in five (20.9 per cent) of this group experiencing worklessness. 
 
Table 1:  Four-year employment transitions of those by whether low paid in 

year one 

 

Low 
paid 

Not 
low 
paid 

Continuously 
employed 61.6% 79.1% 

Experience one or 
more spells of 
worklessness 

38.4% 20.9% 

Source: Author’s calculations using British Household Panel Survey (ESDS, 2013) 
 
We can also look at how these proportions changed over the years of the BHPS. 
Figure 1 shows the proportion of low-paid workers in the above groups in each of the 
14 cycles (referred to by the last year of the cycle e.g. five years to 1998, 1999). 
This shows a fairly consistent pattern over the years covered, with the proportion of 
low-paid employees experiencing worklessness over a four-year period fluctuating 
between 30 and 40 per cent over the 17 years covered by the BHPS. It does, 
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however, appear that in the last years of the survey the proportion started to fall 
towards 30 per cent. This progress is highly likely to have been reversed by the job 
losses that started in late 2008 and continued throughout the recession, and indeed 
the figures for the four years to 2008 appear to show an upturn in the proportion of 
low-paid workers experiencing worklessness. 
 

Figure 1: Proportion of workers cycling over a four-year period, by final year of 

cycle 

 
Source: Author’s calculations using British Household Panel Survey (ESDS, 2013) 
 
One of the causes of high levels of worklessness could simply be frequent changes 
in jobs with small gaps between. On average, however, a low-paid individual who 
moves out of work spends more than a year out of work in total, with an average 
length of 67 weeks. For those who are not low paid this is lower, at an average of 52 
weeks. 
 
In addition, the low paid tend to experience more spells of worklessness than their 
higher paid counterparts (Table 2). 6 
 

Table 2: Number of spells of worklessness by low pay status at interview one 

(proportion of those with at least one spell out of work) 

Number of spells Low paid Not low paid 
1 36.2% 45.3% 
2 25.3% 25.6% 

3 or 4 33.0% 24.7% 
5+ 5.5% 4.4% 

Source: Author’s calculations using British Household Panel Survey (ESDS, 2013) 
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Therefore not only are the low paid more likely to experience a transition into 
worklessness, they are also more likely to have a greater number of workless spells 
and to spend longer out of work than other employees. 
 

What factors are associated with transitions from low pay into 
worklessness? 
 
While a large part of this gap in the scale of transitions into worklessness is likely to 
be due to the intrinsically higher level of employment insecurity associated with low-
paid work, there is also a strong possibility it is due to compositional factors, i.e. the 
demographic characteristics of the low paid are such that we would expect them to 
have a greater probability of transitioning out of work. Table 3 separates out 
employment transitions by a range of demographic and employment characteristics. 
Generally speaking, those factors that are associated with a greater likelihood of 
being in employment and to be in higher-quality employment, such as degree-level 
qualifications, working in a highly skilled occupation, and not having a work-limiting 
health condition, are those we would also expect to be linked to a decreased risk of 
leaving employment. In all cases, however, being low paid greatly increases the risk 
of experiencing worklessness, suggesting that there may be something inherent 
about low pay which is linked to transitions out of employment. 
 
Digging a little deeper, some factors appear to be more strongly linked to 
employment transitions than others. The most striking result is among low-paid 
temporary employees, 72 per cent of whom experience worklessness versus 35 per 
cent of those on a permanent contract. This is perhaps to be expected, given that the 
ending of the employment relationship is inherent to temporary contracts, but is 
nonetheless very high. Those with a health condition that limits their work activity are 
similarly much less likely to remain in work, with only 45 per cent continuously 
employed versus 64 per cent among those without a work-limiting health condition. 
Firm size, on the other hand, appears to have less of an impact, as does the 
presence of dependent children or working part-time. 
 
It is also worth highlighting the patterns by age group. Those aged 16–24 in 
particular have a very high level of transitions out of work. Labour market entrants 
tend to be characterised by high rates of temporary work as they build skills and wait 
for a permanent opportunity 7. In addition, this is likely to be related to the education 
and training activity of young people, with many withdrawing from the labour market 
in order to pursue learning opportunities before a return to work. The low paid among 
this age group has the highest probability of transitioning out of work of any of the 
groups included in Table 3, other than temporary employees, with more than 60 per 
cent experiencing at least one spell of worklessness. Those aged 25–34 also show a 
high risk of leaving employment relative to older age groups, although not as high as 
16–24-year-olds. Those who are in the oldest age bracket (55–64 for men, 55–59 for 
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women) show an increased likelihood of moving from continuous employment to 
worklessness, which may be driven by early retirement among this age group (a 
similar pattern holds for the not low paid in this age range). 
 
A fuller breakdown of transition patterns by occupation, region, industry and highest 
qualification is given in Appendix 1. The industrial data shows that transitions out of 
work for the low paid are most prevalent in manufacturing, utilities, transport and 
communication and business services. Perhaps surprisingly, employment transitions 
are more widespread in London and the East of England than Northern regions, 
although Wales and the West Midlands have the highest rates of movement from 
employment to worklessness. Similarly, those with A levels show a higher rate of 
transition than those with only lower level qualifications such as GCSEs. This is 
perhaps related to the age profile of qualifications, with younger age groups more 
likely to attain A levels than older cohorts, but also more likely to transition out of 
work. Again, the patterns by occupation appear counter-intuitive, with those in low-
skilled sales and customer occupations less likely to transition than those in 
associate professional roles. It should be noted, however, that low pay in general is 
much more widespread in low-skilled sales roles, so they nonetheless account for a 
larger proportion of low-paid workers leaving employment. When we separate out 
the competing influences of these variables (see next section), we find that 
qualifications and occupations have little impact on transition probabilities, although 
the effect of being in manufacturing employment is still significant relative to 
construction and public service, while it is less significant relative to retail and 
hospitality, transport and communications and business services. 
 
We also looked at whether living in a low-income household (defined as those 
households with a total net income before housing costs of less than two-thirds of 
the median) is associated with a higher probability of leaving employment. We found 
some support for this, with around 46 per cent of those low paid who live in low-
income households transitioning, versus 39 per cent of those who live in higher 
income households. Those employees who live in low-income households are 
unsurprisingly also more likely to be low paid – with 58.6 per cent earning less than 
two-thirds the median wage, versus 13 per cent of those in higher income 
households. 
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Table 4: Four-year employment transitions among the low paid by 

demographic/employment characteristics 8 

 

Continuously 
employed 

Experience one or 
more spell of 
worklessness 

Proportion who 
are low paid 

Overall 61.6% 38.4% 15.6% 
Occupation    
Low skilled 64.9% 35.1% 46.7% 
Medium skilled 60.2% 39.8% 17.2% 
High skilled 62.7% 37.3% 3.2% 

Highest qualification   
Less than higher education 61.9% 38.1% 21.9% 
Higher education 60.8% 39.2% 8.2% 
Hours    
Full time 61.9% 38.1% 8.8% 
Part time 61.3% 38.7% 40.9% 
Contract    
Temporary 28.4% 71.6% 28.6% 
Permanent 64.7% 35.3% 15.0% 
Firm size    
Micro/small 59.5% 40.5% 28.2% 
Medium/large 64.7% 35.3% 9.6% 

Relationship status   
Couple 62.2% 37.8% 15.4% 
Single 59.0% 41.0% 16.6% 
Family status    
Dependent children 61.2% 38.8% 17.9% 
No dependent children 61.8% 38.2% 13.4% 
Gender    
Female 62.7% 37.3% 25.3% 
Male 56.4% 43.6% 5.3% 
Age    
16–24 37.7% 62.3% 49.5% 
25–34 53.0% 47.0% 15.2% 
35–44 67.7% 32.3% 15.2% 
45–54 64.5% 35.5% 17.1% 
55–64 59.4% 40.6% 12.3% 
Health status    
Work-limiting health 
condition 

44.9% 55.1% 22.5% 

No work-limiting health 
condition 

63.5% 36.5% 15.1% 

Household income    
Low income 56.0% 44.0% 57.3% 
Not low income 61.8% 38.2% 12.6% 
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Source: Author’s calculations using British Household Panel Survey (ESDS, 2013) 
In order to gain a fuller understanding of the impact of low pay itself on employment 
transitions, we also carried out original probability modelling of the likelihood of an 
individual transitioning from employment into worklessness. The full findings of this 
exercise are shown in Appendix 2. We carried out two sets of modelling. The first 
takes all employees and calculates the probability of transitioning out of employment 
associated with different characteristics, including being low paid. This allowed us to 
isolate the specific association between low pay and falling out of employment. The 
second looks at the low paid in isolation, telling us which characteristics make a low-
paid employee more likely to transition out of employment. A few points are worth 
mentioning: 
 

 After accounting for a wide range of individual, family-level and employment 
characteristics, being low paid is associated with a 10 per cent increase in the 
probability of transitioning into worklessness. 

 The second set of modelling reveals that low-paid temporary employees are 
around 30 per cent more likely to transition out of work than other low-paid 
employees, and those with a work-limiting disability are 16 per cent more 
likely to leave employment. 

 On a similar scale, low-paid workers aged 25–34 are more likely to transition 
out of employment than 35–54-year-olds, who are 13 per cent less likely to 
transition. The transition probability of older workers (those aged between 55 
and the state pension age) is not significantly different from that of younger 
workers. 

 Those low-paid workers who live in a low-income household are 8 per cent 
more likely to leave employment than low-paid workers in higher income 
households, suggesting that there may be significant family-related effects. 
Having dependent children decreases the probability of transitioning by 5 per 
cent.  

 Although female employees are much more likely to be low paid than their 
male counterparts, among those who are low paid there is no difference in 
transition probabilities.  

 Low-paid workers in manufacturing are more likely to transition than those in 
other sectors. Working in a small firm is associated with a 5 per cent increase 
in transition rates. 

 There is a smaller and less statistically significant effect for working part time, 
occupational skill level and having few qualifications. 
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Conclusion 
 

The findings set out in this section confirm that low pay is closely linked with 
employment insecurity, as measured by transitions from employment into 
worklessness. This was true for most of the 1990s and 2000s, even during relatively 
good years in the UK labour market, with the low paid considerably more likely to 
move into unemployment and economic inactivity than those on higher levels of 
earnings. 
 
Transitions from low pay into worklessness are widespread across all demographic 
groups, although some characteristics are more closely associated with transitions 
than others. Being employed on a temporary contract, having a work-limiting 
disability or health condition, being a younger worker and, to a lesser extent, living in 
a low-income household and working for a small firm, are all associated with a much 
higher likelihood of leaving employment, after accounting for low pay status. 
We estimate that, after accounting for a wide range of individual, family-level and 
employment characteristics, being low paid is associated with an increased 
probability of experiencing worklessness of around 10 per cent. 
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How prevalent is the low-pay, no-pay cycle? 9 
 
Aside from employment insecurity, another concerning characteristic of low pay is 
the fact that large numbers of low-paid workers are ‘stuck’, experiencing little 
increase in earnings over substantial periods of time. Hurrell (2013), for example, 
found that almost three-quarters of those who were low paid in 2002 had not 
managed to attain higher earnings by 2012, a fall from earlier decades but 
nonetheless concerning. 
 
Also of concern is the link between employment insecurity and lack of pay 
progression for low-paid workers. As noted in the introduction, previous research has 
identified the presence of a low-pay, no-pay cycle in the labour market, whereby 
many low-paid employees cycle between periods of low wages and periods out of 
work, with little progression towards either secure or higher paid work. In this section 
we explore in more detail the pay transitions of those who are low paid, as well as 
providing more information on their employment trajectories. 
 
We first divide all individuals who were employees at their first interview, and of 
working age at each of the five interviews (25–64 for men, 25–59 for women) into 
three labour market transition groups: 
 

 the continuously employed: those who are in employment throughout the 
period with no spells out of work; 

 employment leavers: those who are continuously employed, but then move 
into unemployment or inactivity for the remainder of the period. This will 
include those who move into long-term unemployment, but also those who 
move into long-term sickness or economic inactivity for another reason, such 
as retirement; 

 employment cyclers: those who move out of employment before returning to 
work once or more. 

Of those in our sample who were low paid at the beginning of each cycle, 62.8 per 
cent remained continuously employed, and 37.1 per cent experienced a transition 
out of work. Of these, 14.5 per cent stayed out of work for the remainder of the 
period, whereas 22.6 per cent cycled back into work. 
 
We then divide low-paid workers again into two groups; those who remained on low 
pay in all periods where they were in work, and those who experienced a mixture of 
low and higher pay. Table 5 shows the proportions falling into each group. It shows 
that the low paid are fairly equally split between those who remain consistently on 
low pay (50.8 per cent), and those who experience one or more periods of higher 
pay (49.2 per cent). 
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Of the 22.6 per cent of low-paid workers who cycle in and out of employment, around 
9.5 per cent do attain higher pay in some periods, but 13.1 per cent remain ‘stuck’ on 
low pay. This 13.1 per cent provides a rough figure for the scale of the low-pay, no-
pay cycle. Given that there are around 3.2 million low-paid workers aged 25–64 in 
the UK (Whittaker and Hurrell 2013), if these transition patterns set out below were 
to hold over the next four years, we would expect almost 400,000 low-paid workers 
to be both stuck on low pay and experience spells of worklessness over the period 
10. 
Were we to take a longer time period over which to study the employment transitions 
of low-paid employees, we would probably find that many of those who leave 
employment and do not return within a four-year period do eventually re-enter 
employment at a later date. Since many of this group are likely to return to low-paid 
employment as well, our figure may underestimate the scale of the low-pay, no-pay 
cycle. It should therefore be taken as a conservative estimate that looks at 
employment transitions over a specific time horizon, rather than one that covers the 
entire life course. 
 

Table 5: Four-year employment and pay transition patterns of the low paid 

 

Low paid in each 
period 

Combination of low and 
high pay periods 

Row total 

Continuously 
employed 

35.0% 27.8% 62.8% 

Employment 
leavers 

2.6% 11.9% 14.5% 

Employment 
cyclers 

13.1% 9.5% 22.6% 

Column total 50.8% 49.2%  
Source: Author’s calculations using British Household Panel Survey (ESDS, 2013) 
 
Focusing just on those who experience a low-pay, no-pay cycle over the four-year 
period, we can also look at how their incidence varies across different labour market 
groups. Table 6 illustrates how the proportion of low-paid employees cycling varies, 
alongside the proportion who are cycling while also stuck in low pay. 
It shows that, similar to the descriptive evidence set out in the preceding section, 
those on temporary contracts and those with a work-limiting health condition are 
more likely to be stuck in a low-pay, no-pay cycle; over a third of low-paid temporary 
employees, and 16 per cent of those with health conditions are in this situation. 
It shows that male low-paid employees and those aged between 16 and 34 are also 
significantly more likely to be in a low-pay, no-pay cycle than female low-paid 
employees. Again, medium and highly skilled employees, and those with higher 
education qualifications show a higher likelihood of cycling between low pay and 
worklessness, but it should be noted that relatively few workers in those categories 
are low paid. Looked at by household income, we see that those in a low-income 
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household are more likely to transition out of employment and back again, with 28.7 
per cent cycling versus 23.9 per cent of those who do not live in a low-income 
household. But a similar proportion remain on low pay throughout; 13.5 per cent of 
those in low-income households and 12.9 per cent of those in higher income 
households. 
 

Table 6: Four-year employment transitions by low pay status and 

demographic/employment characteristics 11 

 

Proportion of low paid 
cycling between 
employment and 
worklessness 

Of which: Proportion of low 
paid cycling and remaining 
on low pay 

Overall 24.3% 13.1% 

Occupation   

Low-skilled 21.5% 10.5% 

Medium-skilled 25.3% 14.2% 

High-skilled 24.1% 16.4% 

Highest qualification  

Less than higher education 23.0% 11.9% 

Higher education 28.1% 16.8% 

Hours   

Full-time 25.5% 15.3% 

Part-time 23.4% 11.3% 

Contract   

Temporary 52.9% 34.1% 

Permanent 21.6% 11.2% 

Firm size   

Micro/small 25.3% 12.2% 

Medium/large 22.9% 14.2% 

Relationship status   

Couple 24.1% 12.1% 

Single 25.5% 16.6% 

Family status   

Dependent children 26.9% 14.2% 

No dependent children 21.5% 11.8% 

Gender   

Female 23.1% 11.7% 

Male 30.1% 20.2% 

Age   
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16–24 51.4% 35.9% 

25–34 34.6% 19.3% 

35–44 22.1% 12.5% 

45–54 17.4% 8.4% 

55–64 15.4% 6.7% 

Health status   
Work-limiting health 
condition 

29.8% 15.8% 

No work-limiting health 
condition 

23.7% 12.8% 

Household income   
Low income 28.7% 13.5% 

Not low income 23.9% 12.9% 
Source: Author’s calculations using British Household Panel Survey (ESDS, 2013) 
 

Conclusion 
 
This section has illustrated the scale of the low-pay, no-pay cycle in the UK, with 
13.1 per cent of low-paid workers following such an employment and pay trajectory 
over a four-year period, out of a total of 24.3 per cent of low-paid workers who cycle 
from employment to worklessness and back into jobs. 
 
Similar to our findings on the overall scale of transitions from low-paid work into 
worklessness, the risk of low-pay, no-pay cycling is most severe for those on 
temporary contracts and those with work-limiting health conditions, as well as those 
towards the start of their working lives and male low-wage employees. These 
findings suggest that more than 400,000 workers in the UK could be expected to 
follow a low-pay, no-pay cycle over the next four years.  
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The fiscal impact of cycling between low-paid 
employment and worklessness 
 
A key question surrounding any discussion of low pay is its link to the tax and benefit 
system. Since the 1990s, policy-makers have sought to ameliorate the worst impacts 
of low pay by topping up family earnings from employment using an ever evolving 
system of tax credits. This means that the widespread nature of low pay has an 
impact not just on the individuals and households concerned, but also on the level of 
welfare spending by the state. Increases in the earnings of workers therefore offer 
the potential to ease pressure on the public finances. 
 
Previous IPPR research has looked at this issue, finding that the withdrawal of in-
work benefits, combined with the increase in income tax and National Insurance 
revenue associated with higher earnings, leads to significant fiscal savings. Lawton 
and Pennycook (2013), for example, analysed the effect on fiscal spending of 
increasing the earnings of low-paid workers up to the Living Wage. They found that 
the Treasury would make gross savings of £3.6 billion, with two-thirds of the figure 
derived from higher income tax and National Insurance receipts, and the remaining 
third from savings on means tested benefits and tax credits 12.  
 
More broadly, the link between earnings and receipts appears to be stronger than 
between work status and welfare spending, because those transitioning into work 
tend to do so at lower levels of hours and wages, and are therefore eligible for in-
work benefits. For example, Cooke (2013) found that a real terms rise of 2 per cent 
in earnings, a similar rate of earnings growth to that observed between 2001 and 
2006, would result in tax credit and welfare spending falling by £1.1 billion, and 
income tax and National Insurance receipts rising by as much as £12.5 billion 13. 
This compares with reductions in welfare spending and increases in tax revenues of 
£2.4 billion and £3.1 billion respectively for a 1.5 percentage point increase in the 
working-age employment rate. 
 
But the fact that low pay is so strongly linked with employment insecurity intensifies 
the link between low earnings and welfare spending. As the evidence set out in the 
preceding sections makes clear, low-paid workers are more likely to experience 
spells of worklessness than their higher paid peers. This implies that they are also 
more likely to claim out-of-work benefits such as Income Support, Jobseeker’s 
Allowance and Employment Support Allowance (formerly Incapacity Benefit). 
This section sets out some initial evidence on the scale of welfare spending directed 
at low-paid workers who have transitioned into worklessness. Using the IPPR tax–
benefit model, which simulates the tax and benefit system in its entirety, we can 
calculate how much lower welfare spending would be in a world where fewer low-
paid workers fall out of employment 14. 
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Given that there are currently around 3.2 million workers aged 25–64 who are low 
paid (Whittaker and Hurrell, 2013), our estimates suggest that around 1.2 million will 
experience a period of worklessness over the coming four years, assuming labour 
market transition patterns return to that seen before the recession. We also estimate 
that these individuals spend an average of 67 weeks out of work over the four-year 
period, implying that, if they all remained in work instead, there would be around 
400,000 more individuals in work in a given year. 
 
We have assessed the impact on the public finances if 400,000 more individuals 
were in work and low paid, using a combination of original modelling to predict the 
likelihood of out-of-work individuals transitioning into employment, and simulating the 
tax–benefit system using IPPR’s tax–benefit model. 
 
We calculated how much transitions from low pay into worklessness cost the public 
finances, with our estimates set out below in Table 7. If transitions out of low pay into 
worklessness could  be prevented entirely, then spending on benefits would be 
reduced by £1.2 billion, and tax and National Insurance receipts would increase by 
£700 million. If only 10 per cent of low-paid workers transitioned out of employment, 
implying 350,000 extra workers in a given year, these figures would fall to £1.1 billion 
and £600 million respectively, and if only 20 per cent transitioned out of employment 
they would fall to £800 million and £500 million.  
 
A more realistic proposition would be a reduction in the proportion of those low-paid 
employees who flow into worklessness to the same level seen among those who are 
not low paid, which implies around 210,000 more individuals in work in a given year. 
This would increase income tax and National Insurance receipts by £400 million, and 
reduce benefit spending by around £500 million. Using these figures as a guide, it is 
clear that even a small reduction in the proportion of low-paid individuals falling out 
of work could have a significant positive impact on the public finances. 
 
Looking at how the reduction in benefit spending is reached in this final example, we 
see that it is primarily brought about by a reduction in benefits spending that is 
greater than the increase spend on tax credits. There is a fall of £400 million in 
spending on means tested benefits, which includes housing benefit, Council Tax 
Benefit, Income Support and non-contributory Jobseeker’s Allowance (JSA), and a 
fall of £100 million in non-means tested benefits, primarily contributory JSA. This is 
offset slightly by a £100 million rise in spending on tax credits, which includes a small 
fall in Child Tax Credit spend, and a rise in spending on Working Tax Credit. This is 
to be expected, since many low-paid workers are also eligible for in-work support via 
the tax credit system, but lose eligibility for the main out-of-work benefits such as 
Income Support and JSA. 
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Table 7: Fiscal impact of reductions in off-flow from employment of low-paid 

employees (£m) 

 

Eliminate 
flow off 
work 

10 per 
cent flow 
off work 

20 per 
cent flow 
off work 

Match flow off 
work of non- 
low paid 

Income tax plus National 
Insurance (revenue) 700 600 500 400 
Means tested benefits 
(reduction in spending) -900 -800 -600 -400 
Non means tested 
benefits (reduction in 
spending) -300 -300 -200 -100 
Tax credits (increase in 
spending) 200 200 100 100 
Total saving 1,700 1,500 1,200 800 

Source: IPPR tax-benefit model using British Household Panel Survey (ESDS, 2013)  
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Conclusion and policy implications 
 
The findings set out in this paper have shown the scale of the challenge faced by 
low-paid workers, both in terms of the substantial levels of job insecurity that 
characterise work on low pay, and the chronic lack of earnings progression among 
low-paid workers. 
 
With over a third of low-paid workers experiencing a spell of worklessness, and 
around half stuck on low pay every time they are employed over a four-year period, 
there is clearly a case for policy-makers to do more. This should not only be to 
support those who lose their jobs speedily back into employment, but also to 
intervene earlier with provision for those in insecure and low-paid employment to 
maintain their labour market attachment and to progress to higher earnings. 
 
Recent government action to crack down on the most severe instances of job 
insecurity, such as an ending of exclusivity clauses within zero hours contract, will 
hopefully have some impact, but several other areas of policy could also be brought 
to bear on the issue of low pay.  
 
Skills funding: currently longstanding cuts to the adult skills budget have meant 
only those with the fewest qualifications and those out of work are eligible for funding 
for skills training, with those aged over 24 only eligible for a 100 per cent subsidy if 
they are unemployed, on benefits, and gaining a first full Level 2 qualification. Those 
who are in work can only get a 50 per cent subsidy for a first full Level 2, and have to 
take a loan for Level 3 or 4 qualifications (Springford and Mulheirn, 2012). More 
could therefore be done to offer those who are currently in work the opportunity to 
gain skills and increase their labour market advantage. It should be noted that this 
would require either extra public investment or reprioritising existing spending.  
 
In-work conditionality within Universal Credit: with the national roll-out of 
Universal Credit (UC), the government has indicated that it will implement a system 
of conditionality for those in work and claiming UC, but on low hours. While there is 
still a great deal of uncertainty as to how this system will be implemented, it does 
offer the potential for greater support to be offered to those in low-paid employment. 
Provision may also have to be made to those working full-time for a low wage. 
 
Maintaining employees attachment to the labour market: previous IPPR 
research has identified the substantial risks faced by employers, especially smaller 
businesses, in hiring and keeping on staff who are further from the labour market, 
especially those with work-limiting health conditions and disabilities. Thompson 
(2014) highlighted the recent ending of the sick pay recovery scheme, whereby firms 
could claim back a portion of the sickness costs associated with employee absence, 
and proposed re-introducing the scheme and increasing the proportion of costs 
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recoverable, but targeted specifically at those who previously claimed Employment 
Support Allowance, the main out-of-work sickness benefit. This would reduce the risk 
of hiring this group, help to maintain their attachment to work should they fall ill when 
employed, and hopefully reduce the level of cycling between employment and 
worklessness for the sick and disabled. 
 
While this paper does not propose any specific policy recommendations in order to 
tackle the employment insecurity of low-paid work, it is hoped the findings presented 
can contribute to the public debate on low pay, working poverty, and employment 
insecurity. 
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Notes 
 

1 Throughout this paper, we follow the standard definition of the low paid as 
those whose hourly earnings are less than two thirds of the median hourly 
wage. 

2 Evidence from the UK Labour Force Survey for Q2 2013 suggests that 29 per 
cent of those with a self-reported work-limiting health condition are low paid, 
versus 22 per cent among those with no such condition. 

3 We exclude those who are self-employed at interview one. This is because 
earnings and income data for the self-employed are more complex than 
employees. For instance, many self-employed individuals will pay themselves 
a low wage, instead taking a share of company profits, making it difficult to 
determine the living standards of self-employed workers. They also find it 
more difficult to report their incomes for the purposes of a survey, leading to 
problems with accuracy, and their income is more variable over time. We do 
not exclude those who move from being a low paid employee to being self-
employed from the analysis of employment flows, but do treat them separately 
when looking at earnings, for the same reason. 

4 In this paper we exclude young workers aged 16-24 (except where noted). 
This is because the transition patterns of this age group are more complex 
than at other ages, since the majority will spend at least some time in 
education or training. 

5  We follow the International Labour Organisation (ILO) convention on labour 
market activity, defining the unemployed as those who are out of work but 
actively looking for a job, and the economically inactive as those who are out 
of work and not actively seeking employment. This is different from other 
commonly used measures of worklessness, such as the ‘claimant count’, 
which records the numbers of those claiming unemployment benefits. 

6 We carried out a chi-squared test to assess the statistical significance of the 
differences in the number of worklessness spells between the low paid and 
not low paid. This was significant at less than the 1 per cent level, suggesting 
that the differences between the two groups are not random, and the low paid 
do tend to have more spells out of work than those who are on higher hourly 
pay. 

7 A recent study by the European Commission found that almost 15 per cent of 
employed 15-24 year-olds in the UK were contracted on a temporary basis in 
2012, versus fewer than 5 per cent among 25-64 year-olds (EC 2014). 

8 16-24 year-olds are excluded from all groups except the 16-24 age group. 
Questions regarding health status were not asked in waves 7 and 14, 
meaning cycles that begin in those waves are excluded for those categories. 
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9 This section excludes workers who transition into self-employment. 

10 This figure accounts for the 6.3 per cent of low paid workers who move into 
self-employment. 

11 16-24 year-olds are excluded from all groups except the 16-24 age group. 
Questions regarding health status were not asked in waves 7 and 14, 
meaning cycles that begin in those waves are excluded for those categories. 

12 Figures refer to Q1 2013. The authors do note, however, that parts of the 
public sector would have to increase the pay of a portion of their employees 
and sub-contracted workers, reducing the saving to a net figure of 
approximately £2.2 billion. 

13 Relative to a fall in real earnings of 1.5 per cent, as was experienced in 
2012/13 and predicted by the OBR to occur in 2013/14. 

14 We have been unable to cost a similar reduction in the extent of cycling 
between low pay, worklessness and back into low pay because of sample 
size issues within the Family Resources Survey, the dataset that underlies the 
IPPR tax-benefit model 
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Appendix 1: Detailed descriptive evidence 
 

Table A1.1: Employment trajectories of low-paid workers by occupational 

group 

 

Low paid Proportion 
who are 
low paid 

 

Continuously 
employed 

Employment 
leavers 

Employment 
cyclers 

Managers and senior officials 65.0% 14.2% 20.8% 3.8% 
Professional occupations 69.8% 14.8% 15.4% 1.6% 
Associate professional and 
Technical occupations 

60.3% 15.1% 24.5% 3.6% 

Administrative and secretarial 
occupations 

63.3% 13.7% 23.0% 10.9% 

Skilled trades occupations 61.4% 14.9% 23.7% 8.5% 
Personal service occupations 60.7% 15.6% 23.7% 35.0% 
Sales and customer service 
occupations 

67.9% 13.2% 18.9% 47.5% 

Process, plant and machine 
operatives 

55.5% 14.5% 30.0% 14.0% 

Elementary occupations 63.1% 15.0% 21.9% 46.6% 
Source: IPPR tax–benefit model using British Household Panel Survey (ESDS,2013) 
 
Table A1.2: Employment trajectories of low-paid workers by qualification 

 

Low paid Proportion 
who are 
low paid 

 

Continuously 
employed 

Employment 
leavers 

Employment 
cyclers 

Higher education 62.3% 12.0% 25.7% 8.1% 
A levels or equivalent 58.9% 14.3% 26.8% 12.1% 
GCSEs or equivalent incl. 
apprenticeship 

64.5% 13.4% 22.1% 19.3% 

Other or no qualifications 62.6% 17.9% 19.6% 34.1% 
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Table A1.3: Employment trajectories of low-paid workers by industry of 

employment 

 

Low paid Proportion 
who are 
low paid 

 

Continuously 
employed 

Employment 
leavers 

Employment 
cyclers 

Agriculture, forestry and fishing 69.1% 9.1% 21.8% 25.1% 
Energy and utilities 56.5% 15.3% 28.3% 2.6% 
Manufacturing 58.5% 17.2% 24.3% 9.8% 
Construction 72.3% 6.1% 21.6% 14.1% 
Retail, wholesale, hotels and catering 62.2% 14.9% 23.0% 38.8% 
Transport and communication 57.4% 12.4% 30.2% 9.8% 
Banking, finance, insurance, business 
services and leasing 

59.5% 11.5% 29.0% 6.8% 

Other services 65.2% 14.3% 20.4% 14.6% 
Source: IPPR tax-benefit model using British Household Panel Survey (ESDS, 2013) 
 
Note: The industrial coding used in the BHPS changed in wave 12. This table uses 
the coding frame used in earlier waves, based on the 1980 standard industrial 
classification, and therefore only includes the first 11 cycles of data out of a total of 
14. 
 
Table A1.4: Employment trajectories of low-paid workers by region 

 

Low paid Proportion 
who are 
low paid 

 

Continuously 
employed 

Employment 
leavers 

Employment  
cyclers 

North East 64.9% 13.4% 21.8% 16.8% 
North West 67.2% 15.2% 17.6% 15.1% 
Yorkshire and 
Humber 62.8% 14.4% 22.8% 19.8% 
East Midlands 60.9% 18.6% 20.5% 20.3% 
West Midlands 57.2% 16.8% 26.0% 17.5% 
East of England 58.9% 10.8% 30.3% 13.7% 
London 62.2% 14.3% 23.5% 6.0% 
South East 60.8% 14.3% 24.9% 13.8% 
South West 69.2% 12.0% 18.9% 19.1% 
Wales 53.2% 18.6% 28.2% 19.0% 
Scotland 71.5% 10.8% 17.7% 15.5% 

Source: IPPR tax-benefit model using British Household Panel Survey (ESDS, 2013)  
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Appendix 2: Detailed modelling evidence 
 
Note: Health-related questions were not asked in waves 9 and 14. The coding frame 
for sector of employment changed in wave 12. Therefore this modelling exercise 
excludes those cycles whose first year fell in either wave 7 or wave 12 onwards. This 
reduces the total number of cycles used from 14 to 10. 
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Table A2.1: Impact on probability of transitioning out of work during four-year cycle of characteristics at interview one (all 
employees) 

  Model I 
 

II 
 

III 
 

IV 
 

V 
 Low paid (relative to not low paid) 16.2% *** 13.3% *** 13.0% *** 9.9% *** 9.50% *** 

Individual characteristics 
          Low qualifications (relative to medium or high qualifications) 1.3% *** 1.0% ** 0.9% 

 
-0.30% 

 Work-limiting disability or health condition (relative to no 
such condition) 14.0% *** 12.8% *** 12.4% *** 12.90% *** 
Female (relative to male) 

  
6.0% *** 6.6% *** 4.5% *** 6.30% *** 

35–44 (relative to 25–34) 
  

-5.9% *** -5.7% *** -6.2% *** -6.00% *** 
45–54 (relative to 25–34) 

  
-1.9% *** -1.0% 

 
-1.4% ** -0.80% 

 55–59/64 (relative to 25–34) 
  

18.5% *** 19.0% *** 17.7% *** 18.50% *** 
Family-level factors 

          Couple (relative to single) 
    

1.1% 
 

1.1% 
 

0.70% 
 Dependent children (relative to no dependent children) 

  
-0.9% 

 
-2.1% *** -1.96% *** 

Lives in a low-income household (relative to higher income household) 
 

7.8% *** 6.8% *** 7.00% *** 
Employment characteristics 

          Low-skill occupation (relative to high skilled) 
     

1.6% 
 

0.00% 
 Mid-skill occupation (relative to high skilled) 

     
1.2% * 0.60% 

 Employed in a small firm (relative to medium or large) 
    

1.9% *** 1.80% ** 
Temporary employee (relative to permanent) 

     
25.3% *** 26.70% *** 

Part-time (relative to full-time) 
      

3.7% *** 4.40% *** 
Sector of employment (relative to 
manufacturing) 

         Construction 
        

-4.00% ** 
Retail, wholesale, hotels and catering 

        
-1.20% 

 Transport and communication 
        

-1.20% 
 Business services 

        
-1.60% 

 Other private and public services 
        

-7.60% *** 
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Source: IPPR tax-benefit model using British Household Panel Survey (ESDS, 2013) 
 
Table A2.2 Impact on probability of transitioning out of work (among low-paid employees) 

 

Table A2.1 Impact on probability of transitioning out of work during 
four-year cycle of characteristics at interview one (all employees) 

Model I 
 

II 
 

III 
 

IV 
 Individual characteristics 

        Low qualifications (relative to medium or high qualifications) -2.1% 
 

-3.7% ** -0.8% 
 

1.6% 
 Work-limiting disability or health condition (relative to no 

such condition) 16.9% *** 15.5% *** 15.7% *** 16.0% *** 
Female (relative to male) -0.1% 

 
0.1% 

 
-0.5% 

 
0.0% 

 35–44 (relative to 25–34) 12.1% *** -11.9% *** -13.2% *** -12.8% *** 
45–54 (relative to 25–34) -10.7% *** -10.8% *** -13.0% *** -12.6% *** 
55–59/64 (relative to 25–34) -7.0% ** -4.8% 

 
-6.8% 

 
-6.9% 

 Family-level factors 
        Couple (relative to single) 
  

0.2% 
 

0.4% 
 

0.2% 
 Dependent children (relative to no dependent children) -2.1% 

 
-5.0% ** -4.7% ** 

Lives in a low-income household (relative to higher income household) 8.0% *** 7.7% *** 7.7% *** 
Employment characteristics 

        Low-skill occupation (relative to high skilled) 
   

-0.7% 
 

-2.4% 
 Mid-skill occupation (relative to high skilled) 

   
0.0% 

 
0.0% 

 Employed in a small firm (relative to medium or large) 
  

4.8% *** 5.0% *** 
Temporary employee (relative to permanent) 

   
30.0% *** 31.0% *** 

Part-time (relative to full-time) 
    

1.8% 
 

3.0% 
 Sector of employment (relative to manufacturing) 

       Construction 
      

-16.7% *** 
Retail, wholesale, hotels and catering 

      
-5.2% * 

Transport and communication 
      

-11.0% * 
Business services 

      
-9.7% ** 

Other private and public services 
      

-10.7% *** 
Source: IPPR tax-benefit model using British Household Panel Survey (ESDS 2013) 
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Note: modelled using probit (dprobit) modelling techniques. Reported values show the percentage change in the probability of 
transitioning out of work associated with each categorical variable, relative to each base category e.g. being female is associated 
with a 5.1 per cent increase in the probability of transitioning out of work, relative to the male category, in model 5. Significance 
values: * - significant at the 10 per cent level ** - significant at the 5 per cent level *** - significant at the 1 per cent level. 
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Appendix 3: Sensitivity testing 
 
The analysis of low pay presented in this paper is sensitive to the value of the low 
pay threshold in each year of data used. As a method of checking how sensitive the 
results are, we have carried out further analysis of the extent of low-pay, no-pay 
cycling using low pay thresholds ten per cent higher and ten per cent lower than 
those based on the raw data. 
 
The results of this are shown in Table A3.1, which details the proportion of those 
who are ‘low paid’ in the first year of each cycle and go on to follow a cycling pattern 
between employment and worklessness, using the different low pay thresholds as 
set out above. It shows that the proportion of low-paid employees who cycle is 
relatively unchanged under each different threshold, from 22.6 per cent using the 
standard two-thirds of median hourly pay threshold to 21.1 per cent where the 
threshold is 10 per cent lower, and to 23.8 per cent where it is 10 per cent higher. 
The proportion who cycle and are also consistently on low pay changes slightly 
more, from 13.1 per cent in our original data to 10.5 using the 10 per cent lower 
threshold and 16.6 per cent where it is 10 per cent higher. This suggests there may 
be a large cluster of individuals who earn slightly above the low pay threshold. This 
is also apparent when looking at the overall figures for those stuck on low pay – this 
increases from 50 to 60 per cent when using a low pay threshold 10 per cent higher 
than two-thirds of median. 
 
Taken together, this suggests that our findings on employment trajectories are 
relatively unchanged when the low pay threshold varies, but our findings on low pay 
cycling are more sensitive to different measures of low pay. If anything, we may be 
slightly conservative in our estimate of the scale of the low-pay, no-pay cycle. This 
should be considered when reading the results set out in the main body of this 
report.  
 

Table A3.1 Low pay and employment transitions over four years at different 

low pay thresholds 

 

i. Two-thirds of median hourly pay 

 

Low paid in 
each period 

Combination of low and 
high pay periods 

Row total 

Continuously 
employed 

35.0% 27.8% 62.8% 

Employment 
leavers 

2.6% 11.9% 14.5% 

Employment 
cyclers 

13.1% 9.5% 22.6% 

Column total 50.8% 49.2% 
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ii. 90 per cent of low pay threshold 

 Low paid in 
each period 

Combination of low and 
high pay periods 

Row total 

Continuously 
employed 

32.0% 33.4% 65.3% 

Employment 
leavers 

2.1% 11.4% 13.5% 

Employment 
cyclers 

10.5% 10.6% 21.1% 

Column total 44.6% 55.4%  
 

iii. 110 per cent of low pay threshold 

 Low paid in 
each period 

Combination of low 
and high pay periods 

Row total 

Continuously 
employed 

40.0% 20.5% 60.5% 

Employment 
leavers 

3.5% 12.2% 15.7% 

Employment 
cyclers 

16.6% 7.2% 23.8% 

Column total 60.1% 39.9%  
Source: Author’s calculations using British Household Panel Survey (ESDS, 2013) 
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