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A Follow-up Study on the Impact of the Minimum Wage in
Ireland

Executive Summary

The Purpose of the Study
The Nationd Minimum Wage was introduced in Irdand in April 2000. A

survey of firms was carried out by the ESRI prior to introduction, and for the present
sudy, commissoned by the Depatment of Enterprise, Trade and Employment, a
further survey was carried out in late 2000/early 2001. This interviewed both a
subgantid  proportion of the firms in the ealier sample — for whom the Stuation
“before and after” the minimum wage can be directly compared — and Sgnificant
numbers of other firms. In this report the results from these surveys are used to assess
the impact of the minimum wage on employment, wage levels and other aspects of

work organization among Irish firms.

The 1998/9 Survey of Firms

The specidly-designed survey of firms caried out in late 1998/early 1999,
before the minimum wage was introduced, obtained information from 1,062 Irish
private sector firms. About one in five employees in these firms were being pad less
than £4.50 an hour. About three-quarters of employers in the survey were aware of the
proposed minimum wage, but many did not know its detaled specification. Only
about 11% said they had taken steps to prepare for the minimum wage, and even in
the sectors mogt affected this figure was no higher than one-quarter.

The Follow-up Survey
Like the origind survey, the follow-up survey was desgned principdly to

collect details on the current employment structure of private sector firms. A range of
information on the firm itsdf and on perceptions of the effects of the minimum wage
was adso obtained. All the firms who completed the first survey were included in the
target sample for the second one, as well as a further random sample of 1,160 firms,
sdected on a random dratified bass. The overdl response rate in the survey was
53%.



Key Characteristics and Trends

Mogt firms in most sectors said they had no employees paid £4.50 or less per
hour; textiles and clothing manufacture, retalling, and hotelsbarsrestaurants were the
exception. Mogt sectors and firms were doing wel in terms of trends in profits and
volume of budness, but firms with low-pad employees were doing less well. Staff
turnover had increased particularly in retal and persona services, and recruiting Staff
was seen as a problem by many firms. Basic labour costs were aso identified as an
important problem by a subgtantid proportion of firms, more than in the previous
aurvey. This highlights the tightness of the labour maket around the time the

minimum wage was introduced.

Perceptions of the Impact of the Minimum Wage

While virtudly dl the respondents to the survey had heard about the minimum
wage, sgnificant proportions did not know exactly when it had been introduced or the
exact level a which it was set. Only a smdl minority had avalled of the reduced rates
payable for young/inexperienced workers.

About 5% of employees were said to have received an increase in pay as a
direct resut of the minimum wage, and about 13% of firms sad that they had to
increese pay for employees above the minimum wage to redore differentids.
However, over 80% of firms sad that, in the light of trends in the Irish labour market,
they would have had to increase wage rates anyway. Only 16% of firms sad that the
minimum wage directly increased their labour costs, and for haf of these the increase
was less than 5 percentage points.

Only 5% of respondents said they would be employing more people today n
the absence of the minimum wage, representing an extra 5000 employees across Al
firms in the population. However, dmogt hdf of this totd was in firms which did not
actudly employ anyone pad £4.50 or less, suggedting that this figure is if anything an

over-esimate.

Changes in Employment Structures

The dructure of employment was little different in the before and after minimum
wage surveys. The percentage of workers who earned IRE4.50 per hour or less fell
from 21 per cent in 1999 to just over 4 per cent in 2001. The risk of being low-paid
varied according to full-time/part-time status, sector, gender and age in a way that is



familiar from previous surveys, with young workers and women facing a higher
probability and low pay being prevalent in sectors such as textiles, retaling, hotels
etc. and persona services. The main concentrations of sub-minimum workers were in

occupationa grades related to sales and personal services.

Changes in the Common Sample of Firms

We then conddered changes in te Sructure of employment a the level of the
individud firm for the sub-sample of cases which paticipated in both rounds of the
survey. The probability of going out of busness over the period was mogst strongly
related to thelr having experienced a fdl in ther profit levels over the preceding 12-
month period. The intengty of sub-minimum workers in the workforce did not appesar
to be afactor influencing that probability.

As one would expect in the light of the cross-sectiond results, only smal
percentages of firms remaned with perdgently high leves of sub-minimum wage
employees over the period in question and very few actudly increased the percentage
of their workforce paid at this level. The firms in question gppeared to be concentrated
principdly in the retal sector, with some lesser concentrations in  the
Hotel/Restaurant/Bar sector.

Econometric Estimates of the Impact of the Minimum Wage

Udng daa for the firms included in both the before and after surveys
detidicd andyss sought to pinpoint the effects of the naiond minimum wage,
notably on employment levels. The results showed tha employment growth among
firms which had low-wage workers in the firg survey was not sgnificantly different
to that for firms which had no such workers. However, employment growth may
indeed have been reduced among the smal number of firms most severdy affected by
the minimum wage legidation.



Chapter 1

Introduction

1.1 The Context for the Study

A Nationd Minimum Wage was introduced for the firg time in Irdand in
2000. It took effect from 1 April 2000, a a level of £4.40 per hour for experienced
adult employees and lower figures for those under 18, fird-time job entrants or
undergoing training. It marked a dgnificant departure from the more limited system of
Joint Labour Committees which have for many years regulated pay rates and working
conditions in specific occupations and sectors.

The commitment to introduce a nationd minimum wage was contained in the
Government’s 1997 Action Programme for the New Millennium, and the Nationd
Minimum Wage Commission agppointed by the Government reported in early 1998.
Prior to introduction, an interdepartmental group of officids set up to ded with issues
rdding to the implementation of the minimum wage commissoned a dudy of its
likely impact (Nolan et al 1999). That study estimated how many employees would be
affected by the minimum wage, and looked a the likey impact on work incentives
and labour supply, and on employment, competitiveness and inflation. In doing o it
drew on a number of data sources, including the Living in Irdand surveys carried out
by the ESRI, and employed the SWITCH tax-benefit micro-amulaion modd and the
HERMES macro-modd of the Irish economy.

This prospective impact study aso included a subgtantial new survey of firms
which obtaned detalled information on overdl employment, employment a wage
levels affected by the minimum wage, sector and type of activity, profitability, the
importance of wage costs and the scope for subdtitution of capitd for labour,
knowledge about the minimum wage and subjective evauaions by employers of its
likdy impact. The survey was caried out by the ESRI's Survey Unit in late
1998/early 1999, with over-sampling of particular sectors likely to be most affected,
and obtained responses from over 1,000 firms. As was highlighted at the time, this
was very important not only for the prospective impact sudy but dso for monitoring
and evduation &fter the event, snce the same sample of firms could be surveyed again

after the minimum wage was introduced.



The present study, commissoned by the Depatment of Enterprise, Trade and
Employment, looks retrospectively rather than prospectivdly a the impact of the
minimum wage. It is based on a further survey of firms carried out in late 2000/early
2001 by the ESRI's Survey Unit. This survey interviewed both a subgantia
proportion of the firms in the 1998/1999 sample — for whom the Stuation “before and
after” the minimum wage can be directly compared — and dgnificant numbers of other
firms. In this report the results from this survey of firms, and the earlier one, are used
to asess the impact of the minimum wage on employment and wage levels and other
agpects of work organization among Irish firms.

This chapter provides the background and context in which the results of the
new survey ae to be st. We begin by recaling in Section 1.2 the thrust of the
findings of the prospective impact study. Section 1.3 describes the survey of firms that
comprised one eement of the impact sudy and serves as the basdine for much of the
present study. Section 1.4 looks at trends in the labour market and macroeconomy
gnce that sudy was completed, which are criticd in interpreting the results of the new
survey and usng them to inform an assessment of the impact of the minimum wage.
Findly, Section 15 presents a detaled description of the gpecification of the
minimum wage as introduced in April 2000.

1.2 The Prospective Impact Study

The sudy on the likdy impact of the nationa minimum wage was carried out
by a team of researchers led by the ESRI and including contributers from the Nationa
Universty of Irdand, Maynooth, and Universty College London/London School of
Economics (Nolan et al 1999). It focused primaily on a minimum wege a the
nomina rate of £4.40 (or 70% of that figure for those aged under 18) mentioned by
the Minimum Wage Commisson (1998). Alternative gSpecifications were dso
examined to test the sengtivity of the results, namely rates of £4 and £5 per hour.

The study assumed tha the minimum wage would be introduced in April
2000, so that the andyss entailed projection forward from the base of information
avaladle when the study was being completed in ealy 1999. In particular, the
digribution of earnings shown by the ESRI's 1997 Living in Irdand Survey was
projected forward to April 2000 in order to estimate the numbers likely to be directly
affected by the minimum weage. The core assumption adopted was that median
earnings would increase by about 15% between October 1997 and April 2000, and



that earnings a the very bottom would rise by about 4% more than the median (as
they had between 1994 and 1997).

Projecting forward from the 1997 survey on this basis suggested that 13.5% of
all employees would be under £4.40 (or £3.08 if under 18) in 2000, the study’s central
edimate of the numbers likely to be beow the specified minimum wage. Vaying the
projected increases in median and lower earnings between 1997 and 2000 dill
produced a figure in the range 13-15%. The profile of the employees fdling below the
goecified minimum wage was very amilar to that presented in Nolan's (1998) study
for the Minimum Wage Commission, which had been based on the ESRI's 1994
survey. More than hdf those below the minimum wage were women, about one-third
were working less than 30 hours per week, and over 40% were aged under 25.
Clericd and sarvice workers were heavily over-represented among those below the
minimum.

The ovedl increese in gross earnings associated with the specified minimum
wage was estimated to be 1.6% of totd gross earnings. The likely scde of increases in
wages above the minimum as a reaction to the narrowing of differentids - “soill-over”
— was very difficult to assess, but assuming that only those located within 50% of the
minimum itsef were affected, and that they obtained additiond increases tapering
from 5% down, it was shown that spill-over would bring the total wage hill increase
up from 1.6% to 2%. Sub-sectors identified as facing wage hill effects well above
average included textile and gppard manufacturing, sale and repair of motor vehicles
and sde of automotive fue, retail trade other than motor vehicles, hotels restaurants
and bars, other persona services and household domestic employees.

Smulating the impact of the minimum wage on replacement rates suggested
that it would lead to some improvement in financid work incentives and labour force
participation rates were expected to rise in response to the introduction of the
minimum wage, particularly amongst women.

The ESRI’'s HERMES macroeconomic modd was used to estimate the overdl
impact of the minimum wage on employment, unemployment and competitiveness.
The centrd samulaion results suggested a fdl in employment of 13,500, equivaent to
0.9% of tota forecast employment in 2000. This was driven in equal measure by a
direct impact on the demand for low-wage labour, and a decline in the demand for
higher-wage labour due to the indirect impact on inflation, increesng wage demands

and reducing competitiveness. These edimates did not teke into account the



potentialy pogtive impact of a minimum wage on effort and productivity levels and
turnover of employees, or monopsony in parts of the low-wage labour market.

The dudy dso noted that the Irish minimum wage was going to be higher in
nomina terms than the minimum introduced in the UK a sg£3.60 in 1998, and in
relative terms the Irish minimum was likdy to represent about 56% of median
earnings for those aged 18 or over, while the UK minimum wage for those aged 22 or
more was 47% of their median hourly wage. In addition, the UK youth rate gpplies to
al those aged under 22, wheress in the Irish case 18 was the age cut-off dthough
reduced rates also apply in ®me other circumstances, as spelt out in detail in Section
1.4 below.

1.3 The 1998/99 Survey of Firms

The specidly-designed survey of firms carried out in late 1998/early 1999 as
pat of the progpective study on the likely impact of the minimum wage serves as
benchmark for much of the present study and it is therefore important to describe it in
some detal a this point. The principa objective of the survey was to provide a
representative picture of sze and dructure of the workforce among private sector
employers with paticular emphasis on a breskdown of employment in terms of
occupationd grade and basc pay dructures. The questionnaire sought details on
employment dze and dructure diginguishing full-time and part-time employees,
hourly pay ranges, age and gender; the extent of vacancies, hirings, and departures
from the enterprise in the 12 months preceding the survey; and direct and indirect
guestions to assess attitudes and perceptions among businesses to the introduction of
minmum wage legidation, as wel as views on its likey impact on employment and
business activity.

The questionnaire recorded detals in respect of the entire business enterprise
or firm in contrast to the establishment, outlet or branch. The effective sample was
subsequently re-weighted to represent the totdity of business enterprises in Irdand. A
random dratified sample of busnesses was sdected from ligs of firms which ae
maintained in the ESRI. Prior to sample sdection these firms were dratified according
to sector, Sze (number of employees) and region. A totd of 8 sectors was used for
dratification prior to sample sdection as follows building and congruction;
manufacturing of textiles and gppard; other manufacturing and production; retal;
wholesdle,  barking/property/renting/business  services,  hotesrestaurants, bars;



persond services, other services. Within each sector firms were adso dratified
according to a number of employees. Firms were dratified by region within each of
these broader dratifications. A disproportionate systematic sample was then selected
with a view to ensuring that each sector/sze stratum would be reasonably represented
teems of dbosolute number of cases in the find effective sample for andyss and
reporting.

A totd vaid sample of 2,330 enterprises was sdlected. A total of 1,062
questionnaires were successfully completed so the effective response rate was 46 per
cent, in line with what one might expect for a generd sample of the population of
firms. A totd of 394 firms refused to paticipate in fildwork while a further 397 were
unavailable for interview throughout that period and the remainder could ether not be
located or returned some “other” response outcome. Prior to andysis, the responding
firms were ddidicdly adjusted so as to ensure that the structure or composition of the
effective sample was in line with the Structure or compostion of the population from
which it was sdected according to a number of important classficatory variables such
as Sze, sector etc.  All questionnaires were completed on a personaly administered
bass which involved an interviewer paying a vidt to each respondent and completing
the insrument on Ste.

One of the primary purposes of the firm survey was to derive an estimate of
the overal numbers likdy to be directly affected by the minimum wage, and of the
sectors mogt affected. The key finding was that workers on an hourly wage of less
than £4.50 condtituted 21% of dl private-sector employees in the firms surveyed.
(This was conggtent with the results for the private sector from the 1997 ESRI
household survey examined in detal dsewhere in the progpective impact study).
Women, part-time workers and those aged under 18 faced the greatest risk of being
low pad. However the mgority of those recelving a hourly wage of less than £4.50
were full-time and over 18. Sdles and persona service workers were the occupations
both facing the greatest risk of low paid and accounting for the mgority of low pad
workers. Associated with these occupations were indudtries such as the retail sector
and hotd and restaurants, athough certain manufacturing sectors such as textiles and
gopard were 0 seen as likely to be disproportionately affected. Small firms did not
gopear more likely to have minimum wage workers than bigger ones, and in al 42 per
cent of firms sad that they currently employed at least some staff a £4.50 or less per

hour.



To asxss thee firms views on the likdy impact of the introduction of a
minimum wage, respondents were asked to consder a gtuation in which the hourly
wage of adult employees (i.e. those aged 18 years and over) paid less than £4.50 per
hour rose to a minimum basc hourly rate of £4.50. (That figure was used because
subsequent questions probed respondents  knowledge of the actud level a which the
minimum is to be set.) Subgtantid numbers sad that cutting back on profit margins
and improved daff morde were likdy. Reativey smdl numbers sad that subgtitution
of labour with cgpitd was likdy, while about 20 per cent fdt that productivity
increases were likely. About one-third of firms fdt that the minimum wage would be
likdy to reduce daff turnover, and about one-quater sad that they would
refrain/upgrade  work of current daff. Seventeen per cent indicated that the
introduction of the minimum wage could result in their going out of busness — though
the possibility of drategic response must be noted there. About 56 per cent of firms
indicated that saff /unions would probably indst on restoration of pay differentias as
a result of the minimum wage. Approximately equa proportion of firms (40 per cent
eech) fdt that the minimum wage would respectively be “likdy” and “unlikedy” to
have no effect on their business,

Findly, firms knowledge of the minimum wage proposas was probed.
Almost three-quarters had heard about proposals on the minimum wage, 72 per cent
of firms answered in the affirmative. However, when asked about the leve & which it
would be introduced only 8 per cent of those who said they had heard of it were able
to quote the £4.40 rate, with a further 31 per cent mentioning £4.50, and only 26 per
cent knew that it was to be introduced in the year 2000. When asked about the sub-
minimum wage proposals wage for young persons and trainees, as many as 88 per
cent of those who had heard of the minimum wage proposds indicated that they had
ether never heard of or did not know the leve of this sub-minimum rate

As wedl as contributing substantialy to the prospective impact study, the fact
that the survey of firms was carried out in 1998/98 was recognised a the time as very
important for future monitoring and evauation of the impact of the minimum wage.
Being able to survey the same sample of firms before and after the introduction of the
minimum wage grestly enhances prospects of a rdiable evauation of its actud effects
after the event. Explaiting this potentid is one of the main ams of the present study,
and we turn in the next chapter to a description of the survey of firms carried out in

late 2000/early 2001, which re-interviewed a substantia proportion of the respondents



to the 1998/99 survey as well as a significant number of other firms. Before turning to
the results of that more recent survey on which this study is focused, it is worth
sketching out in the next section key trends in the Irish economy since the impact
study was completed which are relevant to the impact of the minimum wage.

1.4 Macroeconomic and Labour Market Developments

In consdering relevant trends in the Irish economy since the impact study was
completed, the evolution of employment and wage leves is dealy of centrd
importance. Restrained wage growth had been a notable feature for much of the
1990s, due to a combinaion of factors including the socid partnership agreements
pay norms, lower persona income tax rates and strong growth in the supply of labour.
However the labour market tightened Sgnificantly in the late 1990s, with employment
growing by over 6 per cent in 1999 and the unemployment rate fdling below 5 per
cent at the end of 1999. These factors served to put upward pressure on wage rates
across al sectors of the economy as labour became increasingly scarce.

Economic activity accderated from dready high growth raes, with GDP
growing by dmogt 10% in red terms in 1999 and even faster in 2000, while red GNP
grew by admost 8% in 1999 and 10% in 2000 Totd employment increased
ggnificantly, with an additional 95,600 persons in work in 1999 and a further increase
of 75,000 n 2000. The labour force continued to grow very rapidly by internationa
dandards, reflecting risng labour force participation rates, the naturd increase in
those of working age and net immigration. An indicaior of potentia labour supply is
provided by the number of unemployed persons and discouraged workers as a
percentage of the labour force, inclusive of discouraged workers’. By late 1997,
goproximately 11 per cent of the labour force conssted of unemployed and
discouraged workers, whereas by 2000, this number had haved. Those with a loose
attachment to the labour market had thus increesingly been drawn into the labour
force.

The rise in employment was accompanied by a maked dedine in
unemployment and long-term  unemployment. The numbers unemployed fdl from
125,000 in 1998 to 95,000 persons in 1999, and were down to 73,000 in 2000. The

! Estimates for 2000 are from the ESRI Quarterly Economic Commentary, March 2001.
2 Discouraged workers are defined by the CSO as those “who are not looking for work asthey believe
they are not qualified or that no work isavailable” (see QNHS, June 2000, page 14).



unemployment rate continued to fal, reaching 5.6 in 1999 and 4 in 2000. The long-
term unemployment rate also more than halved from the beginning of 1998 to 2000.
This levd of unemployment dearly places workers in a drong wage barganing
position, as employers have to bid up wage ratesin order to retain and attract |abour.

Evidence on earnings trends across a broad range of occupations and sectors
shows that wage inflation began to accderae dgnificantly from 1997 onwards. Data
on industrid earnings indicate that average hourly earnings increased by about 17 per
cent between 1997 and 2000. Average hourly and weekly earnings in the congtruction
industry were up about 30 per cent. Average earnings in the public sector rose by
about 15 per cent over the same period.

Consumer prices rose by only about 2% during 1998 and 1999 on average, but
accelerated sharply towards the end of 1999, and in 2000 were up 5.6 per cent on
average. Some of this increase was due to a number of specid factors such as a
budgetary increase in tobacco taxes and high oil prices, as well as a fdl in the euro
and then rigng interest rates. However rates of price increase for services and related
expenditure, some in labour intensve sectors where the minimum wage is particularly
relevant, aso contributed.

Ovedl, then, from the period when the sudy into the likdy impact of the
minimum wage in Irdand was undetaken up to the dae of its introduction the
economy performed very strongly indeed. Over the three years from 1997 to 2000
average earnings in the nonragricultural sector rose by around 55 per cent a year.
This is broadly consstent with the rate of increase assumed in the prospective study
from the 1997 survey data on the digribution of earnings — then the latest avalable.
Unfortunately this growth in earnings cannot be disaggregated by earnings or <kill
level, but are indications that growth for the least skilled has been sgnificantly higher
than the average, perhaps to a greater extent than assumed in the prospective study.
This andyss of labour market and macroeconomic trends up to the introduction of the
minimum wage suggests tha if anything fewer workers may have been affected than
the impact dudy’'s centrd edimae, with the impact on the wider economy
correspondingly reduced.



Chapter 2
The Follow-Up Survey

2.1 Introduction

In this chapter we provide details on the operational aspects of the follow-up
survey and the condruction of the dataset underlying the report.  We begin in Section
2.2 by discussng the content of the questionnaire.  Section 2.3 is concerned with
details of sample design and response rates.  Section 2.4 condders the way in which
the data were re-weighted prior to andyss. Findly, Section 25 outlines the way in
which the survey was administered.

2.2The Questionnaire

The survey insrument was designed to principaly collect details on the current
employment gructure of private sector nonagriculturd firms.  In paticular, we were
concerned to record details on the number of persons engaged on both a full-time and
part-time bads according to, inter alia, hourly basic pay rates, age and gender. These
guestions formed the core of the questionnaire. In addition, details were recorded in
repect of background classficatory variables including changes in the volume and
vaues of busnes over the years immediately preceding the survey. In addition,
details were recorded on the firms perceptions of the effects of minimum wage
legidation on its operation and in particular, the perceived effects the legidation had
on wage levds.

The questionnaire contained atotal of 7 sections asfollows:.

A. Background details and basc dasdficatory informetion (Q's 1-11, 14,15). These
included recent trends in the value and volume of the respondent’ s business.

B. Indirect questions on perceptions of current labour costs as a condraint to busness
expansion (Q’'s 12-13).

C. Employment dtructures among persons engaged on a full-time basis according to
broad occupational grade; hourly basic pay rates, gender and age composition
(Q'sl7a-171).



D. Employment dructure of persons engaged on a part-time basis according to
occupationa grade; hourly basic pay rates, gender and age composition (Q's 18a
19c).

E. The firm's experience of vacancies, hiring and departures of persons engaged over
the 12 months preceding the survey (Q's 20-25).

F. Knowledge of the minimum wage (Q's 26-29d).

G. Perceptions of the impact of the minimum wage on a range of operationa aspects
of the company including, in particular, its impact on hourly wage rates (Q's 30-
41).

The survey insrument recorded detals in respect of the entire busness enterprise or
firm in contrast to the establishment, outlet or branch. The effective (or completed)
sample was subsequently re-weighted to represent the totdity of business enterprises

inIrdand.

2.3 Sample Design and Response Rates

The sample usad in the survey was drawvn from two main sources. A totd of
1,062 firms successfully completed the questionnaire in the first round of the survey
in 1999. All 1,062 rdevant firms were included in the target sample for the second
round of the survey. In addition to this “old” sample component we augmented our
target sample with a “new” random sample of 1,160 firms which had not been asked
to participate in the survey in the first round of the project.

By continuing with the “old” sample which successfully completed the survey in
1999, we were able to ensure that we would have longitudind micro-data at the leve
of the individud enterprise over time. This would dlow us to look a changes over
time in terms of the sze and content of the Iabour-force in individud business entities.
The purpose of the two phase survey which we have undertaken as part of our study
of the impact of the minimum wage is to alow us to carry out a “before and after”
andyss of the sze and dructure of private sector employment. It is usud that this

sort of andyss is based on what one would describe as two independent cross-



sectiona surveys. This means that one undertakes two separate independent surveys
of firms a two discreet points in time. One then compares the aggregate results from
the firs survey with those from the second. This dlows one to assess the overdl net
effect of the introduction of the legidaion & a broad or aggregate level. Andyss
based on repeated cross-sectiona surveys does not adlow one to make any statement
about the change which has taken place a the levd of the individual firm. This means
that by carrying out analyss based on repeated cross-sections one can describe net
effects across dl firms in generd. One cannot, however, underteake any micro-leve
andyss based on the experience of individud enterprises.  The longitudind andyss
presented in Chapter 6 of the report is based on this type of longitudind andysis
where we discuss changes which have teken place a the leve of the individud
respondent.

Although the longitudind comporent provides a wedth of important new micro-
level information we decided to supplement the target sample used in the survey with
a fresh or additiond sample of busnesses. We had two main reasons for doing this.
Firg, and most importantly, we anticipated a response rate of the order of 55 percent
among the firms which had participated in the first round of the survey. This would
have left us with just over 580 completed questionnaires. This sample size is redly
too smdl to dlow one to undertake the required analysis. A tota of 1,000 completed
guestionnaires was the target set for the sample.  Secondly, to ensure that the re-
weighted sample (Section 2.4 below) is fully representative of the current population
of dl firms in cross-section it is important to include an adequate mix of old and new
busneses in the sample By redricting the sample only to firms which were in
exigence a the time of the survey (and which completed the questionnaire at that
time) one would be building in a bias towards older firms in the sample design.
Accordingly, by supplementing or augmenting the origind sample with a new sub-
sample one can ensure that the find sample for andyss a the second wave of the
aurvey is fully representative of the dructure of al current enterprises in the
population.

The supplementary sample of new busnesses was sdected on a random
dretified bass from ligs of firms which are maintained for this purpose in the ESRI.
Prior to sample sdection these firms were dratified according to sector; sze (number
of employees) and region. A tota of 8 sectors was used for pre-drdification as
folows  Building and Condruction; Manufecture of Textiles and Appard; Other



Manufacturing and Production; Retall; Wholesde, Banking, Property, Renting and
Busness Servicess HotdsRestaurantyBars, Persond  Services, Other  Services.
Within each sector firms were dratified according to number of employees and
region. A disproportionate sysematic sample was then sdected with a view to
ensuring that each sector/sze stratum would be reasonably represented in terms of
absolute number of casesin the find effective sample for andysis and reporting.

Table 2.1 bdow outlines the response levels for the survey. The left-hand
segment of the table provides details on response outcomes in respect of the “old”
sanple of firms which dso paticipated in the survey in 1999. The right-hand

segment relates to outcomes from the “new” or supplemented sample.

Table 2.1: Response rates for second round minimum wage survey

'Old' Sample 'New' Sample Total

Outcome No. Percent No. Percent No. Percent
Successfully Completed 605 60.6 467 45.6 1072 53
Completed but Unusable 6 0.6 0 0 6 0.3
Refused 138 138 174 17 312 154
Never Available for Interview 249 24.9 383 374 632 31.3
Out-of-Business 57 Valid Sample 100% 130 Valid Sample 100% 187 Valid Sample 100%
Not Relevant 7 (n=998) 6 (n=1024) 13 (n=2022)
Total 1062 1160 2222

We can focus in the fird ingance on response levels for the “old” sample.
One can see from the table that a tota of 64 of the firms in question were either out of
busness or othewise invdid eements in the population by the time of the second
survey in 2001. When these were excluded his gave a vdid sample of 998 firms.
Just under 61 percent of these successfully completed the questionnaire. One can aso
see that 14 percent of businesses explicitly refused to participate in the survey while
the remaining 25 percent were never avalable throughout the fiddwork period. This
latter category can be interpreted as a“ soft” refusal.

The middle segment of the table shows that the response rate among the “new”
sample was lower a just under 45 percent. The higher response rate among the “old”
sample-which had dreedy participated in the firgt phase of the survey is very much as
one would expect and smply reflects the fact that this group of firms had areedy
shown themselves to be predisposed towards participation in the survey.



These response levels for old and new samples trandate to an overdl response
levd of 53 percent for the full target sample. This is very much in line with the order
of the response rate which one might reasonably expect for a persondly administered
survey of firms of thistype.

2.4 Re-weighting the Data

Prior to andyds the 1,072 quedionnaires from responding firms were
datigtically adjusted or re-weighted so as to ensure that the structure or composition
of the effective sample was in line with the Structure or compostion of the population
from which it was sdected according to a number of important classficatory variables
such as size, sector etc. Thisre-weighting of the datais necessary for two reasons.

Fird, there are may be sysematic and differentid levels of non-response as
between one group of firms and another within the sample.  For example, smdl firms
in a given sector may have an above average propensty to participate in surveys of
this nature. If this were the case then they would be over-represented in the find
sanple for anadyss and would consequently be contributing “too much’ to the
aggregate reaults.  Accordingly, one should datidticaly adjust or re-weight the data to
ensure that al subgroups of the population are appropriately represented in the
sample, in line with their representation in the overal population.

Secondly, the sample was sdected on a disproportionate dratified basis. This
means that some Size/sector drata were over-represented in the origind sample s0 as
to ensure adequate coverage in the fina effective sample for andyss. For example,
given the Depatment's concern with sectors such as the Manufacturing of Textiles
and Apparedl or Retail it was decided to over-sample from them when sdecting the
target sample.  This over-representation at sample sdection stage was adjusted for in
the re-weighting scheme.

In deriving the weights or adjusment factors two relaed but independent
weighting systems were prepared. The firg is based on the firm as the entity or unit
of andyss. The second is based on the employee. In the latter weighting scheme
each firm is interpreted as a group of employees rather than as an entity in its own
right.

To deive both sets of weights one has to establish the dtructure of the
population from which the effective sample has been sdected. The Structure used in
this survey was based on size and sector. A total of 9 sectors and two Size categories



was used for re-weghting purposes. The Size categories were 0-99 and 100+
employees for Manufecturing of Textiles & Appad and Other manufacturing &
Production; and 09 and 10+ employees for the service sectors and congtruction. This
provides one with a total of 18 drata or sSze/sector cdls in the re-weighting metrix (2
dze categories * 9 sectors). Using a number of sources such as the Census of
Indugtrid  Production; the Annud Services Enquiries and the Labour Force Survey
one can derive the overdl dructure of the population of rdevant busnesses in terms
of both enterprises (firms) and dso employees within the 18 Sze/sector drata use in
re-weighting. Thisisoutlined in Table 2.2.

The classfication in Table 2.2 was used to re-weight the data using a standard
ratio weighting technique in which each of the 1,072 responding enterprises was
assigned a weight corresponding to the ratio of the population total to the sample tota
intherelevant cdl. In other words, the weight is given as.

Wi =PRi/S

where the i’s refer to the Szefsector cdls in Table 22. R is the totd number in the
population of each cdl and S refers to the number in the corresponding cdl in the
sample which successfully completed the questionnaire and so were included in the
andyss. The Wi's are the weights associated with each unit in the sample and it is
this which ensures that the sample figures are adequately grossed to population totals.

The weights are derived usng two bases viz. (i) the enterprise and (ii) the number of
employees. The employee-based weight is used in deriving estimates of employment
or employee structures, in subsequent sections of the report. The enterprise-based
weight is applied in deriving population edimates of the characteristics of firms in
other sections.



Table2.2: Structure of population of enter prisesasderived from CIP, various Annual Services
Enquiries and the Labour Force Survey

Number of
Enterprises Nos. Engaged NACE Sectors Covered

Size/Sector/Stratum (000's) (00Q's)
Building and Construction:  0-99 emps 12 59.9 45
100+ emps 2 85.1
Manuf. Of Textiles& Apparel: 0-99 emps 0.3 7.0 17; 18
100+ emps 0.04 7.9
Other Manuf & Production:  0-99 emps 3.6 90.5 5; 10; 11; 12; 13; 14; 15; 16;
100+ emps 05 194.0 19-37; 40; 41
Reatil: 0-9 emps 224 82.9 50; 52
10+ emps 24 107.9
Wholesale: 0-9 emps 39 13.7 51
10+ emps 5.2 38.8
Banking/Property/Renting/  0-9 emps 15.2 59.6 70;71; 73, 74
Business Services 10+ emps 2.3 156.7
Hotels/Restaurants/Bars 0-9 emps 9.9 374 55
10+ emps 2.6 72.6
Personal Services 0-9 emps 45 12.0 93
10+ emps 0.3 10.1
Other Services 0-9 emps 8.0 19.9 60; 61, 62; 63; 64; 91
10+ emps 2.6 166.6 92; 95; 80; 85; 90
TOTAL ABOVE 1,222.6
Agriculture 122.7
Non-Agric. Self Employment 124.0
Public 239.0

Admin/Defense/Education

Total 1,801.3

Although weighted, the grossed estimates presented are, of course, subject to
dandard detisticd sampling  variances. Thee vaiances will be especdly
pronounced in the andlysis of sub-groups based on asmall number of respondents.



As noted above, the survey was re-weighted to reflect the totdity of business
enterprises in Irdand, in contrast to the edtablishment, outlet or branch.  All
information recorded on the questionnaire relates to the complete enterprise in al of
its branches or outlets throughout the Republic of Ireland.

2.5 Survey Implementation

All quedtionnaires were completed on a persondly administered bass which
involved an interviewer paying a vidt to each respondent and completing the
indrument on dte.  Given the nature of the survey and the potentid bias which could
be introduced to the sample results by drategic responses, persond administration of
the survey was essentia.  In other words, it was important thet information was
recorded from the respondent in respect of occupationa and pay structures as well as
details on likely responses to the introduction of pay floors before terminology such as
Minimum Wage Legidation wsa used directly (as in, for example Q's 26-41).
Consequently, it was not possble to leave the survey form with respondents for sdf-
completion. In a very smdl number of the larger companies a specidly prepared 4
page section containing Qs 17a19C on occupationd sructures was left with
respondents for completion and subsequent collection by the interviewer. This specid
section was used only in circumstances where the enterprise was 0 large that it would
have been unreasonable and impractical to expect the respondent to have collated
details from personnd and other files in the course of the interview.

Survey forms were returned to ESRI by interviewers as they were completed
for editing, checking and data entry. At each of these stages the questionnaire was
carefully checked to ensure completeness and, in particular, internd consstency of
the data provided. By the latter we are referring to consstency checks to ensure that,
for example, the figures on totd numbers engaged on a full-time and part-time basis
recorded at Q.7 recorciled a dl stages with the detailed breskdowns of persons
engaged a Q's 17a through 19C. Where incondstencies were gpparent these were
resolved by phone follow-up with the respondent.






Chapter 3
Key Characteristics and Trends

3.1 Introduction

In this chapter, we sat out some key characterigics of the firms in the recent
survey, and present their perspectives on recent trends. We look first a the
relationship between sector of activity and sze of firm, proportion of low-pad
employees, and Irish versus foreign ownership. We then look a trends in size of the
firm's workforce, aff turnover, and volume of business. We then look at the extent
to which firms sad they were making a profit or loss, and a the importance of the
wage hbill in overdl operaing cods. Findly, we discuss wha aspects of ther
operations firms themsdves fdt to be mog difficult, and how this had changed since
the previous survey carried out in late 1998/early 1999.

3.2 Key Characteristics by Sector

We look firg in Table 3.1 at the characterigics of sample firms by sector of
activity cross-classfied by numbers employed, the proportion of the workforce pad
£4.50 or less, and Irish versus foreign ownership. We see that many of the firms in the
building and congruction, retail, banking/finance/busness, hotesrestaurantsbars and
persona and other services sectors had less than 10 employees. Manufacturing —
induding textiles and dothing — and wholesde sectors were the only ones where a
substantid number of firms had 35 or more employees.

In most sectors, three-quarters or more of dl the responding firms sad they
had no employees pad £450 or less per hour — the exception being
hotelSrestaurants/bars where that figure was under two-thirds. The only sectors
where a subgtantid number of firms had a sSgnificant proportion of their workforce
(15% or more) paid £4.50 or less were textiles, retail and hotelgbarsrestaurants. In
the retall and hotels/barsrestaurants sectors about one-quarter of dl firms had a
ggnificant proportion of their work-forces low-paid in that sense, while for textiles
and clothing manufacturing that figure was 15%. The breskdown of firms into Irish
versus foreign-owned varied a good ded across the sectors, ranging from virtudly dl
domedticaly-owned in building and condruction, retall and hotdsrestaurantsbars to
10-16% foreign-owned in the manufacturing and wholesde sectors.



Table 3.1 Firms classified according to sector and (1) size; (ii) percentage of workforce who are paid £ 4.50 or less per hour; (iii) ownership

() Size Category (i1) Percentage Workforce £4.50/per (i) Nationdity
hour or less
3or 4-9 10-34 35-55 100+ Total None LT15% 15+%  Tota Irish Foreign  Total
less engaged engaged engaged engaged
% % %

Sector
Building and Contract 22.1 63.6 6.3 54 26 1000 9.2 6.1 1.2 100.0 99.8 0.2 100.0
Manufacture Textiles 185 17.0 43.6 11.8 9.1 100.0 74.2 10.6 15.2 100.0 87.9 121 100.0
and Apparel
Other Manufacture 8.0 15.0 41.8 23.0 122  100.0 79.8 9.7 10.4 100.0 84.3 157  100.0
Retail 41.8 48,5 52 3.2 1.3 100.0 72.8 2.1 25.1 100.0 99.6 0.4 100.0
Wholesale 16.2 26.7 335 155 8.2 100.0 82.0 10.7 7.2 100.0 89.7 10.3 100.0
Banking /Finance/ 48.1 38.8 5.2 43 3.7 1000 88.5 2.2 9.2 100.0 92.2 7.8 1000
Business
Hotels/Restaurants/Bars ~ 26.5 52.9 59 7.3 75 1000 62.8 10.5 26.6 100.0 97.8 22 1000
Personal and other 32.6 48.6 8.4 5.2 52 100.0 87.8 2.5 9.7 100.0 94.0 6.0 100.0
Services
All Firms 3.2 46.0 10.2 6.5 45 100.0 80.7 5.0 14.3 100.0 95.6 44  100.0
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3.3 Recent Trends in Size, Staff Turnover and Volume of Business

We now characterise responding firms in terms of their own assessment of
changes in the sze of their workforce in the last 2 years. Table 3.2 shows thet when
asked about the stuation compared with 2 years ago, hdf the respondents stated their
workforce was unchanged. One-third said their workforce had increased, while 16%
sad it was smdler. The proportion Sating that the workforce had increased was
higher than average in the other manufacturing and wholesde sectors. The proportion
dating the workforce had declined was above average in building and congtruction
and even more 0 in textiles and clothing where more than one-third of respondents
gave that reply.

Table 3.2: Firmsclassified according to changesin size of workforce over 2 years preceding
the survey

Size of Workforce

Larger Same Smaller Total
%

Sector
Building and Contract 329 414 2.7 100.0
Manufacture Textiles and 26.0 387 35.3
Apparel
Other Manufacture 46.2 36.7 171 100.0
Retail 281 584 135 100.0
Wholesale 433 40.3 16.3 100.0
Banking /Finance/ Business 30.2 51.9 179 100.0
Hotels/Restaurants/Bars 271 634 95 100.0
Personal and other Services 39.2 46.0 14.7 100.0
Sizeof firm
3orless 120 711 169 100.0
4-9 engaged 35.2 46.5 183 100.0
10-34 engaged 545 337 118 100.0
35-99 engaged 60.8 278 114 100.0
100+ engaged 75.9 157 84 100.0
Per centage of workfor ce paid
£4.50 or lessper hour
None 329 519 152 100.0
Lessthan 15 422 41.6 16.2 100.0
15 or more 284 485 231 100.0
Nationality
Irish 323 51.8 16.0 100.0
Foreign 495 276 229 100.0
All firms 330 50.7 16.3 100.0
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In Table 3.3 we look at firms own assessment of the way Saff turnover has changed
over the last 12 months. We see that overal, two-thirds of firms fdt that there had
been no change in turnover. A subgtantid mgority of the remainder fdt that turnover
had increased rather than decreased, with one-quarter saying it had increased ether
dightly or substantidly. The proportion saying turnover had increesed was rdatively
high in retal and particularly in persond and other services. It was dso high among
firms employing some low-paid workers. On the other hand large firms, and foreign-
owned ones, were more likely than othersto say that turnover had decreased.

Table 3.3: Firms classified according to level of staff turnover at time of survey relativeto
position 12 months earlier

Level of staff turnover at the time of survey relative to the position 12 months
earlier

Decreased Decreased  Remained Increased Increased Tota
Substantially Slightly Constant Slightly Substantially

%

Sector

Building and Contract 30 35 795 126 15 100.0
Manufacture Textiles and 18 85 M1 126 154 100.0
Apparel

Other Manufacture 23 80 55.6 202 115 100.0
Retail 16 74 65.9 226 5.6 100.0
Wholesale 7.7 615 195 6.7 100.0
Banking /Finance/ Business 22 838 739 24.1 36 100.0
Hotels/Restaurants/Bars 0.9 9.8 50.3 115 89 100.0
Personal and other Services 17 6.2 68.5 30.2 8.7 100.0
Size of firm

3orless 19 34 85.5 8.2 10 100.0
4-9 engaged 17 9.3 62.9 194 6.9 100.0
10-34 engaged 11 79 56.8 254 8.7 100.0
35-99 engaged 22 81 409 36.8 120 100.0
100+ engaged 18 123 326 36.0 172 100.0
Per centage of workforce

paid £4.50 or lessper hour

None 17 50 718 155 6.1 100.0
Lessthan 15 17 6.8 36.3 490 6.2 100.0
15 or more 20 19.9 50.2 231 49 100.0
Nationality

Irish 17 6.6 68.1 181 55 100.0
Foreign 13 20.3 24 205 154 100.0
All firms 17 7.2 66.9 182 59 100.0
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We now look a what firms said about trends in their volume of business in the lagt
two years. Table 3.4 shows that amost two-thirds of al respondents said thet their
volume of business had increased. A further one-quarter said volume of business had
remained congtant, while only one in ten sad it had decreased. Looking across the
sectors, firms in the manufacturing (other than textiles and clothing) and wholesdle
sectors were more likdy than others to say that volume of business had increased. A
higher than average proportion in the hotelsrestaurants/bars sector sad volume was
unchanged, while the percentage saying it had decreased was above average in
building and condruction —though even there it was no higher than 16%. There was a
clear rdationship between and firm size and volume, with the percentage saying thet
volume hed increesed much higher for large than smal firms Classfying firms by the
proportion of their workforce paid £4.50 or less per hour, firms with some lowpaid
employees and particularly those with a sgnificant proportion of the work-force low-
paid were less likely than others to say that volume had increased.

Table 3.4: Firms by trends in volume of business in the 2 years preceding the survey

Value of Business

Increased Constant Decreased Total
%

Sector
Building and Contract 65.7 17.7 16.6 100.0
Manufacture Textiles and 64.5 255 100 100.0
Apparel
Other Manufacture 73.8 185 17 100.0
Retail 66.4 237 9.9 100.0
Wholesale 75.8 148 94 100.0
Banking /Finance/ Business 57.2 305 123 100.0
Hotel s/Restaurants/Bars 61.2 376 12 100.0
Personal and other Services 58.8 30.0 11.2 100.0
Sizeof firm
3orless 549 30.2 14.9 100.0
4-9 engaged 61.5 285 9.9 100.0
10-34 engaged 80.0 158 42 100.0
35-99 engaged 82.7 129 44 100.0
100+ engaged 922 51 27 100.0
Per centage of workfor ce paid
£4.50 or less per hour
None 66.4 24.0 9.6 100.0
Lessthan 15 614 28.7 9.9 100.0
15 or more 51 339 120 100.0
Nationality
Irish 63.5 26.4 101 100.0
Foreign 754 100 146 100.0
All firms 64.0 25.7 10.3 100.0
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3.3 Profitability and Wage Costs

We now look a what firm in the sample sad about their profitability and
about the role which wage costs play in their overdl operating costs. When asked
about ther overdl profits in the last year, we see from Table 3.5 that dmost 70% of
firms sad they had made a profit — with most of these saying it was a moderate rather
than a subgtantid profit. A further 21% sad they had broken even, with only 10%
saying they had made a loss — with once again mogt of the latter saying it was a
moderate rather than a substantial loss. The sectors doing better than average in these
terms were once again manufacturing (other than textiles and clothing) and wholesde.

Table 3.5: Firms by level of profitsin the last year

Substantial Moderate Broke Moderate Substantial Total

loss loss Even  profit profit
Sector
Building and Contract 0.2 5.7 177 69.0 74 100.0
Manufacture Textiles and 6.7 7.0 255 576 33 100.0
Apparel
Other Manufacture 11 6.5 148 68.7 9.0 100.0
Retail 15 95 233 62.8 29 100.0
Wholesale 54 156 705 84 100.0
Banking /Finance/ Business 40 125 121 62.4 9.0 100.0
Hotels/Restaurants/Bars 13 433 535 19 100.0
Personal and other Services 25 109 195 60.7 6.5 100.0
Size of firm
3orless 19 128 253 579 21 100.0
4-9 engaged 15 5.9 213 65.5 5.8 100.0
10-34 engaged 11 6.2 189 65.7 81 100.0
35-99 engaged 11 75 10.8 68.9 117 100.0
100+ engaged 20 39 78 64.4 219 100.0
Per centage of wor kfor ce paid
£4.50 or less per hour
None 10 7.7 204 64.4 6.5 100.0
Lessthan 15 15 17 16.7 70.1 101 100.0
15 or more 50 138 264 535 13 100.0
Nationality
Irish 15 83 217 63.4 5.0 100.0
Foreign 32 54 86 588 239 100.0
All firms 16 8.2 211 63.2 5.9 100.0

The textilesclothing and hotelsbarsrestaurants sectors had reatively low
proportions reporting profits, but the latter had a high proportion saying they broke
even - it was the textilescdothing and banking/finance/busness sectors tha had
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relatively high proportions reporting losses Larger firms were more likey than
gndler ones to report subgantia  profits, and it was notable that firms with a
ggnificant proportion of low-paid employees in their work-force were less likey than
others to report profits and more likely to report losses.

Another particularly important aspect of firms, in conddering the impact the
minimum wage might have, is the importance of wage codts in ovedl operaing
codts. In the survey firms were thus asked to say approximately what percentage the
total wage bill comprised of the company’s tota operating costs. Table 3.6 shows that
across the sample as a whole this figure was 37% on average. Since the average can
be dgnificantly affected by outliers, the median — that is, the level above and below
which hdf of the sample fdls — is dso shown. Across the whole sample this is just
dightly below the mean, at 35%.

Table 3.6: Mean and Median of wages bill as a percentage of operating costs

Mean Median
Sector
Building and Contract 38.4 35.0
Manufacture Textiles and 35.1 33.0
Apparel
Other Manufacture 35.5 33.0
Retall 32.1 30.0
Wholesdle 36.5 33.3
Banking /Finance/ Business 439 50.0
Hotels/Restaurants/Bars 29.4 30.0
Personal and other Services 395 35.0
Size of firm
3orless 35.9 33.3
4-9 engaged 35.8 33.0
10-34 engaged 40.1 40.0
35-99 engaged 38.7 40.0
100+ engaged 41.0 37.0
Per centage of wor kfor ce paid
£4.50 or less per hour
None 37.3 35.0
Lessthan 15 38.2 39.0
15 or more 32.6 32.0
Nationality
Irish 36.5 34.0
Foreign 42.8 45.0
All firms 36.7 35.0
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Looking across the sectors, we see that the wage bill is a particularly high proportion
of tota operating costs in bulding and congruction, banking/financelbusiness, and
personal and other services. Even in those sectors, however, wages account for only
about two-fifths of total operating costs. Focusng on the median rather than the mean,
the mgor difference is between banking/financelbusness, with a particulaly high
figure, and dl other sectors. It is worth noting in particular that wages accounted for a
lower proportion of total operating costs in gmdler firms and in firms where a
ggnificant proportion of employees were low-pad — and this is true whether one

focuses on the mean or the median.

3.4 Firms’ Perceptions of Areas of Difficulty

Findly, respondents were given a lig of a range of difficulties that could face
a company, and asked to rank them in order of importance to their company at
present. The same question was asked in the 1998/99 survey, so the responses a the
two points in time — before and after the introduction of the minimum wage — can be
compared. Table 3.7 shows the pattern of responses, going from 1 which is the
highest rank/most important problem down to 7 which is the lowest rank/least
important, in the two surveys.

We see that in both surveys recruiting staff was the area by far the most often
identified as the mogt difficult, with dmost 40% of respondents selecting it. Basic
labour cogtswages was clearly the next-mogt often sdected as most difficult in
2000/2001, being sdlected as such by 23% compared with 18% in 1998/9. In both
surveys unfair competition and corporation taxes were dso sdected by sgnificant
numbers, but the percentage sdlecting employer's PRSI had declined by the later
survey. Indudria relaions were not seen as a serious difficulty compared with these
other aspects. Looking a the aspects that ranked as among the three most serious
difficulties shows very much the same picture. It is worth noting that 78% of firms in
the recent survey considered basic wages/labour costs to be among the three most
important difficulties, up from 64% in the previous survey.
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Table 3.7: Ranking assigned to seven possible difficultiesin terms of their importance as they face a company: Results from 1999 and 2001 surveys

1999 Survey

Rank Poor Industria Recruiting Staff Employer’s PRSI Basic Labour Unfair Corporation Taxes  Affordable Equity

Reations Costs/Wages competition and Working
Capital

% Cum. % % cum. % % cum. % % cum. % % cum. % % cum. % % cum. %
1 18 18 38.3 38.3 155 155 17.6 17.6 16.3 16.3 12.9 12.9 9.9 9.9
2 34 5.3 13.3 51.7 231 38.6 26.1 43.7 10.0 26.3 19.7 32.7 14.0 239
3 3.3 8.6 8.8 60.5 20.8 59.3 20.6 64.3 10.3 36.6 20.5 53.2 17.4 41.3
4 5.2 13.8 9.4 69.8 17.2 76.6 17.9 82.2 13.1 49.7 18.9 72.1 13.7 55.1
5 9.7 235 8.1 779 13.2 89.8 10.4 92.6 17.6 67.2 14.4 86.6 20.2 75.3
6 24.2 47.7 14.4 92.3 7.8 97.6 51 97.7 16.8 84.0 9.9 96.4 14.9 90.2
7 52.3 100.0 7.7 100.0 24 100.0 2.3 100.0 16.0 100.0 3.6 100.0 9.8 100.0

2001 Survey

Rank % Cum % % cum % % cum % % cum % % cum % % cum % % cum %
1 3.0 3.0 39.1 39.1 7.8 7.8 233 23.3 125 125 12.9 12.9 9.3 9.3
2 2.1 51 13.8 52.9 19.6 274 34.1 574 8.4 209 16.3 29.2 12.3 21.6
3 5.2 10.3 10.6 63.4 21.3 48.7 20.7 78.1 155 36.4 184 47.6 12.3 34.0
4 59 16.2 7.5 710 21.6 70.3 114 89.5 13.1 49.5 215 69.1 15.9 49.9
5 9.9 26.0 58 76.8 15.5 85.9 6.5 95.9 17.8 67.3 15.2 84.3 21.3 71.2
6 18.9 44.9 16.8 93.6 10.5 96.3 14 97.3 19.2 86.5 9.6 93.9 16.5 87.7
7 55.1 100.0 6.4 100.0 35 100.0 2.7 100.0 135 100.0 6.1 100.0 12.3 100.0
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3.5 Conclusions

In this chapter some key characterigics of the firms in the 2000/2001 survey,
and their perspectives on their own businesses, have been discussed. We highlight in
this concluding section some paticulaly important features of the reslts In
condgdering the potentid impact of the minimum weage, it is worth emphassng firg
that most firms in most sectors said they had no employees paid £4.50 or less per
hour; the only sectors where a subdantid number of firms had a dgnificant
proportion of their workforce at that pay level were textiles and clothing manufacture,
retalling, and hotdsbarsrestaurants. Furthermore, wage costs accounted for about
37% of totd operating cods on average, but for if anything less than that in firms with
aggnificant number of low-paid workers.

The congstent picture on trends over time was that most sectors and firms
were doing well, but that certain sectors and types of firm were doing less uniformly
wel or facing particular problems. Thus while overdl twice as many firms sad their
workforce had incressed as decreased, the latter was more common in textiles and
clothing. Staff turnover had increased in retal and persona services, and firms with
some low-pad employees were less likedy than others to say that volume had
increased. Textiles and clothes manufecturers and firms with a significant proportion
of low-paid employees were ds0 less likely than others to say they were making
profits.

When firms were asked what aspects of their operations they fet to be most
difficult, recruiting staff was by far the mogst frequently identified. Badc labour cods
were dso identified as important by a substantid proportion of firms, and this
proportion had risen since the previous survey in late 1998/early 1999. This highlights
once again the tightness of the labour market around the time the minimum wage was
introduced, a crucid condderation in the impact it is likely to have had on wages and
employment. In the next chapter we focus directly on the minimum weage, and on the
perceptions of firmsin the survey about its effects.
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Chapter 4
Perceptions of the Impact of the Minimum Wage

4.1 Introduction

In the survey of firms carried out in late 2000/early 2001 to inform assessment
of the impact of the introduction of the minimum wage, respondents were asked inter
alia a range of questions about their knowledge of the minimum wage and their own
perception of its effects As noted in Chapter 1, results from the survey of firms
caried out before the introduction of the minimum wage had indicated that athough
about three-quarters of respondents had heard about it, very few knew the details of
what was involved. They dso showed that a range of possible effects was anticipated
by firms. In this chapter responses from the new survey on the state of knowledge of
firms after the introduction of the minimum wage and on its perceved effects are
presented and their implications drawvn out, before turning in the following chapters to
how actud employment leveds and other feaures of the firms surveyed differed
between the two surveys.

4.2 Knowledge of the Minimum Wage

In focusng on knowledge and perceptions, respondents were first asked
amply whether they had heard about the introduction of the minimum wage. Teble
4.1 shows the percentages saying they had/had not, distinguishing across a number of
relevant dimensons. We see that overdl virtudly al the respondents sad they hed
indeed heard about the introduction of the minimum wage, with less than 1% saying
they had not. This may be contrasted with the 72% of firms who said they had heard
about the minimum wage in the survey prior to its introduction, in 1998/9. The only
sector where more than 1% of respondents said they had not heard about the
introduction of the minimum wage was building and congruction. All the firms who
actually employed someone on £4.50 or less per week said they knew about the

minimum wagge s introduction.
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Table 4.1: Firms classified according to whether or not they have heard about the
introduction of the minimum wage

Heard about the Minimum Wage?

Sector Yes No Tota
%

Building and Contract 97.2 2.8 100.0

Manufacture Textiles and 100.0 0.0 100.0

Apparel

Other Manufacture 99.5 0.5 100.0

Retall 99.3 0.7 100.0

Wholesale 100.0 0.0 100.0

Banking /Finance/ 99.8 0.2 100.0

Business

Hotels/Restaurants/Bars 100.0 0.0 100.0

Personnd and other 100.0 0.0 100.0

Services

Size of Firm

3orless 98.8 0.2 100.0

4-9 engaged 99.5 0.5 100.0

10-34 engaged 100.0 0.0 100.0

35-99 engaged 99.5 0.5 100.0

100+ engaged 100.0 0.0 100.0

Percentagepaid £4.50 or

less per hour

None 99.2 0.8 100.0

Less than 15% 100.0 0.0 100.0

15% or more 100.0 0.0 100.0

Owner ship

Irish 99.3 0.7 100.0

Foreign 100.0 0.0 100.0

All firms 994 0.6 100.0

Respondents were then asked when the minimum wage was introduced. Table 4.2
shows that one-quarter said that they did not know; this was more common in foreigh
than Irishowned firms, and in firms that had no or only a smdl proportion of
employees earning £4.50 or less than those who had a Sgnificant proportion of such
employees. About 60% of firms identified the correct date — that is, they sad it was
March, April or May 2000 (with April beng the actud date). The remaning 15%
gave a dat-dae dgnificantly before or after that. There was not a great ded of
variaion across sectors in the percentage who gave the correct date, athough larger
firms were dightly more likely to have done so.
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Table 4.2: Firms classified according to when they believe the minimum wage to have been

introduced
Dont 199or Jan/Feb Ma/May Jun/duly Aug/Dec Total
know earlier 2000 2000 2000 2000
%

Sector
Building and 35.4 0.9 0.0 54.1 8.5 11 100.0
Contract
Manufacture Textiles 16.8 4.0 2.0 69.5 0.0 7.7 100.0
Apparel
Other Manufacture 22.5 7.2 4.3 56.9 3.7 55 100.0
Retall 16.8 4.6 54 69.1 04 3.7 100.0
Wholesdle 37.6 8.8 21 47.0 2.1 2.3 100.0
Banking /Finance/ 211 52 1.3 61.9 5.0 55 100.0
Business
Hotel Restaurants/ 28.6 0.0 7.1 63.4 0.6 0.3 100.0
Bars
Personnel and other ~ 26.6 6.0 4.4 55.7 4.8 24 100.0
Services
Sizeof Firm
3orless 231 3.0 2.0 61.3 3.0 75 100.0
4-9 engaged 27.1 5.6 5.6 57.6 3.6 0.5 100.0
10-34 engaged 26.4 4.8 34 61.1 2.2 2.0 100.0
35-99 engaged 24.2 13 15 67.2 3.3 24 100.0
100+ engaged 19.6 1.9 29 733 1.6 0.8 100.0
Per centage of Staff
paid & 4.50 or less
per hour
None le £4.50 28.2 3.9 3.9 56.9 3.9 3.2 100.0
It 15% It4.50 21.2 17 1.3 73.3 0.5 2.0 100.0
15+% It£4.50 12.6 7.4 4.8 72.8 0.6 1.8 100.0
Ownership
Irish 24.9 4.2 4.0 60.8 3.2 3.0 100.0
Foreign 33.2 6.7 15 55.1 2.2 1.2 100.0
All firms 25.3 4.3 3.9 60.5 3.1 2.9 100.0

Respondents were then asked what was the basc hourly rate of pay for an
experienced adult worker under the minimum wage. Table 4.3 shows that about 29%

sad they did not know, with this percentage again being paticularly high in the

building and condruction sector and in firms with few or no employees a or under
£4.50 - and paticularly low in hotels, restaurants and bars. About 30% correctly
identified £4.40 as the rate, while a further 20% gave a figure between £4 and £4.50.
About 15% thought it was higher than £4.50, dthough again this was rare in firms

with sgnificant numbers of employees a or below that pay rate.
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Table 4.3: Firms classified according to their perceived level for minimum wage

Don't 3.00- 400- 440 441- 451- 501- 551 Tota
know 399 439 450 5.00 550 above
%

Sector
Building and Contract 40.0 3.2 0.4 19.8 150 152 6.3 0.2 100.C
Manufacture Textilesand 20.4 3.3 44.1 13.7 15.2 3.3 100.C
Apparel
Other Manufacture 28.5 0.5 3.3 37.6 17.7 8.2 1.3 29 100.C
Retail 313 11 4.3 345 164 10.6 15 0.2 100.C
Wholesdle 34.0 0.8 6.1 335 15.9 4.4 3.4 1.9 100.C
Banking /Finance/ 28.3 0.4 36.8 15.1 7.3 6.1 59 100.C
Business
Hotels/RestaurantyBars ~ 15.7 0.6 53.1 8.6 215 0.6 100.C
Personnel and other 27.9 2.3 6.9 26.6 28.7 51 25 100.C
Services
Size of Firm
3orless 33.6 1.0 47 26.1 19.2 8.2 4.8 24 100.C
4-9 engaged 28.8 1.3 1.6 36.2 153 136 2.2 1.0 100.C
10-34 engaged 27.4 1.7 34 36.2 185 7.8 4.0 1.0 100.C
35-99 engaged 26.3 15 45 431 16.7 51 1.2 15 100.C
100+ engaged 17.6 47 52.0 129 103 1.0 15 100.C
Per centage paid £4.500r
less per hour
None 32.2 0.7 3.2 28.3 176 125 3.8 1.8 100.C
L ess than 15% 29.9 15 1.2 52.2 10.3 2.4 1.6 0.7 100.C
15% or more 14.8 4.2 34 58.6 15.7 3.0 0.3 100.C
Ownership
Irish 29.7 1.3 3.2 343 165 104 3.2 15 100.C
Foreign 271 0.5 29.5 264 126 1.6 2.2 100.C
All firms 29.5 12 31 341 169 105 3.1 15 100.C

When asked about the reduced minimum rates of pay for young and
inexperienced workers under the minimum wage, Table 4.4 shows that about 18% of
respondents said they had never heard of these sub-minimum rates, and a further 76%
sad they had never avaled of them. While only 6% overdl sad they had avaled of
these sub-minimum rates, this percentage was consderably higher among large firms
and in cetan sectors (textiles and other manufacturing, hotels restaurants and bars).
Not surprigngly, it was dso much higher among firms with low-wage employees,

where 25-30% said they had availed of the sub-minimum rates

31



Table 4.4: Firms classified according to their use of sub-minimum rates

Ever availed of sub-minimum rates?

Yes No Never heard Tota
of
sub-
minimum
rates

Sector
Building and Contract 35 82.8 13.7 100.0
Manufacture Textiles and 155 72.7 11.8 100.0
Apparel
Other Manufacture 115 78.6 9.9 100.0
Retall 10.0 73.1 17.0 100.0
Wholesde 6.6 72.3 211 100.0
Banking /Finance/ 0.2 79.5 20.3 100.0
Business
Hotel sRestaurants/Bars 12.8 72.6 14.7 100.0
Personndd and  other 2.2 76.0 21.8 100.0
Services
Size of Firm 79.1 19.7 100.0
3orless 1.2 75.3 19.7 100.0
4-9 engaged 5.0 73.0 132 100.0
10-34 engaged 13.8 72.2 8.3 100.0
35-99 engaged 195 73.9 7.1 100.0
100+ engaged 19.0 76.1 17.7 100.0
Per centage paid £4.50 or
less per hour
None 1.3 79.7 19.0 100.0
Less than 15% 309 67.5 1.6 100.0
15% or more 25.2 57.9 16.9 100.0
Ownership
Irish 6.4 75.8 17.8 100.0
Foreign 3.6 817 14.7 100.0
All firms 6.2 76.1 17.7 100.0

Concentrating on the firms which sad they had avaled of the sub-minmum
rates, Table 4.5a shows that most (80%) had availed of the reduced rate for employees
under 18 years of age. About haf had availed of the reduced rate for employees aged
18 or over but in ther firs year of employment or classed as trainees, while about
one-quarter had availed of the corresponding rate for those in their second year of
employment. Table 4.5b shows that about 37% had only availed of the reduced rate
for under-18s and 11% had only availed of the reduced rate for trainees, while one-
fifth had avaled of dl four types of sub-minimum wages. Table 4.5¢ shows that about
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40% of these firms had applied more than one rate to the same employee since T.

April 2000, when the minimum wage was introduced.

Table 4.5a Firmswhich availed of the sub-minimumrates classified according to which rate
they had used

Availed of?
Yes No Total
%

Under 18 years of age 80.0 20.0 100.0
1* year employment + 47.2 52.8 100.0
over 18 years
2" year employment + 25.8 74.2 100.0
over 18 years
Trainee 18 years + 43.2 56.8 100.0

Table 4.5b: Firms which availed of the sub-minimum rates classified according to the
combination of rates which they had used

Availed of sub-minimum rate for

Under 18 years 1™ year emp/ 2" year emp/ Trainee 18 years  Per cent
over 18 years over 18 years
Yes No No No 374
Yes Yes Yes Yes 215
No No No Yes 11.3
Yes Yes No No 9.8
No Yes No No 8.8
Yes No No Yes 4.7
Yes Yes No Yes 2.9
Yes Yes Yes No 2.3
Other combinations 1.2
Tota 100.0

Note: Above tables relate only to firms which availed of sub-minimum rates

Table 4.5c: Firmswhich availed of the sub-minimumrates classified according to whether or
not they applied more than one rate to the same employee since April 1% 2000

Applied Different Sub- Yes No Totd
minimum rates to same
employee
%
41.0 59.0 100.0
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4.3 Perceived Impact of the Minimum Wage

Having probed their generd knowledge of the minimum wage, forms were then
asked directly for an assessment of its impact on them. They were first asked about
how many people in the company got an increase in their hourly rate as a direct result
of the minimum wage. Table 4.6a shows the didribution of responses, categorised by
the percentage of employees stated to have got such an increase. We see that about
85% of respondents said that no-one in their company had recelved an increase as a
direct result of the introduction of the minimum wage. This reached dmos 100% in
building and congruction. However, dmogs hdf the firms with employees paid £4.50
per hour or less said that some employees had received an increase as a direct result of
the minimum wage. In firms where a dgnificant proportion of employees were low
paid and there were such increases, very often a least 20% and in some instances
50% or more of al employeesin the company were affected.

Table 4.6b shows the mean percentage of the firm's employees sad to have
received an increase in their hourly rate as a direct result of the minimum wage. Over
dl firms this percentage was 6%, but was dmost 20% for firms with a dgnificant
proportion of low-paid employees. Table 4.6c shows the percentage of dl the
employees in each category said to have recaelved such an increase. We see that
amog 5% of dl employees are said by their employer to have received an incresse as
a direct result of the minimum wage, with this figure reeching 7% in textiles
manufacturing, 9% in hotdls, restaurants and bars and 12% in retailing. About 25% of
employees in firms where a sgnificant proportion of employees are low pad are sad
to have received such an increase.
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Table4.6a: Firmsclassified according to the percentage of their staff whomthey recorded as
having received an increase in hourly rate as a direct result of the introduction of the
minimum wage

Percentage of persons receiving an increase in hourly rate as a direct
result of minimum wage

None Lessthan 10%toLT 20toLT 50% or Tota

10% 20% 50% more
Sector %
Building and Contract  98.8 0.4 0.2 0.2 0.4 100.0
Manufacture Textiles 66.1 10.3 5.2 5.2 13.3 100.0
and Apparel
Other Manufacture 77.2 6.3 45 6.9 51 100.0
Retall 76.5 0.9 2.2 10.3 10.1 100.0
Wholesde 86.9 2.5 1.9 5.1 3.6 100.0
Banking /Finance/ 89.8 0.4 3.7 2.0 41 100.0
Business
Hotel s/Restaurants/ 76.3 2.0 14 17.8 25 100.0
Bars
Personndl and other 86.4 0.3 2.6 4.4 6.3 100.0
Services
Size of Firm
3orless 94.9 2.7 2.4 100.0
4-9 engaged 80.9 2.8 9.0 7.2 100.0
10-34 engaged 81.2 2.1 25 8.3 6.0 100.0
35-99 engaged 67.3 11.2 7.9 7.4 6.2 100.0
100+ engaged 76.5 6.2 35 10.1 3.7 100.0
Per centage of Staff
paid & 4.50 or less
per hour
None le £4.50 91.7 .8 1.5 2.4 3.6 100.0
It 15 1t4.50 54.7 8.3 12.6 23.7 .6 100.0
15+ It£4.50 53.7 1.2 2.8 25.7 16.6 100.0
Ownership
Irish 84.1 1.2 2.2 7.0 54 100.0
Foreign 91.2 1.0 3.2 16 3.0 100.0
All firms 84.5 1.2 2.2 6.8 53 100.0
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Table4.6b: Mean percentage of personsengaged in firmswho received an increasein hourly
rateasadirect result of the minimumwage (i.e. mean in each category of the per centage of
firm's employees receiving an increase in hourly rate)

Mean percentage Mean percentage

Sector Size of Firm
Building and Contract 0.5 3orless 2.3
Manufacture Textiles 13.6 4-9 engaged 8.0
and Apparel
Other Manufacture 6.1 10-34 engaged 8.0
Retall 10.2 35-99 engaged 8.1
Wholesdle 4.5 100+ engaged 6.3
Banking /Finance/ 3.8
Business
HotelgRestaurants/Bars 7.7 Per centage of staff

paid £4.50 or lessper

hour
Personnel and Other 6.1 None 35
Services

Lessthan 15 8.6
Ownership 15 or more 195
Irish 6.2
Foreign 34 All Firms 6.1

Table4.6 c Estimated per centage of per sons engaged who received anincreasein hourly rate
asadirect result of the minimumwage (i .e. estimated per centage of per sonsengaged in each
category who received an increase in hourly rate).

Estimated Estimated
percentage Percentage

Sector Sizeof Firm
Building and Contract 0.8 3orless 29
Manufacture Textiles 7.0 4-9 engaged 8.6
and Apparel
Other Manufacture 2.7 10-34 engaged 8.6
Retall 116 35-99 engaged 7.1
Wholesde 51 100+ engaged 25
Banking /Finance/ 2.4
Business
HotelgRestaurants/Bars 8.9 Per centage of staff

paid £4.50 or lessper

hour
Personnel and other 3.8 None 2.7
Services

Lessthan 15 4.2
Ownership 15 or more 24.7
Irish 5.7
Foreign 13 All Firms 4.7
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These percelved effects of the minimum wage on pay rates need to be
caefully contextualised. Firms were dso asked whether, in the light of trends in the
Irish labour market over the last year, they would have had to increase wage rates
anyway up to the minimum wage level. Table 4.7 shows that overdl, over 80% of dl
firms sad they would. The percentage saying that they would not have had to increase
pay rates anyway was rdatively high among certan sectors — textiles manufacturing,
retail and wholesdle, personned and other services — and in firms with a Sgnificant
proportion of low-paid employees, but even there was under 30%.

As wel as the pay of those directly affected by the minimum wage as
discussed in the prospective study an important issue about the impact of the
minimum wage is whether the pay of those above the minimum wage would be
affected due to pressure to restore differentids. Some firms in the pre-introduction
survey though this was likely, despite assurances from the trade union movement that
this would not serve as the badis for dams. In the post-introduction survey a question
asked what percentage of workers above the minimum wage received an increase in
hourly pay rates as a result of restoring pay differentias. The responses in Table 4.8
show that overdl aout 13% of firms sad that they did have to increase pay for some
employees above the minimum in order to restore pay differentids. This was most
likdy in firms in the textiles, manufacturing, retall and hotelsrestaurants/bars sectors
andin larger firms.

Respondents were then asked whether the minimum wage directly increased
their labour costs, or had no effect on labour costs. Table 4.9a shows that 16% said
that the minimum wage did directly increase their labour costs. This proportion was as
high as one-quarter in retailing and in hotels/barsrestaurants. Over 40% of firms with
a dgnificant proportion of low-wage employees sad tha the minimum weage had
directly incressed their labour cogts. Table 4.9b then shows that among the firms
which sad the minimum wage did directly increase labour codts, about hdf sad the
increase involved was less than 5 percentage points, and about one-quarter said that it
was more than 10 percentage points.
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Table 4.7: Firms classified according to whether or not they felt that, given trends of the last year in the Irish labour
mar ket, they would have had to increase wage rates up to the level of the minimum wage.

Wage rates increase anyway Wage rates increase anyway
Yes No Total Yes No Total
% %

Sector Sizeof Firm
Building and Contract 83.3 16.7 100.0 3orless 75.7 24.3 100.0
Manufacture Textilesand ~ 75.0 25.0 100.0 4-9 engaged 77.2 22.8 100.0
Apparel
Other Manufacture 834 16.6 100.0 10-34 engaged 88.8 11.2 100.0
Retall 715 285 100.0 35-99 engaged 90.6 9.4 100.0
Wholesdle 71.6 284 100.0 100+ engaged 88.6 114 100.0
Banking /Finance/ 98.1 19 100.0
Business
Hotels/RestaurantsBars ~ 97.6 24 100.0 Per centage of staff

paid £4.50 or less

per hour
Personnel and other 74.1 259 100.0 None 82.6 17.4 100.0
Services

Lessthan 15 94.3 5.7 100.0
Owner ship 15 or more 75.0 25.0 100.0
Irish 81.6 18.4 100.0
Foreign 61.3 28.7 100.0 All Firms 81.0 19.0 100.0
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Table 4.8: All firms classified according to whether or not they had to increase the hourly rates of higher-grade staff to
restore pay differentials

Increase rates of higher grade Increase rates of higher grade
staff staff
Yes No Total Yes No Total
% %
Sector Sizeof Firm
Building and Contract 5.3 94.7 100.0 3orless 5.3 94.7 100.0
Manufacture Textiles and 13.6 86.4  100.0 4-9 engaged 144 85.6 100.0
Apparel
Other Manufacture 14.7 853 1000 10-34 engaged 16.1 83.9 100.0
Retall 22.1 779  100.0 35-99 engaged 224 77.6 100.0
Wholesde 9.3 90.7  100.0 100+ engaged 255 74.5 100.0
Banking /Finance/ 6.7 93.3 100.0
Business
HotelRestaurants/Bars 15.2 848  100.0 Per centage of staff
paid £4.50 or less
per hour
Personnel and Other 9.8 90.2  100.0 None 8.0 92.0 100.0
Services
Lessthan 15 335 66.5 100.0
Owner ship 15 or more 30.8 69.2 100.0
Irish 12.9 87.1  100.0
Foreign 5.9 94.1 100.0 All Firms 12.6 874 100.0
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Table 4.9a Firms classified according to whether or not they think the introduction of the minimum wage directly
increased labour costs

Directly increased labour costs? Directly increased labour costs
Yes No Total Yes No Total
% %

Sector Size of Firm
Building and Contract 4.7 95.3 100.0 3orless 7.4 92.6 100.0
Manufacture Textiles and 35.8 64.2 100.0 4-9 engaged 16.7 83.3 100.0
Apparel
Other Manufacture 19.6 80.4  100.0 10-34 engaged 26.2 73.8 100.0
Retall 26.2 73.8  100.0 35-99 engaged 318 68.2 100.0
Wholesdle 16.7 83.3 100.0 100+ engaged 26.8 73.2 100.0
Banking /Finance/ 51 949 1000
Business
HotelRestaurants/Bars 24.2 758  100.0 Per centage of staff 8.9 91 100.0

paid £4.50 or less

per hour
Personnel and Other 139 86.1 100.0 None 8.9 91.1 100.0
Services

Lessthan 15 422 57.8 100.0
Owner ship 15 or more 47.3 52.7 100.0
Irish 16.4 83.6 100.0
Foreign 8.9 91.1  100.0 All Firms 16.1 83.9 100.0




Table 4.9b: Firmswhich felt the introduction of the minimumwage directly increased their
labour costs, classified by percentage increase

Percentage category Per cent of respondents
Lessthan 3 17.6
3LT5 317
5LT 10 26.7
10-Lt25 16.4
25 or more 7.6
Total 100.0

Having focused in some detall on the impact of the minimum wage on pay,
firms were then asked about the effect on employment levels. Specificdly, they were
asked to suppose the minimum wage had not been introduced: did they think they
would be employing more people today than they are, the same number, or fewer
people? Table 4.10a shows that 95% of respondents sad that they would be
employing the same number, and only 5% sad they would be employing more people
in the absence of the minimum wage. (No-one sad they would be employing fewer
people.) The proportion saying they would be employing more in the absence of the
minimum wage was highest in the textiles and clothing sector, and was dso above
average in hotdsrestaurant/bars. Among firms with a dgnificant proportion of low-
paid employees, it reached 16%.

Table 4.10b then shows the responses to the follow-up question, which asked
those who sad employment would be higher in the absence of the minimum wage
how many more they would be employing. We see that the responses indicate that
total rumbers employed would be about 5,000 higher. (This figure, like the other ones
in the table, is grossed up to the population tota implied by the responses of the
sample). A dgnificant proportion of that totd is in the retal sector, about hdf is in
firms with less than 10 employees, and dmog dl is in Irish rather than foreign-owned
firms. About hdf the totd is in firms where a sgnificant proportion of the workforce
are pad £4.50 or less. Mot of the other hdf is in firms who currently employ no-one
under that figure, however, which may suggest that the totd is if anything an over-
esimate.

Firms were then asked about whether the introduction of the minimum wage
affected thelir operations across a variety of dimensons. The results are shown in
Table4.11 and 4.12.
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Table 4.10a Firms classified according to whether or not they feel that, in the absence of the minimum wage, they would be employing more, the same
number or fewer persons today

Perception of numbers employed in absence of Perception of numbers employed in absence of
minimum wage minimum wage
More Same Less Total More Same Less Total
% %
Sector Size of firm
Building and 0.2 99.8 0.0 100.0 3orless 39 96.1 0.0 100.0
Contract
Manufacture 127 87.3 0.0 100.0 4-9 engaged 55 94.5 0.0 100.0
Textilesand
Apparel
Other Manufacture 2.8 97.2 0.0 100.0 10-34 engaged 6.5 93.5 0.0 100.0
Retall 6.3 93.7 0.0 100.0 35-99 engaged 8.1 91.9 0.0 100.0
Wholesde 6.3 93.7 0.0 100.0 100+ engaged 5.2 94.8 0.0 100.0
Banking /Finance/ 5.7 94.3 0.0 100.0
Business
Hotels/Restaurants 8.9 911 0.0 100.0 Per centage of
/Bars staff paid £4.50
or less per hour
Personnel and ther 4.3 95.7 0.0 100.0 None 3.0 97.0 0.0 100.0
Services
Lessthan 15 8.4 91.6 0.0 100.0

Ownership 15 or more 16.2 83.8 0.0 100.0
Irish 54 94.6 0.0 100.0
Foreign 3.0 97.0 0.0 100.0 All Firms 5.3 94.7 0.0 100.0
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Table 4.10b: Estimated numbers of additional persons who would be employed today in the absence of
minimum wage legislation

Edt. of Percentage Edt. of Percentage of

additiond  of current additiona current

employees employees employees employees
Sector Sizeof firm
Building and 0.0 3orless 900 15
Contract
Manufacture 100 0.0 4-9 engaged 2400 1.0
Textilesand
Apparel
Other Manufacture 400 0.0 10-34 engaged 700 0.7
Retall 1700 0.0 35-99 engaged 900 0.6
Wholesdle 400 0.0 100+ engaged 400 0.1
Banking /Finance/ 1000 0.0
Business
Hotel Restaurants 1000 0.0 Per centage of
/Bars staff paid £4.50

or lessper hour
Personnel and 700 0.0 None 2400 0.2
Other Services
Lessthan 15 300 0.3

Owner ship 15 or more 2600 2.3
Irish 5100 0.5
Foreign 200 0.1 All Firms 5300 04




Table 4.11: Firms classified according to their perceptions of the impact of the minimum wage on a series of operational and related aspects of their
business

Perceived effect of  Building Manuf. Other Retall Wholesde Banking/ Hotel/ Personnel  Total
minimum wage and Textiles  manufacture Finance/Bu  Restaurants and other
Congtruction  and siness / Bars services
Apparel services

Changed Pay and
Benefits structure

Significant 0.8 5.2 4.9 5.0 33 2.0 7.8 29 37
Sight 0.6 17.0 10.3 9.5 8.5 11.9 27.3 13.7 11.7
None 98.6 77.9 84.8 85.6 88.2 86.0 64.9 83.4 84.6
Changed Work

Organisation

Significant 0.2 3.3 18. 21 1.0 2.0 0.3 1.0
Sight 0.6 8.5 3.2 6.7 75 9.5 175 6.4 7.7
None 99.2 88.2 94.9 91.2 91.5 90.5 80.6 93.2 91.3
Reduction of

Working Hours

Significant 0.2 0.5 12 0.6 0.3 0.5
Sight 04 3.3 2.7 7.6 3.6 6.0 30.2 6.1 8.4
None 99.4 96.7 96.8 91.2 96.4 94.0 69.3 93.6 91.1
More inexperi-

enced staff

Significant 0.2 0.9 14 0.8 0.3 0.6
Sight 0.8 5.2 4.3 53 75 6.3 30.6 10.0 9.1
None 99.0 94.8 94.7 93.3 925 93.7 68.5 89.7 90.3
Increased Prices

Significant 04 6.7 3.2 14 17 0.4 2.2 4.5 1.8
Sight 1.6 15.2 10.6 15.2 13.6 8.0 46.2 10.3 14.9
None 98.0 78.1 86.1 834 84.8 91.6 51.5 85.2 83.2



Table4.11(cont.): Firmsclassified according to perceptions of theimpact of the minimumwage on a series of operational and related aspects

Reduced Profits

Significant 0.4 5.2 39 3.8 18 0.2 2.2 2.2 2.1
Sight 2.2 21.8 12.8 19.3 12.7 12.1 41.0 115 16.3
None 974 73.0 83.3 76.9 85.5 87.7 56.8 86.3 81.6
Reduced Expend.

on Training

Significant 0.5 2.0 0.6 0.6
Sight 0.6 6.7 34 29 4.3 6.1 14.7 6.2 54
None 994 93.3 96.0 95.1 95.7 93.9 84.7 93.8 94.0
Tightened Control

on Labour

Significant 0.2 6.7 4.7 4.1 2.6 0.4 34 0.9 2.2
Sight 1.0 13.6 74 9.6 8.5 6.3 18.6 8.5 8.6
None 98.8 79.7 87.9 86.3 88.9 93.3 78.0 90.6 89.2

Increase Training
and Development

Sgnificant 0.4 2.2 0.4 2.5 0.4 2.0 2.3 1.2
Sight 0.2 6.7 5.4 6.3 5.1 6.1 254 6.5 7.8
None 99.4 93.3 924 93.3 925 935 72.7 91.2 91.0

Increasein Tech-
nology/Machinery

Significant 04 5.2 3.8 0.5 17 0.6 0.6 2.0 1.0
Sight 0.6 118 5.3 6.5 59 6.7 15.8 6.2 6.8
None 99.0 83.0 91.0 93.0 925 92.7 83.6 91.8 92.2
Quality of Service/

Product

Significant 0.4 0.5 19 0.8 0.2 0.8 14 1.0
Sight 0.6 13.6 7.0 7.8 6.7 6.9 175 6.8 7.7
None 99.0 86.4 924 90.2 92.5 92.9 81.7 91.8 91.3
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We s¢ in Table 4.11 tha very few respondents felt that the minimum wage
had a dgnificat effect on their operations in terms of the way work is organised,
working hours, use of less experienced dtaff, increased prices for their products, profit
levels, reducing expenditure on training and development of employees, monitoring
of employees, increesng spending on training, use of technology or mechinery, and
improving the qudity of service About 4% did say that there was a dgnificant impact
on workers pay and benefits structures, for example overtime or pay supplements. A
condderably larger percentage sad that the minimum wage had a dight effect across
these various dimensons, with the highest proportions giving that response tending to
be in the textiles and clothing and particularly in the hotdsrestaurantsbars sectors.
Table 4.12 shows that the greatest percelved effects across these dimensons were in
firms a either end of the scae spectrum - with either 39 employees or 100 or more

employees.
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Table 4.12: Firms perceptions of the effects of the minimum wage classified by size

Perceived effect of minimum 3 orless 4-9 10-34 35-99 100+ Total
wage engaged  engaged engaged engaged
Pay/Benefits Structure

Significant 0.7 4.8 5.6 7.0 6.4 3.7
Sight 3.6 16.0 10.7 16.8 20.8 11.7
None 95.7 79.2 83.6 76.1 72.8 84.6
Changed Work

Organisation

Significant 0.7 0.7 2.4 2.6 2.3 1.0
Sight 2.3 10.6 7.7 10.1 13.0 7.7
None 97.1 88.7 90.0 87.4 84.7 91.3
Reduction of Working

Hours

Significant 0 0.5 1.3 1.2 1.3 0.5
Sight 1.6 14.0 59 59 104 8.4
None 98.4 85.6 92.7 92.9 88.2 911
More Inexperienced staff

Significant 0 04 0.9 29 2.6 0.6
Sight 2.6 13.0 9.7 8.4 154 9.1
None 97.4 86.5 89.3 88.8 82.0 90.3
Increased Prices

Significant 1.6 0.6 34 5.8 6.5 18
Sight 4.4 21.9 17.1 13.7 17.3 14.9
None 94.0 775 79.5 80.5 76.2 83.2
Reduced Profits

Significant 0 2.0 35 8.2 5.0 2.1
Sight 6.5 222 17.8 19.0 21.1 16.3
None 935 75.8 78.6 72.8 739 81.6
Reduced Expend. on

Training

Significant 0 0.8 0.6 24 0 0.6
Sight 1.6 79 6.1 6.4 4.1 5.4
None 98.4 91.2 93.3 91.2 95.9 A.0
Tightened Control

on Labour

Significant 0.6 15 4.2 8.1 7.3 2.2
Sight 2.8 10.9 10.7 14.4 14.8 8.6
None 96.6 87.6 85.0 775 779 89.2
Increase Training and

Development

Significant 1.0 0 4.2 4.7 25 12
Sight 0.7 11.9 6.0 12.9 14.1 7.8
None 98.4 88.1 89.8 824 834 91.0
Increase Techn

ology/M achinery

Significant 0.0 0.6 3.1 4.8 2.2 1.0
Sight 14 9.6 8.1 8.1 12.3 6.8
None 98.6 89.8 88.8 87.1 85.5 92.2
Quality of Service/ Product

Significant 0 14 19 17 13 10
Sight 3.2 9.3 8.4 14.5 12.0 7.7
None 96.8 89.3 89.7 83.8 86.7 91.3

47



Firms were then asked about the impact of the minimum wage on aspects of
their busness such as morade, productivity, retraining, subcontracting, turnover and
industrid relaions. We see in Table 4.13 that mogt firms said in each ingtance that the
minimum wage hed no effect in any of these areas Among the minority who sad
there was some effect, most felt that morde had improved, productivity head
increased, and indudtriad rdations had improved. The most even divide was in the
case of gaff turnover, where only 8% felt the minimum wage had an impact but 3%
then said it had decreased and 5% that it had increased. Table 4.14 shows that when
firms are categorised by Sze, effects across these dimensions were perceived more
often in larger than in smdler firms,
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Table 4.13: Firms classified according to their perceptions on the direction of effect of the minimumwage on a number of areas of business, by sector

Effect of minimum wage on

Buildng&  Manf/ Textile Other Manuf. Retall Wholesde Prop/Rent/  HotelsRest/  Pers & Other Tota
Constr. & Apparel & Prod. Bus. Serv. Bar Servs.

Staff Morale
Decrease 0.4 1.8 0.9 2.0 1.6 0.5 0.8
No effect 96.1 81.0 88.2 82.4 87.6 97.0 72.1 89.4 87.4
Increase 35 17.2 10.9 15.6 10.7 3.0 27.9 10.1 11.8
Productivity
Decrease 0.4 1.6 0.9 0.8 0.3 0.3 0.5
No effect 95.9 83.0 92.0 88.2 94.3 97.8 88.6 94.7 92.8
Increase 37 17.0 6.3 10.8 4.9 2.2 11.1 5.0 6.7
StaffRetraining
/upgrading
Decrease 0.2 0.9 1.6 0.2 0.6 0.3 0.6
No effect 99.6 93.3 93.1 92.7 92.5 97.8 94.1 96.2 95.3
Increase 0.2 6.7 6.9 6.3 5.8 2.1 53 35 4.1
Subcontracting
Decrease 0.4 0.7 0.8 0.3 1.0 0.4
No effect 99.0 93.1 95.6 95.5 96.6 975 97.5 99.0 97.3
Increase 0.6 6.9 3.6 45 2.6 25 2.2 2.4
Staff turnover
Decrease 3.1 1.3 1.7 1.6 16.3 1.0 34
No effect 96.3 86.4 92.7 92.9 92.5 97.0 73.7 95.8 92.0
Increase 0.6 13.6 6.0 5.4 5.8 3.0 10.0 3.2 47
Industrial relations
Decrease 3.1 51 11 0.9 0.8 0.6 0.3 0.9
No effect 96.5 879 95.1 95.2 94.2 97.9 97.2 97.4 96.3
Increase 0.4 6.9 3.8 39 50 2.1 2.2 2.3 2.7
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Table 4.14: Firms classified according to their perceptions on the direction of effect of the minimum wage on a number of areas of business, by size

3orless 2-9 engaged 10-34 engaged 35-99 engaged 100+ engaged Total
Staff Morale
Decrease 0.6 0.4 1.7 29 2.1 0.8
No effect 94.7 85.3 82.3 75.69 84.1 87.4
Increase 47 14.3 16.0 214 13.8 11.8
Productivity
Decrease 0.6 1.9 15 0.8 0.5
No effect 96.2 91.9 89.2 88.2 92.3 92.8
Increase 3.2 8.1 8.8 10.3 6.9 6.7
Retraining and
upgrading of the
staff
Decrease 0.4 2.0 19 1.3 0.6
No effect 97.4 96.8 90.7 86.0 88.8 95.3
Increase 2.6 2.8 7.3 12.1 9.8 41
Amount of
subcontracting
Decrease 0.0 2.3 0.4 1.6 0.4
No effect 98.3 98.0 93.9 95.2 92.7 97.3
Increase 1.7 1.9 3.9 4.4 5.7 2.4
Staff turnover
Decrease 55 1.7 41 8.8 3.3
No effect 99.0 89.8 89.0 86.2 79.3 92.0
Increase 1.0 47 9.3 9.8 11.9 4.7
Industrial
relations
Decrease 1.3 1.3 2.2 1.3 0.9
No effect 97.8 96.9 94.0 935 89.1 96.3
Increase 2.2 1.8 4.7 4.3 9.6 2.7
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Findly, firms were asked about sources by which they receved information
about the minimum wage. We see in Table 4.15 that about three-quarters said they
had got information about the minimum wage from tdevison advertisng, and the
same proportion had done so from newspaper advertissments. About two-thirds had
receved information from radio advertisng, and hdf had done so from information
leeflets or booklets.  About one-third had received information from employers
organizations, and 44% had received information from the Depatment of Enterprise,
Trade and Employment.

Table 4.15: Firmsclassified according to whether or not they have received information on
the minimum wage from a number of sources

Source %

Yes No Total
TV Advertisement 73.3 26.7 100.0
Radio Advertisement 66.6 334 100.0
Newspaper Advertisement 74.0 26.0 100.0
Information |eaflets/booklets 45.9 54.1 100.0
Employees 125 87.5 100.0
Employer/Business Organisation 35.0 65.0 100.0
Department of Enterprise, Trade 44.0 56.0 1000.0
and Employment
Other Source 9.5 90.9 100.0

4.4 Conclusions

In this chapter we have presented the responses of firms in the recent survey to
questions about ther knowledge of the minimum wage and ther perception of its
efects While virtudly dl had head about the minimum wage, Sgnificant
proportions did not know exactly when it had been introduced or the exact levd a
which it was st. Overdl only a smdl minority hed avalled of the reduced rates
payable for young/inexperienced workers, though about one-quarter of firms with
employees paid £4.50 or less per hour had done so — most often, the reduced rate for
those under 18 years of age.

About 85% of firms sad none of their employees had recelved an increase in
pay as a direct result of the minimum wage. However, dmogs hdf the firms with
employees paid £4.50 or less said some employees had recelved such an increase.
Overdl, aout 5% of employees were sad to have received such an increase; in
textiles and cothing, retalling and hoteSrestaurants/bars that figure was in the 7-12%
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range. About 13% of firms sad that they had to increase pay rates for some
employees above the minimum wage to restore differentids.

However, over 80% of firms sad that, in the light of trends in the Irish labour
market, they would have had to increase wage rates anyway up to the minimum wage
level. Correspondingly, only 16% of firms sad that the minimum wage directly
increased their labour costs, and for hdf of these the increase was less than 5
percentage points.

When asked about the impact on employment, only 5% of respondents (16%
in firms with ggnificant numbers of lowpad employees) sad they would be
employing more people today in the absence of the minimum wage. This additiona
employment would represent an extra 5000 employees across dl firms in the
population. However, dmogt hdf of this totd was in firms which did not actudly
employ anyone paid £4.50 or less. This, and the extent of the general pressure on
wage levels, suggests tha the figure of 5000 extra jobs is if anything an over-
estimate.
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Chapter 5
Changesin Employment Structur es Between the Two

Surveys

5.1 Introduction

Up to this point in the report our focus has been primarily on the busness
enterprise, its characteristics and its perceptions of the impact of the minimum wage
on employment levels etc. In this chapter we now change the emphasis somewhat
from the enterprise per se to a consderation of employment structures and changes in
those sructures over the period 1999 to 2001 — i.e. between the first and second
rounds of the survey.

The objective of the chepter is to present a profile of employees according to
their basc hourly pay rate and how this varies between full-time and part-time geff;
maes and femdes, indudria sector; and age cohort.  The main focus throughout the
chapter rests on the important IRE4.50 per hour basic pay threshold. Although the
emphasis is on the employee profile as depicted by the 2001 survey we dso provide
comparative figures throughout in respect of the preminimum wege Studion as
captured in the first round of the survey at the end of 199934

The chapter is divided into four subsequent sections. In Section 52 we
congder the current dructure of employment in terms of occupation grades or
caegories as wel as full-time/part-time status, gender; age cohort. The objective of
the discussion in that section is to contextudise subsequent analysis — especidly that
in regpect of breskdowns in terms of hourly wage rates. In Section 5.3 we consider
how the workforce can be broken down in terms of basic pay scdes. Consderation is
given to gender and age differentids.  Section 5.4 briefly outlines the breskdown of
sub-minimum wage daff according to occupation dso sub-minima wage category.
Findly, Section 55 provides a brief summary of the man findings presented in the
chapter.

3 The reader should note that in this chapter we present the data from the two rounds of the survey as
two independent cross-sections, in contrast to the longitudinal analysis presented in Chapter 6 below.

* In deriving the employment distributions presented in this chapter we used the employment-based
weight described in Section 2.6 above. This essentially treats each enterprise as a cluster of employees
and assigns to each aweight in proportion to the breakdown of its workforce.
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5.2 Employment Structure

In this section we congder the Structure of employment as presented by the
2001 survey in terms of occupation grade; full-time/part-time status, gender; and age

cohort.

Occupational Grade

In the course of the survey respondents were asked to provide a breakdown of
full-time and part-time gaff into the following set of occupationd grades.

OCCUPATIONAL CATEGORIES

1.Manager SProprietors
(e.g production; marketing; purchasing; & computer systems managers)

2.Engineering/Science/Computer/Other Professionals

(eg. acvil, chemicd, dectricd, dectronic engineers, physcids chemids,
technologists, graduate software staff, architects, accountants, solicitors)
3.Engineering/Science and Computer  TechniciangOther  Associate
Professionals (including Computer Technical Staff)

(eg. dectricd, dectronic, production, plagtics, insrumentation technicians,
laboratory, plagtics technicians, sysems andysls, computer programmers,
technica support; computer technicians)

4.Clerical/Secretarial
(eg. teebusness operators, computer operators, clerica  supervisors,
telephonists, typists)

5.Skilled Maintenance and Skilled Production
(e.g. dectricians, fitters, eectronic workers, welders, printers, carpenters)

6.Production Operatives
(eg. millers, bakers, dyers, bleachers, machinists, paper makers, plastics
workers)

7.Transport and Communications
(e.g. drivers, couriers, messengers)

8. Sales
(e.g. shop assgtants, saes representatives)

9.Personal Services
(e.g. catering workers, domestic servants and cleaners, laundry workers)

10.Labourers(incl. security) etc.
(eg. dock labourers, other unskilled labourers, caretakers, watchmen, security
guards)
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There is dealy some dement of subjective sdf-definition on the part of the
respondent in the dlocation of higher employees to these categories. This was kept to
a minimum, however, by having the questionnaire administered by interviewers rather
then filled out on a sdf-completion bass A man diginction in terms of skill content
and functiondity of the occupation is made between certan grades. This is
paticularly true in respect of the professond grades in Category 2 and their more
technicaly oriented or Associate Professona counterparts of Category 3. Table 5.1a
provides detaills on the structure of employment in 2001, according to sector and
occupationd category. The top section of the table is in respect of full-time g&ff; the
middle section is in respect of part-time daff and the bottom section in respect of dl
gaff (full-time and part-time).

The table shows that, for example, in 2001 a total of 13 percent of al persons
employed were classfied as Managerdproprietors, a further 17 percent as
Engineering/Science/Computer/Other  Professonds;, 5  percent as  Engineering,
Science, Computer Technicians, Other Associate Professonds and so on.  The
digribution of occupational categories within sector is much as one would expect.
One can see a concentration of Skilled Maintenance/Skilled Production workers
(electricians, fitters, welders, carpenters efc.) as wel as Labourers in the Building and
Condruction sector. Production Operatives predominate in Manufacturing; sdes
personne in the Retall sector; Persond Services (catering, domestics, cleaners and
laundry workers) in the Hotel/Restaurant/Bar sector and so on.

Also included in the table are the rdlevant figures in respect of the Stuation a
the end of 1999. The bottom row in Table 5.1a shows the digtribution in respect of al
workers in aggregate (full-time and part-time) as depicted in the first round of the
survey (in 1999). Although it is clear that there are some differences in the
digributions between the two observaions these differences are rdatively smdl in dl
cases. For example, Managers/Proprietors accounted for an estimated 13.5 percent of
persons employed in the 2001 survey compared with 15.7 percent in the earlier round,
Engineering/Science/Computer/Other  Professionals accounted for 7.0 percent in 2001
compared with an estimated 6.2 percent in 1999. These differences are well within the
range one would expect from two cross-sectiond samples. In genera, comparison of
the 1999 and 2001 figures shows that there has been no change in the occupationa
Sructure of relevant private sector employment over the period.
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Table 5.1a: Structure of Employment and Occupational Grade in 2001

FULL TIME _MAN/PRO__ENG/SCI ENG/TECH CLER/ISEC _ SKIL MAIN_ PROD OP __ TPORT CO _ SALES PERSERV _ LABETC _ TOTAL TOTAL N
BLD/CON 147 75 23 55 372 4.0 35 12 0.1 239 100.0 139,700
MANF 7.8 12 15 5.8 11.3 60.1 0.5 5.4 4.4 1.9 100.0 13,100
OTHER 7.7 6.7 5.7 75 135 47.3 25 3.9 03 4.9 100.0 268,800
RETAIL 26.4 13 13 9.7 9.2 14 1.9 428 2.8 3.2 100.0 126,300
WHOLES 205 2.9 35 18.8 7.3 14.1 6.3 19.9 03 6.4 100.0 47,700
PROP/R 19.1 19.9 135 19.2 6.2 5.6 3.7 37 0.2 9.0 100.0 200,100
HOTEL 195 0.9 0.4 7.9 2.0 6.7 0.5 5.3 53.7 3.1 100.0 69,900
PERS & 13.0 6.6 3.6 16.3 9.2 2.7 24.6 7.6 6.7 9.7 100.0 182,500
Tota 2001 15.4 8.0 5.3 11.8 12.9 16.2 6.7 9.7 5.3 8.8 100.0 1,048,100
Total 1999 18.1 7.0 4.4 143 115 183 6.3 9.6 5.0 55 100.0

PART TIME

BLD/CON 0.0 0.0 03 19.7 36.5 138 0.0 0.0 0.5 29.2 100.0 5,300
MANF 0.3 0.3 0.0 7.6 45 29.1 0.7 25.0 30.7 17 100.0 1,800
OTHER 0.8 1.4 12 7.4 3.9 66.0 2.0 7.6 3.1 6.8 100.0 15,700
RETAIL 1.8 03 1.0 5.3 0.4 16 0.6 775 4.4 7.1 100.0 64,500
WHOLES 2.2 1.8 0.2 24.9 3.4 12.0 5.9 11.4 3.9 343 100.0 4,800
PROP/R 6.6 4.7 7.5 423 0.7 0.2 8.1 183 37 8.0 100.0 16,200
HOTEL 3.2 0.0 0.2 0.7 1.4 1.2 0.0 2.6 85.7 5.0 100.0 40,100
PERS & 22 17 08 34.1 11 3.2 8.3 8.7 36.8 3.2 100.0 26,100
Tota 2001 2.5 1.0 13 13.2 2.3 8.4 2.6 335 27.9 7.4 100.0 174,500
Total 1999 1.9 1.4 05 9.8 23 10.0 3.6 35.2 26.0 95 100.0

ALL

BLD/CON 14.2 7.2 23 6.0 37.1 4.4 3.4 1.2 0.1 24.1 100.0 145,000
MANF 6.9 11 13 6.1 105 56.3 0.5 7.8 7.6 1.8 100.0 14,900
OTHER 7.3 6.4 5.4 75 12.9 48.3 25 4.1 05 5.0 100.0 284,500
RETAIL 18.1 1.0 12 8.2 6.2 15 15 54.5 3.4 45 100.0 190,800
WHOLES 18.8 2.8 3.2 193 6.9 13.9 6.2 19.1 0.6 9.0 100.0 52,500
PROP/R 18.2 18.8 13.0 21.0 5.7 5.2 4.0 48 0.5 8.9 100.0 216,300
HOTEL 136 0.6 03 53 1.8 4.7 0.3 4.3 65.4 3.8 100.0 110,000
PERS & 11.6 6.0 33 18.5 8.2 2.7 22.6 7.7 10.5 8.9 100.0 208,600
Tota 2001 135 7.0 4.8 12.0 11.4 15.1 6.1 13.1 8.5 8.6 100.0 1,222,600
Tota 1999 15.7 6.2 38 13.7 10.1 17.1 5.9 133 8.1 6.1 100.0
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Table 5.1b: Sructure of Employment Classified by Sze of Enterprise and Occupational Grade

MAN/PR  ENG/SCI ENGTEC CLER/SEC SKIL MAI PRODOP TPORTC SALES PER SER LAB ETC TOTAL TOTAL N

o)
Full time

3or less 57.6 2.9 0.6 8.4 9.0 17 3.7 12.3 24 1.4 100.0 51,500
4-9 emp 29.9 4.2 3.0 12.4 13.6 4.6 6.1 14.0 4.8 7.3 100.0 183,500
10-34 emp 16.8 7.9 4.2 13.3 18.6 14.0 7.3 8.6 2.7 6.8 100.0 78,900
3599emp 115 8.3 40 124 19.6 16.8 36 9.8 1.9 12.2 100.0 143,100
100 + 7.9 9.6 6.9 115 10.6 21.2 7.7 8.2 6.9 9.3 100.0 591,100
TOT 2001 15.4 8.0 53 11.8 12.9 16.2 6.7 9.7 5.3 8.8 100.0 1,048,100
TOT 1999 18.1 7.0 4.4 14.3 11.5 18.3 6.3 9.6 50 55 100.0

Part time

3orless 11.0 7.2 0.0 15.9 3.1 52 0.0 41.2 16.4 0.0 100.0 8,900

4-9 emp 5.0 1.0 3.2 17.7 38 3.0 48 27.9 26.2 75 100.0 46,100
10-34 emp 2.4 1.2 4.2 15.1 8.0 9.5 0.9 31.7 10.4 16.6 100.0 11,200
35-99 emp 0.5 1.1 0.2 6.2 2.4 17.9 54 36.1 16.9 13.3 100.0 19,200
100+ 0.8 0.3 0.4 11..8 0.7 9.3 1.3 35.3 345 5.8 100.0 89,100
TOT2001 25 1.0 1.3 13.2 23 8.4 26 335 27.9 74 100.0 174,500
TOT1999 1.9 1.4 05 9.8 2.3 10.0 36 352 26.0 9.5 100.0

All

3or less 50.7 35 05 95 8.1 22 31 16.6 45 1.2 100.0 60,400
4-9 emp 249 3.6 3.1 135 11.6 4.3 59 16.8 9.1 7.4 100.0 229,600
10-34emp 150 7.1 42 135 17.3 134 6.5 11.4 37 8.0 100.0 90,200
3599emp  10.2 74 36 11.7 17.6 16.9 38 12.9 36 12.3 100.0 162,300
100+ emp 7.0 8.4 6.1 11.6 9.3 19.6 6.9 11.8 10.5 8.8 100.0 680,100
TOT 2001 135 7.0 4.8 12.0 11.4 15.1 6.1 13.1 8.5 8.6 100.0 1,222,600
TOT1999 157 6.2 38 13.7 10.0 17.1 5.9 13.3 8.1 6.1 100.0
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Table 5.1b presents comparable details in respect of occupationa grade
classfied according to sze of firm (number of persons engaged). It is clear from the
table that, as one would expect, there is a much higher propensty among smdler
firms to dassfy persons into the Manageria/Proprietor category. For example, as
many as 51 percent of persons in the smdlest category of firms are classfied in the
Managerid/Proprietor category. Thisfigurefdlsas Sze of firm increases.

Full-Time/Part-Time Satus; Gender: Age

Tables 5.2a and 5.2b present a breskdown of persons engaged in each sector in
both 2001 and 1999 classified according to full-time/part-time status, gender; and age
cohort. By comparing the structures in both years one can identify any changes in the
profile of workers subsequent to the introduction of Minimum Wage legidation. The
type of rdevant issues which one might identify, for example, would be whether or
not full-time daff are being displaced by part-time daff or whether larger proportions
of younger workers who would perhgps not be subject to sub-minimum raes are
being employed in preference to their older counterparts.

Table 5.2a presents detals on the structure of employment according to gender
and full-time/part-time datus. From the bottom two rows of the table one can see that
in 2001 a totd of just under 86 percent of persons engaged were employed on a full-
time bass. The comparable figure in 1999 was dightly over 85 percent. This clearly
indicates a gdtuation of no change in tarms of the full-time/part-time breskdown of
ovedl employment. This pogtion is dso dealy reflected throughout dmost dl
sectord  breskdowns.  Only in retail and wholesde sectors does one see any
gopreciable difference in the full-time/part-time breakdown between 1999 and 2001.
In regard to the wholesdle sector the percentage of full-time staff shows an increase of
6.5 percentage points from 84.3 percent in 1999 (on a base of an estimated 44,600
persons engaged) to 90.8 percent in 2001 (on a base of 52,500 persons). The change
in the retall sector went in the oppogte direction with full-time staff accounting for 74
percent of personsin 1999, faling to just over 66 percent in 2001.

Table 5.2a aso presents information on the gender breskdown within each
sector (dso on a full-time/part-time basis). The bottom two rows of the table indicate
that there is remarkable consstency at an aggregate level in regard to the combined
gender and full-time/part-time status clarification over the study period.
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Table 5.2a: Structure of Employment by Sector Classified According to Full-time/Part-time Status and Gender

All Persons Male Female
Full Part Total Full Part Full Part Total Total N
Time Time Time Time Time Time
Percent Percent
Building Construction 2001 96.4 3.6 100 89.9 2.9 6.4 0.7 100 145,000
1999 96.5 3.5 100 85.5 1.7 11.0 1.8 100 66,500
Textiles & Apparel 2001 87.9 12.1 100 47.0 0.9 40.9 11.2 100 14,900
1999 90.5 9.5 100 42.6 0.9 47.9 8.6 100 17,900
Other Manufacture 2001 94.5 55 100 61.4 2 33.0 3.5 100 284,500
1999 94.2 5.8 100 63.4 3.2 30.7 2.7 100 223,500
Retail 2001 66.2 33.8 100 34.5 8.0 31.2 26.3 100 190,800
1999 74.0 26.0 100 445 9.7 29.4 16.4 100 147,800
Wholesale 2001 90.8 9.2 100 64.9 49 25.9 4.3 100 52,500
1999 84.3 15.7 100 59.0 7.8 25.3 7.9 100 44,600
Banking etc. 2001 92.5 7.5 100 52.9 2.3 39.6 5.2 100 216,300
1999 90.8 9.2 100 525 34 38.2 59 100 142,000
Hotels/Rest/Bars 2001 63.6 36.4 100 25.9 14.1 37.6 22.3 100 110,000
1999 62.4 37.6 100 27.6 13.3 34.7 24.3 100 96,400
Personal etc. Services 2001 87.5 12.5 100 55.4 6.4 28.8 9.3 100 208,600
1999 88.4 11.6 100 56.9 45 315 7.1 100 129,100
All Firms 2001 85.7 14.3 100 55.0 5.0 30.3 9.7 100 1,222,600
1999 85.4 14.6 100 545 5.7 30.8 9.0 100
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Table 5.2b: Structure of Employment by Sector Classified According to Full-time/Part-time Status and Broad Age Cohort

18 years or Less 19- 25 Years 26 years or more

Full time Part time Full time Part time Full time Part time Total

Build/construction 2001 2.1 0.3 20.0 0.4 74.2 3.0 100
1999 8.1 0.0 17.1 1.3 71.3 2.2 100

Textiles & Apparel 2001 1.1 0.3 23.2 2.4 63.6 9.4 100
1999 6.4 0.8 22.5 2.2 31.7 6.4 100

Other Manufacture 2001 0.8 0.2 23.7 1.7 70.0 3.6 100
1999 1.3 0.2 26.3 1.6 66.5 4.0 100

Retalil 2001 2.1 6.4 17.1 9.1 46.9 18.3 100
1999 3.8 7.1 20.6 10 49.5 9.0 100

Wholesale 2001 0.8 0.6 19.4 1.8 70.6 6.8 100
1999 1.4 1.2 25.8 6.2 57.1 8.3 100

Banking etc. 2001 0.3 0.0 19.9 2.2 72.3 5.3 100
1999 1.0 0.9 25.7 3.0 63.9 55 100

Hotels/Rest/Bars 2001 4.7 54 27.4 20.3 31.4 10.7 100
1999 2.2 8.1 26.9 21.9 30.9 10.0 100

Personal etc Services 2001 0.7 0.6 18.2 1.9 68.5 10.1 100
1999 1.1 0.7 15.9 3.7 71.5 7.2 100

All Firms 2001 1.4 1.7 20.8 45 63.5 8.1 100
1999 2.4 2.5 22.9 6.0 59.9 6.4 100
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There are cdlearly some differences a the levedl of the individud sector. For
example, one can see within the Building & Congruction Sector that the percentage
of femaes employed fals from an estimated 13 percent in 1999 to just over 7 percent
in 2001. This may reflect the overal expanson of the sector over the period in
question, with some of that expanson impacting to a greater degree on operationd
rather than managerid or adminidrative aspects of the sector. Although not shown in
the detalled tables presented in the report the percentage breskdown of some
occupational grades within Building & Condruction change over the study period.
For example, the Labourers group rises from 18 percent in 1999 to 24 percent in
2001; Skilled Maintenance and Production rises from 31 percent to 37 percent over
the same period. In contrast, the Clerica/Secretarid category fdls from just under 11
percent in 1999 to 6 percent in the 2001 survey. Findly, the Manager/Proprietor
group fdls from just under 21 percent in 1999 to 14 percent in 2001. Gender
concentrations (or otherwise) within these occupationa grades in the Building sector
would result in the changes in the gender composition of the sector asawhole.

In terms of the trend in distributive services noted above one can see that the
reduction in the percentage of full-time staff impacts to a greater degree on maes than
femaes. The sector has experienced a 10 percentage fdl in the proportion of full-time
mae daff over the study period (from 44.5 percent to 34.5 percent). In contrast, the
proportion of part-time femade daff has increased over the period from 16 percent to
26 percent.

Table 52b provides smilar information on the dructure of employment in
both 1999 and 2001 according to sectors, full-time/part-time satus and broad age
cohort. The bottom two rows of the table shows tha in aggregate terms, there has
been a very dight fdl in the percentage of persons in the workforce accounted for by
those aged 18 years or less. Just under 5 percent of persons engaged in 1999 were in
this age cohort. This compares with just over 3 percent in 2001°> Smilaly, the
percentage aged 19-25 years dso fdls from just under 29 percent to 25.3 percent.
Accordingly the percentage aged 26 years or more increased from 66 percent to
amost 72 percent.

S |n statistical terms this means that there is no significant change over the period in question.
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A vey lage component of this change may amply reflect the higher
participation rates among older persons and a higher rate of return to work following a
break in labour force participation which has been apparent in recent years. These
trends, in turn, have been driven by the very tight labour market Stuation and
resultant supply-side restraints.

In generd, this trend towards a dightly older age profile is apparent in
virtudly dl sectors. It would appear that there has been a dight increese in the
percentage of younger full-time gaff in the Hote/Restaurant/Bar sector (by only 1.5
percentage points). In the retail sector it would appear that the increase in part-time
daff mentioned above is evident to a reatively grester degree among persons in the
oldest age group.

Section SUmmary

In this section we examined the overal dructure of relevant private sector
employment and changes therein over the period in question. In generd, the over-
riding message from a compaison of the data recorded in the two surveys is tha
employment dructures have remaned remarkably condant over the period in
quesion. We saw that the dructure in terms of occupdtiona grade is entirey
condant. In aggregate terms there has been no discanible shifts in terms of the
composition of the reevant workforce according to full-time/part-time breakdowns.
At the level of individua sectors it would appear that there has been a reduction in the
relative proportion of full-time maes engaged in the Retall sector. This reduction in
mde full-time workers in that sector has been matched by an increase in the reative
proportion of femae part-time workers. Findly, we saw that there were no mgor
dructura shifts in terms of the age compostion of the workforce. The proportions in
the youngest age cohort (18 years or less) fdl dightly from 5 to 3 percent. In contragt,
the percentage of members in the older age groups rose from 66 percent to 72 percent.
Overdl, however, the authors are of the view that this and other trends in the structure
of employment over the study period (such as they are apparent from the data) have
been principdly driven by the tightness of the labour market over the period in
question and would not seem to provide any evidence a adl of any impact of the

minimum wage on the structure of the workforce.
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5.3 Distribution of Workers According to Hourly Basic Pay Scales

In this section we turn to condder changes in the digribution of workers
according to ther hourly basic pay scdes In the course of the questionnare
respondents were asked to provide a breskdown of al persons engaged in ther
enterprise according to a four-fold classfication of hourly rates viz. IRE4.50 or less
per hour; IRE4.51 to IRES.50 per hour, IR5.51 to IRE6G.50 per hour; more than
IRE6.50 per hour. These basc breskdowns were further disaggreated in terms of
gender and aso broad age cohort.® As we noted in Section 5.1 above, our principal
focus throughout the section is on changes redive to the dl-important threshold of
IRE4.50 per hour.

Breakdown of Saff by Pay Scale and Sector

Table 5.3a provides summary detals on the percentages of full-time, part-time
and dl workers who fell into each of the four pay grades in both 1999 and 2001. The
detailed sectora breakdowns are presented in Table 5.3b.

Table5.3a Summary details on per sons engaged classified according to broad pay scale and
whether or not engaged on a full-time or part-time basis for 1999 and 2001.

IRE4.50/hr IRE4.51- IRE5.51- |R£6.510r Tota Tota Total N Total N
or less £5.50 £6.50 over | I

1999 2001 1999 2001 1999 2001 1999 2001 199 200 1999 2001
9 1
Full-time 137 22 158 106 176 161 529 711 100 100 741,000 1,048,100
Part-ime 644 169 178 36.1 104 166 7.4 304 100 100 126,700 174,500
All 211 43 161 142 165 16.2 463 653 100 100 867,700 1,222,600
Persons

® The authors would point out that almost all respondents were able to provide good information on
basic pay grades disaggregated by gender. A small number were less forthcoming regarding the cross-
classification of staff into pay grade and age cohort. This latter required quite a degree of collating of
information from personnel files especialy in larger firms. Standard imputations were made for the
disaggregation of basic pay grades into broad age cohort in respect of the relatively small number of
cases (approximately 40) where details were not provided by the respondent.
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Table 5.3a shows that a tota of 21 percent of dl persons engaged in 1999
were paid a basic hourly rate of IRE4.50 or less. By 2001 this figure had fdlen to just
over 4 percent of al workers. Detals on comparable percentages for full-time and
part-time workers are aso given in the table. One can see, for example, that in 1999 a
total of 14 percent of full time workers were paid IRE4.50 or &ss per hour. By 2001
this percentage had fdlen to a little over 2 percent. Similarly, in 1999 a tota of 64
percent of part-time workers were paid less than IRE4.50 per hour. This figure was
reduced to 17 percent by 2001. By any standards chosen these changes would appear
to represent very subgtantid reductions in the “risk” of fdling into the lowest pay
grade outlined in the table. Not withstanding the improvements made over recent
years, however, one should note that the 4.3 percent of persons engaged who currently
receive IRE4.50 or less represents approximately 52,600 persons. 23,000 of whom
ae employed on a full-time bads This is a subgantid reduction, particularly in the
context of a rapidly expanding labour force from the estimated 183,000 persons paid
less than IRE4.50 per hour in the 1999 survey.

One can dso see from the table that the percentage of full-time workers in the
basic pay scae IRE4.51 - £5.50 dso fell over the period in question — from 16 percent
to 11 percent. In contrast, the percentage of part-time workers in this pay scde
increased from 18 percent to 36 percent. This may suggest that upward trends in
hourly rates resulted in a subgtantial proportion of part-time workers moving from
IRE4.50 or less to the dightly higher category of IRE4.51 - £5.50 per hour. This
obsarvation must dso be baanced, however, by noting the substantiad growth in the
percentage of part-time workers being paid IRE6.51 or more — from 7 percent in 1999
to 30 percent in 2001.

A detailed sectord breskdown of the information contained in Table 5.3a is
provided in Table 53b. If one focuses on al persons engaged in the lowest pay
category (the bottom section of the table) one can see that in 1999 the “risk” of faling
into this group was highest in the Hotel/Restaurant/Bar sector (49 percent). This was
followed by the Retaill sector (39 percent) and Manufacture of Textiles and Appard
(33 percent). These three sectors sood out in the earlier survey as having particularly
high rates of low @d employess. It is clear from the table that by 2001 the Stuation
has improved dramatically across al sectors. One can see, however, that the “risk” of
low pay in the HotegRestaurants/Bars sector (14 percent) and also the Retail sector
(10 percent) is ill subgtantialy above that in dl other sectors.
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Table5.3b: persons Engaged Classified According to Broad Pay Scale; Sector and Whether or not Engaged on a Full-time/Part-timebass, 1999 and 2001

IRE4.50 per hour or less IRE4.51- £5.50 IRES.51 - £6.50 IRE6.50 or more Total
1999 2001 1999 2001 1999 2001 1999 2001 1999 2001

Full-time

Build/Con 9.0 23 109 32 204 9.2 59.7 85.4 1000 1000
Man Te/Ap 322 29 230 230 149 406 29.9 335 1000 1000
Oth Man 89 19 17.6 106 202 28 533 64.8 1000 1000
Retail 240 35 236 200 20.8 26 317 53.8 1000 1000
Wholesale 142 08 19.7 9.2 190 190 47.1 709 1000 1000
Ban/Fin/Bus 59 08 76 5.2 109 11.3 75.6 82.7 1000 100.0
Hot/Res/Bar 313 85 271 309.2 152 242 26.3 281 1000 100.0
Per & Oth 119 13 838 4.0 16.8 6.8 62.5 83.0 100.0 100.0
All Sectors 137 22 158 106 176 161 529 711 100.0 100.0
Part-time

Build/Con 122 22 30 72 40.9 9.3 439 814 100.0 100.0
Man Te/Ap 426 6.2 347 26.0 165 570 6.2 107 1000 1000
Oth Man 21 6.0 242 26.8 450 315 8.7 35.7 1000 1000
Retail 80.8 24 133 36.3 30 142 29 271 100.0 1000
Wholesale 67.2 287 212 35.2 46 9.7 6.9 264 1000 1000
Ban/Fin/Bus 57.8 119 17.6 241 104 14.0 141 50.1 1000 1000
Hot/Res/Bar 79.0 230 16.7 63.7 41 108 0.2 26 1000 1000
Per & Oth 380 53 255 128 123 244 242 575 1000 100.0
All Sectors 64.4 16.9 17.8 36.1 104 16.6 74 304 1000 100.0
All Persons

Build/Con 91 23 106 33 212 9.2 59.1 85.2 100.0 100.0
Man Te/Ap 332 33 241 233 150 426 217 308 100.0 100.0
Oth Man 9.7 21 180 115 216 232 50.7 63.2 100.0 100.0
Retail 33.8 99 209 251 16.2 198 24.2 448 1000 1000
Wholesale 225 34 199 116 16.7 182 40.8 66.8 1000 1000
Ban/Fin/Bus 107 16 85 6.7 108 115 69.9 80.3 1000 1000
Hot/Res/Bar 493 138 232 481 110 19.3 165 188 1000 100.0
Per & Oth 149 18 108 51 16.3 9.0 58.0 84.1 1000 1000
All Sectors 211 43 16.1 142 165 16.2 46.3 65.3 100.0 100.0
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This means, for example, that the “risk” or probability of being paid IRE4.50
or less per hour in the retall sector is 2.3 times the aggregate average probability for
al sectors combined. The chances of persons engaged in the HotelYRestaurants/Bars
sector of being paid IRE4.50 or less per hour is 3.2 times the aggregate average of al
workers in generd. These trends reflect a subgtantid fal the absolute number of
persons pad a IRE4.50 per hour or less in both sectors. The figure in retaling fell
from an estimated 57,000 in 1999 to 19,000 in 2001. Comparable figures for the
Hotel/Restaurant/Bar sector are 47,500 persons in 1999 to 15,000 in 2001. To greater
or lessr degrees the same ovedl trends in regad to the Retal and
Hotel/Restaurant/Bar  sectors are gpparent among both part-time and full-time dteff.
Although pat-time workers in the Wholesde sector appear to be rdaivey
disadvantaged the reader should note that this group accounts only for an estimated
total of 4,800 persons. This means that the 28.7 percent of part-time workers in the
sector who are paid IRE4.50 or less represent in the order of 1,400 persons.

The detal of Table 53b dso cealy shows that not only does the
Hotel/Restaurant/Bar  sector have subgtantiadly higher percentages in the lowest pay
category but they dso have very commensuraely lower percentages in the highest
category of IRE6.50 or more. Only 19 percent of persons in the sector receive a basic
hourly rate of IRE6.50 or more. This compares, for example, with sectord totas of 80
percent in  Banking/Finance/Busness Services 85 pecent in  Building and
Consgtruction and 84 percent in Persona and Other Services.

Table 5.4 further explores the issue of the sectord incidence of low pay. The
figures presented in the table shift the focus from the “risk” of low pay as outlined in
Table 5.3a and 5.3b above to the “incidence” or concentration of low pay within each
of the sectors in question. We can begin by concentrating on the bottom segment of
the table relating to dl persons. Columns A, B and C present figures in respect of
2001. These indicate, for example, that Building & Congruction accounted for just
under 12 percent of dl rdevant workers (Column B); Manufacture of Textiles &
Appare accounts for 1.2 percent of al workers, Other Manufacturing for 23.3 percent
and s0 on. Column C shows the digtribution by sector of the 4.3 percent (see Tables
5.3a and 5.3b) of al workers in 2001 who are paid IRE4.50 or less. In other words, it
provides a breakdown of the 4.3 percent (52,600) of al workers who are paid IRE4.50
or less across indudtrid sector.  If workers in the lowest paid category were distributed
evenly across sectors as a pro rata bass with tota employment the percentage figures
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in Columns B and C of Table 5.4 would be the same. The degree to which the figure
in Column C is different from that in Column B is a measure of the concentration or
otherwise of low paid workers in the sector in question. On this basis, we can see that
Buildng & Condruction; Other Manufacturing; Banking/Finance/Busness and
Persond & Other Services are dl substantidly “under-represented” in terms of ther
“share’ of low pad workers. In contrast, Retaling has 2.3 times as many as it would
have if low paid workers were digtributed as a pro rata bass with al employees.
Similarly, the Hotels'Restaurant/Bar sector has 3.2 times “too many” low paid staff.

It is interesting, and dightly disconcerting, to note that according to this
smple measure of concentration the Retalling and Hote/Restaurant/Bar sectors have
both experienced an increase in the degree of over-concentration of low pad daff
over the period 1999 to 2001. The figures in Table 5.4 show that in 1999 Retaling
had an over-representation of low pad saff of the order of 1.8 (17 percent of dl
persons engaged compared with 31.3 percent of low paid workers). By 2001 this had
increased to 2.3 times. Smilarly, in 1999 the Hotd/Restaurant/Bar sector had an
overconcentration of the order of 2.3 times. By 2001 this had increased to 3.2 times
In summary, therefore, dthough the risk of beng low pad fdl subgtantidly in both
the Retailing and Hotel/Restaurant/Bar sector the share of low paid workers accounted
for by each of the sectorsin question rose dightly over the period

" Thisis, of course, another way of expressing the relative percentages noted above.
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Table 5.4: Persons Paid IREA.50 or Less Per Hour Classified by Sector and Whether or not

Engaged on a Full-time or Part-time Basis

2001 1999
All Percent Percentof Percent Percent of
Persons All £4.50 or All £4.50 or
Persons less/hr Persons less/hr
_ (A) (B) ©) (D) (E)
Full Time
Building & Construction 139,700 13.3 13.6 8.7 5.7
Manf.  Textiles and 13,100 1.2 1.6 2.2 52
Apparel
Other Manufacture 268,800 25.6 215 28.4 18.5
Retail 126,300 12.1 19.3 14.8 25.9
Wholesale 47,700 4.6 1.7 51 53
Banking/Finance/Busin 200,100 19.1 6.5 174 7.5
ess
Hotels/Restaurants/Bar 69,900 6.7 255 8.1 18.6
S
Personal & Other 182,500 17.4 10.2 15.4 13.4
Services
All Sectors 1,048,500 100 100 100 100
Part Time
Building & Construction 5,300 3.0 04 1.8 0.3
Manf. Textiles & 1,800 1.0 0.4 1.3 0.9
Apparel
Other Manufacture 15,700 9.0 3.2 10.2 35
Retail 64,500 37 49 30.4 38.1
Wholesale 4,800 2.8 4.7 55 5.8
Banking/Finance/Busin 16,200 9.3 6.5 10.3 9.3
ess
Hotels/Restaurants/Bar 40,100 23.0 31.2 28.6 35.1
S
Personal & Other 26,100 15.0 4.7 11.8 7.0
Services
All Sectors 174,500 100 100 100 100
All Persons
Building & Construction 145,000 11.9 6.2 1.7 3.3
Manf. Textiles & 14,900 1.2 0.9 2.1 3.3
Apparel
Other Manufacture 284,500 23.3 11.3 25.8 11.8
Retail 190,800 15.6 35.9 17.0 31.3
Wholesale 52,500 4.3 3.4 51 55
Banking/Finance/Busin 216,300 17.7 6.5 16.4 8.3
ess
Hotel/Restaurants/Bars 110,000 9.0 28.7 11.1 26.0
Personal & Other 208,600 17.1 7.1 14.9 10.5
Services
All Sectors 1,222,600 100 100 100 100
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Breakdown of Staff by Pay-Scale, Sector and Gender

Table 55 provides details on the breskdown of persons engaged in 2001
classfied according to broad pay-scae, sector and gender. Details on al persons
(maes and femaes) are not contains in the table as they are presented in table 5.3b
above. We can see that the risk of being in the lowest pay category is 2.7 percent for
males compared with a figure of 7.3 percent for femades. This means that a femde's
probability (in aggregate across dl femaes) of being in the lowest pay group is 2.7
times that of her mde counterpat. One can see from the table that this gender
differentid is margindly higher for femdes who are engaged on a full-time bass as
compared with those engaged on a part-time bass. The rae among full-time femaes
is 2.2 times the comparable male figure (3.6 and 1.6 percent respectively).

71



Table 5.5: Persons Engaged Classified According to Broad Basic Pay Scale; Gender;

Whether Full-time/Part-time and Sector

Males Females
£4.50 £4.51- £55I- Total N £45 £451% £551- Total
SECTOR or less 5.50 6.50 £650+ Total Oor 550 650 £6.50+ Total N
less
Per cent Per cent

Full-time

Build& Construction 2.3 3.2 94 850 1000 130,400 0.3 2.8 8.2 88.7 100.0 9,300
Manf Textile& Apparel 12 217 418 35.3 100.0 7,000 4.9 244  39.2 315 100.0 6,100
Other Mauf. 14 86 191 70.9 1000 174700 28 143 296 533 100.0 94,100
Retail 38 15.9 17.8 62.6 100.0 66,200 3.7 216 253 40.2 100.0 60,100
Wholesale 11 74 175 740 1000 34,100 02 138 231 629 100.0 13,600
Banking/Business Services 04 70 102 825 1000 114500 1.3 29 127 831 1000 85,600
Hotel/Restaurant/Bar 54 285 2638 39.3 100.0 28,500 10.6 466 224 204 1000 41,400
Personal & Other Services 0.5 38 6.6 89.2 100.0 120,100 4.0 80 133 74.7 100.0 62,400
TOTAL 16 8.2 141 76.0 100.0 675,400 3.6 158 215 59.1 100.0 372,600
Part-time

Build& Construction 2.0 8.3 9.7 79.9 100.0 4,200 27 2.7 8.1 86.5 100.0 1,100
Manf Textile& Apparel 22.7 500 274 0.0 100.0 100 49 240 595 116 100.0 1,700
Other Mauf. 9.0 308 358 24.4 100.0 5700 43 245 290 421 1000 10,000
Retail 27.9 50.2 11.7 10.2 100.0 15,000 229 345 15.2 27.3 1000 49,400
Wholesale 30.7 38.0 8.0 232 100.0 2600 263 321 117 30.0 100.0 2,200
Banking/Business Services 13.0 269 289 311 100.0 4900 114 22.8 74 58.4 100.0 11,300
Hotel/Restaurant/Bar 132 712 129 27 1000 15500 29.2 589 9.4 25 1000 24,600
Personal & Other Services 0.9 145 235 610 1000 10,700 83 116 250 550 100.0 15,400
TOTAL 141 417 17.8 264 100.0 58,800 19.1 341 16.3 305 100.0 115,700
ALL PERSONS

Build& Construction 23 34 94 849 1000 134,600 0.6 238 8.2 885 1000 10,400
Manf Textile& Apparel 16 222 416 34.6 100.0 7,100 4.9 244 435 27.2 1000 7,800
Other Mauf. 16 93 196 694 1000 180400 29 153 295 522 100.0 104,100
Retail 8.3 223 16.6 52.7 100.0 8,200 127 287 221 36.5 100.0 109,400
Wholesale 32 9.6 16.8 70.4 100.0 36,600 3.9 164 214 58.2 100.0 15,900
Banking/Business Services 0.9 78 110 80.3 100.0 119400 24 52 121 80.2 1000 96,900
Hotel/Restaurant/Bar 8.2 435 219 26.4 100.0 44000 175 51.2 17.6 13.8 100.0 66,000
Personal & Other Services 05 49 8.4 86.2 100.0 130,700 5.1 89 162 69.8 100.0 77,800
TOTAL 2.7 11.0 144 719 1000 734,200 7.3 202 203 522 100.0 488,400

The gender ratio for part-time workers is only 1.3 times a mde rate of 14.1

percent and a femde rate of 19.1 percent.

This would seem to imply that part-time

status takes precedence over gender in determining differences in low pay risk
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probabilities.  In other words, if one is engaged on a part-time bass one will be
serioudy disadvantaged in terms of risk of low pay regardless of gender. Indeed, a
femae worker has a risk of being in the low pay category which is 5.3 times that of
her full-time femde counterpart. A part-time mae worker has a risk of being in the
low pay category which is 88 times tha of his full-time counterpat. When one
consders maeffemae differences by sector one can see that the absolute percentage
point difference is largest in repect of the Retall and Hoted/Restaurant/Bar sectors.
When measured as a ratio of femades to males, however, one finds that the maximum
differentid is in the Persond & Other Services sector. A total of 5.1 percent of
femaes compared with 0.5 percent of maes in Persond & Other Services fdl into the
lowest pay category. This means that females in the sector have 10 times the risk of
maes of being in the lowest pay category. The sector contains an estimated total of
131,000 males and 78,000 females.

Table 5.6 provides comparative details on the percentage of males and femaes
in each broad basc pay category in the 1999 and 2001 surveys. From the bottom
segment in the table one @n see that the percentages of both maes and femdes in the
lowest basic pay category (IRE4.50 or less per hour) have falen substantiadly between
the two rounds of the survey. The figures for maes fel from 15 percent in 1999 to
2.7 percent in 2001, while that for femdes fdl from 30.5 percent in the earlier year to
7.3 percent in the most recent survey. Smilar substantial falls in the percentages of
both full-time and part-time gaff who fdl into this low pay category are evident from
the Teble

73



Table 5.6: Comparison of Percentages of Males and Females in Each Broad Basic
Pay Scale in the 1999 and 2001 Survey

Basic Hourly Pay Scale
£4500r £451- £551-£6.50 £6.50+ Total

less £5.50

Full Time Per cent

Males 1999 10.3 12.4 17.8 59.5 100
2001 1.6 8.2 14.1 76 100

Females 1999  19.8 20.9 17.4 41.9 100
2001 3.6 15.8 215 59.1 100

Part Time

Males 1999 59.2 18.8 11.3 10.7 100
2001 141 41.7 17.8 26.4 100

Females 1999 67.7 17.2 9.8 5.3 100
2001 191 34.1 16.3 30.5 100

All Persons

Males 1999 15 13 17.2 54.8 100
2001 27 11 14.4 71.9 100

Females 1999 305 20.1 22 41.9 100
2001 7.3 20.2 20.3 52.2 100

5.3.1 Breakdown of Saff by Pay-Scale, Sector and Age Cohort

In Table 5.7 we congder the percentages of persons engaged in each pay grade
classfied by broad age group in 2001. The figures show that there are very
subgtantid  differences within the three age cohorts in terms of the percetage of
workers classfied in the lowest pay category. From the bottom row of the table one
can see, for example, that amost 50 percent of the 37,900 persons aged 18 years or
less earn an hourly basic of less than IRE4.50. The comparable figure for 19-25 year
old workers is 7 percent faling to only 1.4 percent for persons aged 26 years or more.
Smilar trends are apparent for both full-time and part-time workers. One can see that
as many as 57 percent of part-time workers aged 18 years or less receive a basic
hourly sdary of IRE450 or less. This compares with 40 percent among young full
time Steff.
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Table 5.7: Employees by Pay Category 2001

18 years or less 19-25 years 26 years or more
£4.50 | £4.51- | £5.51- Total || £4.50 | £4.51- | £5.51- Total £4.50 | £4.51- | £551- Total 26
SECTOR or less 5.50 6.50 | £6.50+ | Total | 18 yrs || or less| 5.50 6.50 | £6.50+ | Total 19-25 |f orless| 5.50 6.50 [ £6.50+ [ Total years or
or less years more
Per cent Per cent Per cent

FULL-TIME
Build& Construction 475 259 219 4.8 100 | 3,000 6.0 109 | 26.7 56.5 100 | 29,100 0.0 0.5 41 95.5 100 | 107,600
Manf Textile& Apparel 46.2 308 | 115 115 100 200 16 36.1| 505 11.7 100 3,500 26 180 375 419 100 9,500
Other Mauf. 19.7 286 | 249 26.8 100 | 2,200 4.7 205 | 322 42.6 100 | 67,400 0.7 71| 196 727 100 | 199,200
Retail 316 5421 100 41 100 | 4,000 48 382 | 337 233 100 | 32,700 18 118 191 67.2 100 89,600
Wholesale 34.7 305 271 7.6 100 400 16 20.7 | 323 454 100 | 10,200 0.3 58| 15.2 78.6 100 37,100
Banking/Business Services 51 102 | 204 64.3 100 500 05 61| 178 75.7 100 | 43,000 0.8 50 9.4 84.8 100 | 156,500
Hotel/Restaurant/Bar 46.4 511 21 04 100 | 5,200 84 577 245 9.5 100 | 30,200 28 213 | 273 48.6 100 34,500
Personal & Other Services 67.2 31| 182 115 100 [ 1,500 17 74 118 79.1 100 | 38,100 0.5 31 53 91.1 100 | 142,900
TOTAL 39.9 383 | 131 8.7 100 | 17,100 4.0 219 | 256 485 100 | 254,100 0.8 63| 131 79.9 100 | 776,800

PART-TIME
Build& Construction 10.9 89.1 0.0 0.0 100 400 74 25 7.4 82.7 100 600 0.7 03| 104 88.6 100 4,300
Manf Textile& Apparel 100.0 0.0 0.0 0.0 100 0 52 19.0| 587 17.2 100 400 4.0 285| 581 9.4 100 1,400
Other Mauf. 37.2 526 | 10.1 0.0 100 600 7.7 396 | 345 18.2 100 5,000 33 190 313 46.4 100 10,100
Retail 57.8 422 0.0 0.0 100 | 12,300 || 25.6 545 | 138 6.2 100 | 17,400 84 252 | 194 47.0 100 34,800
Wholesale 51.5 455 30 0.0 100 300 338 426 | 215 21 100 900 | 252 32.3 7.2 353 100 3,600
Banking/Business Services 0.0 | 1000 0.0 0.0 100 100 || 20.1 584 29 18.6 100 4,800 85 92| 187 63.6 100 11,400
Hotel/Restaurant/Bar 61.9 36.7 15 0.0 100 | 5,900 | =22.7 66.0 | 104 0.9 100 | 22,300 39 728 | 16.2 7.2 100 11,800
Personal & Other Services 59.9 251 0.0 15.0 100 [ 1,200 45 190 456 30.8 100 3,900 24 110 219 64.7 100 21,100
TOTAL 57.4 41.0 0.8 0.8 100 | 20,800 || 20.7 547 159 8.7 100 | 55,300 6.3 246 | 204 48.8 100 98,500

ALL PERSONS
Build& Construction 433 332 | 193 4.2 100 | 3,400 6.0 10.7 | 26.3 57.0 100 | 29,600 0.0 04 4.3 95.2 100 | 111,900
Manf Textile& Apparel 56.3 25.0 9.3 9.3 100 200 20 345| 513 12.3 100 3,800 28 194 | 401 37.7 100 10,900
Other Mauf. 235 338 | 217 210 100 | 2,800 49 218 323 41.0 100 | 72,400 0.8 77| 201 714 100 | 209,300
Retail 51.3 45.2 25 1.0 100 | 16,300 || 12.0 439 | 268 17.3 100 | 50,100 37 156 19.2 61.5 100 | 124,400
Wholesale 24 373| 161 4.1 100 700 4.3 225| 314 417 100 | 11,200 25 82| 145 74.8 100 40,600
Banking/Business Services 4.6 185 | 185 58.4 100 600 24 114 16.3 69.9 100 | 47,800 13 53| 101 83.3 100 | 167,900
Hotel/Restaurant/Bar 54.6 434 18 0.2 100 | 11,200 || 145 61.2 | 185 5.8 100 | 52,500 31 344 | 244 38.1 100 46,300
Personal & Other Services 64.0 127 | 103 13.0 100 | 2,700 1.9 85| 149 74.6 100 | 42,000 0.7 41 7.4 87.7 100 | 163,900
TOTAL 49.5 39.7 6.3 4.4 100 | 37,900 7.0 278 | 239 414 100 | 309,400 14 83| 139 76.4 100 | 875,300
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Table 5.8 provides comparable information on the percentages of each age
cohort a both rounds of the survey which fdl into each of the four hourly basic pay
scde caegories.  If one firgly congders the Stuation relating to dl persons engaged
one can see that the risk of fdling into the lowest pay category has fdlen for persons
in dl Table 5.7: Persons engaged classified according to broad basic pay scale, broad
age cohort and whether or not full-time or @rt-time, 2001three age cohorts since the
first survey in 1999. For example, one can see that for persons aged 18 years or less
the risk has fallen from 81 percent to 49 percent between 1999 and 2001. The figure
for 19-25 year old workers has fdlen from 34 percent to 7 percent over the period in
guestion and from 11 percent to just over 1 percent for those aged 26 years or more.
Although the largest percentage point difference between the two years in question is
gpparent in the 18 year old or less group, the largest percentage reduction in risk
levels is in the older two age cohorts. It is gpparent from the table that these trends
are repeated among both full-time and part-time workers.

Table 5.8: Comparison of Percentages of Each Broad Age Cohort in the 1999 and 2001
Surveys Which Fell into the Four Hourly Basic Pay Scale Categories.

Basic Hourly Pay
£4500r Less £4.51-£5.50 £5.51-£6.50 £6.50+ Totds
Full Time (Percent)
18yrsorless 1999 62.6 119 2.2 23.3 100
2001 39.9 38.3 13.1 8.7 100
19-25years 1999 24.2 26.5 20.3 29 100
2001 4 21.9 25.6 48.5 100
26 yrs+ 1999 1.7 114 17 63.9 100
2001 0.8 6.3 13.1 79.9 100
Part Time
18yrsor Less 1999 97.9 2.1 0 0.1 100
2001 574 41 0.8 0.8 100
19-25years 1999 74.2 144 9.5 1.9 100
2001 20.7 54.7 15.9 8.7 100
26 yrs+ 1999 42.1 27.1 15.3 15.5 100
2001 6.3 24.6 20.4 48.8 100
All Persons
18yrsor Less 1999 80.6 6.9 1.1 11.5 100
2001 49.5 39.7 6.3 4.4 100
19-25years 1999 34.5 24 18.1 234 100
2001 7 27.8 23.9 41.4 100
26yrs + 1999 11 129 16.9 59.2 100
2001 1.4 8.3 13.9 76.4 100
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Section SummaryRisk of Low Pay and Changes Over Time
In this section we conddered risk and incidence of faling into each of four
hourly basic pay categories. The focus throughout was on those who had a basic rate

of less than IRE4.50 per hour. Although our main focus was on the Stuation in 2001
we aso consdered changes in the rate and incidence of low paid workers over the
period 1999-2001.

We found that there was, ovedl, a very subgantid reduction in the
percentage of workers who earned IRE4.50 per hour or less. The leves fel from just
over 21 per cent in 1999 to just over 4 per cent in 2001. Risk of being in the low paid
was subganttidly lower for full-time gaff than for their part-time counterparts. The
risk among full-time workers fel from 14 per cent in 1999 to 2 per cent in 2001.
Comparable figures for part-time gaff were 64 per cent in the earlier year and 17 per
cent in the later one.

Although employees in dl sectors disdlayed a subgtantid reduction in their
risk of being in the lowest pay category we saw that three sectors stood out as having
subgtantialy higher than average levels in 1999. These were the Hotel/Restaurant/Bar
sector (49 per cent of employees); the Retall sector (39 per cent) and the Manufacture
of Textiles and Appard (33 per cent). By 2001 the Hotel/Restaurant/Bar and Retail
sectors had risk levels which were 4ill subgtantidly above the aggregate average —
even though the risk of workers in both sectors had fdlen subgantidly. In the
Hotel/Restaurant/Bar sector a total of 14 percent of workers receive a basic hourly
rate of IRE450 or less This means that approximately 19000 persons in the
Retailing and 15,000 in Hotelsrestaurant/Bar sectors were paid below IRE4.50 per
hour at the time of the 2001 survey.

In table 5.4 we moved from a consderation of risk to incidence or distribution
of the low paid across sectors. We sw that rdatively high concentrations of low pad
workers were in evidence in both the Retall and Hote/Restaurant/Bar sectors.  We
saw tha while the former accounted for 16 percent of dl rdevant workers it
accounted for 36 percent of al persons paid less than IRE4.50 per hour. Similarly,
HotelsRestaurants/Bars account for 9 percent of al workers, yet account for as many
as 29 percent of low paid workers. Some evidence presented in the section indicated
that the levd of concentration of low paid workers in both sectors had actualy
increased over the period 1999 — 2001.
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In terms of gender differences we saw that mades had a lower risk of being in
the low pay category than females — 2.7 percent of males compared with 7.3 percent
of femdes. When full-time/part-time status was taken into account we saw that the
gender differentids were maintained in respect of full-time workers. The
differentids, dthough ill apparent, were not as strong for part-time workers. This
suggests that, at least to some degree, part-time status takes precedence over gender
effects and can atenuate the latter to the disadvantage of both sexes.

Findly, we saw that the percentage of persons in the lowest hourly basic pay
category was strongly related to age cohort. As many as 50 percent of the 38,000
workers aged 18 years or less were in the lowest basic pay category in the 2001
survey. The comparable figure for the 19-25 year old group was 7 percent while only
1.4 percent of workers aged 26 years or more fel into the low pay category.

5.4 Occupational Grade and Level of Pay Among Low Paid Workers

In this section we briefly consder two aspects of those who receive a basic
hourly rate of IRE450 or less. We firg discuss their didtribution according to
occupationd grade before moving on to examine in broad termstheir level of pay.

Occupational Grade of Workers Receiving IRE4.50 or Less Per Hour

Table 5.9 presents details on the distribution of those who receive IRE4.50 or
less per hour according to an 11 category classfication of occupationd grade. Details
in respect of 1999 and also 2001 are outlined in the table. For both years we show the
digribution of low paid workers and dso the didtribution of al workers according to

occupationa categories. By comparing both sets of figures on can identify grades in
which low paid workers are over or under represented.

The figures in respect of 1999 dealy show tha low pad daf ae
subgtantially over-represented in Sdes categories and Persond Services. The former
grades accounted for just over 13 per cent of dl persons engaged in 1999. It dso
accounted for 31 per cent of those paid IRE4.50 or less per hour. Smilarly, the
Persona Service category (which includes catering workers, domestics, cleaners,
laundry workers etc.) accounted for only 8 per cent of al persons engaged in 1999
while aso accounting for 24 per cent of low pad workers. These figures clearly
represent substantial  concentrations of low paid workers in the grades in question.

The table dso shows a less subgtantid over-representation of low paid workers among
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labourers (accounting for 6 per cent of al workers and 9 per cent of low pad
workers).

The figures in respect of 2001 indicate that the ditributions of both low paid
and al workers by occupationa grade have not changed subgtantidly between 1999
and 2001. But it is clear that in 2001 we ill have substantial over-concentration of
the low pad in Sdes and Peasond Services occupations with a less ggnificant
concentration among labourers.  Notwithsanding some minor fluctuations in the
digributions in other grades the figures are reldively consstent for other occupations
between the two years in question.

Table 5.9 Distribution by occupational grade of personswho fall intothe lowest basic pay
category (IRE4.50 per hour or less) in 1999 and 2001-06-14

1999 2001
Occupationa Grade IRE4.50 or All IRE4.50 or All
less Engaged Less Engaged

Managers/Proprietors 34 15.7 3.7 135
Eng/Sci/Computer/Oth 0.2 6.2 0.2 7.0
Prof

Eng/Sci/Comp/Associ 0.2 3.8 0.7 4.8
Prof

Clerical/Secretaria 4.9 13.7 24 12.0
illed Main/Skilled 7.0 10.1 12.1 114
Prod

Production operatives 16.9 171 10.3 151
Trangport/Communicat 2.3 59 21 6.1
ions

Sdes 314 133 28.3 131
Persona Services 24.4 8.1 27.5 8.5
Labourers 9.4 6.1 12.7 8.6
TOTAL 100.0 100.0 100.0 100.0

Low Paid Workers Classified by Broad Level of Pay
The find table, Table 5.10 presents details on the digtribution of persons who

receive IRE4.50 or less per hour classified a&cording to broad category of amount in
both 2001 and 1999. From the top section of the table one can see that in 2001 a tota
of 77 per cent of persons paid IRE4.50 or less per hour receive between IRE4.00 and
£450. Perhgps somewhat surprisngly dightly higher percentages of part-time than
ful-time workers fal into the IRE4.00 - £4.50 per hour than fall below £4.00 per
hour.
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The table shows that this represents a farly subgtantid change from the
gtuation which pertained in 1999. At that time 60 per cent of persons pad less than
IRE4.50 per hour where paid IRE4.00 - £4.50. This means that there has been at least
a dight upward trend in the wage rates among the lowest paid category of workers
over the period in question.

Table 5.10: Those Receiving IRE4.50 or less per hour in 2001 and 1999

2001
Full-time Part-time TOTAL
Basic per/hr (n) Per cent (n) Per cent (n) Per cent
IRE4.00-£4.50 16,900 72.7% 24,00 81.0% 40,900 774%
Under IRE4 6,300 271.3% 5,600 19.0% 11,900 22.6%
TOTAL 23,200 100.0% 29,600 100.0% 52,800 100.0%
1999
Full-time Part-time TOTAL
Basic per/hr (n) Per cent (n) Per cent (n) Per cent
IRE4.00-£4.50 72,300 67.4% 41,300 50.6% 113,600 60.2%
Under IRE4 34,900 32.6% 40,200 49.4% 71,100 39.8%
TOTAL 107,200 100.0% 81,500 100.0% 188,800 100.0%

In this section we have seen that the main concentrations of sub-minimum
workers in both 1999 and 2001 were in occupations related to Sales and Persond
Savices. This is, of course, entirdy congstent with the findings discussed earlier in
the chapter in relation to the sectord digtribution of low paid workers. We saw above
that the Retall and Hotd/Restaurant/Bar sectors were the ones which had the highest
concentration of low paid workers. These are aso, of course, the sectors with the
highest concentrations of persons who fdl into the Sdes and Persond Services
occupational grades. We aso noted that just over three-quarters of low paid workers
in 2001 were paid between IRE4.00 -£4.50 per hour. This represents a substantia
increase as compared to the dtuation in 1999 when only 60 per cent of low pad

workers were in this hourly income range.

5.5 Summary
In this chapter we have conddered severd aspects of the dructure of
employment both before and after the introduction of minimum wage legidation. Our
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primary focus throughout was on the percentage of workers who were paid a basic
hourly rate of IRE4.50 when the surveys were carried out in early 1999 and 2001.

We began by conddering generd changes in the Structure of employment over
the period in question. Overdl, we found that there was a remarkable degree of
condancy in terms of dructures according to grade; full-time/part-time breakdowns
elc. Within the context of overdl ability one could identify some shifts in certan
sectors. Most notable among these was a reduction in the relative proportion of full-
time maes engaged in the retaling sector. This reduction in the proportion of maes
was compensated for by an increase in the proportion of femde part-time workers.
Findly, dthough there was no subgantid shift in terms of age didributions we saw
that the percentage of workers in the youngest age cohort fell dightly from 5 to 3 per
cent between 1999 and 2001. It would seem reasonable to assume, however, ta this
possbly reflects the tightness of the labour market over recent years and is driven
more by re-entry and increased participation rates among those in older cohorts rather
than by the effects of the minimum wage.

Having considered general changes in the dructure of employment we moved on
to focus, in paticular, on the risk and incidence of low pad workers in 1999 and
2001. We saw that there was a very substantia reduction in the percentage of workers
who earned IRE4.50 per hour or less — from 21 per cent in 1999 to just over 4 per cent
in 2001. The risk of being low-paid was differentiated according to full-time/part-time
status; sector; gender and age.

Full-time daff had a substantidly lower risk of being low pad than ther part-
time counterparts. Those engaged in the Hoted/Restaurant/Bar and Retall sectors dso
had a much higher risk of being low pad than those involved in other areas of
economic activity. Notwithstanding magor reductions in risk figures in dl sectors
between 1999 and 2001, both Retall and Hotds/RestaurantsBars ill display very
highrisk levels rdative to other sectors.

Gender differences in teems of risk of being low pad were dso in evidence
Maes had a lower risk than their female counterparts - 2.7 per cent compared with
7.3 per cent of femdes. We noted that when full-time/part-time status was taken into
account gender differences were largdy maintained, especidly in respect of full-time
workers. The differentids, dthough ill gpparent, were not as strong for part-time
workers. This suggests to the authors that, a least to some degree, part-time datus
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takes precedence over gender effects and can amdiorate the latter to the disadvantage
of both sexes.

We saw that the percentage of persons in the lowest hourly basic pay category
was strongly related to age cohort. As many as 50 percent of workers aged 18 years
or less were in the lowest basic pay category in the 2001 survey. The comparable
figure for the 19-25 year old group was 7 percent and 1.4 percent for those aged 26
years or more.

Findly, we saw in the last section that the man concentrations of sub-minimum
workers in both years were in occupationa grades which were related to Sdes and
Personal Services.
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Chapter 6
Changesin the Common Sample of Firms Between the Two Surveys

6.1 Introduction

In this chapter we consder some aspects of change in the size and structure of
individua firms a the micro levd. As explained in Chapter 2 aove, we included two
components in the target sample for the survey. In addition to the ‘new’ sample of
1,160 firms which was not previoudy gpproached in the first round of the survey, we
adso induded dl 1062 firms which had successfully completed a quedtionnaire in the
1999 aurvey. A total of 605 of this latter category participated in the second round of
the survey and are included in the find 1072 cases which are used in the andyss
outlined in this report.

The information provided by the 605 firms which were common to both years
can be used to provide a so-caled “longitudind” andysis of the data where the focus
is on change & the individua or micro-levd of the firm. Hitherto in the report we
have provided details on net change in the overdl population between the two years
of the survey. This net change may mask, to some degree, compensating changes in
different directions as experienced by individud firms in the sample For example,
some firms may experience an increase in the proportion of minimum wage workers
whom they employ, others may experience a decrease. The andyss presented to this
point in the report uses the two sample surveys as so-called independent cross-
sections.  The figures on change are net in the sense that, as described above, they
represent the net experience of the often divergent fortunes of individud firms

Whilg this type of andyss is extremely reveding and provides very important
indghts to the overal change which has taken place in the workforce, it is particularly
hdpful to complement it with the so-cdled longitudind andyss a the levd of the
individua firm. This is what we provided in this chapter, based on the subset of 605
respondents who were common to both rounds of the survey.

Two main aspects of the experience of firms are consdered. The first apect
is a condderdion of the characterigics of firms which have gone out of busness
between the first and second rounds of the survey. It is of paticular interest in the
overdl context of the report to consder whether or not the introduction of the

minimum wage itsdf was a factor in ther closure.  Secondly, we examine trends in
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the structure of the workforce at the level of the individual firm, focusng on changes
in the proportion of the workforce which is sub-minimum wage & both rounds of the

urvey.

6.2 Interpretation and Re-weighting the Data for Longitudinal Analysis

As noted in chapter 2 above, one should re-weight or Satidticaly adjust survey
data prior to andyss to ensure that they are representative of the totdity of the
population from which they have been sdected. In anaysang the 605 firms which are
common to both rounds of the survey, it is necessay to reach a meaningfully
interpretable adjusment or re-weighting of the data.  For the current chapter we have
developed two sets of weights for the subset of cases which were common to both
rounds of the survey. The firg of these is based on the enterprise, the second on the
employee. These ae exactly andogous to the firmbased and employee-based
welights discussed in Chapter 2 in repect of the main body of the sample.

To implement the two sets of weights for the longitudina sub-sample we have
grosed the results to the populaion which existed in 1999 at the first round of the
survey. Accordingly, one should interpret the esults based on the adjusted subset of
guestionnaires as if one had been able in 1999 to record prospective detals on the
dtuation of the firm in 2001. This, therefore, gives us a measure of change over the
two-year period a the levd of the individud company. By definition this type of
andysis excludes “births’ of new firms over the study period. It focuses on the stock
of firms which existed in 1999 and which continued to exist into 2001. Of these firms
it then asks the question where are they now in terms of employment structure etc.

It is worth noting that the sample for andyss in this chepter is subgtantidly
reduced from the total of 1072 firms used throughout the rest of the report to the
common set of 605 firms which responded in both rounds of the survey. Because of
this reduction in sample sze variances and related confidence intervals around

datistica estimates are correspondingly wider than in early chapters.

6.3 Factors Affecting Firms Going Out of Business

A totd of 57 firms from the 1062 which successfully completed the first round
of the survey participated in the second round. This represents an unweighted total of
54 per cent. When the weights derived for the full 1999 survey of 1062 cases are
goplied we find that the grossed edtimate of the percentage of businesses going out of

84



busness over the study period is 82 per cent. These were firms which were
definitively identified by interview as having gone out of busness by the time the
2001 fieldwork took place. It is this group of 57 firms and their characteristics which
are conddered in this section.

Table 6.1 presents detalls on the information recorded at the time of the first
survey in 1999 in respect of trends in busness volumes and profit levels over the 12
months preceding that survey. The information is then classfied in terms of whether
or not the firm was subsequently found to be out-of-busness by the later survey in
2001. From Section A of the table one can see that those firms which were identified
as having gone out of budness by 2001 had a much higher probability of having
experienced afal in business volumesin the 12 months preceding the first round of

Table 6.1 Firms which participated in the first round (1999) of the survey classified
according to their business status in 2001 and trends in (a) the value of their business;
(b) their overall profit level in the 12 months preceding the 1999 round of the survey.

Trendsin 1998-99 in: InBusness  Out of Business All
in 2001 by 2001 Hrms
per cent per cent per cent

(&) Business Volumes

Increased 56.1 40.2 54.8

Stayed the same 36.9 321 36.5

Decreased 7.0 27.7 8.7

Tota 100.0 100.0 100.0

(b) Profit Levels

Substantia Loss 0.8 12.7 1.8

Moderate Loss 51 15.8 6.0

Broke Even 21.4 29.8 22.1

Moderate Profit 67.6 41.7 65.5

Substantid Profit 5.1 0.0 4.7

Tota 100.0 100.0 100.0
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the survey than did ther counterparts who were dill in business by the end of the
period in question. One can see, for example, that just under 28 per cent of the group
of companies which had gone out of business by 2001 had recorded in the earlier
survey that their busnesses volumes had decreased over the preceding 12  months.
The comparable figure for firms which were ill in business by 2001 was only 7 per
cent.

Section B of Table 6.1 presents smilar details in respect of the trend in profit
levels over the period preceding the first survey in 1999. From this one can see that
amogt 28 per cent of firms which went out of business by 2001 had recorded a recent
loss in the 1999 survey. The comparable figure for the group of companies which
were dill in business by 2001 was just under 6 per cent.

Table 6.2 condders the risk according to indudtriad sector of going out of
business in the period between the two rounds of the survey. From this one can see
that the sectors with the highest risk were Manufacturing of Textiles & Appad;
Banking/Finance/Business Services (both 13 per cent) and Building & Condruction
(11 per cent). Risk levels in other sections were clustered in the region of 4 —7 per

cent.

Table 6.2: Firms which participated in the first round (1999) of the survey classified
according to their business status in 2001 and sector in 1999.

In Out of
Sector in 1999 Busness Businessby All Hrms
in 2001 2001
per cent percent (per cent)
Building & Condruction 89.0 11.0 100.0
Manufacture of Textiles & Apparel 86.6 134 100.0
Other Manufacturing 95.0 5.0 100.0
Retall 93.0 7.0 100.0
Wholesde 95.5 4.5 100.0
Banking/Finance/Business Services 86.7 13.3 100.0
Hotels/Restaurants/Bars 93.0 7.0 100.0
Persond & Other Services 93.8 6.2 100.0
Tota 91.8 8.2 100.0
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Tables 6.3a and 6.3b consider the relationship between going out of business
and (@) totd number of persons engaged a the time of the 1999 survey and (b)
percentage of persons engaged who are paid less than IRE4.50 per hour. From

Section A one can see there gppears to be a reationship between going out of
business and the size of the company.

Table 6.3a Firms which participated in the first round (1999) of the survey classified
according to number of employees in 1999 and business status in 2001.

Number of Persons Engaged in InBusness  Outof Busness  All Hrms
1999 in 2001 by 2001

(per cent) (per cent) (per cent)
3 or lessengaged 33.7 58.3 35.7
4-9 engaged 51.0 35.2 49.7
10-34 engaged 7.2 4.7 7.0
35-99 engaged 5.0 14 4.7
100+ engaged 31 0.5 29
Tota 100.0 100.0 100.0

Table 6.3b: Firms which participated in the first round (1999) of the survey classified
according to (a) percentage of employeesin 1999 who were below an hourly basic pay of
IRE4.50 or less and (b) business status in 2001.

Percentage below IRE4.50 InBusnessin  Outof Busness  All FHrms

per hrin 1999 2001 by 2001

(per cent) (per cent) (per cent)
None 52.6 61.2 53.3
Lessthan 15% 4.2 1.0 4.0
15% or more 43.2 37.7 42.7
Tota 100.0 100.0 100.0
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It is clear from the table that a subgtantidly higher percentage of firms which
went out of busness were smal — with three or less persons engaged. A total of 58
per cent of those which went out of business were in this Sze category compared with
only 34 per cent of other firms. Table 6.3b provides details on the breakdown of
firms according to whether or not they went aut of business and dso the percentage of
their workforce which was paid IRE4.50 per hour or less a the time of the 1999
survey. The table shows that a higher percentage of firms which went out of busness
(61 per cent) had no minimum wage workers. Compaable figure for firms which
remained in business over the period in question was only 53 per cent. This would
seem to suggest that the presence of sub-minimum wage employment in the firm in
1999 was not a factor in determining whether or not it went out of business within the
subsequent 2 years.

6.4 Changes in the Intensity of Minimum Wage Workers

The longitudind nature of a component of the sample dlows us to classfy
firms according to ther intensty of minimum wage workers a both surveys  This
allows one to condder the trandtions from minimum wage concentrations in 1999 to
the corresponding position in 2001. The results are shown in Table 6.4. The figures
in the table are percentages based on dl firms and so the sum of figures in dl cdls
comes to 100 per cent. One can see, for example, that just over 50 per cent of al

firms had no

Table 6.4 Reweighted longitudinal sub-sample of firmsclassified according to theintensity of
minimum wage workers in their workforce in 1999 and 2001

Intengity of minimum wage workers, 2001

Intengty of minimum

wage workers, 1999 None  Lessthan15%  15%ormore  Totd

(per cent of totd)
None 50.3 04 3.0 53.7
Lessthan 15% 4.7 0.4 0.1 51
15% or more 25.8 3.8 115 41.2
TOTAL 80.8 4.7 146  100.0
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minimum wage workers when the surveys were carried out . A further 0.4 per cent of
firms had less that 15 per cent of their workforce made up of sub-minimum wege
employees a both survey observations while a further 11.5 per cent were paying 15
per cent or more of their workforce a sub-minimum levels in both 1999 and 2001.

This means that a tota of just over 62.2 per cent of busnesses lay adong the so-cdled
“leading diagond” in Table 6.4. This implies that they did not change the intengty of
the minimum wage component of their workforce over the period in question. The
table shows the trend in terms of minimum wage intendties for the remaining 37.8 per
cent of firms. One can see that only 3.5 per cent of firms lay above and to the right of
the “leading diagond” while the remaining 343 per cent lie bdow the leading
diagond. This means that just over one-third of dl firms reduced ther intensty of
minimum wage employment over the study period while 35 per cent increased the
proportion of sub-minimum wage employees whom they engaged.

It is clearly of interes to congder which types of firms retained their high
concentration of sub-minimum wage employees over the period in question. In other
words, in which sectors are the 11.5 per cent of firms located which paid 15 per cent
or more of their workforce a sub-minimum rates in both rounds of the survey. The
figures in column A of Table 6.5 provides the percentage breskdown by sector of this
group of firms. The shows that 42 per cent of firms with a persgently highly rate of
sub-minimum wage employees are in the Retal sector. Column C in the table
provides details on the percentage breskdown of al firms by sector. Comparison of
the figures in Columns A with C provides a measure of sectora over- or under-
representation of firms relative to the Stuation which would pertain were the group
with pergdgently high leves of sub-minimum employment distributed across sectors
on a pro rata bads with the didribution of dl firms in the population On this basis,
the figures in the table imply an over-representation of the order of 32 per cent for
firms with peragently high levds of sub-minimum workers in the retall sector. One
can further see from the table that 22 per cent of the firms in question are in the
Hotel/Restaurant/Bar Sector - indicating an over-representation of 49 per cent in that
sector relative to the overdl population distribution.

One can gmilaly ask where are the 35 per cent of firms located which
experienced an increase in the intengty of sub-minimum wage employees in ther
workforce. Column B of Table 6.5 shows that amost 69 per cent of the smdl
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proportion of firms in question are located in the Retall Sector. This suggests an over-
representation in that sector of the order of 115 per cent.

Table 6.5 Sectoral distribution of firms which (A) longitudinally had 15 per cent or more
persons engaged paid IRE4.50 or less per hour (11.5 per cent of all firms from Table 6.4
above); and (B) displayed an increasein the per centage of persons engaged who were paid
IRE4.50 or less per hour (3.5 per cent of Table 6.4 above)

(A) (B) (©)
Frmswith  Frmswith All Arms
Sector persgently  anincrease
highleve in percent
of sub- of sub-
minimum minimum
workers workers
Per cent Per cent Per cent
Building & Congtruction 4.9 16 9.7
Manufacture of Textiles & 0.6 0.5 0.5
Apparel
Other Manufacturing & 2.2 10.8 5.2
Production
Retall 42.4 68.8 320
Wholesdle 4.2 0.0 5.6
Banking/Finance/Business 11.0 3.8 17.4
Services
Hotel SRestaurants/Bars 225 13.0 15.1
Persond & Other Services 12.2 0.0 14.4
Tota 100.0 100.0 100.0

One can see an over-concentration of 108 per cent in Other Manufacturing. It
is clear that the trends shown in Tables 64 and 65 are wholly consstent with the
cross-sectiond trends in the data as outlined in the previous chapter.
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6.5 Summary

In this chapter we consdered some changes in the structure of employment at
the levd of the individud firm by concentreting on the sub-sample of cases which
successfully participated in both rounds of the survey. In particular we discussed the
characterigtics of firms which were identified as having gone out of busness over the
sudy period and dso conddered the sectord digtribution of firms which maintained
persstently high levels of sub-minimum employment over the period in question.

In regard to the characterigtics of firms which had gone out of busness over
the study period we found that this was most grongly related to their having
experienced a fdl in thar profit levels over the preceding 12 month period . The
intengty of sub-minimum workers in their workforce did not appear to be a factor in
determining their going out of business.

We further saw that, as one would expect in the light of the cross-sectiond
results of earlier chapters, only smal percentages (11.5 per cent) of firms remained
with pergdently high leves of sub-minimum wage employees over the period in
question and only 35 per cent actuadly increased the percentage of their workforce
paid a this level. The firms in question gppeared to be concentrated principaly in the
retail sector with some lesser concentrations in the Hotel/Restaurant/Bar sector.
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Chapter 7
Econometric Estimates of the Employment Effects of the National
Minimum Wage

7.1 Introduction

The firm surveys on which this study rdies have firs provided cross-sectiond
pictures of the population of Irish firms before and after the introduction of the
nationa minimum wage, and previous chapters have described the pattern of change
in pay and employment levels over this period in these cross-sections. Secondly, the
fact that a subdantid proportion of the firms in the origind survey were re-
interviewed in 2000/2001 dso means that the changes in pay and employment
structure for these specific firms could dso be examined, and this was the focus of
Chepter 6. We saw that, for this sub-set, on average employment increased by
approximately 18% over the period, but 30% of the firms experienced a decline in
employment. To examine the rdationship between wage changes and employment
among these firms more formdly, in this chapter we employ econometric techniques
to rdate employment growth between the two surveys to measures capturing the
effective “bite’ of the minimum wage.

7.2 Modelling the Employment Effects of the Minimum Wage

To examine the link between the introduction of the minimum wage and the
employment changes in the (sub-)set of firms interviewed both before and after
introduction, we estimate the following equetion:

DIn(Nit) = bo + b1 MinW, .1+ b2Xit.1 + & (1)

where N measures employment, MinW meesures the effective “bite’ of the minimum
wage for the firm in question and X controls for other observable characteristics of the
firm. To edimate this equation, the crucid ingredient is a measure of MinW, in other
words the openness of one firm versus another to being affected by the minimum
wage. What we are trying to test is whether firms that ex ante look more likdy than
others to be affected by the minimum wage ae sen ex post to have worse
employment outcomes, taking into account al their other characterigtics.

Given the desgn of the survey, a number of possble measures of minimum
wage “bite’ are avalable for invedigation. The firg is a smple indicator dencting
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whether the firm employed workers bdow the nationd minimum wage prior to its
introduction (which we labd Mwaged9). Haf the firms in our sample (present in both
surveys) reported in the first survey that they had a least one employee paid under
£450. Taking this as indicator of minimum wage “bite’ in effect smply alows us to
compare firms with and without such an employee in 1998, and asks whether
employment growth was lower in the former than the latter.

The second indicator is the proportion of the firm’'s labour force below £4.50
in the firg survey (which we cdl PropMw99). As wel as comparing firms with and
without employees potentiadly affected by the minimum wage, we are then in effect
adso seeing whether those with a large proportion of employees potentialy affected
experienced lower growth than those with a small proportion potentialy affected.

The results of edimating an equeation smply relating the percentage change in
employment from 1998-2000 to either of these two measures are given in the first two
columns of Table 7.1. They show tha nether measure of the minimum wage “bite’ is
ggnificantly related to employment growth in the firm over the period.

Table 7.1: The Impact of the Minimum Wage on Employment
(Standard Errorsin parentheses)

Explanatory Variadble @ 2° ©) 4
Congtant 19 a7 27 .26
(.04 (.03) (12 (13
Mwage99 -01 01
(.05) (.05)
PropMw99 04 .06
(.09) (.09
Irish -.13 -13
(.09) (.09)
Export -04 -.03
(.06) (.06)
Profit .08 .08
(.06) (.06)
Union 01 .02
(.07) (.07)
WageBill -.001 -.002*
(.001) (.001)
Totemp99 -.0001 -.0001
(.0001) (.0001)
R? .001 .004 016 016
Sample Size 587 587 440 440

The reaults in the firg two columns take no account of any differences

between firms other than the number of workers bdow £4.50 in 1998. Howeve, it is
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likey that these firms would have experienced different employment patterns between
then and the second survey even without the minimum wage legidation, because as
we have seen in previous chepters they differ systematicaly across a range of
dimensons. Failure to control for these differences could digtort the estimated impact
of the minimum weage, and the surveys dlow us to identify some important
characterigtics of the firms tha may be included as control varidbles in the equation
(the set of X varidbles in eguation 1). Among the control variables we use are whether
the firms was Irish or foreign owned (which we labd Irish), whether the firm exported
or not (Export), an indicator of the profitability of the firm in the year prior to the
minimum wage (Profit), an indicator varidble denoting whether or not at leest 50% of
the firm's non-managerid employees were in a trade union (Union), as wdl as the
percentage of the company’s totad operating costs that are accounted for by their tota
wage hill (Wage Bill). We dso induded the firm's initid employment leve
(TotEmp99). Summary datigics for these variables are given in the Appendix.

The reaults from this specification are given in columns (3) and (4) of Table
7.1. We now see that more profitable firms experienced faster employment growth,
while companies for which labour condituted a large fraction of the wage bill had
lower employment growth, as did Irish compared with foreign-owned firms. None of
the other characteridtics approached datisticd dgnificance. However in the current
context our primary intere is in the coefficients on the minimum wage vaiable. We
see tha induding this range of controls had litle effect on the minimum wage
edimates, and for both the measures used the minimum wage effect is ill smal and
gatigticdly inggnificant.

An dterndive to induding dl sample firms in the anayss is to concentrate on
firms which had a least one minimum wage worker in the firs survey, and then see
whether the change in employment is sysematicdly related to the proportion of the
firm's labour force beow the minimum wage. While this reduces the number of
obsarvations available, it should aso reduce the extent of differences across the firms
in potentialy relevant characteristics that we have not been able to take into account
because we do not have the necessary information — what is termed unobserved
heterogeneity. The results from adopting this gpproach are given in Table 7.2. We
find that redricting the sample to only firms potentidly affected by the minimum
wage makes little difference to our results Agan it gopears as though the minimum

wage has had little effect on employment growth for this sample of firms.
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Table 7.2: The impact of Minimum wages on Employment — Minimum wage Firms only
(Standard Errorsin parentheses)

Explanatory Varidble o° @)
Constant A3 .26
(.06) (.19
PropMw99 10 A1
(.12 (.12
Irish -.20
(.15)
Export 01
(08)
Profit 14
_ (.09)
Union A0
(.10
WageBill -.002
(.002)
Totemp99 -.0006*
(.0003)
R .002 .03
Sample Size 301 227

7.3 Alternative Models

Our results so far are consistent with US and UK studies by Card and Krueger
(1995) and Dickens, Machin and Manning (1999) respectively, which faled to find a
negative impact on employment leves from rasng the minimum wage However,
one needs to be careful in interpreting these findings. A criticiam that has often been
levelled at these types of dtudies is ther inability to digtinguish between potentia and
actud “bite’ of the minimum wage. Even in an economy that was not growing
rapidly, some of the workers recaving wages below the minimum wage in 1998
would have received a wage increase by 2000 in any case, and thus not have been
affected by the introduction of the minimum. In an economy experiencing the repid
growth seen in Irdand over the period, this is even more rdevant. We have seen in
ealier chepters that, in a market characterised by labour shortages, many firms are
saying that they have to raise the wage in order to attract a suitable supply of labour,
and this is reflected in the CSO's average earnings series. Given these circumstances,
the actud number of firms affected by the minimum wage would be subdantialy
smdler than the number with employees bdow £4.50 in 1998. The question this
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rases is whether the measures of minimum wage “bite’ we have used based on the
number of such employeesin the 1998 survey are likely to be adequate.

As we saw in Chapter 4, to try to capture this underlying growth in wages over
the period firms in the survey were asked if, given trends in the labour market, they
would have had to increase wages anyway up to the levd set out in the minimum
wage. Of the firms in the second wave who sad that they had workers below the
minimum wage when it was introduced, 84% said that they would have increased
these wages in any case. To dlow for this we create a new minimum wage “bite’
variable which takes the vaue 1 only if the firm had minimum wage workers and said
they would not have increased wages were it not for the minimum wage (Mwage993).
The reaults of redefining the minimum wage varigble are driking. In contrast to the
50% of firms who had minimum wage workers in the firs wave, [only 23% of firms
retrogpectively recorded having minimum wage workers by the time the lawv was
introduced. As noted above 84% of these indicated that they would have raised wages
even without the minimum weage Usng these criterigl only 4% of our firms were
actudly directly affected by the minimum wage legidation.

We then re-esimate equation (1) usng this redefined measure of the minimum
wage hite, and the results from this andyss are presented in Table 7.3. None of the
edimates on the firm characteristics entered as control variables change much as a
resllt of redefining the minimum wage vaiable - profitable firms, foreign-owned
companies and firms for which wage cods are less important till appear to tave had
faster employment growth. However, there is a driking change in the edtimated
minimum wage effect. Whereas in previous specifications the minimum wage “bite’
vaidble was amdl and inggnificant, it is now datidicdly sgnificant and negdtive.
Firms that had workers subjected to the minimum wage legidation and who say they
would not have increased wages (as much) were it not for the legidation have

sgnificantly smdler increases in employment than other firms.
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Table 7.3: The impact of Minimum wages on Employment using self-reported

measur e of minimum wage bite
(Dependent Variable — percentage change in employment form 1998-2000; Standard Errors in parentheses)

Explanatory Variable (@] 2
Constant A7 .26
(.03) (13
MwageQ93 -.26* -.30*
(.14) (.19
Irish -12
(.09
Export -4
(.06)
Profit .08
(.06)
Union .02
(.07)
WageBill -.002*
(.001)
Totemp99 -.0001
(.0001)
R? .01 024
Sample Size 581 434

¢ We have aso estimated the model in this column on the restricted sample used in columns
(2) and this has little effect on the results. Thisis also true when we use the same sample that was used
for theresultsin Table 7.1.

This sdf-reported measure of minimum wage “bite” dso has to be interpreted
with care, of course. It could be smply or primaily identifying firms tha ae
performing poorly, s0 the esimated employment effect being attributed to the
minimum wage may in fact reflect characteristics that are associated with both poor
employment growth and low wages that are not captured by the characteristics
induded in the modd.? To assess whether this seems to be the case we look first at

8 A traditional approach to correcting for this type of problem would be to instrument the minimum
wage variable. However it is difficult to construct satisfactory instruments in this example — that isa
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what firms reported about the percentage of the company’s tota operating costs
accounted for by wages. We might expect that tha firms most affected by the
legidation should see the largest increases in their wage hill. This seems to be the
cae. Firms without a minimum wage worker in 1998 report that the proportion of
total costs accounted for by labour fell by approximately 1 percentage point. For firms
with a leasst one minimum wage worker in 1998 the proportion of totd cods
accounted for by labour increased by 25 percentage points. Findly firms who
reported having a minimum wage worker and who dated that they would not have
incressed wages in the absence of the legidation saw the proportion of costs
accounted for labour increase by over 7 percentage points. It seems therefore that the
redefined messure of minimum wage bite is capturing firms for whom the wage hill
increased subgdantidly reative to other codsts during the period the minimum wage
was introduced.

One could 4ill argue tha this reflects unobserved inefficiencies within the
firm that could be corrdated with employment losses. If our redefined minimum wage
variable is smply a proxy for firms with poor “employment-creating characteristics’
then we would expect to see these firms perform poorly even in the absence of the
minimum wage legidation. Since the employment records in our survey are limited to
one obsarvation before and after the minimum wage legidation we cannot cdculate
actud employment changes for the firms in other periods. However, in the fird wave
of the survey firms were asked to record “if compared to the same period in 1997 their
labour force had incressed, dtayed the same or fdlen”. If the redefined minimum
wage “bite’ vaiable is smply capturing firms with unfavourable unobserved
Characteristics, then we might expect to see these firms dso displaying relatively poor
employment performance in the earlier period. This did not seem to be the case to any
pronounced degree, suggesting that the sdf-assessed minimum wage “bite” indicator
is more than just a proxy for unobserved firm-level characterigtics.

7.4 The Impact of the minimum wage on other outcomes.

While the impact of minimum wages on employment changes has attracted
mogt atention in the literature, there have dso been some sudies looking a the

variable that is correlated with the self-reported minimum wage bite but uncorrelated with the
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minimum wages on other non-wage characteristics’ As discussed in Chapter 4, the
second survey asked firms to indicate the impact the minimum wage had on severd
other aspects of their company’s operations, included hours worked, recruitment of
younger/less  experienced  daff, increese in output  pricess use  of
technology/machinery, improved qudlity of product, daff morde, productivity,
subcontracting, Staff turnover, and indudrid rdations. To datidicdly estimae the
effect of the minimum wege legidation, we now relae the responses to these
questions to the minimum wage variables defined in this chapter,'® and the resuilts are
givenin Table 7.3.

We see from these reaults that firms most affected by the minimum wage are
more likely to have reduced hours, increased output prices and substituted capital for
labour. However the effects are not dl negative. These firms are dso more likely to
report that the quality of therr product had improved, that productivity had increased
and tha morde was now dgnificantly higher. However these changes seem to have
had little effect on indudrid relations. These results indicate that firms reacted to the
minimum wage in a vaiety of ways, and tha employment levels are just pat of a
larger adjustment process. A somewhat surprisng result is that firms most affected by
the minimum wage are more likdy to report an increase in aff turnover as a result of
the legidation. This is in contrast to much of the monopsony literature tha cites
reductions in turnover as a potentid podtive dde-effect of minimum  wages
However, firms may have found it difficult to didinguish the impact of the minimum
wage effect on turnover from the generd trend towards increased turnover over the
period, particularly in certain sectors of the economy.

7.5 Conclusion.

This chepter had sought to datidticdly esimate the effects of the naiond
minimum wage, notebly on employment levels usng data for the firms induded in

unobserved measures affecting afirm’s performance.

° Holtzer et a (1988) look at minimum wages and vacancies, Card and Krueger (1995) look a number
of issues including fringe benefits, output prices and profits, Neumark and Wascher (1998) look at
training and Aaronson (2001) looks at the price pass-through effects of minimum wages. Walsh (2001)
extends recent monopsony models of employment to situations where jobs are characterised by two
components (a wage and non-wage component). He shows that firms' respond to minimum wages by
reducing the non-wage component of the job, which in turn may reduce employment even when the
labour supply is upward sloping in wages.
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both the survey carried out before introduction and the more recent one a the end of
2000/early 2001. The results showed that employment growth among firms which had
low-wage workers in the fird survey was not sgnificantly different to that for firms
which had no such workers.

However, it was noted that the number of workers below the minimum wage
in the fird survey may be an unsatifactory measure of the “bite’ of the minimum
wage. Some workers, initidly bdow the minimum wage ae likdy to have ther
wages increased over time irrepective of the legidation. This is likdy to be a
paticular problem in Irdand where wages have been growing sSgnificantly in the
years prior to the legidaion. To account for this we redefined the minimum wage
vaiable to include only firms who had low wage workers and who stated that they
would not have increased wages by as much were it not for the minimum wage
legidation. When we used this redefined measure of the minimum weage bite we did
find a dgnificant negative employment effect. Further andyss suggested that this
result was not driven by unobserved firmlevel characteristics associated with poor
employmet growth and sdf-reported wage redtraint. It therefore appears that
employment growmth may indeed have been reduced among the smdl number of firms
most severdy affected by the minimum wage legidation.

19 Dueto the nature of the dependent variable we used an ordered probit for this part of the analysis.
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Chapter 8

Conclusions

8.1 The Purpose of the Study
The Nationd Minimum Wage was introduced in Irdand in April 2000. This

Sudy, commissoned by the Depatment of Enterprise, Trade and Employment, has
looked retrogpectively a the impact of the introduction of the minimum wage. It has
been based on a survey of firms carried out in late 2000/early 2001, interviewing both
a subgantia proportion of firms dready interviewed in 1999 — for whom the Stuation
“before and after” the minimum wage can be directly compared — and some other
firms. These surveys have been used to assess the impact of the minimum wage on
employment and wage leves and other agpects of work organization among Irish

firms

8.2 The 1998/9 Survey of Firms

The gspecidly-designed survey of firms carried out before the minimum wage
was introduced obtained information from 1,062 Irish private sector firms. About one
in five employees in these firms were being pad less than £4.50 an hour. About three-
quarters of employers in the survey were aware of the proposed minimum wage, but
many did not know its detailed specification. Only about 11% sad they had taken
deps to prepare for the minimum wage, and even in the sectors most affected this
figure was no higher than one-quarter. Significant numbers said that cutting back on
profit ~ margins,  productivity  increases, reduced — daff  turnover, and
retraning/upgrading work of current dtaff. Seventeen per cent indicated that the
introduction of the minimum wage could result in their going out of busness —
dthough the posshility of drategic response by firms trying to influence policy was
noted. More than hdf the firms sad that saff /unions would probably ingst on
retoration of pay differentias as aresult of the minimum wage.

The Follow-up Survey
Like the origind survey, the follow-up survey of firms after the minimum

wage was introduced was desgned principdly to collect detalls on the current
employment structure of private sector non-agricultura firms.  In particular, it sought
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details on the number of persons engaged on both a full-time and part-time bads
according to, inter alia, hourly basc pay rates, age and gender. A range of
information on the firm itsdf was adso obtained, induding trends in the volume and
vaues of busness over the years immediatdy preceding the survey. In addition, the
firms perceptions of the effects of minimum wage legidaion on its operation and in
particular on wage levels was probed.

All the firms who completed the first survey were included in the target sample
for the second one, as wdl as a further random sample of 1,160 firms, sdected on a
random dratified bass from ligs of firms maintaned in the ESRI. Response levels for
the origind set of firms were about 60%, and among the additiond set it was 45%,
giving an overdl response rate of 53%. Prior to anayss the 1,072 responding firms
were datidicdly reweighted to ded with differentid nonresponse and with the
nature of the sampling procedure, which over-sampled from certain sectors of
particular interest in the present context.

8.4 Key Characteristics and Trends

In conddering the potentid impact of the minimum wage, it is worth
emphassng firg tha mogt firms in mogt sectors in the most recent survey sad they
had no employees paid £4.50 or less per hour. The only sectors where a subgtantia
number of firms had a sgnificant proportion of their workforce at that pay levd were
textiles and clothing manufacture, retailing, and hotdsbarsrestaurants. Furthermore,
wage costs accounted for about 37% of total operating costs on average, but for if
anything less than that in firms with a significant number of low-paid workers.

When asked about trends in their business over time, most sectors and firms
were doing well, but that certain sectors and types of firm were doing less uniformly
well or facing paticular problems. Overdl twice as many firms sad their workforce
had increased as decreased, but the latter was more common in textiles and clothing.
Staff turnover had increased in retall and persond services, and firms with some low-
paid employees were less likely than others to say that volume had increased. Textiles
and clothes manufecturers and firms with a dgnificant proportion of low-paid
employees were dso less likely than others to say they were making profits.

When firms were asked what aspects of their operations they felt to be mogt
difficult, recruiting staff was by far the most frequently identified. Basc labour costs
were adso identified as important by a subdantid proportion of firms, and this
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proportion had risen since the survey in late 1998/early 1999. This highlights once
agan the tightness of the labour market around the time the minimum wage was
introduced, a crucid condderation in the impact it is likely to have had on wages and
employment.

8.5 Perceptions of the Impact of the Minimum Wage

Firms in the recent survey were dso asked a range of questions about their
knowledge of the minimum wage and thar perception of its effects. While virtudly
al had heard about the minimum wage, Sgnificant proportions did not know exactly
when it had been introduced or the exact levd a which it was sat. Overdl only a
snal minority had availed of the reduced rates payable for young/inexperienced
workers, though about one-quarter of firms with employees paid £4.9 or less per
hour had done so — most often, the reduced rate for those under 18 years of age.

About 85% of firms said none of their employees had received an increase in
pay as a direct result of the minimum weage. However, dmogs hdf the firms with
employees paid £4.50 or less said some employees had received such an increase.
Ovedl, aout 5% of employees were sad to have receved such an increase in
textiles and clothing, retailling and hotelSrestaurants/bars that figure was in the 7-12%
range. About 13% of firms sad that they had to increase pay raes for some
employees above the minimum wage to restore differentids.

However, over 80% of firms sad that, in the light of trends in the Irish labour
market, they would have had to incresse wage raes anyway up to the minimum wage
leve. Correspondingly, only 16% of firms sad that the minimum wage directly
increased tharr labour costs, and for half of these the increase was less than 5
percentage points.

When asked about the impact on employmert, only 5% of respondents (16%
in firms with ggnificat numbers of lowpaid employees) sad they would be
employing more people today in the absence of the minimum wage. This additiond
employment would represent an extra 5000 employees across dl firms in the
population. However, dmogt haf of this totd was in firms which did not actudly
employ anyone paid £4.50 or less. This, and the extent of the genera pressure on
wage leves, suggests tha the figure of 5000 extra jobs is if anything an over-
estimate.
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8.6 Changes in Employment Structures

Looking a the dructure of employment, there was a remarkable degree of
condancy before and after the introduction of the minimum weage in the composition
of employment in terms of grades, full-time/part-time breskdowns etc. In the retaling
sector, however, there was a reduction in the proportion of maes and an increase in
the proportion of femae part-time workers. The percentage of workers in the
youngest age cohort dso fdl dightly, from 5 to 3 per cert, between 1999 and 2001.
This was probably driven more by re-entry and increased participation rates among
those in older cohorts than by the effects of the minimum wage.

There was a very substantial reduction between the two surveys in the percentage
of workers earning IRE4.50 per hour or less — from 21 per cent in 1999 to just over 4
per cent in 2001. Full-time employees continued to have a substantidly lower risk of
being low pad than ther pat-time counterpats. Those engaged in the
Hotel/Restaurant/Bar and Retall sectors had a much higher risk of being low pad than
those involved in other areas of economic activity. Notwithstanding mgor reductions
in risk figures in dl sectors between 1999 and 2001, both Retall and
HotelgRestaurantsBars ill displayed very high risk levels redive to other sectors.
Women had a higher risk than men, even when full-time/part-time status was taken
into account.

The percentage in the lowest hourly basic pay category was srongly related to
age. As many as 50 percent of workers aged 18 years or less were in the lowest basic
pay category in the 2001 survey. The comparable figure for the 19-25 year old group
was 7 percent and 1.4 percent for those aged 26 years or more. Findly, the main
concentrations of sub-minmum workers in both surveys were in occupational grades
which were related to Sdes and Persona Services.

8.7 Changes in the Common Sample of Firms

We then considered changes in the structure of employment at the level of the
individud firm for the sub-sample of cases which participated in both rounds of the
survey. The probability of going out of busness over the period was mogst strongly
related to their having experienced a fdl in their profit levels over the preceding 12-
month period. The intengty of sub-minimum workers in the workforce did not appesar
to be afactor influencing that probability.
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As one would expect in the light of the cross-sectiond results only smal
percentages of firms remained with persdently high leves of sub-minimum wage
employees over the period in question and very few actudly increased the percentage
of ther workforce pad a this levd. The firms in question appeared to be
concentrated principdly in the retail sector, with some lesser concentrations in the
Hotel/Restaurant/Bar sector.

8.8 Econometric Estimates of the Employment Effects

Satigicd andyds of firms present in the two surveys showed that
employment growth among firms which had low-wage workers in the first survey was
not sgnificantly different to that among firms which had no such workers. However,
the number of workers below the minimum wage in the fird survey may not be a
satisfactory measure of the “bite’ of the minimum wage, because some of those
workers would have seen their wages increese over time irrespective of the
legidation. Including only firms who had low wage workers and who stated that they
would not have increased wages by as much were it not for the minimum wage
legidation, employment growmth may have been reduced among the smdl number of
firms mog severdy affected by the minimum wage legidation.
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