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INTRODUCTION

Minimum wage policy is one of the most widely studied areas in labour
economics. Of fundamental importance to this research is the ability to identify
minimum wage workers in the first instance. This requires researchers to calculate
an employee’s hourly wage rate. This is often done using administrative wage data
combined with data on hours worked that is either self-reported or based on
average hours worked within a country. Inevitably, there will be some
mismeasurement of hours worked, and this can lead to misclassification whereby
a non-minimum wage worker could be misclassified as a minimum wage worker,
and vice versa. This could potentially impact the accuracy of studies measuring the
impacts of changes to minimum wage policy.

Ireland is unique in that it is the only country in Europe whose Labour Force Survey
(LFS) contains administrative earnings data, self-reported hours worked, and a
direct question that asks employees if they are on the minimum wage. By
combining these features of the Irish data, we compare different approaches for
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classifying minimum wage workers and evaluate the implications for minimum
wage research.

DATA AND METHODS

We use Irish Labour Force Survey (LFS) data to classify minimum wage workers in
two ways. First, we combine administrative wage data (from official Revenue
sources) with self-reported hours worked to calculate an hourly wage rate. If the
employee’s hourly wage rate is equal to the minimum wage, they are classified as
a minimum wage worker. For the second classification method, we use a question
that directly asks employees whether they are on minimum wage.

We examine whether differences emerge between the two approaches when it
comes to calculating the incidence and characteristics of minimum wage
employment. Following this, we evaluate whether recent minimum wage increases
in Ireland led to a change in hours worked for minimum wage employees. Again,
we carry out separate analysis for both classification methods and compare the
results.

REesuULTS

We find that the incidence of minimum wage employment using the direct
guestion is lower compared to the administrative approach. Specifically, using the
direct question, we find that 7 per cent of employees are on minimum wage in
Ireland, compared to 10 per cent using the administrative approach. There are also
differences in the characteristics of employees. Minimum wage workers according
to the direct question possess characteristics that more closely resemble the
typical characteristics of low-paid workers. That is, they are more likely to have
temporary contracts, low levels of education, work part-time and work in low-paid
sectors and occupations.

Our results also show that recent increases in the minimum wage in Ireland led to
a reduction in hours worked for minimum wage employees, and this is consistent
across both classification methods. However, the size of the effect can differ
depending on the approach used. For example, when using the direct question, we
observe a reduction of approximately one hour per week following the 2020
minimum wage increase, compared to a reduction of approximately 1.8 hours per
week using the administrative approach. Finally, we propose a classification
approach that is based on employees that are consistently classified using the
direct question and administrative data. We show that this can overcome some of
the limitations associated with each of the two individual approaches.

CONCLUSIONS

Our research shows that the method used to categorize minimum wage employees
matters when it comes to analysing and evaluating minimum wage policy. An

2



advantage of the lIrish data is that it allows us to use different approaches to
identify minimum wage employees. This potentially allows for a more reliable way
of studying minimum wage employment. However, this is not available for other
countries in Europe. As such, we argue for the introduction of a standardized
minimum wage question across EU Labour Force Surveys. This would not only
improve reliability of minimum wage research but would also facilitate
comparative cross-country minimum wage studies — an area that is currently
under-researched.





