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GENERAL SUMMARY

Objectives of the Study

This study analyses the extent and nawure of low pay among Irish
employees, and the relationship between low pay and poverty. Previous
studies of low pay in Ireland have been limited to certain sectors only. The
nature of the data available has also meant that the links between the
individual employee’s low pay and poverty at the houschold level could not
be studied - although it has often been aken for granted that a direct
strong relatvionship exists. This study uses a representative national
household sample for 1987 10 analyse in depth the extent of low pay using
various bench-marks, and identifies the distinguishing characteristics of the
employees involved. It goes on to examine the extent to which low pay and
poverty — measured in terms of household disposable income ~ in fact
overlap. This has major implications for the likely impact on poverty of
policies intended to assist the low paid, such as a minimum wage.

The Data Used

The study, like the carlier ESRI report on Poverty, Income and Welfare in
Ireland {1989), makes use ol dawa collecled in a specially-designed
household survey in 1987. This was designed o provide a nationally-
representative sample of Irish households. The information obuained for
employees in these houscholds included details of their earnings,
occupation and industry, hours worked, education, as well as age, sex,
marital status etc. Comparison of the composition of employees in the
sample in terms of age, sex, occupational group and sector with external
informadon from the Census and Labour Force Survey suggests that they
represent all employees well. The limited comparisons possible with
external information also show average reported earnings in the sample o
be broadly in line with expectations. The survey thus provides a basis for
analysis of low pay across all sectors, which has nol previously been
available. While pay levels will have risen since that date, the surucuure of
the earnings distribution tends to be quite stable and is unlikely to have
altered markedly over that relatively short period. The fact that the survey
covered not only employees but households means that the situation of an
individual earner can be related 1o that of the household in which he or
she lives, and the position of households affected by low pay can be
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Xiv LOW PAY IN IRELAND

compared with other houscholds. Thus, the dawa provides an ideal basis on
which Lo examine the relationship between low pay, applying to an
individual's carnings, and poverty, which is usually assessed at the level of
the household.

What s Low Pay?

The definition of a paruicular pay level as “low” is of necessity rather
arbitrary. Studies elsewhere generally relate low pay thresholds o the
general level of earnings in the economy in question. For example, the
average or median earnings ol full-iime adult employces ~ sometimes
males only — may be taken as a reference point, and “low” pay defined as
carnings below half or two-thirds of that figure. Given that there are no
very strong arguments for concentrating on a particular bench-mark,
though, several different thresholds are used here, spanning the range
suggested by conventional approaches to deriving such thresholds. This
allows the sensitvity of the results to the choice of threshold o be seen,
and results which hold across a range of cut-offs, for example on the
characteristics of the low paid, can be presented with more confidence.
Most of the results in this study are therefore based on a “lower” and a
“higher” hourly pay threshold, the former being £2.50 and the lauer £3.25
in 1987 terms. (The corresponding figures in real terms at 1992 prices
would be about £2.90 and £3.80 respectively.)

The Lixtent of Low Pay

Although the gap between these wo thresholds is quite narrow in
monetary terms, the carnings disuribution is particularly dense in this area,
so that while 14 per cent of fulltime emplovees are found 1o be below the
lower hourly threshold, 26 per cent are below the higher one. This
illustrates the point that the extent of low pay is very sensitive to the
precise cul-off chosen. Part-time employees are more likely than full-ime
ones to earn less than the hourly thresholds: 36 per cent of those working
less than 30 hours per week were below the higher cut-off. The extent of
tow pay in lreland appears 1o be similar to the UK, but greater than
Belgium, The Netherlands, Germany or France, using for example half
median earnings in each country as the low pay cut-off. The overall
distribution of earnings among men is also similar 1o Britain,

Who Is Low Peaid?

While the numbers measured as “low paid” are very sensitive o the
precise choice of low pay threshold, the characteristics of those involved
are by contrast rather stable. Low-paid full-time employvees are
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predominanty young: almost two-thirds of those below the lower hourly
threshold are aged under 25. Among older full-ime employees, women
are much more likely to be low paid than men. Most low-paid part-time
emplovees are also women, many of whom are married. The risk of being
low paid is particularly high for women working in service or commercial
occupations, or the retil or personal services indusirial sectors, Regrression
analysis showed that age and education level attained were central
determinants of an individual’s probability of being low paid, but that sex,
marital status and industrial sector were also important. For example, a
male employee in the sample aged 35 who had not reached Group or
Intermechate Certificate was estimated o have a one-in-three chance or
risk of being below the £3.25 th reshold, whereas a woman of the same age
and education tevel had a one-in-two chance. Higher levels of cducational
attainment dramatically reduced the chance of being low paid.

Low Pay and Poverty

The extent of the overlap between low pay and houschold poverty was
examined, and found 1o be quite limited. Only a minority of the
individuals below the low pay thresholds are in houscholds below relative
income poverty lines. Even using the higher pay threshold and the highest,
60 per cent, relalive poverty line, only about one in five low-paid employecces
are in “poor” households. This pauern corresponds to that found in other
countries such as Britain and the USA, and in that sense is not particularly
surprising, though it does not appear to be the common perception of the
relationship. It arises primarily because most poor houscholds do not
contain an employee ~ social welfare and sell- employment income
dominate in such houscholds. Most low-paid employees are in households
in the middle and upper parts of the income distribution. The main
factors determining the income ranking of households containing a low-
paid employee are the extent o which the houschold relies on his or her
Carnings, and whether there are dependent children. Frequently, there are
other earners in the houschold, or other members have income sources
such as pensions or self-employment income. The probability of being in a
“poor” household is highest where the low-paid individual is the household
head and where there are children to support,

The relationship between low pay and poverly also needs 1o be seen in
a dynamic perspective, however. While for some low pay is « transitional
stne, for others = particularly older employeces- iLis likely to be associated
with other aspects of labour market disadvantage. For example, older
employces in the survey earning below the low pay thresholds had
experienced more unemployment in their careers than those above the
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thresholds, and were less tikely 1o be entited to a pension when they retire.
For such individuals, particularly those with low levels of educational
autainment, low pay is to be seen as one aspect of more pervasive labour
market disadvantage over time.

Policy Strategies

The appropriate strategies to deal with low pay depend very much on
how the problem itself is framed. For example, one response is State
intervention to set wage minima, either through an extension of the
current Joint Labour Committee system or the introduction of a National
Minimum Wage. The central objection to such intervention, and the focus
of heated debate in Ireland as elsewhere, is the likely impact on
employment: if the result is widespread job losses, then many of the
intended beneficiaries of the policy would in fact suffer. This study does
not attempt to assess the size of these employment effects, but establishes
some important facts from which that assessment might begin.

First, it is shown that most of the low paid are not in sectors/
occupattons currently covered by Joint Labour Commiuecs. Secondly, it is
shown that most of the “gains” from a National Minimum Wage, if there
were no effects on employment, would not go o households towards the
botiom of the income distribution. Focusing on the relative small minority
of households below income poverty lines which do contain an employee,
though, about half these households would benefit, with about 25 per cent
lifted above the 60 per cent relative poverty line. By focusing on the
hypothetical consuruct of a fully effective minimum wage which had no
negative effects on employment, this exercise reveals the limited impact
which such a strategy could have on poverty. There may, however, be other
objectives, such as improving the earnings of women, who would receive
about 60 per cent of the hypothetical “gains’.

In terms of poverty alleviation, this analysis serves to highlight the
importance of improved support directed specifically at the “working
poor” with children. The ways in which such support could be provided
include child income tax exemptions or allowances, means-tested Family
Income Supplement, or universal Child Benefit. Increasing expenditure
over time on Child Benefit rather than social welfare child dependant
allowances, as recommended by the Cammission on Social Wellare, would
be costly but would assist many of the working poor while increasing the
incentive Lo seeck employment.




Chapter |
INTRODUCTION

This study analyses the extent and nawre of low pay in Ireland, the
relationship bewween low pay and poverty, and the implications of the
observed pattern for policy. The swudy is based on the detaited information
on the earnings and other characieristics of a large sample, obtained
through the Survey of Income Disuibution, Poverty and Usage of State
Services carried out by the ESRL This provides a data base of a type not
previously available for Ireland, which is particularly suited 10 the
examination of the characteristics of the low paid and the houscholds in
which they live.

“Low” pay, like poverty, is not a clearly-defined unambiguous concept.
Furthermore, the implications of low pay and the reasons why it is of
concern also require elucidation. At one level, pay is earned by an
individual and its determinants gencrally analysed with reference to the
characieristics and preferences of the individual. Concern about low pay
may arise from notions of equity and fairness in the treatment of
individuals, in terms of avoidance of exploitation, for example. However, at
another level, earnings are the dominant source of income for families and
households, and concern about low pay arises because of its role in
procucing poverty. These perspectives are often combined and confused,
and the present study highlights the value of maintaining the distinction.
This is of major importance hoth in analysing low pay and poverty, and in
considering policy responses.

Rescarch on low pay in the Irish context has also been hindered by the
data available. Analysis has had o be based for the most part on surveys of
earnings where individual micro-level data were not available to the
researcher. This meant that the scope for analysis of the factors influencing
carnings at an individual level was limited. Generally, further information
on the family or household in which the individual lived was not available.
Thus, the crucial link between low pay at an individual level and poverty at
the family/household level has not been made. Finally, the data on
earnings available to previous researchers has been limited to particular
secLors, so it has not been possible to get a piclure of the overall
diswibution ol carnings across the economy.
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The present study has two main objectives. The first is 1o analyse in
depth and describe in some detail the extent of low pay, the characieristics
of those affected, and the industrial sectors and occupational categories in
which they work. Through the estimation of earnings functions and
models relating individual characteristics o the probability of being low
paid, the key influences at an individual level on low pay are also
identified. The second main objective is o link low pay to poverty, by
examining the sitnation of the families/households of low patd individuals
and the complex relationship between low pay and poverty.

The sample daw employed here, from the survey carried out by the
ESRI in 1987, is particularly suited to pursuing both these objectives. I
obtained detailed data on the earnings and hours worked of employees,
the characteristcs of those em ployees, and the industries and occupations
in which they worked. I also obtained information on the income from
each source of all houschold members and on the composition of the
housechold. Towal household income related to household size/
composition, can therefore be used in analysing poverty. Other
information which is also useful in that context, such as measures of
perceived financial surain and indicators of deprivation, were also
obtained. Thus, the data base already used in a variety of studies of poverty
and related topics (notably Callan, Nolan, e al, 1989), is in many ways
ideal for the analysis of low pay and poverty.

The study begins by briefly reviewing previous swudies of low pay in
Ireland, and the various approaches used here and elsewhere (0 setting low
pay thresholds. Chapter 8 then describes the data base and assesses its
rehability in the context of low pay. Chapter 4 examines the extent of low
pay using different thresholds, distinguishing between fulltime and part-
ume employees. Chapter 5 describes the characteristics of the low paid —
defined in a number of different ways - in terms of age, sex and marital
status, and education. Chapter 6 examines the occupational groups and
indusurial sectors in which the low paid work. Chapter 7 relates individual
characteristics and industry/occupation groups to earnings and the
probability of being low paid through a regression analysis. Chapler 8
examines the relationship between low pay and poverty, looking at the
position of the households in which low paid individuats live,

Chapter 9 turns to the impact and role of direct intervention by the
State in seuing wage minima. The operation of the current Joint Labour
Commiuce system is first described and assessed in so far as possible using
the sample data. The introduction of a National Minimum Wage is then
considered. Finally, Chapier 10 brings wogether the main findings and
draws out their implications for policy.




Chapter 2
ANALYSING LOW PAY

2.1 Initroduction

Clearly, before analysing the extent of low pay or the characteristics of
the low paid, the term must be defined: what do we mean by “low™ pay? No
single generally-accepted definition exists, but a variety of approaches o
seuting o threshold below which pay is 1o be considered “low” have been
adopted in previous research in Ireland and elsewhere. In this chapter we
first discuss the various methods of seuting a low pay threshold employed in
rescarch on low pay internationally. We then briefly review previous
research on low pay in Ireland, concenurating on the nature of the data
and the definitions of low pay used.

2.2 Defining Low Pay

There is no clear consensus on what “low pay” means, and a variety of
approaches to setting a low pay threshold have been used in research or
policy formation internationally. Drawing in particular on Metcalf (1981),
two quite distinct perspectives can be identified however. The first looks at
“low™ pay relative to other earnings, while the second assesses pay relative
o some poverty or standard of living criterion. While they are interrelated
to a degree, it is useful to consider how the underlying approaches as well
as the methods of implementation differ - and it must be emphasised that
each can also be operadonalised in a variety of ways.

Considering a particular level of pay to be “low™ relative to the earnings
available to others may derive from the nouon of a “fair” or %just” wage.
Distributive justice among wage-carners is thus taken 1o imply that “a fair
day's pay for a fair day’s work™ is required. “Low” pay can then be assessed
against, for example, average or median earnings, or a particular pointin
the earnings distribution may be taken as the threshold. Whatever the
precise method, the standard being employed is based on other
inclividuals™ carnings.

The nlternative perspective begins essendally with standard of hving
considerations, and asked what pay level is “low” relative o the income
required 1o atain an acceptable or adequate standard of living - o avoid
poverty, in effect? This is clearly not entirely unrelated in origin (o notions

3




4 LOW PAY IN IRELAND

of “fairness” within the wage distribution. However, this emphasis leads to a
comparison of pay levels with poverty standards, whether derived from
social security support rates, other “official” poverty lines, or absolute or
relative income poverty lines derived in other ways, rather than earnings-
based standards.

Within each of the wo broad approaches, then, there are various
methods of operationalising the standard being applied, and the precise
details of how this is done can have major implications for the extent of
low pay produced. Taking the earnings-based approach, one procedure is
1o simply use average earnings as the point of comparison, so that a
particular proportion of mean earnings acts as the low pay threshold. This
is the approach recommended by a Committee of Experts of the Council
of Europe, in considering how the right to a *fair Remuncration” might be
interpreted. They proposed that about two-thirds/68 per cent of the
national average wage be taken as a “decency threshold™ Since the mean is
quite sensitive Lo extreme values, median earnings has also been adopted
as the basis for a threshold, and two-thirds of the median has been used
quite widely as a low pay threshold inwernatonally.

Stilt within the earnings-based approach, a rather different method is
to select a point in the earnings distribution as the low pay threshold, for
example, the level below which 10 per cent of workers fall. Simply defined
in this way, of course, the extent of low pay would always be the same, and
the emphasis would be on the composition of the low paid and how that
changes over time or varies across countries. However, in practice the
distribution-based method has usually been applied in a way which does
not have this implication. Generally, rather than simply taking a point in
the overall earnings distribution, the threshold has been derived from a
narrower distribution, for example of earnings of fullime adult males
(see, for example, Royal Commission on the Distribution of Income and
Wealth (1978)). This procedure in essence takes the “norm” against which
pay is assessed 10 be what a man working full-iime a1 full rather than
trainee rates carns. Thus, aking the bottom decile of that diswribution as
the threshold, 10 per cent of adult full-time males will be below that level
but so also will a higher percentage of women, young trainee and part-time
workers. The numbers found in low pay will then depend on the
relationship between male and female, adult versus trainec and full-time
versus part-time carnings’ distribution. (In applying the mean/median-
based approach, of course, the mean/median can also be caiculated for a
narrower group such as full-time adult men, rather than all employees.)

Turning to the sitandards derived from poverty line considerations,
again a number of different methods are employed. Where there is an
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official State-specified poverty line — or indeed a State minimum wage -
this can be employed as the siandard. Very often, of course, no such lines
exist, and the rates of safety-net support provided by the social welfare
system are taken to represent an implicit official line. Alternatively, poverty
lines may be derived independently by other approaches, based for
example on specifying and costing a minimum basket of goods and
services, or relative lines related to average income, or other methods (sce

allan and Nolan (1992) for a review). What must be emphasised though
is that such poverty standards apply 1o famities or wider households, not
individuals. Thus a couple with wwo children will be taken to “need” a
higher income than a single person, and this will be reflected in a higher
poverty line. Low pay is being assessed on an individual basis, though, and
generally takes no account of the different family circumstances of
different workers. The conventional usage is (o take the poverty standard -
however derived — for a couple with two children as the basis of the low pay
threshold, in other words a pay level which does not allow the worker 10
keep such a family “out of poverty” is deemed low. The relationship
between low pay — an awribute of the individual = and poverty — which is
usually assessed on a family or houschold basis - is however necessarily a
complex one as a result (see Nolan (1989)).

Finally, the question arises as to whether low pay is to be measured in
terms of hourly or weekly carnings, which has of course, major implications
for the treatment of part-time workers. From a poverty perspective, the
concern with adequacy relates 1o weekly earnings or indeed income over a
longer period, such as a year. In assessing the “fairness” of a partcular level
of earnings, though, hours worked have to be waken into account and a
focus on hourly earnings is appropriate. Even from a poverty/adequacy
point of view, low weekly pay attributable to low hours worked represents a
rather different phenomenon o low rates of pay. Generally, though not
universally, then, low pay is measured either in terms of hourly earnings, or
weekly earnings for full-time workers.

2.3 Previous Research on Low Pay in Ireland

Recent research on low pay in Ireland includes Blackwell (1986, 1987,
1989), McMahon (1987, 1988, 1992) and Biackwell and Nolan {1990).
Blackwell's work was based on two data sources: the Structure and
Diswribution of Earnings in [Indusury, Disuribution, Credic and Insurance
Survey carried out by the CSO in 1979 (CSO, 1984) and the Houschold
Budget Survey for 1980 (CSO, 1982). McMahon's analysis was also based
primarily on the 1979 Strucwre of Earnings Survey. Blackwell and Nolan
(1989) presented the first resulis from the analysis of low pay in the ESRI
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Survey carried out in 1987, on which much greater detail is given in later
chapters, and therefore will not be discussed au this slage.

Both Blackwell and McMahon employed a variety of approaches to
deriving tow pay thresholds, rather than relying on a single method, drawing
on the methods applied in, for example, Metcalf (1981) and the work of the
Low Pay Unitin Britain. Table 2.1 shows the methods they use, which can be
fitied into the general schema outtined in the previous seciion. Blackweil
calculated a number of thresholds based on mean/median carnings and
lowest decile cut-offs. In doing so, he concenrated on carnings of full-time
employees working in Transportable Goods Indusiries (TG1). Some
thresholds were based on the carnings of both males and females, adulis
and “young” employees, whereas others concentrated on males and/or
aduls. In implementing the aliernative approach using a poverty standard,

Table 2.1: Approaches to Deviving Low Pay Thresholds in Previous ish Research

Method Blachwell MceMahon

(a) Kamings Standard™

— Average income 68 per cent of average carnings Dino, and 80 per cemt
of all full-time adult cmployees of that benchmark
- Median income Two-thirds/hall median income ol

all full-time male employvees

- Distribution-hased Lowest decile among full-ime males

Lowest decile amongfull-line
adult male employees (aged 218 or 221)

(b) Poverty Standard
- Supplementary Welfare Gross carnings equivalent 1o Diuo
Allowance SWA for couple with 2 children,
+ 1.4 times this amount

— Family Income Gross carings cligibility level Ditto
Supplemen for couple with 2 children
(c) Other JLC adull minima

(weighted avernge)

Sources: Blackwell (1986), Appendix 2, Table A, McMahon (1987.) Table 14,
Note: () All these thresholds were based on enmployecs in Trimsportable Goods Industries
only.
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Blackwell wok two different safety-net social welfare schemes. The first,
Supplementary Welfare Allowance (SWA), applied wo those not in work,
while the second, Family Income Supplement (FIS), applied 1o those in
work but carning below specified levels (and with a dependent spouse and
children). The amount which would have 10 be carned (gross) to produce
net carnings equivalent o SWA for a couple with wtwo children (with no
other income), and 1.4 times that amount, were calculated. Likewise, the
level of carnings below which an employee with dependent spouse and 2
children became eligible for FIS was calculated.

McMahon (1987) employs thresholds derived from the SWA and FIS
schemes in a similar manner. He also calculates the Council of Europe
suggested threshold of two-thirds of average adult earnings (again he uses
TGI only). A higher figure calculated from  the same mean income
benchmark and suggested at the time by the [CTU, of 80 per cent, is also
calculated. In additon, he calculates an average across sectors of the
minima specified by the Joint Labour Commiuees operating in various
sectors (these are described in detail in Chapter 9 below).

Both Blackwell and McMahon estimate the numbers below the various
thresholds they calculate, in the sectors covered by the 1979 Suucture of
Earnings Survey. The thresholds, and thus the percentage low paid, vary
over a considerable range. By coincidence, both Blackwell and McMahon
give particular emphasis o a figure of 23 per cent in low pay, though they
derive that figure in different ways and apply it to different overall
populations. Blackwell found 23 per cent of all employees in industry,
distribution, credit and insurance 10 be below a weekly threshold derived as
the lowest decile of earnings among male full-ime employees in industry.
This included both partstime and full-ime employees. McMahon found a
similar percentage of full-time adult workers in the same survey below a
higher threshold derived following the Council of Europe approach.

Blackwell examined the composition of the low paid in the Swucture of
Larnings Survey hy age, sex, industry and occupnt,icm:al group, and also
looked at pari-time versus full-time workers. Certain groups were clearly
identificd as facing a particularly high probability of falling below the
decile threshold just mentioned. Women faced a considerably higher risk
than men, even if working full-time, and also made up a much higher
proportion of parttime workers. Retailing, clerical work and unskilled
manual work made up a high proporuon of the low paid. More recently,
Blackwell (1989) presented some resulis from the 1980 Houschold Budget
Survey. Unlike the Stracture of Earnings Survey, this contained employees
from all sectors, and it was seen that a relatively high proportion of
employees in agriculure and personal services were also low paid.
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2.4 Conclusions

This chapter has served to demonstrate that a variety of methods may
be employed o derive a low pay threshold, and that the choice of a
particular standard is necessarily rather arbitrary. It is therefore important
that the sensitivity of results o the location of the threshold be assessed.
The present study builds on previous research on low pay in Ireland,
notably that by Blackwell and McMahon. Here, a more comprehensive and
up-to-date data source will be employed to look in more detail at the extent
and nature of low pay in Ireland. The 1987 ESRI Survey has major
advantages for this purpose, apart from offering an opportunity 1o up-date
previous research. First, it covers employees across all sectors, rather than
only Transportable Goods Industries, or TGI plus distribution, credit and
insurance covered by the 1979 Strucwre of Earnings Survey. The overall
extent of low pay can therefore be assessed, and its incidence in different
scctors compared, with full sectoral coverage.

Secondly, the wealth of information available on characteristics of the
individuzl and his/her job, and the fact that the micro-data set itself can be
directly analysed at an individual level, greatly increase the scope for analysis
of the factors influencing earnings and their relative importance. Previous
research has had to rely for the most part on cross-tabulations showing the
characteristics of the low paid, the incidence of low pay by sector, etc. This is
of considerable interest, and the present study presents detailed results in
this form in Chapters 5 and 6. It is also possible, though, to analyse the key
influences on low pay at an individual level through the estimation of
earnings function and models relating individual characteristics to the
probability of being low paid, as explored in Chapter 7,

The other feature of the data which opens up a new and crucial area for
investigation is the fact that it is not simply a sample of employees. Rather, it is
a sample of households which includes detailed information on not only
the earnings etc. of employees but also the income fram each source of all
household members, and a range of other information on the houschold
and its members. Thus, the position of low paid employees within the
houscholds in which they live, and the relationship between the earnings of
individuals and the income of their families or households. can be
examined. This means that rather than focusing simply on low pay and
individual carners, the relationship between low pay and family poverty can
be traced out. This is of central importance in assessing policy responses to
low pay, in terms of their likely contribution o the alleviation of poverty.




Chapter 8
THE DATA BASE

3.1 Indroduction

In this chapter the cenual data source 1o be em ployed in the remainder
of the study, the Survey of Income Diswribution, Poverty and Usage of State
Services, is described. The nature of the sample, the range of information
gathered on the charactenistics of the individuals and households it contains,
and the details obtained on earnings, deductions and hours worked for
cmployees are discussed. The representativeness and reliability of the sample
data in the context of the analysis of low pay are then examined.

3.2 The Sample

The survey was designed to provide a national sample [rom the
population resident in private houscholds. The sampling frame was the
Register of Electors, from which a sample of names and addresses was
drawn. Sampling was implemented using the RANSAM programme
developed at the ESRI, which implements a mulu-stage random sample
incorporating both stratification and clusiering, giving each individual on
the Register an equal probability of being sclecied (see Whelan 1979;
Keogh and Whelan 1986).

A target sample of 5,850 households was drawn, and interviewing was
carried out betveen December 1986 and September 1987, Some of these
households could not be contacted — mostly because they had moved or
the person selected had died - or wrned out o be institutions. OF the
remaining 3,165 households, responses were successfully obtained from
8,294 or 64 per cent. Most of those who did not respond cither refused o
participate or were never available when the interviewer called.

In order to correct for possible biases introduced by the pattern of
non-response, and by the fact that the inidal sample was on the basis of
persons rather than houscholds, the sample for analysis was reweighted o
correspond with information from external sources. This information,
from detailed tabulations from the 1986 Labour Force Survey supplied by
the CSO, covered the cross-tabulation of houscholds by (i) urban versus
rural location, (i1} number of adulis in the household, (iii) occupation of
the household head, and (iv) age ol the household head. Rewcighting
cases by the ratio of population to sample figures in each cell, the

9
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reweighted sample then corresponds with the Labour Force Survey in
terms of this cross-tabulation.

3.3 The Information Obtained

The survey gathered a wide range of information on houschotd and
personal characleristics, income and indicalors of style of living, views and
attitudes, and usage of health services and education. This was designed 1o
allow rescarch on a variety of subjects, including poverty and income
distribution, the labour market, the use of State services, and the operation
of the tax and social welfure sysiems. Here we concentrate on the coverage
of the areas of direct concern in the present study, namely individuals’
labour force participation and earnings, and - in the context of the
relationship between low pay and poverty — household income and
composition. (A general description of the survey and its contents is
provided in Callan, Nolan ef al., 1989, Chapter 4.)

For individuals aged 15 and over and not in fulllime education, a
detailed individual questionnaire covered the respondent’s current labour
force status and experience over the previous year, earnings and other
income, occupation and industry, educational background, and labour
market experience since leaving education. For those who were currenty
employees — that is, working for at least one hour per week for pay or profi
and describing themselves as employees — detailed information on current
gross earnings, deductions, and net earnings, as well as hours worked were
obtained. In additon, any unusual features of current pay were identified,
and usual net and gross pay were also requested where different from last
receipt.

The detailed information on earnings and deductions sought from
employees consists of the following:

(i) last take-home pay (including any overtime, bonuses or

commissions);

(i) itemised direct deductions, viz.
income tax,
PRSI contributions (employee),
superannuation/pension contributions,
urade union dues,
life assurance premia,
VHI subscriptions,
mortigage repayments,
regular savings,
other deductions.
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(iii} Last gross pay before tax and other deductions;

(iv)

(v}

(vi}

amount of any wax refund or refund of business expenses by
emplover included in gross pay;

whether the last wage/salary was affecied by any of the [ollowing:
holiday pay or other pay in advance,

back pay,

different pay rate for unsociable hours/differenc shifts,
occasional bonus,

irregular paid overtime,

absence from work because of sickness,

emergency Lax,

other (specify).

Whether the tast wage/salary afier deductions was the amount
usually received when in work, and if not, the amount usually
received hoth before and afier all deductions.

Respondenis were asked whether they were paid weekly/forinighdy/
monthly, etc., and where possible were asked 10 consult a pay stip to obtain
the details requested. On hours worked, they were asked:

(a)
(b)
(c)

if paid weekly, how many hours they worked in the week covered
by the earnings data provided, including overtme;

for all employees, how many howrs per week they usually worked,
excluding overtime; and

for all employees, how many hours (if any} paid overume they
usually worked per week.

The occupation and indusury of each respondent was also sought, and
the responses coded o the detailed 3-digit categories employed by the
CSO in the Census of Population, Labour Force Survey, ewc. Each
individual was also asked about the highest level of education they
auained, for example, Primary Ceruificate, Group Ceniificate, Intermediae
Ceruificate, Leaving Ceriificate or University degree.

Information on any regular subsidiary job being done was also
requested. This covered the type of job, the gross and net amount earned
in the past year, and the hours usually worked.

Respondents were asked about their recent labour force experience -
when they took up their present job, how long they had been continuously
at work when interviewed, how many weeks they spentin work in the past




12 LOW PAY IN [RELAND

year, and how many wecks of unemployment and separate spclls of
unemployment they had in the past year. In addition, information was
obtained about labour force history since leaving full-time education - the
number of years spent in employment, unemployed, ill, in home duties or
retired, and the number of different jobs and of unemployment spells
experienced during that time.

For some individuals in the sample, it was not possible 1o obtain
responses o the full personal questionnaire. This arose because, for
example, that individual was never available/at home when the interviewer
called, or was ill, or did not wish o complete the full questionnaire. In
such cases, where possible, an abbreviated questionnaire was filled in,
cither with the co-operation of the individual concerned or some other
houschold member. This questionnaire contained key information on age,
sex, labour force status, gross and net (usual) car nings, hours usually
worked, occupation and indusury, and, education autained.

In addition to this information on employces, which is of direct
relevance in the context of low pay, the survey sought detailed information
on income from other sources for all household members — self-
employment, occupational pensions, social welfare benefits, rent interest
and dividends. A full picture of the composition of the houschold and the
relalionships of the various members was also sought. In this way the
income position of the household, taking into account its “needs”, can be
examined, making possible inter alia the in-depth analysis of poverty and
income distribution (see Callan, Nolan e al, 1989) and, in the present
study, of the relatonship benveen low pay and poverty. In exploring this
relationship it is critical o have detailed information not just on the
distribution of earnings among employees, but also on that of income
among families and households, how this income is made up and who in
the houschold receives it. The contribution of low paid employees o the
income of their households, the nature of the role which different low
paid employees play in their households, and the reasons why some low
paid employees are in poor houscholds but many others are not, can then
be eased out.

3.4 Reliability and Representativeness

The overall represenuuiveness of the household sample was discussed
in Callan, Nolan et al. (1989, Ch. 4). Aflter rewcighting, as already
mentioned, the sample corresponds with the Labour Force Sur vey in terms
ol the detailed cross-tabulation by urban/rural location, number of adults
in the houschold, occupation and age of the household head. The
composition of the rewcighied sample was then compared with external
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sources in terms of the percentage of households with 0, 1, 2, 3 or more
persons at work, and likewise the number unemployed, as well as the
age/sex composition of all persons in the sample and the numbers in
receipt of social welfare payments of different types. The sample
corresponcls well in most respects with the population, as indicated by
external sources, in terms of these variables. Further analysis has shown
that it also provides a satisfactory picture of the proportions in each of the
three health service entidement categories (which are determined on a
means-tested basis), as well as the disuibution of those hable for income
tax by broad income category.

In the present context, it is particularly imporiant to assess the
representativeness of the employees in the sample, in terms of their
characieristics and the distribution of earnings. This may be done by
drawing on a variety of external data sources, most importantly the 1986
Census of Population, the Labour Force Survey (LFS), and the Quarterly
Industrial Inquiry (QI1). About 2,800 individuals in the ESRI survey were
employees, of whom over 2,000 completed full individual questuonnaires
and the remainder abbreviated questionnaires. Most of the analysis (o be
presented in the study includes all these employees: where only those for
whom full questionnaires are available are included this will be made clear.,
We now look at the characteristics of these employees in comparison with
external sources, o see if the sample can be taken as representative of all
employees in the population.

First, Table 3.1 shows the distribution of employees in the ESRI sample
by sex and age group, compared with the corresponding figures from the
1986 Census of Population. The Census showed that 62 per cent of
employees were male, 38 per cent female: in the ESRI sample the
breakdown is very similar, with slightly more males — 6317y per cent — and
86'79 per cent females. In terms of the age distribution, the ESRI sample
has a lower percentage aged under 25 and more aged 25-34 than the
Census = this is wrue of both males and females, but is more pronounced
for the former. This may reflect both the common difficulty in sample
surveys of obtained satisfactory response from young single persons —
particularly those living in flats — and the parucular problems which using
the Electoral Register as the sampling frame may face in adequately
representing such persons as well as newly-formed households (see Keogh
and Whelan, 1986). However, the scale of the problem should not be
exaggerated: the sample has 24 per cent of employees aged under 25
compared with 28 per cent in the Census, balanced by having 4 per cent
more aged 25-34, and otherwise is close to the Census proporuons.

We now wurn to the classification of emplovees by occupation and
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Table 3.1: Employces by Sex and Age Group, ESRI Survey and 1986 Census of Population

Fercentage of all Emfrloyees

Age Range Merle Female Total
FSRE Census ESRI Census LSRRI Census

15-24 11.3 13.49 13.0 14.3 245 28.2
25-34 22,0 18.6 12.9 12.2 4.9 30.8
4544 19.8 14.0 1.9 5.2 18.7 19.2
45-54 10.3 0.2 34 3.6 18.7 12.8
55-64 5.8 5.6 1.9 2.2 7.7 7.8
65 and over 0.3 0.6 0.5 0.5 0.8 1.1
Tetal 63.4 619 36.6 38.1 100 100

Source: Census of Population 1986 Summury Population Repart — 2nd Series, Tables 18 and
19, and ESRI Survey 1987,

industry. Tuble 3.2 shows the distribution of employees in the sample by
occupation, compared with the 1987 Labour Force Survey (LFS) results for
employees, using the occupational groupings employed in the LFS. The
ESRI sample has a higher proportion in the “producers, makers and
repatrers” category, and a lower proporiion of professional/technical
workers. Otherwise, there is reasonable correspondence between the two
samples. A similar comparison for employees classified by industry is
presented in Tabte 3.3. The ESRI sample has a higher proportion working
in production industries and in public administration, and a lower
proportion in professional services and building. Overall, though, the
ESRI sample appears to reflect the industrial and occupational
composition of employees quite well.

In addition to the representativeness of the employees in the sample in
terms of key characteristics, it is also obviously crucial in the present
context to assess the reliability of the information provided on earnings.
While survey-based income information is known to be subject 10
particular problems (sce Callan, Nolan ef al., 1989, Ch. 4), it is relevant
that wages and salaries are generally considered to be one of the areas
where these are least serious (see, for example, Atkinson and Micklewright
(1983)). In addition, it is possible 10 carry out some checks on the
reliability of the earnings data in the ESRI sample, by comparison first of
all with the CSO’s Quarterly Industrial Inquiry (QI11).
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Table 8.2: Empioyees by Ocenpational Group, ESRE Survey and 1987 Labour Force Survey

Percentage of all Employees

Ocenpational Croup ESRI Suruey 1987 LIS
Agricubtural Workers 1.9 2.9
Producers, Makers and Repairers 28.0 22,7
Labourers and Unskilled Workers (n.c.s.) 4.5 4.1
Transportand Communication Workers 87 7.7
Clerical Waorkers 13.8 15.6
Commerce, Insurince and Finance Workers 9.6 10.4
Service Workers 119 10.6
Professional iand Technical Workers 15.0 19.4
Others 6.7 6.6
Touwal 100.0 100.0

Source: Labour Force Survey 1987 Table 17, and ESRI Survey 1987,

Table 3.3: Employees by Industry, ESRE Swrvey and 1987 Labour Force Survey

Percentage of all employees

Industry ESRI Survey 1987 LEFS
Agriculware, Forestey and Fishing 1.8 2.6
Building aud Consuruction 39 0.4
Other Production Induswries 30.6 26.1

Commerce, Insurance, Finance and

Business Studies 17.6 19.4
Transport, Communicitions and Storage 8.4 7.0
Professional Services 17.0 21.5
Public Administration and Delfence 12.2 8.5
Others 87 8.4
Tonal 100.0 100.0

Source: Labour Force Survey 1987 Table 12, and ESRI Survey 1987,
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The QII covers “industry”, including electricity, gas and water, which
means that about one-third of all employees are included. Sectors which
are not covered include agriculture, building and construction, public
administration, retail and wholesale disuibution, finance, and professional
and personal services. In addition, the average industrial earnings series,
which receives a great deal of auention, does not cover all employees in
industry, but rather only what are termed “industrial workers”. This
category includes operatives, maintenance workers, storekeepers, packers,
cleaners, ctc., together with basic supervisory swaff and apprentices.
Clerical and managerial staff are not included. However, separate series
covering the earnings of clerical and of managerial workers are now also
published.! It is therefore now possible, in addition o having the average
earnings ol industrial workers, 1o estimate average carnings for all
employees in industry. It is this wider figure which we use for comparison
with the ESRI sample.

Average gross weekly earnings for industrial workers in Transportable
Goods Industries in the period December 1986 1o September 1987 -
approximately the period covered by the ESRI survey — was about £194.2 For
clerical and managerial workers the ligure was considerably higher, at £281.3
For the "All Industries™ grouping, the widest covered by the QII, which also
inctudes electricity, gas and water supply, the corresponding figures were
£196 for industrial workers and £286 for clerical and managerial workers.
An average for all employees may be computed, weighting on the basis on
the numbers of industrial versus clerical/managerial employees.® This
average is about £214 per week for TGI and £218 for “All Industries”.

The weekly carnings figures in the QII refer to gross pay including
overtime, shift and other allowances, commissions and regular bonuses,
but excluding irregular (including annual) bonuses and commissions as
well as back-pay and redundancy payments. They are therefore comparable

1. Sce fish Statistical Bulletin, March 1988, pp. 60-65 for a detailed description of the
series, and Tables 9, 10, 11.

2. Irish Statistical Bulletin, Sepiember 1988, Table 4, |- 449,
3. Irish Statistical Bulletin, Seprember 1988, Table 9, p. 474,

4. Irish Statisticn! Bulletin, Scptember 1988, Table 4, p. 449 and Table 9, p. 474
respectively.

5. Sce for example the numbers employed in December 1987, as shown in 1SR
Scptember 1988 Table 3, p. 444. This shows that 76 per cent of all persons engaged in “All
Industiries” were indusurial workers,
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with current gross earnings in the ESRI survey, which includes any un usual
feawures of the Tast weckly pay such as overtime payments, rather than usual
pay.® Average gross current earnings in the ESRI sample for employees in
TGl was £193 per week, and for all employees in the “All indusuries”
grouping the figure was £199. The earnings figures in the QII are based
only on establishments with 10 or more persons engaged, rather than a
representative sample of all employees. Smaller establishments wnd o
have lower average wage levels than larger ones, so the QII figures would
be expected Lo overstate carnings for all employees. Taking this into
account, the average carnings levels in the ESRI sample appear broadly in
line with expectations.

As well as the average level of earnings, the extent o which the sample
reliably represents the distribution of earnings is obviously critical in the
context of studying low pay. This can be assessed first by comparison with
the quite limited data from other sources on the earnings distribution,
notably the 1979 Struciure of Earnings Survey carried out by the CSO.
Such comparisons are discussed in detail in Chapier 4, when the resulis
presented on the extent of tow pay in the ESRI sample are compared with
those of earlier studies. Here, without going prematurely into that
discussion, it may be simply staied that the overall shape of the earnings
distribution in the ESRI sample and some frequently-used summary
indicators — such as the ratio of the lowest decile cut-off to the median -
look quite similar 1o those shown by the limited data previously available
for Ireland.

The other available source of comparative data is the siatistics
produced by the Revenue Commissioners on incomes reported for income
tax purposes. The in-depth comparison in Callan (1991) between data
published by the Revenue Commissioners and the ESRI survey looks infer
alia on PAYE taxpayers, of particular relevance here given our focus on
carnings. While there are difficulties in terms of definilions, etc., the ESRI
survey is scen to have a broadly similar distribution of tax units by income
range to that shown by the revenue statistics, with particularly close
correspondence above £5,000 per year. This is again encouraging evidence
on the relinbility of the earnings distribution in the survey.

6. Current income in the survey excludes annual and other irregular bonuses and
connmissions, though it does include back-pay.
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3.5 Conclusions

This chapter has described the survey on which the swdy is primarily
based, the Survey of Income Diswribution, Poverty and Usage of State
Services. This survey provided a wealth of information on about 3,300
households, containing about 2,800 employees. The nature of the
sampling procedure, response and reweighting were discussed. The
informaton obtained was described in some detail, in particular the range
of data on earnings and individual and household characieristics. The
reliability and representativeness of the sample, especially in the context of
the analysis of employees and their carnings, was assessed by reference to
external information. A variety of such checks showed that the sample
appeared to adequately represent employees in terms of age, sex,
occupation and indusury breakdowns, as well as their average level of
earnings.




Chapter 4
THE DISTRIBUTION OF EARNINGS AND THE EXTENT OF LOW PAY

4.1 Introduction

In this chapter, the distribution of earnings and the extent of low pay
in the ESRI 1987 sample are examined. [n analysing low pay, a variety of
thresholds is employed, in order o assess the sensitivity of the results to the
exact low pay cut-off used. The position of full-time versus part-time
workers is examined. As well as the number ol employees [alling below the
thresholds, the extent to which they do so is also measured. The results on
the extent of low pay are also related to those of previous Irish studies.

4.2 The Distribution of Earnings

In order 1o put the position of the low paid in context, we begin by
examining the overall distribution of earnings among employees in the
1987 sample. This data base allows the distribution across all employees,
not only those in industry, 0 be analysed for the first time. We focus on
reported wsual gross carnings, since current {i.e., last) pay may have been
affected by unusual factors such as absence or occasional bonuses. In
looking first at weekly earnings, attention is confined o full-uime
employees, defined for this purpose as (usually) working at least 30 hours
per week. The earnings distribution is conventionally described in terms of
the median, decile and/or quartile cut-offs, the median being the earnings
level which divides the sample into two, the quartiles being the levels which
divide it into quarters, and the deciles being the levels which divide it into
tenths. A popular measure of dispersion in this context is the bouom
decile as a percentage of the median, though a wide range of other
measures may also be employed (see, for example, Cowell 1977).

Table 4.1 shows the mean, the median, the upper and lower quartles,
and the wp and bottom decile cut-of(s for weekly usual gross carnings for a
number of different groupings of employees in the sample. Column (1)
covers all full-ime employees, irrespective of age, sex, or sector. It shows that
average weekly gross euarnings were £198, with the median slightly lower at
£179 per week. (The median invariably lies below the mean in carnings or
income distributions internadonally.) Ten per cent of fulltime employees
earn less than £88.5 per week, and one-quarter earn less than £133. In the

19
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top half of the distribution, ene-quarter of all full-time emplovees ¢arn more
than £241.5, and 10 per cent earn more than £326. The lowest decile cut-off
vepresents only 49 per cent of the median, wheveas the highest decile
represents 182 per cent ol the median. This is one way of conveying the
disperston of earnings, then: in broad terms, the bouom 10 per cent of (full-
time) employees all earn less than about half the median, and the 1op 10 per
cent all earn almost twice that halfway point in the distribution.

These figures refer to all full-ime employees. The picture may be
rather different for particular sub-groups, though. For example, Cols. (2)
and (3) show the pattern for men and women separately. Not only do men
earn considerably more on average — £218 per week compared 10 £156 for
women - the extent of dispersion towards the bottom of the distribution is
also less. The bottom decile as a percentage of the median is 55 per cent
for men but only 48 per cent for women - the lowest paid tenth of women
ave further away from median temale earnings than the corresponding
group in the male distribution. There is much less difference in the shape
of the upper part of .the distribution.

Table 4.1: Dispersion of Weekly Gross Earnings, Full-time® Emplovees, 1987 ESRI Sample

() (2 (3) (4) {3 {6)
Adult
Adults in - Males in
All Men Women Adulis® Industry* Industry
£ per week
Mean Earnings 198.0 2179 155.5 200.1 204.6 2213
Median Earnings 179.2 195.0 145.0 180.0 185.0 200.0
Lowest Decile 88.5 107.4 64.8 94.2 110.0 125.0
Lower Quanile 133.4 156.0 105.0 135.0 140.0 150.0
Upper Quartile 241.5 263.0 191.6 245.1 240.0 260.0
Highest Decile 326.0 350.0 257.6 327.0 325.5 342.5
As %o of mediern
Lowest Decile 494 551 48.1 52.3 50.5 62.5
Lower Quartile 7.4 76.9 72.4 75.0 5.7 75.0
Upper Quartile 134.8 134.9 132.1 136.2 129.7 130.0
Highes Decile 1819 179.5 1717 181.7 175.9 171.2
* Working at least 30 hours per week,

b Aged 18 or over,
¢ “Industry” as in the Quarterly Indusirial Inquiry “All Industries™ grouping, which covers
Transportable Goods Endustrics plus Elecuricity, Gas and Waler,
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If autention is focused on “adult” earners, defined for this purpose as
aged |8 or over, Col. (4} shows that the mean and median are slightly
higher and the degree of dispersion lower than when younger employees
are included. The bouom decile now represents 52 per cent of the median.
For reasons of data availability, quite often the distribution ol earnings in
industry only has been analysed and Col. (5) shows that concenurating on
adults in industry rather than all adults further reduces measured
dispersion towards the bouom of the diswibution. The bottom decile now
comes to 60 per cent of the median (with the median itself again higher
than for ali adulis). Finaily, focusing on adult males in industry only, mean
and median earnings are higher again and the bouom decile represents
62.5 per cent of the median. The rest of the distribution is much less
affected by the concentration on such sub-groups. The lower quartile,
upper quartile and highest decile as a percentage of the median are almost
the same for adults as for all employees, and while focusing on industry
and/or males only does reduce the degree of dispersion, this is much less
pronounced than for the bouwom decile.

[Lis difficult 1o use these results to make comparisons with other
countries or with the himited information available previously on the Irish
carnings distribution because of differences in sources, coverage and
definition. Differences in coverage arise, for example, because all
employees, employees in certain sectors only (such as “industry”, again
variously defined}), and/or in firms over a certain size may be included.
Frequently, only “full-time adults” are included, with various different
definitions of full-time and adult, The earnings mensured may be last pay
or “usual” pay, may or may not include overtime or honuses, and those
whose pay was affected by absence or some other unusual feature during
the period may or may not be excluded. Only male employees, or
sometimes male manual employees, are included in some cases.

As far as previous Irish data on the earnings distribution are
concerned, the CSO published a series on earnings of employees in
indusury, derived from the Census of Indusurial Production, for many years
up to 1968 after which it was discontinued. The CSO also published the
resulis of the once-off Survey of the Structure and Distribution of Earnings
in Industry, Distribution, Credit and Insurance carried out in 1979, and
the carlier survey confined to Distribution, Credit and Insurance sectors
only carried out in 1974. These sources covered only the minority of all
employees (see Blackwell, 1989) who worked in the sectors covered. In
additon, the Suructure and Distribution of Earnings Surveys included only
those working in establishments which had 10 or more employees. In
certain sectors the earlier Census of Indusurial Production series also
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excluded small firms. The published reports show the distribution of
employees by ranges of earnings, the decile distribution was not. published.
Finally, these surveys were carried out by obtaining data lrom employers, not
from interviewing employees as is the case with the present study.

Blackwell (1989) presented resulis based on special tabulations from
the 1979 Siructure of Earnings Survey showing the lowest and highest
decile and the median level of earnings for full-lime employces “paid in
full”, separately for Industry, Distribution, Credit and Insurance. These
figures cover only those employees whose pay throughout the pay
reference period was not affected by absence. Regular overtime and
bonuses are included. The lowest decile as a percentage of the median in
Industry was 58.8 for males, 64.1 for females, and 54.4 for males plus
females together.” Exactly corresponding definitions of carnings and
employees covered cannot be applied 1o the 1987 ESRI sample, but
coming as close as possible, we can produce figures for full-time employees
in industry who were not absent from work in the pay period.® The lowest
decile as a percentage of the median for this sub-group was 58.4 for men,
almost exactly the same as the 1979 Suruciure of Earnings Survey figure.
For women, though, the 1987 figure is significantly higher, at 70, so the
overall average is slightly higher at 57. However, remaining differences in
definition and coverage as well as in the way in which the figures were
produced mean that the comparison can only be suggestive.

ILis worth noting that for employees in Industry, the lowest decile as a
percentage of the median for female employees is higher than for male
cmployees, both in the 1979 and 1987 surveys. As Table 4.1 showed,
though, for all employees the lowest decile as a percentage of the median
is lower for females than males. Only 25 per cent of fulltime women
employees work in industry, and the dispersion of earnings among women
is much wider when those working in other seclors, particularly services,
are included.

Blackwell has also presented the lowest decile as a percentage of the
median for 1960 and 1968 derived from the CIP-based carnings series, for
males aged 18 or over employed in Transportable Goods Indusuries only.
The figure for 1960 was 62.1 per cent and for 1968 it was 60.7 per cent”

7 See Blackwell (1989), p, 43,

8. Those excluded may then include some cmplovees who were absent but whaose pay
was not allecied.

Y Blackwell (1989), P45, 1 is noclear how these figures were derived,
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Restricting our attention to this sub-group in the 1987 survey, the
corresponding figure is 58.2 per cent. Again, there remain differences in
definition, coverage and the nawure of the data source which may influence
the comparison,

Geary and O Muircheartaigh (1974) also presented estimated
percentiles for the ClIP-based series for males in TGI for earlier years,
derived by interpolation from the published data, which provide an
interesting perspective on longer-term wends. Taking their estimates ol the
lowest percentile and the median in 1968 produces a lowest decile/median
ratio of 61.5 per cent, which compares with estimates of 47.2 per cent for
1938 and 53.0 per cent for 1947, As they poini out, this represents
significant improvement in the relative position of low-paid men compared
with other men in indusury, though over a long period. Neither the 1979
Suructure of Earnings Survey nor the 1987 Houschold Survey suggest this
vend was maintained, though any firm conclusion would be hazardous
given the differences in the data sources.!? It should also be noted that
males aged 18 or over working in TGl constitute (in the 1987 survey)} only
21 per cent of all employees.

Comparisons with other countries are also problematic, because of
similar problems in werms of data sources, coverage and definiton. (For
example, a recent comparative study on carnings disuribuuons using the
Luxembourg Income Swudy data base designed 10 maximise comparability
focuses on annual earnings of men employed year round (Green, Coder and
Ryscavage, 1992)}. It is useful, though, to look at the statistics for Great
Britain and Northern Ireland produced from the New Earnings Survey
carried out annually there. These cover gross weekly earnings of full-ime
emplovees on adult rates of pay whose pay in the survey period was not
alfected by absence. Table 4.2 shows the lowest decile, lowest quartile,
upper quartle and highest decile as a percentage of the median for gross
weekly earnings drawn from this source for 1987, separately for men and
women and for Great Britain and Northern lreland. Figures derived for
the Republic of Irekind from the 1987 survey coming as close as possible 10
the same coverage and definitons are also shown.

101 he figures for mates (rom the Strucinre of Earnings Survey quoted above refer (o
full-lime male cmployees inindusuy, while those [rom the earlier ClPbased series refer 1o
nules aged 18 or over in TGL However. analysis of the 1987 du suggests these differences
are likely o have linle impact on the lowest decile/median mtio. The Bact tha the 1979
survey, and 10 lesser extent the CIT serics, did not cover those i simall csiablishments
could represent i more INporing Sowrce of bias in comparisons with the 1987 survey.
However, probably the most important difference. which alone would rule out firm
conclusions. is the fact that the 1987 figures are from a houschold survey whereas the
carlier oncs are fram siveys of cinployers.
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Table 4.2: Gross Weekly Eamings of Full-time Adult Employees: Percentiles of the Distrilation for
1987, Great Britain, Northern Ireland. the Republic of Ireland

Great Britain Northern Ireland Reprublic of Ireland
As B of Median Men Women Men Women Men Wormen
Lowest Decile 59.4 64.2 58.6 60.9 58.9 50.%
Lower Quartile 75.7 78.1 74.0 74.7 75.6 77.0
Upper Quarile 1325 133.5 137.3 138.4 1339 140.8
Highest Decile 176.2 171.7 184.2 178.6 176.6 177.2
Median Esig/IRE 198,44 132.9 176.3 123.3 203.8 149.0

Source: Great Britain and Northern Ireland: New Earnings Survey 1987; Republic of
[reland: 1987 ESRI Survey (see text).

Notes: - Great Britain and Northern Ireland: full-ime employees (working at least 30 hours
per week) on adult rates of pay whose pay was not affected by absence; Republic of
Ireland: Tulltime employees (working at least 30 hours) aged 18 or over not absent
due to illness during pay period.

The male distributions are very similar indeed across the three: the
lowest decile as a percentage of the median is 59.4 per cent for Britain,
58.6 per cent for Northern Ireland, and 58.9 per cent for the Republic of
[reland. There is a striking difference, however, in the hottom tail of the
earnings disuibution for women, with the lowest decile as a percentage of
the median coming to only 50 per cent in the Republic of Ireland,
compared with 61 per cent in Northern Ireland and 64 per cent in Great
Britain. Thus, the lowest paid full-ime female employees in the Republic
are a good deal further below the halfway point of the female earnings
clistribution. However, the relavonship between the medians of the male
and female distributions also differ. Where the median among women
represents 67 per cent of the male median for Great Britain and 70 per
cent of the male median for Northern Ireland, the figure for the Republic
is 73 per cent. Thus, although there is greater dispersion of earnings
around the median among women in the Republic, that median is closer
to the mid-point of the male earnings distribution.

Finally, before concentrating on low pay, it is useful 1o look at the
distribution of hourly rather than weekly carnings. All employees, not just
full-timers, can now be included. Table 4.3 shows the median,
lowest/highest deciles and lower/higher quartiles for hourly earnings in
the 1987 sample, for all employees and for a number of sub-groups.
Column (1) shows the figures for all employees in the sample, where we
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see their mean hourly gross earnings (in 1987 terms) were £4.90. The
median was lower, at £4.30, while 10 per cent of employees ¢arned less
than £2 per hour and 25 per cent earned less than £3.12. The top 25 per
cent (in terms of hourly earnings) earned £5.88 or over, while the top
decile earned £8.43 or over. The degree of dispersion is slightly greater
than that seen for weekly carnings among full-time employees in Table 4.1
(Col. (1)). However, this is mostly because of the inclusion of part-time
workers rather than the switch from weekly o hourly earnings. Column (4)
of Table 4.3 shows the dispersion of hourly earnings among full-time
cmployees only, and this is similar to the patern for weekly earnings seen
carlier.

Columns (2) and (3) compare the pauerns for hourly earnings among
men and women. The mean and median are lower for women (though the
difference is less than for weekly earnings in Table 4.1}, and the degree of
dispersion is greater among women. This is largely because a higher
proportion of women work part-time and many part-timers have
particularly low hourly earnings. The degree of dispersion is less among
full-time employees (Col. (4)) or adulis only (Col. (5)) than all employees,

Table 4.3: Dispersion of Hourly Gross Earnings Among Employees in 1987 ESRI Sample

(1) (2) (3 (4) (3)
All
Emplayees Men Womnen Full-time® Adulis®

£ per hour
Mcan 4.90 5.25 4.30 4,79 1.95
Median 4.30 4.62 3.64 4,32 4.34
Lowest Decile 2.02 245 1.75 2,12 2. 15
Lower Quantile 3.12 3.50 2.61 3.20 408
Upper Quartile H.88 6.25 512 5.75 5.91
Highest Decile 8.43 8.62 7.67 8.00 8.50
As Fo of Median
Lowest Decile 47.1 53.0 48.0 49.2 49.6
Lower Quartile 72.9 5.7 71.7 74,1 73.4
Upper Quartile 136.6 135.1 14005 185.2 156.2
Highest Decile 196.1 186.5 2105 185.3 195.9

Notes:  * Working at least 30 hours per weck.

b Aged 18 or ower,
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We now focus on those towards the botiom of the carnings
distribution, discussing first in Section 4.3 the way in which “low pay” is to
be measured in this study.

4.3 The Definttion of Low Pay

The issues which arise in attempting 1o define a low pay threshold, and
the various approaches to doing so, have been discussed in Chapier 2
above. Given the wide range of possible thresholds, and the absence of any
firm basis on which 10 choose among them, we will not rely in this study on
any particular threshold. Instead, the extent and nature of low pay will be
assessed using a number of different thresholds, and particular attention
will be paid to the sensitivity or otherwise of resulls 1o the precise location
of the low pay cut-ofT.

None the less, it is uselul 1o begin by tooking at the level of low pay
threshold which would be produced by the various approaches discussecd
earlier, 1o put the ones employed here into perspective. This can be done
first by updating 1he thresholds used in previous studies. Table 4.4 shows «
number of thresholds based on the “distributional cut-of ™ and the “social
wellare-based cut-off” approaches, drawing on the earlier studies by
Blackwell (1986, 1989). The distribution-based thresholds are derived from
the 1979 Swrucwure of Earnings Survey, updated to 1987 by indexation
using the change in average industrial earnings over the period. The
thresholds based on social welfare support rates are based on the rates in
force during 1987, The thresholds vary over a wide range, from £85 to
£156 per week, though most of the figures are clustered in the £115-£185
region.

It is interesting to compare the “distribution-hased™ thresholds
produced by updating the Structure of Earnings Survey with those which
can be derived from the ESRI survey for 1987 isell. In doing so, it is
important initially o wry to reproduce as closely as possible the coverage
and deflinition of earnings employed in the derivation of bench-marks
from the Structure of Earnings Survey. This mcans looking first au
Transportable Goods Industries only, The thresholds derived from the
Structure of Earnings Survey were based on “full4ime employees paid in
full”, and to approximate 1o this we concentrate on those in the ESRI
sample who are working at least 30 howrs per week, The main threshold
usec in Blackwell (1986, 1989) was the lowest decile cut-ofT for males on
adults rates in TGI, “full-time paid in fuil”, which updated o 1987 was
about £136 per week. In the ESRI sample, the lowest decile for full-time
maldes in TGl aged |8 or over for usual gross pay is £123 per week. If
instead we use last pay, but now exclude those whose last pay was affected




THE EXTENT OF LOW PAY 27

by absence, the lowest decile cut-off is £120 per week. Notall those aged 18
or over may be on adult rates: raising the age threshold to 21 would
produce a lowest decile figure (usual pay) of £131. The ESRI survey thus
suggests a slightly lower level for this particular bench-mark than updating
the 1979 Suruciure of Earnings Survey figure.

Table 4.4: Low Pay Thresholds Derived from Alternative A pproaches, 1987

() Updated "Thresholds from Previows Studies £ per week
Lowest decile, mates on adult vates in TGLH 136
Two-thirds of medinn earnings of males on adult res in TGH* 156
Halfl of median carnings of males on adult rates in TGL® 17
Two-thirds of average earnings of all employees on adult rates in TCGH 134
Gross carnings equivalent (after 1ax) 1o Supplementary Welfare Allowance. © 85
1.4 times SWA B¢ (WRY)
Eligibility level Tor Family Income Supplement b 128

(1) Thresholds Devived from ESRI Survey:

Lowest decile, adult males in TG1 123
Lowest decile, adult males all sectors d 112
Two-thirds of median carnings of adultinales, all sectors 131
Hail median carmings ol adult males, all seetors? 498
Tworthirds of average canings of adult employees. all sectors ! 133

* Fulltiime employecs paid in foll, Sirucere of Earmings Survey 1979, updated (see wext).
Couple with iwo children; this tikes into account PRSUwhich would be paid on carnings
= o s would be payable this level,

Including L5 addition for special necds,

Full-time employees, usual pay, aged 18 or over.

Souree for (i): Blackwell (1983).
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This refers to TG only, and it is also of interest 1o look at the
corresponding figure for employees across all sectors. The lowest decile for
all full-time adult male emplovees is £112 per week. For all full-time male
employees irrespective of age the figure is £107. For all full-time employees,
male or female, of any age and in all sectors, the lowest decile cut-off is £89.
This illustrates that confining the sectoral coverage to include only those
working in TGI, and the convention in this approach of deriving the
threshold from (fudltime) adull males, makes a great deal of difference 1o the
earnings’ level involved - including younger employees or women produces
a considerably lower figure for the lowest decile cui-off.

The level of threshold derived from the “distributional cut-off”
approach in any case depends on how that approach is implemented - a
range of figures can be produced by aking various proportons of the
mean or median rather than the lowest decile, For example, two-thirds of
median earnings for full-time adult males (all seclors) would he £13t,
while half would be under £100. Two-thirds of mean carnings of full-time
adults (male or female) would be £133. The “social welfare rate” approach
similarly could be used to justify a number of different figures, with quite
different levels implied in the rates paid under Supplementary Welfare
Allowance compared with the eligibility level for Family Income
Supptement (see Table 4.4). We will therefore proceed by applying a range
of thresholds, rather than attempting io justify and concentrate on a single
cut-off, since this is the more revealing surategy.

For the reasons discussed in Chapter 2, it is customary to measure low
pay in terms of hourly earnings, or 10 apply a weekly earnings threshold o
full-time employees only. While it is relevant from an adequacy/poverty
perspective that a pari-ume worker carns less than a weekly bench-mark,
this may be taken to constitute a “low pay” problem only where the hourly
wage rate is low: someone who is well paid on an hourly basis but works
short hours should not be classified as low paid.!' Here we are interesied
in the overall relationship between employment, pay and poverty, and will

- Thac is not o imply than all those working part-iime do so by cheice. Some clearly face
demand-side constraints and would work longer hours if ihey could. Biackwell {1939), on the
basis of special wbuktons rom the 1988 Labour Force Swivey, showed thar a majority of
regular part-ime male workers stated that they could not find a full-time job. This was rue of
only a minority of female pari-timers, however, most of whom stated that they did not want a
full-time job or were working parttime due o family responsibilities. Even there, of course,
some might prefer 1o work longer hours il alternative child-care arrangentents were more
widely available. The point being made here s that low weckly pay for partime cmployees
due 10 demand or other consiainis on hours worked is w0 be distinguished from low rates of
pay. which is the phenomenon to which the term "low pay” is generally applicd,
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therefore also touch on the position of part-time workers who are not low
paid in hourly terms. In measuring low pay, though, we focus on hourly
thresholds or apply weekly ones to full-time employees only. Weekly
thresholds ranging from £80 1o £140 will first be used 10 assess the
sensitivity of the resulis, and the corresponding hourly figures (based on a
40-hour week) range from £2 10 £3.50 per hour.

4.4 The Numbers Falling Below Farnings Thresholds

We begin by looking at the percentage of employees who have hourly
gross carnings below these various thresholds. We concentrate on usual
gross earnings, since current (i.e., lust) pay may have been affected by
unusual factors. (Usual and last pay in any case differ only for a relatively
small proportion, 11 per cent, of all emplovees in the sample.)

Table 4.5 shows the percentage of employees in the sample who have
hourly gross carnings below various thresholds, from £2 10 £3.50. The
extent of low pay is clearly quite sensitive to the precise cut-off chosen: for
example, 27 per cent of employees are below £3.25 per hour compared
with 15 per cent below £2.50. [n the detailed analysis ol the characteristics
of the low paid and the relavonship betveen low pay and poverty, we will _
for the most part use these two thresholds — using the full range shown in
Table 4.5 would be unwieldy. We will refer to £3.25 per hour, corresponding
to £130 per weck, as the “higher threshold” and £2.50 per hour,
corresponding o £100 per week, as the “lower threshold”. To put these in
perspective, it will be recalled that £130 is slightly higher than the lowest
decile cut-oft for full-ime adult males in TGl in the sample - the cut-off
most often used in previous Irish swudies and in a number of international
ones. The lower threshold of £100 per week is still above the gross earnings
equivalent of the Supplementary Welfare Allowance or Unemployment
Assistance rates for a married couple with vwveo children.

Table 4.5: Employees in ESRI Sample with Usual Hourly Gross Pay Below Various Thresholds

Threshold Percentage in Saumple with Usual

(£ per hour) Hourly Gross Pay Below Threshold
2.00 9.2
2.25 12,3
2.50 14.6
2,75 18.4
3.00 215
3.25 26.8
3.50 32.4




30 LOW PAY IN IRELAND

4.5 Part-Time Versus Full-Time Employees Below Low Pay Thresholds

The percentages below the various hourly thresholds shown in Table
4.5 refer to all employees, irrespective of the number of hours they work in
the week, ILis of interest to distinguish between part-time and full-ume
employees, particularly 1o sce whether part-ime workers are more likely to
be low paid in hourly 1erms than full-timers. The definition of a purt-time
worker is not unambiguous. In the Labour Force Surveys, part-ime/full-
tme workers are distinguished on the basis of self-description rather than
acwual hours worked. This is useful for some purposes, but in the contexi
of measuring the extent of low pay it would not appear appropriate to treat
differendy o individuals working the same hours because one describes
him/hersell as pari-time and the other does not. The ESRI survey did not
in any case ask respondents whether they considered themselves part- or
full-time employees. We therefore distinguish part-time workers on the
basis of hours worked. In the main analysis those working 30 hours or
more per week - a cut-off frequenuy used in other studies - are weated as
full-time workers, those working less than 30 hours as part-timers. This is
applied to the suted hours wsnally worked in a week. (Aliernative hours
cut-offs are examined below.)

Of the employees in the ESRI sample, 11 per cent were working less
than 30 hours per week (as explored in the next chapter, most of these are
women). Table 4.6 shows the percentage of employces with hourly
carnings below £3.25 and £2.50, distinguishing between full-time and part-
time workers. This reveals that a higher percentage of part-time workers
are indeed low paid in hourly terms: 36 per cent of part-timers compared
with 26 per cent of full-timers earn less than £3.25 per hour.

Itis also interesting (o look at the position of the remaining 89 per cent
of employees in the sample, who are working 30 hours or more per wecek,
vis-a-uis the weekly earnings thresholds. Of these full-ime employees, 28 per
cent have usual weekly gross earnings below the higher threshold of £130,

Table 4.6: Employees Below Hourly Earni ngs Thresholds

Percentage Falling Below

£2.50 per hour £3.25 per hour
Full-time Emplovees 18.7 2h.6
Part-time Emmployees 225 36.4

Al Employees 14.6 20.8
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and 12 per cent are below the lower threshold of £100 per week. This is
slightly lower than the percentage of full-time employees below the
corresponding hourly thresholds shown in Table 4.5. This implies that
some of those full-imers below the hourly threshold are working more
than the 40 hours per week assumed in deriving the hourly threshold. Of
course, the converse is also presumably occurring — some of those above
the hourly threshold may be working fewer than 40 hours per week
(though they are working at least 30 hours by construction) and thus
falling below the weekly threshold. The weekly and hourly thresholds
might therefore identify different individuals as tow paid, even if
approximately the same number fell below each.

This is investgated in Table 4.7. This shows that ahmost all of the full-
time employees below the weekly earnings thresholds are in fact also below
the equivalent hourly cut-off. Where 23 per cent of full-time employees are
below £130 per week, for example, 22 per cent are below both this and
below £3.25 per hour. Thus, very few full-ime employees are above the
hourly threshold but working few e¢nough hours 1o be below the weekly
one — only | per cent are above £3.25 per hour but below £130 per week,
and even fewer, less than 1/2 per cent, are above £2.50 per hour but below

£100 per week.

Table 4.7; Full-Time Emplovees Below Weekly and Hourly Enrnings Thresholds

(a) L2.30/£100 Huaurly Threshold £2.50
Fo el Fo ned belotw all
Weekly % helow 11.6 0.9 11,9
Threshold
LIod % not below 2.1 36.0 88.1
All 13.7 86.3 100
(b) L3.25/£130 Hourly Threshold £3.25

% below Yo not below all

Weekly % below 21.8 I.1 2249
‘Threshold
L1130 % not below 3.8 733 77.1

All 25.6 74.4 100
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A larger, but stilt not very large, number are below the hourly threshold
but above the weekly one - in effect, managing (o stay above the weekly cut-
off by working longer hours. About 4 per cent of all fulltime employees,
accounung for 15 per cent of those carning less than £3.25 per hour, are
below that hourly figure but have weekly carnings above £130. About 2 per
cent of full-time employees are below the £2.50 hourly cut-off but have
weekly earnings above £100, representing 18 per cent of those below that
weekly threshold. The conclusion which these figures point o is that using
weekly earnings thresholds for full-time employees identifies individuals
almost all of whom are also low-paid in terms of hourly earnings. However,
in addition there are some individuals who are low-paid in hourly terms but
manage Lo stay above the weekly thresholds by working longer houss.

4.6 Low Pay and the “Wage Cap”

The numbers falling below a particular earnings threshold are only
one measure of the extent and severity of low pay. Clearly, looking at a
range of thresholds, as we have done, provides a more complete picture
than focusing on one cut-off. However, it is also useful 10 measure directly
the extent of the shortfall or “gap” for those falling below the thresholds
(see Meitcalf, 1981, for example}. For full-time workers below the £130 per
wecek threshold, for example, the average “gap” - the difference between
£130 and their actual gross earnings — is £39. Thus it would require a very
substantial percentage increase, of aboul 40 per cent on average, 1o bring
the earnings of the 23 per cent of full-ime employees below that threshold
up to £130 per week. An alternative way of expressing the aggregate wage
gap which is sometimes employed is 10 frame it in terms of the percentage
it represents of the towal wage bill. The aggregate shortfall for fuli-time
employces below £130 per week is about 417y per cent of the 1otal grass
earnings of all full-time employees in the sample. This is, however, of
fimited relevance (o the direct impact on the wage bills of the employers
who would be affected by an increase in earnings for the low puaid.

The wage gap of part-time employees can also be calculated, first vis-i-
ves the weekly thresholds. Unsurprisingly, the average gap for all part-
tumers below the £130 weekly threshold is much greater than for full-time
workers, at £76. Concentrating on an hourly cut-off, though, part-time
workers below £3.25 per hour are on average as much as £1 below that
figure. This makes it clear that the extent of the shortfall below weekly
thresholds for many low-paid workers reflects not just their hours worked
but also the low raie of hourly pay they receive. Irrespective of the
influence of hours worked, a very substantal increase in hourly pay rates
would be required to bring them up that hourly earnings thresholl.
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4.7 Alternative Definitions of Part-Time Working

So far, in distinguishing between fulltime and part-time employees, we
have used a cut-off of 30 hours per week. This is widely used internationally
and will continue o be the main definition of part-time/full-time in the
remainder of the study. However, it is also useful to explore other
definitions. In particular, it is of interest o look at those working under 18
hours per week, since employees working less than that were considered as
part-time for the purposes of the PRSI sysiem up 1o the extensions in the
social insurance entitlements of part-time workers in 1991,

While 11 per cent of the employees in the ESRI sample were working
tess than 30 hours per week, only 4 per cent stated that their usual weekly
hours were less than 18, Those working under 18 hours are, on average,
carning less in hourly terms than those helow 30 hours and are thus more
likely 1o be below the hourly earnings cut-offs. Where 36 per cent of those
working under 30 hours earned less than £3.25 per hour, almost half of
those working less than 18 hours were below that ligure. Using the £2.50
cut-off, the figures are 22 per cent versus 31 per cent for those under
30/18 hours respectively.

4.8 Extent of Low Pay Compared with Previous hish Studies and Other Counltries

It would clearly be of great interest to be able to compare the extent of
low pay in Ireland in 1987, as measured in the present study, with earlier
estimates for [reland and with the situation in other countries. Such
comparisons arc bedevilled by the differences in sources, coverage and
definition already referred 1o above in discussing such comparisons [or the
earnings distribution. It is useful none the less (o try to fit our results into
comparative context while emphasising that only “broad-brush”
conclusions at best can be drawn from such comparisons.

The most widely quoted of the figures produced by earlier Irish swudies
has been the estimate derived from the 1979 Suructure of Earnings Survey
by Blackwell (1986). This showed 23 per cent of employees in the sectors
covered by that survey falling below the lowest decile cut-off for weekly
carnings of adult male full-ime employees in TGl As Table 4.4 showed,
deriving this threshold for the 1987 sample produces a weekly earnings
lowest decile cut-off of £123, The percentage of all employees in the ESRI
sample falling below that weekly cut-off is 25.3 per cent. (This includes both
part-time and lull-ume employees, so a weekly threshold is not appropriate,
but the figure is of interest for comparative purposes.) The Structure of
Earnings Survey, of course, covered only indusury, distribution, credit and
insurance, whereas the ESRI survey included employees in all sectors. This
difference in coverage does not in fact have much impact on the aggregate
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estimates: analysis of the ESRI sample shows a very similar percentage of the
employees in the sectors covered by the Structure of Earnings Survey and of
all employees falling below various thresholds.

As far as international comparisons are concerned, differences in data
sources and methods loom even larger. However, we can draw on a recent
cross-country study sponsored by the EC Commission (CERC, 1991) which
atempted 1o harmonise, in so far as possible, the methods employed in
measuring low pay. Results for nine member states, including Ireland, are
presented, the Irish figures being derived from analysis of the 1987 ESRI
survey.!? The significant remaining differences between the countries in
terms of nature of the data sources, coverage, definition of carnings, etc.,
are emphasised in the study, which is intended to highlight the gaps in the
Community’s knowledge in this area. The results may none the less be ol
some interest.

Low pay is measured in the study using thresholds derived as 50 per
cent, 66 per cent and 80 per cent of median weckly earnings of full-time
employees in each counury. For Ireland, median earnings among full-time
employees was £179 per week (see Table 4.1 above), so these thresholds
were £90, £118 and £143 per week in 1987 erms. The percentage of full-
time employees in each of the nine countries falling below thresholds
derived in this way are shown in Table 4.8. Irckand had 10 per cent below
half the median, 18 per cent betow two-thirds of the median and 30 per
cent below 80 per cent of median carnings. These were higher than the
figures for The Nethertands, Belgium, Italy, Germany or France, very
similar o those for Spain and — for the two higher thresholds - slightly
below the UK figures. Portugal has a smaller percentage below the lower
two thresholds than Ireland but about the same below the highest one.

In addition 1o differences in data sources and definitions, Lhe study
draws particuiar attention to the fact that certain sectors are not included
for some countries — notably public sector employees and those working in
local collectives in France, some agricultural employees in Portugal, the
armed forces in the UK, and those working in domestic service in a
number of countries. While very great caution is warranted, then, it does
appear that the extent of low pay in Ireland is similar to that in the UK and
Spain, and probably greater than in countries like Belgium, The
Nctherlands, Germany and France. The need for a harmonised data
source if such comparisons are 10 be made on a relinble basis is clear.

1% Reports for individual counuries were prepared by national experts and submitied 10
the Commission, serving as the basis for the comparutive resulss in the CERC study. The
consultant for Ireland was G, McMahon (DIT), for whom figures were produced from the
ESRI survey.
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Table 4.8: Low Pay in Ireland Compared with Chther EC Countiies

o of Full-time Employees Below

50% 66% ¥0%

Country Year of Median of Median of Median
Belgium 1988 ] 19

The Netherlands 1988 G 1 24
Paragal 1935 4.5 12 31
West Germany 1986 6 13 25
France 1987 14 28
haly 1987 9 14.5 25
Ireland 1987 L0 18 30
Spain 1985 9 19 32
UK 1959 7 20 35

Sorrce: CERC (1991). Table 14, p. 39.

4.9 Conclusions

In this chapter the distribution of earnings and the extent of low pay in
the ESRI sample has been examined. The bouom 10 per cent of (full-time)
employees earned less than half the mid-point in the earnings distribulion,
and the wop 10 per cent earned 180 per cent or more of that mid-point.
The distribution of earnings among men was seen to be similar in shape 1o
that found in Great Britain and in Northern Ireland. A number of
dilferent low pay thresholds were used, in order o explore different
approaches o scuing such thresholds and the sensitivity of the resulis o
the cut-off chosen. Two main hourly thresholds were employed, a *higher”
one of £3.25 representing the hourly equivalent 1o £130 per week, and a
lower one of £2.50 per hour, equivalent to £100 per week. About 27 per
cent of the employees in the sample were found 1o be below the higher
hourly threshold and 15 per cent were below the lower one.

Part-time and full-time workers were then distiinguished, using a 30-
hour working week as the cut-off. About 89 per cent of the employees in
the sample worked 30 hours or more. Part-time employees were
considerably more likely than full-time ones wo be below the hourly
thresholds. Most of the full-time employees below the hourly thresholds
also had weekly earnings below the corresponding weekly cut-offs. There
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were, however, some full-time workers below the hourly thresholds but able
o exceed the weekly earnings thresholds because they worked relatively
long hours.

Low pay among full-ime employees in Ireland appeared to be about as
prevalent as in the UK, and more so than in Belgium, The Nethertands,
France or Germany, using for example half median earnings in cach
country as the cut-off.

We now go on in Chapter 5 to look in some detail at the characteristics
of the low paid employees in the sample, focusing in particular on age, sex,
and marital status.




Chapter 5
CHARACTERISTICS OF THE LOW PAID

5.1 Introduction

In analysing the characteristics of those on low pay, the key [eatures on
which we focus in this chapter are the age, sex, marital status and
educational attainments of the low paid compared with the rest of the
sample, before wurning to the occupation and industry in which they work
in Chapter 6. To avoid the presentation of a large number of tables in the
text for different thresholds we focus primarily on those below the hourly
thresholds of £3.25 and £2.50 (in 1987 wrms). The wbles in Appendix !
show in detail the composition of all employees in the sample, while those
in Appendix 2 contain detailed results for full-time employees below
weekly thresholds.

Seclion 5.2 analyses the age/sex profile of the low paid. Section 5.3
looks at the marital status of those on low earnings, highlighting the
position of particular groups such as married women working part-time.
Section H.4 looks at alternative definitions of what constitutes part-time
work, Section 5.5 examines the educational qualifications of those below
the pay thresholds.

5.2 Age and Sex Comprosition of Low Paid

We begin by looking at the age and sex of employees below the hourly
earnings thresholds, compared with all employees. Table 3.1 above showed
the age/sex composition of the employees in the sample: the
corresponding picture for those below the hourly thresholds is shown in
Table 5.1,

Over half the employees below each of the thresholds are aged under
25, with almost 60 per cent of those earning less than £2.50 per hour in
that age group. Only about 20 per cent of those below the thresholds are
aged 35 or over. The age composition of the men and women below the
thresholds is broadly similar, with a slightly higher percentage of women
aged over 45,

These figures have 10 be seen against the background of the age/sex
profile of all employees. Table 5.2 shows the striking variation across
groups which they imply in the proportion failing below the earnings

37
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thresholds, which may be termed the risk of being low paid. Over one-third
of all those aged under 25 earn less than £2.50 per hour and 57 per cent
carn less than £3.25. The percentage below the thresholds is much lower
between the ages of 25-64, with 10-20 per cent below the higher threshold
and 4-10 per cent below the lower one. (A high proportion of those aged
65 or over are below the thresholds but this is a very small group.) The
differences in risk between men and women are substantial except for
those aged under 25, with a much higher proportion of women below the
thresholds. For the older age groups the gap is very wide indeed. For
example, only 6 per cent of men aged between 45 and 54 are below £3.25,
but 40 per cent of women in this age group earn less than that amount.

Table 5.1: Employees Below Hourly Earnings Thresholds by Age and Sex

Age Below £2.50 Threshold Below £3.23 Threshold
Cettegrory

Male Female All Muale Female Alf

Per cent

Under 25 26,9 32.2 59,1 23.2 28.0 5l.1
25-34 8.7 10.0 18.8 12.8 13.7 26.5
B5-44 5.5 a1 10.6 5.6 5.4 1.0
45-54 1.8 6.7 8.5 253 542 7.5
55-64 0.4 .6 2.1 1.9 1.4 3.2
63 and over - 1.0 1.0 - 0.7 0.7
Total 43.4 506.6 100.0 458 54.2 100.0

Table 5.2: Risk of Being Belowo Hourly tarnings Thresholds Iy Age and Sex

Age % Below £2.50 Threshold % Below £3.25 Threshold
Certegrany

Male Female All Meile Female All

Per cent

Under 25 35.4 369 36.2 55.7 H8.5 57.2
25-84 5.9 1.4 7.9 15.7 28.5 20.4
3544 6.0 15,1 3.4 1.1 29.3 159
45-54 2.6 28.6 0.3 6.3 40.3 15.1
55-G4 .1 13.0 39 8.5 19.6 111
65 and over 0.0 271 19.2 0.0 33.0 4.3

Touwl 10.2 228 14.6 19.6 9.9 26.8 ‘
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Full-Tine Employees

Clearly, the much higher proportion of women working part-time
could conuribute to this pattern since part-timers tend 1o be paid lower
hourly vates than full-time employees, so it is necessary o look separatcly at
full-iime and parcvtime employees. Table 5.3 shows the composition of full-
ume employees (defined as working au least 30 hours a week) below the
hourly thresholds by age group and sex. Though women are still
significantly over-represented among the low paid, this is not as
pronounced as it was for all employees. Women account for 32 per cent of
full-time employees, but make up 48-50 per cent of those below the
thresholds. Younger workers now make up an even greater proportion of
the low paid: almost two-thirds of those below the lower threshold are aged
under 25. 1L is also worth emphasising how little difference there is
betwveen men and women in the age profile of those below the thresholds:
full-iime low-paid women are as likely to be young as low-paid men.

While full-time low-paid men and women have similar age profiles, this
represems rather different risks for men and women by age, because of the
differences between the sexes in the age composition of full-time
employees (see Appendix Table Al1). About 25 per cent of all full-ime
employees were aged under 25, evenly divided between men and women.
However, 24 per cent of employees were men aged between 25 and 34,
compared with 12 per cent who were women in that age group, and 32 per
cent were men but only 7 per cent were women aged 35 or over. As Table
5.4 illusurates, the risk of being below the thresholds is therefore higher for

Tauble 5.3: Full-Time Employees Below Hourly Earnings Uhresholds In Age and Sex

Age Below £2.50 Threshold Below £3.25 Threshold
Category

Male Female Al Male Femaie All

. Per cend

Under 25 31.0 33.6 64.5 26.3 29.3 55.6
25-84 9.7 8.9 18.5 14.6 11.8 26.5
A5-44 6.2 2.2 8.3 6.8 2.6 9.0
Ah-hl 2.1 5.7 7.8 2.0 3.6 6.2
HH-64 0.3 0.4 0.5 3.4 1.4 2.4
06 and over - 0.5 0.4 - 0.3 0.3

Tunal 449.2 50.8 160.0 507 458.3 106.0
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Table b.b: Risk for Full-Time Employees of Being Below Hourly Earnings Thresholds by Age and Sex

Age % Below £2.50 Threshold Fo Below £3.25 Threshold
Category

Male Female All Male Female All

Per cent

Under 25 349 35.8 35.4 55.5 A8.4 57.0
25-34 5.5 10.4 7.1 15.6 20.40 19.0
3544 5.8 8.5 6.5 il.1 1.5 12.7
45-54 2.7 32.7 8.0 6.2 38.9 12.1
55-64 0.6 2.8 0.9 7.1 14,2 8.2
65 and over 0.0 H4.0 18.6 0.0 100.0 34.5
Towl 9.9 22.0 13.7 19.4 9.1 25.6

women than men except for the under 25 age group, with the gap being
particularly pronounced for those aged over 45-54. It must be emphasised,
though, that since the number of female full-time employees in the older
age groups is itself small, these higher risks are not reflected in a high
proportion of low-paid “older” women among the full-time low paid. The
younger age groups dominate low-paid full-time emplovees.

Part-Time Employees

Turning 1o part-time workers, Table 5.5 shows the age/sex composition
of those working under 30 hours per week with hourly earnings below the
thresholds. What is most striking is how few low-paid part-time men there
are: 86-88 per cent of those below the thresholds are women, The age
distribution of the part-timers below the thresholds is also interesting:
compared with low-paid full-timers, they are much more evenly spread over
the age groups. Only 25-80 per cent are aged under 25, and about 60 per
cent are aged between 25 and 54. Most of the male low-paid part-timers are
under 25 however.

This pauern largely reflects the composition of all pari-time workers.
Three-quarters of all part-time workers are female, and only about 16 per
cent are aged under 25 {see Appendix Table 1.2). The percentage of each
age/sex group falling below the thresholds is shown in Table 5.6. Almost
half the part-timers aged under 25 are below £2.50 per hour, and 60 per
cent earn less than £3.25. The risk is much lower for older age groups, but
about 20 per cent are none the less below the lower threshold and up o
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twice that many are below the higher hourly threshold. The risk of being
low paid is not higher for women than men aged under 25, but is in
general for older part-timers, echoing the result for full-time employees.
The higher risk for women is a secondary factor, though: low-paid part-
timers are mostly women primarily because 80 per cent of all part-timers
are women.

Table 5.5 Pari-Time Ewplayees Below Hourly Earnings Thresholds by Age and Sex

Age Below £2.50 Threshold Below £3.25 Threshold
Calegory
Muale Female All Male Female All
Per cend

Under 25 71 25.3 32.4 A0 20.6 25.7
25-34 4.0 5.7 19.8 2.5 24.0 26.5
8544 2.1 19.5 21.7 1.3 21.1 224
45-54 - 1.9 11.9 0.7 14,1 14.8
5564 1.3 8.5 9.8 2.5 5.3 .79
65 and over - 4.4 4.4 - 2.7 2.7
Total 14.5 85.5 100.0 12.2 87.8 100.0

“Table 5.6: Risk for Parl-Time Employees of Being Below Hourly Earnings Thresholds by Age and Sex

Age % Below £2.50 Threshold % Betow £3.25 Threshold
Calegory

Male Female Al Male Female All

Per cent

Under 25 55.2 45.8 47.2 64.1 54.7 60.6
25-84 18.7 15.8 16.3 18.7 39.0 35.4
4544 10.6 26.2 22.9 10.6 15.8 38.3
15-54 0.0 22.1 18.6 10,9 42.5 37.5
5564 0.4 27.2 21.8 30.9 27.2 28.%
65 and over 0.0 23.2 19.4 0.0 232 19.4

Totat 17.7 2 24.0 24.0 42,6 38.9

v
in
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The focus in this chapter has so far been on those below hourly
carnings thresholds rather than weekly ones. It is also of interest to hriefly
look at the composition of a small group mentioned in the previous
chapter. For full-iime employees, we saw that most of those below hourly
carnings thresholds are also below the corresponding weekly ones, so that
the age/sex composition of full-timers below weekly thresholds is very
similar to that shown in Table 5.4 (see Appendix Table 2.1). However, a
small number were below the hourly earnings thresholds but above the
weekly ones (because they worked more than 40 hours per week),
Unsurprisingly, most of these are men — 79 per cent of those below £3.25
per hour but above £130 per week are male. About one<quarter are under
25, but half are aged bewween 25 and 34. This is therefore quite a distinet
subsetin terms of its age/sex composition.

We now turn 1o the marital status of the low paid, and how this relutes
Lo the age and sex profile just described.

5.3 Marital Status and Low Pay

About 39 per cent of the employees in the sample are single, 58'74 per
cent are married, and 2!/g per cent are either widowed or state that they
are separated, divorced or deserted. There is a quite different pauern for
men than for women, as would bhe expected. Table 5.7 shows the marial
status of male and female employees by age category. About 95 per cent of
employees aged under 25 are single, whether male or female, For older
age groups the percentage of married employees is consistently and
significantly higher for men, with 90 per cent of the men aged 45-54 being
married compared with 65 per cent of women employees of that age, In
the older age ranges a significant percentage of female employees are
widowed or separated etc., - for example over a quarter of those aged H5-
64 - which for men is only the case for those aged 65 or over.

This overall picture masks a major distinction for women, between
part-time and fulltime workers. There is litde difference between part-time
and fullime male workers in the percentage married, both overall and
within each age group (sce Appendix Table 1.3). For women, though, only
35 per cent of full-time employees are married, but almost 70 per cent of
part-timers are married. This difference holds throughout the age
distribution (except for the very small number of women employees aged
65 or over), with about 85 per cent of part-ime female employees between
the ages of 25 and 54 being marricd compared with about 55 per cent of
full-time female employees.

Having looked w the marital status of all employees, we now examine
the low paid. Table 5.8 shows the percentage of male and female
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employees below the £3.25 hourly earnings threshold who are married, by
age group, distinguishing between part-lime and full-time workers,
Looking first at full-time employees, those below the threshold are much
less likely o be married than those above. For men, whereas over two-
thirds of all full-time employees are married, onty one-third of those below
the threshold are married. This is largely because such a high proportion

Table 5.7: Marital Status of Employees by Age Groufr and Sex

Men Women
Age Category
Single Married  Widowed ete? Single Marrted  Widowed ete®
Per cent

Under 25 4.4 5.2 0.3 a3.1 6.9 -
25 - 34 26.9 72.4 0.7 35.9 62.0 2.0
35 -~ 44 14.0 85.6 04 24,8 70.1 5.1
45 =54 6.8 90.5 2.6 26.0 65.5 8.5
55 =64 9.3 85.8 4.9 24.5 44.2 26.5
65 anc over 9.5 - 90.5 6.9 16.0 77.1
Total 31.2 67.5 1.2 52.6 42,7 4.7

a Widowed. separated. divorced or deserted.

Table 5.8: Mearital Status of Employees Below £3.25 per Hour: Percentage Marvied, by Age Group,
Sex, and Pavt-/Fult-Time

Below £3.25 per Honr

Age Calegory Percentage Married
Full-Time Part-Time
Male Femeale Male Female
Per cent

Uncler 25 39 1.4 0.0 29.9
25 - 34 62.8 a4 85.0 88.2
35 - d4 725 3.3 (L0 87.%
45 = 54 78.3 52.0 0.0 94.5
HH = 64 H8.0 57.0 10000 42,2
65 and over 0.0 45.9 0.0 q41.1

Forad 3.6 23.5 38.8 71.2
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of the low paid are young, but it remains the case within age groups that
married men are under-represented among the low paid. For men aged
between 3544, for example, only 72 per cent of those below the threshold
are married compared with 86 per cent of all full-time men. So the risk of
being low paid is consistently higher for single than for married men
within age groups. For example, for those aged between 35 and 44, only 9
per cent of married men are below the threshold compared to 22 per cent
of single men.

For women working full-time the pauern is less suaightorward. Again a
lower proportion of those below the threshold are married - but the
difference is very much less than for men, and is concenurated among those
aged under 25. These make up a large proportion of the low paid, and in
this age group only 1 per cent of those below the threshold are married
compared with 6 per cent of all women employees. For other age groups
there is lite difference in marital status between the low paid and others.

Turning to part-time employees, for women the marital status of those
below the £3.25 threshold is similar o that of all part-time women
employees, with about 70 per cent married. Low paid part-time men are
mostly single, but comprise a very small group. Thus, about two-thirds of
all pari-timers — compared with 29 per cent of the full-imers — below that
threshold are married, and 62 per cent are married women,.

5.4 Implications of Alternative “Part-Time” Definitions

The characteristics of those working less than 18 hours per week may
also be briefly mentioned. Compared with all those working less than 30
hours, whose age, sex and marital status have been described above,
employees working under 18 hours are even more likely 1o be married
women aged between 25 and 54. Almost 80 per cent of those working
under [8 hours are women, compared 1o 70 per cent of those working less
than 30 hours, and most of these are married and aged between 25 and 54.

The same patiern is seen for those below the hourly thresholds and
working these hours. Thus 70 per cent of those working less than 18 hours
and carning Iess than £8.25 per hour are women aged between 25 and 54,
compared with 60 per cent of those working less than 30 hours per week
and below the same hourly threshold (see Table 5.5).

5.5 Education and Low Pay

The ESRI survey obtained information on the highest level of
education auained by respondents, and it is particularly interesting Lo
examine the qualifications of those falling betow low pay thresholds
compared with the rest of the population. Table 5.9 shows lirst of all the
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highest level reached for all employees in the sample, and for those below
the £3.25 and £2.50 hourly earnings thresholds. A relatively high
proportion of those below the thresholds have the Intermediate Cerulicate
as their highest qualification, while a relatively low proportion have a post-
Leaving Certificate qualification. Apart from this, the differences between
those below the thresholds and all employees are not striking, which might
at first sight be surprising.

Tuble 5.9: Educational Qualifications of All Employees and of Those Below Hourly Earnings

Thresholds

Employees Employens
Highest Level Earning Eerming
of Education All < £3.25 < £2.50
Attained Empiloyees per Hour per Hour

Fer cent
No certificate (i.e., before primary) 9.0 7.8 8.3
Primary Cert. (or equivalent} 88 8.9 7.4
Some second level 10.1 13.4 12.1
Group Cert.  (or equivalent) 8.9 9.3 9.4
Inter. Cert. {or cquivalent) 15.9 24.2 24.8
Leaving Cert./ Matriculation
{or Equivalent) 29.8 3.0 322

Post-Leaving Cert. Certificate or Diploma 7.5 3.6 38
University Primary degree (or cquivilent) 7.8 1.2 1.8
University Higher degree (or equivalent) 2.2 0.7 0.2
All 100.0 100.0 100.0

However, the level of education auained is strongly related 10 age, with
a much higher proportion of younger than older age groups having
obtiined the Leaving Certificate and higher qualifications because of the
trend towards higher participation rates over tme. Given that many of the
low paid are in the younger age group, this “cohort effect” has a substantial
impact on the education auwainments of the low paid versus other
employees in aggregate. It is important, then, o leok at the educational
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qualifications of the low paid and all employees within age groups. Table
5.10 shows the pattern for all employees and for those under the £3.25 per
hour threshold. It is now clear that within the older age groups a
considerably higher proporion of the low paid than of other employees
dic not attain the Intermedinte or Group Certificaie. Within the younger
age groups, the proportion of those below the threshold whose highest
level auained was the Intermediate/Group Certilicate is also relatively
high. For all age groups except the under-25s, the proportion of those
below the threshold who have a post-Leaving Certificaue qualification is
also relatively tow. It is worth emphasising the relatively high education
levels auained by the young, whether below the threshold or not. Almost
half of those aged under 25 and earning less than £3.25 per hour had a
Leaving Certificate or higher qualification.

The educational profile of those below the £2.50 per week threshold is
very similar o that of the employees below £3.25. Distinguishing between
part-time and full-time employees did not reveal much difference bewween
the two in educational atainment levels within age groups — overall, part-
timers below the hourly carnings thresholds had lower proportions
attaining the higher education levels than the full-ume low paid, but this
was targely because they tend 1o be in the older age groups.

Tublc 5.10: Educational Qualifications of All Employees and of Those Below £3.25 Hourly Eqrnings
Threshold by Age Groufr

Age Croup
Highest level of
Fduealion Under 25 25.34 35.44 45-54 55 or over
Allained All <£325 Al <L3.25 All <£3.25 All <L325 Al <£3.25
No Cert,/Primtary Cen./
Same Sccond Level 4.3 9% 181 3492 400 677 504 T4 HTO  TibH
Inter./Group Cert, 338 420 278 330 208 164 169 159 49 83

Leaving Cert./Maric, 458 409 345 299 I85H  10.0 146 9.7 148 104
14.6 29 208 63 181 0.0 174 37

-1
-1

Some Post-Leaving Cert. 117

All 100 100.0 1060.0 1000 1000 100.0 1000 1000 1(0.0 100.0
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5.6 Conclusions

This chapter has described in some detail the composition of those
falling below low pay thresholds in 1erms of age, sex, marital status and
educational attainments. Different weekly thresholds and hourly
thresholds have been employed, and full-time and part-time workers
distinguished. Such a comprehensive and detiled breakdown has allowed
the groups involved to be clearly identified. Key results are the importance
of age, the high proportion of women, particularly among the older low
paid, and the extent 10 which the low paid have relatively low levels of
educational attainment compared with other employees in the same age
group. In Chapter 7 a regression framework is employed to disentangle the
effects of these various characieristics and assess their impact on the
likelihood of being below the thresholds. The role of occupation and
industrial sector will alse be included in that analysis, and Chapter 6 [irst
examines the composition of those below the thresholds in ernins of the
jobs they do.



Chapter 6
OCCUPATION AND INDUSTRY OF THIE LOW PAID

6.1 Introduction

Having analysed the personal characteristics of those below the various
carnings thresholds, we now look at the occupations and industries in
which they work. We employ the broad categories for classifying
occupation and industry used by the CSO, dealing with occupation in
Section 6.2 and industry in Section 6.3. As in the previous chapter, in each
case we look first at all employees below the thresholds, then separately at
full-time and part-time employees. Once again, the detailed results
presented are for those below hourly carnings thresholds, with the
occupatuon/industry profile of all employees detailed in Appendix 8 and
results for full-time employees below weekly rather than hourly thresholds
given in Appendix 4.

6.2 Occupation and Low Pay

We first look at occupation, distinguishing the nine broad groupings
used by the CSO in the Labour Force Survey. Table 6.1 shows the
breakdown by occupation of those below the £2.50 and £3.25 hourly
carnings thresholds, distinguishing between men and women. For men,
the most imporiant single occupational grouping is the “producers,
makers and repairers” category, a wide grouping which includes elecirical
and engineering workers, woodworkers, food, beverage and tobacco
workers, paper and prinung workers, building and construction workers,
and foremen and supervisors. Transport and communication, agricultural
workers, commerce and “labourers™ are also significant for men. Men are
considerably less concentrated by occupational group than women,
though. A very high proportion of women below the thresholds are in the
services, clerical or commerce occupations — those three groups account
for 46 per cent of all women below the lower threshold and 41 per cent of
those below the higher one.

These figures for those below the thresholds have to be seen against
the background of the overall occupational structure of all employees
(shown in Appendix Table 3.1). Male employees are concenurated in the
“producers eic.” occupational group, which contains 37 per cent of all

48
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men, and other large categories are transport and communication and
professional and technical workers. The occupational profite of female
employees is quite different only 12 per centare “producers”, while 28 per
cent are in clerical occupatons, 19 per cent are scrvice workers, 21 per
cent are in professional and technical occupations, and 13 per cent are in
commerce/finance. These five occupational groupings account for 93 per
cent of female employees compared with 69 per cent of men.

Table 6.}: Employees Below Hourly Low Py Thresholds by Ocenupational Group and Sex

Oceupational Betow £2.50 Threshold Below £3.25 Threshold
Group

Moele Female All Male Female All

Per cent
Farmers anel
Agriculwral Workers 5.7 0.4 6.1 4.0 02 4.2
Producers, clc. 16.9 5.8 22.7 18.4 8.0 27.0

Labourers and

Unskilled Workers 4.7 0.2 4.9 5.0 0.4 5.5
Transportand

Conununication 5.3 1.2 6.6 5.9 0.9 6.8
Clerical 0.9 3.6 10.5 1.5 12.4 14.0
Commerce, Insurance

and Finance 5.9 17.9 238 5.9 12.4 14.0
Service Workers 9.7 18.8 91.5 2.7 16.7 19.5
Professional

and Technical 0.2 2.4 2.7 1.1 2.9 3.3
Others 0.9 0.3 1.8 1.1 0.2 1.3

Total 43.4 56.6 100.0 45.8 54.2 100.0
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Expressing the numbers below the thresholds in each occupational
group as a percentage of all employees in that group, the risk of being low
paid by occupation is shown in Table 6.2. For men, the groups with the
highest risk are employees in agriculwure, labourers and unskilled workers
and those in commerce etc. However, because these are occupational
groups where only a relatively small proportion of men work, these high-
risk groups contain less than 40 per cent of low paid men. A full 40 per
cent of low-paid men are in the single group “producers etc.”, because it
contains 37 per cent of all male employeces rather than because it is a very
high risk group.

Table 6.2: Risk of Being Below Hourly Low Pay Thresholds by Oceupation and Sex

Percentage below threshold

Ocenpeational %o Below £2.50 Threshold %o Befowr £3.25 Threshold
Group

Male Female All Male Female All

Per cent

Farmers and
Agriculural Workers 44,7 100.0 46.2 56.7 100.0 57.8
Producers, elc. 10.7 19.4 12,1 21.3 A2.5 26.3
[abhourers and
Unskilled Workers 16.5 11.1 16.2 32.0 46.4 32.8
Transport and
Communication 10.6 15.2 11.2 21.5 21.0 214
Clerical 4.7 13.7 11.2 1.4 32.5 27.3%
Commerce, [nsurance
and Finance 17.8 35.7 36.4 423 71.06 51.6
Service Workers 8.4 39.9 27.2 15.7 64.9 14.9
Professional
and Technical 0.5 4.6 2.6 4.9 7.6 6.0
Other 2.4 5.4 2.8 5.2 53 5.2

Total .2 228 14.6 19.6 39.9 26.8
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For women, though, the low paid are more concentrated in what are
also high-risk groups. The two groups with relatively very high risks of
being below the thresholds (apart from the tiny number of female
employees in agricullure) are commerce, insurance and finance, and
service workers. About two-thirds of all women employees in these groups
are below the higher threshold. These are also groups where a signilicant
proportion of women work — about one-third of all women employees are
in these wwo groups. The combination ol high risk and a substantial
number working in the groups produces the situation where 65 per cent of
the women below the lower carnings threshold are in these wo groups. It
is worth noting, though, that another group which Table 6.1 showed w
contain a substantial proportion of low paid women, namely clerical
occupations, does not have a relatively high risk —in fact the risk of being
low puid for someone in this group is below the average for all women.
About half these low-paid clerieal workers are typists or hookkeepers/
cashiers, the remainder being general clerical workers (in, for example,
the public service or financial instiwtions).

Finally, the gap between male and female employees in terms of risk
for certain occupations may be highlighted, We have already emphasised
the much greater risk facing women than men: with 40 per cent of women
but only 20 per cent of men below the higher threshold, for example,
wonmen face twice the risk of men of falling below £3.25 per hour. For
service occupations, though, the risk for women of being below that hourly
carnings threshold is over four times as great as that lor men.

Fult-Time Ewmployees

We now focus on full-time employees. Table 6.3 shows the composition
of full-time employees below the hourly earnings thresholds in terms of
occupational group. Men make up 49 per cent of the low paid full-imers
and women 51 per cent, as discussed above, The occupational composition
ol low-paid full-time male employees is similar 10 that of all men below the
thresholds, which is unsurprising given that there are relauvely few part-
ume male employees. For women, though, there are some differences in
occupation between low paid full-ime workers and all those below the
weekly thresholds. For full-time employees, those working as producers
make up a larger group, and service workers a smaller one. Whereas
service workers comprised 31 per cent of all women below the higher
threshold, they account. for only 23 per cent of the full-time women below
this cut-off.

Again, these have to be scen in the context of the occupational
structre of all full-time employces. For men there is almost no dilference




52 LOW PAY IN IRELAND

in distribution across occupational groups between full-timers and all male
employees (see Appendix Tables A3.1 and A3.2). For women, though,
there are some important differences in occupational strucwure between
full-timers and all employces. A higher proportion of full-timers are
producers and clerical workers, and a lower percentage are service workers
or in professional/technical occupations.

Table 6.8: Full-Time Employees Below Hourly Earnings Thresholds by Occupation and Sex

Occupational Below £2.50 Threshold Relow £3.25 Threshold
Group
Male Female Al Male Female All
Per cent
Agriculwral Workers 6.5 - 6.5 4.4 - 4.4
Producers, cie, 19.6 6.5 26.2 21.3 9.5 30.8

Labourers and
Unskilled Workers 5.6 0.2 5.8 5.9 0.5 6.4

Transport and
Communication 5.5 1.2 6.7 6.5 1.0 7.4

Clerical 1.1 9.8 10.8 1.8 13.0 14.9

Commerce, Inserance

and Finance 6.7 16.1 22.8 6.6 10.8 17.3
Service Workers 2.8 14.4 17,2 2.9 11.1 14.0
Professional

and Techical 0.3 2.2 2.4 1.2 2.2 3.4
Other 1.1 0.4 1.5 1.3 0.2 1.5

Total 19.2 50.8 100.0 51.7 48.3 160.0
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The visk of being below the thresholds for full-time men and women by
occupation is shown in Table 6.4. Compared with the pattern for all
employees there is litle difference for men or women. Focusing then on
the gap between men and women in terms of risk, it is worth emphasising
that the difference in average risk for full-timers is as wide as il was for all
employees. With 39 per cent of full-ime women and 19 per cent of full-
ume men below the higher threshold, a woman faces twice the risk of a
man. Particular groups exhibit a refatively high gap, and it is noteworthy
that full-time female service workers face a risk over 4 umes that of a man
in this occupational group - a considerably larger gap than for any other
occupational sector.

Tuble 6.4: Risk for Full-Time Empluyees of Being Below Hourly Low Pay Thiesholds, by Ocenpation
and Sex

Oceupational @ Below £2.50 Threshold % Below £3.25 Threshold
Group

Male Female All Maie Female All

Per cent

r\gl‘icullm':ll Workers 453 - 15.3 56.6 - 56.6
Producers, cic, 10.4 19.4 11.8 21.2 52.9 26.0
Labourers and
Unskilled Workers 16.2 111 159 31.8 44,4 2.6
Transport and
Communication 9.5 15.4 10.2 20.8 22.4 21.0
Clerical 3.8 12.8 10.4 12.0 32.0 26.6
Commerce, Insurance
and Finance 17.0 56.8 337 31.2 71.1 47.9
Service Workers 7.7 41.1 24,0 14.6 59.3 36.4
Professional
uand Technical 0.5 5.4 2.7 4.5 101 6.9
Other 2.4 5.5 28 5.2 5.b 52

Total 9.9 22.0 13.7 19.5 341 25.6
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Part-time Employees

Turning o part-ime employees below the thresholds, Table 6.5 shows
that they are very much dominated by women working in the commerce,
cic., group or as service workers. Women in these two groups account for
about 80 per cent of those below the thresholds. The only other substantial
group is women in clerical occupations, accounting for about 9 per cent.
Men make up only 12-15 per cent of the part-timers below the weekly
thresholds, and are mosty producers,in transport and communications,
commerce or service workers,

Table 6.5: Part-Time Employees Belonwo Howrly Earnings Thresholds by Oceupation and Sex

Oceupritional Helow L£2.50 Threshold Below £3.25 Threshold
Group

Male Femele All Meale Female All

Per cent

Agricultural Workers 1.9 2.1 4.0 1.9 1.3 3.2
Proclucers, cie. 4.5 2.2 A7 2.2 3.0 5.1
Labourers and
Unskilled Workers 0.6 - 0.6 0.4 - 0.4
Transport and
Communication 4.5 i.1 5.6 2.8 0.7 3.5
Clerical - 8.6 8.6 - 88 8.8
Commerce. Insurance
and Financee 2.1 26.8 28.4 2.0 23.0 25.0
Service Workers 2.0 40,9 49.49 2.1 48.7 50.8
Professional
and Technical - 3.8 3.8 1.0 2.8 3.3
Other - - - - - -
Total 4.5 85.5 100.0 19.2 878 100.0
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Part-time employees, whether low-paid or not, are dominated by women
in clerical, commerce ¢Lc., service and praofessional/wechnical groups, who
make up 71 per cent of all part-time emplovees (see Appendix Table A3.3).
Men account for 23 per cent of part-timers but are concentrated in
producers ewc., and in professional/technical occupations. In terms of risk,
then as Table 6.6 shows, the highest risk groups for women are those in
commerce etc., and service workers, almost three-quarters of whom are
below the £3.25 threshold. Part-time professionals, on the other hand, face
a low risk hoth for men and women.

Table 6.6 Risk for Part-Time Employecs of Being Below Hourly Low Pay Thresholds, by Oceupation

and Sex
Occupational %o Below £2.50 Threshold B Below £3,25 Threshold
Gronp
Male Femele All Mee Female All
Fer cent
Agriculumal Workers 357 100.0 A4.1 56.8 100.0 G9.2
Producers, e, 349 20.8 27.4 44.2 45,7 40.0
Labourers und
Unskilled Workers 100.0 - 100.0 100.0 - 100.0
Transport and
Commumication 39.4 13,9 24.0 349.4 13.9 29.0
Clerical 0.0 22.2 21.2 0.0 36.9 35.2
Comimercy, Insurance
and Finance 64.0 52.6 3.3 10000 73.1 74.7
Sermvice Workers 5.1 47.9 47.0 42.6 5.1 71.1
Professional
ane Technical (1.0 3.3 2.4 28 2.3 a4
Onher - - - - - -
Total 17.7 25.5 24.0 24.0 426 38.9
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Alternative Howrs Cut-Off

When the 18 hour rather than 30 hour cutoff is used to distinguish
part-time workers, the occupational profile is very much the same. A
higher percentage of those working under 18 hours are in clerical,
commerce, eic., and service occupations, and fewer are in professional and
technical ones, than was the case for employees working under 30 hours.
Over one-third of all those working below the 18 hour threshold are in
scrvice occupations, and about three-quarters are in the clerical,
commerce, etc., or services occupational groups. Again, this is more
pronounced when we concentrate on those below the hourly earnings
thresholds — 55 per cent of those working less than 18 hours and earning
less than £3.25 per hour are in service occupations, and 90 per cent are in
one of the three occupation groups mentioned.

6.3 Industry and Low Pay

We now examine the induswrial sectors in which the low paid work,
rather than their occupations. The groupings employed are based on the
8-category classification used in the Labour Force Survey and the Census
of Population reports, which comprise:

(i) Agriculwure, foresuy and ﬁshing;

(i1} Other produciion industries

- includes manufacturing industries, mining, quarrying and trf
production, and electricity, gas and water;

(iii) Building and construction;

(iv) Commerce, insurance, finance and husiness services;

{v) Transpori, communication and storage;

{vi) Public administradon and defence;

(vii) Professional services;

(viii) Others
- includes personal services and “other” (including not stated).

In the context of low pay it is however helpful to distinguish within some of
these broad groups, and we employ the ("ollowing sub-civisions:
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(iv) is divided into
whotlesale disuibution,
retail distribution,
and insurance, finance and business services;

(vii) is divided into
professional services
teaching
health

and

(vii) “Others” is divided into
personal services
and other.

This produces a 13-category grouping, which is manageable buu also
allows the areas where the low paid are concenurated 1o be pinpointed.

Table 6.7 shows the employees below the hourly earnings thresholds
categorised by these industry groups. For low paid men, the most
important sectors are production industries, retailing, agriculiure, building
and construction, and personal services. Retailing and personal services
account for over hall the women below the lower threshold. Production
industries, teaching and the health services, and public administration are
also significant for women, though much less so than retail diswibution
and services.

These figures for those helow the weekly thresholds have w be seen in
the context of the overall distribution of employees by industry as shown in
Appendix Table A3.4. This shows that women are relatively heavily
concentrated in retail distribution, teaching, the health sector and
personal services. Over one-third of male employees are in production
industries, with transport and communications and public administration
also substantial. However, the distribution of the low paid is more
concentrated in particular industries than this overall diswribution of
employees iself would lead us o expect, producing differences in risk
across industries shown in Table 6.8. For men, agriculwure, retail
distribution and personal services are relatively high-risk groups, with 36
per cent, 24 per cent and 32 per cent respectively of the male employees in
these sectors falling below the lower threshold. For women, retail and
personal services are even higher risk groups, with 50 per cent and 55 per
cent respectively of women in those sectors falling below the lower
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threshold. These two groups clearly dominate the risk pattern for women,

with levels well above those for other sectors (ignoring the very small
groups such as women employees in agriculture).

Table 6.7: Employees Below Hourly Earnings Thresholds by tndustry and Sex

Industrial Below £2.50 Threshold Below £3.25 Threshold
Croup

Male Female All Male Female All

Per cent

Agriculure 4.1 0.7 4.7 3.3 0.4 3.7
Building andl
Construction 5.1 0.5 5.6 4.4 0.3 4.7
Odher Production 11.3 6.8 18.1 15.1 1.1 26.3%
Wholcesale 1.8 0.7 2.5 1.9 0.7 2.5
Reuail 8.8 17.4 26.2 8.7 13.7 22.4
Insurance ete. 0.2 1.0 1.2 0.2 1.4 1.6
Transport etc. 2.5 1.5 3.9 2.6 1.5 1.1
Professional Services 0.8 2.2 31 0.7 2.2 249
Teaching 1.0 2.4 3.4 0.8 2.2 3.0
Health - 3.6 3.6 0.3 3.8 4.1
Public
Administration 1.0 3.0 4.0 2.6 3.2 L.
Personal Services 4.8 15.6 20.4 34 12.5 159
Other 2.3 1.1 3.4 1.8 1.1 2.9
Total 43.4 H0.6 100.0 458 54.2 10406}
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Table 6.8: Risk of Being Below Hourly Low Pay Thresholds by Industry and Sex

Industrial % Below £2.50 Threshold % Below £3.25 Threshold
Coroufr

Mele temale All Male Female All

Per cent
Agriculiure 35.9 G2.4 38.2 52.8 74.1 H4.4

Building and

Construction 20.7 40.6 21.8 329 40.6 344
Other Production 7.3 13.3 8.8 17.9 39.7 23.3
Wholesale 14.4 220 15.9 27.6 38.8 2049
Reait 24.3 501 6.9 43.7 72.4 h7.7
Insurance cie. 0.9 6.0 3.4 1.8 15.9 8.8
Transport cie. 4.8 20.3 6.9 9.9 36.4 13.4
Professional Services 12,2 23.7 18.9 18.9 43.3 431
Teaching 5.3 8.1 7.0 8.2 14.7 1.6
Healh - 9.6 7.3 5.1 18.2 15.0
Public

Adminisuation 1.6 14.0 4.8 7.7 27.0 12.7
Personal Services 327 55.4 . 475 41.6 81.3 67.7
Other 25.5 13.8 928 373 32,7 5.4
Tonal 10.2 228 14.6 19.6 39.9 26.8

Fudl-time Employees

Focusing on full-uime employees only, Table 6.9 shows the breakdown
of such employees below the hourly threshoelds by indusury. Compared with
all employees below the thresholds, a slighily higher propordon of the low-

p:-licl (ull-imers are in production incdustries, but overall there is little
difference in industrial compositon. Retail distribution, production
industrics and personal services remain the most substantial groups for low
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paid full-timers. The risk for each group of falling below the weekly

thresholds is given in Table 6.10. Agriculiure, retailing and personal
scrvices remain the highest risk groups.

Table 6.9: Full-Time Employees Below Hourly Karnings Thresholds by Induestry and Sex

Indusinal Below £2.50 Threshold Below £3.25 Threshold
Croup
Male Female All Male Female Al
Per cent
Agriculwre 4.9 0.4 5.2 3.7 0.3 4.0

Building and

Construction 6.1 0.7 6.8 5.2 0.4 5.5
Other Production 13.1 7.4 20.5 17.5 12.1 29.6
Whotesale 2.1 0.9 3.0 2.2 0.7 2.9
Retail 9.7 14.6 24.5 9.6 115 21.0
Insurance ctc. 0.2 1.0 1.2 0.2 1.6 1.8
Transport cte. 2.8 1.4 4.2 31 1.5 4.0
Professional Services 1.0 2.3 3.3 0.8 2.3 a.l
Teaching 0.8 1.7 2.5 0.6 1.7 2.3
Health - 29 29 0.4 3.0 34
Public

Administuation i.1 3.2 4.5 3.0 3.0 6.0
Personal Services 5.3 12.9 18.1 35 9.1 12.6
Other 2.3 1.4 1.6 1.9 1.3 3l

Total 49.2 50.8 100.0 51.7 48.3 100.0
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Table 6.10: Risk for Full-Time Employees of Being Below Heourly Earnings Thresholds by Industry el

Sex

Industrial %o Belmu £2.50 Threshold Do Below £3.25 Threshold
Croup)

Male Fenale All Male Female All

Per ceni
Agriculture 7.1 74.6 48.4 52.8 100.0 544
Building anel
Consuruction 20.8 40.6 219 33.1 40.6 33.5
Other Praduction 7.1 13.1 8.5 17.8 398 25.0
Wholesale 14.4 23.5 16.2 27.6 4.4 28.9
Retail 22.8 50.3 34.0 42.9 735 55.0
Insurance etc. 0.9 5.4 3.1 1.8 15.9 8.6
Transport ctc. 1.3 16.9 6.3 9.9 34.5 13.0
Professional Services  12.2 22.6 18.0 18.9 41.2 31.4
Teaching 6.0 11.7 9.0 8.4 21.3 15.2
Health - 7.5 5.5 5.3 14.7 12.2
Public
Administration 1.5 14.0 4.5 7.6 24,2 11.6
Personal Services 311 58.5 46.6 38.8 77.6 60.7
Other 23.0 39.1 27.2 35.9 67.8 14,2
Tou 9.9 22.0 13.7 19.5 38.8 25.7
Part-Time Employees
Looking at part-time employees, Table 6.11 shows that those below the

hourly thresholds are again heavily concentrated in retailing and personal
services, accounting for 65-70 per cent of all those below the thresholds.
Although these sectors contain a substantial proportion of part-time
employees, they are quite disproportionately represented among those
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below the thresholds. About 30 per cent of part-time employees work in
these two sectors (see Appendix Table A3.6), but as Table 6.12 shows they
face a very high risk of being below the hourly thresholds. By contrast,
about one-third of those classed as part-timers using the 30-hour cut-off are
teachers, but very few of these fall below the hourly thresholds. Some other
high-risk groups which should be mentioned include the wansport sector
and professional services for women - the latter including these working
for accountants, solicitors, architects, etc.

Table 6.11: Part-Time Employees Below Hourty Earnings Thresholds by Industry and Sex

Industrial fetino £2.50 Threxhold Below £3.25 Threshold
Croujr

Male Female All Male Female All

Per cent

Agriculre - 2.1 2.1 0.7 1.3 2.0
Builkding and
Construction - - - - - -
Other Production 2.3 338 6.1 1.4 5.6 7.1
Wholesiale - - - - 0.8 0.8
Retail 4.6 30.9 35.6 A6 26.8 20.4
[nsurance ele. - 0.8 0.8 - 0.5 .5
Transpon eic. - 2.1 2.1 - 1.3 1.3
Professional Services - 1.6 1.6 - 1.9 1.9
Teaching 1.9 5.8 7.7 2.1 9.4 7.5
Health - 7.3 7.3 - 8.0 8.0
Public
Administration 0.6 1.9 2.5 0.4 4.3 4.7
Personal Scivices 2.6 28.9 31.6 2.5 1.8 243
Other 2.4 - 2.4 1.5 - 1.5
Tewal 14.5 85.5 100.0 12.2 878 100,
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Table 6.12: Risk for Part-Time Employees of Being Below Houwrly Earnings Thresholds by Industry

and Sex
Industrial %% Befow £2.50 Thresholid %o Below £3.23 Threshold
Croup
Male Femalr All Male Femele All
Per cent

Agriculiure - 54,9 35.5 h2.5 54,5 a1
Building and
Construction 0.0 - 0.0 0.0 - 0.0
Other Production 18.1 16.1 16.8 18.1 38.9 4.5
Wholcsale - 0.0 0.0 - 100.0 1000
Retail 72.6 49,7 H1.8 9.6 64949 71.8
Insurance ce. - 15.5 5.5 - 15.5 15.5
Transport cic. - 574 374 - 57.4 37.4
Professional Services - 35.0 35.0 - G6.5 66.5
Teaching 4.4 5.6 5.3 8.0 8.4 3.5
Health - 21.0 19.4 - 36.9 34.1
Public
Adminisuration 19.0 13,5 I4.5 19.0 494 43.8
Personal Services 65.8 49.5 50.5 100.0 88.3 39.0
Other h2.4 (.0 10,4 52.3 0.0 10).4
Toual 17.7 25.5 24.0 24.0 42.6 28.9
Alternative Hours Cut-Off

Those working under 18 hours, rather than under 30 hours, per week
are more likely 1o be in retailing or personal services, and less likely 1o be
teachers. Over half of all those working less than 18 hours are in retailing
or personal services (compared with 30 per cent of those working under 30

hours) and only 16 per cent are in teaching (compared with 34 per cent).
Again, locusing on those below the hourly earnings thresholds accentuates
this — 80 per cent of those working under 18 hours and earning less than
£3.25 per hour are in retailing or personal services.




Chapter 7
THE DETERMINANTS OF LOW PAY

7.1 Introduction _

In previous chapters, the characteristics of employees in the ESRI
sample falling below various earnings thresholds have been described -
focusing on age, sex, marital status, occupation and industry. There is
considerable interest in this type of breakdown, which has been the main
preoccupation of previous research on low pay in Ilreland, and the 1987
survey has allowed a comprehensive, detiled disaggregation to be carried
out. Such an approach has limitations, though, in terms of disentangling
the role of different factors. We now proceed 10 bring together the various
characteristics of the individual and his/her job for analysis in a regression
framework. This allows the interrelationship between the variables and
their impact on the probability of being low paid to be examined in an
integraied and coherent way.

We firse, in Section 7.2, look at the factors influencing the level of
earnings. This involves estimating a conventional earnings function relating
the level of hourly carnings to the characteristics of the individual and
his/her occupation. Having identified the factors which appear 1o influence
the level of earnings throughout the range, in Section 7.3 we go on 10 focus
specifically on the faciors influencing the probability of being low paid. This
entails fiting logit regression models where the dependent variable is
whether an individuat is below/above a particular earnings threshold. In
Section 7.4 the resulis are summarised and their implications considered.

7.2 Determinants of the Level of Earnings

Prior to the availability of the 1987 ESRI survey data, conventional
earnings functions for a representative sample of Irish employees had not
been estimated. Such functions, relating the wage o characteristics of the
individual and, often, the occupation/industry, have been extensively
studied elsewhere (see, for example, the survey by Willis in Ashenfelter
and Layard, 1986). For Ircland, only studies of particular subgroups such
as redundant workers {(Walsh and Whelan, 1976), young workers (Reilly,
1987) or academics (Ruane and Dobson, 1990) have been produced, all
focusing on the differences benween males and females,

64




THE DETERMINANTS OF LOW PAY 65

The ESRI 1987 sample provides a database suitable for — indeed
designed for — such analysis, for a representative sample of employees. The
information sought on earnings and their composition, hours worked
(with overtime identified), whether there was anything unusual about the
last pay received, and if so what the usuatl level was, allows the dependent
variable 10 be carelully specified. Information was obtained on individual
characteristics which have been shown elsewhere to be important in this
context — not just age, sex and marital staws but also educadon, labour
force history and family composition — as well as detailed descriptions of
the occupation and indusuy in which individuals work.

These ESRI survey data have been used o analyse earnings in the
context of male/female wage differentials and married women's labour
force participation by Callan. Earnings functons for married women have
been estimated and contrasted with those for married men, 1o see the
extent to which the difference in hourly earnings between them can be
atributed to factors such as educational qualifications and labour market
experience (Callan, 1991). The relationship between earnings and
education plus work experience/time out of the labour force on earnings
for married women has also been analysed in studying the influences on
their labour force participation (Callan and Farrell, 1992).

Here we first estimate carnings functions for the entire sample of
employees, male and female, single and married. The dependent variable,
as in most such studies, is gross hourly earnings (in log form). The
independent variables available for the whole sample are age, sex, marital
status, educational level achieved, occupation and industry. (We look
helow at the sub-set of about 70 per cent of employees who completed full
personal questionnaires, for whom additional information on years spent
in work, unemploved and in home duties is also available.)

We first look at the extent o which age, sex, marital status and
education alone serve to predict hourly earnings, belore aking occupation
and indusury into account. Table 7.1 shows the estimation results for the
equation including these explanatory variables in Col. (1). {To flacilitate
comparison with other studies, the customary approach where age is
entered as (age -15) /10 and (age-15)2/1000 is followed.) As expected, the
predicted level of hourly earnings increases substantially with level of
education auained. Educational auainment is eniered as a set of dummy
variables, Inter Cert being the omiued category. We sce that all the
education dummics are significant, with lower levels of education having
negative coeflicients and high levels positive ones. Both age and age
squared are highly significant, the former being positive and the lawer
negative, reflecting the way in which hourly earnings rise sharply with
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Table 7.1: Estimated Earnings Function, All Employees

'8l {2) 3)
Inwereept -0.63 =0.67 0.69
{21.25) (15.12) {15.22)
“Age™ 0.60 0.47 (.53
(21.86) (18.20) (20.52)
“Age squared ™ * ~(.8Y9 —0.77 -0.81
{16.81) {15.12) {16.35)
Fernule =0.11 -0.15 -0.13
(b.41) (6.57) (6.15)
Married Man 0.19 0.15 0.15
(7.48) (6.0%) (6.45)
ducation:
Primary Only -0.28 - =0.21
(9.56) (7.32)
Some Sccondary/ -0.08 - -0.07
Graup Cert. {2.96) {2.84)
Lewving Cert .18 - 0.10
(7.44) (4.21)
Cerdficate/ Diploma 0.35 - 0.15
(9.64) (4.34)
University Degree 0.62 - .30
(18.38) (7.80)
Occupation:
Agriculusral Workers -0.07 0.30
{0.90) (0.40)
Producers, cte. - 0.18 0.12
{4.71) {3.54)
Transport - 0.16 0.10
(3.56) (2.24)
Clerical - 0.37 0.21
(8.78) (4.9
Commerce - 0.27 0.14
{5.68) (2.91)
Service - 0.15 0.08
(3.18) (L.71)
Prolessional - 0.74 0.45
{16.53) (9.43)
Other - 0.5 0.34

(11.51) (7.15)




THE DETERMINANTS OF LOW PAY 67

Table 7.1 (Conud.)

(f {2) {3
Industry:
Agriculure - -0.26 -0.25
(3.72) (3.69)
Building - -0.14 -0.14
(3.51) (8.44)
Whaolesale - -0.14 =0.13
(2.66) (2.65)
Retail - -0.29 -0.27
(8.76) (8.41)
Insurance, ctc. - 0.18 0.14
(4.34) (3.49)
Transport - -0.001 —0.02
(0.01) (0.54)
Professional - -0.17 -0.16
(2.99) {3.06)
Teaching - 0.14 0.62
{5.44) {1.56)
Health - -0.10 =0.09
{2.69) (2.52)
Public Administration - =0.02 —-0.04
{0.62) {1.33)
Personal services -0.37 =034
(9.08) {5.63)
Oihers - -0.08 =410
(1.48) (1.80)
Number of observtions 2677 2,677 2,677
RY 0.48 0.53 0.56
F 277.6 1252 118.3
Logdikelihood ~1,425 -1,296 -1,197
1 stistics in parentheses below estimated coellicients.

* CAgeTis consurucied as (age-15) /10,
#*  ~Age squared” is constructed as (age-15)2/1000. Omitted education category is bnter

Cert.

Omitted occupation category is “labourers and vnskilled”™ workers.
Omiucd industry category is “other production”™.
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age/experience initially but then at a declining rate. Women have lower
hourly earnings than men, controlling for age and education. Marital status
is ofien included as an explanatory variable in wage equations for men,
married men generally having higher earnings than single, conurolling for
other influences - for reasons that are not well understood. Here a dummy
variable “married” was significant with a positive effect, but testing a variety
of sex/marital status combinations showed that the effect was confined to
men — married women did not have higher (or lower) hourly earnings than
single women, conuolling for other influences. The overall explanatory
power of the equation is satisfactory compared with similar studies of
earnings elsewhere, and there is no evidence of heteroscedasticity, '3

So far we have focused on personal characteristics — in effect human
capital as measured by age (as a proxy for experience) and education, as
well as sex and marital status. In Col. (2) of Table 7.1, the set of occupalion
and industry category dummy variables are included in the equation,
instead of the education variables. The omitted occupation included in the
intercept is “labourers and unskilled workers™ and the omiued industry is
“other production”, so the estimated coefficients on the occupation and
indusury variables show the impact of being in the occupation/industry in
question, relative to those categories. Most of the occupation dummies are
significant with a positive sign, indicating higher hourly earnings than for
labourers. Similarly most of the industry variables are significant, with
insurance, finance and teaching having a positive stgn and agriculiure,
building and construction, retailing, professional services, health and
personal services having negative signs — that is, associated with
higher/lower average earnings than in the “other production” sector. The
cocfficients show that being in a professional occupation or the insurance
and finance industrial sector is associated with particularly high hourly
earnings. The same is true of teaching, though here the relatively low
numbers of hours worked per week by teachers has a substantial impact on
average hourly earnings.

These differenuals across occupations/industries could simply reflect
differences in the level of education and training required of or auained
by employees. In Col. (8) of Table 7.1 we inctude both the occupation/
indusiry dummies, and the education variables, in « single equation. The
education dummies are ail still highly significant and show the same
pauern as before, though the coelficients are lower than in Col. (1) where

13. The Breusch and Pagan (1979) heteroscedasticity test statistic was 67.8 with 9
degrees of freedom for the equation in Col. (1), well above the critical level, and the same
was true for the equations in Cols. (2) and (3).
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the occupaton/industry variables were omitted. However, the occupation
and industry variables which were significant in Col. (2) also generally
remain so, even when education is included. Thus, employees in
professional occupations or in the finance and/or insurance indusuy have
relatively high hourly earnings, even when their level of education is taken
into account.

Itis also interesting to see if working part-time rather than full-time has
an effect on hourly earnings, having controlled for the characteristics of
the individuals and the wype of work invelved. A dummy variable
identifying those working less than 30 hours per week was tried in the
equations in Table 7.1, and in each case was insignificant. Interestingly,
though, a similar variable identifying those working under the lower
threshold of 18 hours per week proved significant, with a negative sign.
Thus, employees working below that number of hours appear o carn less
per hour than full-time workers with the same education, etc., and in the
same occupations/indusiries — perhaps a reflection of the weak bargaining
power of such part-time workers.

Some interaction effects were also tested, extending the “full model” in
Col. (3) of Table 7.1 1o include, for example, interaction terms combining
sex and educational attainment. These were not generally significant,
though it did appcar that the gap between male and female average
carnings — i.e., the negative impact of the “female” dummy variable in the
estumated equation — was substantially lower for those with a University
degree than others. In looking at low pay it may then be worth exploring
the estimation of separate equations for men and women, which we pursue
in the next section. !

7.3 Low Pay

Having looked at the relationship between an individual’s personal
characteristics plus occupation/ indusiry and the level of their hourly
earnings, we now focus on the relatonship between these variables and the
probability that the individual will be low paid. For this purpose we use the
hourly earnings thresholds of £3.25 and £2.50 employed in earlier
chapters. The dependent variable is now not the level of hourly carnings,
but a dichotomous variable with a value 1 for those below the threshold
and 0 for those not below it. As Atkinson, Micklewright and Sutherland
(1982) - who applied this approach 10 UK dawa — point out, it is in some

14. Callan (1991) estimated separle earnings equations for marrvied men smd married

women, since the objective was 1o investigate dilferences between these two groups.
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respects unnatural to replace a continuous variable (earnings) by a
discrete one (low paid/not), but the procedure provides a more
immediate link than estimated earnings functions with wraditional research
on low pay relying on single variable cross-tabulations. It also allows in o
simple way for the possibility that the deerminants of earnings may be
different av different points in the diswibution. We proceed by fining a
logistic regression model relating the same independent variables 1o this
dependent variable, since an Ordinary Least Squarcs regression would not
be appropriate for a dependent variable of this form.,

Table 7.2 shows the resulis of estimating such a mode! lor the whole
sample of employees. In Col. (1}, as before, age, sex, marital staws (for
men) and education are the only independent variables included, and the
dependent variable is whether the employee was earning below £3.25 per
hour. The estimates show the pauern we would expect having scen the
results in Section 7.2: the probability of being below the earnings threshold
declines with age but at a decreasing rate, is higher for women, lower for
married men, and falls as level of education rises. Col. (2) shows for the
same dependent variable estimates of the full model, where industry and
occupation variables as well as personal characteristics are included, Once
aguin, even having controlled lor age, sex and education, there are certain
aoccupations/industries where the probability of being low paid is
particularly low — notably professional occupations — and others where it is
particularly high — notably personal services. If the low pay threshold of
£2.50 per hour is used instead, Cols. (3) and (4) of the table show that the
pattern of the estimation results is very similar.

The magnitude of the estimated effects of the different variables on
the probability of being on low hourly earnings is not casy o see directly
from the coefficients, because of the naure of the logistic model (wherehy
the predicied effect of cach explanatory variable depends on the value
taken by all the others). To illustrate these effects, Table 7.3 shows the
predicied probability for a number of cases, using the estimated equation
in Col. (1) of Table 7.2 — that is, the probability that an individual carns
less than £3.25 per hour is being predicted, and industry/occupation
variables are not included. We 1ake as baseline a single man aged 35 with
primary education only. The estimated cquation predicts that such an
individual would have a probability of 0.83% - a one in three chance — of
being below the enrnings threshold. For a woman with the same education
and of the same age, the probability would be considerably higher, at 0.50.
The importance of age is shown by the fact that 2 man or woman agedl 20
would have much higher probabilities, of 0.82 and 0.90, respectively, of
carning less than £3.25. Likewise, the impuct of education is shown by the
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Table 7.2: Estimates of Logit Regession for Probability of Being Low Paid, All Employees

Below £3.25 Below £2.50
per Hour per Hour
(1) (2) {3 (4)
Intercept 1.86 1.60 0.87 0.14
(10.60) (5.42) (4.99) (0.40)
Age =2.44 -2.35 ~2.40 —2.34
(15.99) (12.70) (12.15) (11.09)
Age squared 485 3.80 3.95 3,93
(11.28) (10.52) (10.07) (9.44)
Female 0.68 0.89 0.47 0.71
(5.81) (6.16) (3.71) (4.44)
Marricd Man —0.97 -0.78 —1.44 —1.12
(5.9 (4.48) (5.58) {4.52)
Lducation:
Primivy Only 0.79 0.49 0.64 0.45
(4.26) (2.48) (2.86) (1.83)
Some Sceondary/ 0.25 0.25 =0.02 -0.06
Croup Cert, {1.50) (1.44) (0.11) (0.28)
Leaving Cert —171 =042 —(1.5% -0.27
(4.99) (2.64) (3.86) (1.54)
Certificate/Diploma -1.32 -.68 =1.14 —0.41
(5.47) (2.48) (3.92) (1.23)
University Degrec -2.06 -0.89 -1.88 .49
(6.84) (2.4%) (4.55) (0.99)
Occupation:
Agricultural Workers - 0.05 - -0.46
0.11) (0.90)
Producers, clc. - —().32 - -0.18
(1.29) - (0.61)
Transport - -0.41 - =51
(1.39) (0.94)
Clerical - -0.76 - -1t
(2.64) (3.15)
Commerce - =051 - =0.06
(1.65) (0.18)
Service - -0.01 - -0.11

(0.02) (0.28)
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Table 7.2 (Conud.)

Below £3.25 Below £2.50
per Hour per Hour
(i} (2) {3) 1)
Professional - -1.80 - =2.42
(4.64) (4.22)
Other - -1.37 - —0.85
{8.25) {1.64)
Indusiry:
Agriculuure - .69 - 1.57
(3.832) (3.12)
Building - (.66 - 1.17
(2.56) (3.94)
Wholesale - 0.5 - 0.89
(1.71) (2.34)
Retail - 1.36 - 1.41
{6.35) (5.80)
fnsurance, cic. - -0.47 - 0.14
{1.45) (0.33)
Transport - 0.02 - 0.74
(0.07) (2.40)
Professional - 1.00 - .49
(2.72) (3.52)
Teaching - 0.32 - 1.12
(0.95) (2.62)
Health - -0.46 - 0.17
{1.58) (0.44)
Public Administration - -0.10 - 0.11
(0.43) {0.8%)
Personal Services - 1.12 - 1.68
(4.13) {5.52)
Other - 0.67 - 0.92
(1.85) {2.24)
Number of obscrvatons 2,677 2,677 2,677 2677
% ol cascs correctly predicied 78.3 80.7 84.6 86.4
Log-likelihood -1,235.8 =1,126.7 953, —845.2
Chi-squared 859.1 1,077.3 5062.6 Fi84d
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Table 7.3: Estimaled Probabilities of Being Below £3.25 Low Pay Threshold

Baseline Case: single man aged 33, primary education only

Estimaled
Probabilities
Baseline 0.33
Woman aged 35 with Primary Education 0.50
Man aged 20 with Primary Education 0.82
Waoman aged 20 with Primary Educaion (.90
Married man aged 35 with Primary Education 0.16
Man aged 35 with Leaving Cert, 0.10
M aged 35 with University Degree 0.03

fact that a man aged 35 with a Leaving Certificate qualification would have
a probability of only 0.10, and with a University education it would be as
low as 0.03.

[tis of interest that, even having conuolled for age, sex, marital status,
eclucation and occupation/industry, part-time employees are found to
have a significantly higher probability of being low paid than full-timers.
When a dummy variable set at 1 for employees working less than 30 hours
or 18 hours per week is added to the equations in Table 7.2, it is found 10
be consistently significant and positve. Thus, working part-time iwself is
clearly seen Lo increase the probability of being on low hourly earnings,
having taken differences in the characieristics of part-time versus full-time
workers into account. This could reflect lower levers ol unionisation and
bargaining power, for example, and/or a willingness by some (voluntarily)
pari-time workers to trade off earnings against being able to work shorier
hours.

So far, all employees in the sample have been included in the analysis.
However, for the sub-group who completed full personal questionnaires in
the survey — about 70 per cent of all employees — further information is
available that merits analysis in this context. For those individuals, detailed
data on career experience since leaving full-time education was obtained,
in terms of the number of years spent in work, unemployed, ill, and in
home dulties. Young aduhis living in the parental home were not generally
asked to complete such a full personal questionnaire, but did fill in an
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abbreviated one providing, inter alia, the data employed up to this stage, on
carnings, age, education, occupation and industry. Since younger
employees have a high probability of being low paid, the analysis of the full
sample was essential here. However, it is useful to suppiement this by
looking at the sub-sample for which more information is available.' This
allows us in particular to look at the impact of time spent unemployed or
in home duties during one's career on the probability of being low paid
when in employment.

We thus estimate the logit models for the probability of being below
the £3.25 hourly earnings threshold for the 2,002 employces in the sample
for whom this information is available, with years spent unemployed and
years spent in home duties now included. To simplify the presentation,
Table 7.4, Col. (1}, shows the results when the sum of years spent
unemployed and in home duties is added to the equation containing only
age, sex, and part-time education as explanatory variables:!% the inclusion
of occupation and industry categories does not affect the conclusions
drawn about this additional variable. The results show that time spent out
of employment clearly has a significant positive effect on the probability of
being low paid.

Whereas almost all this time spent out of employment by male
employees represents unemployment, for women it is dominated by time
spent in home duties.'” It is of interest then o see if such “lime out” has
different effects for men and women on the probability of being low paid.
It was also noted earlier that some of the other variables might have
somewhat different effects on earnings for women than men. We thereflore
now estimate scparate cquations for men and women, the results being
shown in Table 7.4 Col. (2) and (3), respectively. As far as time spent
unemployed plus in home duties is concerned, the effects are not in fact
very different for men and women, with an estimated coefficient of 0.14

15, Callan (1991) and Callan and Farrell {1992) were able (0 concentrate on the full
informadon sub-sample since their cancern was with married women's carnings and labour
force participation. Estimated carnings functions for the full informaiion sub-sample,
distinguishing male and female, single and marricd ecmployees, are presented in Calkan and
Wren (forthcoming),

16, Marital statas, included in Table 7.9, was insignificant for this group (and for men
and women separately) and is thercfore omiued from the results presented at this stage.

I7. For men, 96 per cent of total tine spent unemploved plus in home dutics was
unemployment, whereas for women 91 per cent was tine spent in home dutics.
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Table 7.4: Estimaies of Logit Regression for Probability of Being Low Paid (Belora £3.25 per hour) for

“Full information ™ Emproyees

(1) (2) (3)
Men and Women Men Women
Intercept 1.98 2.07 2.36
(8.86) {7.28) (7.38)
Age -2.81 =310 -2.54
(13.96) (11.14) (B.0%)
Agre squared 3.94 4,44 3.19
(v.81) (8.141) (5.5%)
Female 0.69 - -
{5.16)
Fducation:
Primary Onty 0.41 0.62 0.32
(1.88) (1.94) (1.03)
Some Sccondary/Group Cer. -0.05 -0.08 0.23
(0.27) (0.30) (0.74)
Leaving Cert, -0.73 —0.49 -0.8%
{4.23) {1.92) {(3.47)
Cenificate/Diploma - .60 -1.00 —1.749
(3.306) (2.0:4) (4.84)
University Degree -2.15 -1.25 -2.76
(5.58) (247} (4.93)
Years unemployed plus 012 14 0.10
in home duties {8.21) (3.85) (5.20)
Part-tinme (< 18 hours) 0.83 1.59 0.67
(2.64) (1.64) (2.00)
Number of observations 2,002 1,228 T4
% ol cases correaily predicled 850.7 86.3 798
Log-likelihood -859.8 —44004 —16.6
Chi-scpnred 670.1 3182 2274
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for men and 0.10 for women. (It is also worth noting that if both years
spent unemployed and years spent in home duties are included separately
in the equation for women, there is litdle difference between the wo in
their estimated coefficients.) The evidence wniatively suggests, then, that
time spent unemployed and out of the labour force in home duties have
rather similar effects on the probability of being low paid.'® As far as the
other variables are concerned, there are some differences between the
estimaled cocelficients for men and women, notably for a University degree.
However, when these equations are used to calculate the predicted
probability of being below the £3.25 (hreshold for different illustrative
cases, the results are quite similar to those derived from the joint equation
and shown in the illustrations in Table 7.8.

Flere we have paid most auention to personal characteristics and their
impact on the likelthood of being low paid. [t will be of particular
importance in further work 1o investigate the indusury/sectoral effects
which have also been identified. It is of cenual importance in the context
of low pay to assess the extent to which there is labour market
segmentation, into, for example, primary/secondary sectors or “good/bad
Jobs”, and the contribution this makes to the observed pattern of low pay.
Understanding the way in which educational experiences and
qualifications actually affect earnings, whether through their effects on
productivity or primarily through job screening, is also clearly of crucial
importance.

7.4 Conclusions

This chapter has looked at the determinants of low pay for Irish
employees. Using the data on employees in the 1987 sample, earnings
functions were estimated. Hourly earnings were seen to be strongly related
to age and educational qualifications. The resulis also showed married
men earning more than single men, and women earning less than men,
having controlled for age and cducation. When industry and occupation
variables are added, a number are seen o be significant influences on
hourly earnings, even having controlled for age, sex, marital status and
educalion.

8. Callan (1991) notes the different pattern of male and lemale cemployment
interruptions — with males having few interruptions longer than 3 yewrs but some married
females having much longer periods out of the ibour force — which means that the precise
way in which they are entered in such an equation may influence their estimaied effects.
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To focus directy on the implications of these relationships for the
probability of being below low pay thresholds, logit models were estimated
using the same explanatory variables but with a dichotomous dependent
variable wking the value | for individuals below the threshold, 0 for those
above. Age and education were again of cenual imporiance, but sex and
marital status also had substaniial effects. Whereas a single man aged 35
who had not reached Group or Intermediate Ceruficate had a one-in-three
chance of carning below £3.25 per hour, a woman of that age and
education had a one-in-two chance. Higher levels of educational
attwinment dramatically reduced the predicied probability of being below
the earnings thresholds. Even conuolling for age, sex, marital status and
education, the industrial sector in which an individual was employed was
scen o have a significant impact on the probability of being low paid. Part-
time workers were also found w have a higher probability than full-imers
ol being on low hourly earnings, even having controlled for individual and
sectoral churacteristics, Earlier interruptions in time spent in work, due to
unemployment or time spent in home duties, were also positively
associated with current low pay.




Chapter 8
LOW PAY AND POVERTY

8.1 Introduction

We now turn to the wopic which is of cenwral importance in considering
the implications of low pay, but where litde information has been available
for Ireland, namely the relationship between low pay and poverty. One of
the main reasons for concern about low pay is of course the poverty with
which it may be associated. This is not the only possible source of concern
- considerations of equity may also arise focusing simply on the
relationship between an employee and employer, between the work
performed and the rate paid. However, it is clear from the content of
public debate about low pay that its impact on poverty is of central
concern. In this chapter we analyse this relationship, and show that it is a
good dcal less direct and more comptex than is often assumed.

Research on this topic has been hindered by the unavailability of
suitable data for analysis at micro-level. For example, the most commonly-
used source for the study of low pay in Ireland has been the 1979 Structure
of Earnings Survey, which has data on individual earnings but no
information about dependants or the houschold o which the employee
belongs. Since poverty is generally assessed on the basis of the family or
household’s situation rather than the individual, low pay could not then be
related 1o poverty. The data in the 1987 ESRI survey is close 1o ideal for
this purpose. In addition 10 the information on employees and their
carnings analysed so far in this swady, detailed information on the income,
composition and lifestyle of the families and households in which they live
was obtained. We now make use of this information 1o examine the
position of the houscholds in which individuals earning below the various
low pay thresholds live. The contribution of the carnings of these
individuals to the total income of their households is also analysed, and the
types of low paid employees who are most/least likely to be living in low
income houscholds identifed.

In Secuon 8.2 the way in which poverty is o be measured, and how this
relates o the measurement of low pay, is discussed. Section 8.3 describes
the pautern found in the sample in terms of the overlap between low pay
and poverty measured using relative income poverty lines. Section 8.4
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explores the factors contributing Lo this pattern, and highlights the
characteristics of those low paid individuals most likely 1o be in households
below the income lines. Section 8.5 touches on the relationship between
low pay and other aspects of labour market disadvantage, particularly
unemployment, which may link it indirecly o poverty. Section 8.6 brings
together the conclusions,

8.2 Measuring Poverty

The Survey of Income Diswribution, Poverty and Usage of Stale Services
has already been used (o study the extent and nawire of poverty in lreland,
and related topics, in a series of studies (see especially Callan, Nolan et al.,
1989, Callan, Nolan and Whelan 1993). A variety of approaches to
measuring poverty has been explored, and the different methods available
critically reviewed (e.g., Callan and Nolan, 1991). One method of
measuring poverty to which a good deal of auention has been paid in this
research involves using relative income poverty lines. While not providing a
unique “best” solution, this approach has a number of advantages in terms
of underlying conceptual foundation and availability of comparable data
over time and across countries, and has been widely adopted in studies and
official reports elsewhere (see for example EUROSTAT 1990, Buhman ef «al,
1988, DSS, 1990). It can uselully be supplemenied by additional
information, for example on direct indicaors of deprivation (see Callan,
Nolan and Whelan 1993).

The relative income poverty line approach has been applied in the Irish
case in earlier work using the ESRI survey (Callan, Nolan ef al., 1989, Nolan
and Callan, 1989), to derive a seL of income poverty lines, rather than a
single line. For present purposes this means that both the poverty line used
to distinguish “poor” households, and the carnings threshold used o
identify the low paid, can be varied. The sensitivity of the relationship found
between poverty and low pay 1o such variation can thus be examined.

Relative income poverty lines are calculated as proportions ol average
disposable household income in the sample, wking differences in needs
between households of differing size and composition into account. The
incomes of houscholds of different composition are therefore first brought
lo a comparable basis using a sel of equivalence scales. A number of
different scates have heen used in deriving such poverty lines for the 1987
sample and the sensitivity of the results to the scales used has been
assessed. Here we use the (approximate) set of scales or relativities implicit
in the rates of payment of the Unemployment Assistance/Supplementary
Welfare Allowance schemes and Child Benefit al the ume of the survey.
Taking the household head o be 1, this means that other adulis in the
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household are counted as 0.66, and children are counted as 0.33, in
calculating the total number of “adult equivalent units” in the household.
Equivalent income is then caiculated by dividing the household's otal
income by the number of adult equivalent units. Average equivalent
income across all households in the sample is then calculated, and this
serves as the basis for the relative income poverty lines.

In previous work we have used lines set at 40 per cent, 50 per cent and
60 per cent of this average, and these will also be employed here. The
poverty lines this produces, in 1987 prices, are at levels of about £34, £40
and £48 per week for a single adult (see Callan, Nolan e af., Chapter 5).
About 7-8 per cent, 17 per cent and 30 per cent of houscholds in the
sample were found to be below the 40 per cent, 50 per cent and 60 per
cent lines respectively.

This general approach to deriving poverty lines has a great deal in
common with the basic idea underlying the relative conception of low pay
often used in sewing low pay thresholds, discussed in Chapter 2. However,
some key differences between low pay thresholds and income poverty lines,
having a major bearing on the relationship between low pay and poverty,
may be noted al this stage:

(1) low pay is assessecl on the basis of the individual's earnings, poverty
on the hasis of the incomes of all the members of the household:;

(i) low pay focuses purely on earnings, whereas in measuring poverty
income from all sources is relevant;

(i) low pay focuses on gross carnings, while for poverty income after tax
and PRSI conwributions is relevany;

(iv) the low pay criterion takes no account of the individual's family
circumstances and “needs”, whereas the houschold's equivalent
income used in measuring poverty depends not only on the
income available to it but also on the number of people
depending on thatincome.

(v)  low pay may be measured in terms of howrly earnings while poverty
is generally assessed on the basis of weekly income or income over
a longer period.

The relationship between an individual’s gross earnings and the disposable
equivalent income of his or her household is by no means a straight-
forward one, implying a relationship bewwveen low pay and poverty which is
equally complex.
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This relationship can only be properly undersiood by examining the
position of individuals falling below low pay thresholds in terms of their
household income, not by analysis at the household level alone. The fact
that in previous work on the ESRI sample about 10 per cent of households
below the 50 per cent relative poverty line were found to be headed by an
employee cannot therefore be taken as an indicator of the overlap between
low pay and poverty. Most obviously, these houschold heads could well
have gross carnings above the low pay thresholds, but be in households
below such a poverty line because of the number of people in the
household depending on those earnings, and/or be paying sufficient tax
and PRSI contributions o bring disposable income below the poverty line
(see Nolan and Callan, 1989). Conversely, employees with earnings well
below the low pay threshold may not be in households below the poverty
lines, because, for example, there are other earners or other income
sources in the household. It is therefore necessary to combine both
individual and household-level data to assess the overlap between low pay
and poverty, which is the aim ol the next section.

3.3 The Overlap Between Low Pay and Poverly

The extent to which low-paid individuals in the sample are in
houscholds below the relative poverty lines is shown in Table 8.1, using the
hourly earnings thresholds of £3.25 and £2.50 o define “low paid”. The
degree of overlap is in fact seen 10 be limited. Very few of the low paid are
in households below the 40 per cenu relative ling, less than one in en are
in households below the 50 per cent line, and about 20 per cent are in the
houschold below the highest, 60 per cent poverty line. This patern is not
significanily affected by the choice of hourly threshold. Nor indeed does it
differ if a simple weekly earnings threshold is applied o all employces,
part-time or full-time.' This pattern comes about primarily because most
employees are not in poor houscholds, most poor households do not
contain an employee. Only 8 per cent of all employees are in houscholds
below the 60 per cent relative line. A majority of these - about 63 per cent
— are themselves below the £3.25 carnings threshold, but a substantial
minority are not. The subsel of employees who are both low paid and in
poor households account for only a small percentage of all employees: only
5 per cent of all employees earn less than the £3.25 per hour threshold
and arc in households below the 60 per cent relative poverty line.

19. The overlap between low pay and poverty using w weekly carnings threshold for al
employees was examined in Blackwell and Nokan (1990): the percentages below weekly
thresholds and in houscholds below the relative poverty lines were almost identical 1w those
shown in Table 8.1
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Table 8.1: The Overlap Between Low Pay and Poverty

Percentage of Employees Employees Fmployees

in Houscholds Below Below “Lower” Below “Higher” All
Relative Poverty Line Hourly Threshold Hourly Threshold Employees

Per cent

40 per centline 2.7 22 08
50 per cent line 9.1 B.5 32

60 per cent line 21.0 18.9 8.1
Per cent of all employees 14.6 26.8 100

Likewise from a household perspective, only 12 per cent of the
households below the 60 per cent poverty line and 9 per cent of those
below the 50 per cent line contain an employee earning less than £3.25 per
hour. (A small number of these households contains more than one low-
paid employee). This again reflects the fact that most households below
these poverty lines do not contain an employee: only 20 per cent of the
households below the 60 per cent line, and 14 per cent of those below the
50 per cent line, contain an employee.

The limited degree of overlap between low pay and poverty in lreland
is quite consistent with the resulis of similar analyses for other countries.
For example, an influential British study by Layard, Piachaud and Stewart
(1978) showed that using a low pay definition which idenufied about 10
per cent of all employees as low-paid in 1975, 22 per cent of these were in
houscholds below a frequently used houschold poverty line (140 per cent
of Supplementary Benefit rates). Taking a broader definition of low pay
and poverty, of the bottom 30 per cent of employees, about 40 per cent
were in the bottom 30 per cent of households ranked by income. More
recently, Bazen (1988) showed that only between 11-21 per cent of low-
paid workers in Britain came from families with net incomes below
Supplementary Benefit rates. For the US, only about 8 per cent of the
employees receiving the official minimum wage are in households below
the official poverty line. Using an alternative, less stringent, definition of
low-paid, Burkhauser and Finegan (1989) found that about 18 per cent of
low-paid workers were below the official poverty line. Obviously, the precise
extent to which low-paid workers are in poor households depends on the
way in which the low pay threshold and the poverty line are defined, which
differs across these studies. However, the broad message from these results
is consistent with our findings for Ireland: many or most low-paid workers
are not in poor households.
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It most low-paid employees are not in poor households, where then are
they located in the household income disuribution? Returning o the Irish
evidence, we furst absuract from the influence of household size and rank
houscholds by disposable income. Table 8.2 shows that three-quarters of all
full-iime employees earning less than £3.25 per hour are in households in
the wp half of the disposable income distribution. About 20 per cent of
employees below that threshold are in households in the wop 10 per cent,
only 7 per cent are in the bouom 30 per cent. This must be seen in the
context of the location of all employees — whether low-paid or not — in the
household income distribution, which is also shown in Table 8.2. The most
striking feature is how few employees are in houscholds towards the
botiom of the income distribution. Only 3 per cent of all employees are in
the houom 30 per cent of the household income distribution and only 16
per cent of all employees are in the bouwom halfl of that distribution. The
houscholds towards the bottom of the income distribution are mostly
reliant on social welfare transfers, pensions or scif-employment (include
farming) income, and contain few employees. Low-paid employees are
slighuly more concentrated in houscholds towards the bouwom of the
distribution than are all employees, but even so are mostly in the middle
and upper parts of the houschold income distribution.

Table 8.2: Employees Earning Below £3.25 per Hour and All Employees by Household Disposable
Ineome Decile

Heusehold Disposable % of Employees % of Alt
Income Decile Earning < £3.25 Employees
Jrer Hour

Bowom 1.0 0.3
2 3.1 1.0
3 2.8 1.3
4 10.2 5.3
5 8.6 7.8
6 11.8 11.4
7 10.9 13.1
8 14.6 16.0
g9 17.2 19.8

Top 19.9 24.0

All 100.0 100.0
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In assessing living standards and poverty status, household income
relative to needs is employed. Table 8.3 shows the location of all
employees, and of employees carning less than £3.25 per hour, when
equivalent income is used for ranking houscholds. In each case the
proportion of employees now found 1owards the bottom of the distribution
s substantially higher than in Table 8.2. None the less, onty 8!/, per cent of
all employees and 19 per cent of those earning less than £3.25 per hour
are in the bowom 30 per cent of the household equivalent income
distribution. Low-paid employees are now concentrated in deciles 5-9,
which contain about 70 per cent of all those carning less than £3.25 per
hour. Not only are most low-paid employees not in households below the
relative poverty lines, then: most are in households well above the poverty
lines. It is worth noting that a very similar patiern is seen if we concentrate
on full-time employees and look at those below the weekly earnings
thresholds.

Tablc 8.3: Employees Earning Below £3.25 frer Hour and Al Employees by Household Equivalent
Disposable Income Decile

Household Equivalent % of Employecs % of All

Disposable Income Farning < £3.25 Employees

Decile per Hour
Bouom 3.1 1.1
2 9.0 3.6
3 7.4 3.9
4 5.7 4.6
5 1.9 8.8
6 14.2 11.2
7 15.2 14.5
8 16.0 15.8
9 12.1 17.5
Top 5.3 19.0

All 100.0 100.0
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Using the houschold as income recipient unit implicitly assumes that
all members of a particular household have the same standard of living. It
may in fact be the case that income sharing within households is most
common between married couples and their dependent children. Other
houschold members, such as non-dependent children, may be more
financially independent and full sharing may not be customary. li is
therefore also useful to look at the overlap between low pay and poverty
using the narrower “family” or 1ax unit, comprising a single person or
married couple together with dependent children if any, as the basis for
assessing living standards/poverty. In earlier research using the 1987
sample it has been seen that the perceniage of persons in tax uniis falling
below relative poverty lines is not very different 1o the percentages in
houscholds below the corresponding lines. We now look at the extent 10
which employees below the low pay thresholds are in tax units below the
relative poverty lines. Table 8.4 shows that the extent of overlap between
low pay and poverty using the tax unit is in fact little different to that seen
(in Table 8.1} using the houschold. Only 19 per cent ol employees earning
less than £2.50 per hour are in tax units below the 60 per cent relative
poverty line, and only 16 per cent of employees earning less than £3.25 per
hour are in such families.

Table 8.4: The Ouverlap Hetween Low Pay and Poverty Using the Tax Unit Rather Than the
Household

Y of Employees Empluyyees Employees All
i Tax Units Below Below Belor Emprloyees
£2.50 per L3.25 per

Hour Flowr

Per cent

40% line

50% line

60% line
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8.4 Understanding the Qverlap Between Low Pay and Poverty

To see why the degree of overlap between low pay and poverty is
limited, it is necessary first of all 10 rewurn o the levels of the earnings
thresholds/poverty lines being applied. Low pay thresholds corresponding
Lo £100 and £130 per week gross earnings have been employed, whereas
even the highest relative poverty line — the 60 per cent one - is only about
£48 per week disposable income for a single person. It is clear then that
even after paying income tax and PRSI contributions, an employee living
alone could be earning well below the thresholds and stll be comfortably
above the highest relative poverty line. To take a single employee earning
£90 per week as an example, his/her tax and PRSI payable (in 1987) would
have been about £18 per week, leaving disposable income of £72. 1t is not
surprising, then, that most such carners without dependants are not below
the relative poverty lines,

For low paid employees with dependants the situation can be quite
different. The 60 per cent poverty line for a couple with two children is
about £110, because the size of the family is 1aken into account in assessing
needs. Employees earning below the £100 or £130 gross earning threshold
would then have disposable income below that relative poverty line, i the
household was entirely dependent on those carnings. Indeed with a larger
family the employee could earn over the £130 threshold and the
household still fall below the relative poverty line. Thus, it should not be
assumed that employees in “poor” houscholds are necessarily low paid in
terms of the conventional earnings bench-marks. Family size and number
of dependants, and the extent to which the household is relying on the
carnings of the individual as the main or sole source of income, are thus
central to the low pay/poverty relationship.

In this context it is useful 10 compare the characieristics of the low paid
employees who are and are not in houscholds below the relative income
lines. Table 8.5 focuses on employees below the £3.25 per hour earnings
threshold, and in household below/not below the 60 per cent relative
poverty line. Those who are in houscholds below the poverty line have
slighuly lower carnings on average, have a highcr proportion working part-
time, are less likely 1o be under 25 and slightly less likely o be female than
those in households not below the line. The differences between the two
groups in terms of such characteristics are not dramatic, however.

The swiking difference, though, is in the proportion who are household
heads or married men. Of the low paid in “poor” houscholds, 41 per cent
are houschold heads, compared with only 17 per cent of the low paid not
in poor houscholds. Likewise, 34 per cent of the former are married men
compared with only 12 per cent of the lawer. This points 1o the conclusion
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that the main difference between the low paid in “poor” households and
the remainder of the population is in the nawre of the households of
which they are members, and their positon in the household, rather than
in the individual employee’s own carnings or occupation/industry.

Table 8.5: Charactoistics of Employees Below £3.25 Threshold Who Are/Are Not in Households Below
60% Relative Poverty Line

Employees Below £3.25 Threshold

Charactenistics In Househalds Below In Households not
of Employee 60% Line Below 60% Line
Percentage female 51.3 54.9
Percentage aged under 25 40.1 53,7
Percentage part-time 28.] 13.0
Percentage in service occupations 21.5 19.0
Percentage in retail indusiry 2.7 22.6
Average weekly gross earnings £81.77 £92.07
Average weekly hours 37.97 40.15
Percentage houschold heads 40.5 16.7
Percentage married men 33.6 11.8
Percentage married women 14.2 20.1

This is explored in Table 8.6, which focuses on the type of houscholds
in which the low paid live. Comparing those below the £3.25 threshold in
households below the 60 per cent relative poverty line with those in
households above that line, almost all the latter are in houscholds with
more than one income carner. They are also much less likely to be in
households containing 2 or more children. About half the low paid in
“poor” households are in households with two or more children, and 52
per cent are in houscholds comprising two adults and 1two or more
children. Where the low-paid employee is the only earner in a “poor”
household, that employee is more likely 1o be male and not to be under 25
than other low-paid employees.
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Table 8.6: Empiloyees Below £3.25 Threshold Who Are/Are Not in Howseholds Below 60% Relative
Poverty Line: Chavacateristics of Houscholds

Emplayees Below £3.25 Threshold

Characteristics In Households Below fn Households not
of Household 60% lLine Below 60% Line
Percenmtage with more than 1 income earner 55.0 922
Percentage with 2 or inore children 51.0 21.6
Percentage with 2 adults + 2 or more children 31.7 8.5
Net earnings of low-paid employee as % of

wotal househald income 55.0 320

Once again, we can look more generally at the low paid in households
located at different points in the income distibution rather than simply
below/not below a paricular poverty line. Categorising households by
equivalent disposable income decile, Table 8.7 shows the average carnings
and characteristics of the low paid employees in each decile. There is not a
great deal of difference in the level of weekly earnings of the low-paid
individual across the deciles, with those towards the bottom of the
household distribution earning about £80 (gross) per week on average and
those towards the top earning about £100. Low-paid employees in
houscholds towards the top of the income distribution are more likely 10
be female, and in particular o be married women, than those towards the
bottom. There is a more pronounced difference, though, in the
percentage who are household heads: about 40 per cent of the low paid
employees in the bouom four deciles are household heads, compared with
18 per cent or fewer for those through the remainder of the distribution.
Most strikingly, the earnings of the low paid employee form a much higher
proportion of total household income for those in low income households.
The imporiance of these earnings declines sieadily with the decile ranking
of the household, making up, on average, 71 per cent of otal household
income for those in the bouwtom decile but only 25 per cent or less for those
in houscholds towards the top of the distribution. Thus, once again, it is
primarily the nawre of the houschold and the role which the low paid
individual and his/her earnings play in that household, rather than the
employee’s own earnings etc. which determine where the low paid
cemployees are located in the household income diswibution.
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While the overlap between low pay and poverty has been shown to be
quite limied, low pay may still be important for the minorily of poor
households which conin an employee, so itis worth focusing specifically
on these houscholds. We have seen that only 20 per cent of the houscholds
below the 60 per cent relative income line contain an employee, and
slighudy more than half these contain an employee earning less than £3.25
per hour. Table 8.8(A) cross-classifies these “poor” houscholds with an
employee by number of children and by whether the household head,
spouse, other member or no member is a low-paid employee. About 26 per
cent have a low-paid head, 9 per cent a low-paid spouse, 19 per cent a low
earner who is neither head nor spouse, and 46 per cent no low-paid
individual. About 85 per cent of these houscholds have children, three-
quarters having two or more, and the households containing a low-paid
individual are about as likely to have children as those without such an
individual. While low pay is a conuibutory factor in producing low income
relative o needs for a significani proportion of the “working poor”, then,
only about one-quarter have a low-paid head and even then family size also
plays a part in most cases.

Table B.7: Employees Belorw £3.23 Hourly Threshold by Household Equivealent ncome Decile

Emprloyees below £3.25 Threshold

Equivalent Avernge % % % % % Low Pay as
Disposable Weekly Gross  Females Aged Pari Married Household %o of Total
Income Decile Larnings <25 Time Women Heaeds Household
£ Income
Bouom 79 52 36 32 12 44 7l
2 86 48 40 23 15 43 53
3 79 52 48 18 14 36 50
4 83 a8 46 4 14 40 5l
5 79 Rl G 17 15 10 33
G 93 57 g ] 12 14 15 40
7 99 56 63 8 24 18 32
B 87 58 62 | 22 18 206
] 101 GO 57 13 27 12 24
Top 106 50 55 8 21 12 20
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Itis thus also of interest to focus on the narrower group of houscholds
headed by an employee — constituting 63 per cent of alt households below
the 60 per cent line with an employee, 4 per cent of all houscholds in the
sample. Table 8.8(B) shows the same cross-classification for this smalier
group. A slighdy higher percentage — 87 per cent — contain children, and a
slightly lower number — 46 per cent — contain a low-paid employee, but
almost all the latter now have a low-paid head. Again, most of the
households with a low-paid head also contain 2 or more children. Low pay
therefore operates most often in combination with family size 10 produce
low income relative to needs. The implications for policy, taken up in the
next chapter, are that a broad approach incorporating child support will
be much more effective in assisting the “working poor” than one focusing
on low pay alone.

Table B.8: “The Working Poor”™: Low Pay and Child Dependants

No 3 or More
Per cent Children 1 Child 2 Children Children All

(A) Households Below 60% Line With an Employee

Low Paid Head 3.7 0.7 8.9 12.5 25.8
Low Paid Spouse 0.5 1.6 1.4 5.8 93
Low Paid - Other 33 4.4 3.5 7.7 19.0
No Low Paid 7.1 1.9 6.3 30.8 46.0
All 14.6 8.6 20.0 56.7 100.0

(B} Households Below 60% Line With an Employee Head

Low Paid Head 5.7 1.1 13.9 19.7 40.5
L.ow Paid Spousc - - - 2.8 28
Low Paid - Other - - 0.5 1.6 2.2
No Low Paid 4.0 1.8 4.8 44.0 H4.6

All 9.7 2.9 19.3 68.1 100.0
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8.5 Low Pay and the Persistence of Disadvantage

in assessing the implications of low pay for poverty, it is important o
look not just at the position of the low paid and the relationship between
low pay and poverty ata point in ume, but also 10 consider the relationship
over time. As Atkinson {(1973) points out, low pay may be an indirect as
well as a direct cause of poverty. For example, someone working in a low-
paid job for much of his/her working life will be less likely 10 have
accumulated assets and pension entidements by the time they reure than
someone in well-paid employment, and thus will have a higher probability
of being poor when elderly. Further, low pay may ofien be part of a more
extended pattern of labour market disadvamage, Low-paid workers may be
more likely o become unemployed, may have higher sickness absence
rates, and are less likely o enjoy fringe benefits than well-paid workers.

Here we take a brief look at these lactors, focusing {irst on the
relationship bewween low pay and the extent of unemployment and labour
market disadvaniage. As discussed in Chapter 7, in the ESRI Survey,
information was gathered for those who completed a full personal
questionnaire on the number of years respondents had spentin the labour
force, the number of years spent in unemployment and in illness/
disability, the number of different jobs they have had, and the number of
spells of unemployment. In addition, the number of weeks spent
unemploved in the last twelve months was also sought. This information is
available for about 2,000 of the 2,800 employees in the sample. In Chapter
7 we saw that years spent unemployed (or in home duties) were positively
associated with the probability of being low paid. Table 8.9 now presents
some data for these employees on the average number of years spent
unemployed, number of years spent ill/disabled, on career spells of
unemployment and number of jobs, and of weeks of unemploymentin the
past year, comparing those below and not below the hourly earnings
thresholds. Auenuon is confined to those who have been in the labour
force for at least 5 years, in order to be able to assess experience over a
significant period — thus the “young™ low paid are not included here.

Compared with all employees, those below the wwo hourly low pay
thresholds have clearly had more years of unemployment and more
unemployment spells, and more vears of illness, in their careers as well as
more weeks of unemployment in the previous year. It is most informative
1o make such comparisons within age groups. The table shows for mosi age
ranges o considerable difference between those above/below the higher
threshold in the total number of yvears of unemployment and illness
experienced, in the number of unemployment spells, and in weeks of
unemployment in the last year, For those aged between 35 and 44, Tor
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Table 8.9: Auerage Number of Years Unemploved, Unemployment Spells, Jobs in Career and Weeks of
Unemployment in Previous Year Sor Low Paid/Not Low Paid
Number of Number of Number of Number of
Yeurs Spells of Number of Weehs Years
Unemployed  Unemployment Jobs Unemployed in - Hifdisabled
in Career in Carcer in Career Previous Year in Cetreer
Al emplovees (left
cclucation 5 years)? 0.6 0.7 3.2 1.4 0.1
All below lower threshold 1.3 1.9 A5 4.0 0.6
All below higher threshold Lo 1.3 3.2 9 0.3
Age 25-34
All below higher threshold 09 3.2 4.6 0.2
All above higher threshold 0.3 0.5 2.6 0.8 0
Age 35-44
All below higher threshold 1.0 2.1 1.1 N
All above higher threshold 0.5 0.5 36 0.6
Age 43-34
All below higher threshold 1.4 1.4 3.6 34 0.2
All above higher threshold 0.6 0.6 39 0.8 0
Age 35-64
All below higher threshold 1.3 0.7 3.0 4.1 0
All above higher threshold 0.6 0.7 35 0.6 0.5

a Those responding to full questionnaire only.

example, on average those below the higher threshold had spent 1 year
unemployed in their career compared with 6 months for those below the
threshold, had 1 compared with 0.6 vears ill, had 2 compared with 0.5
spells of unemployment during their career, and had 3.4 compared with
0.8 weeks of unemployment in ihe previous year. Itis interesting that there
is much less difference betwveen the two groups in number of jobs held.
Using information obtained on the full personal questionnaires, we
can also look at the extent to which the low paid are less likely than other
employees 10 receive fringe benefits. Table 8.10 shows the percentage of
full-ime employees who report receivi ng a variety of such benefits, and the
corresponding figures for those below the two hourly earnings thresholds,
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Auenton is confined to full-time employees because few part-timers are in
receipt of these benefits. Those below the thresholds are much less likely
than those above 1o be receiving [ree or subsidised VHI, free or subsidised
company products, a subsidised (non-morwgage) loan, share options or
shares, or free or subsidised life assurance. There is linde difference
between the two groups in the percentage receiving free or subsidised
meals/luncheon vouchers, or payment of educational fees (other than
those related 10 one’s job). Overall, 20 per cent of all employees but only
14 per cent of those below the higher threshold are in receipt of one of
these fringe benefits, (This pattern is not produced by the difference in
age profile between the low paid and other earners: as Table 8.10 also
shows, the contrast persists if only those aged 25 or over are examined.)
Respondents were also asked 0 estimate the value of the subsidy received
in the last twelve months. The average value for recipients was rather
similar, about £300-£400 pounds, for each ol the types of benefit covered.

Table 8,10t Receipt of Fringe Benefils for Full-time Employees

Age 25+
All Below Lower  Below Higher Belew Upper

Fer cent Receiving Employees™ Threshold Threshold All Threshold
Free/subsidised VI 4.2 1.3 1.2 4.7 1.9
Free/subsidised

company praducts 4.6 1.5 2.5 5.2 2.1
Subsidised loan

(other than morgage) 1.3 0 0 1.6 0
Shire options or shares 1.4 0 0 1.6 0
Educiwional lees 0.7 0.6 0.9 0.7 0.7
Free/subsidised life

assurance 1.1 0 0.2 1.5 0.3
Free/subsidised meals

or luncheon vouchers 10.7 11.8 9.9 10.4 12.3
Any of above 19.9 14,49 13.8 20.7 15.8

& Responding to (ol questionnaire.
i 5 1
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The relationship between low pay and pension entitlements can also be
analysed using data for those completing full questionnaires. Employees
were asked whether they would be entiled to a pension from their work,
and if so how the amount to be received was determined. Table 8.11 shows
that those employees currenly earning less than £2.50 or £3.25 per hour are
very much less likely to have such a pension entitlement than other
cmployees. Only 7 per cent of those below the lower threshold and 10 per
cent of those below the higher figure say they will be entited o a pension
from their employer, compared with fully 65 per cent of those carning above
the higher threshold. This is not simply due to the significant proportion of
part-ime employees among the low-paid: the table shows that the contrast is
only a little less stark for full-time employees only. Nor is it attributable to
age differences: within age ranges among full-ime employees there is still a
very wide gap between those above and below the higher threshold in the
percentage having a pension entitlement. For example, in the age range 35-
44 only 13 per cent of those earning less than £3.25 per hour compared with
71 per cent of those carning above that figure report entitdement,

Itis also interesting o look at the differences between men and women
in the likelihood of having a privaie pension entitlement. Overall, 59 per
cent of male employees compared with only 39 per cent of female
employees report such an entidement. This is partly because pari-time
employees, most of whom are women, are less likely than full-timers to
have pensions. (Only 29 per cent of those working less than 30 hours per
week, compared with 55 per cent of those working 30 hours or more,
report pension entitlements.) However, a substantial gap remains benveen
male and female full-ime employecs, with 60 per cent of the former but
only 44 per cent of the latter having a private pension. This gap is most
pronounced within certain age groups, in particular the 35-44 one,
presumably reflecting the broken labour force experience of many women
in the middle age ranges.

The survey also sought information from respondents as o whether
the pension level 10 be received on retirement was related to final pay or
flat rate, and whether it would be adjusted after retirement in line with pay
in the job or inflation, or fixed in nominal terms. Most of those reporting a
pension entidement said that the level to be paid was linked 10 final pay
and would be uprated afier retirement. There was no consistent difference
between those above and below the hourly thresholds in the size of the
relatively small proportion (about 15 per cent overall) who said they would
be receiving a flat rate rather than an amount related to final pay, nor in
the percentage (also about 15 per cent overall) who said the amount would
not be uprated after retirement.
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Table 8.11: Pension Entitlements of Employees

Pevcentage Entitled to
Pension from Empleyer

All Employees ® 5h.4
Below lower hourly threshold 6.7
Below higher hourdy threshold 10.3
Above higher hourly threshold 65.3

Full-time Employees Only:

All 5:4.5
Below lower threshold 8.4
Below higher threshold 12.6
Above higher threshold 67.2
Age < 25

Below higher threshold 6.1
Above higher threshold 38.4
Age 25-34

Biclow higher threshold 20.0
Above higher threshold 69.7
Age 3544

Below higher threshold 12,7
Above higher threshold 74
Age 45-54

Below higher threshold 22.5
Above higher threshold 71.5
Age 35-64

Bclow higher threshold 24.4
Above higher threshold 74.1

* All those responding 1o full questionnaire.

For those currently in low-paid employment, then, the probability of
having a pension from their employer on retirement is much lower than
for other earners. They are also quite likely Lo experience spells out of
cmployment through unemployment or illness, which may affect their
entitlement to social insurance contributory old age pension on



96 LOW PAY IN IRELAND

retirement, and would certainly hinder the accumulation of savings and
other assets pre-retirement. Low pay when employed and low income when
retired are therefore likely 1o be highly correlated at an individual level. In
wacing through the implicatons for family or houschold living standurds
in reurement, it would be necessary 1o take into account the income of
other family/household members in a manner analogous o the analysis of
the currently low paid in Sections 8.3 and 8.4.

Clearly, the relatonship over lime between low pay, labour market
histories, and pension outcomes merits in-depth analysis. The analysis here
has served to highlight the importance of a dynamic perspective on low
pay and poverty, to complement the picwre of the relationship in a static
SClLll]g.

8.6 Conclusions

The ESRI survey data has shown that the degree of overlap between
low pay and poverty is limited, in that only a minority of employees below
low pay thresholds are in houscholds falling below relative income poverty
lines, and only a small proportion of households below these lines contain
a low-paid employee. This finding corresponds with the pattern shown in
similar studies for other countries, and is in that sense not particularly
surprising. It does not appear to be the commonly-held perception of the
relationship, though, with a stronger and more direct one often apparently
taken for granied.

This is not 1o be taken as meaning either that low pay does not
produce poverty or that those on low pay levels are invariably “well-off”,
because they are in households with income from other sources. Some
households are reliant on income from employment which is “low” relative
to their needs, and are below or not significantly above the 60 per cent
income poverty line, though these contain a minority of low paid
employees. The nature of the houschold in which the employee lives, and
the role which their earnings play in household income, are crucial in
determining whether low pay is directly linked to household income
poverty. The relationship between low pay and poverty is not just a static
one, however. Low pay can be seen 10 be associated with other aspects of
labour market disadvamage over one’s career, including experience of
unemployment, and relatively few of the low paid have entidements to
pensions from their employers. Thus labour market disadvantage,
manifesting itself through low pay at particular points and unemployment
at others, and with major implications from income in retirement, is a
fundamental cause of poverty.




Chapter 9
LOW PAY, MINIMUM WAGES AND POVERTY

9.1 Introduction

The possible responses of policy Lo concerns about low pay and its
effects take many forms, but intervention in the labour market {0 set wage
minima is the most direct and probably also the most holy debated. In this
chapter we look first at the wage minima-setting machinery currently in
operation in lreland in the form of the Joint Labour Commiuee (JLC)
system. Having described this system, the 1987 sample data is used 10 assess
its effecuveness, in a necessarily tentative fashion. The size of the sample
was not designed o allow the very dewiled disaggregation ol employees
into particular industries and occupatons covered by jL.Cs, which would be
required for a comprehensive assessment. [Lis none the less valuable to see
the extent to which the low paid in the sample appear 10 be outside the
coverage of the JLC system rather than in the limited number of
occupations which are covered.

Rather than setting wage minima for particular sectors, a National
Minimum Wage covering all occupations and industries and setting
uniform minima across them has recently been advocated by, among
others, the Irish Congress of Trade Unions. The arguments for and against
such a natonal minimum have been widely rehearsed elsewhere and will
not be repeated here. In partcular, the key issue of the likely impact on
the level of employment and unemployment, which is central 10 any
evaluation of the impact of a NMW, is beyond the scope of this study. It is
uselul, however, to employ the available data to quantify the impact which
a NMW would have in a static setting, with no changes in behaviour, in
particular no change in employment. This allows the scale of the wage
increases which would be involved w0 be quantified, and the sensitivity to
the level and design of the NMW w0 be seen. Given the data on families
and houscholds as well as individual employees available here, it also allows
the “first round effecis” of a NMW on poverty aiL a family or household
level 1o be seen. Such first-round effects do nod reflect the outcome one
would actually predict: they do provide a firm basis not currently available
from which an assessment can depart, taking into account possible
employment and other effects.

97
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Scetion 9.2 describes the JL.C system. Section 9.3 looks a1 the
occupations and industries where the low paid in the ESRI survey are
working, using the most detailed disaggregation available, and relates the
findings to the coverage of the JLC system. Section 9.4 looks at the
National Minimum Wage, and Section 9.5 summarises the main findings.

9.2 The JLC System

Joint Labour Commitiees consist of trade union and employer
nominees together with independent members nominated by the Minisier
for Labour, and each commiuee covers a partcular occupalion/sector as
specified in its terms of reference. Each JLC sets legally binding wages and
conditions of employment for the relevant workers, In 1987, JL.Cs covered
the occupatons/sectors lisied in Table 9.1,

Table 9.1: foint Labour Committees, 1987

Joint Labour Number of Estimated
Cammitiee Prewmises Ewmployees
Registered Couvered
Acrated waters 42 460
Agriculture 4,813 21,0000
Brush and broom 6 48
Catering 1.319 2,149
Contract cleaning 24 1,994
Hairdressing (Cork) 120 23
Hairdressing (Dublin) 571 723
IHandkerchiel i2 1Y
Hotels 742 3,805
Law clerks 1,198 4.337
Provender Milling 68 36
Shiranaking 34 696
Tailoring GO 1,291
Women's Clothing and Millinery 135 2,491
Towal 9,114 38.379

Source: Dept. ol Labour Annnal Report 1987,

Note:  Employee coverage relates only 1o employees in premises inspected during 1987,
except (a) which is based on the Labour Force Survey
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The table also shows the estimated number of employees covered by the
system in 1987 - the year o which our sample data also apply. About 38,000
employees were then thought to be covered, though this figure needs 10 be
carefully interpreted. Over half that otal - 21,000 - were agricultural
labourers, and this figure represents the number in that occupation in the
population as estimated from the 1987 Labour Force Survey. For the
occupations/sectors covered by other JLCs, though, the coverage figures
apply only to employees in premises inspected by the Inspectorate during
the year. Of these, the catering, cleaning, hairdressing, law clerks, hotels
and women'’s clothing JLCs cover substantial numbers, of 2,000-4,000
employees. It is worth noting that some JLCs cover not just specific
occupations/sectors, but apply only o particular geographical areas - the
catering JL.C sets minima which apply only ouwside Dublin, the hotels' one
applies only owside Cork and Dublin, the contract cleaning JL.C covers only
Dublin, and the hairdressing JL.Cs cover Dublin and Cork only.

Most JLCs do not sel a single minimum, bu rather a set of minima
viarying with experience and level of skill/responsibility. The level of
minimum payment specified also varies considerably across |L.Cs. For
example, the agricultural workers’ minimum weekly rate in 1990 was set at
£121.61 for those aged 19 or over, falling in stages 10 only £66.89 for those
aged 15. For shirumakers, the minimum was £126.85 per week for those in
the highest class of “cutter” falling 10 £107.22 for those with the lowest skill
level and 10 as litde as £67.55 for some learners. There is therefore no
‘minimum wage” implied across occupations/sectors by the JLC system,
even if apprentices and those aged under, say, I8 are excluded from
consideration.

9.3 Low Pay Iy Occupation/Sector in the ESRI Survey

We begin analysis of the ESRI survey data in this conwext by moving
[rom the broad level of aggregation employed in carlier chapters o the
most detailed categorisation avatlable for the survey. This is the three-cligit
classification of occupations, and the similar schema for calegorising
industrics, employed by the CSO for coding the Census of Population, e1c.,
(sce Census of Population, 1986: Classification of Qccupations, and Census of
Population 1986: Classification of Indusiries, both produced by the CSO).

To ideniify particular occupations where low pay is prevalent in the
survey, we concentrate on the lower of the wo weekly earnings thresholds
employed in carlier chapters, viz., £100 per week. This threshold is a
margin below the minima set by JLCs or adult fully-trained employees in
1987, and thus serves 1o iden ufy individuals who — even Liking imprecise
survey responses into account — appear 1o bhe below those minima.
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Focusing on full-time employces - taken to be those working 30 hours per
week or more — we saw earlier that about 12 per cent of full-time
employees in the sample carned less than £100 per week. Table 9.2 shows
the occupations where these “low-paid” full-time employees were o be
found. Only those occupational categories containing at least 10 such
individuals in the sample are distinguished, the remainder of the low paid
being under “other”, because categories with smaller numbers could be
misleading - the occupations distinguished contain 77 per cent of all the
individuals below the threshold.

Table 9.2: Occupations of Full-Time Employees Below L£100 Per Week, I.SRI Sample 1987

Percentage of Percentage of
Cecupation Empleyees All Full-time
Below £100 Employees
Fer cent

Agricultural labourers 2.2 0.7
Elecuicians/fitters 1.9 1.5
Moror mechanics 1.9 1.3
Other mechanics 2.4 2.8
Carpenters 1.9 1.2
Sewers/imachinists 3.7 1.2
Meat canners, ctc. 1.2 0.7
Packers and boulers 2.7 .9
Labourers and unskilled

workers (not elsewhere) 6.4 4.6
Typists/keypunch operators 2.7 2.6
Bookkeepers/cashiers 3.3 36
Warehouse clerks 1.3 1.8
Clerical workers ’ 5.9 5.8
Shop assistants 20.2 4.9
Biur anenclants 3.3 0.8
Waiters, cle. 1.6 0.9
Chels/cooks 2.3 0.9
Domestic servants 4.2 1.1
Cleancrs 2.1 0.6
Hairdressers 6.0 .9
Other 32.9 61.2

All 100.0 100.0
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[t is difficult to be precise about the extent to which some of these
occupations are covered by JLCs, but certainly a number of categories can
be dentified which are not covered. The most important of these is by far
the largest single occupational category for the low paid - shop assistant.
This category contains 20 per cent of all those below the £100 weekly
threshold, and was not covered then by the [LC system. Other calegories
which are less important but also do not appear o be covered include
motor mechanics, labourers, typists and keypunch operators, bookkeepers/
cashiers and other clerical workers, and domestic servants.

Certain occupational categories do appear to be covered, at least in
part, by JLCs, and yet have significant numbers in the sample carning less
than £100 per week. Agricultural workers are covered by their own JLC,
and most sewers/machinists would probably be covered by the
Shirtmaking, Tailoring or Women's Clothing JLCs. Wailers and
chefs/cooks, and perhaps some bar attendants, would be covered by the
Catering and Hotels JLCs, cleaners working for contract cleaning
companies by the Contract Cleaning JLC, and hairdressers by wwo separate
JLCs. However, as already noted, some of these JLCs, have limited
geographical coverage - the hairdressing JLCs cover only Dublin and Cork,
Conuract Cleaning covers only Dublin, Catering covers only outside Dublin,
and Hotels only outside Dublin and Cork. Other occupations such as
packers, boulers and meat canners would be covered only if in particular
sectors/industries — by the "Acrated Waters and Wholesale Bouling™ and
“Provender Milling” JLCs.

Taking all the employees in these occupations, who would not in fact
all be covered by a JLC for the reasons mentioned, they account for about
20 per cent of all the full-time employees below £100 per week, as seen
from Table 9.2. Given the limited geographical/sectoral coverage ol some
JLCs, it is difficult in many cases to be sure whether the low-paid
individuals in these occupations in the sample are acwally covered by JLC
minima. More crucially, though, as already made clear, JLLCs do not set a
single minimum for a particular occupation/sector in general, a range of
minima depending on age and experience are instead specified. It is thus
essential to look at the age of the low paid individuals in the various
occupations. This is done for all the occupauons conwining a significant
number of low paid individuals — whether covered by a JL.C or not - in

Tabie 9.3,
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Table 9.3: Age Breahdown of Full-Time Employees Below £100 Per Week by Oceupation

Age
Occupalion
Under 22 22+ All
Per cent
Agricultural libourers 44 a6 100
Electricians/{iuers 100 0 100
Motwor mechanics G7 33 100
Other mechanics 7 43 100
Carpenters 100 0 100
Sewers/machinists 66 34 100
Meal canners 100 0 100
Packers and boulers 28 72 100
Labourers and other
unskilled workers 349 Gl 100
Typiss/keypunch operators 70 30 100
Bookkeepers, cashiers a7 43 100
Warchouse clerks 40 G 100
Clerical workers Gl 349 100
Shop assistants 40 51 100
Waiters, ctc. 61 39 100
Chefs/cooks 12 88 100
Domestic sernants 10 90 100
Cleancrs 0 100 160
Hairdressers a5 5 160

Focusing again on the occupations which are at least pardy covered by
JLC regulation, we see that the low paid in some occupations are almost all
voung. In the case of hairdressing, only 5 per cent are aged over 21, while
only 33 per cent of sewers/machinists are above that age. However, there
are a signilicant number aged over 21 in the case ol agricultural workers,
waiters, chefs and cooks, and especially cleaners — all the low-paid cleaners
are in fact aged over 21.

It must be emphasised that the numbers in the sample in each
cccupation below the earnings threshold is small, and breaking these
down by age is straining the reliability of the numbers involved. However, it
does appear that small numbers of employees in certain occupations at
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least pardy covered by JLCs are below £100 per week and are not aged 21
or under. This need not arise because of actual breaches of JLC minima in
some instances, given the pariial geographic coverage of the catering and
hotels JLGs for example. Even for agricultural workers, where the
occupational category as a whole is covered for the entire counury, il is
possible that some payment in kind may accompany cash wages in some
instances - the JLC regulations provide for such benefits to be set off, at
specilied rates, in lieu of payment in cash. Thus, it is difficult on the basis
of household sample data of the type available 10 identify specific cases
where JLC regulations are definitely being breached.

What the data do allow, though, is an analysis of the concentration of
the low paid in particular occupations/sectors, and the extent to which
these are covered by existing |LCs is an important factor in assessing policy
aptions. We can see from Table 9.2, for example, that 20 per cent of full-
time employees below £100 per week are shop assistants, an occupation not
covered by a JLC at the time of the survey. We can further see from
Table 9.3 that these are by no means all very young — over half are aged
over 21.

The clerical occupations - typists/ keyboard operators, bookkeepers/
cashiers, and clerical workers — account in ol for 12 per cent of the fuli-
time employees earning below £100 per week, and again will not be
covered by exisung JLGCs. Table 9.3 shows that o high proportion of the
individuals involved are in the 1621 age range ~ aboutl 60-70 per cent -
and again this would have o be taken into account in formulating a policy
response. Analysis of the industrial sectors in which these low-paid clerical
workers are employed shows relatively heavy concentrations in retailing,
public administradon, insurance and professional service industries.

The residual category “labourers and other unskiiled workers” is also
unlikely 10 be covered by existing |LC minima, and contains 6 per cent of the
full-time employees below £100 per week. A majority of these are working in
production or building industries, and they are not predominantly young - 60
per centare aged over 21, Likewise, domestic servants - accounting for 4 per
cent of the low paid - are mostly aged over 21,

Even i all the occupations which are at least partly covered by JLCs are
excluded, then, up to 80 per cent of the full-time employees in the sample
carning less than £100 per week worked in occupations not covered. The
survey data suggest that il an extension of the coverage of the JLC system
were contemplated, areas which merit particular attention include shop
assistants and wypists/clerical workers. A wider geographical coverage for
some existing [LCs, notably hairdressing and cleaning, might also be worth
consideration. In fact, a new JLC for the Retail, Grocery and Allied Trades
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has recently been established, since May 1992, covering one ol the most
important gaps identified by this analysis.

The relatively small number of pari-timers in the sample were also
analysed by occupation and hourly pay, and an attempt was made to relate
these to the coverage of the JLC system: however the numbers involved did
not permit any meaningful and reliable results 1o be derived.

9.4 A National Minimum Wage

A National Minimum Wage (NMW) has been advocated by, among
others, the Irish Congress of Trade Unions (see McMahon, 1990) and has
been the subject of heated debate. Such a debate s also continuing in
Britain, which has for many years had a limited sysiem of wage setting
through Wages Councils similar 1o the Irish JLC system. The abolition of
these Wages Councils has just been announced by the UK government,
while the British Labour Party is now committed to inwroducing a full
National Minimum Wage. In the USA, the focus for debate has been not
the introduction of a NMW — one has been in operation for many years —
but uprating that minimum over time. The minimum wage issue has also
been brought o the fore in Europe by suggestions that it form an element
in EC social policy.??

The arguments for and against a minimum wage have been exlensively
rehearsed in Ireland and elsewhere. The central argument against such a
policy is that it introduces rigidity in the labour market and reduces
employment levels, damaging the employment prospects of those iLis
intended to help. A great deal of research on the employment effects of the
minimum wage in the US has been carried out, and more recently there are
also in-depth studies for other countries such as Britain, France and The
Netherlands. (See, for example, the survey by Brown, Gilroy and Kohen
(1982) and Geary and McCarthy (1990), recent studies by Katz and Kruger
(1992) Card (1992a,b) and Neumark and Washer (1992), and the studies by
van Soest (1989), Bazen (1990), Bazen and Martin (1991)). No such studies
have been carried out using Irish data, so it would be necessary Lo base any
predictions of the employment effects of a NMW here on results from
elsewhere. This, and the fact that available studies for other countries vary
considerably in the effects they find, makes such prediction a particularly
uncertain exercise which will not be attempted here.

20. The Community Charter of the Fundamental Social Rights of Warkers (1989)
stipulates that “all cmployment shall be fairly remunerated™ (Article 3). A laer Commission
Opinion (SEC(91) 2116) calls on member states 1o ensure the right 1o an equitable wage is
respected, by means of contractual ancd/or legislative neasures: the role of a minimum
wage versus other approaches is not addresscd.
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With the data available here, though, it is of value to analyse the first-
round effects of a NMW on pay and poverty — thau is, where the “gains”
would accrue if there were no change in employment levels or other
aspects of behaviour. An exercise of this type aims to provide a point of
departure for a comprehensive assessment which would take employment
and other effects into account: it shows, in effect, what the maximum
impact on poverty could be, if there were no disemployment effects. Two
such exercises have recenty been carried out for the UK, looking at the
firsti-round effects of the inwroduction of a NMW on family incomes
(Johnson and Siark 1991, Sutherland 1991). These focus on the
distributional effects of a NMW, assuming no change in employment levels,
¢tc., and quantify the gains accruing o families/households of different
types and at different points in the income disuribution. The resulis show
that the gains from a NMW in the British case are largest in the middle of
the income distribution. The gainers are mostly married women and
young people. Sutherland’s results show bottom income groups gaining
more than do Johnson and Swark’s, and there is also some difference in
emphasis in the conclusions drawn for policy. Johnson and Stark conclude
that “the introduction of a NMW is likely to have only limited effects on
poverty even if there are no negative elfecis on the labour market”,?! while
Sutherland states that “the pattern of gains in terms of family incomes
demonsurates that there is a role for a minimum wage in the relief and
prevention of family poverty”. 2 Both emphasise the positive impact of a
minimum wage on the position of women, particularly married women.

These UK swudies are based on full tax-benefit micro-models. Such
models allow the impact of a change in gross earnings on income Lax and
social security contributions payable, and on (means-tested) social securicy
transfers received, o be calculated for each tax unit affected by the
simulation. A full stmulation of this type is not possible for Ireland ot this
stage. A tax-benefit model of this type currenty under consuruction by T.
Callan at the ESRI is not yet complete.?? When that model is available, a
comprehensive simulation of the first-round distributional effects of a
NMW will be possible. Here a more limited but still informative exercise is
reported.

21, Johnson and Suwk (1991) p. 93,

22, Sutherbnd (1991) p. 8.

23. The construction of this madel and its use are deseribed in Callan (1991), which also
presents the resulis of a range of analyses using the wx elements of the model. The social

wellwre components are currvently being incorporated in the model, and when complete it
will provide the ideal basis for the full simulation of the firsi-round ¢ffects of a NMW,
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This exercise concentrates on the impact of a NMW on earnings, and
does not take into account the impact of increased earnings on social
welfare transfers as a result of the operation of means tests. Most
importantly, then, losses in Unemployment Assistance produced by an
increase in spouse’s earnings will not be taken into account, nor will the
impact of increased family earnings on Family Income Supplement received.
Further, though income tax and PRSI are wken into account in measuring
the impact on net earnings, the income tax liable as a result of the increase
in gross earnings is esiimated simply on the basis of the 1ax exemption limits
and the standard 1ax rate, rather than comprehensively modelled using the
income of the tax unit. Despite these limitations, the exercise is informative
about the general shape of the distributional effects of a NMW, and provides
an upper bound for the likely impact on houscholds at low incomes.

A NMW could be formulated in a variety of ways, based on hourly or
weekly wages and with/without different minima for different ages. The
most commonly-discussed formulation in the Irish context has been a
weekly minimum, presumably applying to full-time employees. For
example, the Labour party advocated in 1991 a NMW of £140 per weck,
which would be very close 10 the upper weekly earnings threshold of £130
per week in 1987 terms used in this swudy. It would seem reasonable to
have lower minima for younger employees, a common feawure elsewhere,
perhaps along the following lines:

age 20 : £110
age 19 : £100
age 18 : £90
age |7 orunder £65

Such a weekly minimum wage could hardly cover part-time workers however,
and one formulated in terms of hourly rather than weekly income would
also appear more appropriate 10 the objective of “fairness” or avoidance of
exploitation in pay rates. Thus, we will use the hourly equivalents of these
weekly amounts (based on a 40 hour week) in “simulating” a NMW and
apply it to all employees, whether full-ime or part-time. A weekly minimum
applied o full-timers only is then briefly discussed. It shoutd be noted
though that, relative 1o mean or median earnings, this level is higher than
that in force in many of the countries which actually have a NMW.2*

24, A higure of £130 per wecek, as was seen in Chapter 4, represents about two-thirds of
median earnings for full-time adult males in the 1987 sample. Mininnun wages in operation
in other counwries arc more typically set i up o about 55 per cent of this medinn.
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The minima applied are therefore £%.25 per hour for those aged 21 or
over, £2.75 lfor those aged 20, £2.50 for 19 year olds, etc. The gross
carnings increase implied by the NMW for each employee below the
minimum is simply the difference between gross hourly pay and the
minimum for his/her age, multiplied by the number of hours worked per
week. It is worth looking first at the impact on labour costs. In aggregate,
these gross earnings increases would amount o about 4.1 per cent of the
existing wage bill for all employers, and in addition, employers” PRSI
contributions would be payable on the increases. The aggregate increase
would form a higher proportion of the current wage bill in those industrial
sectors where the low paid are concentrated and/or the wage “gap”
between actual wages and the minimum is greatest. As Table 9.4 shows, the
aggregate increase in wages would form a particularly high proportion of
the current wage bill in agriculture, retailing, personal services and
“other”, reaching 24 per cent in the personal services sector. The increase
would of course represent a greater percentage of labour costs on the
employees invoived, The additional cost would represent about 35 per cent
of current gross wages bill of the employees affected.

Table 9.4: Aggregute Inerease in Wages from Hourly NMW Relative to the Wage Bil, by Industrial

Sector
Increttse in
Cross Wages as %

of Wage Bill
Agriculture 15.4
Building and construction 6.1
Other production 2.4
Wholesale 4.6
Retal 14,4
Inswrance, ete, .9
Trinsport, clc. 1.9
Professional services 4.7
Teaching 1.6
Health 1.9
Public administration 1.4
Personal services 24.1
Odher 4.9

All 4.1
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From the point of view of the employee, it is the increase in take-home
pay rather than in gross earnings which is relevant. Income tax and
employees’ PRSI contributions must therefore be deducted. Tax is
estimated here simply by applying the standard rate (in force in 1987) 10
these additional earnings (above the exemption threshold). This will
understate the liability of those who would pay tax at the higher rates. This
will not be of relevance to single people, but may be for a married person
whose spouse is at work. The impact on take-home pay is therefore
overstated for some families. Since the effects of higher take-home pay on
social welfare benefits are not taken into account, the impact on net
incomes of families receiving means-tested benefits will also be overstated.

We look first at the extent to which the gains from the NMW — subject
to the caveats mentioned - go to households below the relative poverty
lines. About 25 per cent of alt employees are affected by the NMW, as
formulated. Only 9 per cent of these are in houscholds below the 50 per
cent relative poverty line, 20 per cent are in households below the 60 per
cent line. Table 9.5 shows that about 22 per cent of the estimated total
gains in take-home pay go 10 houscholds below the 60 per cent line. The
“gainers” who are in households below the lines gain only slightly more, on
average, than those in households above the lines. The distribution of total
gains is dominated by the location of the employees who gain, with
variations in average gain not affecting the pattern very much.

Table 9.5: Pattern of “Gains™ from Hourly NMW, Categorised by Household Position Vis-3-Vis
Relative Income Poverty Line

Empleyees in % of the Average “Gain” % of Tolal “Gains”
Households “Cainers” Jor These Implovees Coing to These
(L per Week) Employees
Below 40% line 2.4 23.5 2.4
Below 50% line 9.1 19.5 9.2
Below 60% line 19.9 20.6 21.5
Above 60% line 80.1 18.7 785

All 100.0 19.1 100.0
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A similar breakdown for employees who gain [rom the NMW,
categorised now by the disposable income decile of their houschold, is
shown in Table 9.6. The average gain for those affected is relatively high in
the bottom 2 deciles, not varying greatly over the remainder of the
distribution. However, it is once again the distribution of the “gainers”
which dominates, so that the top hall of the income distribution,
containing 72 per cent of the employees affecied, receives 69 per cent of
the total gains.

When “gainers” are categorised by their household's equivalent income
decile, Table 9.7 shows that the lower deciles gain more. The average gain
for employees affected is no longer much higher for the bouom deciles,
but more of the gainers are in that part of the income distibution. The
top half of the equivalent income distribution still contains 62 per cent of
the gainers, though, and receives 56 per cent of total gains.

Cable 9.6: Mattern of “Gains™ fram Hourly NMVY, Categorised Iy Household Disposable Income Decile

Employees in % of the Average “Cain” % of Total “Gaing”
Households in “Gainers” Jor These Employees Going to These
Decile (£ per Weeh) Emplayees
Bottom 1N 39.6 2.8
2 3.3 a1 5.4
3 3.0 18.8 3.0
4 1.2 19.0 11.1
5 9.1 19.2 9.2
t 12.5 20.8 13.6
10.8 19.1 10.8
8 14.3 16.5 12,3
9 16.65 17.8 15.5

Top 18.1 17.6 16.7
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Table 9.7: Pattern of "Gains” fram Honrly NMW, Categorised by Household Equivalent Disposable
Income Decile

Employees in % of the Average “Gain” %o of Total “Gains”
Houwseholds in “Coariners” Jor These Employees Coing to These
Equivalent Decile (£ per Week) Employees
Bouom 3.4 23.0 4.1

2 9.6 17.6 8.8

3 7.5 22.7 9.0

4 5.9 23.9 7.4

5 1.7 23.2 14.2

6 14.2 19.3 14.3

7 14.5 19.1 14.6

8 16.1 16.4 13.8

9 11.8 15.5 9.7
Top 53 15.0 4.2

Using the same methodology, a weekly rather than hourly minimum
wage was also “simulaied” for purposes of comparison, since such a weekly
minimum has been discussed in the Irish context. This simply applies the
minimum of £130 per week to all those aged 21 or over and working 18
hours per week or more, with reduced weekly amounts for younger
employees as already described. (Using a 30-hour cut-off would not greatly
alter the results.) The full results corresponding to those in Tables 9.59.7
on the first-round distributional impact of such a weekly NMW for full-
umers are given in Appendix 3, and are in fact very similar to the effects of
the hourly NMW. About 22 per cent of employees are affecied, the average
net gain for these being slightly higher than with the hourly NMW (at £23
per week rather than £19). Almost the same percentages of gainers are in
househald’s below the relative income poverty lines as in the case of the
hourly minimum. A slightly higher percentage of the gains go to those
below the 60 per cent relative line (23 per cent compared with 21.5 per
cent), and the distribution of gains by income or equivalent income decile
is little changed.

The estimated gains for individual employees/households may be
overestimated here in certain cases because of the limited scope of the
exercise, but the location of the “gainers” will not be significantly affected.
Thus, the broad pattern shown by the results is likely to be a reasonably
accurate reflection of where the first-round effects of a NMW would be
concentrated. Most of the gains from a NMW will thus not go to houscholds
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towards the bourtom of the income distribution/below relative poverty lines.
Further, only a relatively small proportion of the households below reliative
income poverty lines witl be assisted. Whether assessed in terms ol overall
target efficiency or effectiveness in helping poor houscholds, then, a NMW
does nov appear likely 10 be particularly efficient or effecuve.

This arises primarily because most households below the relative poverty
lines do not contain a low-paid employee, or indeed an employee. Most
households contining employees have higher incomes than the groups
which predominate at the bottom of the income distribution, namely those
reliunt on social wellare wansfers and/or low self-employment income. The
focus could however be narrowed 1o concentrate on what can be done o
assist the minority of low-income households which do contain an employee.
A minimum wage then has greater appeal in terms of effectiveness. About 20
per cent of houscholds below the 60 per cent relative poverty line contain an
cmptoyee, and 14 per cent are headed by an employee. The minimum wage
as simulated benefits about half these households in all and lifts about a
quarter of them above the 60 per cent line, The remainder of these
households would not be helped, because the employee earns over the
NMW but has a large enough family 1o bring the household below the
poverty line. The target efficiency of the minimum wage remains poor -
most ol the gains go to households not below the poverty lines — but in
terms ol firsi-round effects it is more effective in assisting this specific group,
the “working poor”.

As an anti-poverty policy the NMW must be assessed not in isolation,
then, but in comparison with other strategies which could be implemented
o assist poor households which contain an employee. Sull focusing on
intervention at the level of wage-sewing, an ahernative is for collective
agreements to attempt o favour the low paid. This has in fact been a
feature of both the Programme for Natonal Recovery and the Programme
for Lconomic and Social Progress. The later, for example, agreed pay
increases in percentage 1erms, but where this would result in increases for
full-time adult employees of less than a stated floor (e.g. £5 per week in the
first year) the increase “could be adjusted 10 those levels by local
negotiations and local agreement” (Appendix A, section l). Experience
elsewhere suggests that pay dilferentials tend to reassert themselves over
time in such circumstances, however, and atlempting 1o secure higher
wages for the low paid in this way would be subject to the same low poverty
reduction effecuveness as a minimum wage, It could also obviously have
negative ¢ffects on employment.

Turning 0 social welfare strategies, wargeting cash transfers to such
households through means-iested programmes such as the Family Income
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Supplement uappears atractive but faces the major problem of low take-up
(see Callan, Nolan et al, 1989, Ch. 10). A high degree of concentration of
resources on the target population is then achieved at the cost of a failure
to reach many of the households who are deemed to require assistance. In
addition, high effective marginal tax rates implicit in the scheme create
significant poverty traps for recipients.

An alternative strategy 1o assist low-income families with children,
including those relying on employment income, would be through
increased universal cash wransfers for children — Child Benefit. As discussed
in Nolan and Farrell (1990) this has a number of polentat advantages in
terms of effectiveness in reaching such families and improving incentives (as
well as in terms of horizontal equity between households with and without
children). Once again much of the “gains” from such a policy would go to
non-poor households, so purely from a poverty alleviation perspective it
would not, however, represent a particularly efficient targeting of resources.
A substantal increase in Child Benefit could be financed by making it
taxable (see Callan, 1991). In thaw case, though, most of the gains for low-
income employees above the exemption lmits would be taxed away®® (with
Social Welfare recipients with children gaining and families paying 1ax at
above the standard rate losing). A significant increase in “net” expenditure
on Child Benefit would thercfore be required if low-income employees
paying income tax at the standard rate were to benefit

Child additions o0 income tax exemption limits were introduced in
1987 and subsequently increased, in order to assist the “working poor” with
children. These do remove significant numbers from the tax net, but
obviously do nothing for those who remain in it. Those just above the
exemption limits face particularly high marginal tax rates because of the
operation of “marginal relief™: raising the exemption thresholds means
that more people face these higher rates (because there are more in the
retevant part of the income distribution).

Neither FIS, Child Benefit nor child additions to the exemption limits
assist those relying on low earnings but without children (who are, however,
only a minority of the “working poor”, as we have scen). Widening income
tax bands/lowering the standard rate would benefic all low-income
employees paying income 1ax, but would be expensive in terms of revenue
Forgone and would not, tiken alone, larget resources efficiently to those on
low earned incomes,

25, The limited gains from such a suuegy for low-income families with an employee
E’ ’
are shown in Callan and Nolan (1992),
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A comprehensive assessment of various surategies, in terms ol their
effectiveness and efficiency in helping the “working poor” and the low-
income population generally, will not be artempted here: such an
assessment will be possible using the tax-benefit model being developed
using the 1987 ESRI sample as base (see Callan, 1991).26

The analysis here has served 10 show that a minimum wage alone, even
if it lifted all the low-paid up to the minimum and had no disemployment
effects, would not assist all those on low incomes relying on employment
income, because many have earnings which would be above the nunimum
but have to support a large family. For this reason, it has been argued
clsewhere that a minimum wage would have 10 be an element in a package
of measures, including in particular enhanced benefits for children (sec
Alkinson 1989).%7

Poverty alleviation is not the only objective towards which a minimum
wage could be directed, though it is the one on which we have
concentrated here. “Fairness” at the level of the individual worker,
avoidance of exploitation, is another key element in the evolution of
arguments for intervention in wage setting by the state, as discussed in
Chapter 2. It is of particular relevance to the position of women in the
labour market, since women make up a high proportion of the low paid
and, as both the UK swudies mentioned above have shown, much of the
(first-round) gains of a NMW would go to women. The NMW exercises
described here shows a similar concenuration of gains among women: 55-
60 per cent of “gainers” are women and they receive 55-64 per cent of total
“gains” from the NMW, depending on whether the hourly or weekly
formulation is employed. (A higher percentage of the gains from the
weekly than hourly NMW go 1o women primarily because men work longer
hours.) A NMW could thus be an ¢ffective tool in promoting the position
of women in the labour market, abstracting from the impact on
employment.

96, Sce also MeMahon (1992) for a discussion of the various strategies which can be
adopted o assist the low paid.

97. Sec Atkinson (1984) pp. 93-95 on the general type of sirategy into which
minimuin wage would fit coherenty. Such a strategy would entail realfirmation of the
waditional goul of guaranteeing adequate income from work for all those able o work, with
social sccurity provided for those unable to work. An alernative strategy entails the
provision of a basic income 10 everyone x'cgm'(llcss of employment staues, in which case a
minimum wage would not be necessary.
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No assessment of the benefits and costs of a NMW could abstract from
employment effects, of course. The limited exercise described here
represents a first analysis of the distributional pauwern of the first-round
effects of implementing a NMW in the Irish case. In addition to refining
this analysis using a full tax-benefit modelling framework, research on the
likely impact of a NMW on c¢mployment in an Irish sewing is urgently
required if the policy is to be properly evaluated. Such employment effects
could be most serious for young workers and married women, and could
significanuy alter the distributional impact.

9.5 Conclusions

This chapter has focused on state intervention in seiting wage minima
as a response Lo low pay and poverty. The wage minima-sewing machinery
currently in operation in Ireland, in the form of the Joint Labour
Commiuee system, was described. A disaggregation of employees in the
1987 ESRI samptle by detailed occupation categories allowed a limited but
useful analysis of the extent to which low paid workers were covered by the
JLC system. While the sample size and differences in the categories used
imposed constraints on the analysis, it did suggest that most low paid
workers were in occupations/sectors nol then covered by JL.Cs. One of the
most important areas not covered by JLCs ac the time of the survey, where
a substantial number of low paid workers was found, was the retail sector,
and a new JLLC 1o cover this area was set up in 1992, Clerical workers, both
typists/cashiers, cic., and those in general clerical work, also constituted a
significant proportion of the low paid in the sample.

The first-round disuributional effects of implementing a National
Minimum Wage, abstracting from the crucial issue of the impact on
employment levels, were also analysed using the sample data. The limited
objective of such an exercise is to be emphasised: it simply aims to show
where in the income disuribution the maximum gains from a NMW, ie,, if
there were no disemployment effects, would acerue, A fuli-scale simulation
of the firstround effects on family net incomes using a tax-benefit micro-
model was not possible at this stage. Instead, a more limited exercise
looked at the “gains” in lake-home pay, with tax liability estimated rather
crudely, and not taking the impact on means-wested social welfare payments
into account. However, the resulis indicated that iv was the location
throughout the distribution of the low-paid employees affected by the
NMW which dominated the disuributional pattern of firsi-round “gains”,
and this would probably not be substantially affected by the limitations of
the exercise.
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The NMW formulations examined applied to hourly or weckly
carnings and involved a minimum of £3.25 per hour or £130 per week (in
1987 1erms) for those aged 21 or over, with lower mimima for younger
workers. Such a NMW - which would be higher relative to median
carnings than most of those operating elsewhere - would increase the
aggregate wage bill for employers by about 4 per cent, with the increase
being very much greater in certain sectors, notably personal services. The
results showed that most of the employees gaining from the NMW were not
living in houscholds below the relative income poverty lines, About 22 per
cent of the “gains” went to those in houscholds below the 60 per cent
relative poverty line. When houscholds were ranked by equivalent
disposable income deciles, the gains were greatest in the middle of the
income distribution.

This arises primarily because most houscholds below the relative
income poverty lines do not contain an employee. A minimum wage will
therefore not affect most of these houscholds. The relatvely small subset
of poor households which do contain an employee pose particular
problems for anti-poverty policy, however, and the firstround eflfects of a
minimum wage would include gains for about half those households. Even
abstracting from disemployment effects, though, a minimum wage would
have o be complemented by improved benefits for families with children,
Since most of the gains from a minimum wage would not go 1o houscholds
below the poverty lines, the policy is not auractive in terms of Larget
cfficiency in alleviating poverty. Other goals may also be involved, though,
including improving the relative earnings of women. About 60 per cent of
the first-round “gainers” from the NMW would be women.

Any assessment of the impact of i minimum wage would of course have
to take the likely effects on employment levels into account. No research
on this topic has been carried out for Ireland. Swdies for other countries
indicate that women and younger workers are the groups most likely to be
adversely affected. The analysis of first-round distributional effects
discussed here therefore urgenily needs to be complemented by an
examination of the scale and nawre of such employment effects if the
minimum wage is 10 be properly assessed. Similarly, tax and social welfare
strategics 1o assist the “working poor”, discussed here, need o be fully
evaluated using the tax-benefit simulation model which is being developed
based on the 1987 survey data.



Chaper 10
CONCLUSIONS AND POLICY IMPLICATIONS

10.1 The Study

This conctuding chapter brings together the main findings of this study
which has analysed the extent and nature of low pay in Ireland, and the
relationship between low pay and poverty, using the data obtained in the
1987 ESRI Survey of Income Distribution, Poverty, and Usage of State
Services. That survey, ol a randomly-selected national sample of
houscholds, provided detailed information on about 2,800 employees.
Compared with available information from external sources, this sumple
appeared Lo adequately represent employees in erms of such variables as
age, sex, occupation, and industry, as well as average earnings. [t
represents a significant advance on previously available Irish data for the
analysis of low pay, in terms of coverage and the potential for linking
employec earnings to family and household living standards.

10.2 The Extent of Low Pay

The disuribution of earnings among employees was examined, o put
the position of the low paid in perspective. The bowom 10 per cent of full-
time employees carned less than half the midpoint in the earnings
distribution, while the top 10 per cent carned 180 per cent or more. The
distribution of earnings among males was seen 1o be very similar to that
found in Great Britain and Northern Ireland.

A number of different earnings thresholds were derived in measuring
the extent of low pay, using approaches adopted in such studies elsewhere
and in previous Irish research on low pay. The extent of low pay found was
seen o be quite sensitive o the threshold employed. Since there was no
{irm basis for selecting a particular one, the analysis was carried out for two
central thresholds — a higher one of £130 per week and a lower one of
£100 per week, and corresponding hourly thresholds of £3.25 and £2.50
(based on a 40-howr working week) ail in 1987 terms. (Note that £100 per
week in 1987 terms corresponds to about £115 in 1992 prices, while £130
in 1987 corresponds o about £150 in 1992.) About 27 per cent of
employees were earning less than £3.25 per hour and 14 per cent earncd
less than £2.50 per hour,

116
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Part-time and full-time workers were distinguished and analysed
separately, using two different cut-offs in werms of hours worked per week.
Taking those working less than 30 hours per week as pari-time, 89 per cent
of the employees in the sample would be considered fuil-time workers. Of
these, 26 per cent were below the £3.25 per hour threshold and 14 per
cent were below the £2.50 figure. A slightly lower percenwage of full-time
employees were below the corresponding weekly wage thresholds, so some
of those below the hourly figures were staying above the weekly cut-offs by
working longer than 40 hours. Low pay among full-lime employecs
appeared to be about as prevalent as in the UK, and more so than in some
other EC countries such as Belgium, The Netherlands, France and
Germany.

Of the 11 per cent of employees who work less than 30 hours per week,
36 per cent earned less than £3.25 per hour, and 22,5 per cent earned less
than £2.50. Thus, a significantly higher percentage of part-iime than full-
time employees are low paid on an hourly basis.

An alternative hours cut-off was also applied focusing on those working
under 18 hours per week = this being the cut-off employed in the social
insurance system prior o the extension of entitlements of pari-time
workers in 1991, Only 4 per cent of employees in the ESRIE sample usually
worked less than 18 hours per week. Almost half of these part-timers earn
less than £3.25 per hour, and 31 per cent earn less than £2.50. Thus this
subset are mare likely 1o be low paid on an hourly basis than the larger
group working less than 30 hours.

10.3 Characterisiics of the Low Peid

Among full-time employees below the hourly earnings thresholds,
women are significantly over-represented — they make up one-third of all
full-ime employees but account for half of those below the thresholds.
This is partly because low-paid full-timers are also predominantly young -
almost two-thirds of those below the lower hourly threshold are aged under
25 — and a much higher proporton of fuli-ume female employees (41 per
cent) than males (18 per cent) arc under 25, However, even among older
full-time employees, women comprise only 25 per cent of all those :lgecl 25
or over but 50 per cent of those earning under £2.50 per hour, Only 18 per
cent of full-time employees below £2.50 per hour are men aged 25 or over.

Most low-paid part-time workers are women. About 88 per cent of
employees working less than 30 hours per week and earning less than
£3.25 per hour are women. This is primarily because 77 per cent of part-
time employees are women, but the higher risk [or women than men part-
umers of ¢arning less than £3.25 per hour also contributes. About 20 per
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cent are women aged under 25, but about 60 per cent are women in the
25-54 age range.

Married men are consistently less likely than single men to be low paid,
within age ranges. For women working full-time, there is no such
difference between married and single in the probability of being low paid,
except for the under 25s. A high proportion of low-paid part-time workers
are married women; this simply reflects the fact that a high proportion of
pari-timers are married women, rather than a higher risk for married
versus single part-timers.

Focusing on low-paid part-timers working under 18 hours a week, these
are even more likely to be married women. Almost 80 per cent of all those
working under 18 hours are women, most of whom are married and aged
between 25 and 54. This becomes ¢ven more pronounced for those who
carn less than the hourly earnings thresholds.

10.4 Occupation and Industry of the Low Paid

About 50 per cent of full-time employees below the hourly earnings
thresholds are men, and these are heavily concentrated in the general
“producers”, ctc., occupational group, rellecting the pattern for all male
employees. Low-paid women are founc in large numbers in clerical, service,
and commerce/insurance/finance occupational groups. The percentage of
low-paid women in service and commerce occupations is considerably in
excess of the percentage of all women full-timers in those occupations, so
that the risk of being low paid is also very high for those groups. For
example, 16 per cent of all full-time employees below £2.50 per hour are
women in the commerce, insurance and finance occupational group, and
this means that over half of the full-ime women in that group are below the
threshold. Similarly, over 40 per cent of full-time women in service
occupations are low paid in that sense. Although the risk of being low paid is
much lower for females in clerical occupations — only 13 per cent earn less
than £2.50 per hour - because it has such a large proportion of all women
workers it also accounts for a significant number of low paid women.

Pari-time workers earning less than £3.25 per hour are predominantly
in service occupations. Half of all those working under 30 hours and
earning less than that hourly figure are service workers, almost all of them
women. Another quarter are in commerce, insurance and finance, and
maost of the rest are in clerical occupations. This is even more pronournced
for those working under 18 hours per week.

Categorising employees by industrial sector rather than occupational
group, full-time men below the hourly carnings thresholds are
concentrated in the “other production” and retailing scctors, with some
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also in agriculwre, building and construction and personal services. Full-
time women employees below the hourly thresholds are also heavily
concentrated in “other production”, retailing and personal services. In
terms of risk, about three-quarters of the women working full-time in the
retail or personal services sector earn less than the higher hourly earnings
threshold of £3.25 per hour.

Part-time workers earning below £3.25 per hour, mosuy women, are
particularly hecavily concentrated in retailing and personal services. About
32 per cent of all those working under 30 hours per week and earning less
than that hourly rate are women working in personal services, while 27 per
cent are women in retailing. While much less important, a significant
proportion — 8 per cent - of such employees work in the health services.
Once again, focusing on those earning under 18 hours leads to a greater
concenuration, with an even higher proporton of the low paid in rewailing
and personal services.

10.5 The Determinants of Low Pay

Derailed disaggregations of the low paid by characteristics such as age
and sex, and by occupation and industry, are informative but have
limitations in uying to disentangle the role of the various lactors linked o
low pay. A regression framework was therefore employed to analyse the
relationship between such factors and earnings, and bewween them and the
probability of being below the earnings thresholds. First, conventional
earnings functions were estimated, and showed hourly earnings 1o be
strongly related to age and educational auainments. Women were seen 1o
earn less than men, and married men o earn more than single men,
having conuolled for age and education. Some industry and occupation
variables also proved significant.

To focus directly on the implications for low pay, logit modcls were
estimaied using the same explanatory variables but with the dichotomous
dependent variable set at 1 for the low paid and 0 for all other employees.
Age and education were again of central importance but sex and marital
status also had substantial effects. For example, whereas a single man aged
35 who had not reached Group or Intermediawe Certificate was estimated
10 have a one-in-three chance of carning less than £3.50 per hour, a woman
ol the same age and educaton had a one-in-two chance. Higher levels of
educational atainment dramatically reduced the predicted probability of
being below the earnings thresholds. Part-lime workers, those in particular
industrial sectors, and those who had spent substantial periods in
unemployment or home duties were also found 1o have a relauvely high
probability of being low paid, having controlled for other characieristics.
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10.6 Low Pay and Poverty

Analysis of the survey data made clear that the degree of overlap
between low pay and poverty is quite limited: only a minority of the
employees below low pay thresholds — up to about one in five — are in
households below relative income poverty lines. This corresponds with the
patiern found in other counuries, and arises primarily because most poor
houscholds do not contain an employee. The extent of overlap is not any
greater when the narrower family/tax unit is used rather than the
housechold in assessing poverty status. Most low paid employees are in
households in the middle and upper parts of the equivalent income
distribution. The main factor determining the position of low paid
employees in the household income distribution is not the extent to which
the earnings of that employee fall below the thresholds. Rather, it is the
role they play in the household - in particular, whether there are other
income carners in the houschold and how reliant it is on the low-paid
employee’s earnings, and whether there are children o support. Where
the low paid employee is a married man and/or the household head, the
probability that the houschold is below the poverty lines is increased
considerably. Most of the households below relative income poverty lines
headed by an employee contain children, (though less than half these
household heads are in fact below the hourly earnings thresholds).

The relationship between low pay and poverty also needs to be seen in a
dynamic perspective. Those currently in employment but below the
carnings thresholds had substantially more experience of unemployment in
the past than employees (in the same age group) above the thresholds, and
were also much less likely 1o be entitted (o a pension from their current
employer on retirement. Low pay is thus to be seen as one aspect of more
pervasive labour market disadvantage over time.

10.7 Low Pay, Minimum Wages and Poverty

State intervention to set wage minima is one possible response to low
pay, and a national minimum wage has been advocated, and hotly debated,
in the Irish context. Indeed the costs and benefits of minimum wages has
been a perennial topic in policy discussion and academic debate
internationally. Most of this debate focuses on the impact of the minimum
wage on employment. There has been litite or no research on this issue in
the Irish context, and research elsewhere has produced rather varied resulis
and does not provide a satisfactory basis on which to draw conclusions for
Ireland. By identifying the sectors and occupations in which the low paid are
concentrated, this study provides a starting-point for an assessment of the
likely employment effects of a minimum wage — which would of course
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depend in any case on the level and formulation adopted. In the present
study, no such assessment was attempted but two aspects of the minimum
wage debate were taken up. First, the operation of the current Joint Labour
Committee system, setting wage minima for specific sectors/occupations,
was examined. Second, the distributional pattern of first-round effects of a
particular National Minimum Wage, abstracting from the impact on
employment, was analysed. The object of this exercise is to see whether the
hypothetical maximum “gains” from a minimum wage would largely go o
the poor even il there was no impact on unemployment.

The data in the 1987 survey allowed the relatonship between the areas
where low pay was prevalent and the coverage of the Joint Labour
Committee system to be explored. This involved disaggregaung employees
in the sample by detailed occupation categories. Both the sample size
within such detailed categories, and the fact that they were frequently
defined somewhat differently than the JLC occupations/seciors, were
constraints. However, it did appear that most low-paid full-time employees
in the sample — 80 per cent or more of those below £100 per week — were
in occupations/sectors not then covered by exisung JL.C minimum wage
regulations. {(One extension, to cover retailing, was implemented in 1992.)
The sample size meant that no strong conclusions could be reached about
the effectiveness of JLCs in the very specific and often quite small
occupations/sectors for which they currently specify minima.

One difficulty with auempting to deal with low pay by extension of the
JLC system — apart from possible effects on employment - is that many of
the low paid are not in occupations/sectors which could be easily
distinguished and policed. For example, a significant number are
labourers scattered across a variety of industrial seclors, or clerical
workers/bookkeepers/clerks similarly spread across firms involved in many
different activities. In such cases, establishing categories for which separate
minima could be specified, and then effectively inspecting the
implementation of such minima, would pose formidable challenges.

An alternative which has been widely canvassed of late is the
introduction of a National Minimum Wage. Such a universal minimum,
applying across occupations and sectors (though with scope for variation
by age, experience, or even industry) would be much more transparent o
both employers and employees. From that point of view it would mean that
employees would be more likely to know their entitlements (though some
might still not feel in a position 1o insist on receiving the minimum). This
is not to say that enforcement would bhe easy - inspection across the entire
sectoral range, involving very many small establishments, would clearly
pose difficulties. It is important though o know what the diswibutional
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cffects, and impact on poverty, of an effective National Minimum Wage
would be. Here a limited but informative exercise was carried out 10 see
where the first-round “gains”, abstracting from any effects on employment
levels, would be felt: this serves 10 show that the “maximum” impact on
poverty which a minimum wage could have is siall, even if there were no
impact on employment levels.

Two formulations of such a minimum were employed in the exercise,
one applying hourly minima to all employees, the other entailing weekly
minima for fulltime employees only. These were set at £3.25 per hour/
£130 per week for those aged 21 or over, with lower minima for younger
cmployees. The “gains” in terms of take-home pay were estimated for each
employee, using simplifying assumptions about income tax and PRSI 1o be
deducted and taking no account of the effects on means-tested social
welfare wanslers received by the family. The results showed that most of
the first-round “gainers” were not in households below relative poverty
lines/towards the bottom of the income distribution.

This arises primarily because most houscholds towards the bottom of
the income distribution do not contain an employee: social welfare
recipients and the self-employed (including farmers) dominate. The
relatively small sub-set of poor households which rely on income from
employment pose particular problems for anti-poverty policy, however. The
first-round effecis of a minimum wage do include gains for about half
those houscholds, though for most of the “working poor” improved
benefits for families with children would also be required. Objectives other
than poverty alleviation may also be relevant in assessing a minimum wage,
including equal pay: women would receive a large share of the first-round
gains from a minimum wage.

The crucial objection raised to a National Minimum Wage is of course
the possible impact on employment levels. An assessment of the likely effects
on employment would require an intensive study of that wopic, and research
elsewhere has shown how complex an issue it is. The evidence generally
suggests that minimum wages do reduce employment levels, but the
estimates of the size of disemployment effects vary widely. To arrive at such
estimates in the Irish context, it would be necessary 1o look in detail at the
demand for labour across different incustrial sectors, (o estimate the likedy
responsivencess of that demand 10 the wage increases implied by imposition
of u minimum wage, and o 1ake into account the cconomy-wide impact on
demand. Possible knock-on effects on wage demands through pressures o
maintain differentials would also have to be taken into account.

To properly assess the likely impact of a National Minimum Wage,
then, one would need to know much more about the way in which
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different sectors of activity in the Irish economy actually operate - in
particular the demand for labour and its responsiveness 10 wage increases,
the responsiveness of demand for the product to prices, levels of
profitability, and the scope for substitution of capital for labour. The
present study accomplishes the essential first step, of identifying those
sectors where the low paid are in lact concentrated, and on which such an
analysis woutd therefore focus. While litde research has been done on the
nature of the key sectors invelved, it is worth noting that the low-paid are
predominantly in non-tradeable sectors. The extent to which these are
currently making relatively high prolits, or producing goods or services for
which demand is relatively unresponsive Lo price increases, are the crucial
elements in assessing the impact on unemployment of the wage increases
which would be implied by a National Minimum Wage.

The present study has also served o highlight the need for greater
clarity about the objectives which a minimum wage is intended to promote.
Even if there were no negative effects on employment, most of the “gains”
go 1o households in the middle of the income diswribution. If the
promotion of women’s earnings or more general notons of “fairness” in
the labour market, rather than simply poverty alleviation, underlie the case
for a minimum wage, this needs to be made explicit and the implications
for the evaluation of costs and benefits thought through.

More fundamenially, of course, an in-depth analysis of the likely impact
of a minimum wage on employment levels is required before its merits can
be assessed. As previous rescarch on the 1987 survey (Callan, Nolan e al.,
1989) has shown, unemployment is the single most important cause of
poverty in Ireland au present, and reducing unemployment would be the
most direct and effective way o alleviate poverty. None the less Lthe
“working poor” should not be ignored, and not only for their own sake:
measures which improved their linancial situation could have the
additional benefit of improving incentives to take up or stay in
employment. The range of policy instrumenis available, other than direct
intervention in wage-setting, include the income tax and PRSI systems,
Child Benelfiy, and Family Income Supplement. Each faces particular
problems, either in terms of effectivencess in reaching the target
population, cost, or impact on marginal tax (including benefit withdrawal)
rales crealing or accentuating poverty raps. However, increasing
expenditure on Child Benefit rather than social welfare child dependant
allowances over tume, as suggested by the Commission on Social Welfare,
while costly, would assist most of the “working poor” and at the same time
reduce unemployment traps.
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Table Al.1: Agc/Sex Composition of Full-Time lomployees in Sample

Age Category Male Female All
Per cent
Under 25 12.2 12,9 25.1
25 - 34 24.0 1.7 35.7
35 - 44 14.7 35 8.2
45 - 54 10.9 ) 2.4 13.3
55 - 64 6.3 1.2 7.5
65 and over 0.1 0.1 0.2
Total 68.2 318 100
Table A1.2: Age/Sex Composition of Part-Time Employees in Sample
Age Calegory Male Female ) All
Per cent
Under 25 3.4 13.0 16.4
25 .34 6.4 23.5 29.9
35 - 44 5.2 16.8 219
45 - 54 4.0 12.1 16.1
55 - 64 3.1 7.1 10.1
65 and over 1.2 4.3 5.5
Touwal 23.3 76.7 100
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Table ALS: Marital Status of Full- Time Versus Pant-Time Emplayees: Percentage Marvied. by Age
Croup and Sex

Percentage Marvied

Age Category Full-Time Part-Tiine
Entployees Employees
Male Female Mele Female

Per cent

Under 25 5.5 5.7 - 16.2
25 - 34 73.1 57.2 60.2 84.5
35 - 44 85.8 56.8 83.2 88.5
45 - 54 90.6 5l.4 93.7 85.1
55 - G4 84.49 38.9 100.0 65.6
65 and over 80.4 459 100.0 1.7

Total 67.6 35,2 6Y.7 69.0
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Table A2, 1 Full-Time Employees Below Weekly Pay ‘Thresholds, Iy Age and Sex
Age Below “Lower™ Threshold Below “Higher” Threshold
Category
Male Female Al Male Female All
Per cent

Under 25 29.7 37.9 G7.6 26.9 43.6 60.5
25-34 6.6 8.4 15.0 10.7 11.5 22.3
25-44 5.2 2.6 7.8 4.6 30 7.6
45-54 2.0 6.7 8.7 2.2 4.2 6.4
H5-64 - 0.5 0.5 1.4 1.0 2.4
05 and over - 0.3 0.3 0.4 0.3 0.8
Total 43.5 56.4 100 46.2 53.6 100

Table A2.2: Risk for Full-Time Employees of Being Below Weekly Earnings Thresholds, by Age and

Sex

Age Yo Betow “Lower”™ Threshold % Below “Higher™ Threshold
Category

Male Female All Male Female All

Per cemt

Under 25 28.9 35.0 32.0 MLH 4.7 hH.2
05-34 3.2 8.6 5.0 10.2 22.6 14.3
544 4.2 89 5.1 7.2 19.9 9.6
45-54 2.2 33.7 7.8 4.7 10.5 11.1
H5-04 - 5.2 0.8 5.1 19,1 7.4
675 and over - 53.9 18.6 68.6 100.0 79.4
Total 7.6 21.2 11.9 15.6 38.8 22.9
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Table A3.1: Employees by Occupational Groufy and Sex

APPENDIX 3

Occupational Ewmployees in Croup % of Male/Female
Groufr as Jo of all Employees Employees in Group
Male Female All Male Female
Per cant
Farmers and Agricultural Workers 1.9 0.5 1.9 3.0 0.1
Producers etc. 23.4 4.4 27.8 37.0 1.9
Labourers and Unskilled Workers 4.3 0.2 4.5 6.8 0.7
Transport and Communication 7.4 1.2 8.7 11.8 3.4
Clerical 3.6 10.3 13.9 5.9 28.1
Commerce, Insurance and Finance 4.9 4.7 9.6 7.7 12.8
Service Workers 4.9 7.0 119 7.7 19.2
Professional and Technieal 7.2 7.8 15.0 11.4 21.2
Other 5.7 1.0 6.7 9.0 2.7
Toual 65%.4 36.6 160.0 100.0 100.0
Table A3.2: Full-Time Employees by Occupation and Sex
Occupational Employees in Group % of Male/Female
Group as % of all Employees Emproyees in Group
Male Female All Male Femuale
Per cent
Agricultural Workers 2.0 - 2.0 2.9 -
Producers, ete. 25.9 4.6 305 379 14.6
Labourers and Unskilled Workers 4.7 0.3 5.0 7.0 0.9
Transport and Communication 8.0 11 9.1 1.7 3.5
Clerical 39 10.5 14.4 5.7 33.0
Commerce, Insurance and Finance 5.4 349 9.5 7.9 12.1
Service Workers h.0 4.8 9.8 7.4 15.2
Professtonal and Technical 7.0 5.6 12.5 10.2 17.5
Others 6.4 1.0 7.4 9.4 32

Total
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Table A3.3: Part-Time Employees by Qccupation and Sex

Occupaltional Empliovees in Group % of Male/Female
Croup as Fo of all Employees Employees in Group
Mele Female All Mele Female
Per cent

Agriculiaral Workers 1.2 0.5 1.7 5.1 0.6
Producers, ctc. 3.7 2.6 6.4 15.9 3.4
Labourers and Unskilled Workers 0.8 - 0.8 32 -
Transport and Conununication 2.9 1.8 4.7 12.5 2.5
Clerical 1.2 9.6 10.8 5.1 12.5
Commerce, Insurance and Finince 1.2 11.8 13.0 5.2 15.4
Service Workers 3.0 24.2 27.2 12.8 31.6
Professional and Technical 9.4 25.7 33.1 40.2 335
Others - (b4 0.4 - 0.5

Taotal 284 76.7 100.0 100.0 160.0
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Table A3.4: Employees by Industiy and Sex

Industrial Employees in Group %o of Male/Female
Group as %o of all Employees Employees in Group
Mnle Femeale All Male Female

Per cent

Agriculture 1.6 0.2 1.8 2.6 0.4
Building und Construction 3.6 0.2 38 5.7 0.5
Other Production 23.0 7.5 30.5 36.3 205
Wholesale 1.8 0.5 2.3 2.8 1.4
Retail 5.3 5.1 1G.4 8.4 13.8
Insurance cue. 2.5 2.4 1.9 4.0 6.6
Transport cte. 7.3 1.1 8.4 115 3.1
Professional Scrvices 1.0 I .4 2.4 1.6 39
Teaching 29 4.3 7.2 4.5 11.8
Health 1.8 56 7.4 2.8 15,8
Public Adminisuation 9.0 3.2 12,2 14.2 8.7
Personal Services 2.2 4.2 6.4 3.5 11.4
Other 1.4 0.9 2.3 2.2 2.5

Total 63.4 36.6 100.0 100.¢ 100.0
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Table A35: Full-Time Emplovees by Industry and Sex

Industrial Employecs in Groufy % of Male/Female
Group as Jo of all Employees Employees in Grou
Male Female All Male Female

Per cent

Agriculuure 1.8 0.1 1.8 2.6 0.2
Building and Construction 4.0 0.2 4,3 59 0.7
Onhier Production 25.3 7.8 5.1 47.0 24.6
Wholesale 2.0 0.5 2.5 3.0 1.6
Retail 58 4.0 9.9 8.6 12.6
Insurance cte. 2.8 2.6 B4 4.1 8.2
Transport ete. 8.0 1.1 9.1 1.7 3.0
Professional Services 1.1 I.4 2.6 1.6 +.5
Teaching 1.8 2.0 3.9 2.7 6.4
Health 1.9 5.3 7.2 28 16.7
Public Administration 10,0 1.2 15.2 14.7 10.0
Personal Services 2.3 3.0 5.4 3.3 9.4
Other 1.4 0.5 1.8 2.0 1.5

Toml 68.2 31.8 100.0 100.0 100.0
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Table A8.G: Part-Time Employees by Industry and Sex

Indusirial Employees in Group % of Male/Female
Group as %o of all Employess Employees in Group
Male Female All Male Female
Per cent

Agriculture 0.8 0.9 L7 5 1.1
Building and Construction 0.5 - 0.5 2.0 -
Other Production 3.6 5.5 9.1 15.3 7.2
Wholcsale - 0.5 0.5 - 0.7
Retail 1.4 14.0 15.4 6.2 18.2
Insurance cie. 0.5 1.2 1.7 2.2 1.6
Transport cie. 1.5 0.8 24 6.6 1.1
Professional Services - 1.3 1.3 - 1.6
Teaching 10.6 23.3 33.9 45.6 30.4
Health 0.6 7.8 8.5 2.7 10.2
Public Administration 1.2 3.2 4.4 5.0 4.2
Personal Services 1.5 13.5 15.0 6.3 17.6
Other 1.0 4.7 5.7 4.4 6.1

Total 23.3 76.7 100.0 100.0 100.0
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Table Ad.l: Full-Time Employees Below Weekly Earnings Thresholds by Oceupation and Sex

Occupational % Below “Lower™ Threshold % Below "Higher” Threshold
Group
Male Female All Male Female All
Per cent
Agricultural
Woarkers 2.7 - 2.7 3.6 - 3.6
Producers, cic. 18.1 3.9 25.5 19.0 10.5 295

[abourers and
Unskilled Workers 6.0 0.6 6.4 5.6 0.6 6.2

Transport and
Communication 4.6 1.2 6.1 5.7 1.2 6.9

Clerical 1.2 10.8 12.1 1.9 14.9 16.8

Commerce, Insurance

and Finance 6.5 17.4 24.0 5.6 1.6 17.3
Service Workers 2.9 15.8 18.7 2.7 12,3 15.1
Professional

and Technical 0.3 2.7 31 i1 2.2 3.4
Other 0.1 0.5 1.5 1.0 0.2 1.5

Tl 48.5 56.5 100.0 46.3 53.7 100.0
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Table Ad.2: Risk for Full-Time Employees of Being Below Weekly Low-Pay Thresholds, by Ocoupation

and Sex

Occupationel “Lower™ Threshold “Higher” Threshold
Croup

Male Female All Male Female All

Per cent

Agricultural 16.3 - 16.3 11.8 - q41.8
Workers
Producers, cle. 8.3 19.0 99 16.8 52,1 22,2
Labourers and
Unskilled Workers 15.0 19.4 i53 27.0 46,4 28.1
Transport and
Communication 6.9 15.4 8.0 16.4 24 .8 174
Clerical 1.8 12.3 10.0 1.3 49,6 206.9
Commerce,
Insurance and 14.5 h3.9 30.8 289 69.4 42.8
Finance
Service Workers 6.9 38.9 22.6 12.6 58.6 25.1
Professional
and Technical 0.5 59 2.9 3.6 a.9 6.1
Other 1.8 A5 2.3 3.7 5.5 4.0

Total 7.6 21.2 1.9 15.6 388 229
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Table Ad.30 Full-Time Employees Below Weekly larnings Thresholds by Industry and Sex

Industrial Belmw “Lower™ Threshold Below “Higher™ Threshold
Croufy

Male Female Al Male Fewnale Al

Per cent

Agriculture 2.2 0.6 2.8 28 0.3 3.1
Building 5.7 0.8 6.5 4.6 0.4 .0
Construction
Other Production 1.5 8.5 20.0 15.5 15.1 28.6
Wholesale 1.2 1.0 2.1 21 0.7 2.8
Reuail 10.8 16.3 27.1 8.8 12.6 21.4
Insuruance eic. 0.2 1.2 1.4 0.4 1.8 2.3
Transport etc. 2.2 1.6 38 2.6 1.9 1.5
Professional
Services 1.2 2.7 3.9 0.6 2.7 3.4
Teaching 1.3 2.1 34 1.0 1.9 2.9
Heaulith - 28 2.8 ¢.2 38 4.1
Public
Adminisuation 1.0 33 4,2 2.5 3.1 5.6
Personal Services 5.3 14.1 19.5 3.2 10.0 13.2
Ouher 0.9 1.6 2.5 1.9 1.2 3.1
Toud 43.5 6.5 100.0 46.3 53.7 100.0
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Table Ad.4: Risk for Full-Time Employees of Being Below Weekly Farnings Thresholds by Industry

and Sex

Industried %o Below “Lower™ Threshold %o Below “Higher™ Threshold
Group

Male female Al Male Female All

Per cent

Agriculture 15.1 100.0 18.1 36.7 1000 39.0
Building and 16.9 40.6 18.1 26.3 40.6 27.1
Construction
Other Production 5.4 12.9 7.2 14.0 38.4 19.8
Wholesale 6.8 235 1¢.1 23.7 3.4 258
Retail 219 48.5 32.7 4.5 72.1 49.8
Insurance etc. 0.9 5.4 3.1 3.5 16.3 9.7
Transpon elc. 3.3 16.9 5.0 7.5 37.9 1i.3
Professional
Services 12.2 22.6 18.0 12.2 48.9 29.9
Teaching 8.4 12,2 10.4 13.1 21.3 17.4
Health - 6.3 4.6 2.9 16.6 12.9
Public
Adminisuration 1.1 12.3 3.8 5.7 22.3 9.7
Personal Services 27.8 56.4 44.0 324 77.0 57.9
Other 8.0 39.1 16.2 31.8 59.3 39.0

Total 7.6 21.2 11.9 5.6 38.8 229
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APPENDIX 5

Table A5.1: Aggregate increase in Wages from Weekly NMW Relative to the Wage Bill, by Industrial

Sector
Cap as Fo of Wage Bill
Agrriculture 9.2
Building and Consuruction 5.1
Other Mroduclion 2.2
Wholesale 3.4
Retail 15.1
Insurance etc. 1.2
Transport cwe. 1.8
Professional Services 5.5
Teaching 2.7
Health 2.9
Public Adminisuation 1.7
Personal Services 25.0
Other 10.4
All 4.3

Table A5.2: Pattem of “Gains™ from Weekly NMW, Calegorised by Household Position Vis-3-Vis
Relalive Income Poverty Line

Employees in %o of the Average “Gain” Y% of Total "Gains”

Households “Gainers” Jor These Enployees Going to These
(L per weeh) Employees

Below 40% line 2.1 41.7 3.9

Below 0% line 8.7 26.2 10.0

Below 60% line 19.9 26.2 23.0

Above 60% line 80.1 21.8 77.0

All 100 22,7 100
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Table A5.3: Pattern of “Gains” from Weekly NMW, Categorised by Household Disposable Income

Decile

Employees in % of the Average “Gain”™ % of Total “Gains™
Haowseholds in “Cainers” Jor These Employees Going to These
Dectle (£ per werk) Emprloyees
Bouom 1.3 60.2 3.4
2 3.9 33.2 58

3.4 28.8 4.8
4 11.3 22.4 11.2
5 8.3 25.0 9.2
6 11.2 252 12.5
7 1.8 21.9 11.4

13.6 19.0 14
9 15.8 20.9 14.6
Top 19.4 19.1 16.3

Table Ab.4: Pattern of “Gains™ from Weekly NMW, Categorised Iy Household Equiundent Disposable
Income Decile

Employees in % of the Average “Gain™ % of Total “Gains”
Households in “Gainers” Sor These Employees Going to These
Equivelent Decile (L per Week) Employees
Botiom 33 327 4.8

2 8.9 23.0 G0

3 8.3 26.8 9.9

4 6.8 24.8 7.5

5 1.3 26.3 13.1

6 15.4 20.2 13.7

7 14.3 20.3 12.8

8 14.8 22.3 14.5

G 1.3 19.5 0.7

Top 5.6 20.4 5.0
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