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The Purpose
of the Study

The 1998/99
Survey of
Firms

The Follow-up
Survey

EXECUTIVE SUMMARY

The National Minimum Wage was introduced in Ireland in April
2000. A survey of firms was carried out by the The Economic and
Social Research [nstitute prior 1o its introduction, as part of a
prospective analysis of the likely impact of the minimum wage.
The present stucly is based on a further survey cwrried out in laie
2000/early 2001, commissioned by the Department of Enterprise,
Trade and Employment. This survey interviewed both a substantial
proportion of the firms in the earlier sample — for whom the
situation “before and after”™ the minimum wage can be direcdy
compared ~ and significant numbers of other firms. Here the
results from these surveys are used to assess the impact of the
minimum wage on employment, wage levels and other aspects of
work organisation among Irish firms. Broader issues relating to the
impact on the earnings distribution and on houschold incomes,
requiring complementary analysis of individual and household-
level] data rather than information from firms, are not addressed.

The specially-designed  survey of firms carried out in  late
1998/early 1999, before the minimum wage was introcduced,
obiained information from 1,062 Irish private sector firms. Abowt
one in five employees in these firms were being paid less than
IRE4.50 an hour. About three-quaners of employers in the survey
were aware of the proposed minimum wage, but many did not
know its detriled specification. Only about 11 per cent said they
had taken steps to prepare for the minimum wage, and even in the
sectors most affected this figure was no higher than one-quarter.

Like the original survey, the follow-up survey was designed
principally 1o collect details on the current employment structure
of private sector firms. A range of information on the firm iself
and on perceptions of the effects of the minimum wage was also
obtained. Al the firms who completed the first survey were
included in the target sample for the second one, as well as a
further random sample of 1,160 firms, selected on a random
stratified basis. The overall response rate in the survey was 33 per
cent.
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Key
Characteristics
and Trends

Perceptions of
the Impact of
the Minimum

Wage

Changes in
Pay Structures

Most firms in most sectors in the follow-up survey suaid they had
no employees paid IR$4.30 or less per hour; textiles and clothing
manufacture, retailing, and hotels/bars/restaurants  were  the
exception. Most sectors and firms were doing well in terms of
trends in profits and volume of business, but firms with low paid
employees were doing less well. Staff turnover had increased
particularly in retail and personal services, and recruiting staff was
seen as a problem by many firms. Basic labour costs were also
identified as an imporant problem by a substantial proportion of
firms, more than in the previous survey. This highlights the
tightness of the labour market around the time the minimum wage
was introduced.

Whilc virtually all the respondents 1o the survey had heard
about the minimum wage, significant proponions did not know
exactly when it had been introduced or the exact level at which it
was set. Only a small minority had availed of the reduced rates
payable for young/inexperienced workers.

About 3 per cent of employees were said to have received an
increase in pay as a direct result of the minimum wage, and about
13 per cent of firms said that they had to increase pay for
employees above the minimum wage 10 restore differentials.
However, over 80 per cent of firms said that, in the light of tends
in the Irish labour markel, they would have had to increase wage
rates anyway. Only 16 per cent of firms said that the minimum
wage direclly increased their lubour costs, and for half of these the
increase was less than 5 percentage points.

Only 5 per cent of respondents said they would be employing
more people today in the absence of the minimum wage,
representing an extra 5000 emplovees across all firms in the
population. However, almost half of this total was in firms which
did not now actually employ anyone paid [R£4.50 or less,
suggesting that this figure is if anything an over-estimate.

The percentage of workers who earned [R£4.50 per hour or less
fell from 21 per cent in 1998/99 1o just over 4 per cent in
2000/2001. The risk of being low paid varied according to full
tme/part time status, sector, gender and age in a way that is
familiar from previous surveys, with young workers and women
facing a higher probability and low pay being prevalent in sectors
such as textiles, retailing, hotels etc. and personal services. The
main concentrations of sub-minimum wage workers were in
occupational grades related to sales and personal services,
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Changes in the
Common
Sample of
Firms

Econometric
Estimates of
the Impact of
the Minimum
Wage

We then considered changes in the structure of employment i
the level of the individual firm for the sub-sample of cases which
participated in both rounds of the survey. The probability of going
out of business over the period was most strongly related 1o their
having experienced a fall in their profit levels over the preceding
12-month period. The proportion of minimum or sub-minimum
wage workers in the workforce did not appear to be a factor
influencing that probability.

As one would expect in the light of the cross-sectional resulis,
only small percentages of firms remained with persistently high
levels of minimum wage employees over the period in question
and very few actually increased the percentage of their workforce
paid at this level. The firms in question appeared 10 be
concentrated principally in the retail sector, with some lesser
concentrations in the Hotel/Restaurant/Bar sector,

Using data for the firms included in both the before and after
surveys, statistical analysis soughr to pin-point the effects of the
national minimum wage, notably on employment levels. The
results showed that employment growih among firms which had
low-wuge workers in the first survey was not significanty different
to that for firms which had no such workers. However,
employment growth may indeed have been reduced among the
small number of firms most severely affecied by the minimum
wage legislation.




1.1
The Context
for the Study

1. INTRODUCTION

A National Minimum Wage was introduced for the first time in
Ireland in 2000. It ook effect from 1 April 2000, at a level of
IRE4.40 per hour for experienced adult employees and lower
figures for those under 18, firsttime job entrants or those
undergoing training. It marked 2 significant departure from the
more limited system of Joint Labour Commiuees which have for
many years regulated pay rates and working conditions in specific
occupations and sectors. '

The commitment to introduce a national minimum wage was
contained in the Government's 1997 Action Programme for the
New Millenninm, and the National Minimum Wuage Commission
appointed by the Government reported in early 1998. Prior o
introduction, an interdepartimental group of officials set up to deal
with issues relating 1o the implementation of the minimum wage
commissioned a study of its likely impact (Nolan et af., 1999). That
stucly estimated how many employees would be alfected by the
minimum wage, and looked at the likely impact on work
incentives  and  labour supply, and on  employment,
competitiveness and inflation. In doing so it drew on a number of
data sources, incluciing the Living in Ireland surveys carried out by
the ESRI, and employed the SWITCH tax-benefit micro-simulation
maodel and the HERMES macro-maodel of the Irish economy.

This prospective impact study also included u substantial new
survey of firms, which obmined deniled information on overall
employment, employment at wage levels affecied by the minimum
wage, sector and type of acuvity, profitability, the imporance of
wage costs and the scope for substitution of capital for labour,
knowledge about the minimum wage and subjective evaluations
by employers of its likely impact. The survey was carried out by
the ESRI's Survey Unit in late 1998/early 1999, with over-sampling
of particular sectors likely w be most affected, and obtained
responses from over 1,000 firms. As was highlighted at the tme,
this was very important not only for the prospective impact stucly
but also for monitoring and evaluation after the event, since the
same sample of firms could be surveyed again after the minimum
wage was iniroduced.

The Deparmument of Enterprise, Trade and Employment
subsequently commissioned a further survey of firms, carried out
in late 2000/early 2001 by the ESRI's Survey Unit. This survey
interviewed both 2 substantial proponion of the firms in the
1998/1999 sample — for whom the situation “before and after” the
minimum wage can be directly compared — and significant

1
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1.2

The
Prospective
Impact Study

numbers of other firms. In this study the results from this survey of
firms, and the earlier one, are used (o assess the impact of the
minimum wage on employment and wage levels and other aspects
of work organisation among lIrish firms. This provides important
new muaterial relevant 1o assessment of the effects of the minimum
wage. It does not of course represent a comprehensive basis on
which 10 make an overull assessment, since the minimum wage is
intencled o affect not only firms and individual eamings but also
household incomes and poverty. Here our focus is firmly on what
is happening at the level of the firm, and a complementary
analysis based on individual/household data (such as that obtained
in the Living in treland surveys) will be required before a full
account of the impact of the introduction of the minimum wage
and its success in attaining its aims can be given,

This chapler provides the background and context in which the
results of the new survey are to be set. We begin by reczlling in
Section 1.2 the thrust of the [indings of the prospective impact
study. Section 1.3 describes the survey of firms that comprised one
element of the impact study and serves as the baseline for much of
the present study. Section 1.4 looks at trencls in the labour market
and macroeconomy since that study was completed, which are
critical in interpreting the results of the new survey and uses them
to inform an assessment of the impact of the minimum wage.
Finally, Section 15 presents a detiled descripion of the
specification of the minimum wage as introduced in April 2000.

The study on the likely impact of the national minimum wage
was carried out by a team of researchers led by the ESRI and
including contributers from the National University of lreland,
Maynooth, and University College London/London School of
Economics (Nolan e af., 1999). It focused primarily on a minimum
wage at the nominal rate of IR€4.40 (or 70 per cent of that figure
for those aged under 18) mentdoned by the Minimum Wage
Commission {1998). Allernative specifications were also examined
o test the sensitivity of the results, numely rates of 1RE4 and IRE3
per hour.

The study assumed that the minimum wage would be
introcduced in April 2000, so that the analysis entailed projection
forvard from the base of information available when the swdy
was being completed in early 1999, In particular, the distribution
of eamings shown by the ESRI's 1997 Living in Ireland Survey was
projected forward to April 2000 in order to estimate the numbers
likely to be direcly affected by the minimum wage., The core
assumption adopted was that median eamings would increase by
abow 15 per cent berween October 1997 and April 2000, and that
earnings at the very bottom would rise by about 4 per cent more
than the median (as they had berween 1994 and 1997).

Projeciing forward from the 1997 survey on this basis suggested
that 13.5 per cent of all employees would be under IRE4.40 (or
IR£3.08 if under 18) in 2000, the study's central estimate of the
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numbers likely 1o be below the specified minimum wage. Varying
the projected increases in median and lower earnings between
1997 and 2000 sull produced a figure in the range 13-15 per cent,
The profile of the employees failling below the specified minimum
wage was very similar 1o that presented in Nolan's (1999 ) study
for the Minimum Wage Commission, which had been based on the
ESRI's 1994 survey. More than half those below the minimum
wage were women, about one-third were working less than 30
hours per week, and over 40 per cent were aged under 25
Clerical and service workers were heavily over-represented among
those below the minimum.

The overall increase in gross earnings associated with the
specified minimum wage was estimated 10 be 1.6 per cem of total
gross earnings. The likely scale of increases in wages above the
minimum as a reaction to the narrowing of differentials - “spill-
over® — was very difficult 10 assess, but assuming that only those
located within 30 per cent of the minimum iself were affected,
and that they obuined additional increases wpering from 5 per
cent down, it was shown that spill-over would bring the total wage
bill increase up from 1.6 per cent 1o 2 per cent. Sub-seclors
identified as facing wage bill effects well above average included
textile and apparel manufacturing, sale and repair of motor
vehicles and sale of automotive fuel, retail trade other than motor
vehicles, hotels, restaurants and bars, other personal services and
household domestic employees.

Simulating the impact of the minimum wage on replacement
rates suggested that it would lead 10 some improvement in
financial work incentives and labour force participation rates were
expecied o rise in response 1o the introduction of the minimum
wage, particularly amongst women,

The ESRlI's HERMES macroeconomic model was used 1o
estimate the overall impact of the minimum wage on employment,
unemployment and competitiveness. The central simulation results
suggested a fall in employment of 13,500, equivalent o 0.9 per
cent of total forecast employment in 2000. This was driven in
equal measure by a direct impact on the demand for low-wage
labour, and a decline in the demand for higher-wage labour due to
the indirect impact on inflation, increasing wage demands and
reducing competitiveness. These estimates did not take into
account the potentially positive impact of a4 minimum wage on
effort and productivity levels and wmover of employees, or
monopsony in pans of the low-wage labour market.

The study also noted that the Irish minimum wage was going 10
be higher in nominal terms than the minimum introduced in the
UK at stgd3.60 in 1998, and in relative terms the lrish minimum
was likely to represent about 56 per cent of median earnings for
those aged 18 or over, while the UK minimum wage for those
aged 22 or more was 47 per cent of their median hourly wage. In
addition, the UK youth rate applies 1o all those aged under 22,
whereas in the Irish case 18 was the age cut-off although reduced
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1.3

The 1998/99
Survey of
Firms

rates ulso apply in some other circumstances, as spelt out in detail
in Section 1.4 below.

The specially-designed survey of firms carried out in lae
1998/¢arly 1999 as pan of the prospeciive study on the likely
impact of the minimum wage serves as benchmark for much of the
present study and it is, therefore, important 1o describe it in some
detail ar this point. The principal objective of the survey wus 1o
provide a representative picture of size and structure of the
workforce among private  sector employers  with  panicular
emphasis on a breakdown of employment in terms of occupational
grade and basic pay structures. The questionnaire sought details on
workforce size and structure distinguishing full ume and part ime
employees, hourly pay ranges, age and gender; the exient of
vacancies, hirings, and departures from the enterprise in the 12
months preceding the surnvey; and direct and indirect questions to
assess  artitudes  and  perceptions among  businesses 10 the
introduction of minimum wage legislation, as well as views on its
likely impact on employment and business activity.

The questionnaire recorded details in respect of the entire
business enterprise or firm in contrast to the esublishment, outlet
or branch. The effective sample was subsequently re-weighred 10
represent the totality of business enferprises in lreland. A random
siratified sample of businesses was selected rom lists of firms
which are maintained in the ESRI Prior 10 sample selection these
firms were stratified according o seclor, size (number of
employees) and region. A total of 8 sectors was used for
stratification prior 10 sample selection as follows: building and
construction;  manufacturing  of textiles and  apparel;  other
manufacturing and production; retail; wholesale;
banking/property/renting/business  services;  hotels/restaurants,
bars; personal services; other services. Within each sector firms
were also swratified according to a2 number of employees. Firms
were  stratified by region  within each  of  these broader
stratifications. A disproportionate  systematic sumple  was  then
selected with a view 1w ensuring that each sector/size stratum
would be reasonably represented in terms of absoluie number of
cases in the final elfective sumple for analysis and reporting.

A total valid sample of 2,330 enterprises was selected. A total of
1,062 questionnaires were successfully completed so the effective
response rate was 46 per cent, in line with what one might expect
for a general sample of the population of firms. A towal of 394
firms refused o panicipate in fieldwork while a further 397 were
unavailable for interview throughout that period and the remainder
could e¢ither not be located or returned some “other” response
outcome. Prior to analysis, the responding firms were statistically
adjusted so as to ensure that the structure or composition of the
effecive sample was in line with the structure or composition of
the population from which it was selected according 1o a number
of important classificatory variables such as size, sector etc.  All
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questionnaires were completed on a personally administered basis
which involved an interviewer paying a visit 1o each respondent
and completing the instrument on site. (Responses were most
ofien received from the person carrying out the functions of
personnel manager.)

One of the primary purposes of the firm survey was to derive
an estimate of the overall numbers likely 10 be directly affected by
the minimum wage, and of the sectors most affected. The key
finding was that workers on an hourly wage of less than 1R£4,50
constituted 21 per cent of all private-sector employees in the firms
surveyed, (This was consistent with the results for the private
sector from the 1997 ESRI household survey examined in deiail
elsewhere in the prospective impact study.) Women, part time
workers and those aged under 18 faced the greatest risk of being
low paid. However the majority of those receiving an hourdy wage
of tess than IRE4.530 were full time and over 18 years. Sales and
personal service workers were the occupations both facing the
greatest risk of low pay and accounting for the majority of low
paid workers. Associared with these occupations were industries
such as the retail sector and hotel and restaurants, although certain
manufacturing sectors such as textiles and apparel were also seen
as likely to be disproportionately affected. Small firms did not
appear more likely 10 have minimum wage workers than bigger
ones, and in all 42 per cenm of firms said that they currently
employed at least some staff at [RE€4.50 or less per hour.

To assess these firms views on the likely impact of the
inroduction of a minimum wage, respondents were asked o
consider a situation in which the hourly wage of adult employees
(i.e. those aged 18 years and over) paid less than IRE4.50 per hour
rose 10 2 minimum basic hourly mite of 1RE4.50. (Thut figure was
used because subsequent  questions  probed  respondents’
knowledge of the actual level at which the minimum is to be set.)
Substantial numbers said that cutting back on profit margins and
improved stall morale were likely. Relatively small numbers said
that substitution of labour with capital was likely, while about 20
per cent felt that productivity increases were likely. About one-
third of firms felt thut the minimum wage would be likely 1o
recluce stalf turnover, and about one-quarter said that they would
retrain/upgrade work of current stalf, Seventeen per cent indicated
that the introduction of the minimum wage could result in their
going out of business — though the possibility of strategic response
must be noted there, with respondenis having an incentive to
over-stine the likely impact in order 10 influence policy. Aboui 56
per ceni of firms indicated that staff /unions would probably insist
on restoration of pay differentials as a result of the minimum
wage. About 40 per cent felt that the minimum wage would be
“likely” to have no effect on their business, while the same
proportion feli that was unlikely.

Finally, firms” knowledge of the minimum wage proposals was
probed. Almost three-quarters had heard about proposals on the
minimum wage. However, when asked about the level au which it
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1.4

Macro-
economic and
Labour Market
Developments

would he introduced only 8 per cent of those who said they had
heard of it were able 10 quote the 1RE4.40 rue, with a further 31
per cent mentioning 1RE4.50, and only 26 per cenr knew that it
was 1o be introduced in the year 2000, When asked about the sub-
minimum wage proposals wage for young persons and trainees, as
many as 88 per cent of those who had heard of the minimum
wage proposals indicated that they had either never heard of or
did not know the level of this sub-minimum rate.

As well as contributing substantially to the prospective impact
stucly, the fact that the survey of firms was carried out in 1998/99
was recognised at the time as very imponant for future monitoring
and evaluation of the impact of the minimum wage. Being able to
survey the same sample of firms before and after the introduction
of the minimum wage greatly enhances prospects of a reliable
evaluation of its actual effects after the evem. Exploiting this
potential is one of the main aims of the present study, and we
in the next chaptler o a description of the survey of lirms carried
out in late 2000/early 2001, which re-interviewed a substantial
proportion of the respondents to the 1998/99 survey as well as a
significant number of other firms. Before wurning to the results of
that more recent survey on which this study is focused, it is worth
sketching out in the next section key trends in the Irish economy
after the impact study was completed which are relevant 1o the
impact of the minimum wage.

In considering relevant trends in the Irish economy after the
impact study was completed, the evolution of employment and
wage levels is clearly of central importance. Restrained wage
growth had been a notable feature for much of the 1990s, due to a
combination of factors including the social partnership agreements
pay norms, lower personal income tax rates and strong growth in
the supply of labour. However, the labour market tightened
significantly in the late 1990s, with employment growing by over 6
per cent in 1999 and the unemployment rate falling below 5 per
cent at the encd of 1999, These factors served to put upward
pressure on wage rates across all sectors of the economy as labour
became increasingly scarce.

Economic activity accelerated from already high growth rates,
with GDP growing by almost 10 per cent in real terms in 1999 and
even faster in 2000, while real GNP grew by almost 8 per cent in
1999 and 10 per cent in 2000. Total employment increased
significantly, with an additional 95,600 persons in work in 1999
and a further increase of 75,000 in 2000, The labour force
continued 1o grow very rnpidly by international standards,
reflecting rising labour force participation rates, the natural
increase in those of working age and net immigration. An indicator
of potential labour supply is provided by the number of
unemployed persons and discouraged workers as a percentage of
the labour force, inclusive of discouraged workers (who are not
looking for work). By late 1997, approximately 11 per cent of the
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labour force consisted of unemployed and discournged workers,
whereas by 2000, this number had halved. Those with a loose
artachment to the labour market had thus increasingly been drawn
into the labour force.

The rise in employment was accompaniced by a marked decline
in unemployment and long-term unemployment. The numbers
unemployed fell from 125,000 in 1998 to 95,000 persons in 1999,
and were down to 73,000 in 2000, The unemployment raie
continued to fall, reaching 5.6 per cent in 1999 and 4 per cent in
2000. The long-term unemployment rate also more than halved
from the beginning of 1998 10 2000. This level of unemployment
clearly places workers in a strong wage burgaining position, as
employers have 1o bid up wage mies in order to retain and attract
labour.

Evidence on eamings trends across a broad range of
occupations and sectors shows that wage inflation began o
accelerate significantly from 1997 onwards. Data on industrial
earnings indicate that average hourly earnings increased by about
17 per cent berween 1997 and 2000. Average hourly and weekly
earnings in the construction industry were up about 30 per cent.
Average eamings in the public sector rose by about 15 per cent
over the same period.

Consumer prices rose by only aboul 2 per cent during 1998 und
1999 on average, but accelerated sharply towards the end of 1999,
and in 2000 were up 5.6 per cent on average. Some of this
increase was due 0 a number of special factors such as a
budgetary increase in tobucco taxes and high oil prices, as well as
a fall in the euro and then rising interest rates. However, rates of
price increase for services and related expenditure, some in labour
intensive sectors where the minimum wage is particularly relevant,
also contributed.

Overall, then, from the period of the siudy into the likely
impact of the minimum wage in [reland up to the date ol its
introduction the economy performed very suongly indeed. Over
the three years from 1997 to 2000 average earnings in the non-
agricultural sector rose by around 5.5 per cemt a year, This is
broadly consistent with the mte of increase assumed in the
prospective study from the 1997 survey data on the distribution of
sarnings - then the kuest available, Unlorunately, it is not clear a
this stuge how trends varied by level of earnings or skill, but there
are some indications that growth for the least skilled has been
significamly higher than the average, perhaps 1o a greater extent
than assumed in the prospective stucly. This analysis of labour
markel and macroeconomic wrends up 1o the introduction of the
minimum wage suggests that if anything fewer workers may have
been affected than the impact study’s central estimate, with the
effect on the wider economy correspondingly reduced.
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1.5

The National
Minimum
Wage

Thc National Minimum Wage introduced from 1 April 2000 was
framed in terms of hourly earnings. A minimum of 1R£4.40 per
hour was set, and employers were not permitted 10 pay below that
figure 10 “experienced adult workers”. Employees under 18 vears
of age, first-time job entrants, or those undergoing training could
be paid below that figure for a specified period.

Important issues arise as o precisely how the hourly rale of
pay is calculated, and how those entitled 1o the minimum versus
sub-minimum e are  distinguished.  For “experienced adult
workers®, their average hourly mte of pay in the pay reference
period, which may be a week, a fornight or no longer than a
month, must not be less than the specified minimum, Employers
may select the reference period to be used for a given employee,
and are abliged to inform each employee in writing of the period
selected. The average hourly rate of pay is then calculated by
dividing the employee's gross reckonable pay in the reference
period by their working hours in that period. Working hours must
include any overime. Reckonable pay includes basic pay, shift
premia, piece and incentive rates, commissions and bonuses which
are productivity related, a specified value where board and/or
lodgings are provided by the employer, and the amount of any
service charge disuibuted to employees through the payroll.
(Overtime premium, Sunday and public holiday premium and
unsocial hours premium on the other hand are not included in
reckonable pay.)

Whereas an “experienced adult worker” must be paid at least
the specificd minimum, cemain calegories of employee may be
paid less, and for these sub-minimum amounts are specified below
which hourly pay rate must not fall. Those aged under 18 are one
such group, and the rate set for them in April 2000 was IRE3.08.
Those aged over 18 but in their first year from date of first
employment represent a second group, for whom the minimum
then specified was IR£3.52. For those aged over 18 but in their
second year from date of first employment, a minimum of [R£3.96
was set. For employees aged over 18 in structured training or
stucly undertaken in normal working hours, figures of 1R£3.30,
IR£3.52 and IR£3.96 applied depending on whether they were in
their first, second or third period of training or study. In order to
qualify, structured waining has o be aimed at enhancing work
performance, has to include 10 per cent away from ordinary
operational work, and has to have an assessment or certification
procedure or confirmation of course completion.

The amounts in force from April 2000 have subsequenty been
increased, and the approach taken to up-rating over time is an
important issue to which we return in our concluding chapter. It is
the rates originally set which applied when our firm survey was
carried out, however, and it is 1o this firm survey that we now

[urn.




2.1
Introduction

2.2
The
Questionnaire

2. THE FOLLOW-UP SURVEY

In this chapter we provide details on the operational aspects of
the follow-up survey and the consiruction of the dataset
underlying this study. We begin in Section 2.2 by discussing the
content of the questionnaire. Section 2.3 is concerned with details
of sample design and response rates. Section 2.4 considers the way
in which the data were re-weighted prior o analysis. Finally,
Section 2.5 outlines the way in which the survey was administered.

The survey instrument was designed 1o principally collect details
on the current employment structure of privite sector non-
agricultural firms. In panicular, we were concerned to record
details on the number of persons engaged on both a full ime and
pan time basis according to, inter alia, hourly basic pay rates, age
and gender. These questions formed the core of the questionnaire.
In addition, details were recorded in respect of background
classificuery varinbles including changes in the volume and wvalue
of business over the years immediately preceding the survey. in
addition, details were recorded on the firms perceptions of the
effects of minimum wage legislation on its operation and in
particular, the perceived effects the legislation had on wage levels.

A. The questionnaire contained a total of 7 sections as follows:

B. Background details and basic classificatory information (Q's 1-
11, 14,13), These included recent trends in the value and
volume of the respondent’s business,

C. Indirect questions on perceptions of current labour costs as a
constraini to business expansion (Q's 12-13).

D. Employment structures among persons engaged on a full time
basis according to broad occupational grade; hourly basic pay
rates; gender and age compaosition (Q's17a-171).

E.  Employment structure of persons engaged on a part time busis
according to occupational grade; hourly basic pay rates;
gender and age composition (Q's 18a-19c).

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

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

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

The survey instrument recorded details in respect of the entire

business enterprise or firm in contrast to the establishment, outlet

9
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or branch. The effective (or completed) sample was subsequently
re-weighted to represent the totality of business emterprises in
Ireland.
Ihe sample used in the survey was drawn from two main
2.3 , .
. sources. A total of 1,062 firms successfully completed the
Sample Design ) o o
questionnaire in the first round of the survey in 1999, All 1,062
and Response : . o _ ,
Rates relevant firms were included in the 1arget sample for the second

round of the survey. In addition to this “old” sumple component
we augmented our target sample with a “new” random sample of
1,160 firms which had not been asked o panicipate in the survey
in the first round of the project.

By continuing with the “old” sample which successfully
completed the survey in 1999, we were able 10 ensure that we
would have longitudinal micro-data at the level of the individual
enterprise over time. This swould allow us to look at changes over
time in terms of the size and content of the labour-force in
individuual business entitics. The purpose of the two phase survey
which we have undentaken as part of our study of the impact of
the minimum wage is 1© allow us 1o carry out a “before and after”
analysis of the size and structure of private sector employment. It
is usual thuat this sort of analysis is bused on what one would
describe as two independent cross-sectional surveys. This means
that one undertakes two separate independent surveys of firms m
rwo discrete points in time. One then compares the aggregate
results from the first survey with those from the second. This
allows one 1o assess the overall net effect of the introduction of
the legislation at a broad or aggregate level. Analysis based on
repeated cross-sectional surveys does not allow one 1o make any
statement about the change which has taken place at the level of
the individual firm. This means that by carrying out analysis based
on repeated cross-sections one can describe ner effects across all
firms in general. One cannot, however, undertake any micro-level
analysis based on the experience of individual enterprises. The
longitudinal analysis presented in Chapter 6 of the report is hased
on this type of lengitudinal analysis where we discuss changes that
have taken place at the level of the individual respondent.

Although the longitudinal component provides a wealth of
important new micro-level information we decided 10 supplement
the target sumple used in the survey with a fresh or additional
saumple of businesses. We had two main reasons for doing this.
First, and most imponantly, we anticipated a response raie of the
order of 35 per cent among the firms which had panicipated in the
first round of the survey. This would have left us with just over
580 completed questionnaires. This sample size is really 100 small
to allow one to undertake the required analysis. A otal of 1,000
completed questionnaires was the warget set for the sample,
Second, 10 ensure thai the re-weighted sample (Section 2.4 below)
is fully representztive of the current population of all firms in the
cross-section it is importani to include an adequate mix of old and
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new businesses in the sample. By supplementing or augmenting
the original sample with a new sub-sample one can ensure that the
final sample for analysis at the second wave of the survey is fully
representative of the structure of all current enterprises in the
population.

The supplementary sample of new businesses was selected on
a random siratified basis from lists of firms which are maintained
for this purpose in the ESRI. Prior to sample selection these firms
were stratified according 10 sector; size (number of employees)
and region. The sectors used for pre-stratilication as follows:
Building and Construction; Manufacture of Textiles and Apparel;
Other Manufacturing and Production; Retail, Wholesale; Banking,
Propeny, Renting and Business Services; Hotels/Reswurants/Bars;
Personal Services; Other Services. Within each sector firms were
stratified according 1o number of employees and region. A sample
was then selecled with a view 0 ensuring that each seclor/size
stratum would be reasonably represented in terms of absolue
number of cases in the final effective sample for analysis and
reporting.

Table 2.1 below oulines the response levels for the survey.
The left-hand segment of the table provides details on response
ouicomes in respect of the “old” sumple of firms which also
participated in the survey in 1999, The right-hand segment relates
10 owtcomes from the “new” or supplemented sample.

Table 2.1: Response Rates for Second Round Minimum Wage Survey

“Old" Sample “New” Sample Total

Outcome No. Per Cent No. Per Cent No. Per Cent
Successfully Completed 605 60.6 467 456 1,072 53
Completed but Unusable 6 0.6 ¢ 0 6 03
Refused 138 13.8 174 17 312 15.4
Never Available for Interview 249 24.9 383 374 632 313
Qut-of-Business 57 Valid Sample 130 Valid 187 Valid Sample

100% Sample 100%

100%

Not Relevant 7 {n=998) 6 {n=1.024) 13 (n=2,022)
Total 1,062 1,160 2,222

We can focus in the first instance on response levels for the
“old” sample. One can see from the table that a total of 64 of the
firms in question were either out of business or otherwise invalid
elements in the population by the time of the second survey in
2001, When these were excluded this gave a valid sample ol 998
firms. Just under 61 per cent of these successfully completed the
questionnaire. One can also see that 14 per cent of businesses
explicitly refused to participate in the survey while the remaining
25 per cent were never available throughour the fieldwork period.
This laner category can be interpreted as a “soft” refusal.

The middle segment of the wble shows that the response rate
among the “new” sumple was lower at just under 43 per cent. The
higher response rate among the “old” sample-which had already
participated in the first phase of the survey is very much as one
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would expect and simply reflects the fact that this group of firms
had already shown themselves 1o be predisposed towards
participation in the survey.

These response levels for old and new samples vanslate o an
overull response level of 53 per cent for the full target sample.
This is very much in line with the order of the response rate which
one might reasonably expect for a personally administered survey
of firms of this type.

2.4 Prior to analysis, the 1,072 questionmaires from responding firms
Re-wei ghtmg \\'LI’L st:.uisl.ically :td}'.ursted or n?-\?rei_gh.te_d s-o as ,[O. e:?sgre.tlTat L_he

the Data Stucture or comi)osmon. _Of the effective sumple was 1n.[m<? with
the structure or composition of the population from which it was
selected according to a number of impornant classiflicatory variables
such as size, secior etc. This re-weighting of the dat is necessary
for two reasons,

First, there may be systematic and differential levels of non-
response as berween one group of firms and another within the
sample. For example, smail firms in a given sector may have an
above average propensity o participate in surveys of this nature. If
this were the case then they would be over-represented in the
final sample for analysis and would consequently be contributing
“loo much” 1o the aggregate results. Accordingly, one should
statistically adjust or re-weight the data 10 ensure that all sub-
groups of the population are appropriately represented in the
sample, in line with their representation in the overall population.

Second, the sample was selected on a disproportionate
strutified basis. This means that some size/sector sirala were over-
represented in the original sample s0 as 10 ensure adequate
coverage in the final effective saumple for analysis. For example,
given the Depuntment’s concern with seciors such as  the
Manufacturing of Textiles and Apparel or Retail it was decided o
over-sample from them when selecting the targei sample. This
over-representation at sample selection stage was adjusted for in
the re-weighting scheme.

In deriving the weights or adjustment faciors two related bul
independent weighting systems were prepared. The first is based
on the firm as the entity or unit of analysis. The second is based
on the employee. In the later weighting scheme each fimm is
interpreted as a group of employees rather than as an entity in its
own right. The way these two sets of weights were derived is
described in the Appendix to this chapter, The employee-based
weight is used in deriving estimates of employment or employee
structures, in subsequent sections of the repon. The enterprise-
based weight is applied in deriving population estimates of the
characteristics of firms.

Although weighted, the grossed estimates presemed ure, of
course, subject o standard statistical sampling variances. These
variances will be especially pronounced in the analysis of sub-
groups based on a small number of respondents. As noted above,
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2.5
Survey
Implementation

the survey was re-weighted to reflect the totality of business
enterprises in Treland, in contrast to the esublishment, outlet or
branch.  All information vecorded on the questionnaire relates 1o
the complete enterprise in all of its branches or outlets throughout
the Republic of Ireland.

A_Il questionnaires were completed on a personally adminisiered
basis which involved an interviewer paying a visit 1o each
respondent and completing the instrument on site, Given the
nature of the survey and the potential bias which could be
introduced to the sample results by strategic responses, personal
achministration of the survey was essental. In other words, it was
important that information was recorded from the respondent in
respect of occupational and pay struciures as well as details on
likely responses to the introduction of pay floors before
terminology such as Minimum Wage Legislation was used directly.
Consequently, it was not possible o leave the survey form with
respondents for self-completion. In a very small number of the
larger companies a  specially prepared 4 page  section on
occupational structures was left with respondents for completion
and subsequent collection by the interviewer, This special seclion
wus used only in circumstances where the enterprise was so large
that it would have been unreasonable and impractical o expect
the respondent to have collated details from personnel and other
files in the course of the interview.

Survey forms were rewurned o ESRI by interviewers us they
were completed lor editing, checking and datn entry. At each of
these stages the questionnaire wus carefully checked to ensure
completeness and, in pasticular, internal consistency of the data
provided to ensure that, for example, the figures provided on total
numbers engaged on a full time and part time basis was consistent
with subsequent detailed breakdowns. Where inconsistencies were
apparent these were resolved by phone follow-up with the
respondent.




APPENDIX: RE-WEIGHTING
THE DATA

Prior to analysis, the 1,072 questionnaires from responding firms
were statistically adjusted or re-weighted so as 10 ensure that the
structure or composition of the effective sample was in line with
the structure or composition of the population from which it was
selecied according 1o 1 number of important classilicatory variables
such as size, sector ete. This re-weighting of the data is necessary
for the reasons outlined in Chapier 2, and the way in which it was
implemented is described in this Appendix.

In deriving the weights or adjustment factors two relited but
independent weighting systems were prepared. The first is based
on the firm uas the entity or unit of analysis. The second is based
on the employce. In the lauer weighting scheme each firm is
interpreted as a group of employees rather than us an entity in its
own right. To derive these sets of weights one has to esuiblish the
structure of the population from which the effective sample has
been selected. The structure used in this survey was based on size
and sector. A total of 9 sectors and two size categories was used
for re-weighting purposes. The size categories were 0-99 and 100+
employees for Manufacturing of Textiles & Apparel and Other
Manufacturing & Production; and 0-9 and 10+ employees for the
Service Sectors and Construction. This provides one with a o1zl of
18 strata or size/sector cells in the re-weighting matrix (2 size
categories * 9 sectors). Using a number of sources such as the
Census of Industrial Production; the Annual Services Enquiries and
the Quarterly National Housebold Survey one can derive the
overall structure of the population of relevam businesses in erms
of both enterprises (firms) and also employees within the 18
size/sector strata use in re-weighting, This is outlined in Appendix
Tuble 2.1.

The classification in this wble was used 10 re-weight the data
using o standard ratio weighting technique in which each of the
1,072 responding enterprises was assigned a weight corresponding
o the ratio of the population total to the sample ol in the
relevant cell. In othér words, the weight is given as:

\rv,' = P;/Si

where the i's refer to the size/sector cells in Appendix Table 2.1.
P is the 1ol number in the population of each cell and §; refers o

14
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the number in the corresponding cell in the sample which
successfully completed the questionnaire and so were included in
the analysis. The Wi's are the weights associated with each unit in
the sample and it is this which ensures that the sample figures are
adequately grossed 10 population totaks. The weights are derived
using two bases viz. () the enterprise and (i) the number of
employees. The employee-based weight is used in deriving
estimutes of employmient or employee structires, in subsequent
sections of the report. The enterprise-based weight is applied in
deriving population estimates of the characieristics of firms in
other sections.

Appendix Table 2.1: Structure of Population of Enterprises as Derived from CIP, Annual
Services Enquiries and the Labour Force Survey

Size/Sector/Stratum
Building and Construction
Manuf. OFf Textiles & Apparel
Other Manuf & Production
Retail

Wholesale
Banking/Property/Renting/
Business Services
Hotels/Restaurants/Bars

Personal Services

Qther Services

TOTAL ABOVE

Agriculture
Non-Agric. Self Employment

Public Admin/Defence/Education

Total

Number of

Enterprises Nos. Engaged NACE Sectors Covered

(000s) (000s)
0-99 emps. 12 59.9 45
100+ emps. 2 85.1
0-99 emps. 0.3 7.0 17; 18
100+ emps. 0.04 7.9
0-99 emps. 36 90.5 5;10; 11:12; 13; 14; 15,16
100+ emps. 0.5 184.0 19-37, 40; 41
0-9 emps. 22.4 82.9 50; 52
10+ emps. 2.4 107.9
0-9 emps. 39 13.7 51
10+ emps. 5.2 38.8
0-9 emps. 15.2 59.6 70;71;73; 74
10+ emps. 23 156.7
0-9 emps. 9.9 374 55
10+ emps. 26 726
0-9 emps. 4.5 12.0 93
10+ emps. 0.3 10.1
0-9 emps. 8.0 19.9 60; 61; 62; 63; 64, 91
10+ emps. 2.6 166.6 92, 95; 80; 85; 90
12226
1227
1240
239.0

1,801.3




3.1
Introduction

3.2

Key
Characteristics
by Sector

3. KEY CHARACTERISTICS
AND TRENDS

In this chapter, we set out some key characteristics of the firms in
the recent survey, and present their perspectives on recent trends.
We look first at the relatonship between sector of activity and size
of firm, proportion of low paid employees, and Irish versus foreign
ownership. We then look at trends in size of the firm's workforce,
staff wrnover, and volume of business., We then look at the extent
to which firms said they were making a profit or loss, and at the
imponance of the wage bill in overall operating costs. Finally, we
discuss what aspecis of their operations firms themselves felt 10 be
most difficult, and how this had chunged since the previous survey
carried out in lae 1998/¢arly 1999,

We look first in Table 3.1 at the characteristics of sample firms
by sector of activity cross-clussified by numbers employed, the
proportion of the workforce paid IR£4.50 or less, and Irish versus
foreign ownership. We see that many of the firms in the building
and  consuuction,  retail,  banking/finance/business,  hotels/
restaurants/bars and personal and other services sectors had less
than 10 employees. Manufacturing — including textiles and clothing
— and wholesale sectors were the only ones where a substantial
number of firms had 335 or more employees.

In most sectors, three-quirters or more of all the responding
firms said they had no employees paid 1R$4.50 or less per hour —
the exception being hotels/restaurants/bars where that figure was
under two-thirds. The only sectors where a substantial number of
firms had o significant proportion of their workforce (15 per cent
or more) paid IRL4.30 or less were texiiles, retnil and
hotels/bars/restaurants. In the retail and hotets/bars/restaurants
sectors about one-quarter of all firms had a significant proportion
of their workforces low paid in that sense, while lor textiles and
clothing manufacturing  that  figure was 15 per cemt. The
breakdown of firms into Irish versus foreign-owned varied a good
deal across the sectors, rmanging from vinually all domestically-
owned in building and construction, retail and
hotels/restrants/bars 10 10-16 per cent foreign-owned in the
manufacturing and wholesale sectors.

16




Table 3.1: Firms Classified According to Sector and {I) Size; {il) Percentage of Workforce who are Paid IR£4.50 or Less Per Hour, {iii) Ownership

" {ySize Category ~ T i) Percentage Workforce IRE4.50/Per  {iii) Nationaiity
Hour or Less
Jor 4-9 10-34 35-55 100+ Total None LT15% 15+% Total Irish Foraign Total
Less Engaged Engaged Engaged Engaged
% % %
Sector
Building and Construction 221 63.6 6.3 5.4 26 100.0 92.7 6.1 1.2 100.0 99.8 0.2 100.0
Manufacture Texiles and 18.5 170 436 11.8 9.1 100.0 74.2 10.6 15.2 100.0 ara 121 100.0
Apparel
Other Manufacture 8.0 15.0 413 230 12.2 100.0 79.8 9.7 10.4 100.0 84.3 15.7 100.0
Retail 41.8 48.5 5.2 3.2 1.3 100.0 728 241 251 100.0 99.6 0.4 100.0
Wholesale 16.2 26.7 335 15.5 8.2 100.0 82.0 10.7 7.2 100.0 89.7 10.3 100.0
Banking /Finance/ Business 48.1 38.8 5.2 43 3.7 100.0 88.5 2.2 9.2 100.0 92.2 78 100.0
Hotels/Restaurants/Bars 26.5 529 59 7.3 7.5 100.0 62.8 10.5 26.6 100.0 qa7.8 2.2 100.0
Personal and Other 326 48.6 8.4 5.2 52 100.0 87.8 25 9.7 100.0 94.0 6.0 100.0
Services
All Firms ; Lo 32 ___ 480 _ 102 6.5 4.5 1000 807 5,0 14.3 100.0 95.6 4.4 100.0

SCINEM L, CINY SOLISRELEDVIVIAD) A9
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3.3 OC ¢ now characterise responding firms in werms of their own
; assessment of changes in the size of their workforce in the last two

Recent Trends = 5 , -
\ years. Table 3.2 shows that when asked about the sitation
in Size, Staff _ ) - , o
compared with two years ago, half the respondents stated their
workforce was unchanged. One-third saicd their workforce had
increased, while 16 per cent said it was smaller. The proportion
stating that the workforce had increused was higher than average
in the other manufacturing and wholesale sectors. The proportion
stating the workforce had declined was above average in building
and construction and even more 50 in textiles and clothing where

more than one-third of respondents gave that reply.

Turnover and
Yolume of
Business

Table 3.2: Firms Classified According to Changes in Size of Workforce Over Two Years
Preceding the Survey

— - - Size of Workforce
i Larger Same Smaller Total
: %
i Sector
Building and Construction 329 414 257 100.0
Manufacture Textiles and Apparel 26.0 38.7 35.3
| Other Manufacture 46.2 36.7 17.1 100.0
; Retall 28.1 58.4 13.5 100.0
. Wholesale 43.3 40.3 16.3 100.0
Banking /Finance/ Business 30.2 519 17.9 100.0
Hotels/Restaurants/Bars 271 63.4 9.5 100.0
T Personal and Other Services 39.2 46.0 14.7 100.0
Size of firm
Jorless 12.0 711 16.9 100.0
; 4-9 engaged 35.2 48.5 18.3 100.0
i 10-34 engaged 54.5 337 11.8 100.0
35-99 engaged 60.8 278 11.4 100.0
i 100+ engaged 759 15.7 8.4 100.0
I
Percentage of workfarce paid
IR£4.50 or less per hour
None 329 51.9 15.2 100.0
Less than 15 42.2 41.6 16.2 100.0
. 15 or more 284 48.5 231 100.0
|
Nationality
Irish 323 51.8 16.0 100.0
! Foreign 48.5 276 2249 100.0
_All firms 33.0 50.7 16.3 100.0

In Table 3.3 we look at firms' own assessment of the way staff
wurnover has changed over the last 12 months, We see that overall,
two-thirds of firms felt that there had been no change in wnover,
A subsiinual majority of the remainder felt that rumover had
increased rather than decreased, with one-quarter saying it had
increased either slighly or substantally. The proportion saying
turnover  had increased was  relatively  high in Rewil and
particularly in Personal and Other Services. It was also high among
firms employing some low paid workers. On the other hand large




KEY CHARACTERISTICS AND TRENIDS 19

firms, and foreign-owned ones, were more likely than others ©
say that urnover had decreased.

Table 3.3: Firms Classified According to Level of Staff Turnover at Time of Survey Relative
to Position 12 Months Earlier

Leve! of Staff Turnover at the Time of Survey Relative to the Position 12 |
Months Earlier
Decreased Decreased Remained Increased Increased Total
Substantially Slightly Constant Slightly Substantially
%
Sector

Building and Construction

Manufacture Textiles and
Apparel

Other Manufacture

Retail

Wholesale

Banking /Finance/ Business

Hotels/Restaurants/Bars

Personal and Other Services

Size of firm

Jorless . . 8.2
4-9 engaged . R 15.4
10-34 engaged . . . 25.4
35-99 engaged . 36.8
100+ engaged . 36.0

Percentage of workforce

paid IRE4.50 or less per

hour

None . . 19.5 . 100.0
Less than 15 . . 49.0 . 100.0
15 or more . . 23.1 . 100.0

Nationality
Irish . 6.6 68.1 18.1 . 100.0
Foreign . 424 20.5 15.4 100.0

All firms . 7.2 66.9 18.2 5.9 100.0

We now look at what firms said about rends in their volume of
business in the last two years. Table 3.4 shows that almost two-
thirds of all respondents said that their volume of business had
increased. A further one-quarter said volume of business had
remained constant, while only one in en said it had decreased.
Looking across the sectors, firms in the manufacturing (other than
textiles and clothing) and wholesale sectors were more likely than
others 1o say that volume of business had increased. A higher than
average proportion in the hotels/restauranis/bars  sector  said
volume was unchanged, while the percentage saying it had
decreased was above average in building and consuuction -
though even there it was no higher than 16 per cent. There was a
clear relationship berween firm size and volume, with the
percentage sayving that volume had increased much higher for
large than small firms. Classifying firms by the proportion of their
workforce paid 1R£4.50 or less per hour, firms with some low paid
employees and panicularly those with a significant proportion of
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the workforce low paid were less likely than others to say that
volume had increased.
Table 3.4: Firms by Trends in Volume of Business in the Two Years Preceding the Survey

" Volume of Business

Increased Constant Decreasod Total
%
Sactor
Building and Construction 65.7 17.7 16.6 100.0
Manufacture Textiles and 64.5 255 10.0 100.0
Apparal
_ Other Manufacture 73.8 18.5 .7 100.0
Retail 66.4 23.7 9.9 100.0
Wholesale 75.8 14.8 9.4 100.0
Banking /Finance/ Business 57.2 305 123 100.0
Hotels/Restaurants/Bars 61.2 376 1.2 100.0
Personal and Other Services 58.8 30.0 11.2 100.0
Size of firm
3 orless 54.9 30.2 14.9 100.0
4-9 engaged 61.5 28.5 9.9 100.0
. 10-34 engaged B0.0 158 4.2 100.0
35-99 engaged 82.7 12.9 4.4 100.0
100+ engaged 92.2 5.1 27 100.0
Percentage of workforce paid
IRE£4.50 or less per hour
None 66.4 24.0 9.6 100.0
Less than 15 61.4 28.7 9.9 100.0
15 or more 54.1 339 12.0 100.0
Nationality
Irish 63.5 26.4 10.1 100.0
Foreign 75.4 10.0 14.6 100.0
All firms . 640 257 _ 103 1000 __
06 ¢ now look at what firms in the sample said about their
3.4 e . : e
Profitability profitabitity and about the role which wage costs play in their
and Wage overall operating costs. When asked zbout their overall profits in
Cosgts the last year, we see from Table 3.5 that almost 70 per cent of

firms said they had made a profit — with most of these saying it
was a moderate rather than a subsuntial profit. A Tunher 21 per
cent said they had broken even, with only 10 per cent saying they
had made a loss — with once again most of the latter saying it was
a moderate mther than a substantial loss. The seclors doing better
than average in these terms were once again manuacturing (other
than textiles and clothing) and wholesale.




KEY CHARACTERISTICS AND TRENDS 21

Table 3.5: Firms by Level of Profits in the Last Year

Sector

Building and Construction

Manufacture Textiles and
Apparel

Other Manufacture

Retail

Wholesale

Banking /Finance/
Business

Hotels/Restaurants/Bars

Personal and Cther
Searvices

Size of firm
Jorless

4-9 engaged
10-34 engaged
35-99 engaged
100+ engaged

Percentage of workforce
paid IRE4.50 or less per
hour

None
Less than 15
15 or more

Nationality
Irish
Foreign

Alf firms

Substantial Moderate Broke  Moderate Substantial Total
Loss Loss Even Profit Profit
0.2 5.7 17.7 69.0 7.4 100.0 '
6.7 7.0 25.5 57.6 3.3 100.0 !
1.1 6.5 14.8 68.7 9.0 100.0
1.5 9.5 23.3 62.8 2.9 100.0
5.4 15.6 70.5 8.4 100.0
4.0 12.5 121 62.4 9.0 100.0 I
1.3 43.3 53.5 1.9 100.0
2.5 10.9 19.5 60.7 6.5 100.0 l
f
19 12.8 25.3 57.9 2.1 100.0 }
1.5 5.9 21.3 65.5 5.8 100.0 :
1.1 6.2 18.9 B5.7 8.1 100.0 |
1.1 7.5 10.8 68.9 1.7 100.0 |
20 39 7.8 64.4 21.9 100.0 1
|
|
|
|
1.0 7.7 20.4 64.4 6.5 100.0 |
1.5 1.7 16.7 76.1 10.1 100.0 '
5.0 13.8 26.4 53.5 1.3 100.0
¢
1.5 8.3 21.7 63.4 5.0 1000
3.2 5.4 8.6 58.8 23.9 1000
1
1.6 8.2 21.1 63.2 59 1000

The textiles/clothing and hotels/bars/restaurants  sectors  had
relatively low proporions reporing profits, but the lauer had a
high proportion saying they broke was  the
textiles/clothing and  banking/finance/business  sectors that  had
relatively  high proportions reporting losses. Larger firms  were
more likely than smaller ones 1o report substantial profits, and it
wis notable that firms with a significant proportion of low paid
employees in their workfloree were less likely than others 10 report
profits and more likely (o report losses.

Another particularly important aspect of firms, in considering
the impact the minimum wage might have, is the imponance of
wage costs in overall operating costs. In the survey, firms were
thus asked to say approximately what percentage the total wage
bill comprised of the company’s total operating costs. Table 3.6
shows that across the sample as o whole this figure wus 37 per
cent on average, Since the avernge can be significaintly affected by
outliers, the median — that is, the level above and below which
half of the sample falls - is also shown. Across the whole sample
this is just slighily below the mean, at 35 per cent

even  — il
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3.5

Firms’
Perceptions of
Areas of
Difficulty

Tablae 3.6: Mean and Median of Wages Bill as a Percentage of
Operating Costs

‘r - Mean T Median |
| Sector
i Building and Construction 334 35.0
Manufacture Textiles and Apparel 3514 33.0
Other Manufacture 355 33.0
i Retail 321 30.0
i Wholesale 36.5 33.3
Banking /Finance/ Business 43.9 50.0
| Hotels/Restaurants/Bars 284 30.0 |
| Personal and other Services 395 35.0
I
Size of firm
Jorless 359 333
! 4-9 engaged 358 33.0
10-34 engaged 40.1 40.0 t
35-99 engaged 387 40.0 t
100+ engaged 41.0 37.0
Percentage of workforce paid IR£4.50 or I
less per hour '
None 373 35.0
Less than 15 38.2 39.0
15 or more 326 32,0
Nationality
Irish 36.5 34.0
Foreign 42.8 45.0
All firms 36.7 35.0 :

Locking across the sectors, we see that the wage bill is a
particularly high proportion of total operating costs in building and
construction, banking/finance/business, and personal and other
services. Even in those sectors, however, wages account for only
about two-fifths of total operating costs. Focusing on the median
rather than the meun, the major difference is bermwveen
banking/finance/business, with a parnicularly high figure, and all
other sectors. [t is worth noting in particular that wages accounted
for a lower proportion of 1otal operating costs in smaller firms and
in firms where a significant proportion of employees were low
paid — and this is wue whether one focuses on the mean or the
median. (Such firms could of course also be affected by increases
in the prices of other inputs as a result of wage increases
elsewhere.)

Finally, respondents were given a list of a range of difficulties
that could face a company, and asked to rank them in order of
importance to their company at present. The same question was
asked in the 1998/99 survey, so the responses at the two points in
time ~ before and after the introduction of the minimum wage —
can be compared. Table 3.7 shows for each of the seven suggested
problems the proportion stating it swas the most important problem
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3.6

Conclusions

they faced, and the proponion for whom it was among the top
two or three most important, in the two surveys.

We see that in both surveys recruiting staff was the area by far
the most ofien identified as the most difficult, with almost 40 per
cent of respondents selecting it Basic labour costs/wages was
clearly the next-most ofien selected as most difficult in 2000/2001,
being selected as such by 23 per cent compared with 18 per cent
in 1998/9. In both surveys unfair competition and corporation
taxes were also selected by significant numbers, but  the
percentage selecting employer’'s PRSI had declined by the later
survey. Industrial relations were not seen as a serious difficulty
compared with these other aspects. Looking at the aspects that
ranked as among the three most serious difficulties shows very
much the same picture. It is worth noting that 78 per cent of firms
in the recent survey considered basic wages/lubour costs to be
among the three most important difficulties, up from 64 per cent in
the previous survey.

In this chapter some key chamcteristics of the firms in the
2000/2001 survey, and their perspectives on their own businesses,
have been discussed. We highlight in this concluding section some
particularly important features of the results. In considering the
potential impact of the minimum wage, it is worth emphasising
{irst that most firms in most sectors said they had no employees
paid 1R&4.50 or less per hour; the only sectors where a substantial
number of firms had a significam proportion of their workforce at
that pay level were iexiiles and clothing manufacture, retailing,
and hotels/bars/restaurants. Furthermore, wage costs accounted for
about 37 per cent of total operating costs on average, bul for less
than that in firms with a significant number of low paid workers.

The consistent piciure on wrends over time was that most
sectors and firms were doing well, but that cenain sectors and
types of firm were doing less uniformly well or facing particular
problems. Thus while overall twice as many firms said their
workforce had increased as decreased, the latter was more
common in textiles and clothing. Saff wrnover had increased in
retail and personal services, and firms with some low paid
employees were less likely than others 10 say that volume had
increased. Textiles and clothes manufacturers and firms with a
significant proportion of low paid employees were also less likely
than others o say they were making profits.




Table 3.7: Ranking Assigned to Seven Possible Difficulties in Terms of their Importance as they Face a Company: Results from 1999 and 2001

Surveys

‘Rank Poorindustrial’ ~ Recruiting Staff  Employer's PRSI Basic Labour Unfair Corporation  Affordable Equity |
f Relations Costs/Wages Competition Taxes and Working Capital
. Cum. % Cum. % Cum. % Cum. % Cum. % Cum. % !
: 1 1.8 38.3 15.5 17.6 16.3 129 9.9
| 2 53 51.7 386 43.7 26.3 327 239 f
! 3 B.6 60.5 59.3 64.3 36.6 53.2 41.3 !
i
. Rank Cum % Cum % Cum % Cum % Cum % Cum % Cum %
, 1 3.0 381 7.8 233 125 129 9.3
I 2 5.1 52.9 274 57.4 209 29.2 216
S 10.3 634 . _ __ 48.7 78.1 _ 64__ . _ _ 476 340

¥
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When firms were asked what aspects of their operations they
fell 10 be most difficult, recruiting staff was by far the most
frequently identified. Basic labour costs were also identified as
important by a substantial proportion of firms, and this proportion
had risen since the previous survey in late 1998/eurly 1999, This
highlights once again the tightness of the labour market around the
time the minimum wage was introduced, a crucial consideration in
the impaat it is likely 1o have had on wages and employment. In
the next chapter we focus directly on the minimum wage, and on
the perceptions of firms in the survey about its effects.




4.1
Introduction

4.2
Knowledge of
the Minimum

Wage

4. PERCEPTIONS OF THE
IMPACT OF THE MINIMUM
WAGE

In the survey of firms carmried out in late 2000/early 2001 to
inform assessment of the impact of the introduction of the
minimum wige, respondents were asked inter afia a range of
questions about their knowledge of the minimum wage and their
own perception of its effects. As noted in Chapter 1, results from
the survey of firms carried out before the introduction of the
minimum wage had indicated that although about three-quaners of
respondents had heard about it, very few knew the details of what
was involved. They also showed that a range of possible effects
was anticipated by firms. In this chapter responses from the new
survey on the state of knowledge of firms after the introduction of
the minimum wage and on its perceived effects are presented and
their implications drawn out, before tming in the following
chapters to how actual employment levels and other features of
the firms surveyed differed between the two surveys.

In focusing on knowledge and perceptions, respondents were
first asked simply whether they had heard about the introduction
of the minimum wage. Table 4.1 shows the percentages saying
they had/had not, distinguishing across a number of relevant
dimensions, We see that overall virally all the respondents said
they had indeed heard about the introduction of the minimum
wage, with less than 1 per cent saying they had not. This may be
comrasted with the 72 per cent of firms who said they had heard
about the minimum wage in the survey prior 1o its introduction, in
1998/9. The only sector where more than 1 per cent of
respondents said they had not heard about the introduction of the
minimum wage was building and construction. All the firms who
actually employed someone on IRE4.50 or less per week said they
knew about the minimum wage's introduction.
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Table 4.1: Firms Classified According to Whether Or Not They Have
Heard About the Introduction of the Minimum Wage

Heard about the Minimum Wage?

Sector Yes No Total
%
Building and Construction 97.2 2.8 100.0
Manufacture Textiles and Apparel 100.0 0.0 100.0
Other Manufacture 98.5 0.5 100.0
Retail 99.3 0.7 100.0
Wholesale 100.0 0.0 100.0
Banking/Finance/Business 99.8 0.2 100.0
Hotels/Restaurants/Bars 100.0 0.0 100.0
Personal and Other Services 100.0 0.0 100.0
Size of Firm
3 orless 98.8 0.2 100.0
4-9 engaged 99.5 0.5 100.0
10-34 engaged 100.0 0.0 100.0
35-99 engaged 99.5 0.5 100.0
100+ engaged 100.0 0.0 100.0
Percaentage paid IRE4.50 or less
per hour
Neone 99.2 0.8 100.0
Less than 15 per cent 100.0 0.0 100.0
15 per cent or more 100.0 0.0 100.0
Ownership
Irish 99.3 0.7 100.0
Foreign 100.0 0.0 100.0
All firms 98.4 0.6 100.0

Respondents were then asked when the minimum wage was
introcduced. Table 4.2 shows that one-quaner said that they did not
know; this was more common in foreign than ldsh-owned firms,
and in firms that had no or only a small proportion of employees
earning 1RE4.50 or less than those who had a significant proportion
of such employees. About 60 per cent of firms identified the
correct date — that is, they szaid it was March, April or May 2000
(with April being the actual date). The remaining 15 per cent gave
a starti-date significantty before or after that. There was not a great
deal of variation across sectors in the percentage giving the correct
date, although larger firms were slightly more likely 10 have done

50.
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Table 4.2: Firms Classified According to When They Believe the Minimum Wage to Have
Been Introduced

Sector

Building and Construction

Manufacture Textiles
Apparel

Other Manufacture

Retail

Wholesale

Banking /Finance/

Business

Hotels/Restaurants/
Bars

Personal and Other
Services

Size of Firm

3 or less
4-9 engaged

" 10-34 engaged

35-99 engaged

" 100+ engaged

Percentage of Staff paid
& IR£4.50 or less per
hour

None
Less than 15%
15% or more

Ownership
lrish
Foreign

All firms

‘Don't 1999 or Jan/Feb  MarMay  Jun/July  Aug/Dec  Total '

Know  Earlier 2000 2000 2000 2000 J
%
35.4 0.9 0.0 54.1 8.5 11 1000
16.8 4.0 2.0 69.5 0.0 77 1000 ¢
225 7.2 43 56.9 3.7 55 1000 !
16.8 46 5.4 69.1 0.4 37 100.0°
37.6 8.8 2.1 47.0 2.1 23 1000
21.1 5.2 1.3 61.9 5.0 55 1000
28.6 0.0 7.4 63.4 06 0.3 100.0°
26.6 6.0 44 55.7 4.8 24 1000
i
23.1 3.0 20 61.3 3.0 75 1000
27.1 5.6 5.6 57.6 36 05  100.0
264 4.8 34 61.1 2.2 2.0 100.0 .
24.2 1.3 1.5 67.2 33 24 1000
19.6 1.9 29 73.3 16 0.8 1000
28.2 39 3.9 56.9 39 32 1000
21.2 17 1.3 73.3 05 20 1000,
12.6 7.4 48 728 0.6 1.8 1000
¥
24.9 4.2 4.0 60.8 3.2 30 1000
332 6.7 1.5 55.1 22 1.2 1000
253 4.3 3.9 60.5 3.1 29 1000

Respondents were then asked what was the basic hourly rate of
pay for an experienced adult worker under the minimum wage.
Table 4.3 shows that about 29 per cent said they did not know,
with this percentage again being particularly high in the building
and construction sector and in firms with few or no employees at
or under 1RE4.50 — and particularly low in hotels, restaurants and
bars. About 30 per cent correctly identified 1R£4.40 as the rate,
while a further 20 per cent gave a figure between IR$4 und
TRE4.50. About 15 per cent thought it was higher than IR£4.50,
although again this was rare in firms with significani numbers of
employees at or below that pay rate.
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Table 4.3: Firms Classified According to their Perceived Level for Minimum Wage

! Don't 3.00- 4.00- 440 4.41- 4.51- 5.01- 5517 Total
Know 3.99 4,39 4.50 5.00 5.50 above
%
ISector
Building and Construction  40.0 3.2 04 19.8 150 15.2 6.3 02 1000
Manufacture Textiles and 2604 3.3 441 13.7 15.2 3.3 100.0
Apparel
Other Manufacture 285 0.5 3.3 376 17.7 82 1.3 29 100.0
Retait 31.3 1.1 4.3 345 16.4 10.6 1.5 0.2 100.0
Wholesale 34.0 0.8 6.1 335 15.9 4.4 34 1.8 100.0
Banking /Finance/ 283 0.4 368 151 7.3 6.1 59 100.0
Business
Hotels/Restaurants/Bars 15.7 0.6 53.1 8.6 215 06 1000
Personal and Other 279 23 6.9 26.6 287 5.1 25 100.0
} Services .
iSize of Firm
3 orless 33.6 1.0 4.7 26.1 19.2 8.2 48 24 100.0
t4-9 engaged 28.8 1.3 1.6 36.2 15.3 13.6 22 1.0 100.0
i10-34 engaged 27.4 1.7 3.4 36.2 18.5 7.8 4.0 1.0 100.0
i35—99 engaged 268.3 1.5 45 431 16.7 5.1 1.2 1.5 100.0
100+ engaged 17.6 47 52.0 12.9 10.3 1.0 1.5 100.0
lPercentage paid IRE4.50
Eor less per hour
None 32.2 0.7 32 28.3 17.6 12.5 38 1.8 100.0
Less than 15% 289 1.5 1.2 52.2 10.3 2.4 1.6 0.7 100.0
5% or more 14.8 4.2 3.4 586 157 3.0 0.3 1000
Qwnership
Irish 29.7 1.3 3.2 343 16.5 10.4 3.2 1.5 100.0
Foreign 271 0.5 295 264 12.6 1.6 2.2 100.0
L.MI firms 295 1.2 31 34.1 16.9 10.5 KR | 1.5 100.0

When asked about the reduced minimum rates of pay for
young and inexperienced workers under the minimum wage,
Table 4.4 shows that about 18 per cent of respondents said they
had never heard of these sub-minimum rates, and a further 76 per
cent said they had never availed of them. While only 6 per cem
overall said they had availed of these sub-minimum rates, this
percentage was considerably higher among large firms and in
cerain sectors (extiles and other manufacturing, hotels, restaurants
and bars). Not surprisingly, it was also much higher among firms
with low-wage employees, where 25-30 per cent said they had
aviiled of the sub-minimum rates.
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Tabie 4.4: Firms Classified According to their Use of Sub-Minimum Rates

— RS S 1

Ever Availed of Sub-Minimum Rates? ,

! Yes No Never Heard Total
i of
2 Sub-Minimum
i Rates
| Sector
! Building and Construction 3.5 82.8 13.7 100.0
| Manufacture Textiles and 15.5 72.7 118 100.0
I Apparel
; Other Manufacture 1.5 78.6 9.9 100.0
! Retail 10.0 731 17.0 100.0
I Wholesale 6.6 72.3 211 100.0
i Banking/Finance/Business 0.2 795 20.3 100.0
| Hotels/Restaurants/Bars 12.8 72.6 14.7 100.0 ;
i Personal and Other Services 2.2 76.0 218 100.0 i
|
i I
Size of Firm H
3 orless 1.2 75.3 19.7 100.0
4-9 engaged 5.0 73.0 13.2 100.0
10-34 engaged 13.8 72.2 8.3 100.0 .
35-99 engaged 19.5 73.9 7.1 100.0 '
| 100+ engaged 19.0 76.1 17.7 100.0 |
; Percentage paid IRE4.50 or l
, less per hour t
! None 13 79.7 19.0 100.0 ]
i Less than 15 per cent 309 67.5 1.6 100.0
| 15 per cent or more 252 57.9 16.9 100.0 ‘
t
. Ownership |
! Irish 6.4 75.8 17.8 100.0 |
! Foreign 36 81.7 147 100.0 :
i \
| All firms 6.2 76.1 17.7 100.0 :

Concenirating on the firms which said they had availed of the
sub-minimum rates, Table 4.5 shows that most (80 per cent) had
availed of the reduced rate for employees under 18 yeuars of age.
About half had availed of the reduced rate for employees aged 18
or over but in their first year of employment or clussed as trainees,
while about one-quarter had availed of the corresponding rate for
those in their second year of employment. Table 4.5b shows that
about 37 per cent had only availed of the reduced rate for under-
185 and 11 per cent had only availed of the reduced rue for
rainees, while one-fifth had availed of all four types of sub-
minimum wages. Table 4.5¢ shows that about 40 per cent of these
firms had applied more than one e 0 the same employee since
1™ April 2000, when the minimum wage was introduced.
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Table 4.5a: Firms which Availed of the Sub-Minimum Rates Classified According to Which
Rate They Had Used

Availed of?
Yes No Total
%

Under 18 years of age B0.C 20.0 100.0

1* year employment + over 18 472 52.8 100.0
years

2™ year employment + over 18 25.8 74.2 100.0
years

Trainee 18 years + 43.2 56.8 100.0

Table 4.5b: Firms which Availed of the Sub-Minimum Rates Classified According to the
Combination of Rates Which They Had Used

Availed of Sub-Minimum Rate for

Under 18 years 1" year emp/ 2™ year emp/ over Trainee 18 years Per cent
over 18 years 18 years

Yas No No No 374
Yes Yes Yes Yes 215
No No No Yes 11.3
Yes Yes No No 9.8
No Yes - No No 8.8
Yes No No Yes 4.7
Yes Yes No Yes 29
Yes Yes Yes No : 2.3
Other combination 1.2
Total 100.0

Notel Above tables relate only to firms which availed of sub-minimum rates.

Table 4.5¢: Firms which Availed of the Sub-Minimum Rates Classified According to
Whether Or Not they Applied More Than One Rate to the Same Employee Since
April 1* 2000

to Same Employee

Applied Different Sub-Minimum Rates Yas No Total
%
41.0 59.0 100.0

4.3

Perceived
Impact of the
Minimum
Wage

THE PERCEIVED EFFECTS ON PAY

Having probed their general knowledge of the minimum wage,
firms were then asked directly for an assessment of its impact on
them. They were first asked abouwt how many people in the
company got an increase in their hourly rate as a direct result of
the minimum wage. Table 4.6a shows the disturibution of
responses, calegorised by the percentage of employees stated to
have got such an increase. We see that about 85 per cemt of
respondents said that no-one in their company had received an
increase as a direct result ol the introduction of the minimum
wage. This reached almosi 100 per cemi in building and
construciion. However, almost half the firms with employees paid
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IR£4.50 per hour or less said that some employees had received an
increase as o direct result of the minimum wage. In firms where a
significant proportion of employees were low paid and there were
such increases, very often at least 20 per cemt and in some
instances 50 per cent or more of all employees in the company
were affected.

Table 4.6b shows the mean percentage of the firm's employees
said to have received an increase in their hourly rate as a direct
result of the minimum wage. Over all firms this percentage was 6
per cent, but wus almost 20 per cent for firms with o significam
proportion of low paid employees. Table 4.6¢c shows the
percentage of all the employees in each category said 10 have
received such an increase. We see that almost 5 per cent of all
employees are said by their employer 1o have received an increase
as 2 direct result of the minimum wage, with this figure reaching 7
per cent in textiles manufacturing, 9 per cent in hotels, restaurants
and bars and 12 per cent in retailing. Abow 25 per cent of
employees in firms where a significant proporion of employees
are low paid are said to have received such an increase.

Table 4.6a: Firms Classified According to the Percentage of their Staff Whom they

Recorded as having Received an Increase in Hourly Rate as a Direct Result of
the Introduction of the Minimum Wage

I Direct Result of Minimum Wage
None Less than 10%to LT 20to LT 50% or Total

Percentage of Persons Receiving an increase in Hourly Rate as a |
]

| 10% 20% 50% more
Sactor %
Building and Construction 98.8 0.4 0.2 0.4 100.0
Manufacture Textiles and Apparel 66.1 10.3 5.2 5.2 13.3 100.0
Other Manufacture 77.2 6.3 4.5 6.9 51 100.0
Retail 76.5 0.9 2.2 10.3 101 100.0
Wholesale 86.9 2.5 19 5.1 3.6 100.0
Banking/Finance/Business 89.8 0.4 3.7 2.0 4.1 100.0
Hotels/Restaurants/Bars 76.3 2.0 1.4 17.8 2.5 100.0
Personal and Other Services 86.4 0.3 2.6 4.4 6.3 100.0
Size of Firm
3orless 94,9 2.7 24 100.0 °
4-9 engaged 80.9 2.8 9.0 7.2 100.0
10-34 engaged 81.2 21 25 8.3 6.0 100.0
35-99 engaged 67.3 1.2 79 7.4 6.2 100.0
100+ engaged 76.5 6.2 35 101 37 100.0
Percentage of Staff paid &
RE£4.50 or less per hour
None le IR£4,50 91.7 8 1.5 2.4 36 100.0
It 15 1t4.50 54.7 8.3 12.6 23.7 .6 100.0
15+ 1t£4.50 53.7 1.2 28 25.7 16.6 100.0
Ownership
Irish 841 1.2 2.2 7.0 5.4 100.0
Foreign 91.2 1.0 3.2 1.8 3.0 100.0

All Firms 84.5 1.2 22 6.8 53 100.0
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Table 4.6b: Mean Percentage of Persons Engaged in Firms who Received an Increase in
Hourly Rate as a Direct Result of the Minimum Wage (i.e. Mean in Each
Category of the Percentage of Firm's Employees Receiving an Increase in

Hourly Rate)
- i Mean Mean
Percentage Percentage
Sactor Size of Firm
Building and Construction 0.5 3orless 2.3
Manufacture Textiles and Apparel 13.6 4-9 engaged 8.0
Other Manufacture 6.1 10-34 engaged 8.0
Retail 10.2 35-99 engaged 8.1
Wholesale 45 100+ engaged 6.3
Banking /Finance/ Business 38
Hotels/Restaurants/Bars 7.7 Percentage of staff paid

Foreign____

IRE4.50 or less per hour

Personal and Other Services 6.1 None 3.5

Less than 15 8.6
Ownership 15 or more 19.5
Irish 6.2

3.4 . __AlFirms 6.1

Table 4.6¢: Estimated Percentage of Persons Engaged in Each Category who Received an
Increase in Hourly Rate as a Direct Result of the Minimum Wage

“Estimated - Estimated

Percentage Percentage .

Sector Size of Firm |
Building and Construction 0.8 Jorless 29 i
Manufacture Textiles and Apparel 7.0 4-9 engaged 8.6 :
Other Manufacture 2.7 10-34 engaged 86 I
Relail 11.6 35-99 engaged 7.1 !
Wholesale 5.1 100+ engaged 25 l
Banking /Finance/ Business 2.4 !

' Hotels/Restauranis/Bars 89 Percentage of staff paid :

IRE4.50 or less per hour

Personal and other Services 3.8 None 2.7
Less than 15 4.2

Ownership 15 or more 247

Irish 57

_Foreign e o . A3 _ _ AlFims_ 47

These perceived effects of the minimum wage on pay raies need
o be carefully comextualised. Firms were also asked whether, in
the light of trends in the Irish lubour market over the last year,
they would have had to increase wage rates anyway up o the
minimum wage level. Table 4.7 shows that overall, over 80 per
cent of all firms said they would, The percentage saying that they
would sof have had 1o increase pay rumes anyway was relatively
high among certain sectors — textiles manufacuring, rewil and
wholesale, personal and other services — und in lirms with a
significanmt proportion of low paid employees, but even there it
was under 30 per cent.

As well as the pay of those directly affected by the minimum
wage, an important issue abouw the impact of the minimum wage
is whether the pay of those above the minimum wage would be
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affected due 1o pressure to restore differentials. Some firms in the
pre-introduction survey thought this was likely, despite assurances
from the wade union movement that this would not serve as the
basis for claims. In the post-introduction survey a question asked
what percentage of workers above the minimum wage received an
increase in hourly pay rates as a result of restoring pay
differentials. The responses in Table 4.8 show that overall about 13
per cent of firms said that they did have to increase pay for some
employees above the minimum in order to restore pay
differentials.  This was most likely in firms in the textiles
manufacturing, retail and hotels/restaurants/bars sectors and in
larger firms.

Respondents were then asked whether the minimum wage
directly increased their labour costs, or had no effect on labour
costs. Table 4.9a shows that 16 per cent said that the minimum
wage did direcly increase their Jabour costs. This proportion was
as high as one-quarter in rewailing and in hotels/bars/restaurants.
Over 40 per cent of firms with a significant proportion of low-
wage employees said that the minimum wage had directly
increased their labour costs. Table 4.9b then shows that among
the firms which said the minimum wage did directly increase
labour costs, about half said the increase involved was less than 5
percentage points, and about one-quarter said that it was more
than 10 percentage points.
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Table 4.7: Firms Classifiled According to Whether Or Not They Felt that, Given Trends of the Last Year in the Irish Labour Market, They Would Have Had to
Increase Wage Rates up to the Leveal of the Minimum Wage.

Wage Rates Increase Anyway Wage Rates Increase Anyway
Yes No Total Yes No Total
./ﬂ '/D

Sector Size of Firm
Building and Construction 83.3 16.7 100.0 3orless 75.7 243 100.0
Manufacture Textiles and Apparel 75.0 250 100.0 4-§ engaged 77.2 228 100.0
Other Manufactwe 834 16.6 100.0 10-34 engaged 88.8 11.2 100.0
Retail 7.5 285 100.0 35-99 engaged 90.6 9.4 100.0
Wholesale 716 28.4 100.0 100+ engaged 88.6 11.4 100.0
Banking /Finance/ Business 98.1 19 100.0
Hotels/Rastauranis/Bars 976 2.4 100.0 Percentage of staff paid IRE4.50 or

less per hour
Personal and Other Services 741 259 100.0 None 82.6 17.4 100.0

Less than 15 94.3 57 100.0
Ownership 15 or more 75.0 25.0 100.0
Irish 816 18.4 100.0
Foreign 61.3 287 100.0 All Firms 81.0 19.0 100.0
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Table 4.8: All Firms Classified According to Whether Or Not They had to Increase the Hourly Rates of Higher-Grade Staff to Restore Pay Differentials

Increase Rates of Higher Grade Staff ‘increase Rates of Higher Grade Staff NE:

Yes No Total Yes No Total 't ;

% % Bk

Sactor Size of Firm ! g
Building and Construction 5.3 94,7 100.0 Jorless 5.3 94.7 100.0 | ;
Manufacture Textiles and Apparel 13.6 86.4 108.0 4-9 engaged 14.4 85.6 100.0 Pl
Other Manufacture 14.7 85.3 100.0 10-34 engaged 16.1 83.9 100.0 Z
Retail 22.1 779 100.0 35-99 engaged 224 776 100.0 | £
Wholesale 9.3 90.7 100.0 100+ engaged 255 745 100.0 =
Banking fFinance/ Business 6.7 93.3 100.0 vl
Hotels/Restaurants/Bars 15.2 84.8 100.0 Percentage of staff pald IRE4.50 or less S
per hour 8

Personal and Other Services 9.8 90.2 100.0 None 8.0 92.0 100.0 { e
Less than 15 335 66.5 100.0 [ |z

Ownership 15 or more 30.8 69.2 100.0 ' z
Irish 12.9 87.1 100.0 | 1=
Foreign 58 B4, . _ 1000 ANFiwms _ 126 874 3000 _ [ (¥
S
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Table 4.9a: Firms Classified According to Whether Or Not They Think the Introduction of the Minimum Wage Directly Increased Labour Costs

" Directly Increased Labour Costs? Directly Increased Labour Costs
Yes No Total Yes No Total
% %

Sector Size of Firm

Building and Construction 4.7 95.3 100.0 3orless 7.4 g92.6 100.0

Manufacture  Textiles  and 35.8 64.2 100.0 4-9 engaged 16.7 83.3 100.0

Apparel

Other Manufacture 19.6 80.4 100.0 10-34 engaged 26.2 738 100.0

Retail 26.2 73.8 100.0 35-99 engaged 31.8 68.2 100.0

Wholesale 16.7 83.3 100.0 100+ engaged 26.8 73.2 100.0

Banking /Finance/ Business 51 949 100.0

Hotels/Restaurants/Bars 24.2 758 100.0 Percentage of staff paid IR£4.50 8.9 9N 100.0
or less per hour

Personal and Other Services 13.9 86.1 100.0 None B.9 91.1 100.0
Less than 15 422 57.8 100.0

Ownership 15 or more 47.3 52.7 100.0

Irish 16.4 83.6 100.0

Foreign B R - ) 91.1 __ 1000 All Firms 16.1 83.9 100.0
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Table 4.9b: Firms which felt the Introduction of the Minimum Wage
Directly Increased their Labour Costs, Classified by
Percentage Increase

Percentage Category Per Cent of Respondents
Less than 3 17.6
LTS 31.7
5-LT 10 26.7
10-Lt25 16.4
25 or more 7.6
Total 100.0

THE PERCEIVED IMPACT ON EMPLOYMENT

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

Table 4.10b then shows the responses to the follow-up
question, which asked those who said employment would be
higher in the absence of the minimum wage how many more they
would be employing. We sce that the responses indicate that total
numbers employed would be about 3,000 higher. (This figure, like
the other ones in the table, is grossed up to the population 101l
implied by the responses of the sample). A significant proportion
of that total is in the rerail secior, about half is in firms with less
than 10 employees, and almost all is in Irish rather than foreign
owned firms. About half the total is in firms where a significant
proportion of the workforce are paid [R£4.50 or less. Most of the
other half is in firms who currendy employ no-one under that
figure, however, which may suggest that the total is if anything an
over-estimate.

THE PERCEIVED IMPACT ON OTHER ASPECTS OF THE BUSINESS

Firms were then asked about whether the introduction of the
minimum wage affected their opertions across a variety of
dimensions. The results are shown in Table 4.11 and 4.12.




Table 4.10a: Firms Classified According to Whether Or Not They Feel That, in the Absence of the Minimum Wage, They Would be Employing More, the Same

Number or Fewer Persons Today

Perception of Numbers Employed in Absence of
Minimum Wage

' More Same Less Total
LA )
Sector
Building and Construction 0.2 99.8 0.0 100.0
Manufacture  Textiles  and 12.7 87.3 0.0 100.0
Apparel
; Other Manufacture 2.8 97.2 0.0 100.0
Retail 6.3 937 0.0 100.0
Wholesale 6.3 93.7 0.0 100.0
' Banking /Finance/Business 5.7 94.3 0.0 100.0
. Hotels/Restaurants/Bars 8.3 911 0.0 100.0
i
. Personal and Other Services 4.3 957 0.0 100.0
! Ownership
! Iish 54 946 0.0 100.0
- Foreign 3.0 97.0 0.0 100.0

Size of firm
Jorless
4-3 engaged

10-34 engaged
35-99 engaged
100+ engaged

Percentage of staff paid

IRE£4.50 or less per hour

None
Less than 15

15 or more

All Firms

Perception of Numbers Employed In Absence of Minimum

Wage
More Same Less Total
%
39 96.1 0.0 100.0
5.5 94.5 0.0 100.0
6.5 93.5 0.0 100.0
8.1 91.9 0.0 100.0
5.2 948 0.0 100.0
3.0 97.0 0.0 100.0
84 91.6 _ 0.0 100.0
16.2 83.8 0.0 100.0
53 94.7 0.0 100.0

OV A WNWINTIV HIL 20 IOVdN] 3L 20 SNOLLSDYA]
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Table 4.10b: Estimated Numbers of Additional Persons Who Would Be Employed Today in
the Absance of Minimum Wage Legislation

Est. of Percentage Est. of Percentage .
Additional of Current Additional of Current }
Employeas Employees Employees Employees |
Sector Size of firm {
Building and Construction 0 0.0 3orless 900 1.5 f
Manufacture Textiles 100 0.0 4-9 engaged 2.400 1.0 |
and Apparel
Other Manufacture 400 0.0 10-34 engaged 700 07
Retail 1,700 0.0 35-99 engaged 900 0.6
Wholesale 400 0.0 100+ engaged 400 0.1
Banking/Finance/ 1,000 0.0
Business !
Hotels/Restaurants/Bars 1,000 0.0 Percentage of
staff paid IRE4.50
or less per hour
Perscnat and Other 700 0.0 None 2,400 0.2
Services
Less than 15 300 0.3
Cwnershlp 15 or more 2,600 23
Irish 5,100 0.5
Foreign 200 0.1 All Firms 5,300 0.4 |

We see in Table 4.11 that very few respondents felt that the
minimum wage had a significant effect on their operations in terms
of the way work is organised, working hours, use of less
experienced staff, increased prices for their products, profit levels,
reducing expenditure on training and development of employees,
monitoring of employees, increasing spending on training, use of
technology or machinery, and improving the quality of service.
About 4 per cent did say that there was a significant impact on
workers’ pay and benefits structures, for example overtime or pay
supplements. A considerably larger percentage said  thar the
minimum wage had a slight effect across these various dimensions,
with the highest proportions giving that response tending 1o be in
the textiles and clothing and  paricularly  in  the
hotels/restaurants/bars sectors. Tuble 4.12 shows that the greatest
perceived effects across these dimensions were in firms at either
end of the scale spectrum — with either 3-9 employees or 100 or
more employees.




Table 4.11: Firms Classified According to their Perceptions of the Impact of the Minimum Wage on a Series of Operational and Related
Aspects of their Business
Perceived Effect  Building and Manuf, Other Retail Wholesale Banking/ Hotelf Personne!  Total
of Minimum Construction  Textiles and Manufacture Finance/Business  Restaurants/ and Other
Wage Apparel Services Bars Services
Changed Pay and
Benefits Structure
Significant 0.8 52 49 5.0 33 20 7.8 29 37
Slight 0.6 17.0 10.3 9.5 85 11.9 27.3 13.7 11.7
None 98.6 779 848 85.6 88.2 86.0 64.9 834 84.6
Changed Work
Organisation
Significant 0.2 33 18. 2.1 1.0 20 03 1.0
Slight 0.6 8.5 3.2 6.7 7.5 9.5 17.5 6.4 7.7
None 99.2 88.2 94.9 91.2 91.5 90.5 80.6 93.2 91.3
Reduction of
Working Hours
Significant 0.2 0.5 1.2 0.6 0.3 0.5
Slight 0.4 33 27 7.6 36 6.0 30.2 6.1 8.4
None 99.4 96.7 96.8 91.2 96.4 94.0 69.3 93.6 911 .
More =
Inexperianced 5
Staf ;
Significant 0.2 0.9 1.4 0.8 0.3 0.6 g
Slight 0.8 5.2 4.3 53 7.5 6.3 30.6 10.0 9.1 é
None 959.0 94.8 947 93.3 92.5 93.7 68.5 89.7 90.3 ;
Increased 5
Prices | z
Significant 0.4 6.7 3.2 14 1.7 0.4 22 45 18 | Z
| Slight 1.6 15.2 10.6 15.2 13.6 8.0 46.2 10.3 14.9 o
i None 98.0 781 86.1 83.4 84.8 916 51.5 85.2 83.2 =
Reduced Profits 4 2
Significant 0.4 5.2 39 38 1.8 0.2 22 2.2 2.1 s
Slight 2.2 218 12.8 19.3 12.7 12.1 410 11.5 16.3 z
L_None 97.4 73.0 83.3 76.9 85.5 87.7 56.8 863 81.6 5
%
z
=
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Table 4. 11{cont ) Firms Classified According to Perceptions of the Impact of the Minimum Wage on a Series of Operational and

Perceived Effact

. of Minimum Wage

Reduced Expend.
on Training

Significant

Slight

None

Tightened Control
on Labour

Significant

Slight

None

Increase Training
and Development

Significant

Slight

None

Increase in Tech-
nology/Machinery
Significant

Slight

None

. Quality of Service/

Product
Significant

| Slight

_Nona___

Related Aspects
Building and Manuf,
Construction  Textiles and
Apparel
06 6.7
994 93.3
0.2 6.7
1.0 136
98.8 79.7
0.4
0.2 67
89.4 933
0.4 5.2
0.6 11.8
99.0 830
04
08 13.6

99.0 86.4

Other
Manufacture

0.5
96. 0

4.7

87.9

2.2

924

3.8

910

05
92 4

Retait

2.0
29
95.1

4.1
9.6
86.3

0.4

933

0.5
93 0

19
7.8
90.2

Wholesale

4.3
5.7

2.6
88.9

25

925

1.7

925

0.8
92 )

Banking/
Finance/Business
Services

6.1
93.9

0.4
6.3
93.3

04
93 5

0.6
92. 7

0.2
6.9
92.9

Hotel/
Restaurants/
Bars

0.6
147
847

3.4
18.6
78.0

20
254
727

0.6
15.8
83.6

0.8
17.5
81.7

Personnel
and Other
Services

6.2
93.8

0.9
85
90.6

23
6.5
91.2

Total

0.6
54
94.0

22
86
89.2

1.2

910

1.0

92.2

1.0

913
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Table 4.12: Firms’ Perceptions of the Effects of the Minimum Wage Classified by Size

Perceived Effact of Jor 49 10-34 35-99 100+ Tota)
Minimum Wage Less Engaged Engaged Engaged Engaged
Pay/Benefits Structure
Significant 0.7 4.8 5.6 7.0 6.4 3.7
Slight 3.6 18.0 10.7 16.8 208 1.7
None 95.7 79.2 83.6 76.1 72.8 84.6
Changed Work

Organisation
Significant 0.7 0.7 24 26 23 1.0
Slight 2.3 10.6 7.7 10.1 13.0 7.7
None 971 88.7 90.0 874 B4.7 1.3
Reduction of Working

Hours
Significant 4] 0.5 1.3 1.2 1.3 0.5
Slight 1.6 14.0 59 59 10.4 8.4
Nong 98.4 85.6 92.7 929 88.2 g1.1
More Inexperienced Staff
Significant 0 0.4 0.9 2.9 26 0.6
Slight 2.6 13.0 9.7 8.4 15.4 8.1
MNone 97.4 86.5 883 88.8 82.0 90.3
Increased Prices
Significant 1.6 0.6 34 5.8 6.5 1.8
Stight 4.4 219 17.1 13.7 17.3 14.8
None 94.0 775 78.5 80.5 76.2 83.2
Reduced Profits
Significant ¢ 2.0 3.5 8.2 5.0 21
Slight 65 ° 222 17.8 19.0 211 16.3
None 935 758 78.6 728 73.9 81.6
Reduced Expenditure on

Training
Significant 0 0.8 0.6 2.4 0 0.6
Slight 1.6 7.9 6.1 6.4 4.1 5.4
None 98.4 91.2 93.3 91.2 8959 94.0
Tightened Control on

Labour
Significant 0.6 1.5 4.2 8.1 7.3 2.2
Slight 28 109 10.7 144 148 8.6
None 96.6 87.6 85.0 775 779 89.2
Increase Training and

Development
Significant 1.0 0 4.2 4.7 2.5 1.2
Slight 0.7 11.9 6.0 12.9 141 7.8
None 98.4 88.1 89.8 824 83.4 91.0
Increase

Technology/Machinery
Significant 0.0 0.6 3.1 4.8 2.2 1.0
Slight 14 9.6 8.1 8.1 12.3 6.8
None 98.6 89.8 88.8 87.1 85.5 g2.2
Quality of Service/

Product
Significant o 1.4 1.9 1.7 1.3 1.0
Slight 3.2 9.3 8.4 14.5 12.0 7.7
None 968 _  __8%3 897 83.8 . 867 813 |
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Firms were then asked about the impact of the minimum wage
on aspects of their business such as morale, productivity, retraining,
subcontracting, turnover and industrial relations. We see in Table
4.13 that most firms said in each instance that the minimum wage
had no effect in any of these areas. Among the minority who szaid
there was some effect, most felt that morale had improved,
productivity had increased, and industrial relations had improved.
The most even divide was in the case of staff turnover, where only
8 per cent felt the minimum wage had an impact but 3 per cent
then said it had decreased and 5 per cent that it had increased.
Table 4.14 shows that when firms are categorised by size, effects
across these dimensions were perceived more often in larger than
in smaller firms.




Table 4.13: Firms Classified According to their Perceptions on the Direction of Effect of the Minimum Wage on a Number of Areas of Business, by Sector
[ Effect of Minimum Wages on
Bullding & Manfi Textile Other Manuf. & Retail Whotesale Prop/Rent/ Hotels/Rest/ Bar Pers & Other Total
Construction & Appare! Production Bus. Serv. Services
Staff Morale
Decrease 0.4 18 0.9 20 1.6 05 0.8
No eftact 96.1 81.0 88.2 824 876 g97.0 721 89.4 87.4
Increase 35 17.2 10.9 . 1586 10.7 3.0 2748 101 11.8
Productivity
Decrease 0.4 16 0.9 08 0.3 0.3 0.5
No effact 95.9 83.0 92.0 88.2 94.3 97.8 88.6 94.7 92.8
Increase 37 17.0 6.3 10.8 49 2.2 11 50 6.7
Staff Retraining/
upgrading
Decroase 0.2 0.9 16 02 0.6 0.3 0.6
No effect 99.6 93.3 3.1 92.7 925 97.8 94.1 96.2 95.3
increase 02 6.7 6.9 6.3 58 24 53 35 4.1
Subcontracting =
Dacreasa 0.4 0.7 0.8 0.3 1.0 0.4 5
No effect 99.0 93.1 95.6 95.5 96.6 97.5 97.5 99.0 97.3 g
Increase 086 6.9 36 45 26 25 2.2 24 a]
&
Staff Turnover 2
Decrease 31 1.3 1.7 1.6 16.3 1.0 34 g
No effect 96.3 86.4 927 929 925 97.0 73.7 95.8 82.0 ;-
Increase 06 13.6 6.0 5.4 5.8 30 10.0 3.2 47 z
9
Industrial Relations Q
Decrease 3.1 5.1 11 0.9 08 0.6 0.3 0.9 g
No effect 96.5 87.9 95.1 95.2 942 97.9 97.2 87.4 96.3 z
| Increase 0.4 6.9 3.8 3.9 5.0 2.1 2.2 2.3 2.7 =
=
g:
3
-
wh
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Table 4.14: Firms Classified According to their Perceptions on the Direction of Effect of the Minimum Wage on a Number of Areas of Business, by Size | <
" dorless 290 Engaged 10-34 Engaged 35-99 Engaged 100+ Engaged Total o
Staff Morate o
Decrease 06 0.4 1.7 29 2.1 0.8 p
No effect 94.7 85.3 82.3 7568 841 87.4 2
Increase 47 14.3 16.0 214 13.8 11.8 &
o
=]
Productivity =
Decrease 06 1.9 15 0.8 0.5 Z
No effect 96.2 91.9 89.2 88.2 92.3 92.8 g
Increase 32 8.1 88 10.3 6.9 6.7 Z
&
Retraining and &
Upgrading of the Staff 2
Decrease 0.4 20 19 1.3 0.5 E
No effect 97.4 96.8 80.7 86.0 88.8 95.3 -_;1
Increase 28 28 7.3 121 9.8 4.1 =
&
 Amount of
. Subcontracting
1 Decrease 0.0 23 0.4 16 0.4
* No effect 98.3 98.0 939 95,2 927 97.3
Increase 1.7 19 39 4.4 5.7 24
. Staff Tumover
| Decrease 55 17 4.4 8.8 33
No effect 99.0 89.8 89.0 86.2 79.3 92.0
Increase 1.0 4.7 93 9.8 11.9 4.7
Industrial Relations
Decrease 1.3 13 2.2 1.3 0.9
, No effect 97.8 96.9 94.0 93.5 89.1 96.3
Increase. 2.2 1.8 4.7 4.3 9.6 2.7
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4.4

Conclusions

SOURCES OF INFORMATION ABOUT THE MINIMUM WAGE

Finally, firms were asked about sources by which they received
information about the minimum wage. We see in Table 4.15 that
about three-quaners said they had got information about the
minimum wage {rom television advertising, and the same
proporion had done so from newspaper advertisements. About
two-thirds had received information from radio advertising, and
half had done so from information leaflets or booklets. About one-
third had received information from employers’ organisations, and
44 per cent had received information from the Depanment of
Enterprise, Trade and Employment.

Table 4.15: Firms Classified According to Whether or not they Have
Received Information on the Minimum Wage from a
Number of Sources

Source %

Yes No Total
TV Advertisement 733 26.7 100.0
Radio Advertisement 66.6 33.4 100.0
Newspaper Advertiserent 740 26.0 100.0
tnformation leaflets/booklets 45.9 54.1 100.0
Employees 12.5 87.5 100.0
Employer/Business Organisation 35.0 65.0 100.0
Department of Enterprise, Trade and 44.0 56.0 100.0
Employment
Other_Source 9.5 90.9 100.0

In this chapter we have presented the responses of firms in the
recent survey o guestions about their knowledge of the minimum
wage and their perception of its effects. While virtually all had
heard about the minimum wage, significant proportions did not
know exactly when it had been introduced or the exact level wt
which it was set. Overal! only a small minority had availed of the
reduced rates payable for young/inexperienced workers, though
about one-quarter of firms with employees paid IR£4.50 or less per
hour had done so — most often, the reduced rate for those under
18 years of age.

About 85 per cent of firms said none of their employees had
received an increase in pay as a direct result of the minimum
wage. However, almost half the firms with employees paid IR84.50
or less said some employees had received such an increase.
Overall, about 5 per cent of employees were said to have received
such an increase; in textiles and clothing, retailing  and
hotels/restaurants/bars that figure was in the 7-12 per cent range.
About 13 per cent of firms said that they had (o increase pay rates
for some employees above the minimum wage 1o restore
differentials.

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

When asked about the impact on employment, only 5 per cent
of respondents (16 per cent in firms with significant numbers of
low paid employees) said they would be employing more people
today in the absence of the minimum wage. This additional
employment would represent an extra 5,000 employees across all
firms in the population. Flowever, almost half of this total was in
firms which did not actually employ anyone paid 1R$4.50 or less.
This, and the extent of the general pressure on wage levels,
suggests that the figure of 5,000 extra jobs is if anything an over-
estimate.




5.1
Introduction

5.2
Distribution of
Workers by
Hourly Pay

5. CHANGES IN PAY
STRUCTURES BETWEEN THE
TWO SURVEYS

Up to this point in the report our focus has been primarily on
the business enterprise, its characteristics and its perceptions of
the impact of the minimum wage on employment levels elc. In
this chapter we now change the emphasis somewhat from the
enterprise per se 10 a consideration of pay structures and changes
in those structures over the period 1999 10 2001 - i.e. berween the
first and second rounds of the survey. The objective of the chapter
is to present a profile of employees according to their basic hourly
pay rate and how this varies between full-time and part-time swalf;
males and females; industrial sector; and age cohort. The main
focus throughout the chapter rests on the important 1RE4.50 per
hour hasic pay threshold. Although the emphasis is on the
employee profile as depicted by the 2001 survey we also provide
comparative figures throughout in respect of the pre-minimum
wage situation as capiured in the first round of the survey at the
end of 1999,

in Section 5.2 we look at the workforce in terms of ranges of
hourly pay rates, including differences by gender and age. Section
5.3 briefly outlines the breakdown of employees below IR$4.50
per hour according to occupation. Finally, Section 3.4 provides a
brief summary of the main findings presented in the chapter.

In this section we consider changes in the distribution of workers
according to their hourly basic pay scales. In the course of the
questionnaire respondents were asked to provide a breakdown of
all persons engaged in their enterprise according o a four-fold

"'Note that in this chapter we present the data from the two rounds of the survey as
two independent cross-sections, in contrmst 1o the longitudinad analysis presented in
Chapter 6 below.

*In deriving the employment distributions presented in this chapter we used the
employment-based weight described above. This essentially treais cach enterprise as
a cluster of emplovees and assigns 10 each a weight in proponion 10 the
breakcdown of its workforce.

49
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classification of hourly rtes, namely IR£4.50 or less per hour,
IRL4.51 1o IRE3.30 per hour; IR5,51 to TR£6.50 per hour; more than
IRE6.50 per hour. These basic Dbreakdowns were further
disaggreated in terms of gender and also broad age cohort.” Qur
principal focus throughout is on changes relative to the all-
important threshold of 1R&4.50 per hour.

BREAKDOWN OF STAFF BY PAY SCALE AND SECTOR

Table 5.1a provides summary details on the percentages of full-
time, part-time and all workers who fell into each of the four pay
grades in both 1999 and 2001. The detailed sectoral breakdowns
are presented in Table 3.1b.

Table 5.1a: Summary Details on Persons Engaged Classified According to Broad Pay Scale
and Whether or Not Engaged on a Full-Time or Part-Time Basis for 1999 and 2001

IRE4.50/r IRE4.51 - IRES.51 - IREG.51 or Over Total Total TotalN TotatN
or Less £5.50 £6.50
1999 2001 1999 2001 1999 2001 1999 2001 1999 2001 1999 2001

Full Time 13.7 22 158 106 178 16 529 71.1 100 100 741,000 1,048,100
Part Time 64.4 169 178 361 104 166 74 30.4 100 100 126,700 174,500

All 21.1 43 161 142 165 162 463 653 100 100 867,700 1,222,600
Persons

Table 5.1a shows that a rtotal of 21 per cent of all persons
engaged in 1999 were paid a basic hourly rate of IR£4.50 or less.
By 2001 this figure had fallen o just over 4 per cent of all
workers, Details on comparable percentages for full-time and part-
time workers are also given in the wble. One can see, for
example, that in 1999 a total of 14 per cent of full-time workers
were paid IR$4.50 or less per hour. By 2001 this percentage had
failen to a litde over 2 per cent. Similarly, in 1999 a total of 64 per
cent of part-time workers were paid less than 1R£4.50 per hour.
This figure was reduced 1o 17 per cent by 2001, By any stanclards
chosen these changes would appear o represent very substantial
reductions in the “risk” of falling into the lowest pay grade
outlined in the table. Notwithstanding the improvements made
over recent years, however, one should note that the 4.3 per cent
of persons engaged who currently receive IR$4.50 or less
represents approximately 52,600 persons, 23,000 of whom are
employed on a full-time basis. This is a subsuantal reduction,
particularty in the context of a rapidly expanding labour force
from the estimated 183,000 persons paid less than IRE4.50 per
hour in the 1999 survey,

? Almost all respondents were able 10 provide good information on basic pay
grades disaggregated by gender. A small number were less forthcoming regarding
the cross-classificmion of staff into pay grade and uge cohort, which required quite
2 degree of collating of information from personnel files especially in larger firms.
Standard imputations were made for the disaggregation of basic pay grades into
broad age cohort in respect of the relatively small number of cases (approximately
40) where details were not provided by the respondent.
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One can also see from the table that the percentage of full-time
workers in the basic pay scale IR£4.51 - £5.50 also fell over the
period in question - from 16 per cent to 11 per cent. In contrust,
the percentage of part-time workers in this pay scale increased
from 18 per cent o 36 per cent. This may suggest that upward
trends in hourly rates resulted in a substantial proportion of par-
time workers moving from IR£4.50 or less to the slightly higher
category of IRE4.51 — £5.50 per hour. This observation must also
be balanced, however, by noting the substantial growih in the
percentage of part-time workers being paid [R£6.51 or more —
from 7 per cent in 1999 10 30 per cent in 2001.

A detailed sectoral breakdown of the information contined in
Table 5.1a is provided in Table 5.1b. If one focuses on all persons
engaged in the lowest pay category (the bouom section of the
table) one can see that in 1999 the “risk” of falling into this group
was highest in the Hotel/Restaurant/Bur sector (49 per cent). This
was followed by the Retail sector (39 per cent) and Manulacture
of Textiles and Apparel (33 per cent). These three sectors stood
out in the earlier survey as having particularly high rates of low
paid employees. It is clear from the tble that by 2001 the
situation has improved dramatically across all sectors. One can
see, however, that the “risk®™ of low pay in the
Hotels/Restaurants/Bars sector (14 per cent) and also the Retail
sector (10 per cent) is stll subsantially above that in all other
sectors.

This means, for example, that the “risk” or probability of being
paid IRE4.50 or less per hour in the remil sector is 2.3 times the
aggregale average probability for all sectors combined. The
chances of persons engaged in the Hotels/Restaurants/Bars sector
of being paid [RE4.50 or less per hour is 3.2 times the aggregate
average of all workers in general. These trends reflect a substantial
fall in the absolute number of persons paid at IR£4.30 per hour or
less in both sectors. The figure in retailing fell from an estimated
37,000 in 1999 o 19,000 in 2001. Comparable figures for the
Hotel/Restaurant/Bar sector are 47,500 persons in 1999 10 15,000
in 2001. To greater or lesser degrees the same overall rends in
regard 1o the Retail and Hotel/Restaurant/Bar seclors are apparent
among both pan-time and full-time swff. Although part-time
workers in the Wholesale sector appear 1©0 be relatively
disadvanitaged, it should be noted that this group accounts only
for an estimated totl of 4,800 persons. This means that the 28.7
per cent of part-time workers in the sector who are paid 1R£4.50
or less represent in the order of 1,400 persons.
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Table 5.1b: Persons Engaged Classified According to Broad Pay Scale; Sector and Whether or
not Engaged on a Full-Time/Part-Time Basis, 1999 and 2001

~ IRE450 per

Hour or Less

Full Time
Build/Con
Man Te/Ap
Oth Man
Retail
Wholesale
Ban/Fin/Bus
Hot/Res/Bar
Per & Other

. All Sectors

" Part Time
Build/Con
Man Tel/Ap
Qth Man
Retail
Wholesale
Ban/Fin/Bus

' Hot/Res/Bar
Per & Other
All Sectors
All Persons
Build/Con

" Man Te/Ap
Oth Man

. Retail

" Wholesale
Ban/Fin/Bus

' HoVRes/Bar

. Per & Other
All Sectors

1999

9.0
32.2
89
24.0
14,2
59
313
1.9
13.7

12.2
42.6
221
80.8
67.2
57.8
79.0
380
64.4

9.1

33.2

9.7

388
22.5
10.7
49.3
148

... 2

2001

2.3
29
1.9
3.5
08
0.8
8.5
1.3
2.2

IRE4.51-£550 TRE5.51-£6.50 IREG50 orMore  Total

1999 2001 1999 2001 1899 2001 1999 2001
10.9 3.2 204 9.2 59.7 85.4 100.0 100.0
23.0 23.0 14.9 40.6 29.9 3335 100.0 100.0

17.6 106 202 228 533 648 1000 1000
236 200 208 226 317 538 1000 100.0
19.7 9.2 19.0 190 4741 708 1000 100.0

7.6 5.2 10.9 113 756 827 1000  100.0
27.1 39.2 152 242 263 281 1000 1000

8.8 4.0 16.8 68 625 880 1000 1000
15.8 10.6 176 16.1 52.9 711 1000  100.0

3.0 72 409 93 439 814 1000 1000
3.7 26.0 165  57.0 6.2 10.7 1000 1000
24.2 268 450 315 8.7 357 1000  100.0
13.3 36.3 3.0 1422 29 271 1000 100.0
21.2 35.2 4.6 9.7 69 264 1000 1000
176 24.1 10.4 14.0 14.1 501  100.0 1000
16.7 63.7 4.1 10.8 0.2 26 1000  100.0
25.5 12.8 123 244 242 575 1000  100.0
17.8 36.1 10.4 16.6 7.4 30.4 1000 1000
10.6 33 212 92 591 852 1000 1000
24.1 233 150 426 277 30.8 1000  100.0
18.0 115 216 232 507 632 1000  100.0
20.9 25.1 16.2 198 242 448  100.0  100.0
19.9 116 16.7 182 408 668 1000 1000

85 6.7 10.8 115 699 803 1000  100.0
23.2 48.1 1.0 19.3 16.5 188 1000 1000
10.8 5.1 16.3 9.0 580 841 1000 1000
161 14.2 16.5 _ 16.2_ _46.3_ 653 __100.0 _ 100.0

The detail of Table 5.1b also clearly shows that not only does
the Hotel/Restaurani/Bar  sector  have  substantially  higher
percentages in the lowest pay cuegory but they also have
correspondingly lower percentages in the highest cutegory of
IR£6.50 or more. Only 19 per cent of persons in the sector receive
a basic hourly rate of IR£6.50 or more. This compares, {or
example, with sectoral towls of 80 per cent in Banking/
Finance/Business  Services, 85 per cent in  Building and
Construction and 84 per cent in Personal and Other Services.

Table 5.2 further explores the issue of the sectoral incidence of
low pay. The figures presented in the tble shift the focus lrom
the “risk” of low pay 0 its “incidence” or concentration within
each of the sectors in question. We can begin by concenirating on
the bouom segment of the table relting to all persons. Columns
A, B and C present figures in respect of 2001, These indicare, for
example, that Building & Construction accounted for just under 12
per cent of all relevant workers (Column B); Manufacture of
Textiles & Apparel accounts for 1.2 per cent of all workers; Other
Manufacturing for 23.3 per cent and so on. Column C shows the
distribution by sector of the 4.3 per cent ol all workers in 2001
who are paid IRE4.50 or less. In other words, it provides a
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Table 5.2: Persons Paid IRE4.50 or Less Per Hour Classified by Sector and Whether or Not
Engaged on a Full-time or Part-time Basis

Full Time

Building & Construction
Manf, Textiles and Apparel
Other Manufacture

Retail

Wholesale
Banking/Finance/Business
Hotels/Restaurants/Bars
Personal & Other Services
All Sectors

Part Time

Building & Construction
Manf. Textiles & Apparel
Other Manufacture

Retail

Wholesale
Banking/Finance/Business
{Hotels/Restaurants/Bars
}Personal & Other Services
All Sectors

All Persons

Building & Construction
Manf, Textiles & Apparel
Other Manufacture

Retail

|Wholesale
|Banking/Finance/Business
|Hotel/Restaurants/Bars
]Personar & Other Services
AU Sectors

2001 1999
All Per Cant Per Cent of Per Cont Par Cent of
Persons  All Persons IRE4.50 or All Persons IRE4.50 or
Less/Hour Less/Hour
(A) 8) (C) (D) (E}
139,700 13.3 13.6 8.7 57
13,100 1.2 1.6 2.2 5.2
268,800 25.6 21.5 28.4 18.5
126,300 121 19.3 148 25.9
47,700 4.8 1.7 5.1 5.3
200,100 19.1 6.5 17.4 7.5
69,900 6.7 255 8.1 18.6
182,500 17.4 10.2 15.4 13.4
1,048,500 100 100 100 100
5.300 30 0.4 1.8 0.3
1,800 1.0 0.4 1.3 0.9
15,700 8.0 32 10.2 3.5
64,500 37 49 304 38.1
4,800 2.8 4.7 55 5.8
16,200 9.3 6.5 10.3 9.3
40,100 23.0 3.2 286 351
26,100 15.0 4.7 11.8 7.0
174,500 100 100 100 100
145,000 1.9 6.2 7.7 33
14,900 1.2 0.9 21 33
284,500 233 1.3 258 11.8
190,800 15.6 359 17.0 31.3
52,500 43 3.4 5.1 5.5
216,300 17.7 6.5 16.4 83
110,000 9.0 28.7 1.1 26.0
208,600 17.1 74 14.9 10.5 |
1222600 w0 w00 0 w0

breakdown of the 4.3 per cent (52.600) of all workers who are
paid 1RE4.50 or less across the industrial sector, If workers in the
lowest paid category were distributed evenly across sectors as a
pro rata busis with total employment, the percentage figures in
Columns B and C of Table 5.2 would be the same. The degree 1o
which the figure in Column C is different from that in Column B is
a measure of the concentration or otherwise of low paid workers
in the sector in question. On this basis, we can see that Building &
Construction; Other Manufacturing; Bunking/Finance/Business and
Personal & Other Services are all substantially “under-represented”
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in terms of their “share” of low paid workers. In contrast, Retailing
has 2.3 times as many as it would have if low paid workers were
distributed as a pro rata basis with all employees. Similarly, the
Hotels/Restaurant/Bar sector has 3.2 times “too many” low paid
staff.

It is interesting 1o note that according to this simple measure of
concentration the Retailing and Hotel/Restaurant/Bar sectors have
both experienced an increase in the degree of over-concentration
of low paid staff over the period 1999 10 2001. The figures in
Table 5.2 show that in 1999 Retailing had an over-representation
of low paid staff of the order of 1.8 (17 per cent of all persons
engaged compared with 31.3 per cent of low paid workers). By
2001 this had increased to 2.3 times. Similarly, in 1999 the
Hotel/Restaurant/Bar sector had an overconcentration of the order
of 2.3 times. By 2001 this had increased 10 3.2 times. In summary,
therefore, although the risk of being low paid fell substantially in
both the Retailing and Hotel/Restauran/Bar sector the share of
low paid workers accounted for by each of the sectors in question
rose slightly over the period.

BREAKDOWN OF STAFF BY PAY-SCALE, SECTOR AND GENDER

Table 5.3 provides details on the breakdown of employees in 2001
classified according to broad pay-scale, sector and gender. We can
see that the risk of being in the lowest pay category is 2.7 per cent
for males compared with a ligure of 7.3 per cent for females. This
means that a female's probability (in aggregate across all females)
of being in the lowest pay group is 2.7 times that of her male
counterpart. One can se¢ from the table that this gender
differential is marginally higher for females who are engaged on a
full-time Dbasis as compared with those engaged on a par-time
basis. The rate among full-time females is 2.2 times the
comparable male figure (3.6 and 1.6 per cent respectively).

The gender ratio for part-time workers is only 1.3, with a male
rate of 14.1 per cent and a female rate of 19.1 per ceni. This
would seem to imply that par-time status takes precedence over
gender in determining differences in low pay risk probabilities. In
other words, if one is engaged on a part-lime basis one will be
seriously disadvantaged in terms of risk of low pay regardless of
gender. Indeed, a part-time female worker has a risk of being in
the low pay category which is 5.3 times that of her full-time
female counterpart. A pan-time male worker has a risk of being in
the low pay category which is 8.8 times that of his full-time

counterpart.




Table 5.3: Persons Engaged Classified According to Broad Basic Pay Scale; Gender; Whether Full-time/Part-time and Sector

Males Females
£450 £451- £5.51- £4.50 £4.51- £551-
SECTOR or 5.50 6.50 £6.50+ Total Total N or 5.50 6.50 £6.50+ Total Total N
Less Less
Per Cent Per Cent
Full Time
Build. & Construction 2.3 32 9.4 85.0 100.0 130,400 03 28 8.2 88.7 100.0 9,300
Manf Textile & Apparel 1.2 21.7 41.8 35.3 100.0 7000 48 24 4 39.2 315 100.0 6,100
Other Manufacturing 1.4 8.6 191 709 100.0 174700 28 14.3 29.6 533 100.0 94,100
Retail 38 15.4 17.8 62.6 100.0 66,200 3.7 216 253 40.2 100.0 60,100
Wholesale 1.1 7.4 17.5 74.0 100.0 34,100 0.2 13.8 231 629 100.0 13,600
Banking/Business 04 7.0 10.2 825 100.0 114,500 13 29 12.7 83.1 100.0 85,600
Services
Hotel/Restaurant/Bar 5.4 28.5 26.8 39.3 100.0 28,500 106 46.6 224 204 100.0 41,400
Personal & Other 0.5 3.8 6.6 89.2 100.0 120,100 4.0 8.0 13.3 747 100.0 62,400
Services
TOTAL 1.6 8.2 14.1 76.0 100.0 675400 3.6 15.8 215 59.1 100.0 372,600
Part Time
Buitd & Construction 2.0 83 9.7 79.9 100.0 4200 2.7 2.7 8.1 86.5 100.0 1,100
Manf Textile & Apparel  22.7 50.0 27.4 0.0 100.0 100 4.9 24.0 59.5 11.6 100.0 1,700
COther Manufacturing 9.0 308 358 24.4 100.0 5700 43 24.5 29.0 42.4 100.0 10,000
Retail 279 50.2 11.7 10.2 100.0 15,000 228 345 15.2 273 100.0 49,400
Wholesale 30.7 38.0 8.0 23.2 100.0 2,600 263 321 11.7 300 100.0 2,200
Banking/Business 13.0 269 289 31 100.0 4900 114 22.8 74 58.4 100.0 11,300
Services
Hotel/Restaurant/Bar 13.2 71.2 128 2.7 100.0 15,500 29.2 58.9 9.4 25 100.0 24,600
Personal & Other 0.9 14.5 23.5 61.0 100.0 10,700 83 11.6 250 55.0 100.0 15,400
Services
TOTAL 14.1 417 17.8 26.4 100.0 58,800 191 341 16.3 30.5 100.0 115,700
ALL PERSONS
Build. & Construction 2.3 34 9.4 849 100.0 134,600 06 28 8.2 88.5 100.0 10,400
Manf Textile & Apparel 1.6 222 416 346 100.0 7100 498 244 43.5 272 100.0 7.800
Qther Manufaciuring 1.6 9.3 19.6 69.4 100.0 180,400 2.9 15.3 295 52.2 100.0 104,100
Retail 8.3 223 16.6 52.7 100.0 8,200 127 28.7 22.1 36.5 100.0 109,400
Wholesale 3.2 96 16.8 70.4 100.0 36,600 39 16.4 214 58.2 100.0 15,800
Banking/Business 0.9 7.8 11.0 80.3 100.0 119,400 2.4 5.2 2.9 80.2 100.0 96,800
Serwvices
Motel/Restaurant/Bar 8.2 43.5 219 26.4 100.0 44000 175 51.2 176 13.8 100.0 66,000
Personal & Qther 0.5 49 8.4 86.2 100.0 130,700 5.1 89 16.2 69.8 100.0 77,800
Services
TOTAL 2.7 11.0 14.4 71.9 100.0 734200 7.3 20.2 20.3 52.2 100.0 488,400 |
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When one considers male/female differences by sector one can
see that the absolute percentage poimt difference is largest in
respect of the Rewil and Hotel/Restaurani/Bar sectors. When
measured as a rtio of females 16 males, however, one finds that
the maximum differential is in the Personal & Other Services
sector. A total of 3.1 per cent of females compared with 0.5 per
cent of males in Personal & Other Services fall into the lowest pay
category. This means that females in the sector have 10 times the
risk of males of being in the lowest pay category. The sector
contains an estimated total of 131,000 males and 78,000 females.

Table 5.4 provides comparative details on the percentage of
males and females in each broad basic pay category in the 1999
and 2001 surveys. From the botom segment in the table one can
see that the percentages of both males and females in the lowest
basic pay category (IR£4.50 or less per hour) have fallen
substantially berween the two rounds of the survey, The ligures
for males fell from 13 per cent in 1999 1o 2.7 per cent in 2001,
while that for females fell from 30.5 per cent in the earlier year 10
7.3 per cent in the most recent survey. Similar substantial falls in
the percentages of both full-time and parn-time staff who fall into
this low pay category are evident from the table.

Table 5.4: Comparison of Percentages of Males and Females in Each Broad Basic
Pay Scale in the 1999 and 2001 Survey

i B Basic Hourly Pay Scale B

! £4.50 or Less £4.51 -£550 £551-£6.50 £6.50 + Total

Full Time Par Cent

Males 1999 10.3 12.4 17.8 59.5 100

l 2001 16 82 14.1 76 100

Fermnales 1999 19.8 209 17.4 419 100
2001 36 15.8 215 58.1 100

Part Time

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

Females 1999 67.7 17.2 9.8 53 100
2001 191 34.1 16.3 30.5 100

All Persons

Males 1999 15 13 17.2 54.8 100
2001 2.7 i1 14.4 71.9 100

Females 1899 30.5 20.1 22 419 100
2001 7.3 20.2 20.3 52.2 100

BREAKDOWN OF STAFF BY PAY-SCALE, SECTOR AND AGE
COHORT

In Table 5.5 we consider the percentages of persons engaged in
each puy grade classified by broad age group in 2001, The figures
show that there are very substantial differences within the three
age cohorts in terms of the percentage of workers classified in the
lowest pay category. From the bottom row of the wble one can
see, for example, that almost 50 per cent of the 37,900 persons




Table 5.5;: Employees by Pay Category 2001

SECTOR

FULL TIME

Build &
Construction
Man! Taxdiie &
Apparel
Other
Manufacturing
Retail

Wholesale

Banking/Business
Sarvices

Hotal/Restaurant/
Bar

Personal & Other
Sarvices

TOTAL

PART TIME

Build &
Canstruction
l Manf Textilo &
Apparal
Other
Manufacturing
| Retail
b Wholssale
Banking/Business
Sarvices
HotelVRestaurant/
Bar
| Personal & Other
Services
i TOTAL

18 Years or Loss
£4.50 £4.51- £551-
or 5.50 6.50 £6.50+
Less

Per Cent

47.5 259 219 4.8
46.2 30.8 s 1.5
18.7 28.6 249 26.8
ne 542 10.0 4.1
M7 305 271 7.6
51 10.2 204 64.3
46.4 511 2.1 0.4
67.2 31 18.2 11.5
9.9 8.3 131 8.7
10.9 89.1 0.0 0.0
100.0 00 0.0 0.0
ar.2 526 101 0.0
57.8 422 0.0 0.0
51.5 455 3.0 0.0
0.0 100.0 0.0 0.0
61.9 36.7 1.5 0.0
59.9 251 0.0 15.0
57.4 41.0 0.8 0.8

Total

Total
18
Years
or
Less

3.000
200

2,200

20.800

£4,50

or

Less

8.0
1.6
4.7

4.8
1.6
0.5

8.4

4.0

1.4
5.2
7.7

256
338
201

227
4.5
20.7

£4.51-
5.50

10.9

" 384

20.5

382
20.7
8.1

51.7

74

25
19.0
39.6

54.5
426
58.4

66.0
19.0

54.7

19-25 Years
ES.51
£5.50 £6.50+

Par Cent

26.7 56.5
50.5 1.7
322 428
33.7 233
323 454
17.8 5.7
245 9.5
1.8 791
258 48.5

7.4 82.7
58.7 17.2
35 18,2
13.8 6.2
215 24

29 18.6
104 0.9
45.6 308
159 a7

Total

100

Total
19-25
Years

29,100
3.500
67,400

32,700
10,200
43,000

30,200
38,100

254,100

400
5,000

17,400
900
4,800

22,300
3.900

55,300

£4.50

or

Lass

00
26
0.7

18
0.3
08

28
0.5

08

0.7
4.0
3.3

84

25.2

B.5
9
24

]

£4.51-
5.50

05
18.0
7.1

118
58
5.0

213
31

6.3

03
28.5
19.0

25.2
323
9.2

72.8

10

£5.51
-6.50

Per Cent

4.1
315
19.6

19.1
15.2
84

273
53

1341

104
58.1
313

19.4
7.2
18,7

16.2
219

204

"7726 Yoars or More

£6.50+ Total 26

95.5
41.9
T2.7

67.2
78.6
84.8

48.6
91.1

79.9

886
9.4
454

470
353
636

7.2
64.7
488

e ———

100 107 600
100 9500
100 199200
100 89,500
100 37.100
100 136.500
100 34.500
100 142,900
100  776.500
100 4,300
100 1.400
100 10,10¢
100 34,800
100 3.600 |
100 11,400
100 11,800
100 21,100
100 98,500
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Table 5.5: Employees by Pay Category 2001 {cont.}

18 Years or Less ’ © T 192SYears 26 Yaars or More
£4.50 £4.51- £5.51. Total £4.50 £4.51- £5.51 Total £4.50 £4.51- £551 Totatl
SECTOR or 5.50 6.50 £6.50+ Total 18 or 5.50 -6.50 £6.50+ Total 19.25 or 5.50 £.50 £6.50+ Total 26
Less Years Less Years Less Years
or or
Loss More
Per Cent Per Cent Per Cent
ALL PERSONS
Build & 433 332 19.3 42 100 3,400 6.0 107 263 570 100 20600 0.0 04 43 95.2 100 111,900
Consiruction
Manf Textile & 56.3 250 93 93 100 200 20 s 51.3 12.3 10¢ 3,800 28 154 401 377 100 10,900
rel
Otx?a 235 338 21.7 210 100 2.800 49 218 323 41.0 100 72,400 0.8 7.7 201 7.4 100 209,300
Manufacturing
Ratail 51.3 452 25 1.0 100 16,300 120 439 268 17.3 100 50,100 7 15.6 19.2 615 100 124,400
Wholesale 424 7.3 16.1 4.1 100 700 4.3 22.5 4 41.7 100 11,200 25 8.2 145 748 100 40,600
© Banking/Business 46 18.5 18.5 58.4 100 600 2.4 1.4 16.3 69.9 100 47,800 1.3 53 10.1 833 100 167,900
Servicas
Hotel/Restaurant/ 54.8 434 1.8 0.2 100 11,200 14.5 61.2 18.5 S8 100 52,500 31 KX 244 38.1 100 48,300
Bar
| Personal & Other 64.0 12.7 10.3 13.0 100 2,700 1.9 85 149 748 100 42,000 0.7 4.9 7.4 87.7 100 163,800
Services

_ToTAL 49.5 39.7 6.3 44 100 37,900 7.0 7.8 23.9 414 100 309.400 14 8.3 13.9 76.4 100 875,300

SIWHI HSTHI NO HDVA INTUNINI HELL 0 IDVAN] L 8c
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aged 18 years or less earn an hourly basic of less than 1R£4.50.
The comparable figure for 19-25 year old workers is 7 per cent
falling 10 only 1.4 per cent for persons aged 26 years or more.
Similar trends are apparent for both full-time and parn-time
workers. One can see that as many as 57 per cent of parttime
workers aged 18 years or less receive a basic hourly salary of
1RE4.50 or less. This compares with 40 per cent among young full-
time staff.

Table 5.6 provides comparable infermation on the percentages
of each age cohort at both rounds of the survey which fall into
each of the four hourly basic pay scale categories. If one first
considers the situation relating to all persons engaged, one can
see that the risk of falling into the lowest pay category has fallen
for persons in all age cohorts since the first survey in 1999. For
example, one can see that for persons aged 18 years or less the
risk has fallen from 81 per cent to 49 per cent between 1999 and
2001. The figure for 19-25 year old workers has fallen from 34 per
cent to 7 per cent over the period in question and from 11 per
cent to just over 1 per cent for those aged 26 years or more.
Although the largest percentage point difference berween the two
years in question is apparent in the 18 year old or less group, the
largest percentage reduction in risk levels is in the older two age
cohoris. It is apparent from the table that these trends are
repeatecdd  among  both  full-lime and  part-ime  workers.

Table 5.6: Comparison of Percentages of Each Broad Age Cohort in the 1999 and 2001

Surveys which Fell into the Four Hourly Basic Pay Scale Categories
Basic Hourly Pay
£4.50 or Less £4.51-£5.50 £5.51£6.50 £6.50 + Totals
Full Time (Per Cent)
18 yrs or less 1999 62.6 1.9 2.2 23.3 100
2001 39.9 38.3 13.14 8.7 100
19-25 years 1999 24.2 26.5 203 29 100
2001 4 219 2586 48.5 100
26 yrs + 1999 7.7 114 17 63.9 100
2001 0.8 6.3 13.14 79.9 100
Part Time
18 yrs or less 1999 97.9 21 0 0.1 100
2001 57.4 41 0.8 0.8 100
19-25 years 1999 74.2 14.4 9.5 1.9 100
2001 20.7 54.7 15.9 8.7 100
26 yrs + 1999 42.1 271 15.3 15.5 100
2001 6.3 246 20.4 48.8 100
All Persons
18 yrs or less 1999 80.6 6.9 1.1 11.5 100
2001 49.5 39.7 6.3 4.4 160
19-25 years 1999 345 24 18.1 23.4 100
2001 7 27.8 239 41.4 100
26 yrs + 1999 11 129 16.9 59.2 100 .

2001 1.4 8.3 13.9 76.4 100 i
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5.3
Occupational
Grade and
Level of Pay
Among Low
Paid Workers

In this section we briefly consider two aspects of those who
receive a hasic hourly rate of 1R$4.50 or less. We first discuss their
distribution according to occupational grade before moving on to
examine in broad terms their level of pay.

OCCUPATIONAL GRADE OF WORKERS RECEIVING IR£4.50 OR
LESS PER HOUR

Table 5.7 presents details on the distribution of those who receive
IRE4.50 or less per hour by occupational grade lor 1999 and 2001.
For both years we show the distribution of low paid workers and
also the distribution of all workers according to occupational
categories. By comparing both sets of figures one can identify
grades in which low paid workers ure over- or under-represented.

The figures in respect of 1999 clearly show that low paid staff
are substantially over-represented in Sales categories and Personal
Services. The former grades accounted for just over 13 per cent of
all persons engaged in 1999. It also accounted for 31 per cent of
those paid IRE4.50 or less per hour. Similarly, the Personal Service
category (which includes catering workers, domestics, cleaners,
laundry workers etc.) accounted for only 8 per cent of all persons
engaged in 1999 while also accounting for 24 per cent of low paid
workers. These figures clearly represent substantial concentrations
of low paid workers in the grades in question. The tble also
shows a less substantial over-representation of low paid workers
among labourers (accounting for 6 per cent of all workers and 9
per cent of low paid workers).

The figures in respect of 2001 indicate that the distributions of
both low paid and all workers by occupational grade have not
changed substantially between 1999 and 2001. But it is clear that
in 2001 we still have substantial over-concentration of the low
paid in Sales and Personal Services occupations with a less
significant concentration among labourers. Notwithstanding some
minor fluctuations in the distributions in other grades the figures
are relatively consistent for other occupations between the two
years in question.

Table 5.7: Distribution by Occupational Grade of Persons who Fall into the Lowest Basic
Pay Category (IR£4.50 Per Hour or Less) in 1999 and 2001

1999 2001
Occupational Grade IRE4.50 or All Engaged IRE4.50 or All Engaged
i Less Less
i Managers/Proprietors 34 15.7 37 135
i Eng/ScifComputer/Other Professional 0.2 6.2 0.2 7.0
Eng/ScifCompl/Associ Professional 0.2 3.8 0.7 48
| Clerical/Secretarial 49 13.7 24 120
Skilled Main/Skilled Production 7.0 10.1 12.1 114
Production Operatives 16.9 17.1 10.3 15.1
Transport/Communications 23 5.9 2.1 6.1
Sales 31.4 13.3 283 131
Perscenal Services 244 8.1 275 8.5 '
| Labourers 9.4 6.1 12.7 8.6 *
| ToTAL 100.0 100.0 100.0 1000 ___|
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LOW PAID WORKERS CLASSIFIED BY BROAD LEVEL OF PAY

Finally, Table 5.8 presents details on the distribution of persons
who receive IRE4.30 or less per hour classified according to broad
category of amount in both 2001 and 1999. From the top section
of the table one can see that in 2001 a towl of 77 per cent of
persons paid IRE4.50 or less per hour receive between [R$4.00
and IR£4.50. Perhaps somewhat surprisingly, slightly higher
proportions of part-time than full-time workers fall into the R£4.00
-£4.50 per hour than fall below [RE4.00 per hour. The table shows
that this represents a [lairly substantial change from the sitution
which pertained in 1999, when 60 per cent of persons paid less
than 1R&4.50 per hour were paid between [RE4.00-84.50.

Table 5.8: Employees Receiving IRE4.50 or Less Per Hour in 2001 and 1999 by Full-

Time/Part-Time and Pay Level

2001
Full Time Part Time TOTAL
Basic perfhour {n) Per Cent {n) Per Cent (n} Per Cent
IRE4.00-£4.50 16,900 72.7 24,00 81.0 40,900 77.4
Under IRE4 6,300 273 5,600 19.0 11,900 2286
TOTAL 23,200 100.0 29,600 100.0 52,800 100.0
1999
Full Time Part Time TOTAL
Basic perthour (n) Per Cent {n) Per Cent {n) Per Cent
IR£4.00-£4.50 72,300 674 41,300 50.6 113,600 60.2
Under IRE4 34,900 326 40,200 49.4 71,100 39.8
TOTAL 107,200 100.0 81.500 100.0 188,800 100.0
The main concentrations of sub-minimum workers in both
1999 and 2001 were in occupations related to Sales and Personal
Services. The Rewil and Hotel/Restaurant/Bar sectors were the
ones which had the highest concentration of low paid workers.
These are also the sectors with the highest concentrations of
persons who fall into the Sales and Personal Services oceupational
grades. We also noted that just over three-quarters of low paid
workers in 2001 were paid between IRE4.00-84.50 per hour. This
represents a substantial increase as compared to the situation in
1999 when only 60 per cent of low paid workers were in this
hourly income range.
5.4 In this chapter we have considered several aspects of the
- structure of employment both before and after the introduction of
Summary

minimum wage legislation. Our primary focus throughout was on
the percentage of workers who were paid a basic hourly rate of
IR£4.50 when the surveys were carried out in early 1999 and 2001.

We bhegan by considering general changes in the structure of
employment over the period in question. Overall, we found that
there was a remarkable degree of constancy in terms of structures
according to grade; full-time/pant-time breakdowns etc. Within the
context of overall stability one could identify some shifts in cerain
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sectors, Most notable among these was a reduction in the relative
proportion of full-time males engaged in the retiling sector. This
reduction in the proportion of males was compensated for by an
increase in the proportion of female pan-time workers. Finally,
although there was no substantial shift in terms of age
distributions we saw that the percentage of workers in the
youngest age cohorn fell slightly from 5 w© 3 per cent berween
1999 and 2001. It would seem reasonable to assume, however,
that this possibly reflects the tightness of the labour market over
recent years and is driven more by re-entry and increased
participation rates among those in older cohorts rather than by the
effects of the minimum wage.

Having considered general changes in the structure of
employment we moved on to focus, in particular, on the risk and
incidence of low paid workers in 1999 and 2001. We saw that
there wus a very substantial reduction in the percentage of
workers who earned IR84.50 per hour or less — from 21 per cent
in 1999 10 just over 4 per cent in 2001. The risk of being low-paid
was differentinted according w full-time/part-time  status; sector;
gender and age.

Full-time staff had a substantially lower risk of being low paid
than their purt-time  counterparts.  Those engaged in  the
Hotel/Restaurant/Bar and Retail sectors also had a much higher
risk of being low paid than those involved in other areas of
economic activity. Notwithstanding major reductions in risk figures
in all sectors between 1999 and 2001, both Rewmil and
Hotels/Restaurants/Bars still display very high risk levels relative
o other sectors.

Gender differences in terms of risk of being low paid were also
in evidence. Males had a lower risk than their female counterparts
— 2.7 per cent compared with 7.3 per cent of females. We noted
that when fulltime/part-time status was taken into account gender
differences were largely maintained, especially in respect of full-
time workers. The differentials, although siill apparent, were not
as strong for pan-time workers. This suggests to the authors that,
at least to some degree, part-time status takes precedence over
gender effects and can ameliorate the latter to the disadvantage of
both sexes.

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

Finally, we saw in the last section that the main concentrations
of workers below 1R£4.50 were in occupational grades which
were related to Sales and Personal Services.




6.1
Introduction

6. CHANGES IN THE
COMMON SAMPLE OF FIRMS
BETWEEN THE TWO
SURVEYS

In this chapter we consider some aspects of change in the size
and structure of individual firms at the micro level. As explained in
Chapter 2 above, we included two components in the target
sample for the survey. In addition 1o the “new” sample of 1,160
firms which was not previously approached in the first round of
the survey, we also included all 1,062 firms which had successfully
completed a questionnaire in the 1999 survey. A total of 605 of
this latter category participated in the second round of the survey
and are included in the final 1,072 cases which are used in the
analysis outlined in this report.

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

Whilst this type of analysis is extremely revealing and provides
very important insights to the overall change which has taken
place in the workforce, it is panticularly helpful to complement it
with the so-called longitudinal analysis at the level of the
individual firm. This is what we provided in this chapter, based on
the subset of 605 respondents who were common to both rounds
of the survey.
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6.2
Interpretation
and Re-
weighting the
Data for
Longitudinal
Analysis

Two main aspects of the experience of firms are considered.
The first aspect is a consideration of the characteristics of firms
which have gone out of business between the first and second
rounds of the survey. It is of particulur interest in the overall
context of the repon 1o consider whether or not the introduction
of the minimum wage itself was a factor in their closure. Second,
we examine trends in the structure of the workforce at the level of
the individual firm, focusing on changes in the proportion of the
workforce which is sub-minimum wage at both rounds of the
survey,

As noted in Chapter 2 above, one should re-weight or
statistically adjust survey data prior to analysis 1o ensure that they
are representative of the totality of the population from which
they have been selected.  In analysing the 605 firms which are
common to both rounds of the survey, it is necessary to reach a
meaningfully interpretable adjustment or re-weighting of the data.
For the current chapter we have developed two sets of weights for
the subset of cases which were common to both rounds of the
survey. The first of these is based on the enterprise, ihe second on
the employee. These are exactly analogous to the firm-based and
employee-based weights discussed in Chapter 2 in respect of the
main body of the sample.

To implement the two sets of weights for the longitudinal sub-
sample we have grossed the results to the population which
existed in 1999 at the first round of the survey. Accordingly, one
should interpret the results based on the adjusted subset of
questionnaires as if one had been able in 1999 o record
prospective details on the situation of the firm in 2001. This,
therefore, gives us a measure of change over the \wo-year period
at the level of the individual company. By definition this type of
analysis excludes “births” of new firms over the study period. It
focuses on the stock of firms which existed in 1999 and which
continued o exist into 2001. Of these firms it then asks the
question where are they now in terms of employment structure
ele.

It is worth noting that the sample for analysis in this chapter is
substantially reduced from the total of 1,072 firms used throughout
the rest of the report to the common set of 605 firms which
responded in both rounds of the survey, Because of this reduction
in sample size, variances and related confidence intervals around
statistical estimates are correspondingly wider than in early
chupters,
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6.3

Factors
Affecting
Firms Going
Out of
Business

A total of 37 firms from the 1,002 which successfully completed
the first round of the survey did not participate in the second
round because they had gone out of business. This represents an
unweighted 1otal of 5.4 per cent. When the weights derived for
the full 1999 survey are applied we find that the grossed estimate
of the percentage going oul of business over the study period is
8.2 per cent. These were firms which were definitively identified
by interview as having gone out of business by the time the 2001
fieldwork took place, and we look at their characteristics in this
section.

Table 6.1 presents details on the information recorded at the
time of the first survey in 1999 in respeat of itrends in business
volumes and profit levels over the 12 months preceding that
survey. The information is then classified in terms of whether or
not the firm was subsequently found to be out-of-husiness by the
later survey in 2001, From Section A of the table one can see that
those firms which were identified as having gone out of business
by 2001 had a much higher probability of having experienced a
lall in business volumes in the 12 months preceding the first
round of the survey than did their counterparts who were siill in
husiness by the end of the period in question. QOne can see, for
example, that just under 28 per cent of the group of companies
which had gone out of business by 2001 had recorded in the
earlier survey that their business volumes had decreased over the
preceding 12 months. The comparable figure for firms which were
stll in business by 2001 was only 7 per cent.

Table 6,1: Firms Which Participated in the First Round (1999) of the Survey Classified
According to Their Business Status in 2001 and Trends in (a) the Value of Their
Business; (b} Their Over All Profit Level in the 12 Months Preceding the 1999
Round of the Survey

Trends in 1998-99 in:

(a} Business Volumes
Increased

Stayed the same
Decreased

Total

{b) Profit Levels
Substantial Loss
Moderate Loss
Broke Even
Moderate Profit
Substantial Profit
Total

In Business in Qut of Business by All Firms
2001 2001
Per Cent Per Cent Per Cent
56.1 40.2 548
369 321 36.5
7.0 277 8.7
100.0 100.0 100.0
0.8 127 18
5.1 158 6.0 |
214 29.8 221 i
67.6 41.7 655 !
5.1 0.0 47 |
i

100.0 100.0 100.0
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Section (0} of Table 6.1 presents similar details in respect of
the trend in profit levels over the period preceding the first survey
in 1999. From this one can see that almost 28 per ceni of firms
which went out of business by 2001 had recorded a recent loss in
the 1999 survey. The comparable figure for the group of
companies which were still in business by 2001 was just under 6
per cent,

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

Table 6.2: Firms which Participated in the First Round (1599} of
the Survey Classified According to Their Business
Status in 2001 and Sector in 1999

tn Out of
Sector In 1999 Business Business All Firms
In 2001 by 2001
Per Cant Per Cant Per Cant
Building & Construction 89.0 11.0 100.0
Manufacture of Textiles & Apparel 86.6 134 100.0
Other Manufacturing 95.0 50 100.0
Retait 93.0 7.0 100.0
Wholesale 95.5 45 100.0
Barnking/Finance/Business 86.7 133 100.0
Services
Hotels/Restaurants/Bars 93.0 7.0 100.0
Personal & Other Services 93.8 6.2 100.0
Total 91.8 8.2 100.0

Tables 6.3a and 6.3b consider the relationship between going
out of business and (a) total number of persons engaged at the
time of the 1999 survey and (b) percentage of persons engaged
who are paid less than IR$4.50 per hour. From Section A one can
see there appears o be a relnionship between going out of
business and the size of the company.

Table 6.3a: Firms which Participated in the First Round (1999) of

the Survey Classified According to Number of
Employees in 1399 and Business Status in 2001

Number of Persons in Business Out of All Firms
Engaged in 1999 in 2001 Business by
2001
Pear Cent Per Cent Per Cent
3 or less engaged 337 58.3 357
4-9 engaged 51.0 35.2 49.7
10-34 engaged 7.2 47 7.0
35-99 engaged 5.0 1.4 47
100+ engaged 3 05 29
| Total 100.0 100.0 100.0
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6.4

Changes in the
Intensity of
Minimum
Wage Workers

Table 6.3b: Firms Which Participated in the First Round (1999} of
the Survey Classified According to (a) Percentage of
Employees in 1999 Who Were Below an Hourly Basic
Pay of IRE4.50 or Less and (b) Business Status in 2001

Percentage Below In Business in Out of All Firms
IR£4.50 Per Hour in 2001 Business by
1999 2001

Par Cent Per Cant Per Cent
None 52.6 61.2 53.3
Less than 15 per cent 4.2 1.0 4.0
15 per cent or more 43.2 37.7 427
Total 100.0 100.0 100.0

It is clear from the table that a substantially higher percentage
of firms which wem out of business were small — with three or
less persons engaged. A total of 38 per cent of those which went
out of business were in this size category compared with only 34
per cent of other firms. Table 6.3b provides details on the
breakdown of firms according to whether or not they went out of
business and also the percentage of their workforce paid less than
IR£4.50 per hour at the time of the 1999 survey. The table shows
that a higher percentage of firms which went out of business (61
per cent) had no minimum wage workers. The comparable figure
for lirms remaining in business over the period in guestion was
only 53 per cent. This would seem to suggest that the presence of
minimum or sub-minimum wage employment in the firm in 1999
was not a factor in determining whether or not it went out of
business within the subsequent two years.

The longitudinal nature of a component of the sample allows us
to classify firms according to their intensity of workers puid about
the minimum wage or less at both surveys. What we have
measured in the surveys is the numbers below IR§4.50, and we
will call this for convenience in the following discussion
“minimum wage employment”. This information allows one to
consider the transitions from minimum wage concentrations in
1999 to the corresponding position in 2001. The results are
shown in Table 6.4, The figures in the table are percentages based
on all firms ancl

Table 6.4: Reweighted Longitudinal Sub-Sample of Firms
Classified According to the Intensity of Minimum Wage
Workers in Their Workforce in 1999 and 2001

Intensity of Minimum Wage Workers, 2001

Intensity of Minimum
Wage Workers, 1999 None Less than 15% or Total

15% More

{Per Cent of Total)
None 50.3 04 3.0 53.7
Less than 15 per cent 47 0.4 0.1 5.1
15 per cent or more 25.8 38 11.5 41.2
TOTAL 80.8 4.7 14.6 1000
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so the sum of figures in all cells comes to 100 per cent. One can
see, for example, that just over 50 per cent of all firms had no
minimum wage workers when the surveys were carried out. A
further 0.4 per cent of firms had less than 15 per cent of their
workforce made up of employees paid IRE4.50 or less at both
survey observations while a further 11.5 per cent were paying 15
per cent or more of their workforce less than IRE4.50 in both 1999
and 2001, This means that a total of just over 62.2 per cem of
businesses lay along the so-called “leading diagonal” in Table 6.4.
This implies that they did not change the intensity of the minimum
wage component of their workforce over the period in question.
The table shows the trend in terms of minimum wage intensities
for the remaining 37.8 per cent of firms. One can see that only
3.5 per cent of firms lay above and to the right of the “leading
diagonal” while the remaining 34.3 per cent lie below the leading
diagonal. This means that just over one-third of all firms reduced
their intensity of minimum wage employmem over the study
period while 3.5 per cent increased the proportion of sub-
minimum wage employees whom they engaged.

It is clearly of interest 1o consider which types of irms retained
their high concentration of minimum wage employees over the
period in question.  In other words, in which sectors are the 11.5
per cent of firms located which paid 15 per cent or more of their
workforce at sub-minimum rates in both rounds of the survey.
The figures in column A ol Table 6.5 provides the percentage
breakdown by sector of this group of firms. The column shows
that 42 per cent of firms with a persistently high rate of sub-
minimum wage employees are in the Retail sector. Column C in
the table provides details on the percentage breakdown of all
lirms by sector. Comparison of the figures in Columns A with C
provides a measure of sectoral over- or under-representation of
firms relative 1o the situation which would pertain were the group
with persistently  high levels of minimum wage employment
distributed across sectors on a pro rata basis with the distribution
of all firms in the population. On this basis, the figures in the table
imply an over-representation of the order of 32 per cent for firms
with persistently high levels of minimum wage workers in the
retail sector. One can further see from the tble that 22 per cent of
the firms in question are in the Hotel/Restaurant/Bar Sector —
inclicating an over-representation of 49 per cent in that sector
relative to the overall population distribution.

One can similarly ask where uare the 3.5 per cent of firms
located which experienced an increase in the intensity of
minimum wage emplovees in their workforce, Column B of Table
6.5 shows thut almost 69 per cent of the small proportion of firms
in question are located in the Retail Sector, This suggests an over-
representation in that sector of the order of 115 per cent
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Table 6.5: Sectoral Distribution of Firms Which (a) Longitudinally had

6.5
Summary

15 Per Cent or More Persons Engaged Paid IRE4.50 or Less
Per Hour (11.5 Per Cent of All Firms from Table 6.4 Above);
and (b) Displayed an Increase in the Percentage of Persons
Engaged Who Were Paid IRE4.50 or Less Per Hour (3.5 Per
Cent of Table 6.4 Above)

(a) (b) (<}
Firms with Firms with an All Firms
Persistantly Increase in Per
Saector High Levelof  Cent of Sub-
Sub-Minimum Minimum
Workers Workers
Per Cent Per Cent Per Cent
Building & Construction 4.9 1.6 9.7
Manufacture of Textiles & 0.6 0.5 0.5
Apparel
Other Manufacturing & 22 10.8 5.2
Production
Retail 424 68.8 320
Wholesale 4.2 0.0 5.6
Banking/Finance/Business 11.0 38 17.4
Services
Hotels/Restaurants/Bars 225 13.0 15.1
Personal & Other Services 12.2 0.0 14.4
I Total 100.0 100.0 100.0

One can see an over-concentration of 108 per cent in Other
Manufacturing. It is clear that the rends shown in Tables 6.4 and
6.5 are wholly consistent with the cross-sectional trends in the
data as outlined in the previous chapter.

In this chapter we considered some changes in the structure of
employment a1 the level of the individual firm by concentrating on
the sub-sample of cases which successfully participated in both
rounds of the survey, In particular we discussed the characieristics
of firms which were idemified as having gone out of business
over the study period and also considered the sectoral distribution
of firms which maintained persistently high tevels ol sub-minimum
employment over the period in question.

In regard 10 the characieristics of firms which had gone out of
business over the swdy period we found thar this was most
swrongly related to their having experienced a fall in their profit
levels over the preceding 12 month period. The number of
workers in their workforce paid about the minimum wage did not
appear 1o be a factor in determining their going out of business.

We {urther saw that, as one would expect in the light of the
cross-sectional results of earlier chapters, only small percentages
(11.5 per cent) of firms remained with persisiently high levels of
minimum wage employees over the period in question and only
3.5 per cent actually increased the percentage of their workforce
paick at this level. The firms in question appeared 10 be
concentrated principally in the rewil sector with some lesser
concentrations in the Hotel/Restaurany/Bar sector.




7.1
Introduction

7.2

Modelling the
Employment
Effects of the
Minimum
Wage

/. ECONOMETRIC ESTIMATES
OF THE EMPLOYMENT
EFFECTS OF THE NATIONAL
MINIMUM WAGE

The firm surveys on which this study relies have first provided
cross-sectional pictures of the population of lrish firms before and
after the introduction of the national minimum wage, and previous
chapters have described the pattern of change in pay and
employment levels over this period in these cross-sections.
Second, the fact that a substantial propontion of the firms in the
original survey were re-interviewed in 2000/2001 also means that
the changes in pay and employment structure for these specific
firms could also be examined, and this was the focus of Chapter 6.
For this sub-set, on average employment increased by
approximately 18 per cent over the period, but 30 per cent of the
firms experienced a decline in employment. To examine the
relationship between wage changes and employment among these
firms more formally, in this chapter we employ econometric
techniques to relate employment growth between the two surveys
to measures capturing the effective “bite” of the minimum wage.

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

AIn(ND = B, + B, MinW, +BX,, +e, (1

where N measures employment, MinW seeks to caprure the
effective “bite” of the minimum wage for the firm in question and
X controls for other observable characteristics of the firm. To
estimate this equation, the crucial ingredient is a measure of
MinW, in other words the openness of one firm versus another 1o
being affected by the minimum wage. What we are trying 1o test is
whether firms that ex ante look more likely than others to be
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affected by the minimum wage are seen ex post to have worse
employment outcomes, laking into account all their other
characteristics.

Given the design of the survey, 1 number of possible measures
of minimum wage “bite” are available for investigation. The first is
a simple indicator denoting whether the firm employed workers
below the national minimum wage prior to its introduction (which
we label Mwage99). Half the firms in our sample (present in both
surveys) reported in the first survey that they had at least one
employee paid under 1R44.50. Taking this as indicator of minimum
wage “bite” in effect simply allows us o compare firms with and
without such an employee in 1998/99, and ask whether
employment growth was lower in the former than the lauer,

The second indicator is the proportion of the firm's labour
force below [R£4.50 in the first survey (which we call Propkwig).
As well as comparing firms with and without employees
potentially affecied by the minimum wage, we are then in effect
also seeing whether those with a large proponion of employees
potentiaily affected experienced lower growth than those with a
small proporiion potentially affected.

The results of estimating an equation simply relaiing the
percentage change in employment from 1998-2000 to cither of
these two measures are given in the first two columns of Table
7.1. They show that neither measure of (he minimum wage “bite”
is significantly related to employment growth in the firm over the
period.

Table 7.1: The Impact of the Minimum Wage cn Employment
(Standard Errors in Parentheses)

["Explanatory Varlable M (@) 3) @
Constant 19 AT 27 26
(.04) {.03) (.12) (.13)
Mwaged9 -.01 .01
{.05) (.05)
PropMw99 04 .08
{.09) .08
Irish -13 -13
(.09) (.09)
Export -.04 -03
(.06) (.06}
Profit .08 .08
(.08) (.06)
Union 01 02
(.07} (.07
Wage Bill -.001 -.002°
(.001) (001}
Tolemp99 -.0001 -.0001
{.0001) {.0001)
R’ 001 004 016 016
| Sample Size 587 587 440 440

The resulis in the first two columns take no account of any
differences between firms other than the number of workers
below 1RE4.50 in 1998/99, However, it is likely that these firms
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would have experienced different employment patterns between
then and the second survey even without the minimum wage
legislation, because as we have seen in previous chapters they
differ systematically across a range of dimensions. Failure to
control for these differences could distont the estimated impact of
the minimum wage, and the surveys allow us 1o identify some
important characteristics of the firms that may be included as
control variables in the equation (the set of X wvariables in
Equation (1). Among the control variables we use are whether the
firm was Irish or foreign owned (which we label Irish), whether
the firm expored or not (Expor), an indicator of the profitability
of the firm in the year prior to the minimum wage (Profi), an
indicator variable denoting whether or not at least 50 per cent of
the firmYs non-managerial employees were in a trade union
(Union), as well as the percentage of the company's total
operating costs that are accounted for by their otal wage bill
(Wage Bill). We also included the firm’s initial employment level
(TolEmp99).

The results from this specification are given in cotumns (3) and
4y of Tuble 7.1. We now see that more profitable firms
experienced faster employment growth, while companies for
which labour constituted a large fraction of the wage bill had
lower employment growth, as did Irish compared with foreign
owned firms. None of the other characteristics approached
statstical  significance. However, in the current context our
primary interest is in the coefficients on the minimum wage
variable, We see that including this range of controls had litle
effect on the minimum wage estimates, and for both the measures
used the minimum wage effect is still small and  statistically
insignificant.

An alternative to including all sample {irms in the analysis is to
concentrate on firms which had at least one minimum wage
worker in the first survey, and then see whether the change in
employment is systematically related to the proportion of the
firm’s labour force below the minimum wage, While this reduces
the number of observations available, it should aiso reduce the
extent of differences across the firms in potentially relevant
characteristics that we have not been able 10 take into account
because we do not have the necessary information - what is
termed unobserved heterogeneity. The results from adopting this
approach are given in Table 7.2, We find that restricting the
sample 10 only firms potentially affected by the minimum wage
makes little difference to our results. Again it appears as though
the minimuem wage has had liuie effect on employment growth for
this sumple of firms.
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7.3
Alternative
Models

Table 7.2: The Impact of Minimum Wages on Employment —
Minimum Wage Firms Only (Standard Errors in

Parentheses)
Explanatory Variahle (1) (2)
Constant 13 26
(.06) {.19)
PropMw99 A0 A1
(12) (12}
Irish -.20
(.15)
Export 01
(08)
Profit A4
(.09)
Union 10
(.10)
Wage Bill -.002
(.002)
Tolempa9 -.0006*
{.0003)
R? .002 .03
L_Sample Size 301 227

Our results so far are consistent with US and UK studies by
Card and Krueger (1995) and Dickens, Machin and Manning
(1999 respectively, which failed to find a negative impact on
employment levels from raising the minimum wage. However,
one needs to be careful in interpreting these findings. A criticism
that has ofien been levelled at these types of swdies is their
inability 1o distinguish between potentinl and actual “bite” of the
minimum wage. Even in an economy that wias not growing
capidly, some of the workers receiving wages below the minimum
wage in 1998/99 would have received a wage increase by 2000 in
any case, and thus not have been affected by the introduction of
the minimum wage. In an economy experiencing the rapid growth
seen in Treland over the period, this is even more relevant. We
have seen in earlier chapters that, in a market characterised by
labour shortages, many firms are saying that they have to raise the
wage in order 1o attract a switable supply of labour, and this is
reflecied in the CSO's average eamings series. Given these
circumstances, the actual number of firms affeced by the
minimum wage would be substantally smaller than the number
with employees below IR£4.50 in 1998/99. The question this raises
is whether the measures of minimum wage “bite” we have used
based on the number of such employees in the 1998/99 survey
are likely 0 be adequate.

As we saw in Chapier 4, 1o try to capiure this underlying
growth in wages over the period, firms in the survey were asked
if, given wends in the labour market, they would have had 1o
increase wages anyway up to the level set out in the minimum
wage., Of the firms in the second wave who said that they had
workers below the minimum wage when it was introduced, 84 per
cent said that they would have increased these wages in any case.
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To allow for this we create a new minimum wage “bite” variable
which takes the value 1 only if the firm had minimum wage
workers and said they would not have increased wages were it
not for the minimum wage (Mwage993). The results of redefining
the minimum wage variable are suriking. In contrast 0 the 50 per
cent of firms who had minimum wage workers in the first wave,
only 23 per cent of firms retrospectively recorded having
minimum wage workers by the time the law was introduced. As
noted above 84 per cent of these indicated that they would have
raised wages even without the minimum wage. Using these
criteriy, only 4 per cent of our firms were actually direcily affecied
by the minimum wage legislation,

We then re-estimate Equation (1) using this redefined measure
of the minimum wage bite, and the results from this analysis are
presented in Table 7.3. None of the estimaies on the firm
characteristics entered as control variables change much as a result
of redefining the minimum wage variable profitable finms,
foreign-owned companies and firms for which wuge costs are less
wnportant still appear to have had faster employment growth,
However, there is a striking chuange in the estimated minimum
wage c¢ffect. Whereas in previous specifications the minimum
wiage ‘“bite” varigble was small and insignificant, it s now
statistically  significant and negative. Firms that had workers
subjected w the minimum wage legislation and who say they
would not have increased wages (as much) were it not for the
lepislation have significantly smaller increases in employment than
other firms.

Table 7.3: The Impact of Minimum Wages on Employment Using
Self-Reported Measure of Minimum Wage Bite

i Explanatory Variable (1)“’ [F3] ‘]
1

+ Constant A7 .26 ‘
. (.03) (-13)

Mwage993 .26% .30" |
. (.14} (14}
| Irish -12
{ (.09) |
| Export -04 ]
: (.06}

Profit 08
- (.06}
" Union .02 l
| (.07) ,
, Waga Bill -.002* '
‘ {.001) -

Totemp99 -,0001

{.0001)
R? 01 024
Sample Size 581 434

(Dependent Variable — pcrccm:igcichungciin cmﬁlr}yni:nl form 1998-2000; Standard
Errors in parentheses),

a
We have also estimated the model in this column on the restricted sample used in
columns (2) and this has little effect on the resubis, This is also tue when we use

the same sample that was used for the results in Table 7.1,
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This self-reported measure of minimum wige “bite” also has to
be interpreted with care, of course. It could be simply or primarily
icdentifying firms that are performing poorly, so the estimated
employment effect being auributed 1o the minimum wage may in
fact reflect characteristics that are associated with both poor
employment growth and low wages that are not captured by the
characteristics included in the model’ To assess whether this
seems 10 be the case we look first at what firms reported about
the percentage of the company’s total operating costs accounted
for by wages. We might expect that the firms most affected by the
legislation should see the largest increases in their wage bill. This
seems 10 be the case. Firms without o minimum wage worker in
1998/99 report that the proportion of total costs accounted for by
labour fell by approximately 1 percentage point. For firms with at
least one minimum wage worker in 1998/99 the proportion of
total costs accounted for by labour increased by 2.5 percentage
points.  Finally firms who reponed having o minimum  wage
worker and who stated that they would not have increased wages
in the absence of the legislation saw the proportion of costs
accounted for labour increase by over 7 percentage points. It
seems therefore that the redefined measure of minimum wage bite
is capturing firms for wwhom the wage bill increased substantially
relative to other costs during the period the minimum wage was
introduced.

One could still argue that this reflects unobserved inefficiencies
within the {irm that could be correlated with employment losses. If
our redefined minimum wage variable is simply a proxy for firms
with poor “employment-creating characteristics” then we would
expect to see these firms perform poorly even in the absence of
the minimum wage legislation. Since the employmem records in
our survey are limited 1o one observation before and after the
minimum wage legislation we cannot calculate actual employment
changes for the firms in other periods. However, in the first wave
of the survey firms were asked (o record “if compuared 10 the same
period in 1997 their labour force had increased, stayed the same
or fallen”. If the redefined minimum wage “bite” variable is simply
capturing firms with unfavourable unobserved characteristics, then
we might expect 1o see these firms also displaying relatively poor
employvment performance in the earlier period. This did not seem
to be the case to any pronounced degree, suggesting that the self-
assessed minimum wage “bite” indicator is more than just a proxy
for uncbserved firm-level characteristics.

A taditional approach to correcting for this type of problem would be 10
instrument the minimuem  wage variable, However, it is difficull 1o construct
satistactory instumenis in this example — that is variable that is correlated with the
self-reponied minimum wage bite but uncorrelated with the unobserved measures
affecting a firm's performance.
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7.4

The Impact of
the Minimum
Wage on Other
Outcomes

While the impact of minimum wages on employment changes
has attracted most atention in the literature, there have also been
some studies looking at the minimum wages on other non-wage
characteristics.” As discussed in Chapter 4, the second survey
asked firms to indicate the impact the minimum wage had on
several other aspects of their company's operations, including
hours worked, recruitment of younger/less experienced staff,
increase in output prices, use of technology/machinery, improved
quality of product, staff morale, productivity, subcontracting, siaff
turnover, and industrial relations. To statistically estimate the effect
of the minimum wage tegislation, we now relate the responses to
these questions to the minimum wage variables defined in this
chapter,(’ and the results are given in Table 7.4.

Table 7.4: The Impact of Minimum Wage on Non-Wage Outcomes
Using Ordered Probits

Dependeant Variable _ Minimum Wage Effect }
(Standard Errors in parentheses)

Reduced Hours 79" (.22) [
Less Experience .05 (.27)
Prices 95" (.19}
Machines A1 (.23)
CQuality Qutput .40* (.20)
Morale .89 (.19)
Productivity 61* (.22) }
Subcontract 81" (.24) |
Turnover TJ1° {22}

LR 29 (.28) [

We see from these results that firms most affected by the
minimum wage are more likely to have reduced hours, increased
output prices and substituted capital for labour. However, the
effects are not all negative. These firms are also more likely to
report that the quality of their product had improved, that
productivity had increased and that morale was now significandy
higher. However, these changes seem to have had litde effect on
indlustriai relations. These results indicate that firms reacted to the
minimum wage in a variety of ways, and that employment levels
are just part of o larger adjustment process. A somewhat surprising
result is that firms most affected by the minimum wage are more
likely to report an increase in stafl’ turnover as a result of the
legislation. This is in contrast to much of the monopsony literature

* Holizer er al. (1998} look at minimum wages and vacancies, Card and Krueger
(1995) lock at a number of issues including fringe benefits, output prices and
profits, Neumark and Wascher (1998) look at tmining and Aaronson (2001) tooks at
the price pass-through effects of minimum wages. Walsh (2001) extends recent
monopsony models of employment 10 situalions where jobs are characierised by
two components (a wage and non-wage component). He shows that firms” respond
to minimum wages by reducing the non-wage component of the job, which in wm
may reduce employment even when the labour supply is upward sloping in wages,

6
Due to the nature of the dependent variable we used an orderecl probit for this
part of the analysis.
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that cites reductions in wimover as a potential positive side-elfect
of minimum wages. However, firms may have found it difficult to
distinguish the impact of the minimum wage effect on turnover
from the general trend towards increased tumnover over the
period, particularly in cenain sectors of the economy.

This chapter had sought to statistically estimate the effects of the
national minimum wage, notably on employment levels, using
data for the firms included in both the survey carried out before
introduction and the more recent one at the end of 2000/early
2001. The results showed that employment growth among firms
which had low-wage workers in the first survey was not
significantly different to that for firms which had no such workers.

However, it was noted that the number of workers below the
minimum wage in the first survey may be an unsatisfactory
measure of the “bite” of the minimum wage. Some workers,
initially below the minimum wage are likely to have their wages
increased over time irrespective of the legislation. This is likely 1o
be a particular problem in Ireland where wages have been
growing significantly in the years prior 10 the legislation. To
account for this we redefined the minimum wage variable to
include only firms who had low wage workers and who stated
that they would not bave increased wages by as much were il nol
Jor the minimum wage legistation. When we used this redefined
measure of the minimum wage bite we did find a significant
negative employment effect. Further analysis suggested that this
result was not driven by unobserved Frm-level characteristics
associated with poor employment growth and self-reported wage
restraint. It therefore appears that employment growth may indeed
have been reduced among the small number of firms most
severely affected by the minimum wage legislation.

7 - 5
Conclusion
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8. CONCLUSIONS

The National Minimum Wage wus introduced in [reland in April
2000. This study has looked retrospectively at the impact of the
introctuction of the minimum wage. It has been based on 2 survey
of firms carried out in late 2000/early 2001, commissioned by the
Department of Enierprise, Trade and Employment, which
interviewed both a  substantial proportion of firms already
interviewed in 1999 — for whom the situation “before and after”
the minimum wage can be direclly compared - and some other
firms. These surveys have been used 1o assess the impact of the
minimum wage on employment and wage levels and other
aspects of work organisation among Irish firms. A comprehensive
assessment of the impact of the minimum wage, and its success in
meeting its aims, would require complementary analysis of
individual and household-level data: here our narrower focus is
determined by the use of information from firms.

In considering the potential impact of the minimum wage, it is
worth emphasising first that most firms in most sectors in the
survey carried out after the introduction of the minimum wage
said they had no employees paid 1R$4.50 or less per hour. The
only sectors where a substantial number of firms had a significant
proportion of their workforce at that pay level were textiles and
clothing manufacture, retailing, and  hotels/bars/restaurants.
Furthermore, wage costs accounted for about 37 per cent of 1ol
operating costs on average, bul for many less than that in firms
with a significant number of low-paid workers.

When asked about trends in their business over time, most
sectors and firms were doing well, but certain sectors and types of
firm were doing less uniformly well or facing particular problems.
Overall twice as many firms said their workforce had increased as
decreased, but the latter was more common in textiles and
clothing. Suff wrnover had increased in retail and personal
services, and firms with some low-paid employees were less likely
than others 10 say that volume had increased. Textiles and clothes
manufaciurers and firms with a significant proportion of low-paid
employees were also less likely than others o say they were
making profits.

When firms were asked what aspects of their operations they
felt 10 be most difficult, recruiting staff was by far the most
frequently identified. Basic labour costs were also identified as
important by a substantial proportion of firms, and this proportion

78
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8.3
Perceptions of
the Impact of
the Minimum
Wage

8.4
Changes in
Pay Structures

had risen since the survey in late 1998/early 1999. This highlights
once again the tighmess of the labour market around the time the
minimum wage was introduced, a crucial consideration in the
impact it is likely to have had on wages and employment.

Firms in the recent survey were also asked a range of questions
about their knowledge of the minimum wage and their perception
of its effects. While virtually all had heard about the minimum
wage, significant proportions did not know exactly when it had
been introduced or the exact level at which it was set. Qverall
only a small minority had availed of the reduced rates payable for
young/inexperienced workers, though about one-quarter of firms
with employees paid IRE4.50 or less per hour had done so — most
often, the reduced rate for those under 18 years of age.

About 85 per cent of firms said none of their employees had
receivedd an increase in pay as a direct result of the minimum
wage. However, almast half the firms with employees paid
IRE4.50 or less said some employees had received such an
increase. Qverall, about 5 per cent of employees were said to
have received such an increase; in textiles and clothing, retailing
and hotels/restaurants/bars that figure was in the 7-12 per cent
range. About 13 per cent of firms said that they had w0 increase
pay rates for some employees above the minimum wage to restore
differentials.

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

When asked about the impact on employment, only 5 per cent
of respondents (16 per cent in firms with significant numbers of
low-paid employees) said they would be employing more people
today in the absence of the minimum wage. This additional
employment would represent an extra 5,000 employees across all
firms in the population. However, almost half of this total was in
firms which did not actually employ anyone paid [R£4.50 or less,
This, and the extent of the general pressure on wage levels,
suggests that the figure of 5,000 extra jobs is an over-estimate.

Therr: was a very substantial reduction between the two surveys
in the percentage of workers earning 1R&4.50 per hour or less -
from 21 per cent in 1999 10 just over 4 per cent in 2001. Full-time
employees continued to have a substantally lower risk of being
low paid than their par-time counterparis. Those engaged in the
Hotel/Restaurant/Bar and Retail sectors had a much higher risk of
being low paid than those involved in oiher areas of economic
activity. Notwithstanding major reductions in risk figures in all
sectors between 1999 and 2001, both Retail and Hotels/
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8.5
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8.6
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Effects

8.7

Recent
Developments
and Future
Prospects

Restaurants/Bars sull displayed very high risk levels relative to
other sectors. Women had a higher risk than men, even when full-
time/part-time status was taken into account,

The percentage in the lowest houry buasic pay cutegory was
strongly related to age. As many as 50 percent of workers aged
18 vears or less were in the lowest basic pay category in the 2001
survey. The comparable figure for the 19-25 year old group was 7
per cent and 1.4 per cent for those azged 26 years or more. Finaily,
the main concentrations of minimum wage workers in both
surveys were in occupationul grades which were related to Sales
and Personal Services.

We then considered changes in the structure of employment at
the level of the individual firm for the sub-sample of cases which
participated in both rounds of the survey. The probability of going
out of business over the period was most strongly related o their
having experienced a fall in their profit levels over the preceding
12-month period. The intensity of minimum wage workers in the
workforce did not. appear to be a factor influencing that
probability.

As one would expect in the light of the cross-sectional results,
only a small percentages of firms remained with persistently high
levels of minimum wage employees over the period in question
and very few actually increased the percentage of their workforce
paid a1 this level. The firms in question appeared w0 be
concentrated principally in the retail sector, with some lesser
concentrations in the Hotel/Restauran/Bar sector.

St:ttistic:nl anmalysis of firms present in the two surveys showed
that employment growth among firms which had low-wage
workers in the first survey was not significantly different to that
among firms which had no such workers. However, the number
of workers below the minimum wage in the first survey may not
be u satisfactory measure of the “bite” of the minimum wage,
because some of those workers would have seen their wages
increase over time irrespective of the legislation. Tncluding only
firms who had low wage workers and who stated that they would
nut bave increased wages by as much were it vnot for the minimum
wage legislation, employment growth may have been reduced
among the small number of firms most severely alfected by the
minimum wage legislation.

Since its original introduction in April 2001, the minimum wage
was increased from IRE4.40 o IRE4.70 for experienced adult
workers, with corresponding increases in the sub-minimum rares.
In the context of the Programme for Prosperity and Fairness (PPF),
as part of the agreement on pay and conditions of employment
berween unions and employer organisations. the ICTU and IBEC
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agreed 1o put to the Government the position that the minimum
wage be adjusted to IR£4.70 from 1 July 2001 and to IR45 from 1
Ociober 2002. The legislation introducing the minimum wage
gives discretion 1o the Minister for Enterprise, Trade and
Employment to decide on changes in the level specified for the
Minimum Wage, having consulted appropriately. There is thus no
procedure or agreed policy with respect to indexation of that level
as prices and earings increase. While the increases envisaged in
the PPF may have the effect of indexation broadly in line with
average earnings, the issue remains entirely open as to how the
minimum  wage will be adjusted over time in the [uture,
Experience in other countries suggests that this will be absolunely
critical to its long-term impact. It also suggests that a policy of
relatively small changes at for example annual intervals is much
less disruptive than major up-ratings implemented with long gaps
in berween. In many respects the introduction of the minimum
wage in Ireland was relatively smooth primarily because it ook
place at 2 most unusual time, when wage growth was so rapid;
the challenge is now to design a way of increasing it smoothly
over lime so that it has the desired effects at minimum cost.
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