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SUMMARY  
 
The purpose of this paper is not to forecast the future, but establish 
statistical facts regarding the past decade of pay developments.  
 
ESRI publications on public/private pay comparisons are criticised for 
not comparing like-with-like:  
 

(1) In not credibly adjusting for a 2005/06 depression in private sector 
pay resulting from large numbers of immigrant workers 
experiencing a negative pay differential.  

 
(2) In comparing weekly earnings rather than annual earnings, which 

would have taken account of the greater prevalence of irregular 
bonuses and benefits-in-kind in the private sector.  

 
(3) In dogmatically fixing on a single method of calculation rather 

than a range, as argued for by the CSO. 
 
Some misconceptions on the part of commentators regarding current CSO 
data on earnings are addressed and the Earnings and Labour Cost series is 
supported, although requiring the extension of its coverage to other 
sectors and, no less importantly, the construction of an index of earnings 
inclusive of bonuses, which would allow for a more precise measurement 
of change.  
 
The core of the paper consists of a detailed comparative analysis of pay 
developments over the past decade. The benchmarking increases of 2003 
to 2005 are set in the context of catch-up since 1998. What emerges is 
less a public/private sector divide, but rather a very significant widening, 
both before and after 2005, of pay levels between managers and manual 
workers in industry, as well as, since 2005, between managers and 
clerical workers in the financial sector.  
 
The paper concludes with a defence of the Minimum Wage.  
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INTRODUCTION  
 
Newspaper headlines last September DID NOT SAY: 
 
“The ESRI finds that the pubic sector/private sector pay premium 
turns out to have been narrower than it previously believed it to have 
been”. 
 
NOR DID THEY ADD: 
 
“Indeed, the March 2006 premium, if based on annual earnings, 
would have been 10 percentage points less than the ESRI concluded.”  
 
Yet both these statements would have been at least as true as the 
hysterical ranting headlines that, through the course of the past year, have 
accompanied the presentation of pay data. But, of course, they also would 
have only told part of the story. And half-truths from any quarter are no 
substitute for rigorous analysis. 
 
This paper is not an exercise in fortune-telling nor, indeed, in economic 
or industrial relations forecasting of any kind. Written at the end of 
November, it will not even attempt to predict any possible December 
outcomes. It is solely concerned with the past.  
 
Why? Because the ability to arrive at agreed positions on future pay 
policy has been seriously damaged and undermined as a consequence of 
systematic misrepresentation of the pay developments that have occurred 
over the course of the past decade. Speaking of what, in parliamentary 
language, must now be called “untruths”, Benjamin Disraeli famously 
spoke of three kinds: “Lies, damn lies and statistics”. Such an observation 
was never more appropriate than in the case of the statistical half-truths 
that have contaminated media commentary on pay during 2008 and 2009. 
So, if there is no fortune-telling in this paper, it does at least address the 
issue of story-telling about the past, in order to separate fact from fiction 
in respect of earnings data.  
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STATISTICAL GAPS ON EARNINGS  
 
On October 23 the CSO released the latest data on Public Sector Earnings 
in June 2009. On November 23 it also published the 2009 Quarter 2 
release on Earnings and Labour Costs in Industry and the Financial 
Sector. It comes as a major disappointment that, not least due to the fact 
that it is under-resourced, the CSO was unable to meet its further 
objective, that by the end of this month, it would have been able to extend 
the Earnings and Labour Costs series to also embrace all the remaining 
sectors that are not currently being covered. Accordingly, since the 
termination of the previous CSO series on Construction Earnings in 
March, and that for Earnings in Distribution and Business Services in 
June, these sectors are not currently being covered. 
 
This, however, is not to criticise the termination of either of these series. 
Quite the contrary. They were indeed most seriously flawed. This was an 
issue that I first brought to public attention in January and February of 
2006, in the face of much stubborn resistance to the facts. It was only in 
June 25 of this year that the Minister for Finance finally admitted that 
while “the availability of cheap credit” and “increased purchase of 
property” were the principal causes of the Irish economy moving from 
boom to recession, “the availability of cheap labour was a factor as well”. 
 
Because of the fact that the Earnings in Distribution and Business 
Services series was restricted to full-time employees working at least 30 
hours or more per week, it failed to register the increasing phenomenon 
of cheap labour employed on a part-time basis. But even more glaring 
were the deficiencies in the Construction Earnings series, as that survey 
only covered directly employed workers, and did not gather any data at 
all on the other half of the construction work force employed via sub-
contractors. (Manus O’Riordan, “Underpayment of foreign construction 
workers”, Irish Times, February 17, 2006). 
 
In 2002 there were fewer than 25,000 nationals from what were to 
become the EU’s New Member States (NMS) living in Ireland. In 
announcing in March 2003 that there would be free movement of labour 
from the NMS as of May 2004, the then Tánaiste and Minister for 
Enterprise and Employment “predicted” the following: “There is no 
reason to believe that there will be a large flow of labour migration to 
Ireland from those States after accession, and experience to date supports 
that view”.  
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How wrong she was! By 2006 there were over 120,000 NMS nationals 
living in Ireland, and many of them were being employed, as the Minister 
for Finance has belatedly acknowledged, as cheap labour. In January 
2006 I pointed out that the one private sector earnings series with 
widespread coverage, Industrial Earnings, was already registering that 
phenomenon. I highlighted the following statistical fact:  
 
“In the year ending March 2005, average hourly earnings for all industrial 
workers increased by 4.7 percent. The rate of increase fell to 2.7 percent 
for the year ending June and to just 2.1 percent for the year ending 
September. The latter figure is only half the value of the pay increase due 
under “Sustaining Progress”. (Manus O’Riordan, “Driving down cost of 
labour by manipulating foreign workers”, Irish Times, January 13, 2006). 
 
Subsequently, these annual rates of change were slightly revised to 2.4 
for June and 2.3 percent for September, and were followed by 2.4 percent 
for December and 3.1 percent for March 2006.  
 
This was an issue given particularly serious attention by the trade union 
movement, not least through the drive to organise NMS workers. 
Thereafter, from June 2006 to June 2007, this series showed annual rates 
of change of 4 to 5 percent, in line with national pay agreements. But 
there had been a “lost year” and this undoubtedly depressed the overall 
level of industrial earnings below what they otherwise would have been. 
 
That Industrial Earnings series was terminated by the CSO and replaced 
by the current Earnings and Labour Costs series. As stated previously, 
our principal criticism is that this series has not yet been extended to 
cover all sectors of the economy. We will later refer to further 
shortcomings in not yet complementing its data on irregular bonuses, as 
expressed in money terms, by a corresponding index. But we are not 
among those who fail to recognise that it is already a better series in 
respect of Industry and the Financial Sectors than the one it replaced. The 
failure to appropriately interpret the data already provided is less a fault 
of the CSO providers than of its users. And this is a criticism that applies 
still more to the misuse of the CSO’s National Employment Surveys, 
particularly in respect of issues regarding public and private sector pay. 
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SOME PERSPECTIVES ON PUBLIC & PRIVATE SECTOR PAY  
 
The CSO has published four National Employment Surveys covering pay 
levels across all sectors of the Irish economy. The periods covered refer 
to:  
 

(1) March 2003 and year 2002  
(2) March 2006 and year 2005  
(3) October 2006 and year 2006  
(4) October 2007 and year 2007  

 
This last was published in July 2009, followed by a Supplementary 
Analysis in October. The July publication was, not surprisingly, 
accompanied by the following headline in the Irish Independent on July 
11: “Public service pay pay 50 percent above private sector.” 
 
The CSO’s own presentation can be partly blamed for that headline [if 
not for the “rounding up”], since its own Commentary had presented the 
following heading in bold type: “Public sector hourly earnings 47.6 
percent higher than private sector.” Going into the body of that CSO 
Survey, however, it could just as easily have had highlighted a rather 
different heading:  
 
“Public sector weekly earnings 32.6 percent higher than private sector”. 
 
      or  
 
“Public sector annual earnings 31.7 percent higher than the private 
sector.” 
 
It could also - but did not - have just as easily highlighted, in no less bold 
type, the critically important disclaimer [which it did, at least, place on 
the first page of its Supplementary Analysis in October, having failed to 
place up front in July]:    
 
“This analysis does not attempt to compare similar jobs between the 
public and private sectors.” 
 
In fairness to the ESRI, it should also be stated that it itself has not 
trumpeted anything approaching a “50 percent headline”. But how valid 
is the “26 percent” headline that it has provided?  
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Over the past year the ESRI has been as much engaged in campaigning as 
commentary on the issue of public sector pay, with assorted academics 
also joining in the chorus for the severest of cuts (eg. Trinity College 
Professor John O’Hagan, “Fair is fair – public pay cuts of up to 20 
percent justified”, Irish Times, November 10, 2009).  
 
The initial ESRI working paper on the public-private sector wage gap in 
Ireland was published in December 2008. Using gross weekly wages as 
its dependent variable, it set out to analyse the CSO’s National 
Employment Surveys for both March 2003 and March 2006. The ESRI 
concluded - after stating that it had made the appropriate adjustments for 
differences in levels of education, occupation structure and length of 
work experience – that “the results indicate that the public sector pay 
premium increased dramatically from 7.7 to 23.5 percent between 2003 
and 2006”. 
 
September 2009 saw this working paper now transformed into an ESRI 
“Policy Paper”, but with modifications of the final results which 
narrowed somewhat the “dramatic increase” broadcast nine months 
previously:  
 
“Furthermore, we assess the impact of pensions in the gap. The results 
indicate that the public sector pay premium increased dramatically from 
9.7 to 21.6 percent”.  
 
In a follow-up ESRI working paper, in October, the March 2003 survey 
was now compared with the later October 2006 survey, and an attempt 
made to provide a more rigorous sub-sectoral analysis, including a 
double-digit breakdown of occupational categories. It now concluded:  
 
“Between March 2003 and October 2006 the public sector pay premium 
increased from 14 to 26 percent and there were substantial variations 
between subsectors of the public service. Within the public service the 
premium was highest in Education and Security Services and lowest in 
the Civil Service and Local Authorities. In the private sector the pay 
penalty in 2006, relative to the public sector, was most severe in Hotels 
and Restaurants”. 
 
What is fundamentally wrong with making such sweeping conclusions?  
 
Firstly, the impact of NMS migrant labour in pullin g back the overall 
level of private sector earnings is not seriously or convincingly 
addressed beyond the issue of educational attainment. 
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A September 2009 ESRI working paper has also come up with results 
that are both confused and confusing: 
 
“We estimate the impact of migration on the wages of natives in Ireland.  
When the cells are based on education/experience, our results suggest a 
negative relationship between native wages and immigrant shares. 
However, the opposite appears to hold when the cells are based on 
occupations/experience. These contradictory findings suggest that care 
should be exercised when applying this method, as inaccurate 
impressions of the impact of immigration on wages may arise.”  
 
But even if immigrant wages for any one sector did not depress native 
wages, the overall level of wages for the sector would be lower, 
depending on the extent of the immigrant/native composition of the 
workforce, to the extent that immigrant workers were being relatively 
underpaid. An article in the ESRI Quarterly Economic Commentary in 
Winter 2007, based on data for Ireland from the EU’s Survey of Income 
and Living Conditions, did indeed find:  
 
“Immigrants were earning 15 percent less than comparable Irish 
employees in 2005. For immigrants from non-English speaking countries 
the wage disadvantage was 20 percent. The corresponding figure for 
immigrants from the EU’s New Member States was 32 percent.”  
 
A subsequent ESRI paper in April 2008, based on National Employment 
Survey data, modified the differentials to the nonetheless still significant 
levels of 18 percent for NMS workers and 14 percent for non-EU 
workers. When economic sectors were controlled for, the NMS gap was 
10 percent, and when education was controlled for, the NMS gap was 15 
percent.  
 
At the time of 2006 National Employment Surveys, of course, none of 
this would have made a blind bit of difference to the overall pay results 
for Public Administration and Defence, where not a single NMS or non-
EU national was employed. But the following workforce compositions 
prevailed in some key areas of the private sector:  
 
Manufacturing: 6.4% NMS, 1.5% non-EU  
Construction: 8.1% NMS, 1.6% non-EU 
Hotels & Restaurants: 9.8% NMS, 10.0 non-EU 
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It is inconceivable that, given the halving in the overall rate of increase in 
industrial earnings during 2005, to which we had drawn attention as far 
back as January 2006, that this did not also exercise a downward effect on 
the overall level of private sector earnings for that year.  
 
Secondly, any public/private sector pay gap would be seriously over-
stated if based on weekly earnings, as the ESRI has presented it.  
 
As noted previously, the ESRI concluded that, against the background of 
the CSO’s unadjusted public/private weekly earnings gap rising from 
22.7 percent to 30.9 percent, its own adjustments led it to conclude that 
the public/private sector premium had risen from 9.7 to 21.6 percent 
between March 2003 and March 2006. 
 
But that same CSO National Employment Survey had also found that, 
when comparisons were made between annual earnings, inclusive of 
irregular bonuses, the unadjusted public/private annual earnings gap 
actually fell from 20.6 to 17.4 percent. Had annual earnings been the 
ESRI’s dependent variable, it might therefore have concluded, even when 
taking no other methodological criticism on board, that the growth in its 
perceived public/private sector premium would have been a far less 
dramatic one of the order of 8.8 to 12.2 percent. 
 
This is not to remain oblivious of developments since then, as shown by 
the 2007 Survey. While the proportion of total private sector earnings 
accounted for by bonuses and BIK has remained fairly steady at 5.6 to 6.3 
percent, in the case of total public sector earnings it has risen from a 
negligible 0.5 percent to 3.9 percent, reflecting some questionable 
elements emerging in the pay packages of top public sector executives.  
 
The issue of the dependent variable chosen for pay comparisons has 
particular relevance in the case of the Health Sector. For example, the 
results for hourly earnings are the following:  
 
 Mean 

�  
Median 
�  

Total Health 
Total Private Sector 

20.78 
18.07 

17.84 
14.77 

 
This tells us two things. Hourly earnings in total health do indeed exceed 
hourly earnings in the total private sector, irrespective of whether the 
comparisons are mean to mean or median to median. If, however, we 
compare the health median to the private sector mean we also learn 
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something else: that half the total of health employees, being on � 17.84 or 
less, are also earning less than average private sector earnings of � 18.07. 
 
The average earnings difference, however, first disappears and then goes 
in the opposite direction, when it comes to annual earnings:  
 

2007 Average Annual Earnings   
 

  Health  
�  

Private Sector  
�  

Excl. bonuses/BIK: 
Incl. bonuses/BIK: 

33,000 
34,000 

33,000 
35,000 

 
Size of bonuses is a particularly important element, as we shall see when 
later reviewing comparative earnings movements between end-2005 and 
mid-2007. 
 
Our third methodological criticism of the ESRI public/private sector 
pay comparisons again comes back to the question of not comparing 
like with like. 
 
It is indeed remarkable that the media has so far stayed completely 
silent on the implicit criticism coming from the CSO itself of the 
methodological dogmatism employed by the ESRI in its handling of 
CSO data.   
 
One therefore searches in vain for any press reports of a major analytical 
paper, entitled “Investigating the Public-Private Wage Gap in Ireland 
using data from the National Employment Survey 2007”, which was read 
to the Statistical and Social Inquiry Society of Ireland this November 5 by 
Patrick Foley and Fiona O’Callaghan of the CSO.  
 
These CSO authors “advise caution in attempting to estimate a single 
definitive ‘answer’ for the average public-private sector wage gap and 
suggest that a range, while not clear-cut, might provide a more accurate 
picture”. 
 
*CSO Table 1, produced by these authors, estimated an Average Public 
Service premium for Permanent Full-Time Employees Aged 25 – 59 of 
10.0 percent unweighted, which included the size of enterprise as a 
variable. Its arguments for using unweighted data is based on 
international literature findings that “survey weighting is a mess” and that 
“incorrect or poorly estimated weights can do more harm than good”. Its 
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arguments for including size of enterprise as a variable is that otherwise 
one is not comparing like with like, since the prevalence of small 
enterprises in the private sector gives a decidedly downward bias to 
private sector pay comparisons.  
 
*CSO Table 2 nonetheless adjusts the above finding, to exclude the size 
of enterprise as a variable, yielding an unweighted result of 15.1 percent. 
If, however, weighting is also introduced, this premium rises still further 
to 20.1 percent.  
 
This is the type of a result that would be yielded by the ESRI 
approach of weighting outcomes, as well as excluding size of 
enterprise as a variable.  
 
*CSO Table 3 goes back to the principles of Table 1’s inclusion of size, 
but now excludes Personal and Protective Services employees as a 
category. These have, of course, been included in the latest ESRI working 
paper, yielding conclusions that a 30.7 percent premium applies to 
Security Services. The CSO authors observe: “The personal and protected 
services occupation group includes Gardai, Prison Officers and some 
elements of the Defence Forces, as well as private sector employees 
engaged in personal and protective services”.  
 
They continue: “Intuitively, this sector is one of the occupation groups 
where comparison between public and private employees is of 
questionable value.  
 
Excluding them reduces the unweighted premium to 7.1 percent, rising 
slightly to 8.4 percent if weighted.  
 
*Finally, CSO Table 4, while continuing to exclude personal protective 
services, now allows back the ESRI approach of also excluding size of 
enterprise as a variable. In this case the unweighted premium rises to 11.9 
percent, but to no more than 13.9 percent even when weighted.  
 
The CSO authors go on to conclude: “In light of the difficulties 
highlighted in this report in comparing public and private sector 
wages, it should be noted that any type of regression or related 
analysis that attempts to directly compare earnings across the public 
and private sector is prone to oversimplification.”   
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MAKING SENSE OF THE LATEST CSO EARNINGS RELEASES  
 
The release on June 29 of public sector earnings data for the first quarter 
of 2009 led to sadly predictable newspaper headlines that “public sector 
wages rocket” and “public sector earnings continue to soar”. The 
response to the public sector earnings data for the second quarter of this 
year, released on October 23, has been only slightly more muted. 
Attention has focused on the fact that average weekly earnings in the 
public sector were 3.2 percent higher in June than they were twelve 
months previously. 
 
*The first qualification to note is that when account is taken of the 
changing composition of employment, the year-on-year increase in the 
index of average earnings is limited to 2.2 percent. 
 
*The second qualification to note is that all of that limited increase took 
place in the six months between June and December 2008. Throughout 
the course of this year, from December 2008 to June 2009, the public 
sector average earnings index has remained frozen. 
 
* The third point to note is that completely absent from these official 
public sector earnings statistics is any account being taken of the so-
called “pension levy” which, the Department of Finance freely 
admits, amounts to a de facto pay cut averaging 7 percent. 
 
*Total public sector employment (incl. health) was down in June 2009 by 
1,400 since the previous quarter and by 2,700 year-on-year.  
 
INDUSTRIAL EARNINGS AND EMPLOYMENT  
 
The Earnings and Labour Costs industrial earnings data for the second 
quarter of 2009, released on November 20, seems to be leaving most 
commentators, whether academic or media, considerably bewildered, 
since it is not providing the results they wanted. In the second quarter of 
2009 the hourly earnings of the various employee categories in industry 
amounted to the following: 
 
 Excl. irreg bonuses  Incl irreg bonuses  
 �  �  
All Employees  
Managers & Professionals 
Clericals.  
Manuals   

20.32 
29.50 
19.84 
16.55 

21.20 
31.01 
20.74 
17.14 
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In order to provide a more clearcut top to bottom comparisons we have 
not included clerical employees in the following details of the quarterly 
percentage changes in these hourly earnings. 
 
 All Employees  Mgrs & Profnls  Manuals  
 Excl 

bonuses  
Incl. 
bonuses  

Excl. 
bonuses  

Incl. 
bonuses  

Excl. 
bonuses  

Incl. 
bonuses  

2008 q3 
2008 q4 
2009 q1 
2009q2 

+0.7 
+3.3 
+2.0 
-1.2 

-0.4 
+5.8 
+3.8 
-4.8 

+1.0 
+1.7 
+1.7 
-2.0 

-1.0 
+4.2 
+9.6 
-11.2 

-0.4 
+3.7 
+1.0 
-0.8 

-0.8 
+6.0 
-1.0 
-0.4 

Year-on-year  +4.8 +4.2 +2.4 +0.4 +3.4 +3.7 
  
In interpreting quarterly figures from this series a particular word of 
caution needs to be entered. This series does not measure the rate of 
hourly pay. It measures pay over the full three months of the quarter 
concerned and then divides by the number of hours worked. Since the 
expiry of the original T2016 Pay Agreement in March 2008, there was an 
effective pay freeze until the Transitional Pay Agreement was ratified in 
October 2008, which in turn provided for a three month pay freeze. 
Nonetheless, early starters would have been due the 3.5 percent pay 
increase since July 2008, and other categories from starting dates in 
subsequent months. The increase in quarterly earnings of 3.7 percent in 
the final quarter is therefore an amalgam of those receiving the first phase 
increase of 3.5 percent, along with significant payment of arrears, those 
not receiving any increase at all, and a small minority experiencing pay 
cuts. Similarly the 0.8 percent quarterly decline in such hourly earnings 
for the second quarter of 2007 does not indicate the emergence of any 
predominance of pay cuts, as the disappearance of lump sum arrears 
payments would be sufficient in and of themselves to produce a quarter to 
quarter negative statistic.  
 
Far from being any more mysterious, these earnings statistics are 
perfectly compatible with IBEC survey data.  
 
In September the IBEC Research Unit produced data which confirmed 
that in August, as in May, it was pay freezes, rather than pay cuts, that 
were very much still prevailed, although there had been an increase in the 
latter since May. 
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Company action since Jan. 2009 re production workers’ pay  
 
Percentage of Companies  May  August  

 
Pay increase  
Pay freeze 
Pay cut  
Not stated  

13 
55 
10 
22 

9 
55 
14 
22 

 
Returning to the CSO Earnings and Labour Costs release, this showed 
that manual workers in industry had experience a year-on-year decrease 
in their average weekly paid hours from 39.2 to 37.3.  
 
But it is primarily job losses which private sector industrial workers 
have devastatingly endured, with a year-on-year employment fall of 
17,700 jobs, from 142,700 to 125,000. There has, indeed, been an even 
greater cumulative fall of 31,400 in the number of manual workers 
employed in industry, as shown by this CSO series, from a 156,400 
peak in the second quarter of 2006.  
 
In contrast, managerial and professional employees in industry have 
experienced a year-on-year decline of just 600, from 52,400 to 51,800. 
And while their overall earnings have remained frozen in the year to the 
second quarter of 2009, it is they who have in fact been the real 
beneficiaries from pay developments over the past decade.  
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REVIEWING A DECADE OF PAY DEVELOPMENTS IN 
PRIVATE INDUSTRY AND THE PUBLIC SECTOR  
 
All the ESRI papers on public/private sector pay comparisons between 
March 2003 to October 2006 refer to the benchmarking awards 
implemented between mid 2003 and mid 2005. It is suggested that the 
gap has probably widened significantly further since then, on top of the 
suggestion that the original benchmarking increases were very much 
unwarranted in the first place.  
 
One would think that all such analysts and polemicists would see some 
merit in ascertaining what pay developments had been occurring prior to 
benchmarking whether or not and to what extent there might have been 
overcompensation regarding same, and the extent to which public and 
private pay developments might have diverged since then. Not at all! 
Sweeping assertion must be allowed to prevail. It has, accordingly been 
left to SIPTU to engage in this review of pay developments over the full 
decade to December 2008, and the six months thereafter. For ease of 
reading, the Tables and Charts referred to in this section have been 
grouped together in a Statistical Appendix. 
 
It was in August 2007 that the CSO first issued its Earnings and Labour 
Costs series. For the first time this enabled us to track, from the final 
quarter of 2005, two sets of industrial earnings statistics, one that 
excluded irregular bonus payments and another that, at long last included 
such bonus payments. By sub-dividing all employees into the three 
categories of managers/professionals, clericals and manuals we can, in 
turn, gain some insight as to how the average earnings results in respect 
of all employees are determined, not only by earnings developments 
within each of those sub-sets, but by their changing respective weights in 
industry’s overall workforce. For example, the latest year-on-year 4.2 
percent increase in average earnings for all industrial employees may 
initially seem hard to make sense of, when the average increase for 
manual workers was just 3.7 percent and that for managers was on this 
occasion just 0.4 percent. But it makes perfect sense when we recognise 
the shift in the weighting balance resulting from virtually unchanged 
numbers of higher paid managers and professionals side by side with 
significant and severe job losses among the lesser paid manual workers.  
 
Regrettably, the CSO has not yet developed an earnings index inclusive 
of bonuses which would also reflect further compositional changes within 
each of the three subsets of employees. But, since March 2009, it has at 
least been updating the previous index excluding bonuses which, if only 
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in that respect, allows us some continuity in reviewing the decade as a 
whole.  
 
To include the effect of regular bonuses, however, first requires us to 
review the period beginning from the final quarter of 2005. This has the 
additional merit of also enabling us to review respective average rates of 
pay changes in both the private and public sectors subsequent to the full 
implementation of the previously mentioned benchmarking awards.  
 
TABLE 1  enables us to compare levels of private industry average 
weekly earnings, inclusive of bonuses, in respect of both 
managers/professionals, with average weekly earnings in the public 
sector, at six monthly intervals over the three and a half years from end 
2005 to mid 2009. 
 
TABLE 2 tracks the rates of change in such pay levels. Private sector 
managers had a cumulative increase of 13.5 percent, compared with a 
public sector increase of 12 percent and a private sector manual workers’ 
increase of just 5.4 percent. But the effect of the “pension levy” has been 
to pull the public sector earnings increase back to 4.2 percent.  
 
TABLE 3  discounts these money increases by the corresponding 
cumulative consumer price inflation. Between end-2005 and mid-2009 
only private industry managers stayed ahead of inflation, while both 
private sector manual workers and public sector employees as a 
whole did not.  
 
TABLE 4 enables us to now move to the 7 year period from end-1998 to 
end-2005, and compare money earnings movements. Unfortunately, this 
data does not include bonuses which, if it had, would most likely have 
shown a sharper increase for private industry managers and professionals. 
Given the limitations of excluding bonuses, however, it can still be seen 
that for the first 5 years of this period cumulative public sector pay 
increases fell behind the pay increases of both private industry managers 
and manual workers. Only with completion of benchmarking do the 
statistics show cumulative public sector earnings increases exceed private 
industry by 3 percentage points by the end of the full 7 year period.  
 
TABLE 5  discounts the previous results by the cumulative inflation of 28 
percent over the same 7 year period. The cumulative gain of the public 
ahead of the private sector is less than 3 percentage points.  
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TABLE 6 takes account of the fact that average money earnings changes 
do not tell the full story. The previous 2 tables suggest that private 
industry managers’ pay and manual workers’ pay each grew at the same 
rate. But this takes no account of the changing composition and 
distribution of different pay levels within each of the 3 sets of pay 
movements being analysed. Only an index that adjusts for the effects of 
such changing composition can do that. In nominal terms, therefore, we 
see that at the end of full 7 year-period the relative gain in cumulative pay 
increases for public sector earnings over private industry manuals is 8 
percentage points. Far more noteworthy, however, is that the fact private 
industry managers and professionals have established a relative gain over 
manual workers is their employment of over 12 percentage points and 
have also exceeded the cumulative increase in pubic sector earnings by 4 
percentage points.  
 
TABLE 7 adjusts the previous set of results for inflation, slightly 
reducing the relative real value gain of public sector earnings increases 
over those of private sector manuals to 6.5 percentage points. The 
relative real value gain for private industry managers over manual 
employees is still high at 9.5 percentage points and it also exceeds the 
public sector gain by 3 percentage points.  
 
TABLES A, B AND C bring us back to the more recent three and a half 
years period from the end of 2005. These illustrate how the absence of an 
index for earnings data that include bonuses is likely to have seriously 
underestimated the further relative gains of private industry managers.  
 
TABLE 8 brings us back to the only industrial earnings index that the 
CSO has made available, one for earnings excluding bonuses, which we 
discount by inflation to get real changes. Both private industry manual 
workers and public sector employees, after taking account of the “pension 
levy”, fell short of matching the cumulative increase in consumer prices 
between end-2005 and mid-2009. Private industry managers, however, 
were ahead of such cumulative inflation by 7 percentage points and, 
were there an index that also took account of irregular bonuses, the real 
gain would have been extended out to approximately 13 percentage 
points.  
 
TABLE 9 brings us to an overview of real value changes in earnings 
indices over the whole decade, and subsequent 6 months, between end-
1998 and mid-2009. 

·  Private industry manual workers had a cumulative real gain of 13.5 
percent. 
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·  Public sector employees had a cumulative real gain of 26.4 
percent, until the “pension levy” pulled that back to 17.6 percent. 

·  Private sector managers and professionals had a real gain of 32.8 
percent, but if bonuses had been included the real gain would have 
exceeded 40 percent.  

 
Now we turn briefly to the only other sector so far covered by the CSO’s 
Earnings and Labour Costs series. 
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 FINANCIAL AND INSURANCE ACTIVITIES  
 
In the year to mid-June 2009 hourly earnings, excluding bonuses, for all 
employees in this sector effectively just marked time, with an average 
increase of just 0.5 percent. But because irregular bonuses play such a 
large part in the total remuneration packages of this sector, the fact that 
they plummeted by 69 percent has resulted in hourly earnings, inclusive 
of such bonuses, declining by 11.9 percent in the year to mid 2009. 
 
This prompted the front-page lead story of the first edition of the Sunday 
Independent on November 23 to scream the following headline: 
“Lenihan: 12% cut in the public pay target. Reductions in private sector 
to be used as Budget benchmark”. 
 
The opening sentence of this “story”, in collapsing the whole of the 
private sector into financial and insurance activities, continued with the 
following sectoral “makey-upper”:  
 
“Finance Minister Brian Lenihan has indicated he will use the 11.9 
percent pay cut private sector workers have already taken as a benchmark 
for public sector pay cuts, the Sunday Independent has learned.”  
 
TABLES 10, 11 AND 12 provide greater perspective on the Financial 
and Insurance Activities sector itself, with special attention given to the 
disparity between the cumulative returns to managers and clericals, 
respectively, in this sector. Between end-2005 and mid-2009, clerical 
workers earnings fell short of matching inflation by 3.4 percentage 
points, as compared with public sectors workers falling short by 2.8 
percentage points after taking account of the pensions levy. 
 
By way of sharp contrast, notwithstanding last year’s sharp reductions in 
managerial bonuses, their sheer magnitude in the intervening years from 
2005 onwards still saw the managers and professionals category in 
financial and insurance activities securing a cumulative real gain of 6.6 
percent by mid-2009, even exceeding the 6.0 percent real gain secured 
by managers and professionals in industry. These turned out to be the real 
winners of the period under review. 
 
Finally, it is now appropriate, having identified the higher-paid 
winners, to turn to defending the lowest of low-paid workers, those 
on the Minimum Wage.  
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DEFENDING THE MINIMUM WAGE – THE FACTS   
 
On July 30, Eurostat – the European Union’s Statistical Office – released 
a new issue of its “data in focus” series, entitled “Minimum Wages in 
January 2009”. At first glance, its initial set of statistical data seems to 
bear out the Establishment mantra: that while Luxembourg’s minimum 
wage works out at � 1,642 per month, Ireland’s, at an equivalent of 
� 1,462 per month, comes in at second place among fellow EU states – 
being higher, for example, than France’s � 1,321 per month.  
 
But then the devil is in the detail of the footnotes. Whereas Ireland’s 
monthly rate is calculated on the basis of a 39 hour week, France’s refers 
to a 35 hour week. The French hourly  minimum wage of � 8.71 is 
accordingly higher than the Irish one of � 8.65.  
 
The other detail that goes missing in media commentary is the fact that 
such data refers only to member states with statutory minimum wages 
regulated by national legislation. It  therefore excludes Scandinavian 
countries, where it is not law but collective agreements which set 
minimum wages for particular sectors.  An October 2008 study by the 
Swedish economist Per Skedinger provides the latest available 
comparative data for hourly minimum wages in 2006 [in euros]:  
 
                          Construction      Retail       Hotels & restaurants        
 
DENMARK               12.89             12.60             13.44  
 
FINLAND                   7.60                8.32              8.36  
 
NORWAY                14.67             12.64             13.91  
 
SWEDEN                   8.48                9.45               9.38       
 
2006 was a year when the hourly minimum wage was � 7.65 in Ireland 
and � 8.03 in France. By this more extensive reckoning of hourly  
minimum wage rates, therefore, Ireland effectively ranked not second 
but sixth among EU states [of which Norway is not a member]: behind 
Luxembourg, Denmark, Sweden and France and – effectively - 
Finland.  
 
But let us now return to the Eurostat convention that only takes account 
of statutory minimum wages, and does so on a monthly, not an hourly, 
basis – thereby initially ranking Ireland in second place. By its own 
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admission, this approach takes no account of cost-of-living  differences 
between member states. For this reason, Eurostat next proceeds to factor 
in such differences by expressing each national minimum wage in terms 
of Purchasing Power Parities. By this Eurostat measure of the effective 
statuary minimum wage [which approach again excludes the higher 
paying Scandinavian countries], Ireland’s ranking drops sharply down 
from second to sixth:  
 
Jan. 2009 Minimum Wage Rates in common Purchasing Power 
Parities  
 
LUXEMBOURG          1,413  
NETHERLANDS         1,336  
BELGIUM                    1,254  
FRANCE                      1,189  
UK                                 1,154  
IRELAND                     1,152   
 
We must again draw attention to the fact that, whereas the monthly level 
for Ireland is calculated on a 39 hour week, that for the UK is 38 hours, 
and for France 35 hours. Accordingly, when hourly minimum wage rates 
are expressed in purchasing power parities, Ireland’s level of 6.82 is 
further exceeded by 6.97 for the UK and 7.83 for France.  
 
Finally, Eurostat provides data for yet anther comparative measure where 
Ireland’s ranking  falls even more sharply to ninth place:  
 
MINIMUM WAGES AS % OF AVERAGE MONTHLY 
EARNINGS  
 
MALTA [2008]                          52.01  
LUXEMBOURG [2008]            50.19  
FRANCE [2007]                        48.1  
SLOVAKIA [2007]                    46.6  
NETHERLANDS [2005]           45.5  
SLOVENIA [2008]                    43.58  
SPAIN [2007]                            43.13  
BULGARIA [2008]                  42.15  
IRELAND [2008]                     42  
 
In non-statutory EU countries the corresponding 2006 percentages were 
Sweden 55, Denmark 53 and Finland 44 [Norway was 53] – which would 
have placed Ireland down at twelfth  place in de facto EU ranking.  
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MINIMUM WAGE ALREADY CUT!  
 
The Establishment clarion cry for a cut in the minimum wage is based on 
an "analysis" which, if it exists it all, is decidedly faulty. The minimum 
wage was equivalent to � 5.59 per hour when first introduced in April 
2000. In the meantime, average industrial earnings for manual workers 
increased by 62 percent up to the second quarter of this year.  
If there had been a pro rata adjustment in the minimum wage, it 
would have been reset at a level of � 9.06 from this July.  
  
The hard fact is that the minimum wage has actually been frozen at 
level of � 8.65 for the past two years - since July 2007.  
 
Furthermore, in May of this year, it experienced a de facto cut, when the 
Minister for Finance subjected it to a 2 percent income levy, thereby 
reducing the take-home minimum wage to � 8.48 per hour. On top of that, 
the Harmonised Index of Consumer Prices, as of October 2009, remains 
higher by 0.6 percent than its level in July 2007.  
 
Minimum wage earners have, accordingly, already suffered a 2.6 
percent cut in their living standards.  
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CONCLUDING REMARKS  
 
This has been a rather long paper, but necessarily so, in order to confront 
the deluge of “lies, damn lies and statistics” to which we have been 
subjected in respect of pay developments. Nobody other than SIPTU has 
been prepared to undertake such a review of the past decade in order to 
restore some clarity and objectivity to the debate. Hopefully, by 
dispelling some of the hysteria and myth-making that has prevailed 
regarding the past, there can be a more rational approach to where we 
need to go from now.  
 

Manus O’Riordan  
Head of Research  

SIPTU  
November 30, 2009  

moriordan@siptu.ie  
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