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SUMMARY. This paper analyses how minimum wage changes in Ireland and Bulgaria from
2010 to 2024 are connected to their youth unemployment. Using data from Eurostat and the
World Bank, simple linear regressions were conducted to see whether higher minimum wages
correlate to higher or lower youth unemployment rates. The results show a strong negative
relationship in both countries, meaning that youth unemployment usually fell when minimum
wages increased. However, the analysis also shows that overall economic growth and external
shocks like the COVID-19 pandemic had a much stronger influence on youth unemployment
than the minimum wage alone.
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This paper will estimate how changes in the minimum wage affect youth
unemployment in Ireland, which has the second-highest minimum wage in the EU,
and Bulgaria, which has the lowest minimum wage in the EU. Luxembourg
technically has the first highest minimum wage, but it is very small labour market
of 349 964 people, compared to Bulgaria’s 3 123 797, would have made the
analysis less reliable. This way, Ireland’s labour force of 2 856 577 would be perfect
for the comparison [1].

Lots of different authors have already analysed whether increasing the
minimum wage helps or harms youth employment. Older study of Ghellab (1998),
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states that higher minimum wages can make employers want to hire more
experienced workers when they are paying more, which in turn makes it much
harder for young people to get a job. However, more recent studies show that it
actually depends more on each country’s economy. For example, Tkacova,
Gavurova & Gontkovicova (2024) found that in the V4 countries (Czech Republic,
Hungary, Poland, and Slovakia), the minimum wage does not always worsen youth
unemployment and sometimes has almost no effect at all. Stroe, Vuc, Pan3,
Fanea-lvanovici & Maftei (2025) also found mixed results in Central and Eastern
Europe, where minimum wage increases can support living standards but also put
pressure on youth employment if the economy is unstable.

Yet, despite of the topic being so popular, there were no studies done
comparing two completely different EU economies. This is why this paper focuses
on Ireland and Bulgaria. Using data from Eurostat and the World Bank for years
2010-2024, were conducted simple linear regressions to see whether higher
minimum wages contribute to higher or lower youth unemployment in each country.
The goal is not to prove any of the thoughts, but to figure out whether this
connection exists at all, and how it differs depending on the size of economies.

In this paper, all minimum wage values come from Eurostat’s bi-annual
minimum wage dataset, youth unemployment rates come from the World Bank
ILO-modelled series, and GDP per capita data, used as additional information to
understand the background behind all of the youth unemployment and minimum
wage changes, comes from Eurostat’s real GDP per capita database.

These sources were used, because they are official and reliable statistical
sources, which provide harmonised and relevant up-to-date data, that covers very
long periods, including 2010-2024, with no gaps.

For each country, used variables are: minimum wage in euros, taken as x, or
independent variable, and youth unemployment rate as a percentage of the labour
force, taken as y, or dependent variable.

| estimated the relationship of the variables using a simple linear regression
twice, for each country:

y=by+b X x+e (1)

where:

y — dependent variable, influenced by x

x — independent variable, which influences y

b, — intercept, starting value of y

b; — slope, change in y per x

e — errors, differencs between actual and predicted values of y

This model allows to see whether the relationship between the minimum
wage and youth unemployment is positive or negative, and how strong it is. Simple
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model was used because the paper focuses specifically on the connection of these
two variables, and even though factors like GDP, productivity or demographics
matter a lot in real life, adding too many variables would only make the result
confusing and move the paper away from the main question.

Firstly, was calculated the p-value, which is 0,0004 for Bulgaria and 0,0012
for Ireland, and given that both of them are lower than 0,05, it proves that the
relationship between the variables is statistically significant for both countries.

Then was compiled the regression equations based on the data:

Youth unemp. = 29,9980679 — 0,048860023 X Minimum wage + e (2)

for Bulgaria, and

Youth unemp. = 63,68246994 — 0,027757542 X Minimum wage + e (3)

for Ireland. This means that for every additional euro in the minimum wage of a
country, Bulgaria’'s youth unemployment decreases by around 0,049 points, and
Ireland’s youth unemployment decreases by around 0,028 points.

Then was calculated the correlation coefficient R, which for Bulgaria is -0,79,
and for Ireland is -0,75, and given that both values are higher than -1, but lower
than -0.6, can be concluded that both countries have a strong negative linear
correlation between minimum wages and youth unemployment, which also can be
seen on their scatterplots (fig. 1 and 2).
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Fig. 1. Scatter plot of the relationship between the variables (Minimum
Wages and Youth Unemployment rate of Bulgaria)
(Source: compiled by the author on the baise of [5][6])
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Fig. 2. Scatter plot of the relationship between the variables (Minimum
Wages and Youth Unemployment rate of Ireland)
(Source: compiled by the author on the basis of [5][6])

By squaring the correlation coefficient, was found what percentage of youth
unemployment variation is explained by changes in minimal wages. In our case for
Bulgaria R? = 0,626, and for Ireland R? = 0,566, which means that minimal wages
explain around 62,6% of variations in youth unemployment for Bulgaria, and 56,6%
for Ireland, which is not that much, but still quite a lot.

This is quite surprising, given that lots of researches tell that the rise in
minimum wages usually correlates to higher youth unemployment rates, or does
not affect it at all, but for both countries we see the opposite picture, why so?

One of the reasons could be that both countries significantly grew in
economic terms from 2010 to 2024. Ireland’s GDP per capita doubled from €43
990 to €88 600, and Bulgaria’s also grew from €7 060 to €11 330, which is about
1,6 times rise [7]. So, even though minimum wages were rising, both countries
were also becoming richer, and employers had better conditions overall. This is
what probably made it easier for them to hire young people, even if wages were
increasing at the time, which proves that the fall in youth unemployment was most
likely due to general economic improvements, than to the minimum wage alone.

This becomes even clearer if we look at 2020 and 2021. In both countries,
youth unemployment rised again, even though minimum wages continued to go
up. This shows that something external, like, in this case, the COVID-19 pandemic,
made the unemployment increase, not the minimum wage. After the pandemic
finished and economies stabilized, youth unemployment starts falling again, which
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further proves that the labour market is more influenced by economic shocks and
recovery than by wage policies.
This is also supported by the errors in models for both countries (fig. 3 and 4).
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Fig. 3. Actual and predicted Youth Unemployment rates in Bulgaria based
on Minimum Wages
(Source: compiled by the author on the base of [5][6])
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Fig. 4. Actual and predicted Youth Unemployment rates in Ireland based on
Minimum Wages
(Source: compiled by the author on the base of [5][6])
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The standard error of the regression for Bulgaria is 17,33 and 25,42 for
Ireland. This shows how far, on average, the real youth unemployment rate differs
from the predicted model. From the difference in standart errors, as well as visually
from the graphs (fig. 3 and 4), we can see that Bulgaria’s model fits the real data a
bit better, while Ireland’s model differs more from the real values, which is logical,
given that in Bulgaria changes in minimum wages explain changes in youth
unemployment rate 6% more than in Ireland.

So, even though both of the regressions show a negative connection
between minimum wages and youth unemployment rates in both countries, it is
obvious that the minimum wage is far from being the only factor behind this.

In conclusion, this paper examined how minimum wage changes relate to
youth unemployment in Ireland and Bulgaria from 2010 to 2024. Even though many
studies say that higher minimum wages can harm young workers, the results here
showed a negative relationship in both countries. In other words, youth
unemployment fell as minimum wages increased.

Still, this does not mean that minimum wage growth was the main reason for
the improvement. Both countries grew economically during this period, and the rise
in GDP per capita probably played much bigger role in helping young people find
jobs. The COVID-19 years also showed that youth unemployment reacts more to
external shocks, not just wage policies.

The connection was stronger in Bulgaria than in Ireland, which makes sense
because Bulgaria’s labour market is more sensitive to low-wage changes, while
Ireland’s economy, is influenced much more by high-tech industries and overall
economic performance.
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