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My view on minimum wage is best summarized in the two commentaries attached (ӕ
႔Ѝ 2000; 2004). Instead of reiterating my arguments, I would like to briefly discuss some
empirical evidences.
The most frequently cited empirical evidence to support minimum wage is Card and
Krueger’s (1994) study.

They conducted a large-scale telephone survey and compared

employment levels of fast food restaurants in New Jersey and Pennsylvania before and after
New Jersey raised the minimum wage from $4.25 to $5.05. They found no evidence that the
change in minimum wage reduced employment. I would like to stress that their study is
based on a telephone survey and the respondents were not required to show real employment
records.
Many researchers responded negatively to Card and Krueger’s (1994) method of
analysis. Based on payroll records of similar sample as in Card and Krueger’s study,
Neumark and Wascher (2000) show that the minimum wage increase led to a decline in FTE
employment.

They, among others, raise serious doubts about the conclusions Card and

Krueger drew. It should be noted that Neumark and Wascher’s study is based on payroll
records and the results are more reliable than those of Card and Krueger’s study.
In the US, the federal minimum wage was raised from $3.35 in 1989 to $3.80 in 1990
and further to $4.25 in 1991. Deere et al. (1995) show that the years with minimum wage
increases were associated with significant employment decline for teenagers and for high
school dropouts.
Using monthly US Current Population Survey data from 1979 through 1997,
Burkhauser et al. (2000) find that there is a consistent and significant but modest negative
relationship between minimum wage increases and teenage employment using alternative
controls or allowing employer responses to the policy to occur with some delay.

To conclude, I consider minimum wage policy is a labour market policy which
attempts to achieve welfare objectives. I believe it does more harm than good and those who
suffered most are likely to be those whom people want to protect.
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