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Debates & Researches

The pros and cons of minimum wage legislation
have been hotly debated in Hong Kong. The
economists are the major opponents of the minimum
wage.

Many economists claim that a minimum wage
system will distort the price mechanism of the labour
market, and will increase unemployment
(disemployment effect) among the least-skilled

workers (Brown et al., 1982; Brown, 1988; Fowler,
2007; Neumark and Wascher, 2007).



Negative Impacts of Min Wage

minimum wage also lengthens the duration of
receiving welfare and induce disemployment among
welfare mothers (Brandon, 2008).

In short, according to its opponents, the introduction
of a minimum wage will hurt the vulnerable low pay
workers, whom it is ostensibly meant to help.



Alternative View Among Economists

However, there is also a growing alternative view
among other economists that the minimum wage
offers substantial benefits to low-wage workers by
increasing their wage (wage effect) without
negative employment effect.

Recent research has shown that the job loss
reported in earlier analyses does not occur when
the minimum wage is increased or introduced (Card,
19920, 1992b; Fox, 2006; Katz and Krueger,
1992; Machin and Wilson, 2004).




Time Series Studies

A number of studies conducted in the 1970s and
1980s, used time-series analyses to exploring the
link between minimum wages and employment and
conclude the disemployment effect of raising
minimum wage.

A limitation of time-series studies is that they use
relatively few statistical controls to disentangle the
effects of the minimum wage from all of the many
other changes occurring in the economy during the
period examined (Fox, 2006).



differences-indifferences

methodology.

In 1992, David Card broke the time-series tradition
by using the differences-indifferences methodology.

This technique ensures the researcher is controlling
for all the relevant factors in the economy that,
along with the minimum wage, might be determining
employment outcomes. The difference-indifference
approach mimics experimental treatment and
control groups used in clinical trials



Compare state to state (Card, 1992b).

. Comparing California to a group of similar states
that did not experience a minimum wage increase,
Card found a significant wage effect with no
significant disemployment effect



Firm to Firm (Katz and Krueger, 1992)

Katz and Krueger (1992) also adopted a similar
treatment group and control group methodology as
Card, but this time the unit of analysis is firm-level
but not state-level data.

By examining variations in wages by using firms
already paying higher-than-minimum wages before
the minimum wage increase as a control group, this
study found a statistically significant positive
employment effect (Katz and Krueger 1992).



New Jersey — Pennsylvania
Study )Card and Krueger,1994)

later cooperated in their New Jersey minimum wage
study by examining firm-level data using a natural
experiment methodology. The study examined the
responses of firms on both sides of the New Jersey-
Pennsylvania state border before and after the
imposition of New Jersey’s 1992 minimum wage
increase.

The firms in New Jersey served as experimental groups
and those in Pennsylvania served as control group. They
concluded that the increase in the New Jersey minimum

wage did not result in any measurable negative effect

on employment.



UK NMW 1999

In the United Kingdom, the introduction of the
National Minimum Wage (NMW) in April 1999
provided a valuable opportunity to examine the
impacts of introducing a minimum wage, in different
industries and on different groups.

One of the terms of reference of the Low Wage
Commission in UK is to consider the impact of
minimum wage on different groups of workers
including different age groups, people with
disabilities, workers from ethnic minority groups,
women and migrant workers.



Focus of research

The Commission considers that paying particular

attention to these groups of workers is important as
they are disproportionately represented in the low-
paying sectors and occupations and therefore more

likely to be affected by the minimum wage. (Low
Pay Commission, 2008).
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