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Prof. David Neumark, University California, Irvine RIETI
(“Minimum Wages, Employment, and the Income Distribution”, 2007/11/16
P

« Minimum wages likely always entail disemployment effects that
have to be weighed against other possible benefits

* Inthe United States, minimum wage increases do not help the poor
or reduce poverty, and may make things worse

» Other wage floors (such as living wages) affect different workers,
and have more beneficial different distributional effects

» Better to use policies like EITC
— Raises income by encouraging work
« Contrasts with minimum wage, which taxes hiring of less-skilled workers
— Effectively targets poor and low-income families

— Beneficial employment and distributional effects supported by both
theory, and evidence for the United States

— Even if minimum wages have better distributional effects in other
countries, likely that EITC is more effective



