
VXXXVIII International Conference - Applied Econometrics Association – Mons (B) 2004 
ECONOMETRICS of LABOUR DEMAND 

 

w w w . a e a . F e d - E c o . o r g / 2 0 0 4 M o n s  

The Impact of Minimum Wages and taxes on Hours and Employment 
 

Eric Strobl and Frank Walsh* 
CORE, Universite catholique de Louvain  and University College Dublin 

*Corresponding author: Frank Walsh 
Economics Department, g216, John Henry Newman building, University College Dublin, Dublin 4 Ireland. 

Email Frank.Walsh@ucd.ie. Phone: 353-1-7168697. Fax: 353-1-2830068. 
 
 
 
 
 
Using a standard production function the equilibrium hours per worker wage locus is shown to be u-shaped 
in a competitive labour market. A minimum wage may thus either increase or decrease hours per worker 
and, by extension, the number of workers.  A change in the tax rate leaves firms choice of hours unchanged.  
We provide supporting evidence for this using data from Trinidad and Tobago.  We argue that examining 
total employment or full-time equivalents is not a meaningful way to measure the employment response to a 
minimum wage.   
 
 
 
 
 
 
 


