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A decomposition of the trend of wage inequality revealed that wage differential had
decreased between groups of workers, defined over education and potential experience,
while it had increased within a group. The increase of minimum wage is often proposed to
reduce wage inequality but economists concern the reduction of employment. Indeed the
increase of minimum wage is found to decrease the employment of young men and middle
aged women. Negative effect on employment is particularly large on married middle aged
women.
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Year 1982 2002

Minimum Wage Worker? No Yes No Yes
Household Head
-99 (10000 yen) 0.08 5.28 0.14 2.27
-199 5.28 9.32 1.23 7.26
-299 12.15 3.53 4.35 5.38
-399 12.98 1.87 6.55 3.03
-499 10.69 1.01 7.34 1.92
500- 20.5 1.09 37.64 3.88
Non-Household Head
-99 0.01 0.77 0.02 0.43
-199 0.59 5.73 0.19 1.98
-299 2.67 14.69 0.83 5.09
-399 5.09 17.77 1.96 8.5
-499 7.00 15.35 3.1 9.72
500- 22.97 23.56 36.66 50.54
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