Department of Statistics
COURSE STATS 330
Assignment 3, 2003

Instructions: Hand in your completed assignment to the Student Resource Centre by 4pm
on Thursday 25th September.

Conventional economic wisdom holds that an increase in the minimum wage causes a
reduction in employment. On April 1 1992 (April Fool’s Day) the state of New Jersey
raised its minimum wage from $4.25 per hour to $5.05 per hour. This gave researchers an
opportunity to examine the effect, if any, of the increase on employment in the state. The
neighbouring state of Pennsylvania kept its minimum wage constant at $4.25, and so
serves as a control state. Since minimum wages only apply in low-wage industries, the
researchers concentrated on wages in fast-food outlets.

They surveyed employment at 376 fast-food restaurants in New Jersey and Pennsylvania
before and after the introduction of the minimum wage in New Jersey, and for each
restaurant recorded the following information:

Change in employment = number of employees after — number employees before,
variable enp. di f f

Gap = the proportional change in wages needed to bring wages up to the new minimum,
(this is zero for Pennsylvania stores and those NJ stores that were paying more than $5.05
before the new minimum wage), variable gap

Chain = the restaurant chain, one of Burger King, KFC, Roy Rodgers or Wendy'’s,
variable chai n

Chain Owned = indicates if the restaurant is owned by the chain (1) or locally owned (0),
Variable chai n. owned

The file enpl oynent . t xt contains these data.

Is there any evidence that the change in minimum wage has had an impact on
employment?

You are required to write a report of not more than 4 pages addressing this question.
Follow the format outlined in Arden Miller’s handout “Writing up Assignments” on the

course web page.

Data are given overleaf.
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