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The standard, competitive model



  



  

Re-evaluating the competitive model



  



  



  

"The increase in New Jersey’s minimum wage 
probably had no effect on total employment in 
New Jersey’s fast-food industry, and possibly 
had a small positive effect."

--Card and Krueger, American Economic 
Review, 2000



  



  



  

"We compare all contiguous county-pairs in the 
United States that straddle a state border and 
find no adverse employment effects... Our 
findings are robust to allowing for long-term 
effects of minimum wage changes."

--Dube, Lester, and Reich, Review of 
Economics and Statistics, 2010



  



  

"We apply recently developed meta-analysis 
methods to 64 US minimum-wage studies and 
corroborate that Card and Krueger’s findings were 
... correct. The minimum-wage effects literature is 
contaminated by publication selection bias, which we 
estimate to be slightly larger than the average reported 
minimum-wage effect. Once this publication selection 
is corrected, little or no evidence of a negative 
association between minimum wages and 
employment remains."

--Doucouliagos and Stanley, British Journal of 
Industrial Relations, 2009



  



  

How can this be?



  

Starting point:
Adjustments imposed by minimum wage are small



  

"Why Does the Minimum Wage Have No Discernible 
Effect on Employment?"
CEPR Briefing Paper February 2013

1. Reduction in hours worked
2. Reductions in non-wage benefits
3. Reductions in training
4. Changes in employment composition
5. Higher prices

6. Improvements in efficiency
7. "Efficiency wage" responses from workers
8. Wage compression
9. Reduction in profits
10. Increases in demand (minimum wage as stimulus)

11. Reduced turnover



  

Reduced turnover

(1) Turnover is expensive: 
Boushey and Glynn (2012): 20% of annual pay on 
average, 15% of annual pay for jobs below $30,000 

(2) Significant evidence minimum wage reduces turnover

Dube, Lester, Reich (2012): "striking evidence that 
separations, new hires, and turnover rates for teens and 
restaurant workers fall substantially following a minimum 
wage increase"

Dube, Naidu, Reich (2007), Fairris (2005), Howes (2005), 
Reich, Hall, and Jacobs (2005)
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IGM Economic Experts Panel
http://www.igmchicago.org/

"...[about 40] distinguished experts with a keen interest in 
public policy from the major areas of economics, to be 
geographically diverse, and to include Democrats, 
Republicans and Independents as well as older and 
younger scholars. The panel members are all senior 
faculty at the most elite research universities in the 
United States.  The panel includes Nobel Laureates, 
John Bates Clark Medalists, fellows of the Econometric 
society, past Presidents of both the American Economics 
Association and American Finance Association, past 
Democratic and Republican members of the President's 
Council of Economics, and past and current editors of the 
leading journals in the profession."
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