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Definition: The effect of minimum wages on employment is a mature, continuously researched
topic. This study discusses the core theoretical approaches on the relationship between the minimum
wage and employment, which is reflected by the empirical results from the international literature.
Moreover, it presents the findings of the most recent research and the results of meta-analyses of this
issue. While the theoretical approaches and outcomes of empirical studies vary, the meta-analysis
demonstrates the lack of a significant correlation between minimum wages and employment. In light
of the latest developments and meta-regressions, the literature does not provide a clear and definite
sign of the relationship, but the trend seems to be driven towards a negative direction of the impact
for the more sensitive groups. Therefore, further light needs to be shed onto this issue.
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1. Introduction to and Debate over Employment’s Effect on Minimum Wages

The effect of labor market institutions and policies on the evolving pattern of unem-
ployment in almost all countries globally has always been an important issue in economic
history. The labor market characteristics and the unemployment rates between Europe
and the USA, as well as among the European countries, are different. Many economists,
such as Blanchard and Wolfers [1], suggest that these differences in unemployment across
countries can be attributed to differences in labor market institutions and labor market
regulations, which are designed to form the appropriate labor market policy.

More specifically, the minimum wage, the employment protection, the influence of the
unions, the active and passive labor market policies, the unemployment benefits and the
tax-benefit policies of the governments, can account for the variability of employment levels.
Within this framework, this paper discusses the impact of minimum wages on employment.

The minimum wage is the lowest hourly, daily or monthly wage that employers are
bound by law to pay their workers. Equivalently, it is the lowest wage at which employees
can sell their labor. It is an important labor market institution which most countries all over
the world (92% of the International Labour Organisation’s member States) have already
introduced [2]. The opinions on the minimum wage legislation are usually expressed
by contradictory empirical results. One side is in favor of minimum wage, whereas the
opposing view considers that minimum wage has several disadvantages for economies.

More specifically, the main arguments in favor of minimum wage are as follows: It
improves the living standard of the poorest and most vulnerable groups of society since it
can raise family incomes at the bottom of the income distribution, thus, lowering poverty [3].
Moreover, it enhances active demand by moving resources from higher to lower incomes,
which are known to have a higher propensity to consume than the highest incomes [4].
Furthermore, it increases incentives to take on jobs [5] and encourages the activation of
the economically inactive population by becoming work-enticing in terms of being able to
secure a living (“making work pay”) [6].

On the other hand, minimum wage increases fail to stimulate growth and can have a
negative impact on vulnerable workers during recessions [7]. In addition, it is a hindrance
for firms which attempt to reduce the wage costs during trade or economic downturns,
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consequently generating various business inefficiencies [8]. Neumark [9] suggests that
among other potential downsides, a higher minimum wage may discourage firms from
employing low-wage, low-skill workers that minimum wages are intended to help, and
that targeted tax credits can do a better job of reaching the poor than minimum wages do.

The minimum wage is an essential labor market tool which alleviates circumstances
towards the smooth and balanced functioning of the labor market. Among the labor market
policies which can correct imbalances and help the entire society, employment protection,
unions, active and passive labor market policies, unemployment benefits and tax benefit
policies are also considered to be significant institutions.

Many social policy economists, such as Nickel [10] and Blanchard and Wolfers [1],
have suggested that the differences in the labor market institutions and policies which have
been designed to assist and regulate the labor market properly can explain the differences
in unemployment across countries. Within this framework, this study explored the impact
of minimum wages on employment.

In the literature related to the employment effects of minimum wages, since the
beginning of the research field, there has been an intense controversy regarding its impact
on the level of employment and unemployment. Until the early 1990s, the majority of
empirical studies agreed that the minimum wage had a negative effect on employment,
relying mainly on the neoclassical approach, according to which, the minimum wage
causes unemployment. However, since 1992, when a top labor economics journal (the
Industrial and Labor Relations Review) organized a Special Issue entitled “New Minimum
Wage Research: A Symposium” [11], new results have begun to emerge.

In particular, Card and Krueger’s studies overturned the old economic orthodoxy
about the minimum wage. David Card was awarded the Nobel Prize in 2021, and Alan
Krueger would have been awarded it as well if he had not passed away. Card and
Krueger challenged the conventional wisdom in labor economics, providing evidence
that the increase in minimum wages is not necessarily accompanied by a decrease in the
employment level.

Initially, Card [12], in a case study of California using data from the time period
1987–1989, found that the increase in the minimum wage in California in 1988 did not lead
to a decline in teenage employment or job losses in the retail trade. In another study of the
same year, Card [13] investigated the impact of the increase in the federal minimum wage
in April 1990 on teenagers’ employment and did not find evidence of a disemployment
effect on teenagers.

A few years later, Card and Krueger [14] compared the evolution of employment in the
fast-food industry of New Jersey, which raised its minimum wage in 1992, with the growth
in employment of Pennsylvania, a neighboring state which did not raise it. They concluded
that the employment effects of the minimum wage increase ranged from non-existent to
marginally positive. This study accelerated the already renewed interest of researchers in
the employment effect of minimum wages and was a point of reference for a large series of
related empirical studies.

Neumark and Wascher were one of the greatest opponents of Card and Krueger’s
results and directly challenged their conclusions. Neumark and Wascher [15,16] used the
payroll statements of the fast-food chains in the US (instead of data from interviews, as
Card and Krueger did), comparing the states of New Jersey and Pennsylvania, and found
that an increase in the minimum wage resulted in a decrease in jobs for unskilled workers.

In 2008, Neumark and Wascher published their book entitled Minimum Wages, where
they analyzed over 300 studies on the minimum wage which had been conducted in
various countries all over the world since the beginning of the 1990s [17]. According to
the authors, the majority of the studies had revealed the negative employment effect of
minimum wages.

Within this framework of contradictory empirical results, it has to be highlighted
that the dominant point of view in the related literature was that minimum wage had a
negative effect on employment. This was the situation until 2009, when another breakpoint
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publication on this issue arose. This was the article by Doucouliagos and Stanley [18]
published in the prestigious British Journal of Industrial Relations.

In their review of 64 studies on the effects of the minimum wage on teenage employ-
ment in the USA, Doucouliagos and Stanley [18] found that the empirical literature was
contaminated by publication selection bias. Once this publication selection was corrected,
the average impact was close to zero, and the average elasticity of the meta-analysis was
found to be around −0.01.

Since then, more voices began to appear in the foreground which argued that the
increase in the minimum wage does not cause any negative impact on employment. The
International Labor Organization (ILO) supports the institution of the minimum wage.
Specifically, 90% of ILO member states have set one or more minimum wages through
collective bargaining or through statutory interventions [19].

Moreover, the International Monetary Fund (IMF) considers that the minimum wage,
as well as employment protection legislation and collective bargaining, helps to achieve low
unemployment and growth [20]. In addition, the Organization for Economic Co-operation
and Development (OECD) is in favor of minimum wage; however, in recent analyses, it has
been recommended that minimum wages should increase at a lower rate than the average
wage in order to create better chances for low-wage workers [21].

This study aimed to fill in a gap in the literature by offering a comprehensive analysis
of the extant literature on the employment effects of minimum wages, identifying the
theoretical approaches and presenting the most recent results of the empirical research, as
well as the meta-analyses that have been conducted on this issue.

2. Theoretical Considerations and Approaches

The effect of the minimum wage on employment is one of the key issues in labor
economics that has been largely explored in the relevant literature, wherein a wealth of
varied and conflicting empirical results has emerged. In this context, various theoretical
approaches have been developed that either try to present the theoretical expectations of
the relationship, or explain the variation and diversification in the results. In summary,
these theoretical approaches can be categorized as follows: (a) the Neoclassical approach,
(b) monopsony models, (c) the Keynesian approach, (d) the efficiency wage theory and
(e) search-and-matching models.

2.1. The Neoclassical Approach

The “orthodox” Neoclassical approach considers the minimum wage as an element
that distorts the balanced function of the labor market by increasing the initially low wages
beyond the equilibrium point E. According to a simple labor market supply and demand
model, the intersection of the labor supply curve and the labor demand curve determines
the number of people employed (E*) and the equilibrium wage (W*) so that unemployment
is zero (Figure 1). Establishing a minimum wage (higher than W*) means that, based on
the labor demand curve D, employers will hire EMW workers at that wage, which is less
than the E* they would hire if the wage were M*. Thus, the higher the minimum wage
is set above the equilibrium price (market price), the more unemployment it causes and,
consequently, the greater the losses in employment (ES−EMW).

2.2. Monopsony Model

The Neoclassical perception of the negative impact of minimum wages on employment
is not always accepted, even by economists who move within the broader framework of the
Neoclassical model. Some economists have disputed the basic assumptions of the above
labor market model, as well as its logical basis [22,23]. If, in contrast to the assumption of
perfect competition, we consider the assumption of monopsony, where employers collec-
tively have greater power and relative control in the market, in which the employers collude
with each other and exploit the imperfect information and other personal weaknesses of
low wages, we are led to a different point of wage–employment equilibrium.
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Figure 1. The employment effect of minimum wages in the Neoclassical model.

In such a monopsony situation, in the absence of a minimum wage, not only the
equilibrium wage but also the number of employees would be lower than what would
prevail in conditions of perfect competition (see Figure 2). The monopsonist sets the wage
at the point where the marginal cost of labor (MCE) equals the marginal revenue of the
product (VMPE). At this wage (WMP), the number of workers employed is EMP, which
is less than that in the case of the competitive level E*. Therefore, in a monopsony labor
market, there is underemployment. In that sense, if the government imposes a wage floor
of W’, the firm can hire up to E’ workers, which implies that the imposition of a minimum
wage on a monopsonistic market can increase employment.
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2.3. Keynesian Approach

According to the Keynesian approach, the consequences of an increase in the level of
minimum wage cannot a priori determine the direction of the impact on employment. As
is the case with commodity prices, an increase in wages will increase the labor costs and
is expected to cause an increase in product prices, while a decrease in wages is expected
to result in a decrease in prices. International competition cannot affect this result (the
increase in prices) in the short term, but only in the long term. In any case, there is no direct
connection between the change in wages and the change in employment [24]. In a nutshell,
the point is that the Keynesian approach assumes that the introduction of a minimum wage
is expected to exert some upward pressure on the price of products, while its effect on
employment is unspecified in advance.

2.4. Efficiency Wage

The efficiency wage theory is another approach which can explain why minimum
wages do not have negative effects on employment. The main idea was initially addressed
by Akerlof in 1982, who suggested that higher wages can lead to higher productivity and
efficiency by workers, which could possibly compensate for the higher labor costs that a
minimum wage may cause [25,26].

In this direction, there is also the study by Shapiro and Stiglitz [27], who assumed
that there are two levels of work intensity: a low level at which employees produce no
product, and a high level of labor intensity at which they normally produce product.
Employers, in order to force the employees to work at a high level of intensity, use the
threat of dismissal. Given employers’ limited ability to distinguish workers who are not
working at high intensity, employers have an interest in raising wages to a level that makes
it unprofitable for the employee to choose low-intensity work, and thus, face the increased
risk of dismissal.

Rebitzer and Taylor [28] also showed that the imposition of a minimum wage slightly
above the level of the equilibrium wage can raise the possible cost of dismissal for an
employee so the company can devote fewer resources to monitoring the work effort and
devote this amount of money and resources to the recruitment of additional workers.

In other words, in the efficiency wage model, a minimum wage above the equilibrium
wage increases the employment level. Therefore, an increase in the minimum wage above
the point and level shaped by a competitive market leads to an increase in both wages and
employment, similar to the case of monopsony.

2.5. Search-and-Matching Models

In these models, minimum wage increases can affect the search and matching effort
of job seekers. The employment effect of such an increase in the minimum wage depends
mainly on endogenous responses to such search efforts [29–31]. Concisely, we would say
that in these models, the increased minimum wage causes an increase in the hiring cost.
However, this increased cost can be offset by the supply side, as those who enter the labor
force and search for a potential job do it more willingly and more intensely, resulting in
better job matches and increases in employment.

It may be the case that workers may not be very well informed about the potential
work possibilities they have and they choose jobs which they know will be available. As a
consequence, a firm which offers increased wages attracts new workers more easily, while
firms which offer lower salaries lose their staff. In this way, a minimum wage can lead to an
increase in the level of employment because it increases the probability that some workers
will receive a wage offer that exceeds their reservation wage and because it induces firms
already paying above the minimum to raise their wage offers as well.

3. Empirical Literature and the Most Recent Research

For decades, the vast majority of economists considered that the minimum wage had a
negative impact on employment and, until the early 1990s, the Neoclassical model prevailed
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in the minimum wage–employment relationship. Characteristically, Brown [32] concluded
that time-series studies showed systematically that a 10% change in the minimum wage
led to a reduction in the youth employment rate by 1 to 3%. This result seems to agree with
the predictions of the competing model regarding the labor market.

This was the case until 1992, when the influential studies by Card and Kruger became
a point of reference for a large series of related empirical studies in the New Minimum
Wage Research period that followed, as we discussed in the previous section. However,
Card and Krueger’s studies in the 1990s were based on a single case of an increase in the
minimum wage, thus, being exposed to the possibility of random error in the measurement.
By the term random error, we mean that Card and Krueger measured the employment
effect of a single minimum wage increase once, but this measurement may have been
incorrect because of the intrusion of some unspecified factor that altered various aspects
with respect to the relationship of the measurement. Therefore, repeating the measurement
is important to avoid this kind of problem.

Neumark and Wascher directly challenged Card and Krueger’s conclusions with their
own empirical study [16] They examined payroll data (instead of data from interviews, as
in the case of Card and Krueger) from the fast-food industry in the US, and compared the
states of New Jersey and Pennsylvania, as did Card and Krueger. Their findings pointed to
a decrease in jobs for unskilled workers from an increase in the minimum wage.

Ropponen [33] attempted to reconcile the results of Card and Krueger with those of
Neumark and Wascher. Her conclusion was that the main reason for the divergence in the
results of the two opposing sides of the leading labor economists was that they refer to
different types of businesses. Thus, the minimum wage appeared to have small positive
effects on employment when it came to small restaurants (as explored by Card and Krueger)
and negative effects when it came to large fast-food chains (as investigated by Neumark
and Washer).

In the New Minimum Wage area, contradictory empirical results have been generated
and an extensive body of the literature was developed which was oriented towards either
the adoption of the findings on the side of Card and Krueger, or on the side of Neumark
and Wascher. For instance, Dube et al. [34] provided opposing results to those of Neumark
and Wascher. They used Card and Krueger’s approach of comparing employment in
states that raised the minimum wage and states that did not raise it, but increased the
number of cases to 1361 counties within the USA and extended the observation period to
20 years (1990–2009). Their study found no effect on employment from raising the wage.
Additionally, Hirsh et al. [35] investigated 81 fast-food restaurants in Georgia and Alabama,
and did not find a significant negative impact on employment. Dube [36] shed further light
on this issue and stated that in order to evaluate the impact of a minimum wage increase
on employment, we should weigh the employment metrics before and after raising the
minimum wage on the basis of general employment trends. Therefore, studies which relate
the increase in the minimum wage in some states of the USA with declines in employment
should consider that the employment trend (in northern states) was already declining
even before the minimum wage increase. Addison et al. [37] investigated employment in
low-wage subsectors of retail trade, comparing pairs of counties across the US that did and
did not raise the minimum wage. Their study confirmed the findings of Dube et al. [34],
which showed that if we take the different existing county employment trends prior to the
minimum wage increase into account, there is no negative effect of the minimum wage
increase on employment.

There are also studies which provided opposite results to those of Card and Krueger.
For instance, Sabia et al. [38] examined successive increases in New York’s minimum wage
for the time period 2004–2007 compared with the neighboring states Pennsylvania, Ohio
and New Hampshire, where the minimum wage remained unchanged over the same
period. They found that raising the minimum wage had a significant negative effect on the
employment of unskilled young people. Meer and West [39] also found a negative effect
of the minimum wage on employment, but clarified that this was a medium-term impact.
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Another aspect to be mentioned is that the results of Neumark and Wascher have mainly
been supported with respect to the group of young people. A study by the OECD [40]
found a significant decrease in the employment of young people as a consequence of a
high minimum wage. Specifically, a higher minimum wage than the median increases the
unemployment of young people by 0.4–1.2%, depending on the reference country. Similar
results emerged from a study by the European Commission [41], where a 1% increase in
the minimum wage caused a decrease of 0.15–0.2% in youth employment. However, we
must mention that there are also studies, for instance that of Allegretto et al. [42], which
concluded that the minimum wage does not reduce youth employment.

In general, we would say that the literature on the effect of minimum wages on
employment in the New Minimum Wage area has provided various and contradictory
empirical results. Research on this issue is not only large but is also growing. In Table 1, we
attempt to present the most recent evidence in order to investigate the latest trends, the
direction of the relationship and the magnitude of the impact.

Table 1. Most recent empirical research on the employment effect of minimum wages.

Author(s) Year Country Data Period Group/Sector
Related Result(s)

Andriopoulou and
Karakitsios [43] 2022 Greece 2004–2019

Micro-level data
from the Greek

Labor Force
Survey (LFS)

Real minimum wages are
estimated to have either a

statistically insignificant or a very
small impact on unemployment

entries and exits.

Asravor and
Sackey [44] 2022 Ghana 1991–2018 Several sectors

The daily minimum wage
negatively affects sectoral

employment, with the
agricultural employment being

the worst affected.

Dustmann et al. [45] 2022 Germany 2014–2016

Nationwide
impact of the

introduction of the
minimum wage

in Germany

The minimum wage did not
lower employment.

Gregory and
Zierahn [46] 2022 Germany 1994–2008 Highly skilled

workers

Negative employment
effects for highly skilled workers

who are further up the wage
distribution hierarchy.

Jha et al. [47] 2022 USA 1990–2016 US restaurant
industry

Results using county pairs
showed a non-significant

long-term effect of minimum
wages, while by using pairs from
multi-state commuting zones, the
study found large and significant

negative effects of minimum
wages in the medium and

long term.

Roupakias [48] 2022 Greece 2016–2020

Region–industry
cells, employment

data from the
Greek Labor
Force Survey

There is some evidence
that an increase in the

minimum wage intensity is
correlated with a higher level of

female employment.
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Table 1. Cont.

Author(s) Year Country Data Period Group/Sector
Related Result(s)

van der
Westhuizen [49] 2022 New

Zealand 2001–2002 Teenagers
The 2001 minimum wage reform
had small and positive effects on

the employment of teenagers.

Bailey et al. [50] 2021 USA 1959–1973 Population

The 1966 Fair Labor Standards
Act (FLSA) reduced aggregate

employment only modestly.
Disemployment effects were
significantly greater among

African American men.

Campos-Vazquez
and Esquivel [51] 2021 Mexico 2017–2021 Private sector The study found no significant

effect on employment.

Chen [52] 2021 China 2014–2016 Low-skilled
workers

A 10% increase in the minimum
wage increased the probability of

unemployment by
0.51 percentage points,

but the result was
statistically insignificant.

Chorna [53] 2021 Poland 2008–2009 Firm level Sharp increases in the minimum
wage decreased employment.

Drucker et al. [54] 2021 Israel 2003–2010 Business owners
and workers

The minimum wage increase had
a negative impact on

employment.

Godoey and
Reich [55] 2021 USA 2005–2017 Low-wage

counties

The study did not detect adverse
effects on employment, weekly
hours or annual weeks worked.
In addition, it found negative

employment effects among
women, Black and/or

Hispanic people.

Kabatek [56] 2021 Netherlands 2006–2012 Youth aged
15 to 23

The results showed a statistically
significant increase in the

incidence of job separations prior
to the discontinuity. The
aggregate job separation

probability increased by 0.6 to
1.5% in the three months closest to
the workers’ birthdays, compared

with the rest of the year.

Katzkowicz et al. [57] 2021 Uruguay 2006–2016

Formal–informal
sector mobility

for women
in the domestic

work sector

The analysis showed a decline in
employment in the domestic
sector as well as a significant

effect on formal–informal sector
mobility, with negative impacts

on formal employment.

Kawaguchi and
Mori [58] 2021 Japan 2002–2017 Population

The minimum wage hike
decreased the job flows of

prime-age men and women.
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Table 1. Cont.

Author(s) Year Country Data Period Group/Sector
Related Result(s)

Mansoor and
O’Neill [59] 2021 India 1999–2012

Data from the
National Sample

Survey Office
(NSSO) with

administrative
data from the
Report on the

Working of the
Minimum Wages

Act 1948

Minimum wages have a positive
effect on wages, without a

corresponding effect on
employment.

Paun et al. [60] 2021 22 EU
countries 1999–2016 EU panel data

analysis

The results suggested a negative
impact of the minimum wage on

total employment and on
sensitive categories (youth,

female workers and the elderly).

Vadean and
Allan [61] 2021 England 2015–2016 Care Sector

Although the employment effect
was rather elusive, the study

found that for care homes, this
can be partially explained by a
negative effect on total weekly

hours. They also found positive
but short-term effects on

employment without guaranteed
working hours (i.e., zero-hour

contracts) for both residential and
domiciliary care.

Wye and Bahri [62] 2021 China 2004–2015 31 Chinese
provinces

The employment effect of a
minimum wage depended on the

minimum wage level, foreign
direct investment, per capita

gross domestic product and labor
productivity.

Derenoncourt et al. [63] 2021 Brazil 1999–2009

PNAD data,
focusing on the

federal minimum
wage in Brazil

The study does not
find evidence of significant

disemployment effects.

Table 1 suggests that the most recently published empirical literature does not provide
a clear and definite sign of the relationship. The studies that have been conducted during
the last period of time have once again produced contradictory empirical results. Within
this framework, a meta-analysis using the most recent studies as a meta-sample is highly
necessary to identify the sources of heterogeneity between the studies and could possibly
clarify the presence of publication bias in favor of positive or negative estimates. Once
this potential bias can be corrected, a meta-regression analysis would generate the genuine
true effect of minimum wages on employment. In the next section, we report the previous
meta-analyses that have been conducted on this issue.

4. What the Meta-Analyses Show

Card and Krueger’s [64] first meta-analysis conducted on the employment effect of
minimum wages considered the USA and used 15 empirical studies published between
1970–1992 as a meta-sample. Their study provided evidence of publication bias in favor of
studies that produced a statistically significant negative employment effect. Many years
later, Neumark and Wascher [65], in an extensive review of the literature on minimum
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wages, concluded that among the studies which they deemed to be more reliable, 85%
highlighted the negative impact of minimum wages on employment.

However, Doucouliagos and Stanley [18], in a review of 64 impact studies on the effect
of the minimum wage on teenage employment in the USA, found that the average impact
was close to zero. The minimum wage elasticity was close to zero (−0.01).

Leonard et al. [66] analyzed 16 studies regarding the minimum wage increase in the
United Kingdom. After estimating 236 minimum wage elasticities and 710 coefficients,
they found no impact of minimum wages on employment overall, with some exceptions in
some sectors, mainly with respect to the home care sector.

Nataraj et al. [67] examined 17 studies concerning 15 low-income countries and found
an ambiguous employment effect of minimum wages. Moreover, Chletsos and Giotis [68],
using a meta-sample of 77 empirical studies of 18 developed and developing countries,
found no effect on overall employment, though the result was more negative for youth
but was not always statistically significant. In another study, Giotis and Chletsos [69],
having used a meta-sample of 45 empirical studies published in academic journals dur-
ing 2010–2014, found evidence of publication selection bias in favor of studies which
produced negative results; however, once this had been corrected, only a small negative
effect remained.

Hafner et al. [70] investigated the impact of the minimum wage increase from GBP
6.50 to GBP 7.20 per hour in April 2016 in the UK for those aged over 25 years old. They
found that increases in the UK national minimum wage since 1999 had no negative em-
ployment impact, apart from on part-time employees, who appeared to face some negative
employment effects compared with other groups. The same happened to young employees
during the 2008 recession.

Broecke et al. [71], using a meta-sample of studies conducted in 14 emerging economies
(Argentina, Brazil, Chile, China, Colombia, India, Indonesia, Mexico, Poland, the Philip-
pines, the Russian Federation, South Africa, Thailand and Turkey), investigated the impact
of minimum wages on employment and found that minimum wages had only a minimal
effect. However, minimum wages were related to negative employment effects for young
people and low-skilled workers.

Gautié and Laroche [72] examined the employment effect of minimum wages using
data from studies conducted for France, a country where the minimum wage is an important
institution and labor market policy. The authors discovered that a 1% increase in the
real minimum wage decreased the future employment probability of a worker currently
employed at the minimum wage by 1.4%.

Martínez and Martínez [73] conducted an impressive meta-analysis of 588 articles on
minimum wage studies from 1900 to 2020 which pointed to the negative effect of minimum
wages on employment. Their study also found evidence of the existence of publication
bias in favor of studies which found negative employment effects of minimum wages for
developed countries.

Closing this section, we refer to the study by Neumark and Shirley [74], who examined
evidence on subnational minimum wage variations within the United States since the early
1990s. Their study concluded that there is a dominant prevalence of works which provide
negative estimates in the related research and that the negative impact is stronger for
younger people, especially teens and young adults, and the less educated as well.

Ultimately, we suggest that, at first, the meta-analyses pointed to an insignificant
effect of minimum wages on employment, with a few exceptions. In light of the latest
developments and meta-regressions, the literature does not provide a clear and definite
sign of the relationship, but the trend seems to be driven towards a negative direction
of the impact for the more sensitive groups. Therefore, further light needs to be shed on
this issue.
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5. Conclusions

The body of literature on the employment effect of minimum wages is not only large
but is also growing. This study attempted to further elaborate on this issue by comprehen-
sively providing the related theoretical approaches and the most recent empirical research.
While the dominant point of view was that minimum wages affected employment neg-
atively, the studies by Card and Krueger in the 1990s and by Doucouliagos and Stanley
in 2009, which demonstrated zero or very small negative impacts, generated further re-
search with contradictory empirical results. Moreover, the study revealed the results of the
meta-analyses that have been conducted, which indicated that the minimum wage does
not have disemployment effects. In light of the latest developments and meta-regressions,
the literature does not provide a clear and definite sign of the relationship, but the trend
seems to be driven towards a negative direction of the impact for the more sensitive groups.
Consequently, further light needs to be shed onto this issue.

Funding: This research received no external funding.

Institutional Review Board Statement: Not applicable.

Informed Consent Statement: Not applicable.

Data Availability Statement: Not applicable.

Conflicts of Interest: The authors declare no conflict of interest.

References
1. Blanchard, O.; Wolfers, J. The Role of Shocks and Institutions in the Rise of European Unemployment: The Aggregate Evidence.

Econ. J. 2000, 110, C1–C33. [CrossRef]
2. ILO. 2016: Minimum Wages Policy Guide. 2016. Available online: https://www.ilo.org/wcmsp5/groups/public/---dgreports/

---dcomm/---publ/documents/publication/wcms_570376.pdf (accessed on 1 November 2022).
3. Dube, A. Minimum Wages and the Distribution of Family Incomes. Am. Econ. J. Appl. Econ. 2019, 11, 268–304. [CrossRef]
4. Fitoussi, J.P.; Stiglitz, J. The Ways Out of the Crisis and the Builbing of a More Cohesive World. Documents de Travail de l’OFCE 2009–2017;

Observatoire Francais des Conjonctures Economiques (OFCE): Paris, France, 2009.
5. Freeman, R.B. Minimum Wages-Again! Int. J. Manpow. 1994, 15, 8–25. [CrossRef]
6. Bernstein, J.; Houston, E. Crime and Work: What We Can Learn from the Low-Wage Labor Market; Economic Policy Institute:

Washington, DC, USA, 2000.
7. Sabia, J. Do Minimum Wages Stimulate Productivity and Growth? IZA World Labor 2015, 221. [CrossRef]
8. Abbott, L.F. Statutory Minimum Wage Controls: A Critical Review of Their Effects on Labour Markets, Employment & Incomes; Industrial

Systems Research: Manchester, UK, 2013.
9. Neumark, D. Employment Effects of Minimum Wages. IZA World Labor 2018, 6. [CrossRef]
10. Nickell, S. Unemployment and Labor Market Rigidities: Europe versus North America. J. Econ. Perspect. 1997, 11, 55–74.

[CrossRef]
11. Ehrenberg, R.G. New Minimum Wage Research: Symposium Introduction. Ind. Labor Relat. Rev. 1992, 46, 13–15. [CrossRef]
12. Card, D. Do Minimum Wages Reduce Employment? A Case Study of California, 1987–1989. ILR Rev. 1992, 46, 38–54.
13. Card, D. Using Regional Variation in Wages to Measure the Effects of the Federal Minimum Wage. ILR Rev. 1992, 46, 22–37.

[CrossRef]
14. Card, D.; Krueger, A.B. Minimum Wages and Employment: A Case Study of the Fast-Food Industry in New Jersey and

Pennsylvania. Am. Econ. Rev. 1994, 84, 772–793.
15. Neumark, D.; Wascher, W. The Effects of Minimum Wages on Teenage Employment and Enrollment: Evidence from Matched CPS Surveys;

NBER Working Paper No. 5092; National Bureau of Economic Research: Cambridge, MA, USA, 1995.
16. Neumark, D.; Wascher, W. Minimum Wages and Employment: A Case Study of the Fast-Food Industry in New Jersey and

Pennsylvania: Comment. Am. Econ. Rev. 2000, 90, 1362–1396. [CrossRef]
17. Neumark, D.; Wascher, W. Minimum Wages; The MIT Press: Cambridge, MA, USA, 2008.
18. Doucouliagos, H.; Stanley, T.D. Publication Selection Bias in Minimum Wage Research? A Meta-Regression Analysis. Br. J. Ind.

Relat. 2009, 47, 406–428. [CrossRef]
19. ILO. Global Wage Report 2020–2021: Wages and Minimum Wages in the Time of COVID-19; International Labour Office-Geneva:

Geneva, Switzerland, 2020.
20. International Monetary Fund. Factsheet: The IMF’s Advice on Labor Market Issues; IMF: Washington, DC, USA, 2012.

Available online: http://www.imf.org/external/np/exr/facts/labor.htm (accessed on 1 November 2022).
21. OECD. Economic Policy Reforms 2012: Going for Growth; OECD Publishing: Paris, France, 2012. [CrossRef]

http://doi.org/10.1111/1468-0297.00518
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_570376.pdf
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_570376.pdf
http://doi.org/10.1257/app.20170085
http://doi.org/10.1108/01437729410059305
http://doi.org/10.15185/izawol.221
http://doi.org/10.15185/izawol.6.v2
http://doi.org/10.1257/jep.11.3.55
http://doi.org/10.1177/001979399204600101
http://doi.org/10.1177/001979399204600103
http://doi.org/10.1257/aer.90.5.1362
http://doi.org/10.1111/j.1467-8543.2009.00723.x
http://www.imf.org/external/np/exr/facts/labor.htm
http://doi.org/10.1787/growth-2012-en


Encyclopedia 2022, 2 1891

22. Vienneau, R.L. On Labour Demand and Equilibria of the Firm. Manch. Sch. 2005, 73, 612–619. [CrossRef]
23. Kaufman, B. Economic Analysis of Labor Markets and Labor Law: An Institutional Analysis. In Law and Economics of Labor

Employment Law; Wachter, M., Estlund, C., Eds.; Edward Elgar: Cheltenham, UK, 2010.
24. Herr, H. The Labour Market in a Keynesian Economic Regime: Theoretical Debate and Empirical Findings. Camb. J. Econ. 2009,

33, 949–965. [CrossRef]
25. Akerlof, G.A. Labor Contracts as Partial Gift Exchange. Q. J. Econ. 1982, 97, 543–569. [CrossRef]
26. Akerlof, G.A. Behavioral Macroeconomics and Macroeconomic Behaviour. Am. Econ. Rev. 2002, 92, 411–433. [CrossRef]
27. Shapiro, C.; Stiglitz, J.E. Equilibrium Unemployment as a Worker Discipline Device. Am. Econ. Rev. 1984, 74, 433–444.
28. Rebitzer, J.; Taylor, L. The Consequences of Minimum Wage Laws: Some New Theoretical Ideas. J. Public Econ. 1995, 56, 245–255.

[CrossRef]
29. Acemoglu, D. Good Jobs Versus Bad Jobs. J. Labor Econ. 2001, 19, 1–21. [CrossRef]
30. Flinn, C. Minimum Wage Effects on Labor Market Outcomes under Search, Matching, and Endogenous Contact Rates. Econometrica

2006, 74, 1013–1062. [CrossRef]
31. Ahn, T.; Arcidiacono, P.; Wessels, W. The Distributional Impacts of Minimum Wage Increases when Both Labor Supply and Labor

Demand are Endogenous. J. Bus. Econ. Stat. 2011, 29, 12–23. [CrossRef]
32. Brown, C.; Gilroy, C.; Kohen, A. The Effect of the Minimum Wage on Employment and Unemployment: A Survey. J. Econ. Lit.

1982, 20, 487–528.
33. Ropponen, O.T. Reconciling the Evidence of Card and Krueger (1994) and Neumark and Wascher (2000). J. Appl. Econom. 2011,

26, 1051–1057. [CrossRef]
34. Dube, A.; Lester, W.; Reich, M. Minimum Wage Effects Across State Borders: Estimates Using Contiguous Counties. Rev. Econ.

Stat. 2010, 92, 945–964. [CrossRef]
35. Hirsch, B.T.; Kaufman, B.; Zelenska, T. Minimum Wage Channels of Adjustment; IZA Discussion Paper No. 6132; Institute for the

Study of Labor: Bonn, Germany, 2011. Available online: http://www2.gsu.edu/~{}ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf
(accessed on 1 November 2022).

36. Dube, A. Review of Minimum Wages by David Neumark and William Wascher. J. Econ. Lit. 2011, 49, 762–766.
37. Addison, J.T.; Blackburn, M.L.; Cotti, C.D. The Effects of Minimum Wages on Labor Market Outcomes: County-Level Estimates

from the U.S. Restaurant and Bar Sector. Br. J. Ind. Relat. 2012, 50, 412–435. [CrossRef]
38. Sabia, J.J.; Burkhauser, R.V.; Hansen, B. Are the Effects of Minimum Wage Increases Always Small? New Evidence from a Case

Study of New York State. Ind. Labor Relat. Rev. 2012, 65, 350–376. [CrossRef]
39. Meer, J.; West, J. Effects of the Minimum Wage on Employment Dynamics; NBER Working Papers, Working Paper 19262; NBER:

Cambridge, MA, USA, 2013. [CrossRef]
40. OECD. The Challenge of Promoting Youth Employment in the G20 Countries. 2012. Available online: https://www.oecd.org/

employment/emp/50304960.pdf (accessed on 1 November 2022).
41. European Commission, The Effects of the Minimum Wage on Employment: Evidence from a Panel of EU Member States; DG Employment,

Social Affairs and Inclusion: Brussels, Belgium, 2018. [CrossRef]
42. Allegretto, S.A.; Dube, A.; Reich, M. Do Minimum Wages Really Reduce Teen Employment? Accounting for Heterogeneity and

Selectivity in State Panel Data. Ind. Relat. 2011, 50, 205–240. [CrossRef]
43. Andriopoulou, E.; Karakitsios, A. Unemployment Transitions and the Role of Minimum Wage: From Pre-crisis to Crisis and

Recovery. IZA J. Labor Policy 2022, 12, 1. [CrossRef]
44. Asravor, R.K.; Sackey, F.G. Wage Price Floors and Sectoral Employment Outcomes in Ghana. Indian J. Labour Econ. 2022, 65,

103–122. [CrossRef]
45. Dustmann, C.; Lindner, A.; Schonberg, U.; Umkehrer, M.; vom Berge, P. Reallocation Effects of the Minimum Wage. Q. J. Econ.

2022, 137, 267–328. [CrossRef]
46. Gregory, T.; Zierahn, U. When the Minimum Wage Really Bites Hard: The Negative Spillover Effect on High-skilled Workers.

J. Public Econ. 2022, 206, 104582. [CrossRef]
47. Jha, P.; Neumark, D.; Rodriguez-Lopez, A. What’s across the Border? Re-Evaluating the Cross-Border Evidence on Minimum Wage

Effects; CESifo Working Paper Series 9746; CESifo: Munich, Germany, 2022.
48. Roupakias, S. Employment and Distributional Effects of Greece’s National Minimum Wage; MPRA Paper 114244; University Library of

Munich: Munich, Germany, 2022.
49. Van der Westhuizen, D.W. Effects of Minimum Wage Increases on Teenage Employment: Survey Versus Administrative Data; Working

Papers 2022-03; Department of Economics, Auckland University of Technology: Auckland, New Zealand, 2022.
50. Bailey, M.J.; DiNardo, J.; Stuart, B.A. The Economic Impact of a High National Minimum Wage: Evidence from the 1966 Fair

Labor Standards Act. J. Labor Econ. 2021, 39, 329–367. [CrossRef]
51. Campos-Vazquez, R.M.; Esquivel, G. The Effect of Doubling the Minimum Wage on Employment and Earnings in Mexico. Econ.

Lett. 2021, 209, 110124. [CrossRef]
52. Chen, J. Do Minimum Wage Increases Benefit Worker Health? Evidence from China. Rev. Econ. Househ. 2021, 19, 473–499.

[CrossRef]
53. Chorna, O. Firm-Level Effects of Minimum Wages; Prague Economic Papers; Prague University of Economics and Business: Praha,

Czech Republic, 2021; Volume 4, pp. 402–425.

http://doi.org/10.1111/j.1467-9957.2005.00467.x
http://doi.org/10.1093/cje/ben044
http://doi.org/10.2307/1885099
http://doi.org/10.1257/00028280260136192
http://doi.org/10.1016/0047-2727(93)01411-3
http://doi.org/10.1086/209978
http://doi.org/10.1111/j.1468-0262.2006.00693.x
http://doi.org/10.1198/jbes.2010.07076
http://doi.org/10.1002/jae.1258
http://doi.org/10.1162/REST_a_00039
http://www2.gsu.edu/~{}ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf
http://doi.org/10.1111/j.1467-8543.2010.00819.x
http://doi.org/10.1177/001979391206500207
http://doi.org/10.3386/w19262
https://www.oecd.org/employment/emp/50304960.pdf
https://www.oecd.org/employment/emp/50304960.pdf
http://doi.org/10.2767/816632
http://doi.org/10.1111/j.1468-232X.2011.00634.x
http://doi.org/10.2478/izajolp-2022-0002
http://doi.org/10.1007/s41027-022-00364-y
http://doi.org/10.1093/qje/qjab028
http://doi.org/10.1016/j.jpubeco.2021.104582
http://doi.org/10.1086/712554
http://doi.org/10.1016/j.econlet.2021.110124
http://doi.org/10.1007/s11150-020-09500-3


Encyclopedia 2022, 2 1892

54. Drucker, L.; Mazirov, K.; Neumark, D. Who Pays for and who Benefits from Minimum Wage Increases? Evidence from Israeli Tax
Data on Business Owners and Workers. J. Public Econ. 2021, 199, 104423. [CrossRef]

55. Godoey, A.; Reich, M. Are Minimum Wage Effects Greater in Low-Wage Areas? Ind. Relat. J. Econ. Soc. 2021, 60, 36–83. [CrossRef]
56. Kabátek, J. Happy Birthday, You’re Fired! Effects of an Age-Dependent Minimum Wage on Youth Employment Flows in the

Netherlands. ILR Rev. 2021, 74, 1008–1035. [CrossRef]
57. Katzkowicz, S.; Pedetti, G.; Querejeta, M.; Bergolo, M. Low-skilled Workers and the Effects of Minimum Wage in a Developing

Country: Evidence Based on a Density-discontinuity Approach. World Dev. 2021, 139, 105279. [CrossRef]
58. Kawaguchi, D.; Mori, Y. Estimating the Effects of the Minimum Wage Using the Introduction of Indexation. J. Econ. Behav. Organ.

2021, 184, 388–408. [CrossRef]
59. Mansoor, K.; O’Neill, D. Minimum Wage Compliance and Household Welfare: An Analysis of Over 1500 Minimum Wages in

India. World Dev. 2021, 147, 105653. [CrossRef]
60. Paun, C.V.; Nechita, R.; Patruti, A.; Topan, M.V. The Impact of the Minimum Wage on Employment: An EU Panel Data Analysis.

Sustainability 2021, 13, 9359. [CrossRef]
61. Vadean, F.; Allan, S. The Effects of Minimum Wage Policy on the Long-Term Care Sector in England. Br. J. Ind. Relat. 2021, 59,

307–334. [CrossRef]
62. Wye, C.K.; Bahri, E.N.A. How does Employment Respond to Minimum Wage Adjustment in China? Econ. Labour Relat. Rev. 2021,

32, 90–114. [CrossRef]
63. Derenoncourt, E.; Gérard, F.; Lagos, L.; Montialoux, C. Racial Inequality, Minimum Wage Spillovers, and the Informal Sector.

Working Paper. 2021. Available online: http://www.clairemontialoux.com/files/DGLM2021.pdf (accessed on 1 November 2022).
64. Card, D.; Krueger, A.B. Time-Series Minimum-Wage Studies: A Meta-analysis. Am. Econ. Rev. 1995, 85, 238–243.
65. Neumark, D.; Wascher, W. Minimum Wages and Employment: A Review of Evidence from the New Minimum Wage Research; National

Bureau of Economic Research Working Paper 12663; National Bureau of Economic Research: Cambridge, MA, 2006; Available
online: http://www.nber.org/papers/w12663 (accessed on 1 November 2022).

66. Leonard, D.L.M.; Stanley, T.D.; Doucouliagos, H. Does the UK Minimum Wage Reduce Employment? A Meta-Regression
Analysis. Br. J. Ind. Relat. 2014, 52, 499–520. [CrossRef]

67. Nataraj, S.; Perez-Arce, F.; Kumar, K.B.; Srinivasan, S.V. The Impact of Labor Market Regulation on Employment in Low-income
Countries: A meta-analysis. J. Econ. Surv. 2014, 28, 551–572. [CrossRef]

68. Chletsos, M.; Giotis, G. The Employment Effect of Minimum Wage Using 77 International Studies Since 1992: A Meta-Analysis; MPRA
Paper 61321; University Library of Munich: Munich, Germany, 2015.

69. Giotis, G.; Chletsos, M. Is There Publication Selection Bias in Minimum Wage Research during the Five-Year Period from 2010 to 2014?
Economics Discussion Papers 2015-58; Kiel Institute for the World Economy (IfW Kiel): Kiel, Germany, 2015.

70. Hafner, M.; Taylor, J.; Pankowska, P.; Stepanek, M.; Nataraj, S.; Van Stolk, C. The Impact of the National Minimum Wage on
Employment: A Meta-Analysis; RAND Corporation: Santa Monica, CA, USA, 2017. Available online: https://www.rand.org/
pubs/research_reports/RR1807.html (accessed on 1 November 2022).

71. Broecke, S.; Forti, A.; Vandeweyer, M. The Effect of Minimum Wages on Employment in Emerging Economies: A Survey and
Meta-analysis. Oxf. Dev. Stud. 2017, 45, 366–391. [CrossRef]

72. Gautié, J.; Laroche, P. Minimum Wage and the Labor Market: What Can We Learn from the French Experience? CEPREMAP Working
Papers (Docweb) 1804; CEPREMAP: Paris, France, 2018.

73. Martínez, M.J.; Martínez, M.J. Are the Effects of Minimum Wage on the Labour Market the Same Across Countries? A Meta-
analysis Spanning a Century. Econ. Syst. 2021, 45, 100849. [CrossRef]

74. Neumark, D.; Shirley, P. Myth or Measurement: What does the New Minimum Wage Research Say About Minimum Wages and
Job Loss in the United States? Ind. Relat. 2022, 61, 384–417. [CrossRef]

http://doi.org/10.1016/j.jpubeco.2021.104423
http://doi.org/10.1111/irel.12267
http://doi.org/10.1177/0019793919897914
http://doi.org/10.1016/j.worlddev.2020.105279
http://doi.org/10.1016/j.jebo.2021.01.032
http://doi.org/10.1016/j.worlddev.2021.105653
http://doi.org/10.3390/su13169359
http://doi.org/10.1111/bjir.12572
http://doi.org/10.1177/1035304620970838
http://www.clairemontialoux.com/files/DGLM2021.pdf
http://www.nber.org/papers/w12663
http://doi.org/10.1111/bjir.12031
http://doi.org/10.1111/joes.12040
https://www.rand.org/pubs/research_reports/RR1807.html
https://www.rand.org/pubs/research_reports/RR1807.html
http://doi.org/10.1080/13600818.2017.1279134
http://doi.org/10.1016/j.ecosys.2020.100849
http://doi.org/10.1111/irel.12306

	Introduction to and Debate over Employment’s Effect on Minimum Wages 
	Theoretical Considerations and Approaches 
	The Neoclassical Approach 
	Monopsony Model 
	Keynesian Approach 
	Efficiency Wage 
	Search-and-Matching Models 

	Empirical Literature and the Most Recent Research 
	What the Meta-Analyses Show 
	Conclusions 
	References

