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Aspects ahead of the minimum wage introduction: 

Declining coverage
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Source: IAB-Establishment Panel 1998-2014, employment-weighted, own calculations.
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Aspects ahead of the minimum wage introduction: 

increasing wage inequality
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Source: SIAB 1976-2012, male employees in Western Germany, own calculation. 



Aspects ahead of the minimum wage introduction: 

Popularity in society
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Support by the public: 

‐ Polls in the US show that 76 per cent of the US citizens favor an 

increase of the national minimum wage (Gallup 2013). 

With a majority even among the conservative voters. 

‐ In Germany, 79 per cent of the population was in favor of the minimum 

wage introduction in 2014 (Allensbach 2014). 

Economists are much more sceptical:

‐ However, minimum wages have a much stronger support among labor 

economists (O‘Neill 2015). 

‐ In a ifo poll among German economists in 2015, still 56 to 68 per cent 

judged the minimum wage introduction as a political failure.



Sceptics among economists
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Theoretical background
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Neo-classical theory: 

‐ Employees are remunerated by their productivity. 

‐ If a minimum wage forces employers to pay wages exceeding 

productivity, the respective jobs are at risk. 

‐ Employment has to be reduced. 

Monopsonistic labor markets: 

‐ Employees are remunerated below their true productivity. 

‐ The minimum wage forces to increase wages, but employment may 

even be expanded. 

 Effects of the minimum wage are ex-ante unclear, which underlines 

the importance of a theoretically independent (data based) 

evaluation. 



Evidence-based projects at the IAB
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The “IAB-Arbeitsmarktspiegel”: A descriptive but detailed 

monitoring of the labor market

Evaluations of labor demand adjustments using the IAB-

Establishment Panel

Employee-level effects of the minimum wage using the Linked 

Personnel Panel
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Further minimum wage projects at the IAB
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An evaluation of the exemption clause for long-term unemployed in 
the first six month after re-employment (finished)

An assessment of large minimum wage increases using a survey 
experiment (ongoing)

Re-allocation effects of the minimum wage (ongoing)

Reginal effects of the minimum wage (ongoing)

Labor market effects of the minimum wage in hairdressing 
(ongoing)

Minimum wage and educational aspirations (ongoing)

Minimum wage and personnel selection (ongoing)

Assessing the effectiveness of enforcement investigations for non-
compliance (ongoing)
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Employment development in Germany
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Source: IAB-Arbeitsmarktspiegel, Institute for Employment Research (2016).
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Changes in the stock of minijobs
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Source: IAB-Arbeitsmarktspiegel, Institute for Employment Research (2016).



Transition of minijobbers into regular employment
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Source: IAB-Arbeitsmarktspiegel, Institute for Employment Research (2016).



Summary IAB-Arbeitsmarktspiegel 
(vgl. vom Berge et al. 2016; vom Berge and Weber 2017)
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Minimum wage induced structural change: 

‐ In course of the minimum wage introduction, the decrease in minijobs

falls in the range of 100.000 to 130.000 jobs. 

‐ This decrease is reflected by a transition of about 67.000 minijobs into 

regular employment. 

‐ Only between 33.000 and 63.000 minijobs moved in non-employment.

 Fears that the minimum wage would cause an economic downturn or 

a massive employment loss are contradicted. 



Identification of causal effects
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A detailed description is very powerful but does not replace a 

sound econometric evaluation of the minimum wage. 

‐ The observed development would have to be compared with a 

hypothetical situation in which no minimum wage is introduced. 

Scientific challenge: 

Is the orange or the 

green scenario the 

hypothetical 

development without 

minimum wage?



Data basis

IAB-Establishment Panel: 

‐ Large yearly survey of establishments located in Germany on 

personnel policies and employment developments. 

‐ Includes about 15.000 to 16.000 observations each year. 

‐ An anonymous identifier allows to track establishments over time, 

e.g. over the introduction of the minimum wage. 

‐ Information is collected in personal interviews with a plant manager. 

‐ Procedure ensures high data quality and a panel continuation 

probability of 83 per cent. 

Linked Personnel Panel (LPP):

‐ Employee survey before and after the minimum wage introduction 

‐ Includes employees of workplaces in the IAB-Establishment Panel
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Research design

We exploit variation in the relevance of the minimum wage 

introduction across establishments and compare

‐ affected and unaffected establishments

‐ before and after the minimum wage introduction. 

We analyze: 

‐ Employment expectations of employers ahead of the minimum wage 

introduction (Bossler 2017)

‐ And effects thereafter (Bossler and Gerner 2016): 

‐ wage effects, 

‐ employment effects, 

‐ effects on establishment-level working times and

‐ employment of freelancers. 

‐ On the individual level (Bossler and Broszeit 2017): 

‐ effects on pay satisfaction and 

‐ the individuals' work engagement.
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Establishment-level results
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Individual-level outcomes
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Conclusions
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Significant wage effects of the MW introduction: 

‐ 12 per cent on gross monthly wage of affected individuals. 

‐ In Bossler and Broszeit (2016), we find an effect on hourly wages of 

20 per cent. 

‐ Significantly positive effect on pay satisfaction. 

Very moderate employment effects: 

‐ Effect is driven by establishments in Eastern Germany and is 

virtually zero in Western Germany. 

‐ Projected effect accounts for 40.000 to 60.000 jobs (including 

minijobs). 

‐ Effect is mostly driven by a reduction in hiring.
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Exemption clause for long term unemployed:

No effects and barely used (vom Berge et al. 2016)
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Exemption clause for long term unemployed:

No effects and barely used (vom Berge et al. 2016)
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Federal minimum wage in the US
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Minimum wage in the UK
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Press and interpretation (1)
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Press and interpretation (2)
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Press and interpretation (3)
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Press and interpretation (4)
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IAB-Kurzbericht 12/2015
(Kubis, Rebien and Weber 2015) 
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IAB-Kurzbericht 12/2016
(Gürtzgen, Kubis, Rebien and Weber 2016)
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IAB-Kurzbericht 6/2015
(Bellmann, Bossler, Gerner and Hübler 2015)
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IAB-Kurzbericht 18/2016
(Bellmann, Bossler, Dütsch, Gerner and Ohlert 2016) 
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IAB-Kurzbericht 18/2016
(Bellmann, Bossler, Dütsch, Gerner and Ohlert 2016)
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IAB-Kurzbericht 18/2016
(Bellmann, Bossler, Dütsch, Gerner and Ohlert 2016)
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IAB-Kurzbericht 11/2017
(vom Berge and Weber 2017)
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The Differences-in-Differences model

𝑦𝑖𝑡 = 𝑎𝑓𝑓𝑒𝑐𝑡𝑒𝑑𝑖 ∗ 𝑝𝑜𝑠𝑡2015𝑡 ∗ 𝛿𝑇𝑜𝑇 + 𝑋𝑖𝑡𝛽 + 𝛾𝑡 + 𝜃𝑖 + 𝜀𝑖𝑡

The estimation adjusts for: 

‐ Fixed effects 𝜃𝑖: It adjusts for differences across establishments. 

‐ Time fixed effects 𝛾𝑡: Adjusts for business cycle effects. 

‐ Time-varying controls 𝑋𝑖𝑡: Industrial relations

𝛿𝑇𝑜𝑇 estimates the “treatment effect on the treated”, i.e. an effect 

among minimum wage affected workplaces. 

Assumptions: 

‐ Affected and unaffected establishments would show similar 

developments in the absence of the minimum wage introduction 

(parallel trends). 

‐ Unaffected workplaces are truly unaffected (STUVA).  
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Treatment assignment

We exploit variation in the affectedness by the minimum wage, 

which we were able to include in the 2014 survey. 

1. Extensive margin affectedness: We ask whether at least one 

employee is paid an hourly wage below €8.50.

2. Intensive margin affectedness: We ask how many employees 

are paid an hourly wage below €8.50 and from this we 

calculate the fraction of affected employees. 

We also asked whether wages were already adjusted due to the 

discussion about the minimum wage introduction (within the last 

12 months). 

We exclude these establishments as they contaminate the 

treatment assignment. 
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Graphische Illustration des Beschäftigungseffekts
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