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The minimum wage since its introduction in 2015
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Minimum wage lags behind negotiated wages
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Source: Börschlein, Bossler, Wiemann (2021: figure 1).
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The minimum wage in real terms
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2014 (8.5€)

Number of jobs affected by minimum wage (in 1000) 3974

Share of jobs affected by minimum wage (in %) 10.7

Share of total hours worked affected by minimum wage (in %) 6.7

Average increase of hourly wages of affected jobs (in %) 18.1

Average increase of hourly wages of all jobs (in %) 0.5

Scope of minimum wage introduction
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Source: Federal Statistical Office, Structure of Earnings Survey April 2014; 
Kiel Institute calculations.
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Kaitz-Index
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Kaitz-Index
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Regional Kaitz-Index
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Source: Caliendo, Schröder, Wittbrodt (2019: figure 2).
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Some descriptive evidence
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Some descriptive evidence
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▪ Difference-in-differences estimation

▪ Three approaches:
» Regional variation in the „bite“ of the minimum wage:

▪ Share of employees with hourly wages below 8.5€.
▪ Minimum wage relative to average wage (Kaitz Index).

» Treatment vs. control group at the individual level:
▪ Treatment group: employees with an hourly wage below 8.5€.
▪ Control group: employees with an hourly wage slightly above 8.5€.

» Treatment vs. control group at the firm level:
▪ Treatment group: Firms with a high share of employees paid below 8.5€.
▪ Control group: Firms with a low share or no affected employees at all.

▪ Data: FEA, IBS, IEB, IAB-EP, LPP, PASS, SES, SOEP.

▪ Only short-run effects.

Identification of causal effects
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Overview of empirical evidence
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Source: Caliendo, Schröder, Wittbrodt (2019, table 3).
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Overview of empirical evidence
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Source: Caliendo, Schröder, Wittbrodt (2019, table 3).
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Employment effects
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Source: Knabe, Schöb, Thum (2020, table 1).
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▪ Ex-ante predictions (Knabe, Schöb, Thum 2014) : 
» -426,000 to -911,000 jobs

▪ Ex-post estimates (Knabe, Schöb, Thum 2020): 
» +11,000 to -260,000 jobs

» add -140,000 to -334,000 jobs due to reduction in working time

» yields -129,000 to -594,000 jobs

▪ Additional factors to take into account for fair comparison:
» No exemptions from minimum wage and no non-compliance (ex-ante 

predictions) vs. exemptions and non-compliance (ex-post estimates).

» Long-run (ex-ante predictions) vs. short-run (ex-post estimates).

Employment effects: Predictions vs. estimates
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▪ No significant effect on the at-risk-of-poverty rate

▪ Even without job losses, a minimum wage cannot reduce the 
poverty rate significantly:

» A minimum wage does not reach most persons at risk of poverty.
▪ Just 10 percent work full-time, the rest are part-time workers, retirees, self-

employed, and unemployed.
▪ Unemployment is risk factor #1.

» Most workers with low wages are not at risk of poverty.
▪ Before 2015, only 20 percent of workers with wages below 8.5€ were at risk 

of poverty.
▪ Low-wage earners often live in medium- to high-income households (see 

next slide).
» In-work benefit recipients (“Aufstocker”): Benefit-withdrawal rate of 80-

100 percent takes away most of the minimum-wage related income gain.

Effects on poverty
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Low wages not equal to low household income
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▪ Key findings:
» Hourly wages increased.
» No effect on employment.
» Reallocation of workers …

▪ … from smaller to larger firms,
▪ … from lower-paying to higher-paying firms,
▪ … from less to more productive firms.

» Averages establishment “quality” increased via market exit of less efficient firms.
» Workers not necessarily better off due to lower utility from nonpecuniary job 

characteristics (e.g. longer commuting time).
» Some consumers may be worse off due to exit of firms (e.g. nearby shops).

▪ Caveat:
» Data do not contain working hours after the introduction of the minimum wage -> 

negative employment effect via reduction in working time not identifiable.

Dustmann et al. (2022)
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Hike to 12€
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Scope of minimum wage hike to 12€
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2014 (8.5€) 2022 (12€)

Number of jobs affected by minimum wage (in 1000) 3974 6200

Share of jobs affected by minimum wage (in %) 10.7 15.7

Share of total hours worked affected by minimum wage (in %) 6.7 11.7

Average increase of hourly wages of affected jobs (in %) 18.1 16.2

Average increase of hourly wages of all jobs (in %) 0.5 0.9

Source: Federal Statistical Office, Structure of Earnings Survey April 2014, 
Earnings Survey April 2021; Kiel Institute calculations.
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▪ Macroeconomic conditions
» Prolonged upswing vs. Covid-19 crisis 

▪ Labor-market conditions
» Even more prolonged upswing vs. Covid-19 crisis

» High vs. very high degree of labor shortage

▪ Labor-market regulation
» Monthly-earnings limit of minijobs is planned to rise as well as of 

October 1, 2022 (from 450€ to 520€).

Introduction (2015) vs. hike to 12€ (2022)
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▪ The introduction of the minimum wage in 2015 …
» … increased hourly wages,
» … decreased working hours (=negative employment effect),
» … left monthly earnings unchanged,
» … had no effect on poverty/income inequality,
» … led to a reallocation of workers between firms.
» And: There is evidence of job losses, and they are larger than they look.

▪ Hike to 12€ in 2022:
» Probably larger scope than introduction of minimum wage.
» But: Different macroeconomic, labor-market, and regulatory environment than in 2015.
» Even if there were no job losses following the introduction, there could be job losses 

following the hike to 12€:
▪ Monopsonistic labor markets: Non-negative effect of a minimum wage on employment holds 

only within a certain range for the level of the minimum wage.

» Poverty/income inequality will hardly be reduced: Low hourly wages rarely imply low 
household income and vice versa.

My conclusions
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