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How Does Minimum Wage Affect Industrial Structure?

Liu Guanchun'  Wu Huihang” Liu Yuanyuan®
(1. School of Management, Huazhong University of Science and Technology;
2. School of Public Economics and Administration, ShanghaiUniversity of

Finance and Economics; 3. School of Economics, Fudan University)

Research Objective: Investigates the ellects of minimum wage on industrial structure
viewed through employment. Research Methods: From a two-sided perspective of firms’ job
offer and workers’ job acceptance, this paper employs an extended search model to assess
how minimum wage affects industrial structure through firm’s productivity and wage, and
then conduct empirical analysis using the statistical data of 251 Chinese cities [rom 1998 to
2013. Reserch Findings: Increasing minimum wage promotes the development of industry
sector while goes against the development of argriculture and service sectors, and there is
some explanatory power from minimum wage to structural change. In particular, the effects
on argricuture and industry manilest in the backward and developed regions, while that on
service exists in all regions. Research Innovations: This paper builds a theoretical framework
for discussing the economic effects of minimum wage, and verifies a significant structural
employment effect of minimum wage. Research Value: This paper provides some useful in-
sights for the role of minimum wage in industrial structure transformation.

Key words: Minimum Wage; Industrial Structure; Structural Employment Effect
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