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This paper examines empirically how industry-level wage floors are set in French industry-
level wage agreements and how the national minimum wage (NMW) interacts with industry-
level wage bargaining. For this, the authors use a unique dataset containing about 50,000
occupation-specific wage floors in 365 French industries over the period 2007-2015. They
find that the NMW has a significant impact on the seasonality and on the timing of the wage
bargaining process. Inflation, past sectoral wage increases and real NMW increases are the
main drivers of wage floor adjustments; elasticities of wage floors with respect to these macro
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1. Introduction
Wage setting institutions are often consideredres ai the key differences between US and
European labor markets. Contrary to the United eStah vast majority of workers in
European countries are covered by collective waaygdining which shapes wage setting
within firms. In France, as in many other Europeauntries, unions and employers’
associations bargain at the industry level on whgers for a set of representative job
occupations which are specific to the industry. Sehavage floors should be higher than the
national minimum wage (NMW) which is a legal naabwage floor, binding for all workers.
To keep wage floors above the NMW, industries mayehto update thousands of industry-
level wage floors after an increase in the NMW.c8iindustry-level agreements are quasi
automatically extended to all employees in an itgusee Villanueva, 2015, for a survey on
extension procedures in Europe), those wage fla@s$hen binding for all firms and are used
as references for firms’ wage policies. Thus, tiMdW is not only a floor for all wages but it
is also embedded into a complex system of institigtiof wage bargaining. Similar patterns
are observed in other European countries and atrécg growing literature focuses on how
industry-level wage agreements affect labor markatcomes (see Diez-Catalan and
Villanueva, 2014, for Spain, Martins, 2014, and i@anaeset al, 2015, for Portugab).
However, little is known about the determinantswafge floor adjustments and how they
interact with NMW increases. In this paper, we stigate how wage floors adjust to shocks
in French industry-level agreements by using adagd unique dataset consisting of about
50,000 job-specific wage floors over the period 2Q015.

Our first contribution is to open the black box influstry-level bargaining in France and
deepen our knowledge of the functioning of wageyaisning institutions that are widespread
in Europe (Visser, 2016). For this purpose, we emblla large and unique new dataset
containing the whole industry-specific scales ofgeafloors for 365 French industries

(covering about 75% of workers of the private sgctwer the period 2007-2015. In each
industry, wage floors are defined for a specifiassification of representative occupations.
Those wage floors are then used by firms as aamrderto set their wages. For instance,
Luciani (2014) finds that industry level is the doant level in the wage setting process for
one third of French firms whereas André (2012) wbta significantly positive short-term

elasticity of actual wages to wage floors (see Izedevella and Sissoko (2013) for similar

1 Magruder (2012) reports similar institutional fe@s of wage bargaining in South Africa and finfatt
centralised bargaining has a negative effect on@mgent.



evidence on Belgian data). In our dataset, we ble @ observe for several years a wage
floor associated with a given occupation within thdustry-level job classification, which
allows us to compute the size of occupation-speeifage floor adjustments between two
wage agreements. Overall, our dataset containst &)000 wage floors for around 6,500
different occupations defined in industry agreerse@ur paper provides new stylised facts
on how industry wage floors are adjusted in Fraki¢e.contribute to the empirical literature
looking at how the level of wage bargaining shafigas’ wage adjustment in different
European countries (see, e.g., Card and de la R@&6, for Spain, Cardoso and Portugal,
2005, for Portugal, Gurtzgen, 2009, for Germanyrtétpet al, 2002, for the Netherlands).
Another strand of the literature looks at the dateants of firm-level agreements in Canada
and in the United States, emphasizing the rolegaldyy inflation or indexation clauses on
bargained wage adjustments (see, for instancestGfides and Wilton, 1983, Christofides
and Stengos, 2003, Rich and Tracy, 2004 and Chdstoand Nearchou, 2007). To our
knowledge, little evidence is available on the deteants of wage floor adjustments
contained in industry-level agreements in a Europeauntry. Avouyi-Dovi et al. (2013)
provide some empirical evidence on wage bargaimrgance combining data on firm- and
industry-level agreements. However, they focus ftgagm the timing at which firms are
affected by firm- and industry-level wage agreemmeBesides, one limitation of their data is
that information on job-specific wage floors is retailable. Thus, they are not able to
examine the economic determinants of wage floousadjents. Our contribution is here to
collect an original data set consisting of the vehwhge floor scales for 365 French industries
and to provide new results on economic determinaintgage floor adjustments.

Our second contribution is to investigate the ext@ons between the NMW and industry-
level wage floors adjustments. A large strand tefrditure examines the effects of the NMW
either on other wages or on employment (see, @ayd and Krueger, 1995 and Neumark and
Wascher, 2008). In most European countries, the NMWhot only a minimum wage
threshold binding for all workers, it also affeetege bargaining at different levels and, in
particular, industry-specific wage floors which nhghape individual wage adjustments within
firms. Here, our contribution is to investigate gpllover effects of the NMW on bargained
wage floors which are industry and occupation dpedrrance is an interesting case study
since a large share of the labor force is diregtfgcted by NMW increases (between 10 and
15% versus less than 5% in most European counsies;e.g. Du Cajet al, 2009). Besides

this direct effect of the NMW on wages close to W, several empirical studies find that



minimum wages have spillover effects on higher wa@ee, e.g. Grossman, 1983, Card and
Krueger 1995, Machiret al., 2003, Dickens and Manning, 2004, Neumark and W&asch
2004, Gregory, 2015, and Autaet al.,, 2016). In France, one important channel of
transmission of NMW increases to other wages mamecdrom industry-level wage
agreements.By law, wage floors cannot be set below the NMWteAa NMW increase,
industries have to bargain over new values of witgm's to keep the lowest wage floors
above the NMW. For higher wage floors, unions amghleyers may want to maintain some
wage differentials between workers because of éasnor efficiency wage arguments. To
assess the impact of the NMW on wage floors vamati we use a Tobit model to disentangle
the effect of the NMW increase on the frequencwafie agreements and on the size of wage
floor adjustments. We also investigate whetheretifiect of the NMW is heterogeneous along

the wage floor distribution.

Our results are also useful to understand why gggeereal wages have been downward rigid
in France, in particular during the recent criseq, for recent evidence on other European
countries, Gartneet al, 2013, and Addisoet al, 2015). In France, since 2008, real wages
have been increasing at a rate close to 1% perwleareas the unemployment rate has also
been rising steadily. An explanation of the smattlical variations of wages relies on the
existence of strong nominal and real wage rigigitshich prevent wages from adjusting to
shocks in the short run (see Le Bitetral, 2012 for evidence using French firm-level wage
data). Here, we investigate the relevance of waggdining as one source of potential wage
rigidity. Wage bargaining institutions play a rate shaping nominal and real wage rigidity
since wage agreements allow firms and workers ¢orporate (or not) specific and common
shocks into updated wages. Using firm-level dath@mbining information on the timing of
both firm- and industry-level agreements, Avouyivet al. (2013) assess to which extent
predictions of wage rigidity models used in macradels are empirically relevant. Using our
detailed information on individual wage floors, were investigate the degree of wage
rigidity of wage floors and how these wage floogaat to usual determinants of wages and

business cycle conditions.

2 Using experimental data, Dittriat al. (2014) show that wage bargaining is a possiblawdliathrough which
NMW spillover effects might arise.



2. Institutional features of the industry-level wage largaining
in France

Institutions of collective wage bargaining in Franare quite similar to those observed in
other European countries. In particular, wages meained at different levels. At the
national level, a binding national minimum wage (MiMis set by the government. At the
industry level, employers’ organisations and unidm@sgain on occupation-specific wage
floors and firms cannot opt out of an industry-leagreement. At the firm level, employers
and unions bargain on wage increases providedwhges are set above the industry wage
floors (see Boeri, 2015, for a discussion of tHfeat$ of such a two-tier bargaining system).
This section presents the main institutional fesgunf the wage floor bargaining process at
the industry level.

2.1 Contractual industries and wage floors

Firms are classified into differenténtractual industries (* branches conventionnellesh
French) depending mainly on their activity (posgiliiombined with a geographical
criterion)# The definition of &contractual industry” is determined by employers and unions’
requests and its existence may depend on histasicgeographical reasons. The French
Ministry of Labor is in charge of enforcing thisssgm, in particular of ensuring that firms are
correctly classified in their actual contractuatiustry. There are more than 700 different
“contractual industrigsin France. However, just over 300 industries cav®re than 5,000

workers and small industries rarely bargain on wage

For each contractual industry, a general collecageeement €onvention collectivein
French) defines general rules and principles gomgrimdustrial relations between employees
and employers within the industry, like wage bamgag, working conditions, duration of
working hours, lay-off conditions, union rights,cetit defines in particular an industry-
specific classification of representative occupaiathis classification is generally based on
many criteria such as worker skills, job requiretserexperience, age or qualifications
required for the job. All workers in the industryeaassigned to one position in this job
classification. A wage floor is set for every pasitand workers assigned to a given position

3 We do not examine here firm-level agreements sinceaim is to describe the wage floor adjustmeatess
in industry-level agreements and also because rirdtion on the size of wage adjustments in firmdeve
agreements is not available (see Avouyi-Devial., 2013 for details on the interaction between firnd an
industry-level agreement occurrence).

4 These contractual industries have a different g than usual classifications of economic a@iwi{for
instance, the NACE classification). Thus they canbe exactly matched with usual classifications of
economic activities.



cannot be paid below the corresponding industrgifipewage floor. The set of all wage
floors is denoted as the industry-level scale ofjevloors. We provide two examples of job
classification and corresponding wage floors in2fdr “Hairdressing” and for “Manufacture

of paper and paperboard”, in Table 1.
[Insert Table 1]

By law, contractual industries must open a barggirprocess on wage floors at least once
every year but there is no legal obligation to hean agreement at the end of the bargaining
process. When parties fail to reach an agreemendglays the agreement signing and the
duration between two successive agreements canafger|than one year. Obviously,
industries are also free to bargain on wages sktieras during a year, which can induce
smaller durations between two successive agreem@mte important outcome of wage
bargaining is the definition of new values for waflgors. In the absence of any new
agreement, wage floors remain unchanged until the agreement and an agreement does
not define any explicit contract duration (as itynlie the case in Spain for instance). Once an
agreement is signed by unions and employers’ assmas, industry-level wage agreements
are automatically extended by decision of the Migisf Labor to all firms belonging to the
corresponding contractual industry. Those extessaya generally quickly implemented. One
consequence is that a large majority of workers ewgered by industry-level wage
agreements. Contrary to some European countrige Bermany), there is no opt-out
possibilities for French firms and industry-leveage floors are binding for all firms in the
industry. Finally, the agreement sets the datehatiwthis new scale of wage floors should be
enforced, this date can be slightly different frtiva date of signature of the agreement.

2.2 Timing and magnitude of wage floor adjustments

Two margins of wage floor adjustments can be camsit their timing (i.e. the extensive
margin) and their magnitude (i.e., the intensivergmg. The timing of wage floor
adjustments is directly related to the frequencywaige agreements. Industry-level wage
bargaining is not a continuous process since iblires the costs of gathering and sharing
information and coordination of unions and emplgyérhe size of wage adjustments may
reflect macroeconomic or sector-specific shocksddferent wage floor levels within the
same industry. This section presents the main nméxina linking macro variables and the
margins of wage floor adjustments. We focus firstllee specific role of the NMW, and then

we discuss the potential effects of other deterntma



a) The role of the NMW

The binding national minimum wage (in FrenclgMIC for Salaire Minimum
Interprofessionnel de Croissances expected to shape the wage floor adjustmemtegss
since it defines a legal wage floor for all Frengbrkers. NMW increases directly affect
wages of about 10 to 15% of workers. The NMW isomdtically adjusted every year, on
July ' until 2009 and on January' $ince 2010. This annual frequency of NMW adjustimen
is expected to induce some synchronisation of imgdievel wage agreements around the
month of the NMW increase (in particular in low-veagndustries) and should affect the
extensive margin of wage floor adjustment. NMW eages are decided by the Ministry of
Labor following an explicit and legal rule:

ANMW, = max(0, ACPL) + > max(AW, — ACPI,, 0) + &, (1)

where ANMW, is the NMW increase over the ye&CPI; is the inflation rateAW, is the
increase in blue-collar hourly base wage apds a possible discretionary governmental
additional increaseQver the period 2007-2015, only one discretionacyease (+0.6%) was
implemented in July 2012 (just after Francois Hulla was elected as Président de la
République).

The NMW can affect wage floor adjustments throudferent channels. First, the NMW can

be set above the lowest wage floors previouslynéeffin industry-level agreements. There is
no strict obligation for industries to update imnagely wage floors that are below the

NMW.s However, in that case, they have strong incentteebargain on wage floors and

adjust them accordingly since wage floors belowNIMMV become irrelevant for actual wage

setting. Moreover, unions and firms’ representativeceive strong recommendations from
the Ministry of Labor to open new industry-level geanegotiations and update their lowest
wage floors. When industries have all their wag®i® above the NMW, they are said to
comply with the NMW.

Second, wage floors above the NMW might also becééd through spillover effects.
Different theoretical explanations rationalise thegpillover effects at the firm level and may

be extended to the case of industries. Using anieafty wage model, Grossman (1983)

5 Besides, if during the year, the inflation rateéhigher than 2% since the last NMW adjustment, NIMW is
automatically and immediately adjusted (this hajgpein May 2008 and in December 2011).

6 No worker can be paid below the NMW (even if a kesris covered by an industry-level wage floor etbe
NMW) and actual wages below the NMW must be adgigiith no delay to the new value of the NMW.



shows that after a NMW increase, the wage difféaébetween skilled and unskilled workers
becomes smaller and firms have to increase wagskiltdd (high-wage) workers in order to
avoid a reduction in the effort of skilled workeisnother potential explanation is that a
NMW increase may shift the labor demand of relasikidled workers, which results in higher
wages for skilled workers. Manning (2003) also stdlat if firms used to pay high wages to
attract better workers from the low-wage firms,sianéirms have to increase their wages after
a NMW increase if they want to keep on hiring hetterkers? These spillover effects may
be heterogeneous because industries cannot unyfdmatease all wages after a NMW
increase. In this case, NMW increases should resudt lower dispersion of wage floors.
These spillover effects will mainly affect the int&ve margin of wage floor adjustments.

b) Other determinants

Wage floors are set for every occupation in theustiy-specific job classification and are
constrained by the NMW. These wage floors can lem ss wages that would be set by a
representative firm for some representative oceopsit So, wage floor adjustments might
depend on the usual determinants of wage inflatleat are considered in most macro
empirical analyses (see Blanchard and Katz, 199%] &ali, 2011, for theoretical

foundations), i.e. the inflation rate, the unempheyt rate and/or a measure of productivity.
However, besides the role played by NMW adjustmehts standard wage inflation equation
should be adapted to examine the adjustment ofstngllevel wage floors for at least two

reasons, namely infrequent wage bargaining andilgessiteractions between wage floors

and actual wages.

First, the wage floor adjustment is not a contiraiptocess over time since it depends on the
infrequent signing of an agreement at the industvgl. Hence wage floor changes should be
considered with respect to the last date they vebianged. Usual determinants of wage
adjustments, like inflation or variations in protiuity, should also be introduced with respect
to the date of the last wage floor adjustment, motdat a fixed quarterly or annual frequency
(see Figure A in the AppendixMoreover, the usual determinants of wage floousitpents
may also affect the timing of wage agreements.ifigiance, unions are more likely to ask for

opening wage negotiations in periods of high praigitg gains.

" Predictions of this model can be transposed tosmghs competing with each other.

8 We here leave aside considerations related to ctegbeinflation or productivity since industry-spici
measures of price or wage expectations are noladlai



Second, in standard wage inflation equations, aciggregate or individual wages are
generally considered whereas here we examine inydiestel wage floors that could interact
with actual wages. In particular, past changesctua industry-specific wages may affect
wage floor updates when they are renegotiatedirfsteince, a large increase in actual wages
in the industry (regardless of the previous wageeament) could lead unions to adjust wage
floors upwards. This adjustment would be ratiorali®y fairness issues (Fatk al, 2006).
This increase in industry-level wages may be dygreductivity gains in the industry but also
related to some exogenous wage increases in tpestdirms of this industry (determined by
a firm-level agreement, for instance). In this ¢asaployers’ associations might agree with a
wage floor adjustment, in particular if they wait prevent potential competitors from
maintaining low wages and obtaining a substantahmetitive advantage (Haucap et al.
2001).

3. Data on industry-level wage floors

Our data set contains a little more than 50,000viddal bargained different wage floors
(defined at the occupational level) in the 365 brjg‘contractual” industries (among a little
more than 700 industries in France). For those i@éGstries, we have collected all wage
agreements over the period 2007-2015 available gmvarnment websitd_égifrance.® This
data set is to our knowledge the first one contg@irsuch detailed information on wage floors
negotiated within industries. Table 2 provides s@ineple statistics on these industries. The
number of employees covered by a “contractual” stiquvaries a lot: in our sample, seven
industries cover more than 350,000 employees (fstance, the wholesale food industry,
hotels and restaurants, and car services), but 2% dustries cover less than 5,500
employees. Overall, industries in our dataset caeut 12 million employees, i.e., about
75% of workers in the private sector. Many indestrincluded in our dataset have a national
coverage (207 industries). In the metalworking @ectvage floors of non-managerial
employees are bargained at the local level: abéubdal different wage scales coexist at the
département level but they all use the same classificationjaif occupations. In three
sectors, i.e., ‘public works’, ‘quarry and meta#ind ‘construction’, wage floors for non-
managerial employees are bargained at the redievell (an administrativeégion consists of

9 http://www.legifrance.gouv.fr/initRechConvColl.do

10 A départementis an administrative area. There are @€partementsin France. Each of them has
approximately the same geographical size (6,000 kin2 different populations.



severaldépartemenis about 81 regional different wage scales coexist for each of those 3

sectors job classifications are similar.
[Insert Table 2]

The typical wage agreement contains the date (daymyear) when the agreement was
signed, the date at which it is enforecethe name of unions that have signed the agreement,
and the scale of wage floors (corresponding to wismms for all occupations in a given
industry). Wage floors can be defined as hourlynthly, or yearly base wages (gross wages
in euros, i.e., excluding employer social secucintributions but including employee social
security contributions). They exclude bonuses atierofringe benefits. We also exclude
wage levels or planned wage increases that are lmaded either on seniority or explicit

seniority indexation rules defined in the agreement

Each scale of wage floors is specific to a jobgifastion defined at the industry level. Thus
the number of wage floors contained in wage agreésnean vary across industries. On
average, industry-level scales of wage floors dar2d different wage floors corresponding
to different job occupations (Table 2)The average wage gap between two wage floors in a
given scale of wage floors is about 5.7%. This agerwage differential is much smaller in
the first half of the wage floor scale (close to)2&hereas the average differential is 9.5% at
the top of the distributiort. Finally, the average wage floor over the samplgoges about
2,000 euros. When we compare average actual wagka\eerage wage floors by industry,
the average wage differential is about 40% and wagerdland actual average wages are

highly correlated across industries.

Using our data set, we are able to compute theeggtg annual growth rate of wage floors
stipulated by industry-level wage agreements. Rar purpose, we calculate the year-on-year
wage change for each wage floor over the samplegeéFigure 1 plots the average annual
growth of wage floors. First, the aggregate wag®erflincrease is close to but below the

aggregate base wage published by the Ministry bbLaince actual wage changes may also

11 There is no explicit definition of contract dumatilike in Spain for instance. The new wage floassification
remains the same until the next wage agreement.

12 All statistics are weighted using the number ofkeos by industry or the number of workers by positn
the industry job classification. See the data agpefor details on calculations of the number ofrkars and
employment weights.

13 The top of the wage floor scale consists of wadger$ above the median of wage floors in a given jo
classification.

14 See Figure B in Appendix for further details oa Hectoral correlation between wage floors andehetages.

10



include firm-level and individual wage increasesc@d, aggregate variations of wage floors
are also highly correlated to the actual aggregage increase. Third, in real terms, the
aggregate wage floor increase is +0.4% on averdgle whe output gap has been negative
since 2008; this positive real growth of wage foa mainly driven by low inflation periods.
Lastly, there is a correlation between the annuavth of wage floors and NMW variations.
In particular, when the NMW increased by more tB&&min 2008 and 2012, the gap between

the annual growth of wage floors and the actuategaie wage growth fell close to O.
[Insert Figure 1]

Figure 2 reports the distribution of the year-omtyeiage floor changes (calculated in Q4).
First, there is no nominal wage decrease in ingwgfige agreements. Second, there is a peak
at zero corresponding to industries where themdtieer no agreement or where wage floors
do not change: over the sample period, betweemd338% of wage floors are not modified

in a given year. This peak is much higher in peyiotilow inflation (in particular during the
recent period). Third, these distributions exhdmime peaks exactly equal or close to the
NMW increase or to past inflation, revealing soraal rigidity of wage floors. For instance,

in 2011, we observe two peaks in the distributeinl.5 and 2%, while the NMW increase
was about 1.5% and inflation was 2%. During thenédow inflation period, the distribution

of changes is much less dispersed. In 2015, tiseaepeak in the distribution around 0.75%

which corresponds to the NMW increase (while tHiafion rate was about 0%).

[Insert Figure 2]

4. An empirical model for wage floor adjustment
Our aim is to investigate empirically the main detmants of industry-level wage
agreements and wage floor adjustments. These daterts include inflation, NMW
increases, overall sectoral wage increases an@blesi capturing productivity shocks or

business cycle position (as mentioned in Section 2)

4.1 The empirical model

The estimated model is a Tobit-1l type model whtekes into account the discretionary
process of wage bargaining. The first equationesponds to a Probit model where the
dependent variable is a dummy variable equal toifaihere is a wage agreement in indugtry

at datet, 0 otherwise. Our baseline Probit model can b#eavrias follows:

11



Y

it =+ BArg 1 CPI+ YA (NMW + 5B;_rr W + eAt_Tj,t_lvT/j + ouj +

wYjr + Uxje + pTji + A + €t (2)
if Y;t > 0 thenY;, =1, O otherwise.

HereYj, is a dummy variable equal to one if a wage agreemsesigned in industryat datet

(date in quarter/year format)t_rj,t is the log difference operator between the dathelast

wage agreemertt— t; (wheret; is the elapsed duration in quarters since thealggement in
industryj) and datd. For instanceAt_Tj,tCPI = CPIy — CPl;_q. This operator allows us to
compute cumulated variations of macro-variablesvbeh the last wage agreement observed
at datet — 7; and date, CPI is the overall French consumer price index (CRIW is the
NMW in real terms (i.e. divided by the consumercerindex), and¥; is an average wage

index in industry. The cumulated variation of this variable is takemeal terms and net of
NMW effects.’s This variation is then decomposed into an aggesgaige increase common
to all industriesAt_Tj,t_ll/T/ (which should be close to the aggregate base \wagease in
France) and an industry-specific wage increase dwhs calculated asat_rj,t_le =
Apge-1Wj — At_T].,t_ll/T/). The log-difference is in this case calculatetieen date — 1;

and one quarter before the agreemeédd) (o reduce the potential simultaneity bias (see th
next subsection for details);, is a measure of the local unemployment rafeis a measure

of the industry-level output gap ang, a dummy variable capturing the compliance of wage
floors with the NMW (this variable is equal to otfieat least one of the industry-level wage

floors is below the NMW just before the industrydé wage agreement, O otherwise).

Besidest;, we include three dummy variables correspondingdtoations between two

successive wage agreemenfsqual to 6 months, one year and two years),/anare time

fixed effects” To our best knowledge, average wage indices, v@ap or unemployment

15 To obtain a broad estimation of the effects of MW on industry actual wages, we estimate an OLS
equation relating industry actual wage increaselNBV increases and inflation. Estimated coefficieate
close to 1 for inflation and 0.5 for the NMW.

18 In France, wage agreements do not contain anyioéxgéfinition of the contract duration. The wafieor
classification is not changed until the next agreeimHere, instead of the contract duration, wesichar the
durations between two successive dates of wagemgr enforcements.

7 We also introduce an interaction term betwegrand the dummy variable indicating whether datebefore
or after January 2010 since January 2010 is tre atatvhich the reform modifying the adjustment dztéhe
NMW increase was implemented (moving from Julyaauhary).

12



measures are not available at the “contractualustry level. We here compute these
variables using NACE industry available variablese(data appendix).

The second equation of the Tobit model relates namiage floor increases to macro
variables such as inflation, the NMW increase @alrterms) and the industry-level actual
wage increase (in real terms, net of NMW effecitisyesthe last wage agreement. This second

equation is as follows:

gyjt + hMR] + 'Uj + Lt + ujit (3)

WhereAt_Tj,tWFl-j is the nominal change in the bargained wage floooccupationi and

industryj between the date of the last wage agreement; (wherez; is the elapsed duration

since the last agreement in indugdrand date.

This variable is observed at dates when a new veggeement is signed, it is missing
otherwise. Most of the independent variables ageséime as in the first equation but, using
estimates obtained in the first equation, we akloutate a Mills ratio which is specific to

each industry and which is denot#fR;, based on exclusion restrictions detailed in the

subsection below. Finally; is an industry fixed effect anid are date controls.

In our dataset, wage floor scales are specificamhandustry and the number of bargained
wage floors can be very different across industiiéss might raise a technical issue since an
industry with a very precise job classification Mok oversampled (because of its many job
categories). To control for this issue, we defiee wage categories defined by the ratio of
each wage floor to the NMW (wage floors less tHabl x NMW, wage floors between
1.01 x NMW and 1.03 x NMW, wage floors betweerl.03 x NMW and 1.07 Xx NMW,
wage floors between.07 x NMW and 1.13 x NMW, wage floors betweeth.13 x NMW
and 1.21 x NMW, wage floors betweer.21 x NMW and 1.32 x NMW, wage floors
between1.32 x NMW and 1.48 x NMW, wage floors betweet.48 x NMW and 1.70 X
NMW, wage floors between.70 x NMW and 2.09 x NMW, wage floors above.09 x
NMW). These thresholds are chosen so that the regulitage categories contain

approximately the same number of wage floors. Ichezategory, we select randomly only
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one wage floor for each industeyThe sample then consists of a little less thar)D,
observations (industry x wage category x date) anadoout 50,000 wage floorsMoreover,
we consider specifications where the NMW effect eary with the wage floor level. For this
purpose, we interact the cumulated NMW variablehwidtimmy variables corresponding to

each wage category.

The Tobit model is estimated using a two-step esdion procedure and standard deviations
of estimators are obtained using block bootstrapukitions by industry. This method allows

us to obtain consistent estimates of the standamise(i.e., they account for the potential

correlation between wage floors within the sameusti). This method was preferred to

direct clustering to deal with the Tobit model sture.

4.2 | dentification and endogeneity issues

We address now several important identificatiorueéss namely the lack of individual
variations of some variables which are macro véembnd potential collinearity among them.
Our aim is here to assess the effect of some PaggblMW or inflation variations) that are
by definition not industry-specific but macro. Thake identification of the impact of such
variables relies only on their temporal variability our model, industries bargain on wages
infrequently. Consequently, we can expect that diangg parties (workers’ unions and
employers’ associations) incorporate into the updlatage floors, not the change in macro
variables at the date of agreement, but rathecuhsulated changes in macro variables since
the last wage industry agreement. Using the cresSes variability of cumulated changes in
macro variables since the last wage agreement sllosv to widen the support of the
distribution of changes in macro variables. Thiatsgy should help us to identify the effects
of macro variables on wage floors because cumulade@tions are now industry-specific.
This line of reasoning is valid for the NMW but@l®r the CPI and sectoral actual wages for

which we also consider log-variations between tuersssive wage agreements.

Another identification issue stems from potentiallinearities among macro variables. This
might be particularly true for inflation and NMWadreases: an increase in the inflation rate
has a mechanical positive impact on the NMW in@esisce the formula used to adjust the

NMW incorporates past inflation. Reciprocally, pafthe effect of inflation might stem from

18 We choose this procedure instead of weighted ssgres because weighted regressions would stroadlyce
the data variability needed for the identificatid®beighting would generate a large discrepancy betwarge
industries/worker categories and small ones.

19 Robustness checks have been run using the whialsedaResults remain quite similar.
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NMW increases. A similar issue may arise from tlwerelation between inflation and
industry-specific wage variations. We thus considemodel in which all macroeconomic
variables are taken in real terms in order to igothe specific effect of inflation. Secondly,
the growth rate of industry-specific wages (in rieams) may also capture the pass-through of
the NMW into industry actual wages (through indivedl wage increases or firm-level
agreements). To control for this, we introduce @smdates the cumulated wage increase in a
given industry in real terms and we control for gussible NMW effects. Here again, the aim

of this variable transformation is to isolate tipedfic impact of each macro variable.

A third issue is the possible simultaneity bias ahhiesults from the inclusion of the growth
rate of industry-specific actual wages in the @ktexplanatory variables. In fact, we could
expect wage floor increases to be instantaneorastgmitted to actual wages. We address this
issue by considering the cumulated variation ofusid/-specific wages (in real terms)
between the date of the previous agreement andtdaf{enstead of date). Doing so, we
remove from the cumulated actual wage evolutionwthge change observed during the last
quarter (betweetil andt) because it is the quarter which is the most Vikadfected by the
simultaneity bias when wage floors are updatechtdtdNote that, by construction, the wage
increase induced by the previous agreement is nadided in the cumulated actual wage

variation between this agreement and ddte

The identification of the Tobit model comes frone tfollowing assumptions. First, we
assume that the duration elapsed since the last@gnt has no direct effect on the size of the
wage floor adjustment besides the impact of curadlahacro variables introduced in the
model. Second, we argue that durations equal tooot&o years correspond to calendar or
seasonal effects (related to negotiation costegallconstraints), independent of the decision
about the size of wage adjustments. Third, the diamge to the NMW is supposed not to
affect directly the size of wage floor adjustmesitsce the cumulated increase in the NMW
already captures the adjustment of previous wag@dlto the new ones. Compliance has no
direct effect on the size of wage floor increasesides the direct effect of the cumulated
NMW variable. It only affects incentives to reaclne@w wage agreement. These arguments
yield the exclusion restrictions that insure idécdition of the Tobit model. Dummy variables
for durations exactly equal to six months, one yaadt two years, and the dummy variable
indicating that “all wage floors in an industry cpiy with the NMW” (i.e. the compliance
with the NMW) are included in equation (2) and exigdd from equation (3) since they only
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affect the timing of the industry-level wage bargag process, but not the size of wage floor

adjustments.

5. Results
This section reports the results of our estimations
5.1 Frequency of industry-level agreements

Table 3 reports marginal effects of Probit models/hich the dependent variable is a dummy
variable for the enforcement of a wage agreeméfie run two different specifications where
we include or not the dummy “non-compliance witk MW" in order to assess the overall
effect of the NMW on the frequency of wage agreeamewe also report results concerning
different groups of industries, namely nationalusulies with a high proportion of minimum-
wage workers, national industries with a low prajor of minimum-wage workers, local
metalworking industries (where the proportion ohimum-wage workers is very low) and
regional construction and public works industrie$i¢re the proportion of NMW workers is

slightly lower than the average).
[Insert Table 3]

First, duration effects are quite substantial atatistically significant: the probability of a
wage agreement after exactly one year is highé3oyercentage points (pp) (by comparison,
the average quarterly frequency of agreement isita®@%). A similar but smaller effect (17
pp) is obtained for wage agreements signed aftactgxtwo years: This reflects the strong
time dependence of wage agreements, which migbtibeéo important negotiation costs and
which may be related to the obligation for eachustdy to bargain on wages at least once a

year.

Seasonal effects are other important factors dmutirig to the variations in the probability of
a wage agreement. We plot parameter estimatesiatesbevith date dummies on Figure 3
(2015Q4 is the reference). We find that wage ages¢snare quite staggered before 2010
(with small peaks in the first and the third ques}ebut highly clustered around the first
quarter after 2010. After 2010, the probabilityoblserving a wage agreement during the first

quarter is higher (about +10 pp) whereas it is msictaller during the last quarter of the

20 See Table A in Appendix for results of a Probitdmbin which the dependent variable is a dummyalde
indicating the date of the wage agreement sigriegults are broadly similar.

21 See Figure C in Appendix for the distribution ofations between two wage agreements.
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yearz This result is related to the 2010 reform relatwéhe timing of NMW increases which
moved the month of the usual NMW adjustment frody do January. Before 2010, 26% of
wage agreements were implemented during the thirakter whereas, after 2010, most
enforcement dates of wage agreements occurrea ifirgh quarter (about 60%) (see Figure E
in Appendix). Duration and seasonal effects aresistent with predictions of bounded
rationality modelss employers and unions may react to salient ancklafgservable shocks

(such as NMW increases which are publicly annouigetthe government).
[Insert Figure 3]

In some industries, an increase in the NMW may makegher than some wage floors,
which might exert some specific pressures on tlhedastries to update their wage scates.
The dummy variable capturing the compliance of wlgers with the NMW indeed has a
positive effect on the probability that an agreetrveili come into force. This effect is greater
after 2010 than before 2010. If we exclude this nynvariable, the marginal effect of the
cumulated NMW increases by 0.5 pp (Table 3), sugggshat we capture here a specific
channel for the transmission of the NMW increasdhi® frequency of wage agreements.
When considering different types of industries, fivel higher effects of the compliance
indicator in industries with a large proportion lofv-paid workers and in metalworking

industries.

The NMW may affect directly the probability of a ggaagreement since it is an important
reference for low-paid workers. Thus, increaseh&NMW might have a positive impact on
the probability of revising the wage scale. Howetee empirical effect of the cumulated real
NMW increase on the probability of a wage agreememather limited (about 2 pp). This

effect is heterogeneous across industries: thedtrgfaa real NMW increase is much higher
for industries with a high share of minimum-wagerkess (3.5 pp) than for industries with a

low share of minimum-wage workers (about 1 pp).

Cumulated increases in the inflation rate and endbggregate base wage have both a greater
effect than the real NMW increase on the probabdit an industry-level wage agreement.

Marginal effects associated with inflation or aggte base real wages are similar, between 6

22 Similar results are obtained using the date ofathge agreement signing (see Figure D in Appendix).

2 For instance, Alvareet al (2011) suggest that when there is a large “infdgiom cost” to observe variations
of the economic environment, it is optimal to rgzétes at discrete pre-set intervals.

24 Figure F in Appendiplots the proportion of industries having at leas¢ wage floor below the NMW over
time, the frequency of wage agreements and the NMif¢ases.
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and 7 pp (Table 3). This result is consistent whti fact that workers are more likely to claim
for opening a new negotiation if they observe ahergevel of inflation (which reduces the
workers’ purchasing power) or an increase in awwggregate wages (which might induce a

decrease in industry-relative wages).

An industry-specific real wage increase seems tee lanly a small and barely significant
effect on the dates of agreements. This result estggthat industry-specific productivity
developments (that would have been captured by \aigable) have no impact on the
occurrence of signing a wage agreement. Similaithye sectoral output gap and the
unemployment rate have no significant effect on dbheurrence of a wage agreement (one

exception is the group of industries with a lowrshaf NMW workers).

5.2 Size of wage floor changes

Table 4 reports parameter estimates of the seapumatien of our Tobit model which focuses
on the determinants of the size of wage floor adjests. Separate regressions have been run
for different groups of industries, i.e., all indss, national industries with a high proportion
of minimum-wage workers, national industries withloav proportion of minimum-wage

workers, local metalworking industries and regior@tstruction and public works industries.
[Insert Table 4]

First, the Mills ratio has a small but significamtgative effect. This negative sign has the
following interpretation: if an exogenous (nega}ivock delays the signing of a wage
agreement, the wage adjustment contained in theeagmt will be larger, all other

observable things being equal.

The most important determinant of the size of wéger adjustments is the cumulated
inflation. The elasticity of wage floor adjustmemigh respect to cumulated inflation is close
to 0.6 (Table 4). This result suggests that wager§l are partly indexed to past inflation.
Here, part of this indexation might stem from eith€'direct” inflation effect, or from more

“indirect” effects resulting either from the NMW dexation to past inflation or from

aggregate base wage indexation to past inflatiam. l@odel cannot fully disentangle these
two types of effects. The elasticity of 0.6 shoble interpreted as the overall impact of
inflation on nominal variations of wage floors. Mower, we find that this degree of
indexation to inflation is much larger in indusgrieith a high proportion of minimum-wage

workers (elasticity of 0.59) than in industries lwia low proportion of minimum-wage
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workers (0.44). In local metalworking and constimctindustries, the elasticities of wage
floor adjustments to inflation are even higher 0and 0.63).

Second, the cumulated real NMW variation has atpesand significant effect on the size of
wage floor adjustments; on average, in a givenstigiuan increase of 1% in the NMW (in
real terms) will increase wage floors by 0.24 pfhaW we consider the heterogeneity of this
effect across industries, the NMW has a largercefd@ wage floors in industries with a high
proportion of minimum-wage workers and in constiuttndustries (elasticities of 0.3) than
in industries with a low proportion of minimum-wagerkers (elasticity of 0.26), and in
metalworking industries where the proportion of mmum-wage workers is close to 0
(elasticity of 0.14). However, in all groups of uslfries, the effect of the NMW is significant
even when the proportion of minimum-wage workersvésy low, which suggests the

existence of NMW spillover effects.

Contrary to what we observe for the occurrence afgev agreements, the cumulative
aggregate real wage variation plays a limited oolethe size of wage floor adjustments. Its
effect is significant but small (elasticity of 0)18dustry-specific real wage variations have a
similar impact on the size of wage floor changdsasteity of 0.22) and play a role in
determining a new scale of wage floors. Considetivegheterogeneity of these effects across
industries (Table 4), we observe that the effedhdtistry-specific wage changes is larger in
industries with a low proportion of minimum-wage nkers. The elasticity of wage floor
changes with respect to sectoral wage change82sif.industries with a low proportion of
minimum-wage workers and 0.58 in metalworking irtdas, whereas it is small and not
significant in industries with a high proportion minimum-wage workers.In the same way,
aggregate cumulated wage change plays a largermrahelustries with a high proportion of
minimum-wage workers than in other industries. Tiasult might suggest that industries
where the NMW is less binding have much more leetwatake into account the industry-
specific wage or productivity developments. Lasthg sectoral output gap measure and the
local unemployment rate have no significant or vemyall effect on the size of wage floor
changes. This finding suggests that business aymhelitions play only a limited role on
industry-level wage adjustment. However, this resuight also come at least partly, from

measurement errors in our proxy for business aymhalitions of tontractual industries.

25 Table B in the Appendix also reports results agdicwy to the firm size composition of industriesffBiences
are small and not significant.
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[Insert Figure 4]

Finally, we test whether the impact of NMW increasearies along the wage floor
distribution and examine the NMW spillover effeateng this distributiore Figure 4 reports
estimated parameters associated with the variabdpsesenting interactions between
cumulated real NMW variations and dummy variablaptering the different effects along
the wage floor distribution. As expected, theseapaater estimates decrease along the wage
floor distribution, from 0.46 for wage floors closethe NMW to 0.16 for wage floors above
twice the NMW. One interesting result is that thIW effect is significant all along the
wage floor distribution. It decreases quickly fréne lowest wage floor to wage floors equal
to 1.1 x NMW. However, we find that NMW real variations haveasitive effect on wage

floor adjustments for all levels of wage floors.

We then test whether other macro variables havie baterogeneous effects along the wage
distribution. We find that only inflation has suehheterogeneous effect. Figure 5 reports
elasticities of wage floor variations obtained wispect to both real NMW variations and
inflation along the wage floor distribution. In piavlar, we find that the elasticity of wage
floor changes with respect to inflation is verytigr wage floors close to the NMW (close
to 0.8) and then decreases steadily (0.6 for whogesf close tal.1 x NMW, about 0.5 for
wages above x NMW). This elasticity is positive and significant fatl levels of wage

floors. This decreasing slope is very similar te ttne obtained for the NMW.
[Insert Figure 5]

Some separate regressions run on different grotipsdastries show some heterogeneity
across industries (Figure G in the Appendix). Abrg the wage distribution, the NMW

effect is a little larger in industries with a higihare of minimum-wage workers than in
industries with a low proportion of minimum-wage nkers and in metalworking industries.
Moreover, the NMW effect is positive and signifitall along the wage floor distribution,

not only in industries with a high proportion ofmimum-wage workers but also in industries
with a low proportion of minimum-wage workers. Retjag the elasticity of wage floor

changes with respect to inflation, differencesrateh larger. This elasticity is close to 1 for
low wages in industries with a high proportion oinfmum-wage workers and the slope is
slightly decreasing towards 0.7 for higher wageorffo A similar pattern appears for

%6 Wage growth is substantially different across wdlgers: 30% of the total variance is explained by
differences across occupations within the samesimgsee Table C in the Appendix).
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metalworking industries with still a high elastici{close to 0.7) for wage floors above
1.1 x NMW. In industries with a lower proportion of minimwvage workers, the elasticity
of wage floors with respect to inflation is cloge(.7 for wage floors close to the NMW and

decreases towards 0.3 for the highest wage floors.

We run two other regressions as robustness chéalsd, we test whether our results are
driven by heterogeneity across industries accorttiinghe composition of their wage floor
categories (as defined in section 4). For this psep we run a regression restricting our
sample to industries whose wage classificationainstat least 8 of the 10 wage categories
(more than 60% of industries in our sample). Resalé quite similar to those obtained using
all industries, which suggests that heterogensityat due to the wage category composition
(see Figure H in the Appendix).

Second, we test whether determinants of wage fladgations differ before and after 2010.
For this purpose, we introduce interaction termsvben macro variables of our Tobit model
and dummy variables “before 2010” and “after 20X8&e Table D in the Appendix).
Elasticities with respect to inflation, average r@ggite wage and NMW increases are slightly
changed whereas the effect of sectoral wage vamsis more significantly changed. Before
2010, the industry-specific wage effect is stat@ty significant and close to 0.5 whereas
after 2010, the impact of sectoral wage variatidtecomes non-significant for all
specifications and for all industries (except cangion). The aggregate wage effect remains
significant but small, especially for industriesthwva high share of minimum-wage workers.
This result might suggest that after 2010 (whickoatorresponds to a recession and a low
inflation period), industry-level wage agreementiglth be more constrained by indexation
and by NMW real increases. In other words, theyhmige less likely to adjust industry-
specific wage floors to industry-specific conditson

6. Conclusion

Using a detailed data set of thousands of industrgl wage agreements in France over the
period 2007-2015, our study provides new evidentehe determinants of industry-level

wage floor adjustments.

We find that the time schedule of wage agreementsghly seasonal and depends strongly
on the duration since the last wage agreemenatiofl and sectoral wage increases have also

a significant impact on the probability of a waggreement. a reduction of workers’
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purchasing power or a drop in industry wages ndatb aggregate wages leads to more
frequent wage agreements. Inflation and past ssateal wage increases have a larger impact
on the size of wage floor increases: elasticitiewage floors to these macro variables are 0.6
and 0.4, respectively. We also find that the eftéanflation is heterogeneous along the wage
floor distribution: the elasticity of wage floorstiv respect to inflation is close to 0.8 for the
lowest wage floors and then decreases steadibatchr0.4 for the highest wage floors.

The NMW is another important factor shaping wageifl setting in industry-level
agreements. It affects the timing of wage agreesnédmbugh different channels. First, the
seasonal timing of wage agreement can be partkedirto the seasonal adjustment of the
NMW. Second, the signing of a wage agreement ierikely when the scale of wage floors
does not comply with the NMW in a given industryndly, minimum wage increases have a
small but positive impact on the probability of réigg a wage agreement. Moreover, the
NMW also affects the size of wage floor adjustmentsen the real NMW increases by 1%,
wage floors increase on average by 0.25%. Thei@tgstf wage floors with respect to real
NMW variations also decreases along the wage fliistribution but only slowly, from 0.45

for the lowest wage floors to 0.15 for the highgage floors.

Finally, we provide evidence that wage floors pnestrong downward nominal wage rigidity
since there are no nominal decreases of wage flBesides, we also find a large correlation
between wage floor adjustments and past inflatiopast NMW increases, whereas business
cycle conditions and local unemployment rates havempact on wage floor adjustments.
These results suggest that bargaining instituticars explain - at least partly - the small
response of aggregate real wages to the rise ahplogment in France during the Great
Recession. Further research linking dynamics ofenfgors and firm-level wages should
help to understand to which extent wage bargaimsgtutions (including their interactions

with the NMW) might have shaped wage dynamics dutie recent crisis.

22



References

Addison J. T., Portugal P. and Vilares H., 2015nitihs and Collective Bargaining in the
Wake of the Great RecessiohZA Discussion Papersio. 8943.

Alvarez F. E., Lippi F., and Paciello L., 2011, “W@pal Price Setting With Observation and
Menu Costs.’Quarterly Journal of Economic426, 1909-1960.

André C., 2012, « L'impact des relevements salaride branche sur I'évolution du salaire
mensuel brut de base entre 2003 et 20@ares Analyses°11 (French Ministry of Labor).

Autor, D. H., Manning A. and Smith C. L., 2016, ‘GContribution of the Minimum Wage to
US Wage Inequality over Three Decades: a ReassagSmanerican Economic Journal:
Applied Economics8 (1), 58-99.

Avouyi-Dovi S., Fougére D. and Gautier E, 2013, ‘¥ aRigidity, Collective Bargaining, and
the Minimum Wage: Evidence from French AgreemeniaDa he Review of Economics and
Statistics 95(4), 1337-1351.

Blanchard O. and Katz L.F., 1999, “Wage Dynamicscétciling Theory and Evidence,”
AEA Papers and Proceeding®9(2), 69-74.

Boeri T., 2015, “Perverse Effects of Two-Tier Wagargaining Structures,|ZA World of
Labor, 101.

Cardoso A. and Portugal P., 2005, “Contractual \WWagad the Wage Cushion Under
Different Bargaining RegimesJournal of Labor Economic23(4), 681-723.

Card D. and Krueger A., (1995) “Myth and Measuretéhe New Economics of the

Minimum Wage.” Princeton University Press.

Card D., and de la Rica S., 2006, “Firm-level Cacting and the Structure of Wages in
Spain,”Industrial and Labor Relations Revie®9, 573-93.

Christofides L., and Nearchou P., 200Real and Nominal Wage Rigidities in Collective
Bargaining Agreements|’abour Economicsl4(4), 695-715.

Christofides L., and Stengos T., 2003, “Wage Rigidn Canadian Collective Bargaining
Agreements,’Industrial and Labor Relations Revig#6, 429-448.

Christofides L., and Wilton D., 1983, “The Empifidaeterminants of Contract Length”,
Journal of Monetary Economic%2, 309-319.

23



Dickens R. and Manning A., 2004, “Spikes and Spirs: The Impact of the National
Minimum Wage on the Wage Distribution in a Low-Wagector,”The Economic Journal
114(494), C95-C101.

Diez-Catalan L. and Villanueva E., 2014, “Contr&taggering and Unemployment during
the Great Recession: Evidence from Spain,” Bancagpafnia Working Paper No. 1431

Dittrich M., Knabe A. and Leipold K., 2014, “Spiller Effects of Minimum Wages in
Experimental Wage NegotiationsESifo Economic Studie80 (4), 780-804.

Du Caju P., Gautier E., Momferatou D. and Ward-Wedtimger M., 2009, “Institutional
Features of Wage Bargaining in 23 European Cowmtiie US and JaparEkonomia 12(2),
57-108.

Falk A., Fehr E., and Zehnder C., 2006, “Fairnesséptions and Reservation Wages — the
Behavioral Effect of Minimum Wages LawSQuarterly Journal of Economic421(4), 1347-
1381.

Gali J., 2011, “The Return of the Wage Phillips ¥&irJournal of the European Economic
Association9 (3), 436-461.

Gartner H., Schank T., and Schnabel C., 2013, “Wagsicality under Different Regimes of
Industrial RelationsIndustrial Relations52 (2), 516-540.

Gregory T., 2014, “When the Minimum Wage Bites BaGQuantile Treatment Effects of a
Sectoral Minimum Wage in Germany,” ZEW Discussi@p@ No. 14-133.

Grossman J.B., 1983, “The Impact of the Minimum Wag Other Wages,The Journal of
Human Resource$3(3), 359-378.

Guimaraes P., Martins F. and Portugal P., 2015w&fd Nominal Wage Rigidity,” Banco de

Portugal, mimeo.

Gurtzgen N., 2009, “Rent-Sharing and Collective gaaming Coverage - Evidence from
Linked Employer-Employee DataScandinavian Journal of Economjdsl1(2), 323-349.

Hartog J., Leuven E., and Teulings C., 2002, “Waged the Bargaining Regime in a
Corporatist Setting Europearturopean Journal of Political Economy8(2), 317-331

Haucap J., Pauly U., and Wey C., 2001, “Collectiage Setting When Wages Are
Generally Binding An Antitrust Perspectivdyiternational Review of Law and Economics
21(3) 287-307.

24



Le Bihan, H., Montornes J., and Heckel T., 2012jcly Wages: Evidence from Quarterly
Microeconomic Data’American Economic Journal: Macroeconomid§3), 1-32.

Lopez-Novella M. and Sissoko S., 2013, “UnderstagdiVage Determination in a Multi-
Level Bargaining System: a Panel Data Analydisyipirical Economics44(2), 879-897.

Luciani A., 2014, « Niveau de négociation colleetiet rémunération en Franceles

entreprises en France - Insee Références - Edaidmt

Machin, S., Manning, A. and Rahman, L. (2003), “\Whthe Minimum Wage Bites Hard:
Introduction of Minimum Wages to a Low Wage Sectdqurnal of the European Economic
Association1, 154-180.

Magruder J. R., 2012, “High Unemployment Yet FewaBriirms: The Role of Centralized
Bargaining in South Africa,’American Economic Journal: Applied Economid$3), 138-
166.

Manning, A., 2003, “The Minimum Wage and Trade Ugb In Monopsony in Motion:
Imperfect Competition in Labor Markets (pp. 325-B3%inceton University Press.

Martins P., 2014, “30,000 Minimum Wages: The EcommEifects of Collective Agreement

ExtensionsZA Discussion Paper No. 8540.

Neumark D., Schweitzer M. and Wascher W., 2004 niMum Wage Effects throughout the
Wage Distribution,’Journal of Human Resource39(2), 425-450.

Neumark D., and Wascher W., 2008, Minimum Wa@ssnbridge MIT Press

Rich R. and Tracy J., 2004, “Uncertainty and Laliontract Durations”,Review of
Economics and Statiss, 86(1), 270-287.

Villanueva E., 2015, “Employment and Wage EffectsEatending Collective Bargaining
Agreements”]ZA World of Laboy 136.

Visser J., 2016, “What Happened to Collective Barigg During the Great RecessionZA
Journal of Labor Policy5:9.

25



Table 1: Examples of minimum wage scales stipulatedy industry-level wage
agreements
a) Paper and paperboard (30,000 workers)

Salaires mensuels minima conventionnels (SMMC)

(Ene ereros, )
MIVEAL ECHELOM COEFFICIENT il |'?ﬂ2;]§2mil
1 125 | 446
2 130 1457
3 135 1 469
1 140 | 489
Il 2 150 1509
3 160 1534
1 170 | 5EE
In 2 185 160
3 185 1 635
1 216 1762
IV 2 235 1929
3 260 209
1 285 2276
v 2 315 Z 508
3 350 2773

b) Hairdressing (100,000 workers)

(Ern erares, )

MNIVEAL ECHELDHM CLASSIFICATION SALAIRE
minirmal

1 Coiffeurise) débutant(e) 1 470

| 2 Coiffeurise) 1 475

Coiffeurise) confirme{e) 1 480

5 Coiffeurise) gualifiaéle) 1 500

au technicien(neal 1 630

Coiff se) haute t lifigia)
5 oiffeurise) hauterment qualifig(a) 1 620

| au technicienine) qualifig(e)

Coiffeurise) trés hautement gualifiéle)
3 ou assistantiel manager 1 740
ou technicienine) hautement qualifiélel

1 hManager 1 B85

2 ranager confirrméal=) 2 FT0

1 au animateuritrice) de réseau 2 680
Manager hautement qualifigie) 2 B840

N ou animateuritrice) de réseau confirméie) 2 890

Notes: ‘Niveau is the category of workers, most frequently: fr routine task occupations or low-skilled
workers, “lI" for higher-skilled workers (technigia for instance)... The highest levels usually regmes
“managers”. Echelon$ are sub categories within a category of workdrse “Coefficient can be used to
calculate the wage rate. Classifications of ocdopatare specific to each industry. The NMW wasaseEUR
1,446 in 2014 (Jan®L
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Table 2: Descriptive statistics on industry wage sdes

Mean Q1 Median Q3

Number of employees 32,810 5,343 11,712 27,239
Number of wage levels 20.8 11 18 28
Average wage floor (in euro) 2,009 1,496 1,632 2,202
Average wage differential (%) 5.66 3.35 5.40 7.36

. o
Average wage differential (%) (at the bottom 208 0.35 0.95 290
of the wage scale)

. o
Average wage differential (%) (at the top of 9.46 548 858 11.33
the wage scale)
MaX|mum/m|n|mum wage ratio within an 255 189 534 316
industry
Average gross wage / average wage floor 141 134 138 150

(weighted)

Notes: The “Number of employees” is calculated gsthe DADS dataset which reports the number of
employees in each firm and the “contractual indtistovering the firm (see data appendix). The numtbfe
wage levels is calculated as the number of diffeveage floors reported in wage agreements; thésstat are
weighted by the number of employees by industrye @lerage wage floor is first calculated by indystinen
statistics are computed across industries and wexdghy the number of employees by industry. Theage
wage differential is calculated as the log differeifin %) between two successive wage floors innthge scale
of an industry; the average wage difference is adsw by industry. Statistics are then weighted gighre
number of employees by industry. The average wéfgrehtial “at the bottom of the wage scale” idccdated
using only the first half of the wage floor scalbeseas ‘at the top of the wage scale’ we use tbensehalf of
the wage floor scale. The max/min ratio is cale@daas the ratio between the minimum wage floor ted
maximum wage floor in a given industry. The “Aveeagyoss wage / average sectoral wage” is calcutadete
ratio between the actual average gross wage iremdndustry (as reported by the Ministry of Lalim2011)
and the average weighted wage floor in the samasingl (in 2011). Weighted statistics use the numifer
employees by industry.
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Table 3: Marginal effects of covariates in the Proth model for wage agreement (date of

enforcement)
Metal Construction
Dependent variable All industries National coverage . and public
\ working
Dummy variable fo works

wage agreemer High prop. of Low prop. of
enforcement (1) (2) min. wage  min. wage
workers workers
cum. inflation 6.386**  7.534**  §.299%*  4.996%*  6.525%* 81220
(0.618) (0.608) (1.194) (0.899) (1.245) (1.178)
Cum. real NMW 2.247**  2.718*** 3.525** 1.180 2.756*** 2.546%**
change (0.528) (0.551) (1.502) (0.740) (0.977) (0.849)
Cum. real aggregate 7 150+ 8 404%+* 5.295** 7.236*** 6.678*** 7.678***
wage change (1.078) (1.057) (2.056) (1.481) (2.249) (1.938)
Cum. real
wage change inthe 3218  3.406* -1.291 1.675 4.549 -1.522
industry (1.730) (1.743) (2.536) (2.660) (6.009) (5.935)
(0.017) (0.017) (0.121) (0.033) (0.26) (0.025)
Output gap 0.187 0.252 -0.323 1.111%+  -1.128  1.105**
(0.262) (0.272) (0.707) (0.331) (1.152) (0.549)
Duration
0.047***  0.044*** 0.047* 0.049* -0.043** 0.148**
6 months ™ 116 (0.016) (0.025) (0.027) (0.021) (0.057)
1 vear 0.329***  (0.339*** 0.257*** 0.341*** 0.314*** 0.320***
y (0.016) (0.013) (0.025) (0.023) (0.022) (0.046)
2 vears 0.171**  (0.183*** 0.165*** 0.173*** 0.132** 0.150***
y (0.024) (0.024) (0.046) (0.038) (0.060) (0.043)
Before 2010
Non-compliance with g 013* 0.023 0.016 0.074 0.016
the NMW (0.007) (0.018) (0.015) (0.047) (0.016)
After 2010
Non-compliance with 0.058*** 0.060*** 0.027*  0.111%* 0.032**
the NMW (0.007) (0.012) (0.011) (0.016) (0.017)
N 12,142 12,142 3,737 4,076 2,733 2,655

Note: This table reports marginal effects estimat@ti Probit models. Date and industry dummiesiactuded
(estimates corresponding to date dummies of spatifin (1) are presented in Figure 3). Standardrerare
obtained using bootstrap methods and are repantddlaickets. The dependent variable is the dummialvar

equal to 1 if there is a wage agreement in indysaitydatet (quarter-year). Estimates in the column “High prop
of min. wage workers” are obtained for the subsammi industries with a national coverage and with a
proportion of minimum-wage workers higher than thedian among all industries. Estimates in the calum
“Low prop. of min. wage workers” are obtained foetsubsample of industries with a national covelag®
with a proportion of minimum-wage workers smallbann the median among all industries. Estimatesén t
column “Metalworking” are obtained for the subsaenpbntaining local metalworking industries. Estiezain
the column “Construction and public works” are aftal for the subsample containing regional conssn@and
public works industries. Significance levels: ***¢0.01, ** p < 0.05, *p < 0.1.
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Table 4: Parameter estimates of the Tobit model — Afe floor changes

Construction
All . Metal )
. . National coverage . and public
industries working
works
Dependent High prop. of Low prop. of
variable : Nominal min. wage min. wage
wage floor change: workers workers
- - 0.590*** 0.588*** 0.443*** 0.742%** 0.635***
Cumulated inflatior =0, (0.049) (0.061) (0.056) (0.073)
Cumulated real 0.241*** 0.310*** 0.262*** 0.139*** 0.295***
NMW change (0.023) (0.053) (0.053) (0.039) (0.053)
g”r?:lft%dvcgag 0.179%+  0.213% 0.161 0.120 0.192%*
ggreg 9 (0.043) (0.065) (0.109) (0.093) (0.078)
change
lat I
chggneucizgég?n e 0222 -0.098 0.315% 0.576*  1.208%
industry (0.084) (0.120) (0.142) (0.233) (0.377)
0.000 0.006** 0.004 0.001 -0.001
Unemploymentrate o0 (0.003) (0.004) (0.001) (0.001)
0.026** -0.004 0.004 -0.014 -0.023
Output gap (0.011) (0.022) (0.031) (0.052) (0.024)
Mills Ratio -0.001%*  -0.002** -0.003%** 0.000 -0.002**
(0.000) (0.001) (0.001) (0.001) (0.001)
R? 0.578 0.538 0.525 0.675 0.818
N 19,711 6,516 5,009 5,262 2,924
Time dummies Date Date Date Date Date
Industry dummies Yes Yes Yes Yes Yes

Note: The dependent variable is the nominal wagerflchange between two successive effects of wage
agreements in a given industry. Estimates in tHanao “All” concern all industries in our sample (manal
coverage industries, metalworking industries (watHocal level coverage) and construction and publark
industries (regional coverage). Estimates in thieirna “High prop. of min. wage workers” are based the
subsample of industries with a national coveragkwith a proportion of minimum-wage workers higliean the
median among all industries. Estimates in the caluirow prop. of min. wage workers” are based on the
subsample of industries with a national coverage with a proportion of minimum-wage workers smallean

the median among all industries. Estimates in tiieron “Metalworking” are based on the subsampleta@oing
local metalworking industries. Estimates in theuooh “Construction and public works” are based oa th
subsample containing regional construction andipuwbdrks industries. Significance levels: *** p <1, ** p <

0.05, *p < 0.1

29



Figure 1: Average size of wage changes in industigvel wage agreements (2007-2015)

45 1in%

- Average wage floor annual change
4 - Average annual actual wage change
Annual NMW change

3.5 Ao e inflation

1.5 A

0.5 -

2007 2008 200§ 2010 2011 2012 2013 2014 2015

-0.5
Notes: The average wage increase in industry agmeem computed as a weighted (using the number of
employees by job category in each industry) averdgdl wage increases stipulated in industry agremt at a
given date (year/quarter). The overall wage in@aaghe annual increase in the aggregate actuge \alex
(SMB — source: DARES). NMW is the NMW increase atamnual frequency (source: INSEE). Inflation is th
overall CPI annual growth (source: INSEE).
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Figure 2: Distribution of wage floors variations beéween two wage agreement
enforcements
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2010-2012
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m 2010 m2011
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30 02012
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2013-2015

40
m2013
Inflation 0.9

35 dNMW 2.3

m2014
Inflation 0.5
dNMW 1.1

02015
Inflation 0.0
dNMW 0.8

30

0 025 05 075 1 125 15 175 2 225 25 275 3 325 35 375 4 425 45 4.75

Notes: this figure plots the distribution of waghanges between two dates of industry-level agreemen
enforcements for all industries in our sample. Aaddnuage variations are calculated during the lasirigr of a
given year. Distributions are weighted by the numidfeemployees by job category by industry.
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Figure 3: Estimates of time effects in Probit regrssion
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Notes: These figures report parameter estimatesKkdolid line) and 95%-confidence interval (blatdshed
lines) associated with date dummies used as tinérale in the Probit regressions (equation 2) (tesare

presented in Table 3 (specification (1)). Q4201é&hissen as the reference quarter.
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Figure 4: Elasticity of wage floor increases with espect to the real NMW increases along
the wage floor distribution
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Notes: this figure reports parameter estimatesimddaby adding to our baseline Tobit model intéoacterms
(dummy variables) which capture the relative positbf a wage floor along the wage distribution.sTtelative
position is calculated with reference to the NMWele The black line reports elasticities of the roah wage
floors with respect to NMW increases (in real texmise dashed lines represent the 95%-confiderteevial.
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Figure 5: Elasticity of wage floor variations withrespect to inflation along the wage floor
distribution
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Notes: this figure reports parameter estimatesimddaby adding to our baseline Tobit model intdoacterms
(dummy variables) which capture the relative positbf a wage floor along the wage distribution.sTielative
position is calculated with reference to the NMWek The grey lines report elasticities of nominaige floors
with respect to inflation. The dashed lines repnesige 95%-confidence interval.
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APPENDIX (not intended to be published)
Data Appendix

This appendix gives more details on how complenmgnitedustry-level variables (like the

number of employees, wages and unemployment) daenel.
- Number of employees by “contractual” industry

We compute the number of workers covered by evedustry using an exhaustive
administrative firm level data setADS fichier détail) containing for every firm, the
number of employees belonging to a “contractuadiustry (in year 2009). We then calculate
the sum of employees by industry. We use the nurmbemployees by industry to compute
statistics such as the frequency of wage agreements

- Number of employees by job classification category

To compute the number of employees by categorphe@fdb classification, we use the total
number of employees by “contractual” industry (s#move) and information from the
Ministry of Labor on the distribution of workersoalg the wage distribution in every
“contractual” industry. The Ministry of Labor publies some summary statistics for each of
the biggest 250 industriegn particular the share of workers whose actualesdgelong to
one of the 12 wage categories defined by the aitactual wages to the NMW (wages less
than 1.05*NMW, wages between 1.05*NMW and 1.1 NMW. Using the total number of
workers per industry in year 2011, we are ableotoute the number of employees by wage
category. For industries which are not presenumrary statistics of the Ministry of Labor,

we use information at a more aggregate level (GiRdSsification).

Then, in our wage floor data set, we calculate @aherage ratio of wage floors on NMW

within each job category. We multiply this ratio by} to take into account for the fact that
actual wages are on average 40% higher than wagesflUsing the number of employees
by actual wage category in each industry, we daen impute the number of employees for
each job category. We compute this number of en@geyby category of the job

classification so that the sum of employees ovbrgassification categories is equal to the
total number of employees in the industry. We uss statistic to calculate the weighted

statistics such as the average wage floor, digtabwf wage floor changes, ...

Zhttp://dares.travail-emploi.gouv.fr/dares-etudestatistiques/tableaux-de-bord/les-portraits-digties-de-
branches-professionnelles/les-250-portraits-sigties-structurels/article/conventions-collectivesktanche-
fiches-statistiques
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- Industries with a high versus a low proportion ehimum-wage workers

In some cases, we run separate regressions fostimetuwith a high versus a low proportion
of minimum-wage workers. To define industries wéither a high or a low proportion of
NMW workers, we use the summary statistics pubtishg the Ministry of Labor on the
proportion of workers along the wage distributised above) and calculate the proportion of
workers whose actual wage is below 1.2*NMW. If reportion of workers paid less than
1.2*NMW in a given industry is below (resp. aboute median of the c.d.f. of this
proportion across industries, we define this induas an industry with a low (respectively, a

high) proportion of minimum-wage workers.
- Wage indices

Information on actual wages is not available at“dwntractual” industry level. To construct indystr
level series of actual wages for each contractudlistry W;;,, we use hourly wage indices at the
sector-specific level (there are 90 sectors in NA&CE statistical classification; source: French
Ministry of Labor) and the employment sectoral stuwe of “contractual” industries (i.e., the number
of workers in each NACE sector for a given “contuat’ industry). Industry-level actual wage
indices are computed as the averages of NACE sgot@ge indices weighted by the number of
workers in a NACE sector for each “contractual’ ustty. By construction, these NACE industry-
level wage indices are corrected for compositideat$. They reflect the average wage increase in a

given industry.
- Industry-level unemployment

To obtain industry-specific measures of unemployimere use unemployment rates at the local labor
market level (i.e. Zone d’empldiin French; theseémployment zonésre defined byinseeso that
firms are able to find most of their labor forcetvim these zones) and the geographical employment
structure of “contractual” industries (using themdwistrative ‘DADS fichier détail). We then
compute an industry-specific measure of unemploymas the weighted average of local

unemployment rates.
- Industry-level output gap

We calculate the industry-level output gap by usiagtoral turnover indices (i.eintlices de chiffres
d’affaires’ in French; we consider the 90 sectors of the NWeCE statistical classification, source:
Insee). Using employment structures of “contraétuatlustries, we compute average weighted
turnover indices for each “contractual” industrye\hen calculate the industry-specific output gap a

the difference between the industry-specific tueraadex and its linear trend.
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Figure A: Timing of wage floor adjustments
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Notes: t0 and t1 correspond to dates of wage agrets. “NMW” is the national minimum wage that dam
changed at all dates. “Wage” corresponds to adtaiidual wages that can be adjusted by diffeffawstors,
including NMW and wage floors. “Wage Floor” correspls to wage floors that are adjusted at each wage
agreement. They can impact actual wages and amctegh by past changes in actual wages in a gidrsiry,

but also by changes in the NMW level.
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Figure B: Average wage floors versus average actualages (2011)
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Notes: Actual average gross wages are collectecbahlished by the Ministry of Labor for the yearl20(in
euro). Using our data, we calculate the weighteztaye wage floor for each industry in year 201 Xkh5zoint
represents a given industry whereas the darkditied liney = x.
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Figure C: Distribution of durations (in years) between two successive signing dates of
wage agreements (or two dates of wage agreement@mement)
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Notes: durations are computed as the differencedset two successive signing dates of wage agresnjent
two dates of agreement enforcement). All industaiesconsidered over the period 2007-2015.
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Figure D: Estimates of time effects in Probit regresion using date controls: dates of
wage agreement signing
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Notes: These figures report parameter estimatesKkdolid line) and 95%-confidence interval (blatdshed
lines) associated with date dummies used as timérale in the Probit regressions (equation 2). Q&6
chosen as the reference quarter.
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Figure E: Proportion of industry-level wage agreemats (in percent) by quarter
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Notes: The light grey line is the weighted propmmtiof agreements that are signed in a given quartdrthe
black line is the same proportion but for agreenssribrcement. We compute those statistics for thexéods:
2007-2015, 2007-2010 where the NMW was usuallysidpiin Q3 and 2010-2015 where the NMW was usually
adjusted in Q1.
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Figure F: Proportion of industries with at least awage floor below the NMW over time
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Notes: the grey histogram (right axis) correspaedsMW increases (in percentage). The dark sofid Is the
proportion of industries with at least one wageflbelow the NMW (in percentage) calculated asr#i® of
the total number of employees in non-conform indestover the total number of employees. The geshdd
line represents the proportion of industries (weghby the number of employees) in which wage agess
come into effect at a given date (quarter-year).
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Figure G: Elasticity of wage floor variations with respect to the real NMW increases and
to inflation along the wage floor distribution (industry heterogeneity)
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Notes: This figure reports parameter estimatesiddaby adding to our baseline Tobit model intéoacterms
capturing the relative position of a wage floorrajahe wage distribution (with respect to the NM&Vdl). The
black lines report elasticities of the nominal wélgers with respect to NMW increases (in real teynThe grey
lines report elasticities of nominal wage floorghwrespect to inflation. Estimates associated it curve
“High prop. of NMW workers” are based on the subgbof industries with a national coverage and veith
proportion of minimum-wage workers higher than thedian among all industries. Estimates associaidd w
the curve “Low prop. of NMW workers” are based be subsample of industries with a national covemaye
with a proportion of minimum-wage workers smalleart the median among all industries. Estimatescastsd
with the curve “Metalworking” are based on the srbple containing local metalworking industries
“Construction and public works” are based on thbsample containing regional construction industriesr
those two last groups, managers are not includezk gshey are covered by a national industry, thasetis no
wage floors above 2.09 NMW.
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Figure H: Elasticity of wage floor variations with respect to the real NMW increases and
to inflation along the wage floor distribution (industries with at least 8 wage categories
versus all industries)
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Notes: This figure reports parameter estimatesiddaby adding to our baseline Tobit model intdoacterms
(dummy variables) which capture the relative positbf a wage floor along the wage distribution.sTtelative
position is calculated with reference to the NMWelk The black line reports elasticities of the maah wage
floors with respect to NMW increases (in real texnihe grey lines report elasticities of nominalgedloors
with respect to inflation.
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Table A: Marginal effects of covariates in the Prolt model for wage agreement signing

Dependent variableDummy variable for a

wage agreement signing @) @)
, . 7.020*** 7.653***
Cumulated inflation (0.536) (0.517)
2.755%** 2.950%**
Cumulated real NMW (0.573) (0.568)
7.687*** 8.416***
Cumulated real aggregate wage change (0.949) (0.920)
_ . 1.992 2.226*
Cumulated real wage change in the industi (1.362) (1.326)
-0.002 0.002
Local unemployment rate (0.017) (0.019)
-0.547** -0.484*
Output gap (0.245) (0.245)
Duration
6 months -0.019* -0.026
(0.011) (0.011)
0.312*** 0.313***
1 year (0.012) (0.012)
2 years 0.168" 0-175%
(0.022) (0.022)
Before 2010
. . 0.003
Non-compliance with the NMW (0.006)
After 2010
. _ 0.045***
Non-compliance with the NMW (0.006)
N 12,136 12,136
Dates dummies Yes Yes
Industry dummies Yes Yes

Note: This table reports marginal effects estimangth Probit models. Standard errors are obtainsithqu
bootstrap methods and are reported in bracketsd&pendent variable is the dummy variable equélifdhere
is a wage agreement in indusjrgt datet (quarter-year). Significance levels: *** p < 0.0%,p < 0.05, * p <
0.1.
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Table B: Parameter estimates of the Tobit model — \&ge floor changes — Large vs small

firms
Dependent variable : High share of Low share of High share of Low share of
Nominal wage floor change large firms large firms  small firms  small firms
: - 0.618*** 0.570*** 0.527*** 0.653***
Cumulated inflation (0.040) (0.043) (0.039) (0.051)
Cumulated real NMW 0.261*** 0.237*** 0.227*** 0.247***
change (0.035) (0.031) (0.039) (0.030)
Cumulated real aggregate 0.161* 0.167*** 0.242%+* 0.099*
wage change (0.072) (0.057) (0.060) (0.058)
Cumulated real wage chang 0.059 0.295*** 0.243* 0.171
in the industry (0.148) (0.089) (0.127) (0.138)
0.000 0.000 0.000 0.000
Local unemployment rate (0.001) (0.001) (0.001) (0.001)
0.028 0.017 0.030* 0.017
Output gap (0.021) (0.016) (0.017) (0.017)
Mills Ratio -0.001** -0.002*** -0.002*** -0.001**
(0.000) (0.000) (0.001) (0.000)
R? 0.653 0.533 0.533 0.642
N 7,959 11,752 9,608 10,103
Time dummies Date Date Date Date
Industry dummies Yes Yes Yes Yes

Note: The dependent variable is the nominal (o) resage floor change between two effects of wage
agreements in a given industry. Estimates in tHeneo “High share of large firms” (resp., low shaea® for
industries in which the share of firms with morarttb00 employees is above (resp. below) the mg@ias%).
Estimates in the column “High share of small firnfe#sp., low share) are for industries in which share of
firms with less than 10 employees is above (rdsgplgw) the median (69%). Significance levels: ***p0.01,
*pn<0.05*p<0.1
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Table C: Variance decomposition of annual wage floogrowth within industries and

across industries

R? of cross sectional regressions of year-on-yeaevilagr
growth on industry fixed effects

2007 0.70
2008 0.70
2009 0.69
2010 0.72
2011 0.84
2012 0.70
2013 0.76
2014 0.74
2015 0.72

Note: Reported R-squared are obtained by regres&ngeach year of our sample, year-on-year wager fl
growth on industry fixed effects. It measures vac& of annual wage growth explained by industrycijoe
difference. The remaining variance is explaineditfferences in annual wage growth across occupsitiathin

the same industry.
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Table D: Parameter estimates of the Tobit model — \&ge floor changes — Before / after
2010

Dependent variableNominal wage floor changes

High prop. Construction
: Low prop. of :
of min. . . and public
All min. wage Metalworking
wage works
workers
workers

Before 2010

Cumulated inflation  0.600*** 0.601*** 0.405*** 0.725*** 0.570***
(0.056) (0.068) (0.091) (0.082) (0.153)

Cumulated real

NMW change 0.235***  0.359*** 0.244*** 0.160*** 0.272%**

(0.048) (0.076) (0.060) (0.062) (0.071)
Cum. real aggregate g 187+« 0.157+ 0.279* 0.274 0.132
wage change (0.087) (0.091) (0.164) (0.186) (0.107)
Cum. real wage 0.462**  -0.115  0.640** 1.692%* 1.454%
change in the industr (g 145) (0.177) (0.191) (0.607) (0.496)
After 2010

Cumulated inflation ~ 0.575***  0.556*** 0.514*** 0.728*** 0.631***

(0.053) (0.062) (0.089) (0.083) (0.069)
Cumulated real 0.258++  0.232%*  0.204%*  0.219%*  0.361*
NMW change (0.044) (0.060) (0.077) (0.062) (0.065)
Cum. real aggregate g 18+ 0.249%* 0.040 0.090 0.174*
wage change (0.081) (0.090) (0.154) (0.115) (0.105)
Cum. real wage 0.034 -0.081 -0.004 0.100 1.120**
change in the industr  (0.105) (0.151) (0.158) (0.315) (0.460)
Unempk)yment rate 0.000 0.006** 0.005 0.001 -0.001
(0.002) (0.003) (0.004) (0.001) (0.001)
Output gap 0.021 -0.008 -0.001 -0.013 -0.027
(0.016) (0.022) (0.032) (0.048) (0.025)
Mills Ratio -0.001***  -0.002*** -0.003*** 0.000 -0.002***
(0.001) (0.001) (0.001) (0.001) (0.001)
R? 0.580 0.540 0.536 0.681 0.820
N 19,711 6,516 5,009 5,262 2,924
Time dummies Date Date Date Date Date
Industry dummies Y Yes Yes Yes Yes

Note: The dependent variable is the nominal (od)resage floor change between two effects of wage
agreements in a given industry. Estimates in tHaneo “High prop. of min. wage workers” are basedtbe
subsample of industries with a national coveragewaith a proportion of minimum-wage workers higltlean
the median among all industries. Estimates in tianon “Low prop of min. wage workers” are basedtbe
subsample of industries with a national coveragewith a proportion of minimum-wage workers smatlean
the median among all industries. Estimates in tbkinen “Metalworking” are based on the subsample
containing local metalworking industries. Estimatethe column “Construction and Public works” dased on
the subsample containing regional constructionmralic works industries. Significance levels: ***¢0.01, **

p <0.05 *p<0.1.
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