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Introduction



Introduction

• Labor Supply:
• How does a worker decide whether he/she participate

in the labor market or not, if he/she does, then how
many hours he/she would like to work for a firm.

• Labor demand:
• How firms respond to changes in costs for employees.

• Labor Market equilibrium coordinates the
desires of firms and worker, determining the
wage and employment observed in the labor
market.
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Introduction

• If markets are competitive and if firms and workers are
free to enter and leave these markets, the equilibrium
allocation of workers to firms is efficient. The market is
efficient for the invisible hand theorem.

• The implication that competitive labor markets are
efficient plays an important role in the framing of public
policy.

• In fact, the impact of many government programs is often
debated in terms of whether the particular policy leads to
a more efficient allocation of resources or whether the
efficiency costs are substantial.

3



Competitive Equilibrium



Wage and Employment Determination
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Efficiency: Pareto Efficiency

• It is important to note meaning of efficiency in
economics, which is related with the concept of
Pareto Equilibrium

• which is the state quo that exists when all possible
gains from trade have been exhausted.

• The improvement of one person’s welfare necessarily
means the decrease of another’s welfare.
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Factors to Labor Supply

• Wage rates

• Nonwage Income

• Preference for work v.s leisure

• Technology for household works

• Nonwage aspects of the job

• Number of qualified suppliers
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Factors to Labor Demand

• Product demand

• Productivity

• Price of other resources

• Number of employers
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Changes in Demand, Supply and Market Equilibrium
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Competitive Equilibrium across Labor Market

• The economy typically consists of many labor
markets, even for workers who have similar skills.

• eg: different regions/industrials/occupations/

• Suppose there are two regional labor markets in
the economy, the south and north.

• For simplicity, the supply curves are represented
by vertical lines, implying that supply is perfectly
inelastic within each region.
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Competitive Equilibrium across Labor Market
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Convergence across States in U.S
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Monopoly and Monopsony



Monopoly in Product Market

• Monopoly: A market with only a seller. So the
firm is the price maker in the product market.

• Then the optimal production condition is

𝑀𝑅𝑃𝐿 = 𝑀𝑅𝑃 ∗ 𝑀𝑃𝐿 = 𝑤

• Because 𝑀𝑅𝑃 ≤ 𝑃
• So 𝑀𝑅𝑃𝐿 ≤ 𝑉 𝑀𝑃𝐿
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Monopoly in Product Market
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Monopoly in Product Market

• The labor demand is steeper or less elastic than
that of perfect competitive market.

• A lower level of employment

• The wage paid by the monopolist is the the
same as that paid by competitive firm.

• Labor resources are misallocated.
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Monopsony in Labor Market

• Monopsony: A market with only a buyer. So the
firm is the price maker in the labor market.

• If the firm want to attract more workers toward
this market, then it must increase the wage rate.

𝑀𝐶 ≠ 𝑤

• And if the firm cannot apply ”wage
discriminate”, then it must pay the higher wage
to all workers, including those who could have
been attracted at a lower wage.
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Monopsony in Labor Market
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Market Structure: Labor and Product
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Policy Application



Policy Application: Migration

• Today, more and more people resident in a
country where they were not born.

• Immigration debate in most receiving countries
concerns that the impact of immigrants on the
labor market opportunities of native-born
workers.

• The answer partially is determined by the types
of immigrants and native-borns, thus

• Substitution（替代）Vs Complements（互补）
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Policy Application: Migration Extension
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Policy Application: Migration Extension
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Policy Application: Migration Extension
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Policy Application: Migration Extension
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Policy Application: Migration Extension
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Policy Application: Migration Extension
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Immigration: Empirical Studies

• The most difficult is migrants who are self-motived worker
pursuing higher wage.

• So it is difficult by using the correlation across cities
between wages and immigrant densities to measure the
effect of immigrants on the labor market opportunities of
natives.

• So we should underscore the value of a natural experiment
that corresponds more closely to an exogenous increase in
the supply of immigrants to a particular labor market.

• for instance, the experiences of the Miami labor market in
the aftermath of the Mariel Boatlift.
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Mariel Boatlift: Background

• The Mariel Boatlift was a mass emigration of Cubans who
departed from Cuba’s Mariel Harbor for the United States
between April 15 and October 31, 1980.

• On April 20,1980, Castro declared that Cuban nationals
wishing to move to the United Sates could leave freely
from the port of Mariel.

• From May to September 1980, over 125,000 Cuban
immigrants arrived in Miami on a flotilla of privately
chartered boats,thus 7% growth to Miami labor market.

• It provides a natural experiment for exogenous labor
supply to test the effect of immigrants on on natives.
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Mariel Boatlift
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Mariel Boatlift
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Immigration: Mariel Boatlift

• Empirical Strategies: DID

• Card(1990) use nearby cities such as Atlanta, Houston,
LA... as the control group which experienced same
economic trends during 1980-1985.
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Immigration: Mariel Boatlift

• Empirical Strategies: DID

• Card(1990) use nearby cities such as Atlanta, Houston,
LA... as the control group which experienced same
economic trends during 1980-1985.
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Policy Application: Minimum Wage

• A minimum wage is the lowest hourly, daily or monthly
payment that employers may legally pay to workers.

• ”the minimum amount of remuneration that an employer
is required to pay wage earners for the work performed
during a given period, which cannot be reduced by
collective agreement or an individual contract” by
International Labor Orgnization(ILO)

• Supporters: it increases the standard of living of workers,
reduces poverty, reduces inequality.

• Critics: actually increases poverty, increases
unemployment (particularly among low productivity
workers), and is damaging to businesses.

27



Policy Application: Minimum Wage
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Minimum Wage in Reality

• Some Concerns about Minimum Wage

• 1) Real vs nominal wage
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Minimum Wage in Reality

• 2) Covered and Uncovered Sectors
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Minimum Wage in Reality

• 3) Compliance with the Minimum Wage Law

• There seems to be a great deal of noncompliance
with the law in U.S.

• Because the penalties are relative trivial to the
companies.
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Minimum Wage in China

• 1929 年颁布《工厂法》，1930 年南京国民政府正式批准了此前签署的
国际劳动组织第 26 号公约—《最低工资办法公约》。

• 1936 年颁布和实施《最低工资法》，「成年工資以維持其本身足以供給
無工作能力親屬二人之必要生活為準」，正式建立最低工资制度。

• 1984 年中华人民共和国承认《最低工资办法公约》。

• 1993 年发布了《企业最低工资规定》，这是新中国第一个关于最低工资
的法律法规。

• 1995 年 1 月 1 日起开始施行的《中华人民共和国劳动法》规定“国
家实行最低工资保障制度”。

• 2004 年 3 月，原劳动和社会保障部发布了《最低工资规定》取代
1993 年施行的《企业最低工资规定》。其中包含一个简要的最低工资测
算方法。同时要求“最低工资标准每两年至少调整一次”。 32



Minimum Wage in China

• 比重法：根据城镇居民家计调查资料，确定一定比例的最低人均收入户

为贫困户，统计出贫困户的人均生活费用支出水平，乘以每一就业者的

赡养系数，再加上一个调整数。

• 恩格尔系数法：根据国家营养学会提供的年度标准食物谱及标准食物摄

取量，结合标准食物的市场价格，计算出最低食物支出标准，除以恩格

尔系数，得出最低生活费用标准，再乘以每一就业者的赡养系数，再加

上一个调整数。

• 在计算的最低月工资的标准上，再考虑职工个人缴纳社会保险费、住房

公积金、职工平均工资水平、社会救济金和失业保险金标准、就业状况、

经济发展水平等进行必要的修正。

• 各地可参照以上测算办法，根据当地实际情况合理确定月、小时最低工

资标准。
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Minimum Wage in China

•“十一五”（2006 至 2010 年）期间，我国最低工资标准年均提高 10% 。但

多数地区的最低工资标准仍达不到当地平均工资的40%。

•“十二五”期间，最低工资标准年均增长13% 以上，绝大多数地区最低工资标

准达到当地城镇从业人员平均工资的40%以上。“十二五”期间，全国平均最低
工资标准年均增长速度为13.4%。

• 2016 至 2019 年，分别有 9 个、19 个、15 个和 8 个省份上调最低工资
标准。全国平均月最低工资标准由 2016 年的 1598 元每月提高到 2019 年
的 1810 元每月，年均增长率为4.2%。月最低工资标准占社会平均工资的比
重保持在35%左右。

• 2020 年，因疫情影响、为支持企业复工复产，而暂缓最低工资标准的调整。
仅有三个省份（广西、福建、青海）上调最低工资标准。

• 2021 年以来，已有江西、黑龙江、新疆、陕西四地上调最低工资标准，另有天
津、西藏将于 7 月 1 日起，北京将于 8 月 1 日起上调最低工资标准。新华
社报道称，各地最低工资标准涨幅在每月 80 元至 200 元不等。
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Minimum Wage in China in 2013(World Bank,2013)
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Global Minimum Wage in 2013(World Bank,2013)
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Minimum Wage in China in 2024
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Minimum Wage in China in 2024
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MW across Asia Pacifics (NWPC,PhL,2020)
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MW across Asia Pacifics (NWPC,PhL,2022)
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Minimum Wage in China

• 马双、张劼和朱喜，《最低工资对中国就业和工资水平的影响》，《经济研

究》，2012 年第 5 期。

• 主题：最低工资对就业和工资的影响

• 数据：最低工资数据、工业企业调查数据 (1998-2007)

• 方法：Difference-in-Differences

• 结论：1) 最低工资上涨可以从整体上提高员工的工资水平。最低工资每
增加 10% ，企业平均工资将增加 0.3% -0.6%

• 结论：2) 最低工资每增加 10% ，企业雇佣人数将显著减少 0.6% 左

右
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Discussion



Discussion: New Labor Contract Law

• 2008 年 1 月 1 日，《劳动合同法》正式实施。

•“新劳动合同法”从制定开始就一直保守争议：焦点在于是否过于偏向劳
工，导致企业雇佣不够灵活。

• 正方观点：

• 财政部长（前）楼继伟批评劳动合同法弊端引争议（2016 年“两会”）

• 反方观点：

• 人民大学教授常凯表示“经济下行期，不能拿劳工开刀”。

• Q: What are your opinions?
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Reading: New Labor Contract Law
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