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On January 1, 2015, Germany introduced a new national minimum wage of €8.50
(gross) per hour. It was increased to €8.84 on January 1, 2017, and to €9.19 on
January 1, 2019. At its introduction, the new minimum wage was binding for
almost 37 million dependent employees. Because of the number of people
impacted, this wide-ranging measure has constituted the most important labour
market reform in Germany since the Agenda 2010 programme in the early 2000s.

Before its introduction, the national minimum wage was often considered as
a “grand social experiment”. Accordingly, discussions of potential effects have
been contentious, and scientific forecasts have differed considerably. Supporters
of a statutory minimum wage have focused on fairness issues and stressed the
positive impacts on wages and consumption, citing also the anticipated reduc-
tion in employees’ dependence on social transfers (Bosch 2007; Schulten/Horn
2014; Kalina/Weinkopf 2014). In contrast, critics of the minimum wage have
emphasized its potential negative impact on employment and have predicted a
loss of 500,000 to nearly a million jobs (Arni etal. 2014; Miiller/Steiner 2011;
Knabe et al. 2014). In a special context, concerns were raised that urban poverty
would increase (Buettner/Ebertz 2009).

A long tradition of minimum wage research exists in the United States. Since
the early 1990s, a large number of studies have examined causal effects of a
minimum wage based on regional variations. While work in the research tradi-
tion of Card and Krueger (Card 1992; Card/Krueger 1994, 1995) found little or no
impact on employment resulting from a minimum wage, studies in the research
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tradition of Neumark and Wascher (Neumark/ Wascher 1992, 2008; Neumark
et al. 2014) identified weak to significant negative effects of minimum wages on
employment. In the United Kingdom, results mainly indicate no significant
employment effects (Dickens etal. 1999; Dolton etal. 2015, 2012, 2010;
Manning 2013; Metcalf 2008; Stewart 2004). International empirical evidence
on working hours and work intensity is also mixed (Belman/Wolfson 2014; Low
Pay Commission 2016; Neumark/Wascher 2008; Schmitt 2015); however, prices
for goods and services were found to increase in specific sectors that employ a
higher share of employees who are covered by the minimum wage (Belman/
Wolfson 2014; Lemos 2008), while in the United Kingdom the minimum wage
reduced firm profitability (Draca et al. 2011).

Actually, the German national minimum wage was initially set at a relatively
high level in comparison to other countries that have introduced a national
minimum wage. Measured by the Kaitz index, the new German minimum
amounted to 48% of the German median wage in 2015, on a par with the
United Kingdom (where the Kaitz index for that year was 49%) and the
Netherlands (where it was 46 %). The highest index (62%) was in France, and
the lowest were in Spain, where it was 37 %, and the United States, where it was
36 % (OECD [Organisation for Economic Co-operation and Development] 2017).
However, when the United Kingdom introduced its minimum wage in 1999, the
Kaitz index was only 42%. The share of employees affected by the new mini-
mum wage in Germany was also high: around 4 million jobs had previously paid
below €8.50 gross per hour (Mindestlohnkommission 2016). In the United
Kingdom, when the minimum wage was introduced the coverage was 5.3 %
(Low Pay Commission 2001). Furthermore, the bite of the minimum wage dif-
fered considerably across German regions, reaching Kaitz indices of more than
60 % in the eastern regions of Germany (Mindestlohnkommission 2016).

Against this backdrop, this special issue titled Effects of the Introduction of
the Statutory Minimum Wage in Germany provides a comprehensive look at the
short-term effects of the introduction of the national minimum wage; it com-
prises seven articles which empirically evaluate the effects of the national
minimum wage on a broad range of topics.

In their article “Characteristics Contributing to Low- and Minimum-Wage
Labour in Germany”, Matthias Diitsch and Ralf Himmelreicher examine the
correlation between characteristics of individuals, companies, and industries
involved in low-wage and minimum-wage labour in Germany. They find that
the influence of individual characteristics on wage levels is often overstated:
several determinants related to individuals appear to suggest a high low-wage
incidence, but they in fact lose their explanatory power once controls are added
for factors relating to the companies or industries that employ these individuals.
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Patrick Burauel, Marco Caliendo, Markus M. Grabka, Cosima Obst, Malte
Preuss, Carsten Schroder, and Cortnie Shupe, in their article “The Impact of the
German Minimum Wage on Individual Wages and Monthly Earnings”, evaluate
the impact of the minimum wage on hourly wages and monthly earnings of
workers targeted by the reform. Their results indicate that the minimum wage
introduction can account for hourly wage growth on the order of roughly 6.5 %,
or €0.45per hour, and an increase in monthly earnings of 6.6 %, or €53 per
month. Furthermore, the article documents widespread noncompliance with the
mandated wage floor of €8.50 per hour.

Marco Caliendo, Markus M. Grabka, Cosima Obst, Malte Preuss, and Carsten
Schrader, in their article “The Impact of the Minimum Wage on Working Hours”,
analyse the impact of the minimum wage on employees’ hours worked. The
authors identify a significant and robust reduction in contractual working hours
among employees who are in regular employment and who earned less than the
minimum wage before the introduction. The effect in 2015 amounts to a reduc-
tion of 5%, or 1.7 hours of average weekly working time. The effect on actual
hours worked is smaller and estimated less precisely than the reduction in
contractual working hours.

Martin Friedrich, in his article “Using Occupations to Evaluate the Employment
Effects of the German Minimum Wage”, investigates the short to medium run
employment effects of the minimum wage. The effect of the policy is identified by
using variation in the bite of the minimum wage across occupations using a differ-
ence-in-differences estimator. His analysis reveals that the reform only had a small
impact on employment and highlights the importance of regional effect heteroge-
neity. In East Germany, marginal employment decreased by about 18,000 jobs in
the short run and 52,000 jobs in the medium run, respectively, due to the minimum
wage. In West Germany, no negative employment effects are detectable, but regular
employment increased temporarily because of the reform.

Holger Bonin, Ingo E. Isphording, Annabelle Krause-Pilatus, Andreas Lichter,
Nico Pestel, and Ulf Rinne, in their article “The German Statutory Minimum Wage
and Its Effects on Regional Employment and Unemployment”, study the effects
of the minimum wage on the level of regional labour markets. Using as their
point of comparison regional variations in terms of exposure to the new wage
floor, the authors fail to detect any statistically significant impact from the
introduction of the minimum wage on regular employment subject to social
insurance, but they do find a statistically significant negative effect on marginal
employment. However, this reduction in marginal employment is not accompa-
nied by a proportional increase in overall unemployment.

Mario Bossler, Nicole Giirtzgen, Benjamin Lochner, Ute Betzl, and Lisa Feist, in
their article “The German Minimum Wage: Effects on Productivity, Profitability,
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and Investments”, use data on German establishments. They show that in com-
panies affected by the minimum wage, personnel costs have increased signifi-
cantly while the net sales of intermediates have decreased. Their results do not
point to effects on establishment-level productivity, capital investments, or invest-
ments in human capital.

Helge Braun, Roland Déhrn, Michael Krause, Martin Micheli, and Torsten
Schmidt, in their article “Macroeconomic Long-Run Effects of the German
Minimum Wage when Labor Markets are Frictional”, employ a simple neoclassical
model where wages equal workers’ marginal product. The authors extend this
model to a two-sector economy and introduce search and matching frictions to
gain quantitative insights into different mechanisms and channels through which
minimum wages affect outcomes in the long run. Their framework leads them to
conclude that the minimum wage has a strong negative effect on employment. In
cases in which different sectors experience different impacts from the minimum
wage, relative price changes of labour play an important quantitative role.

This special issue of the Journal of Economics and Statistics provides a compre-
hensive overview of the effects of the introduction of the statutory minimum wage
in Germany. The seven empirical articles deal with interactions between the mini-
mum wage and micro- and macro-oriented aspects of the labour market, such as
wages, working hours, employment, productivity, and investments. We hope that
this volume will help to stimulate broad and far-ranging discussions about the
economic and policy implications of introducing a minimum wage and inspire
readers to start their own research projects on minimum wages. Various approaches
to investigate minimum wage effects and to operationalise hourly wages are
described in Baumann et al. (2018) and Diitsch et al. (2019).
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