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ABSTRACT
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Turning a “Blind Eye”? 
Compliance with Minimum Wage 
Standards and Employment*

Turning a “blind eye” to non-compliance with minimum wage standards is sometimes 

presented as a pragmatic way to accommodate higher wages while not harming 

employment opportunities for workers employed in marginal firms. In this paper, we model 

firms’ wage and employment decisions, and show that there may be a trade-off between 

non-compliance and employment. The main prediction of the model are empirically tested 

using data from the Italian labour force survey. We find evidence of a positive employment 

non-compliance effect, though elasticities are smaller than typically thought as employers 

internalize the expected costs of non-compliance. We also show that employment effects 

are larger at low levels of non-compliance (when the risk of being referred to court is very 

low). The implications for policy and the role of regulators in monitoring and sanctioning 

non-compliance are discussed.
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���,QWURGXFWLRQ�

$OPRVW�WKUHH�GHFDGHV�DIWHU�WKH�VHPLQDO�SDSHU�E\�&DUG�DQG�.UXHJHU���������WKH�GHEDWH�RQ�WKH�

HIIHFWV�RI�PLQLPXP�ZDJHV�NHHSV�GLYLGLQJ�HFRQRPLVWV�DQG�SROLF\�PDNHUV��0RVW�VWXGLHV�FRQWLQXH�WR�

IRFXV�RQ�WKH�HIIHFWV�RQ�HPSOR\PHQW�DQG�KRXUV�RI�ZRUN�DQG�WHQG�WR�VXJJHVW�WKDW�WKH�QHJDWLYH�HIIHFWV�

WKDW�RQH�PD\�H[SHFW�IROORZLQJ�WKH�EDVLF�HFRQRPLF� WKHRU\�DUH�OLPLWHG�DQG��DW�PRVW��FRQFHQWUDWHG�

DPRQJ� ORZ�VNLOOHG� DQG� \RXQJ� ZRUNHUV��� 7R� UDWLRQDOLVH� WKH� ODFN� RI� VWURQJ� QHJDWLYH� HIIHFWV�� WKH�

OLWHUDWXUH�KDV�ORRNHG�LQWR�WKH�UROH�RI�RWKHU�PDUJLQV�RI�DGMXVWPHQWV��H�J��UHVW�RI�WKH�ZDJH�VWUXFWXUH��

SULFHV�� SURILWDELOLW\�� SURGXFWLYLW\�� HWF���� RU� WKH� SUHVHQFH� RI�PRQRSVRQ\� SRZHU��� +RZHYHU�� PRVW�

VWXGLHV� WHQG� WR� DVVXPH� D� SHUIHFW� HQIRUFHPHQW� RI� WKH� PLQLPXP� ZDJH� OHJLVODWLRQ�� ,Q� SUDFWLFH��

FRPSDQLHV� RIWHQ� UHO\� RQ� DQRWKHU� FKDQQHO� WKDW� LV� VLPSO\� QRW� WR� FRPSO\� ZLWK� PLQLPXP� ZDJH�

UHJXODWLRQV�DQG�SD\�LQVWHDG�ZDJHV�EHORZ�WKH�OHJDO�UDWHV��$VKHQIHOWHU�DQG�6PLWK���������

:LWKLQ�D�FRPSHWLWLYH�IUDPHZRUN�DQG�QR�ULVN�RI�VDQFWLRQV��LI�ZDJH�IORRUV�DUH�VHW�DERYH�WKH�

PDUNHW�FOHDULQJ�OHYHO��DQ\�GHYLDWLRQ�EHORZ�WKDW�WKUHVKROG�LPSOLHV�D�ORZHU�PDUJLQDO�FRVW�DQG�D�KLJKHU�

OHYHO�RI�HPSOR\PHQW��,Q�WKLV�VHWWLQJ��%DVX��&KDX�DQG�.DQEXU��������DUJXH��WXUQLQJ�D�³EOLQG�H\H´�±�

L�H��QRW�HQIRUFLQJ�IXOO�FRPSOLDQFH�±��FDQ�EH�DQ�HIILFLHQW��DQG�FUHGLEOH��VWUDWHJ\�IRU�JRYHUQPHQWV�PRUH�

LQWHUHVWHG�LQ�HIILFLHQF\�WKDQ�LQ�GLVWULEXWLRQ��DV�LW�JXDUDQWHHV�KLJKHU�ZDJHV�IRU�VRPH�ZRUNHUV��LQ�WKRVH�

ILUPV�WKDW�FDQ�SD\�KLJKHU�ZDJHV��ZKLOH�QRW�KDUPLQJ�HPSOR\PHQW�RSSRUWXQLWLHV�RI�OHVV�SURGXFWLYH�

ZRUNHUV�LQ�ILUPV�WKDW�FDQQRW�SD\�KLJKHU�ZDJHV��%\�FRQWUDVW��LQ�DQ�LPSHUIHFW�ODERXU�PDUNHW�VHWWLQJ��

VXFK� DV� LQ� WKH� SUHVHQFH� RI� PRQRSVRQ\�� VWURQJHU� HQIRUFHPHQW� OHDGV� WR� KLJKHU� HPSOR\PHQW�

�6RXQGDUDUDMDQ�� ������� 0RUHRYHU�� QRQ�FRPSOLDQFH� PD\� UHGXFH� ZRUNHUV¶� VHDUFK� HIIRUWV�� KHQFH�

UHGXFLQJ�WKH�PDWFKLQJ�HIILFLHQF\�LQ�WKH�ODERXU�PDUNHW��(FNVWHLQ�HW�DO���������

+RZHYHU��HPSOR\PHQW�PD\�VWLOO�EH�QHJDWLYHO\�DIIHFWHG��LI�HPSOR\HUV�DQWLFLSDWH�WKH�ULVN�RI�

VDQFWLRQV��DQG�IDFWRU�LQ�WKH�SRVVLEOH�FRVWV�LQ�FDVH�RI�DQ�LQVSHFWLRQ��&KDQJ�DQG�(KUOLFK���������,Q�

IDFW��ZKHQ�HPSOR\HUV�DUH�IUHH�WR�FKRRVH�WKH�OHYHO�RI�FRPSOLDQFH�DORQJ�ZLWK�WRWDO�HPSOR\PHQW��WKH�

UHVXOWLQJ� OHYHO� RI� HPSOR\PHQW� LV� OLNHO\� WR� EH� FRQVLVWHQW� ZLWK� WKH� IXOO�FRPSOLDQFH� OHYHO� HYHQ� LI�

FRPSOLDQFH�LV�RQO\�SDUWLDO��<DQLY���������,Q�WKLV�FDVH��WXUQLQJ�D�³EOLQG�H\H´�ZRXOG�EH�QHLWKHU�DQ�

HTXLWDEOH�QRU�DQ�HIILFLHQW�SXEOLF�SROLF\�VWUDWHJ\�DV�LW�GRHV�QRW�OHYHO�WKH�SOD\LQJ�ILHOG�DPRQJ�ZRUNHUV�

DQG�FRPSDQLHV�±�GXH�WR�WKH�GLVWRUWLYH�HIIHFWV�RQ�FRPSHWLWLRQ�EHWZHHQ�FRPSDQLHV�����QRU�LW�PLQLPLVHV�

WKH�QHJDWLYH�HIIHFWV�RQ�HPSOR\PHQW��



��

,Q�WKLV�SDSHU��ZH�FRQWULEXWH�WR�WKH�OLWHUDWXUH�RQ�PLQLPXP�ZDJHV�DQG�FROOHFWLYH�EDUJDLQLQJ�

LQYHVWLJDWLQJ� WKH� OLQN� EHWZHHQ� QRQ�FRPSOLDQFH�ZLWK� VHFWRU�ZLGH�PLQLPXP�ZDJH� VWDQGDUGV� DQG�

HPSOR\PHQW��,I�HQIRUFHPHQW�LV�QRW�SHUIHFW�RU�WKHUH�DUH�ORRSKROHV�LQ�WKH�OHJLVODWLRQ��QRQ�FRPSOLDQFH�

PD\�UHSUHVHQW�DQ�DOWHUQDWLYH�RSWLRQ�IRU�FRPSDQLHV�WR�DGMXVW�WR�DQ�LQFUHDVH�LQ�WKH�PLQLPXP�ZDJH�

DQG�ZRXOG�FRQWULEXWH�WR�H[SODLQ�QR�RU�OLPLWHG�HPSOR\PHQW�HIIHFWV�RI�WKH�PLQLPXP�ZDJH��:H�WHVW�

WKLV�K\SRWKHVLV�LQ�WKH�FDVH�RI�,WDO\��ZKHUH�ZDJH�IORRUV�DUH�VHW�DW�D�UHODWLYHO\�KLJK�OHYHO�E\�KXQGUHGV�

RI�FROOHFWLYH�DJUHHPHQWV�DW�VHFWRUDO�OHYHO�EXW�HQIRUFHPHQW�LV�SDWFK\�DQG�SDUWLDO��DQG�QRQ�FRPSOLDQFH�

LV� KLJK��6LQFH�PRUH� WKDQ� D� GHFDGH�� ,WDO\� KDV� H[SHULHQFHG� D�SUROLIHUDWLRQ� RI� ³SLUDWH� DJUHHPHQWV´�

VLJQHG�E\�VPDOO��DQG�RIWHQ�ILFWLWLRXV��XQLRQV�DQG�HPSOR\HUV¶�DVVRFLDWLRQV�ZLWK�WKH�H[SOLFLW�SXUSRVH�

WR�HVWDEOLVK�ZDJH�IORRUV�EHORZ�WKH�H[LVWLQJ�RQHV��(QIRUFHPHQW�RI�WKH�³FRUUHFW´�ZDJH�LV�OHIW�WR�ODERXU�

FRXUWV�� EXW�� LQ� SUDFWLFH�� WKLV� LV� QRW� FRPPRQ� DV� WKH� SURFHGXUH� LV� FXPEHUVRPH� DQG� LW� UHTXLUHV� DQ�

LQGLYLGXDO�RU�FROOHFWLYH�FRPSODLQW�WR�EH�DFWLYDWHG��'HVSLWH�LQFUHDVLQJ�SXEOLF�SUHVVXUH��UHJXODWRUV¶�

LQLWLDWLYHV�WR�FRQWUDVW�WKH�VSUHDG�RI�SLUDWH�DJUHHPHQWV�KDYH��VR�IDU��EHHQ�OLPLWHG�DOVR�RXW�RI�SXEOLF�

FRQFHUQV�RI�WKH�SRVVLEOH�LPSDFW�WKDW�IXOO�HQIRUFHPHQW�PD\�KDYH�RQ�HPSOR\PHQW�RSSRUWXQLWLHV�LQ�WKH�

OHVV�GHYHORSHG�DUHDV�RI�WKH�FRXQWU\���

,Q�WKH�ILUVW�SDUW�RI�WKH�SDSHU��ZH�PRGHO�ERWK�KLULQJ�DQG�FRPSOLDQFH�EHKDYLRXU�RI�HPSOR\HUV�

ZLWK�UHIHUHQFH�WR�WKH�,WDOLDQ�LQVWLWXWLRQDO�FRQWH[W��7KH�PRGHO�VNHWFKHV�KRZ�DQ�HPSOR\HU�PD\�EH�KHOG�

OLDEOH�IRU�GHYLDWLQJ�IURP�ZDJH�OHYHOV�VHW�LQ�FROOHFWLYH�DJUHHPHQWV��L�H��SD\LQJ�ZRUNHUV�OHVV�WKDQ�WKH�

LQGXVWU\�ZLGH�PLQLPXP�ZDJH���DQG�WKH�H[SHFWHG�FRVWV�LQ�FDVH�RI�D�FRXUW�UXOLQJ�DJDLQVW�WKH�HPSOR\HU�

±�L�H��ZRUNHUV¶�DSSHDO�WR�EH�SDLG�D�³IDLU´�ZDJH��7KH�PRGHO�VKRZV�WKDW�ZKHQ�HPSOR\HUV�LQWHUQDOL]H�

WKH�IXOO�FRVWV�RI�QRQ�FRPSOLDQFH��WKH�RSWLPDO�OHYHO�RI�HPSOR\PHQW�WXUQV�RXW�WR�EH�WKH�VDPH�DV�XQGHU�

IXOO�FRPSOLDQFH��,Q�RWKHU�ZRUGV��VLQFH�WKH�VKDGRZ�FRVW�RI�KLULQJ�±�GXH�WR�WKH�VHYHULW\�RI�VDQFWLRQV�

DQG�WKH�SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�D�FRXUW�±�LQFUHDVHV�ZLWK�WKH�OHYHO�RI�QRQ�FRPSOLDQFH��ZKHQ�

WKHVH� FRVWV� DUH� IDFWRUHG� LQ�� WKH� OHYHO� RI� HPSOR\PHQW� LQ� HTXLOLEULXP� LV� LQGHSHQGHQW� IURP� QRQ�

FRPSOLDQFH� FRVWV� DQG� HTXDO� WR� WKDW� REWDLQHG� E\� SD\LQJ� DOO� ZRUNHUV� WKH� PLQLPXP� ZDJH� VHW� LQ�

FROOHFWLYH�DJUHHPHQW��<DQLY���������:KLOH�WKLV�QHXWUDOLW\�UHVXOW�KROGV�XQGHU�D�VHW�RI�TXLWH�UHVWULFWLYH�

K\SRWKHVHV��LW�GRHV�FRQYH\�WKH�LGHD�WKDW�WKH�HPSOR\PHQW�JDLQV�IURP�QRQ�FRPSOLDQFH�PD\�EH�VPDOOHU�

WKDQ�W\SLFDOO\�H[SHFWHG��,Q�WKLV�FRQWH[W��ZH�VKRZ�WKDW�ZKHQ�WKH�SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�D�

FRXUW�LV�PLQRU�DQG�WKH�QXPEHU�RI�XQGHUSDLG�LV�VPDOO��L�H��EHORZ�D�FULWLFDO�OHYHO���D�EHQLJQ�³EOLQG�

H\H´�DWWLWXGH�E\�PRQLWRULQJ�DXWKRULWLHV�PD\�LQGXFH�HPSOR\HUV�WR�KLUH�PRUH���



��

,Q� WKH� VHFRQG� SDUW� RI� WKH� SDSHU�� ZH� WHVW� WKH� WKHRUHWLFDO� SUHGLFWLRQV� RI� WKH� PRGHO� XVLQJ�

LQIRUPDWLRQ�RQ�ILUPV¶�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW�OHYHOV�GUDZQ�IURP�WKH�,WDOLDQ�ODERXU�IRUFH�

VXUYH\�GDWD��:H�UHSRUW�VW\OL]HG�HYLGHQFH�WKDW�HPSOR\HUV¶�QRQ�FRPSOLDQFH�LV�TXLWH�FRPPRQ�LQ�,WDO\��

ZLWK�D�KLJKHU�LQFLGHQFH�LQ�WKH�VHUYLFH�LQGXVWU\�DQG�LQ�6RXWKHUQ�UHJLRQV��:H�HVWLPDWH�DQ�DYHUDJH�

HODVWLFLW\�RI�HPSOR\PHQW�WR�QRQ�FRPSOLDQFH�RI�DERXW������SURYLGLQJ�VXJJHVWLYH�HYLGHQFH�RI�D�WUDGH�

Rơ�ZLWK�HPSOR\PHQW��SDUWLFXODUO\�DW�ORZ�OHYHOV�RI�QRQ�FRPSOLDQFH��ZKLFK�ZH�LQWHUSUHW�DV�HYLGHQFH�
RI�WKH�µEOLQG�H\H¶�DWWLWXGH�RI�DXWKRULWLHV��7KH�UHODWLRQVKLS�WXUQV�QHJDWLYH�IRU�KLJKHU�OHYHOV�RI�QRQ�

FRPSOLDQFH�ZKHQ�WKH�SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�D�FRXUW�DQG�WKH�ULVNV�RI�VDQFWLRQV�DUH�ODUJHU��

:KLOH�WKH�LQVWLWXWLRQDO�FRQWH[W�DQG�WKH�HPSLULFDO�ILQGLQJV�UHIHU�WR�WKH�,WDOLDQ�ODERXU�PDUNHW��

ZH�FRQVLGHU�WKDW�WKH�PDLQ�FRQFOXVLRQV�RI�WKLV�ZRUN�FDQ�EH�RI�LQWHUHVW�IRU�RWKHU�FRXQWULHV�WRR�VLQFH�

QRQ�FRPSOLDQFH�ZLWK�PLQLPXP�ZDJHV�LV�D�TXLWH�JHQHUDO�SKHQRPHQRQ��VHH�6HFWLRQ�����,QGHHG��ZDJH�

IORRUV�VHW�E\�FROOHFWLYH�DJUHHPHQWV�RU�VHFWRUDO�ZDJH�ERDUGV�DUH�FRPPRQ�LQ�PDQ\�(XURSHDQ�FRXQWULHV�

DV�ZHOO�DV� LQ�$XVWUDOLD�DQG�SURSRVDOV� LQ� WKLV� VHQVH�DUH�EHLQJ�GLVFXVVHG� LQ�1HZ�=HDODQG�DQG� WKH�

8QLWHG�6WDWHV���

7KH�UHPDLQGHU�RI�WKLV�SDSHU�LV�RUJDQLVHG�DV�IROORZV��6HFWLRQ���SURYLGHV�D�VKRUW�GHVFULSWLRQ�

RI�ZDJH�VHWWLQJ� LQVWLWXWLRQV�DQG�HQIRUFHPHQW� LQ� ,WDO\��6HFWLRQ���GHYHORSV�D� WKHRUHWLFDO�PRGHO�RI�

SDUWLDO�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW��6HFWLRQ���GHVFULEHV�WKH�HPSLULFDO�VWUDWHJ\�DQG�WKH�GDWD�

XVHG�WR�LQYHVWLJDWH�WKH�UROH�RI�QRQ�FRPSOLDQFH�RQ�HPSOR\PHQW��6HFWLRQ���SUHVHQWV�WKH�PDLQ�UHVXOWV�

DQG�VHFWLRQ���FRQFOXGHV�DQG�GLVFXVVHV�WKH�SROLF\�LPSOLFDWLRQV��

���:DJH�VHWWLQJ�DQG�HQIRUFHPHQW�LQ�,WDO\�

,Q� ,WDO\�� WKHUH� LV� QR� VWDWXWRU\� PLQLPXP� ZDJH� DQG� ZDJH� IORRUV� DUH� VHW� E\� FROOHFWLYH�

DJUHHPHQWV�VLJQHG�E\�XQLRQV�DQG�HPSOR\HUV�RUJDQLVDWLRQV�DW�WKH�LQGXVWU\�OHYHO��&XUUHQWO\��WKHUH�DUH�

PRUH� WKDQ� ���� LQGXVWU\�ZLGH� FROOHFWLYH� DJUHHPHQWV� ZKLFK� FRYHU� SUDFWLFDOO\� DOO� SULYDWH�VHFWRU�

HPSOR\HHV� LQ�,WDO\��ZKLOH� WUDGH�XQLRQ�GHQVLW\��WKH�QXPEHU�RI�PHPEHUV�RYHU� WKH� WRWDO�QXPEHU�RI�

HPSOR\HHV��LV�EHORZ�����LQ�WKH�SULYDWH�VHFWRU�DQG�HPSOR\HUV¶�RUJDQLVDWLRQV�GHQVLW\�MXVW�DERYH�����

�2(&'�������DQG�'¶$PXUL�DQG�1L]]L���������$�QDWLRQDO�FROOHFWLYH�EDUJDLQLQJ�DJUHHPHQW��&&1/��

LV�XVXDOO\�UHQHZHG�HYHU\�WKUHH�\HDUV��SULRU�WR�������ZDJH�OHYHOV�ZHUH�JHQHUDOO\�UHQHJRWLDWHG�HYHU\�

WZR�\HDUV���+RZHYHU�� LQ�SUDFWLFH��FROOHFWLYH�DJUHHPHQWV� WHQG� WR� ODVW� ORQJHU�DV� UHQHJRWLDWLRQV�DUH�



��

RQO\�UDUHO\�FRPSOHWHG�RQ�WLPH�DQG�WKH�ROG�WHUPV�RI�HPSOR\PHQW�DSSO\�XQWLO�D�QHZ�DJUHHPHQW�LV�

VLJQHG��

:DJH� IORRUV� VHW� WKURXJK�FROOHFWLYH�QHJRWLDWLRQV�DW� WKH� LQGXVWU\� OHYHO�DUH� LQ�JHQHUDO�TXLWH�

KLJK��:KHQ�FRPSDUHG�WR�WKH�PHGLDQ�ZDJH��XVLQJ�WKH�VR�FDOOHG�.DLW]�,QGH[��WKH�UDWLR�RI�WKH�PLQLPXP�

WR� WKH� PHGLDQ� ZDJH��� WKH\� UDQJH� EHWZHHQ� ���� WR� PRUH� WKDQ� ����� DFFRUGLQJ� WR� WKH� LQGXVWU\�

FRQVLGHUHG��6LQFH�QRPLQDO�ZDJH�IORRUV�DUH�QHJRWLDWHG�DW�QDWLRQDO�OHYHO��WKH\�DUH�WKH�VDPH�LQ�DOO�DUHDV�

DQG� UHJLRQV�RI� WKH�FRXQWU\��+RZHYHU��*DUQHUR� ������� VKRZV� WKDW� WKHUH� LV� D� VXEVWDQWLDO� UHJLRQDO�

YDULDWLRQ�ZKHQ�ZDJH�IORRUV�DUH�FRPSXWHG�ZLWK�UHIHUHQFH�WR�WKH�UHJLRQDO�PHGLDQ�ZDJH�RU�LQ�WHUPV�RI�

ORFDO�SXUFKDVLQJ�SRZHU�SDULW\��WKH\�WHQG�WR�EH�KLJKHU�LQ�6RXWKHUQ�UHJLRQV�FRPSDUHG�WR�1RUWKHUQ�

RQHV��WKXV�UHIOHFWLQJ�WKH�ZHOO�NQRZQ�UHJLRQDO�GLơHUHQFHV�LQ�SURGXFWLYLW\�DQG�FRVW�RI�OLYLQJ��%RHUL�
HW�DO���������DOVR�VKRZ�WKDW�LQ�,WDO\��GHVSLWH�VL]HDEOH�GLIIHUHQFHV�LQ�HFRQRPLF�GHYHORSPHQW�DFURVV�

WKH�UHJLRQV��DYHUDJH�QRPLQDO�ZDJHV�GR�QRW�YDU\�DFURVV�SURYLQFHV�DQG�WKH�UHODWLRQVKLS�EHWZHHQ�ORFDO�

SURGXFWLYLW\� DQG� ORFDO� QRPLQDO�ZDJHV� LV� YHU\�ZHDN��0RUHRYHU��%HOORF��1DWLFFKLRQL� DQG�9LWWRUL�

�������SRLQW�RXW�WKDW�LQ�,WDO\�ZRUNHUV�FRYHUHG�E\�D�FROOHFWLYH�DJUHHPHQW�GR�QRW�HQMR\�DQ\�XUEDQ�

ZDJH�SUHPLXP��,Q�IDFW��WKHLU�ZDJHV�LQ�UHDO�WHUPV�DUH�ORZHU�LQ�PRUH�GHQVHO\�SRSXODWHG�DUHDV��FRQWUDU\�

WR�WKH�ILQGLQJV�RI�WKH�OLWHUDWXUH�IRU�RWKHU�FRXQWULHV��2YHUDOO��WKH�,WDOLDQ�EDUJDLQLQJ�V\VWHP�DSSHDUV�

VXFFHVVIXO�LQ�HQVXULQJ�QRPLQDO�ZDJH�HTXDOLW\�DFURVV�WKH�FRXQWU\�DW�WKH�FRVW��KRZHYHU��RI�VLJQLILFDQW�

LPEDODQFHV�LQ�UHDO�WHUPV�DQG�D�PLVDOLJQPHQW�ZLWK�ORFDO�HFRQRPLF�FRQGLWLRQV��

,QGXVWU\�ZLGH�EDUJDLQHG�PLQLPXP�ZDJHV�FDQ�EH�FRQVLGHUHG�D� IXQFWLRQDO�HTXLYDOHQW�RI�D�

VWDWXWRU\�PLQLPXP�ZDJH�LI�WKH�VKDUH�RI�ZRUNHUV�FRYHUHG�LV�KLJK��*DUQHUR�HW�DO����������+RZHYHU��

DQ�LPSRUWDQW�GLơHUHQFH�LV�WKDW�ZKLOH�D�VWDWXWRU\�PLQLPXP�ZDJH�DSSOLHV�WR�DOO�ZRUNHUV�DQG�LV�OHJDOO\�
ELQGLQJ��ZDJH�IORRUV�LQ�FROOHFWLYH�DJUHHPHQWV�FRYHU�RQO\�HPSOR\HHV�LQ�FRPSDQLHV�WKDW�KDYH�VLJQHG�

DQ� DJUHHPHQW��� 6RPH� (XURSHDQ� FRXQWULHV� �)UDQFH�� IRU� LQVWDQFH�� IRUPDOO\� H[WHQG� WKH� VHFWRUDO�

DJUHHPHQWV�WR�DOO�FRPSDQLHV�ZLWK�DQ�DGPLQLVWUDWLYH�DFW��,Q�,WDO\�WKHUH�LV�QR�IRUPDO�H[WHQVLRQ�RI�WKH�

FROOHFWLYH�DJUHHPHQWV��EXW��WR�IXOILO�WKH�&RQVWLWXWLRQDO�UHTXLUHPHQW�WKDW�VWDWHV�WKDW�³workers have the 

right to a remuneration commensurate to the quantity and quality of their work and in any case 

such as to ensure them and their families a free and dignified existence´��,WDOLDQ�MXGJHV�RIWHQ�XVH�

LQGXVWU\� FROOHFWLYH� DJUHHPHQWV� DV� D� UHIHUHQFH�� :KLOH� TXLWH� FRPPRQ�� WKLV� LQWHUSUHWDWLRQ� LV�

FRQWURYHUVLDO� DQG� LQ� DQ\� FDVH� UHTXLUHV� DQ� LQGLYLGXDO� FRPSODLQW� E\� D� ZRUNHU� RU�� PRUH� RIWHQ�� D�

FROOHFWLYH�RQH�E\�D�XQLRQ�WR�EH�DFWLYDWHG���



��

$FFRUGLQJ�WR�*DUQHUR���������PRUH�WKDQ����SHUFHQW�RI�DOO�,WDOLDQ�HPSOR\HHV�DUH�SDLG�OHVV�

WKDQ�WKH�ORZHVW�ZDJH�IORRU�VHW�LQ�WKH�UHOHYDQW�LQGXVWU\�FROOHFWLYH�DJUHHPHQW��9LRODWLRQV�LQ�,WDO\�RFFXU�

LQ� DOO� LQGXVWULHV�� EXW� DUH� VWURQJHU� LQ� VRPH� LQGXVWULHV�� VXFK� DV� DJULFXOWXUH�� FRPPHUFH�� KRWHOV� DQG�

UHVWDXUDQWV�ZKHUH�QRQ�VWDQGDUG�DQG�LQIRUPDO�IRUPV�RI�ZRUN�DUH�PRUH�FRQFHQWUDWHG��7KH\�DUH�DOVR�

PRUH�SUHYDOHQW�LQ�WKH�6RXWK�DQG�LQ�PLFUR�DQG�VPDOO�ILUPV��

),*85(���+(5(�

6XFK� KLJK� OHYHOV� RI� QRQ�FRPSOLDQFH� ZLWK� QHJRWLDWHG� ZDJH� IORRUV� FDQ� EH� WKH� UHVXOW� RI�

RSSRUWXQLVWLF�EHKDYLRXU�WR�VDYH�RQ�ODERXU�FRVW�DQG�RU�WKH�SUHVHQFH�RI�ORRSKROHV�LQ�WKH�FROOHFWLYH�

EDUJDLQLQJ�V\VWHP�DQG�D�ODFN�RI�SURSHU�HQIRUFHPHQW��2XW�RI�WKH�����FROOHFWLYH�DJUHHPHQWV�FXUUHQWO\�

LQ�IRUFH��OHVV�WKDQ�D�WKLUG�KDYH�EHHQ�VLJQHG�E\�UHSUHVHQWDWLYH�XQLRQV�DQG�HPSOR\HUV¶�RUJDQLVDWLRQV��

7KH� RWKHUV� KDYH� EHHQ� VLJQHG� E\� VPDOOHU�� DQG� VRPHWLPHV� ILFWLWLRXV�� XQLRQV� DQG� HPSOR\HUV¶�

DVVRFLDWLRQV��ZKLFK�LQ�VRPH�FDVHV�DUH�QHJRWLDWHG�ZLWK�WKH�H[SOLFLW�SXUSRVH�WR�HVWDEOLVK�ZDJH�IORRUV�

EHORZ�WKH�H[LVWLQJ�RQHV�ZLWK�WKH�FRQVHQW�RI�D�SRRUO\�UHSUHVHQWDWLYH�XQLRQ�RU�D�³\HOORZ´�XQLRQ��D�

ZRUNHUV¶� RUJDQLVDWLRQ� VHW� XS� RU� LQIOXHQFHG� E\� DQ� HPSOR\HU��� 7KH� HQIRUFHPHQW� RI� ZDJH� IORRUV�

QHJRWLDWHG�E\�UHSUHVHQWDWLYH�WUDGH�XQLRQV�DQG�HPSOR\HUV¶�RUJDQLVDWLRQV�LV�VHYHUHO\�OLPLWHG�E\�WKH�

DEVHQFH�RI�FOHDU� DQG�VWULQJHQW� UXOHV�RQ� WKH� UHSUHVHQWDWLYHQHVV�RI� VRFLDO� SDUWQHUV� DQG� WKH� ODFN�RI�

VLJQLILFDQW�LQLWLDWLYHV�E\�UHJXODWRUV�WR�FRQWUDVW�WKH�VSUHDG�RI�³SLUDWH�DJUHHPHQWV´��7RPDVVHWWL��������

'¶$PXUL� DQG� 1L]]L�� ������ /XFLIRUD� DQG� 9LJDQL�� ������� LPSOLFLWO\� RXW� RI� IHDU� RI� KDUPLQJ�

HPSOR\PHQW�SURVSHFWV�RI�WKH�HPSOR\HHV�LQ�WKH�OHVV�GHYHORSHG�DUHDV�RI�WKH�FRXQWU\���

1RQ�FRPSOLDQFH�ZLWK�PLQLPXP�ZDJH�VWDQGDUGV�LV�QRW�RQO\�DQ�,WDOLDQ�SKHQRPHQRQ�EXW�KDV�

EHHQ� IRXQG� WR� EH� VXEVWDQWLDO� LQ� RWKHU� FRXQWULHV�� 5DQL� HW� DO�� ������� SURYLGHV� HVWLPDWHV� RI� QRQ�

FRPSOLDQFH� LQ� ��� GHYHORSLQJ� FRXQWULHV� DQG� WKH\� ILQG� WKDW� QRQ�FRPSOLDQFH� UDQJHG� IURP� ��� LQ�

9LHWQDP�WR�����LQ�,QGRQHVLD�LQ�WKH�ODWH�����V��%KRUDW�HW�DO���������SURYLGHV�HYLGHQFH�IRU�VHYHQ�

VXE�6DKDUDQ�$IULFDQ� FRXQWULHV� ILQGLQJ� D� KLJK� GHJUHH� RI� QRQ�FRPSOLDQFH�� UDQJLQJ� IURP� ���� LQ�

7DQ]DQLD� WR� ���� LQ�0DOL��1RQ�FRPSOLDQFH� LV� ORZHU� EXW� QRW� QHJOLJLEOH� LQ�2(&'�FRXQWULHV� WRR��

6WDWLVWLFV� E\� WKH�86�%XUHDX� RI�/DERU� 6WDWLVWLFV� HVWLPDWH� LW� DW� DURXQG� ���ZKLOH� VXUYH\� GDWD� IRU�

*HUPDQ\�VKRZ�WKDW���WR��ௗSHUFHQW�RI�DOO�HPSOR\HHV�DUH�SDLG�OHVV�WKDQ�WKH�PLQLPXP�ZDJH��%UXWWHO�

HW� DO��� ������� +RZHYHU�� WZR� UHSRUWV� E\� WKH� 8.� /RZ� 3D\� &RPPLVVLRQ� VXJJHVW� WKDW� XS� WR� ����

PLQLPXP�ZDJH�ZRUNHUV�PD\�DFWXDOO\�EH�SDLG�OHVV�WKDQ�ZKDW�WKH\�DUH�OHJDOO\�HQWLWOHG�WR��/RZ�3D\�



��

&RPPLVVLRQ�������DQG��������:KLOH�EHDULQJ�LQ�PLQG�WKH�ODUJH�GLIIHUHQFHV�LQ�LQVWLWXWLRQDO�VHWWLQJV�

DFURVV�FRXQWULHV�DQG�WKH�OLPLWDWLRQV�RI�WKH�DQDO\VLV��WKH�UHVXOWV�RI�WKLV�SDSHU�FDQ�SURYLGH�VRPH�IRRG�

IRU� WKRXJKW�QRW�RQO\� WR�,WDOLDQ�UHJXODWRUV�EXW�DOVR� WR� WKRVH� LQ�RWKHU�FRXQWULHV� WKDW�DUH�IDFHG�ZLWK�

VLPLODU�LVVXHV��

���7KHRUHWLFDO�IUDPHZRUN�

,Q�WKLV�VHFWLRQ��ZH�PRGHO�WKH�KLULQJ�DQG�PLQLPXP�ZDJH�FRPSOLDQFH�GHFLVLRQV�RI�HPSOR\HUV��

7KH�PRGHO�VNHWFKHV�WKH�PDLQ�IHDWXUHV�RI�VHFWRUDO�PLQLPXP�ZDJH�VHWWLQJ�LQ�FROOHFWLYH�DJUHHPHQWV��

HPSOR\HUV¶�FRPSOLDQFH�EHKDYLRXU�DQG�WKH�UROH�RI�ODERXU�FRXUWV�ZLWK�UHIHUHQFH�WR�WKH�LQVWLWXWLRQDO�

FRQWH[W�SUHYLRXVO\�GLVFXVVHG��,W�GHVFULEHV�KRZ�DQ�HPSOR\HU�PD\�EH�KHOG�OLDEOH�IRU�GHYLDWLQJ�IURP�

VHFWRUDO�PLQLPXP�ZDJH�OHYHOV�DQG�WKH�FRVWV�HPSOR\HUV�PD\�IDFH�ZKHQ�ZRUNHUV�DSSHDO�WR�D�ODERXU�

FRXUW� WR� EH� SDLG� D� ³IDLU´� ZDJH� �DFFRUGLQJ� WR� DUW�� ��� RI� WKH� ,WDOLDQ� &RQVWLWXWLRQ��� (PSOR\HUV¶�

DGKHUHQFH�WR�WKH�ZDJH�PLQLPD�VHW�LQ�FROOHFWLYH�DJUHHPHQWV�LV�VXEMHFW�WR�WKH�PRQLWRULQJ�RI�WKH�ODERXU�

LQVSHFWRUDWH�RU�KDV�WR�EH�HQIRUFHG�E\�ZRUNHUV�ZKR��DV�SUHYLRXVO\�GHVFULEHG��PXVW�UHIHU�WR�ODERXU�

FRXUWV¶�LQWHUYHQWLRQ���

)LUPV� RQO\� HPSOR\� ZRUNHUV� LQ� SURGXFWLRQ�� 2XWSXW� LV� y�  � șf�L��� ZKHUH� f�L�� LV� D� VWULFWO\�

FRQFDYH� IXQFWLRQ�� ș� LV� DQ� HƥFLHQF\� SDUDPHWHU�� ZKLOH� SULFHV� DUH� QRUPDOLVHG� WR� RQH�� &ROOHFWLYH�

EDUJDLQLQJ� WDNHV�SODFH�DW� WKH� LQGXVWU\� OHYHO�ZKHUH�D� WUDGH�XQLRQ�DQG�DQ�HPSOR\HUV�RUJDQL]DWLRQ�

EDUJDLQ�RYHU�WKH�ZDJHV�WR�EH�SDLG�LQ�WKH�LQGXVWU\��:H�DVVXPH�WKDW�EDUJDLQLQJ�SDUWLHV�RQO\�FDUH�DERXW�

WKH�DJJUHJDWH�ZHOIDUH�RI�WKH�H[LVWLQJ�ILUPV�DQG�HPSOR\HG�ZRUNHUV�LQ�WKH�LQGXVWU\�DQG�VHW�WKH�ZDJH�

OHYHO�DERYH�PDUNHW�FOHDULQJ��-LPHQR�DQG�7KRPDV�������DQG�0RHQH�DQG�:DOOHUVWHLQ���������6LQFH�

WKH�EDUJDLQHG�ZDJH��wB��LV�XQLIRUP�DFURVV�DOO�ILUPV�LQ�WKH�LQGXVWU\�DQG�KLJKHU�WKDQ�WKH�FRPSHWLWLYH�

OHYHO��w���HPSOR\HUV�FDQ�EHKDYH�DV�³SULFH�WDNHUV´�DQG�SD\�DOO�ZRUNHUV��wB��RU�GHYLDWH�IURP�WKDW�OHYHO�

SD\LQJ�D�ORZHU�ZDJH�OHYHO��w��HTXDO�WR�WKH�PDUNHW�FOHDULQJ�OHYHO��:H�FRQVLGHU�WKH�FDVH�LQ�ZKLFK�WKH�

HPSOR\HU�GHYLDWHV�RQO\�SDUWLDOO\�SD\LQJ�wB� WR�LB�ZRUNHUV� �ZLWK�LB���L���ZKLOH�SD\LQJ�w� WR� WKH�

UHPDLQLQJ� �L� í�LB�� ZRUNHUV��� 1RWLFH� WKDW� HPSOR\HU� QRQ�FRPSOLDQFH�ZLWK� FROOHFWLYH� EDUJDLQLQJ�

VWDQGDUGV� FDQ� RULJLQDWH� IRU� GLIIHUHQW� UHDVRQV�� HLWKHU� IURP� GHYLDWLRQV� IURP� QRUPDWLYH� UXOHV� �L�H��

H[SORLWLQJ� ORRSKROHV� LQ� FROOHFWLYH� EDUJDLQLQJ� UHSUHVHQWDWLRQ� DQG� DSSO\LQJ� WKH� VR�FDOOHG� ³SLUDWH�

DJUHHPHQW´��ZLWK�ORZHU�ZDJH�SURYLVLRQV���RU�MXVW�RULJLQDWH�IURP�RSSRUWXQLVWLF�EHKDYLRXU��L�H��VLPSO\�

SD\LQJ�D�ZDJH�EHORZ�WKH�EDUJDLQHG�OHYHOV��WR�VDYH�RQ�ODERXU�FRVW��:RUNHUV�FDQ�DFFHSW�WKH�ORZHU�

ZDJH�RơHU��w��RU�VXH�WKH�HPSOR\HU�LQ�D�ODERXU�FRXUW�WR�FODLP�WKH�ULJKW�WR�EH�SDLG�D�³IDLU´�ZDJH��



��

:KLOH� WKH�³IDLU´�ZDJH� WKUHVKROG� LQ� WKH�,WDOLDQ�V\VWHP� LV�DW� WKH�GLVFUHWLRQ�RI� WKH� MXGJH��RIWHQ� WKH�

EDUJDLQHG�ZDJH��wB��LV�FKRVHQ�DV�WKH�UHIHUHQFH�OHYHO��

,I�HPSOR\HUV�DUH�UHIHUUHG�WR�D�ODERXU�FRXUW��WKH\�LQFXU�LQ�DGGLWLRQDO�FRVWV��7KHVH�FRVWV�� LQ�

SDUW��DUH�PDGH�RI�IL[HG�DGPLQLVWUDWLYH�FKDUJHV��Ĳ���PDLQO\�GXH�WR�WKH�OHQJWK�RI�WKH�WULDO�DQG�WR�UHG�

WDSH�H[SHQVHV��2WKHU�FRVWV�RULJLQDWH�IURP�VDQFWLRQV�OHYLHG�RQ�HPSOR\HUV�ZKHQ�WKH�FRXUW�GHFLVLRQ�

HVWDEOLVKHV�WKDW�WKH�ORZHU�ZDJH�OHYHO��FRPSDUHG�WR�WKH�EDUJDLQHG�OHYHO��LV�D�YLRODWLRQ�RI�WKH�³IDLU´�

ZDJH�&RQVWLWXWLRQDO�SURYLVLRQ��:H�PRGHO�WKHVH�VDQFWLRQV�DV�WUDQVIHUV�IURP�WKH�HPSOR\HU�WR�WKH��L�

í�LB��ZRUNHUV�WKDW�DUH�XQGHUSDLG��7KH�VDQFWLRQ�SHU�ZRUNHU�LV�D�PXOWLSOH�Ȝ�RI�WKH�ZDJH�JDS��wB�í�w���

,Q�SUDFWLFH��ZH�RXWOLQH�WZR�VFHQDULRV�IROORZLQJ�D�FRXUW�UHIHUUDO��,I�WKH�FRXUW�GHFLGHV�LQ�IDYRXU�RI�WKH�

HPSOR\HU��WKH�ODWWHU�RQO\�SD\V�WKH�DGPLQLVWUDWLYH�FKDUJHV�Ĳ��%\�FRQWUDVW��LI�WKH�FRXUW�GHFLGHV�DJDLQVW��

WKH�HPSOR\HU�SD\V�WKH�DGPLQLVWUDWLYH�FKDUJHV�SOXV�WKH�WUDQVIHUV Ȝ�wB�íw���L�í�LB���:H�KROG�WKDW�WKH�

FRXUW�UXOHV�LQ�IDYRXU�RI�WKH�HPSOR\HU�ZLWK�D�SUREDELOLW\�q��

:KHQ� GHFLGLQJ� ZKHWKHU� WR� FRPSO\� RU� QRW� ZLWK� WKH� FROOHFWLYH� FRQWUDFW� SURYLVLRQV�� WKH�

HPSOR\HU�WDNHV�LQWR�DFFRXQW�WKH�SUREDELOLW\�WKDW�ZRUNHUV�ZKR�DUH�XQGHUSDLG�ZLOO�DFFHSW�WKH�ORZHU�

ZDJH�RơHU��RU�DSSHDO�WR�WKH�ODERXU�FRXUW�WR�REWDLQ�WKH�SD\PHQW�D�³IDLU´�ZDJH��(PSOR\HUV�HYDOXDWH�
SURILWV�E\�PHDQV�RI�D�WZLFH�GLIIHUHQWLDEOH�IXQFWLRQ�U�ʌ���ZH�DOORZ�IRU�ULVN�DYHUVLRQ�E\�DVVXPLQJ�

WKDW�U’’�ʌ�����:KHQ�ZRUNHUV�DFFHSW�WKH�ORZHU�ZDJH�RơHU��WKH�HPSOR\HU¶V�SD\Rơ�LV�U�ʌNC���NC��QR�

FDVH���&RQYHUVHO\��ZKHQ�ZRUNHUV�DSSHDO�WR�D�FRXUW��WKH�HPSOR\HU�PD\�HLWKHU�ZLQ�WKH�FDVH�DQG�UHFHLYH�

WKH�SD\Rơ�U�ʌW���W��ZLQ��RU�ORVH�WKH�FDVH�DQG�UHFHLYH�WKH�SD\RII U�ʌL���L��ORVH�.�&OHDUO\, ʌL�� ʌW�

� ʌNC��

ߨ ൌ ሻܮሺ݂ߠ െ ܮݓ െ ܮሺݓ െ ሻܮ െ ߬ܫ െ ܳߣሺݓ െ ܮሻሺݓ െ �ሻܮ � ����

:KHUH�݆ ൌ ǡܥܰ ܹǡ ��DQG�ܳ�DUH�WZR�����LQGLFDWRUVܫ��DQGܮ�

ܫ ൌ ͳ�݂݅�݆ ൌ ܹǡ ܳ�����������ܮ ൌ ͳ�݂݅�݆ ൌ ܫ������������ܮ ൌ ܳ ൌ Ͳ݁ݏ݅ݓݎ݄݁ݐ��� � �
�
(PSOR\HU¶V�H[SHFWHG�XWLOLW\�LV�WKHQ�

ሻߨሺܷܧ ൌ ሾͳ െ ߮ሺܮ െ ேሻߨሻሿܷሺܮ  ܮሺ߮ݍ െ ௐሻߨሻܷሺܮ  ሺͳ െ ܮሻ߮ሺݍ െ �ሻߨሻܷሺܮ � ����

ZKHUH�ĳ�L�í�LB�� LV� WKH�SUREDELOLW\� WKDW�ZRUNHUV�VXH� WKH�HPSOR\HU��ZKLFK� LV�D�VPRRWK� LQFUHDVLQJ�

IXQFWLRQ�RI�WKH�QXPEHU�RI�XQGHUSDLG�ZRUNHUV���L�H��ĳ’�L�í�LB��>���DQG�ĳ¶¶�L�í�LB��х�����



��

7KH� HPSOR\HU� PD[LPLVHV� WKH� H[SHFWHG� XWLOLW\� FKRRVLQJ� ERWK� WRWDO� HPSOR\PHQW� �L�� DQG�

FRPSOLDQFH�ZLWK�FROOHFWLYH�EDUJDLQLQJ�ZDJH�SURYLVLRQV�� WKDW� LV�FKRRVLQJ� WKH�QXPEHU�RI�ZRUNHUV�

ZKR�DUH�SDLG�WKH�EDUJDLQHG�ZDJH��LB���'LơHUHQWLDWLQJ�����ZLWK�UHVSHFW�WR�L DQG ܮ�DQG�DVVXPLQJ�

WKDW�WKH�RSWLPDOܮ��IDOOV�ZLWKLQ�WKH�LQWHUYDO�ሺͲǡ ��ሻ�ZH�REWDLQ�WKH�IROORZLQJ�ILUVW�RUGHU�FRQGLWLRQVܮ�

ሻܮᇱሺ݂ߠ ൌ ݓ  ஏ
ாᇲሺగሻ������������������

ሺݓ െ ሻݓ ൌ ஏ
ாᇲሺగሻ��������������������

ZKHUH��

Ȳ ൌ Ȳଵ  Ȳଶ��

���Ȳଵ ؠ ߮ᇱሺܮ െ ேሻߨሻሾܷሺܮ െ ௐሻߨሺܷݍ െ ሺͳ െ ��ሻሿߨሻܷሺݍ

����Ȳଶ ؠ ሺͳߣ െ ܮሻ߮ሺݍ െ ݓሻሺߨሻܷᇱሺܮ െ �ሻݓ

(TXDWLRQ�����GHVFULEHV�WKH�RSWLPDO�FKRLFH�RI�/�IRU�VRPH�JLYHQ�OHYHO�RI�FRPSOLDQFH ܮ��WKH�

WHUPܷܧ�ᇱሺߨሻ�LQGLFDWHV�WKH�H[SHFWHG�PDUJLQDO�XWLOLW\�RI�SURILWV��,QFUHDVLQJ�L�E\�D�VPDOO�DPRXQW�ZKLOH�
NHHSLQJ� �ܮ FRQVWDQW� LV� DNLQ� WR� KLULQJ� DQ� H[WUD� XQGHUSDLG� ZRUNHU�� (TXDWLRQ� ���� VWDWHV� WKDW� WKH�

HPSOR\HU�HTXDWHV�WKH�PDUJLQDO�UHYHQXH�IURP�KLULQJ�VXFK�D�ZRUNHU�WR�WKH�PDUJLQDO�FRVW��1RWLFH�WKDW�

WKH�PDUJLQDO�FRVW�LV�WKH�VXP�RI�WKH�ZDJH�w�SOXV�WKH�VKDGRZ�KLULQJ�FRVW�ȲȀܷܧᇱሺߨሻ��7KH�ODWWHU�LV�GXH�
WR�WKH�IDFW�WKDW�KLULQJ�DQ�H[WUD�XQGHUSDLG�ZRUNHU�LQFUHDVHV�QRW�RQO\�WKH�FKDQFH�RI�EHLQJ�UHIHUUHG�WR�

D�FRXUW��Ȳଵሻ�EXW�DOVR�WKH�VL]H�RI�WKH�VDQFWLRQV�LQ�FDVH�RI�D�QHJDWLYH�FRXUW�GHFLVLRQ��Ȳଶሻ���

(TXDWLRQ�����GHVFULEHV�WKH�RSWLPDO�FKRLFH�RI�FRPSOLDQFHܮ���*LYHQܮ��� LQFUHDVLQJܮ��E\�D�

VPDOO�DPRXQW�LV�DNLQ�WR�PRYLQJ�D�ZRUNHU�IURP�WKH�JURXS�RI�WKRVH�WKDW�DUH�XQGHUSDLG�WR�WKH�JURXS�RI�

WKRVH�WKDW�DUH�SDLG�DW�WKH�UHJXODU�ZDJHݓ���7KH�FRVW�RI�WKLV�PRYH�LV�JLYHQ�E\ݓ� െ ���WKH�EHQHILWݓ

FRQVLVWV�RI�WKH�UHGXFWLRQ�LQ�WKH�ULVN�RI�EHLQJ�UHIHUUHG�WR�D�FRXUW�DQG�WKH�UHGXFWLRQ�LQ�WKH�VL]H�RI�WKH�

VDQFWLRQV� LQ�FDVH�RI� D�QHJDWLYH�FRXUW�GHFLVLRQ��$FFRUGLQJO\�� WKH�HTXDWLRQ� LV� WR�EH� LQWHUSUHWHG�DV�

HTXDWLQJ�WKH�FRVW�DQG�WKH�EHQHILW�RI�WKH�PDUJLQDO�PRYH�EHWZHHQ�WKH�WZR�JURXSV��6LQFH�WKH�FRVW�LV�

H[RJHQRXV�WR�WKH�HPSOR\HU��WKH�HTXDWLRQ�GHWHUPLQHV�ȲȀܷܧᇱሺߨሻ��,Q�WXUQ��VLQFH�ȲȀܷܧᇱሺߨሻ�GHSHQGV�
RQO\�RQ�WKH�H[WHQW�RI�QRQ�FRPSOLDQFH�ሺܮ െ ��ܮ��IRU�DQ\�JLYHQܮ�ሻ��WKH�HTXDWLRQ�GHWHUPLQHVܮ



���

:LWK� D�PLOG� GHJUHH� RI� ULVN� DYHUVLRQ�� LW� LV� SRVVLEOH� WR� VKRZ� WKDW� WKH� VKDGRZ� KLULQJ� FRVW�

ȲȀܷܧᇱሺߨሻ�GHFUHDVHV�ZLWK�WKH�SUREDELOLW\�RI�ZLQQLQJ�WKH�FDVH�q�ZKLOH�LQFUHDVLQJ�ZLWK�UHVSHFW�WR�WKH�
OHYHO� RI� QRQ�FRPSOLDQFH� ሺܮ െ ��ሻܮ WKH�ZDJH� JDS� ሺݓ െ ��ሻݓ WKH� VHYHULW\� RI� VDQFWLRQV� Ȝ� DQG� WKH�
SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�D�FRXUW�߮����7KXV��LQ�OLQH�ZLWK�LQWXLWLRQ��&RQGLWLRQ�����LPSOLHV�WKDW�
WKH�RSWLPDO�OHYHO�RI�QRQ�FRPSOLDQFH�LQFUHDVHV�ZLWK�WKH�SUREDELOLW\�RI�ZLQQLQJ�WKH�FDVH�EXW�GHFOLQHV�

ZLWK�WKH�VHYHULW\�RI�VDQFWLRQV�DQG�ZLWK�WKH�SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�D�FRXUW��%\�FRQWUDVW��WKH�

LPSDFW�RI�WKH�ZDJH�ሺݓ െ �ሻ�RQ�WKH�RSWLPDO�OHYHO�RQ�QRQ�FRPSOLDQFH�LV�LQKHUHQWO\�DPELJXRXV��2Qݓ
WKH�RQH�KDQG��D�KLJKHU�ZDJH�JDS�LPSOLHV�WKDW�PRYLQJ�D�ZRUNHU�IURP�WKH�JURXS�RI�WKRVH�WKDW�DUH�SDLG�

UHJXODUO\�WR�WKH�JURXS�RI�WKRVH�WKDW�DUH�XQGHUSDLG�LV�PRUH�SURILWDEOH��2Q�WKH�RWKHU�KDQG��D�KLJKHU�

ZDJH�JDS�DOVR�LPSOLHV�KHDYLHU�VDQFWLRQV�LQ�FDVH�RI�D�FRXUW�UHIHUUDO�DQG�D�QHJDWLYH�FRXUW�GHFLVLRQ��

$FFRUGLQJ�WR�&RQGLWLRQ������PRUH�VHYHUH�VDQFWLRQV��D�KLJKHU�SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�

D�FRXUW�DQG�D�ORZHU�SUREDELOLW\�RI�ZLQQLQJ�WKH�FDVH�DOVR�UHGXFH�WRWDO�HPSOR\PHQWܮ��for a given level 

of non-compliance��+HQFH��WKH�IDFW�WKDW�QRQ�FRPSOLDQFH�LV�LWVHOI�HQGRJHQRXV�ZLWK�UHVSHFW�WR�WKHVH�

HOHPHQWV�LQGLFDWHV�WKDW�WKH�RYHUDOO�HPSOR\PHQW�HIIHFW�LV�WKH�FRPELQDWLRQ�RI�D�GLUHFW�HIIHFW�SOXV�DQ�

LQGLUHFW�HIIHFW�WKDW�RSHUDWHV�WKURXJK�WKH�FRPSOLDQFH�GHFLVLRQ��

,Q� IDFW�� &RQGLWLRQV� ���� DQG� ���� LPSO\� WKDW� LI� HPSOR\HUV� IXOO\� IDFWRU� LQ� WKH� ULVN� RI� EHLQJ�

UHIHUUHG�DQG�SD\LQJ�WKH�VDQFWLRQ��WKH�GLUHFW�DQG�LQGLUHFW�HIIHFW�FDQFHO�RXW��,Q�SUDFWLFH��VXEVWLWXWLQJ�

����LQ�����ZH�REWDLQ�șf’�L�� �wB��ZKLFK�VXJJHVWV�WKDW�WRWDO�HPSOR\PHQW�LV�LQGHSHQGHQW�RI�WKH�FRVWV�

IURP�QRQ�FRPSOLDQFH�DQG�HTXDO�WR�WKH�OHYHO�WKDW�ZRXOG�SUHYDLO�ZKHQ�WKH�EDUJDLQHG�ZDJH�LV�SDLG�WR�

DOO�ZRUNHUV��<DQLY���������7KH�LQWXLWLRQ�RI�WKH�UHVXOW�LV�DV�IROORZV��,I�WKH�HPSOR\HU�DOORFDWHV�WKH�

PDUJLQDO�KLUH�WR�WKH�JURXS�RI�WKRVH�WKDW�DUH�SDLG�UHJXODUO\��RSWLPDOLW\�UHTXLUHV�HTXDWLQJ݂ߠ�ᇱሺܮሻ�WR�
wB��%\�FRQWUDVW��LI�WKH�HPSOR\HU�DOORFDWHV�WKH�PDUJLQDO�KLUH�WR�WKH�JURXS�RI�WKRVH�WKDW�DUH�XQGHUSDLG��

RSWLPDOLW\�UHTXLUHV�HTXDWLQJ݂ߠ�ᇱሺܮሻ�WRݓ��plus�WKH�VKDGRZ�KLULQJ�FRVW�IROORZLQJ�IURP�DQ�LQFUHDVHG�

H[SRVXUH� WR� WKH� ULVN� RI� D� FRXUW� UHIHUUDO��$FFRUGLQJ� WR� HTXDWLRQ� ����� WKH� VXP� RI� WKHVH� WZR� FRVWV�

FRLQFLGHV�ZLWKݓ��VR�WKDW�WKH�VDPH�RSWLPDOLW\�FRQGLWLRQ�DULVHV�QR�PDWWHU�ZKHWKHU�WKH�PDUJLQDO�KLUH�

LV�UHJXODUO\�SDLG�RU�XQGHUSDLG��,Q�D�QXWVKHOO��QRQ�FRPSOLDQFH�DOORZV�VDYLQJ�RQ�ODERXU�FRVWV�EXW�GRHV�

QRW�VWLPXODWH�KLULQJ��
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1RWLFH�WKDW�&RQGLWLRQV�����DQG�����DQG�WKH�HQVXLQJ�QHXWUDOLW\�UHVXOW�KDYH�EHHQ�REWDLQHG�XQGHU�

WKH�DVVXPSWLRQ� WKDW� WKH�RSWLPDO�GHFLVLRQ�RQܮ�� LV� µLQWHUQDO¶��)RU�FRPSOHWHQHVV��ZH�QRZ�H[SORUH�

XQGHU�ZKDW�WKHRUHWLFDO�FRQGLWLRQV�IXOO�QRQ�FRPSOLDQFH�DQG�IXOO�FRPSOLDQFH�FDQ�EH�UXOHG�RXW��

)XOO� QRQ�FRPSOLDQFH� LV� UXOHG� RXW� LI�� VWDUWLQJ� IURP� ܮ ൌ Ͳ�� WKH� H[SHFWHG� XWLOLW\� RI� WKH�
HPSOR\HU�LQFUHDVHV�E\�PRYLQJ�D�ZRUNHU�IURP�WKH�JURXS�RI�WKRVH�WKDW�DUH�XQGHUSDLG�WR�WKH��HPSW\��

JURXS�RI�WKRVH�WKDW�DUH�SDLG�UHJXODUO\��%\�HYDOXDWLQJ�WKH�PDUJLQDO�XWLOLW\�RIܮ��DWܮ� ൌ Ͳ�ZH�ILQG�
WKDW�WKLV�LV�WKH�FDVH�LI�

ாᇲሺగሻିᇱሺሻሾ൫గಿ൯ି൫గೈ൯ିሺଵିሻ൫గೈ൯ሿȀ൫௪ಳି௪൯
ᇲሺగಽሻ ൏ ሺͳߣ െ ����������������������ሻܮሻ߮ሺݍ

,Q�SUDFWLFH��WR�UXOH�RXW�IXOO�QRQ�FRPSOLDQFH�WKH�5+6�RI�WKH�,QHTXDOLW\�����PXVW�EH�VXIILFLHQWO\�

ODUJH�� 1RWLFH� WKDW� WKH� 5+6� LV� WKH� SURGXFW� RI� WKH� SUREDELOLW\� RI� EHLQJ� UHIHUUHG� WR� D� FRXUW�� WKH�

SUREDELOLW\�RI�ORVLQJ�WKH�FDVH�RQFH�D�FRXUW�LV�DSSHDOHG�DQG�WKH�VHYHULW\�RI�VDQFWLRQV��7KH�PHVVDJH�

DULVLQJ� IURP� ,QHTXDOLW\� ���� LV� WKDW� WKH� FRPELQDWLRQ� RI� WKHVH� HOHPHQWV�PXVW� EH� ODUJH� HQRXJK� WR�

GLVFRXUDJH�H[WUHPH�QRQ�FRPSOLDQFH�GHFLVLRQV��

6\PPHWULFDOO\�� IXOO�FRPSOLDQFH� LV� UXOHG�RXW� LI��VWDUWLQJ� IURPܮ� ൌ ��ܮ WKH�H[SHFWHG�XWLOLW\�
LQFUHDVHV�E\�PRYLQJ�D�ZRUNHU�IURP�WKH�JURXS�RI�WKRVH�WKDW�DUH�SDLG�UHJXODUO\�WR�WKH��HPSW\��JURXS�

RI�WKRVH�WKDW�DUH�XQGHUSDLG��7KH�FRQGLWLRQ�IRU�WKLV�WR�EH�WKH�FDVH�LVߣ�ሺͳ െ ሻ߮ሺͲሻݍ ൏ ͳ��ZKLFK�LV�
HDVLO\�PHW�LQ�WKH�UHDO�ZRUOG�VLQFH�ZLWK�IXOO�FRPSOLDQFH�WKH�SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�D�FRXUW�LV�

SUDFWLFDOO\�]HUR�>߮ሺͲሻ ؆ Ͳ@��

:H� REVHUYH� WKDW� WKH� µQHXWUDOLW\¶� HIIHFW� RI� QRQ�FRPSOLDQFH� UHOLHV� RQ� TXLWH� UHVWULFWLYH�

K\SRWKHVHV��1HYHUWKHOHVV��LW�GRHV�FRQYH\�WKH�LGHD�WKDW�WKH�HPSOR\PHQW�JDLQV�IURP�QRQ�FRPSOLDQFH�

PD\�EH�VPDOOHU�WKDQ�W\SLFDOO\�H[SHFWHG��

,Q�IDFW��DQ�DVVXPSWLRQ�ZKLFK�DSSHDUV�WR�EH�TXLWH�UHVWULFWLYH�LV�WKH�VPRRWKQHVV�RI�WKH�IXQFWLRQ�

߮ሺܮ െ �ሻ��$Q�DOWHUQDWLYH�DQG��DUJXDEO\��PRUH�UHDOLVWLF�DVVXPSWLRQ�LV�WKDW�WKH�SUREDELOLW\�RI�EHLQJܮ
UHIHUUHG�WR�D�FRXUW�LV�YLUWXDOO\�]HUR�LI�WKH�QXPEHU�RI�WKRVH�WKDW�DUH�XQGHUSDLG�LV�VPDOOHU�WKDQ�VRPH�

IUDFWLRQכݕ��RI�WKH�ZRUNIRUFH�DQG�WKDW�LW�MXPSV�XSZDUG�E\�D�GLVFUHWH�DPRXQW�LI�WKH�WKUHVKROGכݕ��LV�

FURVVHG��,Q�SUDFWLFH��LW�PD\�ZHOO�EH�WKH�FDVH�WKDW�VRPH�ORFDO�µWROHUDQFH¶�WKUHVKROG�LV�LQ�SODFH�VR�WKDW�

HPSOR\HUV�DUH�VDIH�LI�WKH\�GHFLGH�WR�UHPDLQ�ZLWKLQ�WKH�WKUHVKROG���



���

7R�RXWOLQH�WKH�HPSOR\PHQW�FRQVHTXHQFHV�RI�VXFK�D�WKUHVKROG��DVVXPH�WKDW�WKH�MXPS�LQ�WKH�

SUREDELOLW\�RI�D�FRXUW�UHIHUUDO�LV�VXIILFLHQWO\�ODUJH�VR�WKDW�WKH�HPSOR\HU�ILQGV�LW�RSWLPDO�QRW�WR�FURVV�

WKH� WKUHVKROG�� ,Q�WKLV�FDVH�� WKH�HPSOR\HU�VHWVܮ� ൌ ሺͳ െ ��DQGܮሻכݕ WKH�RSWLPDOLW\�FRQGLWLRQ�IRUܮ��
EHFRPHV݂ߠ�ᇱሺܮሻ ൌ ݓכݕ  ሺͳ െ ���7KH�LPSOLFDWLRQ�RI�WKLV�FRQGLWLRQ�LV�FOHDU��,Q�FRQWHVWV�ZKHUHܤݓሻכݕ

DXWKRULWLHV�DQG�FRXUWV�DUH�PRUH�SHUPLVVLYHכݕ��WHQGV�WR�EH�ODUJHU�DQG�WKH�HPSOR\HU�KDV�DQ�LQFHQWLYH�

WR�KLUH�PRUH��

�

���(PSLULFDO�DQDO\VLV�

7KH� WKHRUHWLFDO� IUDPHZRUN� VNHWFKHG� DERYH� KDV� FRQYH\HG� WKH� LGHD� WKDW� ZKHQ� VHFWRUDO�

EDUJDLQLQJ�VHWV�ZDJHV�DW�D�KLJKHU�OHYHO�WKDQ�WKH�PDUNHW�FOHDULQJ�RQH��HPSOR\HUV�PD\�WUDGH�D�KLJKHU�

ULVN�RI�VDQFWLRQV� IURP�SD\LQJ�ZDJHV�EHORZ�WKH�PLQLPXP�EDUJDLQHG� OHYHO� WR�VRPH�ZRUNHUV�ZLWK�

KLJKHU�SURILWV�DQG�PRUH�HPSOR\PHQW��&RPSODFHQW�JRYHUQPHQWV�WKDW�WXUQ�D�³EOLQG�H\H´�E\�ORZHULQJ�

HQIRUFHPHQW�DQG�VDQFWLRQLQJ�VWDQGDUGV�H[SHFWLQJ�KLJKHU�HPSOR\PHQW��IURP�OHVV�SURGXFWLYH�ILUPV��

PD\� IXUWKHU� H[DFHUEDWH� HPSOR\HUV¶� QRQ�FRPSOLDQFH�� 'HVSLWH� WKH� UHOHYDQFH� RI� WKH� DERYH�

LPSOLFDWLRQV��WKH�HPSLULFDO�HYLGHQFH�RQ�WKHVH�LVVXHV�LV�VWLOO�VFDUFH��,Q�SDUWLFXODU��DV�WKH�WKHRUHWLFDO�

SUHGLFWLRQV� PDNH� LW� FOHDU�� WKH� GLUHFWLRQ� DQG� VL]H� RI� QRQ�FRPSOLDQFH� RQ� HPSOR\PHQW� OHYHOV� DUH�

HPLQHQWO\�DQ�HPSLULFDO�PDWWHU��,Q�WKLV�VHFWLRQ��ZH�GLVFXVV�WKH�LPSOLFDWLRQV�RI�WKH�WKHRUHWLFDO�PRGHO�

IRU�WKH�HPSLULFDO�DQDO\VLV�DQG�KLJKOLJKW�VRPH�PHDVXUHPHQW�LVVXHV���

:H�EHJLQ�E\�VSHFLI\LQJ�D�ILUP�OHYHO�HPSOR\PHQW�HTXDWLRQ�ZKHUH�WKH�OHYHO�RI�HPSOR\PHQW�

�\௧��RI�WKH�i-th�ILUP�RSHUDWLQJ�LQ�WKH�j-th�LQGXVWU\�DQG�ORFDWHG�LQ�UHJLRQ�r�GHSHQGV�RQ�WKH�LQGXVWUܮ�

ZLGH�EDUJDLQHG�ZDJH��ݓ௧���WKH�UDWH�RI�QRQ�FRPSOLDQFH�ZLWKLQ�WKH�ILUP��ܰܥ௧���D�YHFWRU�RI�ILUP�

OHYHO�DWWULEXWHV��ܺԢ௧���ILUP�VSHFLILF�WLPH�LQYDULDQW�DWWULEXWHV��ߛ���D�YHFWRU�RI�UHJLRQ�IL[HG�HIIHFWV�

�௧���6SHFLILFDOO\��ZH�DVVXPHߩ��௧��DQG�XQREVHUYHG�HUURU�FRPSRQHQWߟ����D�FRPPRQ�WLPH�HIIHFWߠ��

௧ܮ ൌ ௧ݓߣ  ௧ܥܰߚ  ܺԢ௧ߜ  ߛ  ߠ  ௧ߟ  �����������������௧ߩ

ZKHUH�WKH�FRHIILFLHQWߣ��LV�WKH�HODVWLFLW\�RI�ILUP¶V�HPSOR\PHQW�WR�WKH�LQGXVWU\�ZLGH�EDUJDLQHG�ZDJH��
DQGߚ��LV�RXU�SDUDPHWHU�RI�LQWHUHVW�ZKLFK�FDSWXUHV�WKH�GLUHFW�HIIHFWV�RI�ILUP¶V�QRQ�FRPSOLDQFH�ZLWK�
UHVSHFW�WR�WKH�ILUP¶V�HPSOR\PHQW�OHYHO��1RWLFH�WKDW�ZKLOH�WKH�ILUP�WDNHV�DV�JLYHQ�WKH�LQGXVWU\�ZLGH�



���

EDUJDLQHG�ZDJH��LW�FKRRVHV�HPSOR\PHQW�DQG�QRQ�FRPSOLDQFH�OHYHOV��0RUHRYHU��XQREVHUYHG�IDFWRUV��

VXFK�DV�WKH�HPSOR\HU¶V�SURSHQVLW\�WR�FRPSO\�DQG�ILUP¶V�SURGXFWLYLW\��DUH�OLNHO\�WR�DIIHFW�ERWK�WKH�

W\SH�RI�ZRUNHUV�HPSOR\HG�DV�ZHOO�DV�LWV�WRWDO�HPSOR\PHQW��)XOO\�FRPSO\LQJ�ILUPV�DUH�PRUH�OLNHO\�

WR�HPSOR\�EHWWHU�TXDOLILHG�ZRUNHUV��ZKLOH�QRQ�FRPSO\LQJ�HPSOR\HUV�ZLOO�PRVWO\�DWWUDFW�ORZ�VNLOOHG�

ZRUNHUV��7KLV�HQGRJHQRXV�VRUWLQJ�RI�ZRUNHUV�LV�OLNHO\�WR�IXUWKHU�H[DFHUEDWH�WKH�H[LVWLQJ�SURGXFWLYLW\�

GLIIHUHQFHV�DFURVV�ILUPV�ZLWKLQ�DQ\�LQGXVWU\�DQG�ORFDO� ODERXU�PDUNHW��)LQDOO\��LQGXVWU\�DQG�ORFDO�

ODERXU� PDUNHW� FRQGLWLRQV� PD\� LQIOXHQFH� ILUP¶V� QRQ�FRPSOLDQFH� EHKDYLRXU�� DV� WKH� JRYHUQPHQW�

DJHQF\�LQ�FKDUJH�RI�ODERXU�VWDQGDUGV�HQIRUFHPHQW�PD\�YDU\�WKH�UHVRXUFHV�DOORFDWHG�WR�PRQLWRULQJ�

DFWLYLWLHV��VXFK�DV� WKH�QXPEHU�RI� ODERXU� LQVSHFWRUV��DFFRUGLQJ�WR� ORFDO�HFRQRPLF�FRQGLWLRQV� �L�H��

XQHPSOR\PHQW�OHYHOV����

,Q�RUGHU�WR�GHULYH�D�VSHFLILFDWLRQ�VXLWDEOH�IRU�HVWLPDWLRQ��LW�LV�DOVR�LPSRUWDQW�WR�GLVFXVV�WKH�

PHDVXUHPHQW� RI� QRQ�FRPSOLDQFH�� ,Q� WKLV� UHVSHFW�� VLQFH� QRQ�FRPSOLDQFH� RULJLQDWHV� IURP� DQ�

XQGHUO\LQJ� LOOLFLW� EHKDYLRXU�� LQIRUPDWLRQ�RQ� HDUQLQJV� DQG�KRXUV�ZRUNHG� FROOHFWHG� LQ� HPSOR\HUV¶�

VXUYH\V�RU�DYDLODEOH�LQ�WD[�DUFKLYHV�DUH�XQOLNHO\�WR�WUXWKIXOO\�UHSRUW�WKH�HDUQLQJV�RI�ZRUNHUV��ZKLFK�

IDOO�EHORZ�WKH�LQGXVWU\�ZLGH�EDUJDLQHG�OHYHOV��$�PRUH�UHOLDEOH�VRXUFH�RI�LQIRUPDWLRQ�WR�PHDVXUH�

HPSOR\HUV¶�QRQ�FRPSOLDQFH�FRPHV�IURP�ZRUNHUV�VHOI�UHSRUWHG�HDUQLQJV��DQG�KRXUV�ZRUNHG��RIWHQ�

DYDLODEOH� LQ� ODERXU� IRUFH� �RU� KRXVHKROG�� VXUYH\V���� :KLOH� ZH� UHWXUQ� WR� WKH� GLVFXVVLRQ� RI�

PHDVXUHPHQW� HUURUV� DQG� RWKHU� PHDVXUHPHQW� LVVXHV� LQ� WKH� GDWD� VHFWLRQ�� KHUH� LW� LV� LPSRUWDQW� WR�

KLJKOLJKW� RQH� OLPLWLQJ� DVSHFW� RI� ODERXU� IRUFH� VXUYH\V�� ZKLFK� W\SLFDOO\� GR� QRW� SURYLGH� WKH� ILUP�

LGHQWLILHU��WKXV�PDNLQJ�HVWLPDWLRQ�RI�HTXDWLRQ�����XQIHDVLEOH��7R�GHDO�ZLWK�WKH�DERYH�GDWD�LVVXHV��ZH�

DJJUHJDWH�HTXDWLRQ�����DW�WKH�LQGXVWU\�UHJLRQ�OHYHO�DQG�XVH�D�IL[HG�HIIHFWV�HVWLPDWRU�WR�DFFRXQW�IRU�

XQREVHUYDEOH�LQGXVWU\�UHJLRQ�DWWULEXWHV����6SHFLILFDOO\��ZH�UHZULWH�HTXDWLRQ�����UHSODFLQJ�WKH�ILUP¶V�

OHYHO�YDULDEOHV�E\�WKHLU�OHYHO�LQ�LQGXVWU\�j�DQG�UHJLRQ�r��DV�VSHFLILHG�LQ�HTXDWLRQ���¶��EHORZ���

௧ܮ ൌ ௧ݓߣ  ௧ܥܰߚ  ܺԢ௧ߜ  ߛ  ௧ߠ  ௧ߟ  H௧���������������¶��

ZKHUHܮ�௧� LV� WKH�WRWDO�HPSOR\PHQW�LQ�LQGXVWU\� j�DQG�UHJLRQ�r� �௧ܥܰ�� LV� WKH�DYHUDJH�UDWH�RI�QRQ�

FRPSOLDQFH�RI�ILUPV�LQ�WKH�LQGXVWU\�UHJLRQߛ���DUH�WKH�LQGXVWU\�UHJLRQ�IL[HG�HIIHFWV�DQGߠ�௧�DUH�WKH�

LQGXVWU\�UHJLRQ�WLPH�WUHQGV��DOO�RWKHU�FRYDULDWHV�DUH�GHILQHG�DFFRUGLQJO\��:KLOH�ZH�DFNQRZOHGJH�

WKDW� WKH�within� LQGXVWU\�UHJLRQ�OHYHO�RI�DQDO\VLV�GRHV�QRW�HOLPLQDWH�DOO� WKH�ILUP�OHYHO�XQREVHUYHG�

FRUUHODWLRQV��DQG�WKDW�WKH�HPSOR\PHQW�HIIHFW�RI�QRQ�FRPSOLDQFH�HVWLPDWHG�E\�2/6�PD\�EH�ELDVHG��



���

ZH�H[SHFW�WKDW�DQ\�XQREVHUYHG�LGLRV\QFUDWLF�ILUP�VSHFLILF�VKRFN�±�VXFK�DV�D�SRVLWLYH�SURGXFWLYLW\�

VKRFN�ZKLFK� LQFUHDVHV�HPSOR\PHQW�DQG�UHGXFHV�QRQ�FRPSOLDQFH�±� LV� OLNHO\� WR�ELDV�RXU�HVWLPDWH�

GRZQZDUGV�WRZDUGV�ILQGLQJ�QR�HIIHFW����+RZHYHU��WKH�ODFN�RI�D�VXLWDEOH�LQVWUXPHQW�WR�XQFRYHU�WKH�

FDXVDO�HIIHFW�RI�QRQ�FRPSOLDQFH�RQ�HPSOR\PHQW�OHYHOV��LPSOLHV�WKDW�ZH�FDQ�RQO\�SURYLGH�VXJJHVWLYH�

HYLGHQFH�RI�WKH�FRUUHODWLRQ�EHWZHHQ�HPSOR\HUV¶�QRQ�FRPSOLDQFH�GHFLVLRQV�DQG�HPSOR\PHQW�OHYHOV���

7R� PLQLPLVH� WKH� PHDVXUHPHQW� HUURU� DVVRFLDWHG� ZLWK� XVLQJ� FRQWLQXRXV� OHYHOV� RI� QRQ�

FRPSOLDQFH��ZH�DOVR�HVWLPDWH�HTXDWLRQ���¶��ZLWK�D�VLPSOH�GXPP\�IRU�QRQ�FRPSOLDQFH����LI�WKHUH�DUH�

ZRUNHUV�XQGHUSDLG�LQ�D�JLYHQ�VHFWRU�UHJLRQ����RWKHUZLVH���,Q�WKH�UREXVWQHVV�FKHFNV��ZH�DOVR�DGG�WR�

RXU�EDVHOLQH�VSHFLILFDWLRQ�D�ULFK�YHFWRU�RI�REVHUYHG�LQGXVWU\�UHJLRQV�FKDUDFWHULVWLFV�WR�FRQWURO�IRU�

WLPH�YDU\LQJ� FKDUDFWHULVWLFV� RI� LQGXVWULHV� DQG� UHJLRQV��1DPHO\�� RXU�PRUH� JHQHUDO� VSHFLILFDWLRQV�

LQFOXGH��WKH�VKDUH�RI�\RXQJ�ZRUNHUV��DJH�������WKH�VKDUH�RI�WHPSRUDU\�HPSOR\PHQW��WKH�VKDUH�RI�

ZRPHQ�� WKH� VKDUH� H[WUD�(8� LPPLJUDQWV�� WKH� VKDUH� RI� HPSOR\PHQW� LQ� 60(V� DQG� WKH� VKDUH� ORZ�

HGXFDWHG�ZRUNHUV��OHVV�WKDQ�WHUWLDU\�GLSORPD���,Q�DGGLWLRQ��WR�DFFRXQW�IRU�WKH�SUHVHQFH�RI�GLIIHUHQW�

VWDQGDUGV�LQ�WKH�HIILFLHQF\�RI�ODERXU�FRXUWV�LQ�VDQFWLRQLQJ�QRQ�FRPSO\LQJ�HPSOR\HUV��ZH�DOVR�WHVW�D�

VSHFLILFDWLRQ� FRQWUROOLQJ� IRU� WKH� OHQJWK� RI� WULDOV� DW� WKH� UHJLRQDO� OHYHO�� )LQDOO\�� ZH� DOVR� WHVW� WKH�

UREXVWQHVV�RI�RXU�HVWLPDWHV�WR�WKH�LQFOXVLRQ�RI�LQGXVWU\�UHJLRQ�VSHFLILF�WLPH�WUHQGV��

�

4.1 Data 

,Q�WKH�HPSLULFDO�DQDO\VLV��ZH�FRPELQH�LQIRUPDWLRQ�IURP�GLIIHUHQW�VRXUFHV��:DJH�IORRUV�IRU�

WKH�PRVW�UHSUHVHQWDWLYH�FROOHFWLYH�DJUHHPHQWV�����L�H��WKRVH�DJUHHPHQWV�WKDW�de facto�FRYHU��DOPRVW��

DOO�HPSOR\HHV�LQ�WKH�VHFWRU�����DUH�FROOHFWHG�DQG�PRQLWRUHG�E\�,67$7����,QIRUPDWLRQ�RQ�ZDJH�IORRUV�

LV�PDWFKHG�WR�LQIRUPDWLRQ�GUDZQ�IURP�WKH�,WDOLDQ�/DERXU�)RUFH�6XUYH\��/)6��RQ�HDUQLQJV�DQG�KRXUV�

ZRUNHG�E\�ZRUNHUV�LQ�DOO�EXVLQHVV�VHFWRUV��2WKHU�ORFDO�ODERXU�PDUNHW�FKDUDFWHULVWLFV�DW�WKH�LQGXVWU\�

UHJLRQ� OHYHO� DUH� DOVR� LQFOXGHG�� :H� IRFXV� RQ� WKH� ���������� SHULRG�� VLQFH� LQ� ����� WKH� ,WDOLDQ�

*RYHUQPHQW� LQWURGXFHG� PDMRU� FKDQJHV� LQ� WKH� ODERXU� OHJLVODWLRQ� �L�H�� WKH� VR�FDOOHG� ³-REV� $FW´��

FRPELQHG�ZLWK�JHQHURXV� UHGXFWLRQV� LQ� VRFLDO� VHFXULW\� FRQWULEXWLRQV�� ERWK�RI�ZKLFK� DUH� OLNHO\� WR�

FRQIRXQG�RXU�DQDO\VLV��6HVWLWR�DQG�9LYLDQR���������



���

Wage floors in collective agreements 

7KH�GDWD�XVHG�LQ�WKLV�DQDO\VLV�UHSUHVHQW�D�VSHFLILF�H[WUDFWLRQ�RI�WKH�PLQLPXP�YDOXH�LQ�HDFK�

DJUHHPHQW��WKHUHIRUH�WKH�EDVH�ZDJH�IRU�WKH�ORZHVW�RFFXSDWLRQDO�OHYHO�H[FOXGLQJ�VHQLRULW\�RU�RWKHU�

SD\� HOHPHQWV� GHILQHG� LQ� FROOHFWLYH� DJUHHPHQWV� VXFK� DV� ZDJH� VXSSOHPHQWV� IRU� QLJKW� VKLIWV� RU�

SDUWLFXODU�DFWLYLWLHV��RU�ERQXVHV���:DJHV�DUH�EHIRUH�WD[HV�DQG�WUDQVIHU�DQG��LQ�PDQ\�FDVHV��LQFOXGH�

WKH���WK�RU���WK�PRQWKO\�SD\PHQW� �L�H��D� VRUW�RI�GHOD\HG�DQQXDO�SD\PHQW���0RUHRYHU�� WKH\�DOVR�

DFFRXQW� IRU� WKH� SUHVHQFH�RI� DUUHDUV� LQ� WKH� FDVH� RI� ODWH� UHQHZDO� �salari di competenza���%RQXVHV�

UHODWHG�WR�LQGLYLGXDO�SHUIRUPDQFH�RU�LQGLYLGXDO�ZRUNLQJ�FRQGLWLRQV��VXSSOHPHQWDU\�SD\PHQW�DJUHHG�

DW�WKH�FRPSDQ\�RU�ORFDO�OHYHO�DUH�H[FOXGHG����7KH�GDWD�FRYHU�DOO�EXVLQHVV�VHFWRUV�LQ�WKH�SHULRG������

������,Q�������JURVV�PLQLPXP�ZDJHV�LQ�FROOHFWLYH�DJUHHPHQWV�ZHUH�RQ�DYHUDJH�������HXURV�PRQWK�

LQFOXGLQJ�WKH���WK�DQG�WKH���WK�PRQWK��LI�SDLG���������KLJKHU�LQ�QRPLQDO�WHUPV�WKDQ�LQ������ZKHQ�

WKH\�ZHUH�DURXQG�������HXURV�PRQWK��*URVV�PLQLPXP�ZDJHV�LQ�FROOHFWLYH�DJUHHPHQWV�DUH�YHU\�KLJK�

FRPSDUHG�WR�WKH�PHGLDQ�ZDJH��DERXW�WKH�����RI�WKH�PHGLDQ���

Individual wages and other individual-level controls 

,QIRUPDWLRQ�RQ�LQGLYLGXDO�ZDJHV��DV�ZHOO�DV�RQ�WKH�ZRUNIRUFH�FRPSRVLWLRQ��LV�GUDZQ�IURP�

WKH�/DERXU�)RUFH�6XUYH\��/)6��RYHU�WKH�SHULRG������������/)6�LV�WKH�PRVW�FRPSUHKHQVLYH�GDWD�

VRXUFH�WR�VWXG\�QRQ�FRPSOLDQFH�VLQFH�LW�FRYHUV�DOO�EXVLQHVV�VHFWRUV�DQG�ZDJHV�DQG�KRXUV�DUH�UHSRUWHG�

E\� WKH�UHVSRQGHQW�DQG�VR� OHVV� OLNHO\� WR�EH�PLVUHSRUWHG�E\�HPSOR\HUV� WR�³IRUPDOO\´�FRPSO\�ZLWK�

UHJXODWLRQV��L�H��DV�W\SLFDOO\�GRQH�LQ�DGPLQLVWUDWLYH�GDWD��DQG�PRUH�OLNHO\�WR�UHIOHFW�WKH�UHDO�ZDJHV�

HDUQHG�DQG�QRW�WKRVH�WKDW�VKRXOG�KDYH�EHHQ�SDLG�DFFRUGLQJ�WR�WKH�UXOHV��0RUHRYHU��WKH�/)6�LV�QRW�

UHVWULFWHG� WR� WKH� IRUPDO� HFRQRP\�� 7KHUHIRUH�� WKH� /)6� HQFRPSDVVHV� QRQ�FRPSOLDQFH� GXH� WR�

LQIRUPDOLW\��QRQ�UHJXODU�IRUPV�RI�ZRUN��XQSDLG�H[WUD�KRXUV��³LQDGYHUWHQW´�XQGHUSD\PHQW��DV�ZHOO�DV�

WKH�XVH�RI�³SLUDWH�DJUHHPHQWV´��VLJQHG�ZLWK�SRRUO\�UHSUHVHQWDWLYH�RU�³\HOORZ´�XQLRQV�����1RWLFH�WKDW�

DOO� WKH� DERYH� IRUPV�RI� QRQ�FRPSOLDQFH�� HQWDLO�de facto� GLIIHUHQW� LPSOLFLW� FRVWV� DFFRUGLQJ� WR� WKH�

VHYHULW\� RI� WKH� LOOLFLW� EHKDYLRXU� DGRSWHG�� ZKLFK� WKH� HPSOR\HU� FDQ� RQO\� DQWLFLSDWH� ZLWK� VRPH�

XQFHUWDLQW\��7KH�LPSOLFDWLRQ�IRU�WKH�HPSLULFDO�DQDO\VLV�LV�WKDW�ZH�FDQQRW�GLVHQWDQJOH�WKH�FRQWULEXWLRQ�

RI�HDFK�IRUP�RI�QRQ�FRPSOLDQFH�RQ�HPSOR\PHQW��EXW�RQO\�DQ�RYHUDOO�HIIHFW��

7KH� /)6� FROOHFWV� QHW� ZDJH� GDWD� DQG� WKHUHIRUH� LQ� RUGHU� WR� PDNH� LQGLYLGXDO� ZDJH� GDWD�

FRPSDUDEOH�ZLWK�,67$7�PLQLPXP�ZDJH�GDWD��/)6�QHW�ZDJHV�DUH�FRQYHUWHG�WR�JURVV�ZDJHV�XVLQJ�



���

LQFRPH�WD[�UDWH�DQG�VRFLDO�VHFXULW\�FRQWULEXWLRQV��DV�D���RI�QHW�ZDJHV��IRU�GLIIHUHQW�OHYHOV�RI�WKH�

DYHUDJH�ZDJH��IURP����WR�������LQ�WKH�FDVH�RI�D�VLQJOH�SHUVRQ�ZLWKRXW�FKLOGUHQ�IURP�WKH�2(&'�

7D[%HQ�PRGHO��:H�DVVXPH�WKDW�WKLV�LV�WKH�HIIHFWLYH�WD[�UDWH�IRU�DOO�ZRUNHUV�HDFK�PRQWK�EHIRUH�WD[�

DGMXVWPHQWV�DQG�WUDQVIHUV�GRQH�DW�WKH�HQG�RI�WKH�\HDU�WR�WDNH�LQWR�DFFRXQW�IDPLO\�FRPSRVLWLRQ�DQG�

KRXVHKROG�WRWDO�LQFRPH��,QGLYLGXDO�ZDJH�GDWD�DUH�IXUWKHU�LQIODWHG�WR�DGG�WKH���WK�DQG���WK�PRQWKV�

LQ� VHFWRUV� WKDW� DOVR� KDYH� WR� LQFOXGH� D� ��WK� �DOO� VHFWRUV�� DQG� D� ��WK�PRQWK� �DURXQG� ���� RI� WKH�

DJUHHPHQWV�LQ�WKH�VDPSOH���)LQDOO\��RQO\�HPSOR\HHV�DERYH����\HDU�ROG�DUH�FRQVLGHUHG��DSSUHQWLFHV�

DQG�GRPHVWLF�ZRUNHUV�DUH�H[FOXGHG�DV�ZHOO�DV�DOVR�co.co.pro��FDVXDO�ZRUN�EHFDXVH�RI�PLVVLQJ�ZDJH�

GDWD�LQ�WKH�/)6���

Non-compliance 

1RQ�FRPSOLDQFH�LV�PHDVXUHG�DV�WKH�SHUFHQWDJH�RI�ZRUNHUV�ZKR�DUH�SDLG�EHORZ�WKH�ZDJH�

IORRU�VHW� LQ�FROOHFWLYH�EDUJDLQLQJ��ݓ���)RUPDOO\�� WKH�QRQ�FRPSOLDQFH�KHDGFRXQW� LQGLFDWRU�NC�

WDNHV�YDOXH���LIݓ� ൏ ݓ��DQG�RI���ZKHQݓ  ����LV�WKH�ZDJHݓ�ZKHUH��ݓ

6LQFH�GDWD�RQ�ZDJHV�DQG�KRXUV�ZRUNHG�LQ�WKH�/)6�PD\�EH�VXEMHFW� WR�PHDVXUHPHQW�HUURU�

�WKRXJK��DW�OHDVW�IRU�ZDJHV��LW�ZRXOG�SUREDEO\�XQGHUHVWLPDWH�WKH�QXPEHU�RI�ZRUNHUV�XQGHUSDLG�VLQFH�

UHVSRQGHQWV� WHQG� WR�RYHUVWDWH�ZDJHV�DW� WKH�ERWWRP�RI� WKH�GLVWULEXWLRQ�����ZH� WDNH�D�FRQVHUYDWLYH�

DSSURDFK�DQG�UHVWULFW� WKH�VDPSOH� WR�ZRUNHUV�ZRUNLQJ�D�QRUPDO�VHW�RI�KRXUV� �EHWZHHQ����DQG����

KRXUV��� WKXV�H[FOXGLQJ� WKRVH�ZRUNLQJ�YHU\�IHZ�RU� WRR�PDQ\�KRXUV��0RUHRYHU��ZH�FRPSXWH�QRQ�

FRPSOLDQFH�DV�WKH�VKDUH�RI�ZRUNHUV�SDLG������RU�OHVV��FRPSDUHG�WR�WKH�UHIHUHQFH�ZDJH�IORRU�VHW�E\�

WKH�FROOHFWLYH�DJUHHPHQW�LQ�WKH�VHFWRU�RI�UHIHUHQFH��DOORZLQJ�de facto�IRU�D�PDUJLQ�RI�HUURU�RI���������

7DEOH���SURYLGHV�WKH�VXPPDU\�VWDWLVWLFV�RI�WKH�YDULDEOHV�XVHG�LQ�WKH�DQDO\VLV��5HIOHFWLQJ�WKH�

VWUXFWXUH�RI�WKH�,WDOLDQ�ODERXU�PDUNHW��D�WKLUG�RI�WKH�HPSOR\HH�LQ�WKH�VDPSOH�DUH�ZRPHQ��������KDYH�

D�WHPSRUDU\�FRQWUDFW��D�TXDUWHU�ZRUN�LQ�D�60(��DOPRVW�����RI�WKHP�KDYH�UHDFKHG�DW�PRVW�VHFRQGDU\�

VFKRRO��DQG����DUH�PLJUDQWV��$OPRVW�WZR�WKLUGV�RI�WKH�HPSOR\HH�LQ�WKH�VDPSOH�ZRUN�LQ�WKH�VHUYLFH�

VHFWRUV��WKH�UHVW�LQ�PDQXIDFWXULQJ�DQG�MXVW�DURXQG����LQ�DJULFXOWXUH��)LQDOO\������ZRUN�LQ�WKH�1RUWK�

RI�WKH�FRXQWU\������LQ�WKH�&HQWHU������LQ�WKH�6RXWK�DQG�����LQ�WKH�6DUGLQLD�DQG�6LFLO\���

7$%/(���+(5(�
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���5HVXOWV�

Baseline results 

7DEOH���UHSRUWV�RXU�HVWLPDWHV�RI�WKH�HPSOR\PHQW�UHODWLRQVKLS��HTXDWLRQ��¶��ZLWK�D�GLIIHUHQW�

VHW�RI�FRQWUROV�IRU�HDFK�VSHFLILFDWLRQ��$V�GLVFXVVHG�DERYH��2/6�HVWLPDWHV�PD\�\LHOG�ELDVHG�HVWLPDWHV�

�VHH�7DEOH�$���LQ�WKH�$SSHQGL[��DV�ILUPV�LQ�PRUH�HFRQRPLFDOO\�GHSUHVVHG�DUHDV�FRXOG�H[KLELW�ERWK�

ORZHU� HPSOR\PHQW� OHYHOV� DV� ZHOO� DV� KLJKHU� QRQ�FRPSOLDQFH�� WKXV� GULYLQJ� WKH� HVWLPDWHG� HIIHFW�

WRZDUGV� ]HUR�� 5HVXOWV�� DFURVV� DOO� VSHFLILFDWLRQV�� VKRZ� WKDW� QRQ�FRPSOLDQFH� LV� SRVLWLYHO\� DQG�

VLJQLILFDQWO\� DVVRFLDWHG�ZLWK� WKH� �ORJ� RI�� HPSOR\PHQW� OHYHOV�� DOVR�ZKHQ� FRQWUROOLQJ� IRU� VSHFLILF�

UHJLRQ�LQGXVWU\� WLPH� WUHQGV� �FROXPQV��������� LQ�7DEOH�����7KH�HODVWLFLW\�RI�HPSOR\PHQW� WR�QRQ�

FRPSOLDQFH�� HYDOXDWHG� DW� LWV� DYHUDJH� OHYHO�� LV� HVWLPDWHG� DURXQG� ���� VXJJHVWLQJ� WKDW� ZKHQ� QRQ�

FRPSOLDQFH�LQFUHDVHV�E\�����DURXQG�LWV�DYHUDJH�YDOXH��HPSOR\PHQW�DOVR�ULVHV�E\�DSSUR[LPDWHO\�

������0RUHRYHU�� WKH� UHODWLRQVKLS�EHWZHHQ�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW� LV� IRXQG� WR�EH�QRQ�

OLQHDU��ZLWK�D�SURSRUWLRQDOO\�VPDOOHU�HIIHFW�RQ�HPSOR\PHQW�OHYHOV�DV�QRQ�FRPSOLDQFH�LQFUHDVHV�DQG�

LV�PRUH�OLNHO\�WR�EH�GHWHFWHG��,Q�IDFW��DW�H[FHVVLYHO\�KLJK�UDWHV�RI�QRQ�FRPSOLDQFH�±�L�H��DERYH�����

LQ�RXU�HVWLPDWHV�±�WKH�SRVLWLYH�WUDGH�RII�VWDUWV�WR�ZDQH��7KH�UHODWLYHO\�VPDOO�PDJQLWXGH�RI�WKH�WUDGH�

RII�EHWZHHQ�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW�PD\�UHIOHFW�WKH�IDFW�WKDW��DV�LPSOLHG�E\�WKH�WKHRUHWLFDO�

PRGHO��DERYH�D�FHUWDLQ�WKUHVKROG�WKH�ULVN�RI�EHLQJ�UHIHUUHG�WR�FRXUW�OHDGV�HPSOR\HUV�WR�LQWHUQDOL]H��

DW�OHDVW�SDUWLDOO\��WKH�FRVWV�RI�QRQ�FRPSOLDQFH��+RZHYHU��IRU�WKH�UHDVRQV�GLVFXVVHG�DERYH��LW�PD\�

DOVR�VLPSO\�UHSUHVHQW�D�ORZHU�ERXQG�HVWLPDWH�DQG�VKRXOG��WKHUHIRUH��EH�LQWHUSUHWHG�ZLWK�FDUH���

7KH�HVWLPDWHG�HODVWLFLW\�RI��ORJ��HPSOR\PHQW�WR�QHJRWLDWHG�PLQLPXP�ZDJHV�LV��DV�H[SHFWHG��

QHJDWLYH�DQG�ODUJH��$Q�LQFUHDVH�LQ�WKH�QHJRWLDWHG�PLQLPXP�ZDJHV�RI�DERXW����LV�DVVRFLDWHG�ZLWK�D�

GHFUHDVH�LQ�HPSOR\PHQW�EHWZHHQ������DQG�������1RWLFH�WKDW��ZKLOH�DQ�HODVWLFLW\�DERYH�RQH�LV�TXLWH�

VL]HDEOH�� FRPSDUHG� WR� VWDQGDUG� HVWLPDWHV� RI� RZQ�ZDJH� HODVWLFLWLHV� RI� ODERXU� GHPDQG���� ZKHQ�

HVWLPDWHG� DW� WKH� OHYHO� RI� WKH� PLQLPXP� ZDJH� HODVWLFLWLHV� DUH� JHQHUDOO\� IRXQG� WR� EH� ODUJHU�� )RU�

H[DPSOH��)DQIDQL���������XVLQJ�WKH�ZKROH�SRSXODWLRQ�RI�,WDOLDQ�ILUPV��HVWLPDWHV�DQ�RZQ�SULFH�ODERXU�

GHPDQG�HODVWLFLW\�XS�WR�������ZKLFK�LV�HYHQ�ODUJHU�IRU�LQFRUSRUDWHG�FRPSDQLHV��$OVR��LQ�D�QXPEHU�RI�

VWXGLHV�RQ�WKH�HIIHFW�RI�WKH�PLQLPXP�ZDJH�LQ�)UDQFH�WKH�HODVWLFLW\�RI�HPSOR\PHQW�ZLWK�UHVSHFW�WR�

WKH�PLQLPXP�ZDJH�LV�FORVH�WR����IRU�PHQ�DQG������IRU�ZRPHQ��.UDPDU]�DQG�3KLOLSSRQ�������$ERZG�

HW�DO���������ZKLOH�&DKXF�DQG�&DUFLOOR��������UHSRUW�DQ�HYHQ�ODUJHU�HODVWLFLW\�FORVH�WR������
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7DEOH� �� UHSRUWV� HVWLPDWHV� ILWWLQJ� WKH� VDPH� VSHFLILFDWLRQ� DV� DERYH�� EXW� XVLQJ� D� GLIIHUHQW�

PHDVXUH�RI�QRQ�FRPSOLDQFH��,Q�SDUWLFXODU��ZH�IRFXV�RQ�WKH�H[WHQVLYH�PDUJLQ�RI�QRQ�FRPSOLDQFH��

VHWWLQJ�D�YDOXH�HTXDO�WR�]HUR�ZKHQ�HPSOR\HUV�IXOO\�FRPSO\�ZLWK�WKH�QHJRWLDWHG�PLQLPXP�ZDJHV��

DQG�D�YDOXH�HTXDO�WR���ZKHQ�HPSOR\HUV�FRPSO\�RQO\�SDUWLDOO\�±�L�H��ZLWKLQ�DQ\�JLYHQ�UHJLRQ�VHFWRU�

±��RU�GR�QRW�FRPSO\�DW�DOO��5HVXOWV�FRQILUP�WKH�SUHYLRXV�ILQGLQJV�VKRZLQJ�D�SRVLWLYH�DQG�VWDWLVWLFDOO\�

VLJQLILFDQW�FRHIILFLHQW�RI�QRQ�FRPSOLDQFH�RQ�HPSOR\PHQW�OHYHOV�LQ�DOO�VSHFLILFDWLRQV��7KH�HVWLPDWHG�

FRHIILFLHQW�RI�WKH�H[WHQVLYH�PDUJLQ�LV�QRZ�PXFK�ODUJHU��FRPSDUHG�WR�SUHYLRXV�HVWLPDWHV��D�FKDQJH�

LQ�FRPSOLDQFH�VWDWXV�LV�DVVRFLDWHG�ZLWK�D�����LQFUHDVH�LQ�HPSOR\PHQW�OHYHOV��1RWLFH�WKDW�LQ�WKLV�

FDVH��WKH�HVWLPDWHG�HIIHFWV�DUH�OLNHO\�WR�FDSWXUH�DQ�DJJUHJDWH�HIIHFW�RI�VZLWFKLQJ�IURP�HPSOR\HUV¶�

IXOO�FRPSOLDQFH�WR�SDUWLDO�RU�QR�FRPSOLDQFH��7KH�HODVWLFLW\�RI�HPSOR\PHQW�WR�ZDJH�IORRUV�UHPDLQV�

ODUJH�DQG�DERYH������

7$%/(���+(5(�

1H[W�� ZH� WHVW� WKH� K\SRWKHVLV� WKDW� WKH� QRQ�FRPSOLDQFH�HPSOR\PHQW� WUDGH�RII� PD\� YDU\�

DFFRUGLQJ�WR�WKH�ORFDO�ODERXU�PDUNHWV�VL]H��,Q�SUDFWLFH��ZH�H[SHFW�WKDW�HPSOR\HUV�RSHUDWLQJ�LQ�VPDOO�

UHJLRQ�LQGXVWU\�FRQWH[WV�PD\�KDYH�PRUH�GLVFUHWLRQ�LQ�SD\LQJ�ZRUNHUV�EHORZ�WKH�FROOHFWLYHO\�DJUHHG�

ZDJHV��DQG�EH�OHVV�OLNHO\�WR�EH�LQVSHFWHG�E\�WKH�PRQLWRULQJ�DXWKRULW\�RU�GLVFLSOLQHG�E\�WUDGH�XQLRQ�

DFWLRQ��,Q�)LJXUH����ZH�UHSRUW�WKH�HVWLPDWHG�FRHIILFLHQWV�REWDLQHG�HVWLPDWLQJ�TXDQWLOH�UHJUHVVLRQV�

�L�H��HTXDWLRQ���¶����DW�GLIIHUHQW�GHFLOHV�RI�WKH�ORFDO�ODERXU�PDUNHW�HPSOR\PHQW�GLVWULEXWLRQ��:H�ILQG�

WKDW�WKH�HVWLPDWHG�WUDGH�RII�LV�ODUJHU�DW�ORZHU�GHFLOHV�DQG�LW�PRQRWRQLFDOO\�GHFUHDVHV�DV�WKH�VL]H�RI�

WKH�ORFDO�ODERXU�PDUNHW�LQFUHDVHV��D�SDWWHUQ�WKDW�LV�FRQVLVWHQW�ZLWK�WKH�K\SRWKHVLV�WKDW�LQ�VPDOO�ORFDO�

ODERXU� PDUNHW� PRQLWRULQJ� DQG� FRQWURO� PD\� EH� ZHDNHU� DQG� D� µEOLQG� H\H¶� DWWLWXGH� PRUH� HDVLO\�

WROHUDWHG���

),*85(���+(5(�

$Q� DOWHUQDWLYH� K\SRWKHVLV�� DV� KLQWHG� E\� WKH� WKHRUHWLFDO� PRGHO�� LV� WKDW� WKH� LQWHQVLW\� RI�

PRQLWRULQJ� DQG� VDQFWLRQLQJ�PD\� EH� GLVFRQWLQXRXV�� LPSO\LQJ� WKDW� ZKHQ� QRQ�FRPSOLDQFH� LV� ORZ�

DXWKRULWLHV�PD\�H[KLELW�VRPH�GHJUHH�RI�WROHUDQFH�WR�WKH�EHQHILW�RI�KLJKHU�HPSOR\PHQW�RSSRUWXQLWLHV��

EXW�DERYH�VRPH�FULWLFDO�OHYHO�RI�QRQ�FRPSOLDQFH�WKH�SUREDELOLW\�RI�EHLQJ�UHIHUUHG�WR�D�ODERXU�FRXUW�



���

DQG�VDQFWLRQHG� LQFUHDVH�GUDVWLFDOO\�� ,Q� WKH� ODWWHU�FDVH�� WKH�H[SHFWHG�FRVWV�ZLOO�EH� LQWHUQDOLVHG�E\�

HPSOR\HUV��ZKR�VHW�HPSOR\PHQW�DFFRUGLQJ�WR�WKH�ZDJH�OHYHO�VHW�LQ�FROOHFWLYH�DJUHHPHQWV�±�DV�XQGHU�

IXOO�FRPSOLDQFH�±�ZLWK�OLWWOH�RU�QR�HPSOR\PHQW�WUDGH�RII��,Q�7DEOH����ZH�UH�HVWLPDWHG�RXU�SUHIHUUHG�

VSHFLILFDWLRQ�XVLQJ� D� VHW� RI� GXPPLHV� IRU� GLIIHUHQW� OHYHOV� RI�QRQ�FRPSOLDQFH�ZLWKLQ� ORFDO� ODERXU�

PDUNHWV��L�H��EHORZ�������WR�������WR���������WR���������WR���������WR�����DQG�DERYH�������:H�

ILQG�WKDW� WKH�HPSOR\PHQW� WUDGH�RII�GLVDSSHDUV�IRU� OHYHOV�RI�QRQ�FRPSOLDQFH�KLJKHU�WKDQ������,Q�

RWKHU�ZRUGV��ZKHQ�PRUH�WKDQ�RQH�ZRUNHU�RXW�RI�WZR�LV�SDLG�OHVV�WKDQ�WKH��PLQLPXP��ZDJH�OHYHO�VHW�

LQ�FROOHFWLYH�DJUHHPHQW��WKHUH�LV�QR�HPSOR\PHQW�JDLQ�DVVRFLDWHG�ZLWK�QRQ�FRPSOLDQFH��

7$%/(���+(5(�

The role of the efficiency of labour courts 

3UHYLRXV� OLWHUDWXUH� �*LDFRPHOOL� DQG�0HQRQ�������DQG�*LDQIUHGD�DQG�9DOODQWL�� ������KDV�

IRXQG� WKDW� WKH� HIILFLHQF\� RI� ODERXU� FRXUWV� KDV� D� VLJQLILFDQW� HIIHFW� RQ� HPSOR\PHQW� DQG� ILUPV¶�

G\QDPLFV�� +HQFH�� WKH� HIIHFW� RI� QRQ�FRPSOLDQFH� RQ� HPSOR\PHQW� PD\� DOVR� EH� DIIHFWHG� E\� WKH�

HIILFLHQF\�RI�ORFDO�ODERXU�FRXUWV�DQG�E\�HPSOR\HUV¶�H[SHFWDWLRQV�DERXW�WKH�OLNHOLKRRG�RI�GHWHFWLRQ�

DQG�WKH�FRVWV�RI�QRQ�FRPSOLDQFH��6RXQGDUDUDMDQ���������7R�DFFRXQW�IRU�WKH�SUHVHQFH�RI�GLIIHUHQW�

VWDQGDUGV�LQ�WKH�HIILFLHQF\�RI�ODERXU�FRXUWV�LQ�VDQFWLRQLQJ�QRQ�FRPSO\LQJ�HPSOR\HUV�DFURVV�,WDOLDQ�

UHJLRQV�� ZH� DXJPHQW� RXU� VSHFLILFDWLRQ� ZLWK� D� YDULDEOH� UHFRGLQJ� WKH� �DYHUDJH�� OHQJWK� RI� ODERXU�

FRXUWV¶�SURFHHGLQJV�DW�WKH�UHJLRQDO�OHYHO��6LQFH�GDWD�RQ�WKH�DFWXDO�GXUDWLRQ�RI�FLYLO�SURFHHGLQJV�DUH�

QRW� DYDLODEOH���� ZH� IROORZ� *LDFRPHOOL� DQG�0HQRQ� ������� DQG� ZH� XVH� D� FDVHIORZ� DSSURDFK� WR�

FRQVWUXFW�DQ�LQGH[�WKDW�SUR[LHV�WKH�DYHUDJH�OHQJWK�RI�SURFHHGLQJV��LQ�\HDUV��ZKLFK�LV�FDOFXODWHG�DV�

IROORZV��

௧ܦ ൌ ାశభ
ாାி

�������������������������������������

ZKHUH�P�DUH�SHQGLQJ�FDVHV�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU�t��F�DUH�QHZ�FDVHV�ILOHG�GXULQJ�WKH�

\HDU�DQG�E�DUH�FDVHV�WKDW�HQGHG�ZLWK�D�MXGLFLDO�GHFLVLRQ�RU�ZHUH�ZLWKGUDZQ�E\�WKH�SDUWLHV�GXULQJ�WKH�

\HDU��7KLV�LQGH[�SURYLGHV�DQ�HVWLPDWH�RI�WKH�DYHUDJH�OLIHWLPH�RI�SURFHHGLQJV�LQ�D�FRXUW��IRU�WKH�SHULRG�

�������������5HVXOWV�UHSRUWHG�LQ�7DEOH����GR�QRW�VKRZ�DQ\�VWDWLVWLFDOO\�VLJQLILFDQW�UROH�RI�ODERXU�

FRXUWV�HIILFLHQF\�LQ�PHGLDWLQJ�WKH�HIIHFW�RI�QRQ�FRPSOLDQFH�RQ�HPSOR\PHQW��,Q�RWKHU�ZRUGV��D�PRUH�

HIILFLHQW� HQIRUFHPHQW� GRHV� QRW� DSSHDU� WR� DIIHFW� WKH� UHODWLRQVKLS� EHWZHHQ� QRQ�FRPSOLDQFH� DQG�



���

HPSOR\PHQW�� DV� D�PRGHO� LQ�ZKLFK� ILUPV� DUH� DEOH� WR� IXOO\� LQWHUQDOL]H� WKH� FRVWV� RI� RSSRUWXQLVWLF�

EHKDYLRXU�ZRXOG�VXJJHVW����

7$%/(���+(5(�

Robustness tests 

7KH�UHODWLRQVKLS�ZH�GHWHFW�EHWZHHQ�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW�LV�UREXVW�DQG�VWURQJ�

DFURVV�GLIIHUHQW�VHFWRUV�DQG�UHJLRQV��)RFXVLQJ�RQ�LQGXVWU\�ZLGH�GLIIHUHQFHV��7DEOH���VKRZV�WKDW�WKH�

HVWLPDWHG�FRHIILFLHQW�RQ�QRQ�FRPSOLDQFH�LV�QRW�VWDWLVWLFDOO\�GLIIHUHQW�EHWZHHQ�PDQXIDFWXULQJ�DQG�

VHUYLFHV��VXJJHVWLQJ�D�VLPLODU�WUDGH�RII�ZLWK�HPSOR\PHQW��,W�LV�DOVR�LQWHUHVWLQJ�WR�QRWLFH�WKDW�LQ�WKH�

PDQXIDFWXULQJ�VHFWRU� WKH�HVWLPDWHG�RZQ�HODVWLFLW\�RI�QHJRWLDWHG�PLQLPXP�ZDJHV� LV�RQO\�ZHDNO\�

FRUUHODWHG� ZLWK� HPSOR\PHQW� �L�H�� WKH� FRHIILFLHQW� LV� QRW� VWDWLVWLFDOO\� VLJQLILFDQW��� VXJJHVWLQJ� D�

GLIIHUHQW� ELWH� RI� QHJRWLDWHG�ZDJH� IORRUV��7KLV� UHVXOW� LV� SUREDEO\� FDSWXULQJ� WKH� VWURQJHU� UROH� WKDW�

GHFHQWUDOLVHG� EDUJDLQLQJ� SOD\V� LQ� WKH� PDQXIDFWXULQJ� VHFWRU�� ZKHUH� ILUP�OHYHO� DJUHHPHQWV� JUDQW�

DGGLWLRQDO�ZDJH�SUHPLD�WR�WKH�OHYHOV�QHJRWLDWHG�LQ�VHFWRU�OHYHO�DJUHHPHQWV��,Q�WKH�VHUYLFH�VHFWRU��

GXH�WR�WKH�SUHYDOHQFH�RI�VPDOOHU�ILUPV�DQG�ZHDN�EDUJDLQLQJ�SRZHU�RI�ZRUNHUV��ILUP�OHYHO�EDUJDLQLQJ�

KDV�D�UHODWLYHO\�PDUJLQDO�UROH�DQG�SD\�OHYHOV�FORVHO\�UHIOHFW�SD\�OHYHOV�QHJRWLDWHG�E\�VHFWRU�OHYHO�

DJUHHPHQWV��

7$%/(���+(5(�

7DEOH� �� DOVR� UHSRUWV� D� VWDWLVWLFDOO\� VLJQLILFDQW� DQG� SRVLWLYH� UHODWLRQVKLS� EHWZHHQ� QRQ�

FRPSOLDQFH�DQG�HPSOR\PHQW� LQ�ERWK�1RUWKHUQ�DQG�6RXWKHUQ� UHJLRQV��7KH�HVWLPDWHG� WUDGH�RII� LQ�

QRQ�FRPSOLDQFH��KRZHYHU��LV�VKRZQ�WR�EH�ODUJHU�LQ�WKH�6RXWK�UHODWLYHO\�WR�WKH�1RUWK��SDUWO\�GXH�WR�

WKH�KLJKHU�OHYHO�RI�WKH�QHJRWLDWHG�PLQLPXP�ZDJHV�FRPSDUHG�WR�WKH�PHGLDQ�ZDJHV��L�H��WKH�.DLW]�

LQGH[��SDLG�E\�ORFDO�ILUPV����2XU�PDLQ�ILQGLQJV�DUH�FRQILUPHG�HYHQ�UHVWULFWLQJ�WKH�VDPSOH�SHULRG�WR�

VHOHFWHG�\HDUV�� WKH�\HDUV�RI� WKH�JOREDO� ILQDQFLDO�FULVLV�\HDUV����������������RU� WR� WKH� ODWHVW�\HDUV�

DYDLODEOH�������������ZKHQ�,WDO\�ZDV�H[SHULHQFLQJ�D�VORZ�UHFRYHU\��,Q�RWKHU�ZRUGV��WKH�WUDGH�RII�

EHWZHHQ�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW�GRHV�QRW�VHHP�WR�EH�H[FOXVLYHO\�UHODWHG�WR�WKH�EXVLQHVV�

F\FOH� DQG� WKH� FULVLV� \HDUV��ZKLOH� LW� SUREDEO\� KLJKOLJKWV� D� VWUXFWXUDO� IHDWXUH� RI� WKH� ,WDOLDQ� ODERXU�

PDUNHW����

7$%/(���+(5(�



���

)LQDOO\��ZH�UHSOLFDWH�WKH�EDVHOLQH�UHVXOWV��FROXPQ���RI�7DEOH����H[FOXGLQJ�RQH�VHFWRU�DQG�RQH�

UHJLRQ�DW�WKH�WLPH��WR�HQVXUH�WKDW�WKH�UHODWLRQVKLS�LV�QRW�GULYHQ�E\�D�VSHFLILF�VHFWRU�RU�UHJLRQ��7KH�

UHVXOWV�LQ�WKH�$SSHQGL[�VKRZ�WKDW�WKLV�LV�QRW�WKH�FDVH��)LJXUHV�$���DQG�$���LQ�WKH�$SSHQGL[���

�

���&RQFOXVLRQV�

7KLV� SDSHU� H[SORUHV� WKH� UHODWLRQVKLS� EHWZHHQ� QRQ�FRPSOLDQFH� ZLWK� FROOHFWLYH� EDUJDLQHG�

PLQLPXP�ZDJH�VWDQGDUGV�DQG�HPSOR\PHQW�OHYHOV��)LUVW��ZH�PRGHO�ILUPV¶�KLULQJ�DQG�FRPSOLDQFH�

EHKDYLRXU�� VKRZLQJ� WKDW� WKHUH�PD\�EH�D� WUDGH�R൵�EHWZHHQ�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW� IRU�

UHODWLYHO\� ORZ� OHYHOV� RI� QRQ�FRPSOLDQFH� �ZKHQ� WKH� ULVN� RI� EHLQJ� UHIHUUHG� WR� FRXUW� LV� YHU\� ORZ���

+RZHYHU��WKLV�WUDGH�RII�PD\�EH�VPDOOHU�WKDQ�W\SLFDOO\�WKRXJKW�DV�HPSOR\HUV�LQWHUQDOL]H�WKH�H[SHFWHG�

FRVWV�RI�QRQ�FRPSOLDQFH��

6HFRQG��ZH�HPSLULFDOO\�WHVW�WKH�PDLQ�SUHGLFWLRQV�RI�WKH�WKHRUHWLFDO�PRGHO�XVLQJ�LQIRUPDWLRQ�

RQ�QRQ�FRPSOLDQFH�DQG�HPSOR\PHQW�OHYHOV�GUDZQ�IURP�WKH�,WDOLDQ�/DERXU�)RUFH�6XUYH\��/)6��DQG�

IRFXVLQJ�RQ�ORFDO�ODERXU�PDUNHW��L�H��LQGXVWU\�UHJLRQ�VSHFLILF�GDWD���7KH�UHVXOWV�VXJJHVW�WKH�H[LVWHQFH�

RI� D� VPDOO� WUDGH�RII� EHWZHHQ� QRQ�FRPSOLDQFH� ZLWK� PLQLPXP� ZDJH� VWDQGDUGV� DQG� HPSOR\PHQW�

OHYHOV��:KLOH�ZH�DUH�XQDEOH�WR�VD\�WR�ZKDW�H[WHQW�WKH�HVWLPDWHG�HODVWLFLW\�EHWZHHQ�QRQ�FRPSOLDQFH�

DQG� HPSOR\PHQW� OHYHOV� LV� WKH� UHVXOW� RI� HPSOR\HUV¶� EHKDYLRXU� RU� RULJLQDWHV� IURP� WKH� �QHJDWLYH��

VHOHFWLRQ�RI�PDUJLQDO�HPSOR\HUV�ZLWK�SRRUHU�HPSOR\PHQW�SURVSHFWV� LQWR�QRQ�FRPSOLDQFH��ZH�GR�

ILQG�HYLGHQFH�VXJJHVWLQJ�WKDW�HPSOR\HUV�DOZD\V�KDYH�DQ�LQFHQWLYH�QRW�WR�FRPSO\�ZKHQ�UHJXODWRUV�

WXUQ�D�³EOLQG�H\H´��7KH�HVWLPDWHG�HIIHFW�LV�ODUJHU�ZKHQ�WKH�H[WHQVLYH�PDUJLQ�RI�QRQ�FRPSOLDQFH�LV�

FRQVLGHUHG��DV�ZKDW�VHHPV�WR�PDWWHU�PRVW�IRU�HPSOR\PHQW�OHYHOV�LV�WKH�DJJUHJDWH�HIIHFW�RI�ZKHWKHU�

HPSOR\HUV��RQ�DYHUDJH��DUH�FRPSO\LQJ�RU�QRW��,QWHUHVWLQJO\��WKH�WUDGH�RII�DSSHDUV�WR�EH�QRQ�OLQHDU�

DQG�SRVVLEO\�GLVFRQWLQXRXV�IRU�OHYHOV�RI�QRQ�FRPSOLDQFH�DERYH������,Q�RWKHU�ZRUGV��ZKHQ�PRUH�

WKDQ�KDOI�RI�WKH�ZRUNIRUFH�LQ�WKH�ORFDO�ODERXU�PDUNHW�DSSHDUV�WR�EH�XQGHUSDLG�ZLWK�UHVSHFW�WR�WKH�

ZDJH�OHYHOV�VHW�LQ�FROOHFWLYH�DJUHHPHQWV��HPSOR\HUV�LQWHUQDOLVH�WKH�H[SHFWHG�FRVW�RI�EHLQJ�UHIHUUHG�

WR� D� FRXUW� DQG� DGMXVW� WKH� OHYHO� RI� HPSOR\PHQW� DV� XQGHU� IXOO�FRPSOLDQFH� ±� ZLWK� OLWWOH� RU� QR�

HPSOR\PHQW�WUDGH�RII��



���

7KHVH�UHVXOWV�KDYH�LPSRUWDQW�LPSOLFDWLRQV�IRU�WKH�SROLF\�GHEDWH�RQ�ZDJH�VHWWLQJ�LQVWLWXWLRQV�

DQG� WKH� UROH�RI� UHJXODWRUV� LQ�PRQLWRULQJ� DQG� VDQFWLRQLQJ�QRQ�FRPSOLDQFH�� ,Q� OLQH�ZLWK� FRPPRQ�

ZLVGRP�� D� VWULFW� HQIRUFHPHQW� RI� WKH� H[LVWLQJ�PLQLPXP�ZDJHV� VHW� LQ� FROOHFWLYH� DJUHHPHQWV�PD\�

UHGXFH�HPSOR\PHQW�DW�WKH�PDUJLQ�LQ�OHVV�SURGXFWLYH�ILUPV��+RZHYHU��QRQ�FRPSOLDQFH�DQG�³SLUDWH´�

DJUHHPHQWV�LQ�,WDO\�DUH�DOVR�XVHG�WR�PLQLPLVH�SD\UROO�WD[HV�DQG�VRFLDO�VHFXULW\�FRQWULEXWLRQV�ZKLFK�

LQ�WXUQ�FDQ�KDYH�VLJQLILFDQW�GLVWRUWLYH�HIIHFWV�RQ�FRPSHWLWLRQ�EHWZHHQ�FRPSDQLHV��1RWLFH�WKDW�E\�QRW�

HQVXULQJ�D�OHYHO�SOD\LQJ�ILHOG�DPRQJ�ILUPV�DQG�ZRUNHUV��QRQ�FRPSOLDQFH�LV�D�PDMRU�GULYHU�EHKLQG�

WKH�HURVLRQ�RI�WKH�,WDOLDQ�V\VWHP�RI�LQGXVWULDO�UHODWLRQV��+HQFH��WXUQLQJ�D�³EOLQG�H\H´�DQG�DOORZLQJ�

WKH�SUROLIHUDWLRQ�RI�³SLUDWH´�DJUHHPHQWV�LQ�H[FKDQJH�RI�UHODWLYHO\�PRGHVW�HPSOR\PHQW�JDLQV�GRHV�

QRW� TXDOLI\� DV� D� VXVWDLQDEOH� VWUDWHJ\��0RUHRYHU�� HYHQ� LI� QRQ�FRPSOLDQFH�PD\� UHVXOW� LQWR� KLJKHU�

HPSOR\PHQW�LQ�PDUJLQDO�ILUPV��E\�DOWHULQJ�FRPSHWLWLRQ�LQ�WKH�ODERXU�PDUNHW�LW�FDQ�XQGHUPLQH�WKH�

DJJUHJDWH�OHYHO�RI�HIILFLHQF\��,Q�RXU�YLHZ��ILJKWLQJ�QRQ�FRPSOLDQFH��ZLWKRXW�KDUPLQJ�HPSOR\PHQW�

LQ�WKH�PHGLXP�ORQJ�WHUP��ZRXOG�UHTXLUH�D�VWURQJHU�HQIRUFHPHQW�RI�WKH�DJUHHPHQWV�VLJQHG�E\�WKH�

PRVW�UHSUHVHQWDWLYH�HPSOR\HUV�RUJDQLVDWLRQV�DQG�WUDGH�XQLRQV�LQ�H[FKDQJH�IRU�DGGLWLRQDO�IOH[LELOLW\�

LQ� VHFWRU�OHYHO� FROOHFWLYH� DJUHHPHQWV� WR� DFFRPPRGDWH� WKH� VLJQLILFDQW� SURGXFWLYLW\� GLIIHUHQWLDOV�

DFURVV�,WDOLDQ�ILUPV�DQG�ORFDO�ODERXU�PDUNHWV��6XFK�D�VWUDWHJ\�ZRXOG�HQVXUH�D�OHYHO�SOD\LQJ�ILHOG�

DFURVV�FRPSDQLHV�DQG�ZRUNHUV��DOVR�DGGUHVVLQJ��DW�OHDVW�LQ�SDUW��WKH�QHHG�IRU�PRUH�ZDJH�IOH[LELOLW\�

DYRLGLQJ�ad hoc�DQG�GLVFUHWLRQDO�DGMXVWPHQWV�E\�HPSOR\HUV�� �
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FRQGLWLRQV"�������European Economic Review����±�����
-LPHQR��-XDQ�)UDQFLVFR�DQG�&DUORV�7KRPDV��������&ROOHFWLYH�EDUJDLQLQJ��ILUP�KHWHURJHQHLW\�DQG�
XQHPSOR\PHQW�����European Economic Review��������
.UDPDU]��)UDQFLV�DQG�7KRPDV�3KLOLSSRQ��������7KH�,PSDFW�RI�'LIIHUHQWLDO�3D\UROO�7D[�6XEVLGLHV�
RQ�0LQLPXP�:DJH�(PSOR\PHQW�����Journal of Public Economics�����±�����
/RZ�3D\�&RPPLVVLRQ��������1DWLRQDO�PLQLPXP�ZDJH��/RZ�3D\�&RPPLVVLRQ�UHSRUW��������
/RZ�3D\�&RPPLVVLRQ��������1RQ�FRPSOLDQFH�DQG�HQIRUFHPHQW�RI�WKH�1DWLRQDO�0LQLPXP�:DJH��
/XFLIRUD�� &ODXGLR� DQG� 'DULD� 9LJDQL�� ������ /RVLQJ� FRQWURO"� 7KH� (IIHFWV� RI� ³3LUDWH´� &ROOHFWLYH�
$JUHHPHQWV�RQ�:DJHV��CoBExT Working paper�1R������
0RHQH��.DUO�2YH�DQG�0LFKDHO�:DOOHUVWHLQ��������3D\�LQHTXDOLW\��������Journal of Labor Economics�
���±�����
2(&'�� ������Negotiating Our Way Up. Collective Bargaining in a Changing World of Work��
2(&'�3XEOLVKLQJ��3DULV��
5DQL��8PD��3DWULFN�%HOVHU��0DUWLQ�2HO]�DQG�6HWDUHK�5DQMEDU��������0LQLPXP�ZDJH�FRYHUDJH�DQG�
FRPSOLDQFH�LQ�GHYHORSLQJ�FRXQWULHV�������±���International Labour Review����±�����
5LOH\��5HEHFFD�DQG�&KLDUD�5RVD]]D�%RQGLEHQH��������5DLVLQJ�WKH�VWDQGDUG��0LQLPXP�ZDJHV�DQG�
ILUP�SURGXFWLYLW\�����&��Labour Economics��������



���

6HVWLWR��3DROR��9LYLDQR��(OLDQD�������)LULQJ�FRVWV�DQG�ILUP�KLULQJ��HYLGHQFH�IURP�DQ�,WDOLDQ�UHIRUP��
Economic Policy.���������-DQXDU\����±������
6RXQGDUDUDMDQ��9LGK\D��������+HWHURJHQHRXV�HIIHFWV�RI�LPSHUIHFWO\�HQIRUFHG�PLQLPXP�ZDJHV�LQ�
ORZ�ZDJH�ODERU�PDUNHWV������Journal of Development Economics����������
7RPDVVHWWL��3DROR�������/D�QR]LRQH�GL�VLQGDFDWR�FRPSDUDWLYDPHQWH�SL��UDSSUHVHQWDWLYR�QHO�GHFUHWR�
OHJLVODWLYR�Q�����������������Diritto delle Relazioni Industriali ���±�����
<DQLY��*LGHRQ��������0LQLPXP�ZDJH�QRQFRPSOLDQFH�DQG�WKH�HPSOR\PHQW�GHFLVLRQ��������Journal 
of Labor Economics����±�����
� �



���

7$%/(6�$1'�),*85(6�

)LJXUH����6KDUH�RI�XQGHUSDLG�ZRUNHUV�LQ�,WDO\�E\�UHJLRQ�������

�

Source��$XWKRUV¶V�FDOFXODWLRQ�XVLQJ�GDWD�IURP�,VWDW�/)6�����������DQG�QHJRWLDWHG�ZDJHV�GDWDEDVH��
� �



���

)LJXUH����1RQ�FRPSOLDQFH�E\�HPSOR\PHQW�GHFLOHV��FRHIILFLHQWV�DQG�FRQILGHQFH�LQWHUYDOV�

�

1RWH��(DFK�GRW�LQGLFDWHV�WKH�FRHIILFLHQW�IRU�HDFK�GHFLOH�RI�HPSOR\PHQW�OHYHOV�EDVHG�RQ�TXDQWLOH�UHJUHVVLRQV�
ZLWK�WKH�VDPH�FRQWUROV�DQG�IL[HG�HIIHFWV�DV�LQ�FROXPQ�����LQ�7DEOH����7KH�YHUWLFDO�EDUV�LQGLFDWH�����
FRQILGHQFH�LQWHUYDOV��

� �

�
��

��
��

� � � � � � � � �

'HFLOH



���

7DEOH����'HVFULSWLYH�VWDWLVWLFV������������

Main variables Mean Std. Dev. Min Max 
ORJ�HPSOR\PHQW� ����� ���� ����� ������
ORJ�ZDJH�IORRUV� ����� ����� ����� �����
1RQ�FRPSOLDQFH����RI�
ZRUNHUV�SDLG�OHVV�WKDQ�
WKH�ZDJH�IORRU��

������ ������ �� ����

1RQ�FRPSOLDQFH����RI�
VHFWRU�UHJLRQ�FHOOV�QRW�
IXOO\�FRPSOLDQW��

������ ������ �� ����

� � � � �
Controls �� �� �� ��
��\RXQJ����� ������ ������ �� ����
��WHPSRUDU\�HPSO�� ������ ������ �� ����
��ZRPHQ� ������ ������ �� ����
��LPPLJUDQWV�H[WUD�(8� ����� ����� �� ����
��HPS�LQ�60(V� ������ ������ �� ����
��OHVV�WHUWLDU\� ������ ������� �� ����
Sector 
$JULFROWXUH� �����
0DQXIDFWXULQJ� ������
6HUYLFHV� ������

Region 
1RUWK� ������
&HQWHU� ������
6RXWK� ������
,VODQGV� ������

Source��$XWKRUV¶V�FDOFXODWLRQV�XVLQJ�WKH�/DERXU�)RUFH�6XUYH\�DQG�WKH�GDWDEDVH�RQ�QHJRWLDWHG�ZDJHV�E\�,VWDW��
� �



���

7DEOH����%DVHOLQH�UHVXOWV��QRQ�FRPSOLDQFH�DV�FRQWLQXRXV�YDULDEOH���IL[HG�HIIHFWV�������������

�� ��� ��� ��� ��� ���� ��� ���
1RQ�FRPSOLDQFH������� ���� ���� ���� ���� ����� ���� ����

� ������ ������ ��������� ������ ���������� ������ ���������
1RQ�FRPSOLDQFHA�������� ����� ����� ����� ����� ������ ����� �����

� ������ ������ ��������� ������ ���������� ������ ���������
/RJ�ZDJH�IORRUV� � ����� ����� ����� ������ ����� �����

� � ������ ��������� ������ ���������� ������ ���������
��\RXQJ����� � ���� ����� � ����

� � ��������� ���������� � ���������
��WHPSRUDU\�HPS�� � ������ ������� � ������

� � ��������� ���������� � ���������
��ZRPHQ� � �������� ��������� � ��������

� � ��������� ���������� � ���������
��LPPLJUDQWV�H[�(8� � �������� �������� � ��������

� � ��������� ���������� � ���������
��HPS��LQ�60(� � �������� ��������� � ��������

� � ��������� ���������� � ���������
��ORZ�HGX� � ������� ������� � �������
�� ��������� ���������� � ���������
<HDU�)(� \HV \HV \HV \HV \HV� \HV \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�5HJLRQ�)(� \HV \HV \HV QR QR� \HV \HV
,QGXVWU\�[�5HJLRQ�WLPH�WUHQGV� QR QR QR \HV \HV� \HV \HV
5�VTXDUHG� ���� ���� ���� ���� �������� ���� �������
2EVHUYDWLRQV� ����� ����� ����� ����� ��������� ����� ��������

Note:�5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\��

� �



���

7DEOH����%DVHOLQH�UHVXOWV��QRQ�FRPSOLDQFH�DV�D�GXPP\���IL[HG�HIIHFWV������������

�� ���� ��� ��� ��� ���� ���� ���
1RQ�FRPSOLDQFH� ���� ���� ���� ���� ����� ����� ����

� ������� ������ ��������� ������ ���������� ������� ���������
/RJ�ZDJH�IORRUV� � ����� ����� ����� ������ ������ �����

� � ������ ��������� ������ ���������� ������� ���������
��\RXQJ����� � ����� ������� � �����

� � ��������� ���������� � ���������
��WHPSRUDU\�HPS�� � ����� ������ � �����

� � ��������� ���������� � ���������
��ZRPHQ� � �������� ��������� � ��������

� � ��������� ���������� � ���������
��LPPLJUDQWV�H[�(8� � �������� �������� � ��������

� � ��������� ���������� � ���������
��HPS��LQ�60(� � ������� ��������� � �������

� � ��������� ���������� � ���������
��ORZ�HGX� � ������� ������ � �������
�� �� �������� ���������� �� ���������
<HDU�)(� \HV� \HV \HV \HV \HV� \HV� \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�
5HJLRQ�)(� \HV� \HV� \HV� QR� QR� \HV� \HV�

,QGXVWU\�[�5HJLRQ�WLPH�WUHQGV� QR� QR QR \HV \HV� \HV� \HV
5�VTXDUHG� ����� ���� ���� ���� ����� ����� �������
2EVHUYDWLRQV� �������� ����� ����� ����� ������ ������ ��������

 
Note:�5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\��

� �



���

7DEOH����)L[HG�HIIHFWV�HVWLPDWHV�XVLQJ�QRQ�FRPSOLDQFH�GXPPLHV�������������

�� ��� ���
1RQ�FRPSOLDQFH�! ���	���� ���� ����

������ ���������
1RQ�FRPSOLDQFH�! ���	���� ���� ����

������ ���������
1RQ�FRPSOLDQFH�! ���	����� ���� ����

������ ���������
1RQ�FRPSOLDQFH�! ����	����� ���� ����

������ ���������
1RQ�FRPSOLDQFH�! ����	����� ���� ����

������ ���������
1RQ�FRPSOLDQFH�! ����	����� ���� ����

������ ���������
1RQ�FRPSOLDQFH�! ��� ���� ������
�� ������ ���������
:DJH�IORRUV� \HV \HV
&RQWUROV� QR \HV
<HDU�)(� \HV \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�
UHJLRQ�)(� \HV� \HV�

,QGXVWU\�[�UHJLRQ�WLPH�WUHQGV \HV \HV
5�VTXDUHG� ������� �������
2EVHUYDWLRQV� �������� ��������

� � � � �  
Note:�5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\��

� �



���

7DEOH����(VWLPDWHV�DXJPHQWHG�ZLWK�WKH�HIILFLHQF\�RI�WKH�ODERXU�FRXUW�������������

� ��� ��� ��� ����
1RQ�FRPSOLDQFH������� ���� ���� ��

� ������ ������ �
1RQ�FRPSOLDQFHA�������� ����� ����� �

� ������ ������ �
1RQ�FRPSOLDQFH�GXPP\� ����� ����

� ���������� ���������
1RQ�FRPSOLDQFH'XUDWLRQ�/&� ���� �

� ������ �
1RQ�FRPSOLDQFHA�'XUDWLRQ�/&� ����� �

� ������ �
1RQ�FRPSOLDQFH�GXPP\'XUDWLRQ�/& �������

� ���������
'XUDWLRQ�/&� ����� ����� ����� ��������
�� ������ ������ ������� ���������
:DJH�IORRUV� \HV \HV \HV \HV�
&RQWUROV� \HV \HV \HV \HV�
<HDU�)(�� \HV \HV \HV \HV�
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�5HJLRQ�
)(� \HV \HV \HV \HV�
,QGXVWU\�[�UHJLRQ�WLPH�WUHQGV� \HV \HV \HV \HV�
5�VTXDUHG� ���� ������� �������� �������
2EVHUYDWLRQV� ����� ����� ����� ��������

 
Note:�5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\�
�

�
� �



���

7DEOH����+HWHURJHQHLW\�DFURVV�VHFWRUV�DQG�UHJLRQV��IL[HG�HIIHFWV�HVWLPDWHV������������

� 0DQXIDFWXULQJ 6HUYLFHV 0DQXIDFWXULQJ 6HUYLFHV� 6RXWK 1RUWK 6RXWK 1RUWK
�� ��� ��� ��� ��� ��� ��� ��� ���
1RQ�FRPSOLDQFH������� ���� ���� ���� ����
� ������ ������ ������ ������
1RQ�FRPSOLDQFHA�������� ����� ����� ����� �����
� ������ ������ ������ ������
1RQ�FRPSOLDQFH�GXPP\� ���� ����� �� ���� ����

� ������ ���������� �� ������ ���������
/RJ�ZDJH�IORRUV� ������ ������ ������ ������ ������ ������ ������ ������

� ������ ������ ������ ������ ������ ������ ������ ������
&RQWUROV� \HV \HV \HV \HV \HV \HV \HV \HV
<HDU�)(� \HV \HV \HV \HV \HV \HV \HV \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�
UHJLRQ�)(� \HV� \HV� \HV� \HV� \HV� \HV� \HV� \HV�

,QGXVWU\�[�UHJLRQ�WLPH�WUHQGV� \HV \HV \HV \HV \HV \HV \HV \HV
5�VTXDUHG� ���� ���� ���� �������� ���� ���� ���� �������
2EVHUYDWLRQV� ����� ����� ����� ��������� ����� ����� ����� ��������

 
Note:�5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\�
�

� �



���

7DEOH����(VWLPDWHV�LQ�FULVLV�������������DQG�SRVW�FULVLV�\HDUV��������������IL[HG�HIIHFWV�
HVWLPDWHV��
�

��
�����
����

�����
����

�����
����

�����
�����

1RQ�FRPSOLDQFH������� ���� ���� �
� ������ ������ �

1RQ�FRPSOLDQFHA������� ����� ����� �
� ������ ������ �

1RQ�FRPSOLDQFH� ���� �����
� ������ ����������

/RJ�ZDJH�IORRUV� ����� ����� ����� ������
� ������ ������ ������ ����������

&RQWUROV� \HV \HV \HV \HV�
<HDU�)(� \HV \HV \HV \HV�
,QGXVWU\��5HJLRQ�	�,QGXVWU\�
[�5HJLRQ�)(� \HV� \HV� \HV� \HV�

5�VTXDUHG� ���� ���� ���� �����
2EVHUYDWLRQV� ����� �������� ����� ���������

Note:�5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\� �



���

$33(1',;�

7DEOH�$����2/6�HVWLPDWHV�������������

OLS OLS (without zeros) 
1RQ�FRPSOLDQFH� ������ ������ �������� 1RQ�FRPSOLDQFH ������ ������ �����

� ������� ������� ��������� ������� ������� ���������
/RJ�ZDJH�IORRUV� � ������ ����� /RJ�ZDJH�IORRUV ������ �����

� � ������� ��������� ������� ���������
��\RXQJ����� � � ������� ��\RXQJ���� � ��������

� � � ��������� � ���������
��WHPSRUDU\�HPS�� � � �������� ��WHPSRUDU\�HPS� � �����

� � � ��������� � ���������
��ZRPHQ� � � ������ ��ZRPHQ � �����

� � � ��������� � ���������
��LPPLJUDQWV�H[�(8� � � ������� ��LPPLJUDQWV�H[�(8 � ��������

� � � ��������� � ���������
��HPS��LQ�60(� � � ����� ��HPS��LQ�60( � �����

� � � ��������� � ���������
��ORZ�HGX� � � ���� ��ORZ�HGX � ����

� � � ��������� � ���������
&RQWUROV� <HV� <HV� <HV &RQWUROV <HV <HV� <HV
,QGXVWU\�GXPPLHV� <HV� <HV� <HV ,QGXVWU\�GXPPLHV <HV <HV� <HV
5HJLRQ�GXPPLHV� <HV� <HV� <HV 5HJLRQ�GXPPLHV <HV <HV� <HV
5�VTXDUHG� ����� ����� ������� 5�VTXDUHG ����� ����� ��������
2EVHUYDWLRQV� ������ ������ �������� 2EVHUYDWLRQV ������ ������ ��������
� � � �

Note:�5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\��



���

7DEOH�$����%DVHOLQH�UHVXOWV�ZHLJKWHG���IL[HG�HIIHFWV������������

� :HLJKWHG�UHJUHVVLRQ�
1RQ�FRPSOLDQFH������� ���� ���� �

� ������ ��������� �
1RQ�FRPSOLDQFHA�������� ����� ����� �

� ������ ��������� �
1RQ�FRPSOLDQFH�GXPP\� ����� �����
�� ������� ����������
&RQWUROV� \HV \HV \HV \HV�
:DJH�IORRUV� \HV \HV \HV \HV�
<HDU�)(� \HV \HV \HV \HV�
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�5HJLRQ�)( \HV \HV \HV \HV�
,QGXVWU\�[�5HJLRQ�WLPH�WUHQGV� \HV \HV \HV \HV�
5�VTXDUHG� ���� ���� ���� ��������
2EVHUYDWLRQV� ����� ����� ����� ���������

1RWH��5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��7KH�UHJUHVVLRQV�DUH�ZHLJKWHG�E\�WKH�HPSOR\PHQW�OHYHOV�LQ�������
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\��

� �



���

7DEOH�$����)XUWKHU�UHVXOWV�RQ�UHJLRQDO�KHWHURJHQHLW\�
Panel A: Dummy  �

� /RZ�
XQHPSOR\PHQW�

+LJK�
XQHPSOR\PHQW�

+LJK�
YDOXH�

DGGHG�SHU�
HPSOR\HH�

/RZ�
YDOXH�
DGGHG�
SHU�

HPSOR\HH�

+LJK�
ZDJH��

/RZ�
ZDJH�

1RQ�FRPSOLDQFH� ���� ���� ���� ����� ����� ����
� ������ ������ ������ ������� ������� ������

&RQWUROV� \HV \HV \HV \HV� \HV� \HV
:DJH�IORRUV� \HV \HV \HV \HV� \HV� \HV
<HDU�)(� \HV \HV \HV \HV� \HV� \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�5HJLRQ�)(� \HV \HV \HV \HV� \HV� \HV
,QGXVWU\�[�5HJLRQ�WLPH�WUHQGV� \HV \HV \HV \HV� \HV� \HV
5�VTXDUHG� ���� ���� ���� ����� ����� ����
2EVHUYDWLRQV� ����� ����� ����� ������ ������ �����

� � �
� � �

Panel B: Continuous  �

�

/RZ�
XQHPSOR\PHQW�

+LJK�
XQHPSOR\PHQW�

+LJK�
YDOXH�

DGGHG�SHU�
HPSOR\HH�

/RZ�
YDOXH�
DGGHG�
SHU�

HPSOR\HH�

+LJK�
ZDJH��

/RZ�
ZDJH�

1RQ�FRPSOLDQFH������� ���� ���� ���� ����� ����� ����
� ������ ������ ������ ������� ������� ������

1RQ�FRPSOLDQFHA�������� ����� ����� ����� ������ ������ �����
� ������ ������ ������ ������� ������� ������

&RQWUROV� \HV \HV \HV \HV� \HV� \HV
:DJH�IORRUV� \HV \HV \HV \HV� \HV� \HV
<HDU�)(� \HV \HV \HV \HV� \HV� \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�5HJLRQ�)(� \HV \HV \HV \HV� \HV� \HV
,QGXVWU\�[�5HJLRQ�WLPH�WUHQGV� \HV \HV \HV \HV� \HV� \HV
5�VTXDUHG� ���� ���� ���� ����� ����� ����
2EVHUYDWLRQV� ����� ����� ����� ������ ������ �����

1RWH��5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\��

� �



���

7DEOH�$����%DVHOLQH�UHVXOWV�ZLWK�DGGLWLRQDO�IL[HG�HIIHFWV�
Panel A: Non-compliance dummy

� ��� ��� ��� ��� ���� ���
1RQ�FRPSOLDQFH� ���� ���� ���� ����� ����� ����
�� ������ ������ ������ ������� ������� ���������
&RQWUROV� \HV \HV \HV \HV \HV� \HV
:DJH�IORRUV� \HV \HV \HV \HV \HV� \HV
<HDU�)(� \HV \HV \HV \HV \HV� \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�5HJLRQ�)(� \HV \HV \HV \HV \HV� \HV
5HJLRQ�WLPH�WUHQGV� \HV� \HV� QR QR \HV� \HV�
,QGXVWU\�WLPH�WUHQGV� QR QR \HV� \HV� \HV� \HV�
,QGXVWU\�[�5HJLRQ�WLPH�WUHQGV� QR QR QR \HV \HV� \HV
5�VTXDUHG� ���� ���� ���� ����� ����� �������
2EVHUYDWLRQV� ����� ����� ����� ������ ������ ������

� �
Panel B: Non-compliance continuous

� ��� ��� ��� ��� ���� ���
1RQ�FRPSOLDQFH������� ���� ���� ���� ����� ����� ����

� ������ ������ ������ ������� ������� ���������
1RQ�FRPSOLDQFHA�������� ����� ����� ����� ������ ������ �����

� ������ ������ ������ ������� ������� ���������
&RQWUROV� \HV \HV \HV \HV \HV� \HV
:DJH�IORRUV� \HV \HV \HV \HV \HV� \HV
<HDU�)(� \HV \HV \HV \HV \HV� \HV
,QGXVWU\��5HJLRQ�	�,QGXVWU\�[�5HJLRQ�)(� \HV \HV \HV \HV \HV� \HV
5HJLRQ�WLPH�WUHQGV� \HV \HV QR QR \HV� \HV
,QGXVWU\�WLPH�WUHQGV� QR QR \HV� \HV� \HV� \HV�
,QGXVWU\�[�5HJLRQ�WLPH�WUHQGV� QR QR QR \HV \HV� \HV
5�VTXDUHG� ���� ���� ���� ����� ����� �������
2EVHUYDWLRQV� ����� ����� ����� ������ ������ ��������

�
1RWH��5REXVW�VWDQGDUG�HUURUV�LQ�SDUHQWKHVHV��6HH�7DEOH���IRU�LQIRUPDWLRQ�RQ�WKH�VDPSOH�DQG�WKH�PDLQ�
YDULDEOHV��
������VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH������DQG�����OHYHOV��UHVSHFWLYHO\��

�
� �



���

)LJXUH�$����5REXVWQHVV��H[FOXGLQJ�RQH�VHFWRU�DW�WKH�WLPH��IL[HG�HIIHFWV������������

�
1RWH��(DFK�GRW�LQGLFDWHV�WKH�FRHIILFLHQW�ZKHQ�H[FOXGLQJ�WKH�LQGXVWU\�IURP�WKH�HVWLPDWLRQ��7KH�YHUWLFDO�EDUV�
LQGLFDWHG�����FRQILGHQFH�LQWHUYDOV��

� �

��
�

��
��
�

��

� � � � � � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��

,QGXVWU\



���

)LJXUH�$����5REXVWQHVV��H[FOXGLQJ�RQH�UHJLRQ�DW�WKH�WLPH���IL[HG�HIIHFWV������������

�
1RWH��(DFK�GRW�LQGLFDWHV�WKH�FRHIILFLHQW�ZKHQ�H[FOXGLQJ�WKH�UHJLRQ�IURP�WKH�HVWLPDWLRQ��7KH�YHUWLFDO�EDUV�
LQGLFDWHG�����FRQILGHQFH�LQWHUYDOV��

�
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��
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��6HH��DPRQJ�PDQ\��'LFNHQV�HW�DO���������IRU�WKH�8QLWHG�.LQJGRP�RU�&HQJL]�HW�DO���������IRU�WKH�8QLWHG�6WDWHV��
��6HH��IRU�LQVWDQFH��$DURQVRQ��������RQ�SULFHV��%HOO�DQG�0DFKLQ��������RQ�ILUP¶V�VWRFN�PDUNHW�YDOXH��'UDFD�HW�DO���������
RQ�ILUPV¶�SURILWDELOLW\��5LOH\�DQG�5RVD]]D�%RQGLEHQH��������RQ�SURGXFWLYLW\��
��)RU�LQVWDQFH��VHH�WKH�UHFHQW�DQDO\VLV�E\�$]DU�HW�DO����������
��$OO�HPSOR\HHV��ZRUNHUV�ZLWK�D�GHSHQGHQW�HPSOR\PHQW�FRQWUDFW��RI�D�ILUP�ZKLFK�KDV�VLJQHG�D�FROOHFWLYH�DJUHHPHQW�
DUH�FRYHUHG��LQFOXGLQJ�WHPSRUDU\�RU�SDUW�WLPH�ZRUNHUV���
��7KHUH�LV�ZLGH�HPSLULFDO�HYLGHQFH�VKRZLQJ�WKDW�MXGJHV�LQ�/DERU�&RXUWV�H[SORLW�VRPH�GHJUHH�RI�GLVFUHWLRQ�LQ�VHWWOLQJ�
WKH� FDVHV�� 6RPH� VWXGLHV�KDYH� VKRZQ� WKH� H[LVWHQFH�RI� VRPH� UHJXODULWLHV� EHWZHHQ� ORFDO� ODERU�PDUNHW� FRQGLWLRQV� �L�H��
XQHPSOR\PHQW�UDWH��DQG�ODERU�FRXUWV¶�GHFLVLRQV�,FKLQR�HW�DO����������,Q�*HUPDQ\��HYHQ�DIWHU�FRQWUROOLQJ�IRU�WKH�IDFW�WKDW�
FRXUW� DFWLYLW\� YDULHV� V\VWHPDWLFDOO\� ZLWK� WKH� SROLWLFDO� OHDQLQJ� RI� WKH� JRYHUQPHQW� WKDW� DSSRLQWV� MXGJHV�� WKHUH� LV� D�
VLJQLILFDQW�SRVLWLYH�UHODWLRQ�EHWZHHQ�ODERU�FRXUW�DFWLYLW\�DQG�XQHPSOR\PHQW��%HUJHU�DQG�1HXJDUW���������,Q�WKH�8.�
XQHPSOR\PHQW� DQG� ILUPV¶� EDQNUXSWF\� UDWHV� VHHP� DOVR� WR� EH� VWDWLVWLFDOO\� DVVRFLDWHG� ZLWK� WKH� SUREDELOLW\� RI� MXGJHV�
GHFLGLQJ�LQ�IDYRXU�RI�GLVPLVVHG�HPSOR\HHV�LQ�XQIDLU�GLVPLVVDO�WULDOV��
��1RWLFH� WKDW� DQ�HPSOR\HU�FDQ�SD\� OHVV� WKDQ� WKH�QHJRWLDWHG�ZDJH� WR�D� VXE�JURXS�RI�ZRUNHUV� LQ�GLIIHUHQW�ZD\V��)RU�
H[DPSOH��GLIIHUHQW�HVWDEOLVKPHQWV��ZLWKLQ�WKH�VDPH�ILUP��PD\�EH�FRYHUHG�E\�GLIIHUHQW�DJUHHPHQWV�DFFRUGLQJ�WR�WKH�PDLQ�
VHFWRU� RI� DFWLYLW\�� DOWHUQDWLYHO\� JURXSV� RI�ZRUNHUV� ZLWK� ORZHU� EDUJDLQLQJ� SRZHU�PD\� H[SHULHQFH� VRPH� FRQWUDFWXDO�
GXPSLQJ��L�H�� WKH�VR�FDOOHG�³SLUDWH�FRQWUDFWV´���*DUQHUR��������VKRZV� WKDW�PRUH�YXOQHUDEOH�JURXSV�VXFK�DV�ZRPHQ��
\RXQJ��QHZO\�KLUHG�RU�WHPSRUDU\�ZRUNHUV�DUH�PRUH�OLNHO\�WR�EH�XQGHUSDLG�FRPSDUHG�ZLWK�OHVV�YXOQHUDEOH�RQHV��
��,Q�HVWDEOLVKPHQWV�ZKHUH�D�WUDGH�XQLRQ�LV�SUHVHQW��ZRUNHUV�SDLG�OHVV�WKDQ�WKH�FROOHFWLYH�EDUJDLQHG�ZDJH�OHYHO�FDQ�UHIHU�
WR�WKH�XQLRQ�WR�VXH�WKH�HPSOR\HU�LQ�D�FROOHFWLYH�DFWLRQ��:KLOH�WKHUH�DUH�VXFK�FDVHV��LQ�VPDOO�HVWDEOLVKPHQWV��ZKLFK�DUH�
WKH�PDMRULW\���XQLRQV�DUH�JHQHUDOO\�QRW�SUHVHQW�OHDYLQJ�WKH�ZRUNHU�WKH�UHVSRQVLELOLW\�WR�WDNH�WKH�LQLWLDWLYH���
��6HFRQG�RUGHU�FRQGLWLRQV�DUH�JXDUDQWHHG�E\�WKH�FRQYH[LW\�RI�߮ሺܮ െ ���L�ሻ�DQG�WKH�FRQFDYLW\�RI�fܮ
��1RWLFH�DOVR�WKDW�ZKLOH݂ߠ�ᇱሺܮሻ�DQG�w�DUH�PHDVXUHG�LQ�HXURV��WKH�VKDGRZ�FRVW�LV�PHDVXUHG�LQ�XWLOV��XQLWV�RI�XWLOLW\���7KH�
UROH�RIܷܧ�ᇱሺߨሻ�LQ�WKH�HTXDWLRQ�LV�WKDW�RI�FRQYHUWLQJ�XWLOV�LQ�HXURV��
���6HH�WKH�RQOLQH�VXSSOHPHQWDU\�PDWHULDO�IRU�D�SURRI�RI�WKHVH�VWDWHPHQWV��1RWLFH�WKDW�߮�LV�LWVHOI�D�IXQFWLRQ�RI�WKH�QRQ�
FRPSOLDQFH�OHYHO�ሺܮ െ �ሻ�ZLWK�UHVSHFWߨᇱሺܷܧሻ��7KH�FRPSDUDWLYH�VWDWLFV�ZH�UHIHU�WR�LV�REWDLQHG�E\�GLIIHUHQWLDWLQJ�ȲȀܮ
WR�WKH�SUREDELOLW\�RI�EHLQJ�VXHG�for any level RI�QRQ�FRPSOLDQFH��
���+RXUV�ZRUNHG�DUH�DQ�LPSRUWDQW�VRXUFH�RI�QRQ�FRPSOLDQFH��VLQFH�HPSOR\HUV�PD\�XVH�IDNH�SDUW�WLPH�FRQWUDFWV��SD\�
ORZHU�RYHUWLPH�SUHPLD�RU�DVN�ZRUNHUV�WR�ZRUN�ORQJHU�ZLWKRXW�SD\LQJ�WKHP��
��� :KLOH� DQ� LQVWUXPHQWDO� YDULDEOH� HVWLPDWRU� PLJKW� EH� D� EHWWHU� RSWLRQ� WR� UHWULHYH� WKH� FDXVDO� HIIHFW� RI� ILUPV¶� QRQ�
FRPSOLDQFH�RQ�HPSOR\PHQW��WKH�ODFN�RI�D�VXLWDEOH�ILUP�OHYHO�LQVWUXPHQWDO�YDULDEOH�IRU�HPSOR\HU¶V�FRPSOLDQFH�GHFLVLRQV�
VXFK�VWUDWHJ\�LV�QRW�SRVVLEOH�LQ�WKH�SUHVHQW�FRQWH[W��
���$OVR�WKH�SUHVHQFH�RI�PHDVXUHPHQW�HUURU�LQ�WKH�OHYHOV�RI�QRQ�FRPSOLDQFH�LV�OLNHO\�WR�GULYH�WKH�HVWLPDWHG�HIIHFW�WRZDUGV�
]HUR��
���,67$7�FROOHFWV�GDWD�RQ�QHJRWLDWHG�JURVV�ZDJHV��LQFOXGLQJ�WD[�DQG�VRFLDO�VHFXULW\�FRQWULEXWLRQV�SDLG�E\�HPSOR\HHV��
LQ�DURXQG����FROOHFWLYH�DJUHHPHQWV��WKH�PRVW�UHSUHVHQWDWLYH�RQHV� LQ� WHUPV�RI�QXPEHU�RI�HPSOR\HHV�FRYHUHG��IRU� LWV�
GDWDEDVH�RQ�FROOHFWLYH�DJUHHPHQWV�DQG�FRQWUDFWXDO�ZDJHV��
���7KH� ,67$7�PLQLPXP�ZDJH�GDWD�DUH�FODVVLILHG�E\�1$&(�UHY����DW���GLJLW�FRGHV�XVLQJ�D�PDSSLQJ�HVWDEOLVKHG�E\�
,67$7��DQG�E\�1$&(�UHY����EHIRUH��������
���$OWHUQDWLYH�VRXUFHV�RI�LQIRUPDWLRQ�RQ�HDUQLQJV�LQ�,WDO\�DUH�DYDLODEOH�IURP�WKH�6WUXFWXUH�RI�(DUQLQJV�6XUYH\��6(6��RI�
(XURVWDW��RU�IURP�WKH�DGPLQLVWUDWLYH�DUFKLYHV�RI�WKH�,WDOLDQ�VRFLDO�VHFXULW\�LQVWLWXWH��,136���:KLOH�DGPLQLVWUDWLYH�GDWD��
FRPSDUHG�WR�WKH�/)6��SURYLGH�PRUH�SUHFLVH�LQIRUPDWLRQ�RQ�LQGLYLGXDOV¶�HDUQLQJV��E\�EHLQJ�ILOOHG�LQ�E\�WKH�HPSOR\HU�
WKH�LQIRUPDWLRQ�LV�XQOLNHO\�WR�UHSRUW�LUUHJXODU�ZRUNHUV�RU�ZDJHV�DQG�KRXUV�RI�ZRUN�WKDW�DUH�QRW�LQ�OLQH�ZLWK�WKRVH�VHW�LQ�
WKH�FROOHFWLYH�DJUHHPHQWV�RU�UHJXODWHG�E\�/DZ��7KH�6(6��LQVWHDG��LV�UHVWULFWHG�WR�ILUPV�ZLWK�PRUH�WKDQ����HPSOR\HHV�LQ�
WKH�EXVLQHVV�VHFWRU��KHQFH�LW�H[FOXGHV�PLFUR�ILUPV�DQG�WKH�DJULFXOWXUH�VHFWRU�ZKHUH�QRQ�FRPSOLDQFH�LV�PRUH�SUHYDOHQW��
���1RWH�WKDW�PHDVXUHPHQW�HUURU�LQ�ZDJH�DQG�HDUQLQJV�GDWD�DV�UHSRUWHG�LQ�VXUYH\V�KDV�EHHQ�IRXQG�WR�EH�QRQ�FODVVLFDO�DQG�
PHDQ�UHYHUWLQJ��ZKLFK�OHDQV�WKDW�ORZ�SDLG�ZRUNHUV�W\SLFDOO\�WHQG�WR�RYHUHVWLPDWH�ZDJHV�DW�WKH�ERWWRP�RI�WKH�GLVWULEXWLRQ��
VHH�*RWWVFKDON�DQG�+X\QK���������WKLV�ZRXOG�SUREDEO\�ELDV�WKH�QXPEHU�RI�XQGHUSDLG�ZRUNHUV�GRZQZDUGV��0RUHRYHU��
*DUQHUR��������KDV�VKRZQ�WKDW�WKH�GLVWULEXWLRQ�RI�ZDJHV�LQ�/)6�LV�LQ�OLQH�ZLWK�WKDW�RI�DGPLQLVWUDWLYH�VRXUFHV�DQG�QRQ�
FRPSOLDQFH�GLVSOD\V�WKH�VDPH�SDWWHUQV�DFURVV�ILUP�VL]H�DQG�UHJLRQV��
���$OWHUQDWLYHO\��LQ�WKH�H[WUHPH�FDVH�ZKHUH�LQGLYLGXDO�ZDJHV�DUH�XQGHUHVWLPDWHG�DQG�KRXUV�RI�ZRUN�RYHUHVWLPDWHG��WKLV�
ZLOO�DOORZ�D�íௗ���PDUJLQ�RI�HUURU�IRU�ZDJHV�DQG��ௗ���PDUJLQ�RI�HUURU�IRU�KRXUV�RI�ZRUN��$OVR�QRWH�WKDW�DQRWKHU�VRXUFH�
RI� HUURU� FRXOG� FRPH� IURP� WKH� ERWWRP� FRGLQJ� RI�ZDJHV� LQ� WKH� /)6� �WRS� FRGLQJ� LV� QRW� UHOHYDQW� IRU� XQGHUSD\PHQW���



���

�
+RZHYHU��ERWWRP�FRGLQJ�LV�VHW�DW�DW�����HXURV�PRQWK�ZKLFK�LV�ZHOO�EHORZ�DQ\�QHJRWLDWHG�PLQLPXP�ZDJH��DQG�WKHUHIRUH��
XQOLNHO\�WR�DIIHFW�RXU�HVWLPDWLRQ�RI�WKH�KHDGFRXQW�RI�XQGHUSDLG�ZRUNHUV��
���7KH�PDJQLWXGH�RI�WKH�HVWLPDWHV�LV�DERXW�KDOI�ZKHQ�UHJUHVVLRQV�DUH�ZHLJKWHG�E\�WKH�VL]H�RI�WKH�LQGXVWU\�UHJLRQ�FHOO�LQ�
������VHH�7DEOH�$���LQ�WKH�$SSHQGL[��
���6WDQGDUG�HVWLPDWHV�RI�RZQ�ZDJH�HODVWLFLW\�RI�ODERXU�GHPDQG��DW�WKH�PHDQ��RU�PHGLDQ��ZDJH��IDOO�ZLWKLQ�WKH�UDQJH�RI�
�����WR���������
���,Q�D�QXPEHU�RI�H[HUFLVHV��ZH�DOVR�H[SHULPHQWHG�DGGLQJ�DQ�LQWHUDFWLRQ�WHUP�EHWZHHQ�QRQFRPSOLDQFH�DQG�ZDJH�IORRU��
DV�RQH�PD\�H[SHFW�WKDW�ZDJH�IORRU�DQG�QRQ�FRPSOLDQFH�LQWHUDFW�LQIOXHQFLQJ�WKH�WUDGH�RII�ZLWK�HPSOR\PHQW�OHYHOV��7KH�
LQWHUDFWLRQ��KRZHYHU��QHYHU�WXUQHG�RXW�WR�EH�VWDWLVWLFDOO\�VLJQLILFDQW��
���'DWD�RQ�WKH�GXUDWLRQ�RI� ODERXU�FRXUW�SURFHHGLQJV�DW�UHJLRQDO� OHYHO�DUH�SURYLGHG�E\�WKH�,WDOLDQ�0LQLVWU\�RI�-XVWLFH�
DYDLODEOH�DW�KWWSV���ZZZ�JLXVWL]LD�LW�JLXVWL]LD�LW�PJB�B���SDJH���
���7KLV�PHWKRG�LV�DOVR�XVHG�E\�WKH�,WDOLDQ�0LQLVWU\�RI�-XVWLFH�DQG�E\�WKH�,WDOLDQ�6WDWLVWLFDO�2IILFH��,VWDW��WR�HVWLPDWH�WKH�
GXUDWLRQ�RI�SURFHHGLQJV�ZKHQ�DFWXDO�GDWD�DUH�QRW�DYDLODEOH��
���1RWLFH�WKDW�HQIRUFHPHQW�WKURXJK�ODERXU�FRXUW�LV�JHQHUDOO\�GLIILFXOW��VLQFH�WKH�ZRUNHU�LV�H[SHFWHG�WR�VWDUW�WKH�ZKROH�
SURFHVV�E\�VXLQJ�WKH�HPSOR\HU�LQ�WKH�ILUVW�SODFH��0RUHRYHU��³SLUDWH�DJUHHPHQWV´�PDNH�HQIRUFHPHQW�SDUWLFXODUO\�FRPSOH[�
DQG� XQFHUWDLQ�� DV� LW� LV� QRW� DOZD\V� FOHDU�ZKLFK� FROOHFWLYH� DJUHHPHQW� VKRXOG� EH� XVHG�� WKXV� JLYLQJ� JURXQG� WR� IXUWKHU�
OLWLJDWLRQV�DQG�DSSHDOV��
���6LPLODUO\��WKH�UHVXOWV�DSSHDU�WR�EH�VRPHZKDW�ODUJHU�LQ�UHJLRQV�ZLWK�KLJKHU�XQHPSOR\PHQW��ORZHU�SURGXFWLYLW\�DQG�
ORZHU�ZDJHV�WKDQ�LQ�UHJLRQV�ZLWK�ORZHU�XQHPSOR\PHQW��KLJKHU�SURGXFWLYLW\�DQG�KLJKHU�ZDJHV��6HH�7DEOH�$���LQ�WKH�
$SSHQGL[��
���,WDO\�H[SHULHQFHG�D�GRXSOH�GLS�FULVLV��*'3�JURZWK�IHOO�LQ�����������GXULQJ�WKH�JOREDO�ILQDQFLDO�FULVLV�DQG�WKHQ�DJDLQ�
LQ�����������ZLWK�WKH�(XURSHDQ�VRYHUHLJQ�FULVLV��6LQFH�������*'3�KDV�EHHQ�VORZO\�UHFRYHULQJ��
��� 7R� IXOO\� H[SORLW� WKH� WLPH� YDULDWLRQ� RI� WKH� FULVLV�� ZH� UXQ� DQ� HYHQW� VWXG\�W\SH� DQDO\VLV� DQG� IRXQG� QR� VLJQLILFDQW�
GLIIHUHQFHV�RYHU�WLPH��UHVXOWV�DYDLODEOH�XSRQ�UHTXHVW���


