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Will the Minimum Wage Restrain Entrepreneurship?
An Empirical Study Based on Micro-evel Evidence from China

WU Qunfeng' JIANG Wei’
(1. School of Economics Peking University Beijing 100871 China;

2. School of International Business Southwestern University of Finance and Economics Chengdu 611130 China)

Abstract: This paper constructs an entrepreneurial selection model containing minimum wage and entrepreneur ability
puts forward theoretical hypotheses and theoretically discusses the effect of minimum wage standards and entrepreneurial abili-
ty on entrepreneurial activities. Furthermore we use the China Household Finance Survey data in 2011 to verify our theoreti—
cal results through econometric models. Both of our theoretical propositions and empirical results suggest that minimum wage
standard significantly suppresses entrepreneurial activities in each region. Minimum wage standard not only lowers the willing—
ness to do entrepreneurship activities but also reduces the scale of entrepreneurship. Our empirical results also show that
minimum wage’ s suppression effect on entrepreneurial activities varies across different types of entrepreneurial origins and dif—
ferent industries. Entrepreneurial activities in service industries are much more negatively affected by minimum wage than
manufacture or in architecture industry. Minimum wage also has a deeper suppression effect in those entrepreneurial activities
started by entrepreneur themselves or by partnership.

Key words: minimum wage standard; entrepreneurial activity; entrepreneurial ability; heterogeneity effect; cost effect



