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The Minimum Wage and the Existence of Monopsony in the Labor Market
The Employment Effect of Minimum Wages on Workers:

A Case Study of the Yangtze River Delta Region

LI Xiaochun, DONG Zheyu
(School of Business, Nanjing University, Nanjing 210093, China)

Abstract; Based on the model of monopsony, this article explores the effect of minimum wages on labor in the developing
countries in which the economy is developing rapidly. We take the Yangtze River Delta region as an example to analyze the em-
ployment effect of minimum wages on workers. The empirical study of statistical data from China Industry Business Performance
Data demonstrates that the increase of minimum wages could contribute to employment of workers in Shanghai and Zhejiang
where there is a lower ratio of the minimum wage to the urban average wages ,but hinders the employment of workers in Jiangsu
where there is a higher ratio of minimum wages to the urban average wages. We also find that the increase of minimum wages in
Shanghai could create more jobs than in Zhejiang. In addition, the rise in the minimum wage has a major impact on small busi-
nesses and private enterprises.

Key Words: minimum wages; continuous buyer’s monopoly; labor market; Yangtze River Delta employment; employment

policy; population flow; migrant workers; urbanization; migrant workers employment; labor demand elasticity
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