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Table 6 Restaurant-level impacts on employment from OLS regressions

In(Headcount) In(FTE)

(1 (2) (3) (4)
DDspring 0.029 0.038 -0.046 -0.041

(0.062) (0.061) (0.060) (0.059)
DDsummer 0.093 0.102 0.021 0.026

(0.062) (0.065) (0.058) (0.059)
spring -0.047 -0.050 -0.055 -0.058

(0.039) (0.042) (0.034) (0.038)
Ssummer -0.003 -0.006 -0.022 -0.025

(0.042) (0.046) (0.036) (0.040)
Controls N Y N Y
R? 0.054 0.068 0.062 0.066
N restaurants 94 94 88 88

Notes: OLS regression coefficients reported. In columns (1) and (2), the outcome is the natural logarithm of headcount employment by restaurants. In columns (3) and (4), the
outcome is the natural logarithm of FTE employment, which is based on reported work-time information for each employee and computed only for restaurants with
complete working time data. All specifications include restaurant fixed effects and period fixed effects. Columns (2) and (4) include control variables “Daily meals served
(Mon-Thu)" and "Daily meals served (Fri-Sun).” We exclude data for managers and members of their family from the estimation. Robust standard errors clustered at the
restaurant level reported in parentheses. *, **, and *** denote statistical significance at 10%, 5%, and 1%, respectively

mum wage regulation has significantly reduced the num-
ber of low-wage employees in Neuchatel. Second, this
decline has been compensated by a significant increase in
the number of employees paid just above minimum wage.
This suggests that employment is not used as a margin of
adjustment by restaurants in Neuchétel, which is consis-
tent with a large body of empirical research. Comparing
summer 2017 and expectations about 2018 employment,
our data even suggest a small increase of restaurant-level

employment. Third, the data indicate the presence of rip-
ple effects, whereby some workers with pre-treatment
wages above the regulatory minimum are pushed into
higher wage bins (see Fig. 6, panel a, and Fig. 7, panels a
and ¢).

While our survey provides a first set of empirical
results on how restaurants are affected by minimum wage
regulation in Neuchatel, causal interpretation of our DD
results is subject to a number of limitations. First, a DD

Table 7 Impacts on workforce composition (within restaurant shares) from OLS regressions

Part-time workers

Workers without qualification

Young workers (<25 years old)

(1) (2) (3) (4) (5) (6)
DDspring —-0.005 0.004 0.047 0.057 -0.029 -0.030
(0.055) (0.054) (0.038) (0.039) (0.065) (0.067)
DDsummer —0.005 0.004 0.054 0.065* -0.022 -0.024
(0.055) (0.055) (0.037) (0.038) (0.059) (0.060)
8spring 0.073* 0.076* 0.006 -0.009 -0.022 -0.023
(0.040) (0.040) (0.020) (0.021) (0.042) (0.046)
Ssummer 0.086** 0.089** 0.014 -0.002 0.008 0.007
(0.040) (0.042) (0.020) (0.020) (0.033) (0.037)
Controls N Y N Y N Y
R? 0.078 0.124 0.057 0.099 0.014 0.015
N restaurants 94 94 94 94 94 94

Notes: OLS regression coefficients reported. In columns (1) and (2), the outcome the within-restaurant share of employees with part-time contracts. In columns (3) and (4), the
outcome is the share of employees without a professional degree. In columns (5) and (6), the outcome is the share of workers that are less than 25 years of age. All

specifications include restaurant fixed effects and time fixed effects. Columns (2), (4), and (6) include control variables “Daily meals served (Mon-Thu)” and “Daily meals served
(Fri-Sun).” We exclude data for managers and members of their family from the estimation. Robust standard errors clustered at the restaurant level reported in parentheses. *,

** and *** denote statistical significance at 10%, 5%, and 1%, respectively
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In(Price soda) In(Price coffee) In(Price daily special)
(1) (2) (3) (4) (5) (6)
DDpost -0.002 0.0003 0.007 0.008 0.003 0.003
(0.009) (0.009) (0.008) (0.009) (0.006) (0.006)
Spost 0.008 0.006 -0.003 -0.004 0.004 0.004
(0.005) (0.006) (0.008) (0.007) (0.004) (0.004)
Controls N Y N Y N 4
R? 0.022 0.049 0.009 0016 0.047 0.049
N restaurants 94 94 94 94 91 91

Notes: OLS regression coefficients reported. In columns (1) and (2), the outcome is the natural logarithm of the price of a 3dl soda. In columns (3) and (4), the outcome is the
natural logarithm of the price of a coffee. In columns (5) and (6), the outcome is the natural logarithm of the price of the daily special. All specifications include restaurant and
period fixed effects, and columns (2), (4), and (6) include control variables “Daily meals served (Mon-Thu)" and “Daily meals served (Fri-Sun).” Robust standard errors clustered

at the restaurant level reported in parentheses. *, **

approach requires an assumption that restaurants in con-
trol districts can inform a counterfactual for restaurants in
Neuchétel. In other words, the changes observed in con-
trol districts must be informative about what would have
happened in Neuchatel in the absence of minimum wage
regulation. This assumption motivates our choice of geo-
graphically proximate regions (Allegretto et al. 2017), and
Fig. 2 provides some evidence that the regions considered
follow similar unemployment trends. However, this evi-
dence is only indirect, and our data does not allow us to
directly test whether this assumption holds for the set of
outcomes we consider.

A second potential caveat associated with the use of
control districts to estimate counterfactual outcomes is
that it necessitates an assumption of no spillovers across
regions. This assumption would be violated if restau-
rants in control districts were also affected by the reg-
ulation, which could be the case if they draw their
labor force on the same local labor market, for exam-
ple. While our results suggest that wages have increased
in control districts over the period we consider, evidence
from the distribution of hourly wages in control districts
(Fig. 6, panel b) shows little evidence about a systematic
response by restaurants with workers below the regula-
tory minimum imposed in Neuchatel. However, because
cross-border spillovers would tend to bias our estimates
towards zero, DD estimates should be interpreted with
caution.

Finally, anticipation effects may also affect our results.
As discussed above, minimum wage regulation was ini-
tially supported by voters as early as 2011, and the decision
of the Supreme Court came before the first wave of the
survey. Some restaurants in Neuchétel may have antic-
ipated enforcements of the regulation before the first
wave of our survey. In turn, adjustments before the first
wave of the survey would imply that our results tend to
underestimate the true effects of minimum wage regula-
tion in the canton of Neuchatel.

,and *** denote statistical significance at 10%, 5%, and 1%, respectively

6 Concluding comments

In this paper, we have provided a first set of quantita-
tive results on how restaurants in the Swiss canton of
Neuchatel are affected by the introduction of minimum
wage regulation. We have designed a two-wave survey
administered in Neuchétel and geographically proximate
districts of neighboring cantons, allowing us to gather
rich firm-worker data, including detailed employee-level
characteristics. Based on this, we have quantified the bite
of minimum wage regulation for the restaurant indus-
try in Neuchatel, one of the most exposed sector in this
canton, and documented how wages, employment, work-
force composition, and prices changed after enforcement
of minimum wage regulation.

The main objective of this work has been to provide
empirical evidence that can be informative in the Swiss
context. This is important because several other Swiss
cantons are in the process of voting or contemplating the
introduction of minimum wage regulation. We emphasize
that the level of minimum wage introduced in Neucha-
tel is relatively close to the CLA, which implies small
adjustments for restaurants. Further empirical evidence,
including from other data sources, is therefore warranted.

In particular, we report some evidence that the share
of part-time workers has increased after the introduc-
tion of the policy. Whether this adjustment mechanism
is important quantitatively and statistically remains an
open question. Moreover, our data shows that restau-
rants in Neuchétel with pretreatment wages below the
regulatory minimum have a lower ratio of meals served
to seating capacity. This could suggest that restaurants
affected by minimum wage regulation are less profitable
to start with, so that regulation could affect industry
dynamics over the longer run. Results from our survey
therefore only provide a first step in understanding mini-
mum wage regulation in Switzerland and should be com-
plemented by additional long-run evidence on industry
dynamics.
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Estimation sample

Missing observations

N N Mean N Mean Diff. T-stat
Restaurants with missing wage data
Headcount employment 107 94 477 13 5.00 0.23 (0.23)
Part-time workers 107 94 0.52 13 036 -0.16 (-1.40)
Workers without qualification 107 94 0.74 13 0.60 -0.15 (-1.38)
Young workers (< 25 years old) 107 94 0.19 13 0.21 0.02 (0.23)
Price 3dl soda 107 94 3.69 13 3.52 -0.16 (-1.64)
Price coffee 107 94 352 13 352 -0.01 (-0.10)
Price daily special 104 91 17.78 13 16.62 -1.16* (-1.67)
Seating capacity 107 94 100.46 13 114.23 13.77 (0.64)
Daily meals served (Mon-Thu) 105 94 4491 11 88.18 4327 (1.25)
Daily meals served (Fri-Sun) 103 94 56.46 9 101.67 4520 (1.24)
Restaurants with missing work-time data

Headcount employment 107 88 474 19 5.05 031 (0.29)
Part-time workers 107 88 0.51 19 0.46 -0.05 (-0.58)
Workers without qualification 107 88 0.73 19 0.73 0.00 (0.04)
Young workers (< 25 years old) 107 88 0.22 19 0.07 —0.15%** (-3.29)
Price 3dl soda 107 88 3.68 19 3.59 -0.09 (-1.28)
Price coffee 107 88 353 19 348 -0.04 (-0.89)
Price daily special 104 86 17.80 18 16.86 -0.94 (-1.63)
Seating capacity 107 88 99.58 19 113.95 14.37 (0.67)
Daily meals served (Mon-Thu) 105 88 4952 17 49.03 -049 (-0.04)
Daily meals served (Fri-Sun) 103 88 60.31 15 61.00 0.69 (0.03)

Notes: This table reports balance tests for restaurants with missing data for wages and work-time percentages, using pre-treatment data from the first wave of the survey.
Excludes data for managers and members of their family. Workers without qualification are employees without a professional degree. Heteroskedasticity-robust t-statistics

reported. *, **, and *** denote statistical significance at 10%, 5%, and 1%, respectively
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Control group Treatment group: Neuchatel Counterfactual Treatment
Pre-treatment Post-treatment Pre-treatment Post-treatment distribution effect
Wage bin (CHF) E’C(TRL, pre eI((.'TRL, pre EI(.('TRL, post e’éTRL, post EII§IE, pre ellflE, pre E II\(IE, post eililE, post éll:lE, post P k
Spring 2018
-2 15.78-17.77 3 0.012 2 0.008 12 0.063 2 0.011 0.059 -0.049
-1 17.78-19.77 30 0.122 23 0.093 24 0.127 7 0.037 0.099 -0.061
0 19.78-21.77 67 0.272 70 0.285 52 0.275 71 0376 0.287 0.088
1 21.78-23.77 47 0.191 49 0.199 35 0.185 27 0.143 0.193 -0.050
2 23.78-25.77 63 0.256 57 0.232 33 0.175 33 0.175 0.150 0.024
3 25.78-27.77 19 0.077 18 0.073 21 0.111 17 0.090 0.107 -0.017
4 27.78-31.77 5 0.020 8 0.033 10 0.053 10 0.053 0.065 -0.012
5 31.78+ 12 0.049 12 0.049 2 0.011 2 0011 0.011 0.000
Total 246 1.00 239 0972 189 1 169 0.894 0.972 -0.077
Summer 2018
-2 1578-17.77 3 0.012 2 0.008 12 0.063 2 0.011 0.059 -0.049
-1 17.78-19.77 30 0.122 29 0.118 24 0.127 9 0.048 0.123 -0.075
0 19.78-21.77 67 0.272 70 0.285 52 0.275 83 0439 0.287 0.152
1 21.78-23.77 47 0.191 49 0.199 35 0.185 28 0.148 0.193 -0.045
2 23.78-25.77 63 0.256 59 0.240 33 0.175 39 0.206 0.158 0.048
3 25.78-27.77 19 0.077 19 0.077 21 0.111 20 0.106 0.111 -0.005
4 27.78-31.77 5 0.020 7 0.028 10 0.053 10 0.053 0.061 -0.008
5 31.78+ 12 0.049 12 0.049 2 0.011 2 0011 0.011 0.000
Total 246 1.00 247 1.00 189 1 193 1.021 1.004 0.017

Notes: This table reports employee-level data across survey waves and sampling areas. The support of the wage distribution is discretized in bins of CHF
2 centered around the regulatory minimum of Wy, = 19.78 (for example, bin 0 includes all employees with hourly wages between CHF 19.78 and
21.77). E,kr is the number of employees in bin k, region r = {NE, CTRL}, and at time t = {pre, post}. efr = E,kr/E,,p,s where E; e denotes pre-treatment total
employment in region r (see equation 2). The counterfactual distribution éﬂﬁpm estimates the wage distribution that would have prevailed if Neuchatel
had not introduced the regulation and the evolution of the distribution would have been the same as in control areas (see equation 3). The difference
between actual and counterfactual post-treatment wage distributions is p¥ (see equation 4). Excludes data for managers and members of their family
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Appendix C Restaurant-level impacts for linear specifications

Table 11 Restaurant-level impacts on employment from OLS regressions (linear specifications)

Headcount FTE

(M (2 (3) (4)
DDspring -0.232 -0.216 -0.335 -0.312

(0.290) (0.247) (0.218) (0.202)
DDsummer 0.054 0.070 -0.111 -0.088

(0.255) (0.264) (0.201) (0.204)
spring -0.095 -0.055 -0.166 -0.190

(0.198) (0.181) (0.112) (0.118)
Ssummer 0.119 0.160 -0.029 -0.053

(0.208) (0.206) (0.142) (0.148)
Controls N Y N Y
R? 0.050 0.072 0.079 0.084
N restaurants 94 94 88 88

Notes: OLS regression coefficients reported. In columns (1) and (2), the outcome is headcount employment by restaurants. In columns (3) and (4), the outcome is FTE
employment, which is based on reported work-time information for each employee and computed only for restaurants with complete working time data. All specifications
include restaurant fixed effects and period fixed effects. Columns (2) and (4) include control variables “Daily meals served (Mon-Thu)” and “Daily meals served (Fri-Sun).” We
exclude data for managers and members of their family from the estimation. Robust standard errors clustered at the restaurant level reported in parentheses. *, **, and ***
denote statistical significance at 10%, 5%, and 1%, respectively
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Table 12 Restaurant-level impacts on prices from OLS regressions (linear specifications)

Price soda Price coffee Price daily special
(1) (2) (3) (4) (5) (6)
DDpost -0.007 0.001 0.021 0.024 0.049 0.049
(0.033) (0.032) (0.030) (0.033) (0.101) (0.108)
Spost 0.029 0.021 -0.007 -0.011 0.073 0.069
(0.018) (0.023) (0.027) (0.026) (0.069) (0.078)
Controls N Y N Y N Y
R? 0.022 0.055 0.007 0.013 0.044 0.046
N restaurants 94 94 94 94 91 91

Notes: OLS regression coefficients reported. In columns (1) and (2), the outcome is the price of a 3dl soda. In columns (3) and (4), the outcome is the price of a coffee. In
columns (5) and (6), the outcome is the price of the daily special. All specifications include restaurant fixed effects and columns (2), (4), and (6) include control variables “Daily
meals served (Mon-Thu)” and “Daily meals served (Fri-Sun).” Robust standard errors clustered at the restaurant level reported in parentheses. *, **, and *** denote statistical

significance at 10%, 5%, and 1%, respectively
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