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Minimum Wage and Export of Chinese Multi—product Firms: Cost Effect or
Incentive Effect
YUAN Jin, MA Shuang

(School of Economics and Statistics, Guangzhou University, Guangzhou 510006, China)

Abstract: It is of great practical significance to study the impact of rising labor costs on the export of
various products. A rise in the minimum wage may not only increase the production cost of firms, but also push
them to adjust the export scale of internal products by forcing firms to improve productivity, which will eventually
affecting export performance. This paper incorporated the cost pressure and productivity improvement effect into the
multi-product framework of Bernard et al.(2011) to explore the impact of minimum wage on the export performance
of multi-product firms. Based on matched customs data and industrial enterprises data from 2002 to 2013, it is
found that: (DThe rise of minimum wage has promoted the growth of the export volume of firmes’ continuous
export products. A 1% increase in the minimum wage led to an increase of about 0.09% in the export volume of
products. @The rise of minimum wage encourages firms to improve labor productivity, and the positive impact of
incentive effect on product export is significantly greater than the negative impact of cost increase. @Afler the rise
of the minimum wage, by optimizing the product portfolio, on the one hand, firms take advantage of the low cost
of their core products to realize the growth of “destination country expansion margin”. On the other hand, they try
to expand the product export of the existing market and seek the growth of “intensive margin” on non-—core
products. Therefore, the rise of the minimum wage will not inhibit the export of products within firms. This policy
is still one of the policies worthy of attention in the process of socialist modernization, which draws a beautiful
blueprint for common prosperity.
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JEL Classification: FE24 F16 J31

(FAE% 5, # 9)

79



