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Abstract

In Argentina, the national minimum wage (NMW) coexists with sectoral wage
floors (WF) established through collective bargaining agreements (CBA). These
WFs exceed the NMW for most registered workers, rendering the minimum wage
largely ineffective. Using novel data on union-negotiated wages combined with
administrative records, this paper analyzes the impact of WFs set in CBAs on
employment, wages, and wage inequality among formal workers. The analysis
is conducted at both the industry and individual levels, utilizing a fixed-effects
model by year and sector and a linear probability model based on individual
worker trajectories. Results indicate that CBAs reduce overall wage inequality
by decreasing inequality at the upper end of the distribution without affecting the
lower end. No significant employment effects are found, except for a negative
impact in sectors with a higher proportion of small firms (MSMEs). However, at
the worker level, CBAs reduce the probability of remaining employed for work-
ers near the wage floors, with more negative effects observed in MSMEs. Finally,
CBAs’ positive effect on wage increases and negative effects on employment are
more pronounced in unfavorable macroeconomic conditions.
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1 Introduction

Labor income is the main source of household income in Latin America, representing, on aver-
age, 70% of the total. The importance of wages as determinants of social well-being is evident
to a greater or lesser extent across all socioeconomic groups. Therefore, the existence of mech-
anisms that guarantee minimum wage levels for favorable living conditions is central both as
a welfare policy and as a redistributive policy.

There are several labor institutions that aim to ensure these wage floors. In particular, the
establishment of a national minimum wage (NMW) is one of the most widely implemented
policies to ensure a minimum income threshold. In Argentina, the national minimum wage
policy coexists with sectoral wage floors determined through collective bargaining. These two
labor institutions thus become key mechanisms for ensuring wage income, reducing inequal-
ity, and extending labor protection. Specifically, sectoral wage floors (WF) are established for
different unions and are often set above the value of the NMW. This means that for the vast
majority of registered wage earners, the NMW is not operational. In this context, the wage
evolution of many workers is determined by the agreements reached in Collective Bargaining
Agreements (CBA), and it is therefore expected that wage inequality and employment may be
affected by this labor institution.

Empirical evidence on labor institutions is mostly focused on the effects of the minimum
wage and shows that this institution reduces wage inequality without having harmful effects
on employment (Autor et al., 2016; Cengiz et al., 2019; Neumark and Corella, 2021).1 While
there is some connection between this institution and collective bargaining, as both set min-
imum income thresholds, sectoral wage floors are negotiated between unions and compa-
nies, so their final effects on wage inequality and employment are not analogous to those of
a government-imposed minimum wage. Despite their relevance, empirical evidence on col-
lective bargaining is not as widespread and is currently a topic of great academic interest.
Available studies to date suggest that unions and collective bargaining reduce inequality (Far-
ber et al., 2021; Card and Cardoso, 2022, among others). Furthermore, for Argentina, there are
descriptive studies that suggest that collective bargaining is more relevant than the NMW, at
least in terms of guiding the wage structure (Marshall, 2019; Alejo and Casanova, 2016).

1 The literature analyzing the scope of NMWs as redistributive policies is extensive, both for devel-
oped countries and Latin America. For Latin America, evidence shows that increases in the minimum
wage tend to have equalizing effects, primarily on the wages of formal workers, although the effects vary
depending on the initial level, the magnitude of the increases, and the degree of enforcement (Maloney
and Mendez, 2007; Bosch and Manacorda, 2010; Alves et al., 2012; Borraz and Gonzélez-Pampillén, 2017;
Engbom and Moser, 2021). However, a particular emphasis in recent literature is that the effectiveness
of this policy in setting a minimum income threshold and reducing inequality is strongly linked to its
impacts on employment. Far from being conclusive about the standard prediction that minimum wages
negatively affect employment, empirical evidence has shown in many cases null or even positive effects
(Card and Krueger, 1994; Dickens et al., 1999; Dube et al., 2010; Meer and West, 2016; Jardim et al., 2018;
Neumark, 2018; Cengiz et al., 2019; Dustmann et al., 2022). Although some studies find negative impacts
(Grau etal., 2011; Borraz and Gonzalez-Pampillén, 2017), others argue that there are no effects on employ-
ment (Lemos, 2009; Grau et al., 2011). For studies on the minimum wage in Argentina, see for example:
Maurizio and Vazquez (2016) and Arcididcono (2015).
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From a theoretical perspective, the effects of the WF setting on both inequality and em-
ployment are not straightforward. Regarding inequality, increases in WFs are expected to affect
wage dispersion by reducing the importance of personal characteristics in wage determination,
standardizing wages within collective bargaining agreements based on job characteristics and
seniority (Freeman, 1980). Similarly, they may reduce wage differentials at the extremes of the
distribution by dampening returns to observable and unobservable skills (such as education).?

A second mechanism cited in the literature suggests that since unions are voluntary mem-
bership organizations that represent the ideological roots of their members, they tend to pursue
egalitarian wage policies through CBAs (Boeri and Van Ours, 2013). Additionally, the literature
has argued that unions induce firms to share rents derived from market power with workers.
Although globalization, technological change, and deregulation may have reduced the avail-
able rents for redistribution, unions may still have room to shift the distribution of remaining
rents between workers and firms through collective bargaining (Abowd and Lemieux, 1993;
Abowd, 1989; Rose, 1987). In this context, recent studies have documented, at the firm and
establishment levels, the existence of wage premiums (Song et al., 2019; Card et al., 2013; Barth
et al., 2016), with unionized establishments enjoying higher premiums (Hirsch and Mueller,
2020). Hence, it is possible that WFs improve the wages of workers at the lower end of the
distribution, although the magnitude of the decline in lower-end inequality may be limited
by spillover effects to higher percentiles of the distribution. At the same time, if formal jobs
were destroyed and those jobs belonged to the most vulnerable workers, observed formal wage
inequality could compress as a consequence of the loss of low-paying jobs.

A key aspect to consider when thinking about the expected theoretical effects on employ-
ment is the underlying market structure. Under conditions of perfect competition, and con-
sidering WFs as minimum thresholds that firms face when defining their employment levels,
increases in WFs could have harmful effects on employment. In the presence of unions, the
classic theoretical framework suggests that unions are monopolistic sellers of labor to firms,
reducing employment levels in exchange for higher wages. However, recent literature has par-
ticularly focused on the idea that in non-competitive labor markets, the imposition of minimum
thresholds and/or the existence of unions and collective bargaining does not necessarily have
harmful effects on employment levels. Thus, in monopsonistic labor markets, union bargain-
ing could raise workers” wages to their efficiency level without generating negative impacts on
jobs (Manning, 2011; Naidu et al., 2018; Corella, 2020; Azar et al., 2019).

Thus, the ultimate impact on wage inequality and employment is theoretically ambigu-
ous, leaving it to empirical research to discern the direction of the effect. This presents a new
challenge, particularly given the scarcity of direct evidence on the labor market consequences
of wage floors in developing countries. A first contribution is thus towards this literature,
recently expanded for developed countries and with limited development for the region.?

Specifically, this paper analyzes the effects of sectoral wage floors set through collective

bargaining on employment, wages, and wage inequality among formal workers in Argentina.

2 The results in Vogel (ming) indicate that the minimum wage has effects in this direction.
3 For the case of Uruguay, see Blanchard et al. (2021).
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To answer this question, we constructed a comprehensive and novel database. For the first
time, we combined information on wage floors (agreed upon in the collective agreements) of
Argentina’s most important unions with administrative data on formal sector employees. Al-
though these data are frequently published by the Ministry of Labor (MTEySS), in this paper,
a correspondence was constructed between the country’s main unions and the ISIC Revision
4 classification to obtain the sectoral wage floors associated with Argentina’s most relevant
unions. Combining wage floor data that varies by sector with administrative records of indi-
viduals’ labor trajectories allows us to create an innovative database that reflects the second
central contribution of this work.

Using the above data, we exploit the variation in sectoral wage floors among different
unions in Argentina over time through a Two-Way Fixed Effects (TWFE) model. The results
indicate that collective bargaining reduces overall wage inequality and inequality at the upper
end of the distribution but does not have equalizing effects at the lower end. This analysis is
complemented by a linear probability model based on individual workers’ trajectories. These
results suggest that collective bargaining reduces the probability of remaining employed for
workers near the wage floors. Furthermore, sectors with a higher proportion of small and
medium-sized enterprises (SMEs) and workers from these types of companies seem to experi-
ence more negative effects. It is also found that collective agreements play a more significant
role in wage increases when the macroeconomic context is more unfavorable, although this
may be more detrimental to employment.

The rest of the paper is organized as follows. Section 2 provides a brief description of how
labor relations function in Argentina, particularly collective bargaining between workers and
employers. Section 3 describes the data used, while Section 4 outlines the empirical strategy.
Section 5 shows the evolution of the wage floors and sectors analyzed, followed by the presen-
tation of results in Section 6. Section 7 concludes.

2 Collective Bargaining in Argentina: An Overview

In Argentina, as in many countries, two major wage determination institutions coexist: a na-
tional minimum wage and a system of collective bargaining. In the Argentine context, both
institutions are well-established, with the period from 2003 to 2015 characterized by strong
support and implementation of these mechanisms. While both are important for setting wages
for salaried workers, the role of the minimum wage seems to be relegated primarily to protect-
ing the incomes of precarious workers or those not covered by collective agreements (e.g., those
in the informal sector, as Lombardo et al. (2024) suggest), without serving as a clear reference
for collective bargaining. Thus, during much of this period, adjustments to the minimum wage
differed from negotiated wages, suggesting that the two institutions operated separately (Mar-
shall, 2019). As a result, for the vast majority of registered salaried workers, wages negotiated
in collective agreements play a more significant role in guiding their wage evolution.
Collective bargaining in Argentina is predominantly centralized, with most agreements



established at the industry level rather than at the company level. Historically, collective bar-
gaining agreements (CBAs) were set at the industry level, although during the 1990s, there was
a decentralization process that increased the relative importance of company-level agreements.
From 2003 onwards, this decentralization process began to reverse, so that during the period
from 2004 to 2015, between 64% and 73% of the collective agreements and contracts were nego-
tiated at the industry level, while the remainder were negotiated at the company level. When
expressed in terms of covered personnel, 95% of workers are covered by agreements negoti-
ated at the industry level, and only 5% of the total covered personnel are due to company-level
agreements.

In an industry-level agreement, guidelines are established that define the employment re-
lationship for workers and employers within that industry. In particular, each agreement ne-
gotiates the minimum wages that must be paid in the industry represented by the union. It
is important to note that these minimum wages are not uniform for all workers covered by
the agreement; rather, different wage floors are set for each occupational category within the
industry, with further differentiation between the basic wage of the agreement and additional
payments that may be negotiated, typically for seniority, attendance, night shifts, productivity,
among others. An important point is that the wage floors determined in collective agreements,
like all content included in these agreements, are mandatory for all workers in the industry or
company within the scope of the agreement, regardless of whether they are union members
or belong to the employer’s association. One of the main components of collective agreements
is the periodic renewal of wage brackets through agreements (Alejo and Casanova, 2016). Be-
cause the main content of CBAs is wage-related, they became one of the principal tools for
unions during the 2000s and 2010s, leaving little room for businesses to implement strategies
for flexibilization and individualized payments. (Palomino and Trajtemberg, 2006).

Another noteworthy aspect of the collective bargaining system is its wide coverage. Figure
1 shows the level and evolution of the coverage rate of CBAs, calculated as the ratio between
the personnel covered by collective agreements and the annual average number of private
salaried employment positions. As can be seen, after a transition period following Argentina’s
crisis in 2001 (when there was practically no collective bargaining and the few agreements that
were signed were at the company level), the coverage rate stands at around 65% on average.*
One point to highlight is the marked growth from 2004 onwards, in response to a proactive
stance by the government to streamline and resume these wage determination mechanisms,
as well as the increase in formal employment that occurred during those years as post-crisis

recovery.

* These values are similar to those presented by the ILO on its web page and to those of other studies
that have measured the coverage rate of collective bargaining agreements (e.g., Lombardo and Martinez-
Correa (2019)). The differences are due to the universe of registered workers considered in the different
sources.



Figure 1: Coverage rate of collective bargaining agreements
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Notes. The figure shows the evolution over time of the coverage rate of collective bargaining agreements.
It is calculated as the ratio between the personnel covered by homologated agreements and the annual
average number of private registered salaried employment positions.

Source. Own elaboration based on data from the Integrated Pension System (SIPA) and the Department
of Labor Studies and Relations of the Ministry of Labor, Employment, and Social Security (MTEySS).

Regarding the role of the state, in Argentina, bargaining is bipartite (unions and employ-
ers), although the government can intervene as a last resort since it has the authority to ho-
mologate the agreements reached. As Marshall (2019) points out, although there are no for-
mal guidelines from the government towards bargaining in Argentina, informal guidelines
were often established during the period under study. Most of them were associated with the
macroeconomic context, particularly controlling inflation, suggesting in some way caps on ne-
gotiated increases or longer terms for each agreement. While these guidelines seem to have
been successful in the early years, with accelerating inflation, unions demanded higher wage
increases to avoid losing purchasing power. Nevertheless, although the government’s role may
have taken a back seat in wages negotiated in CBAs, its role is more decisive in updating the
minimum wage, which may explain why negotiated wages have increased on average more
than the minimum wage. This can be observed in Figure 2, which shows the evolution of the
minimum wage along with the evolution of wage floors negotiated in agreements. Specifically,
an average of the wages of the lower category in each industry is presented, and an average
of the wages of the representative categories (those that group the largest number of workers)
of each economic activity. Additionally, the evolution of the median wage of registered private
sector workers is incorporated.

As shown in Figure 2, while in the first period (2001-2004) the minimum wage increased
more than the negotiated wages, this trend reverses from that date onward. This may be due
to the fact that, as Marshall (2019) suggests, both labor institutions operated independently.
Moreover, as mentioned earlier, although the minimum wage may have been an important

guide for determining the income threshold for the most precarious workers, it seems that the



Figure 2: Evolution of the minimum wage, negotiated wages, and formal private sector
wages. 2001-2015
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Notes. The figure shows the evolution of the national minimum wage, along with the average of the ne-
gotiated wages. Two averages of wage floors are presented. Each of these averages are first calculated
across the industries covered by each union (since a union may cover more than one industry) for the
unions with available collective bargaining data. Then, the average of these averages is calculated across
different unions. First, the average of the negotiated wages for the lower categories is presented (wage
for the lowest wage bracket of the various occupational categories in each industry); second the average
of the negotiated wages for the representative categories (wage of the wage bracket with the largest num-
ber of workers in the various occupational categories in each industry). The median wage of registered
workers for the private sector is also included. All values are expressed in constant pesos of 2011. The
national minimum wage and the negotiated wages are as of December of each year, while the median
wage is the annual average.

Source. Own elaboration based on SIPA and data from the Department of Labor Studies and Relations of
the Ministry of Labor, Employment, and Social Security (MTEySS).

wages negotiated in agreements play a more significant role in guiding wage evolution. Thus,
Figure 2 shows that the median wage of registered private sector jobs evolves similarly to the
wage floors of collective agreements, particularly from 2005 onwards, which seems to coincide
with the sharp increase in coverage rate presented in Figure 1. A relevant point to highlight
is that Figure 2 shows the average wage floors across different industries. However, there is
heterogeneity in the evolution of negotiated wages among different unions, both in level and
in variations achieved over the period, as discussed further in Section 5.



3 Data

This study uses two data sources: i) employment and wage data; and ii) wage floors data
from collective agreements. For employment and wage data, we use the Longitudinal Sample
of Registered Employment (MLER, for its acronym in Spanish) published by the Ministry of
Labor, Employment and Social Security (MTEySS, for its acronym in Spanish), based on ad-
ministrative records from the Argentine Integrated Pension System (SIPA, for its acronym in
Spanish). The MLER consists of monthly affidavit submitted by private sector companies to
the AFIP (Federal Administration of Public Revenues, for its acronym in Spanish) to determine
social security contributions for their employees, allowing us to track the labor trajectories of
registered individuals. It is representative of all individuals who held registered salaried em-
ployment between 1996 and 2015 and contains information on over 500,000 workers and more
than 1.4 million job records. By including the sector of activity of the employer, the data can
be aggregated at that level. It is important to note that these data refer to registered employ-
ment and do not distinguish between part-time and full-time jobs, as there is no information
on hours worked. Additionally, the MLER provides some worker characteristics, such as gen-
der and age, along with characteristics of the firm where the labor relationship is registered,
such as size (employment size brackets), company age, and the province (similar to US states)
where it operates. All workers aged 18 to 60 are considered, and the upper part of the wage
distribution is winsorized (by sector-year), assigning the 99th percentile wage value to those re-
porting wages above that value. For constructing the worker-month panel, each worker must
have a unique labor relationship per period. In cases where a worker reports two or more
simultaneous jobs, the labor relationship with the highest remuneration is selected.

For minimum wage data, we use information published by the MTEySS regarding wages
set in CBAs from 18 private sector unions for the period 2001-2021. The information published
by MTEySS comes from the compilation of agreements signed annually between unions and
employer chambers. Although there are a considerable number of unions signing agreements
annually (approximately 300), the MTEySS publishes data on those agreements it considers
most important in terms of worker representation.

It is important to note that each wage agreement defines different wage floors according
to the occupational category of each worker. For each industry where unions negotiate, the
MTEySS publishes information for two occupational categories: i) the lower category, which
includes the lowest wage scale of the various occupational categories in each industry; ii) the
representative category, which includes the largest number of workers in the industry (e.g.,
bricklayer in construction). For these two categories, the published wage floor is the “consol-
idated wage,” that consists of the basic wage, stipulated additional payments, and increases
decreed by the Executive Power, in case they were not included in the wage agreements or had
already been absorbed by increases. In presenting results, the reference wage floor used is the
consolidated wage for the representative category (abbreviated as CR), as it best represents the
minimum wages in each industry.

Finally, starting from union-level minimum wage data, a correspondence is established



at the industry level (using ISIC Revision 3 classification disaggregated to two, three, or four
digits, as appropriate). This allows us to combine negotiated wage floor data with employment
and wage information for each industry available in SIPA. The combination of these two data
sources provides a panel at the union (industry)/month level for the period 2001 to 2015, with
a total of 3060 observations.” The following table shows the correspondence between unions
and industries constructed to merge the data sources. The first column of Table 1 lists unions
as published in the MTEySS wage agreement information; columns 2 and 3 provide examples
of how this information is reported. Additionally, each row is matched with the ISIC code (Rev
3) that best corresponds to the union, as shown in column 4. Finally, all registered workers in
SIPA under the industries defined in column 4 are assigned the corresponding wage floor.®

Table 1: Correspondence between unions and ISIC industry codes

Wage floor
Union Dec-04 Dec-05 ISIC (Rev 3) Industry
Food 650 950 15
National Private Banks (ADEBA) 518 828 652
Footwear 670 960 192
Truck Drivers 1.039 1.545 6021
Wholesale & Retail 423 957 51-52
Construction 566 927 45
Sports and Civil Entities (UTEDyC) 678 958 910-924
Gastronomy 695 1.064 552
Graphic media 600 840 221-222
Mantaining & Janitors 50 110 7493
Metal-mechanicalworking 564 765 272
Plastics 766 954 252
Chemicals 596 1.222 232-241-2421-2422
Healthcare (non-hospitalization) 527 850 851
Security 584 900 7492
Textile 666 893 171-173
Passanger Transport N/A N/A 6022

Source. Own elaboration based on SIPA and data from the Department of Labor Studies and Relations of the
Ministry of Labor, Employment, and Social Security (MTEySS).

51t was not possible to associate a ISIC code to the “Doormen” union, so the panel contains informa-
tion from 17 unions.

6 As an example, the Truck Drivers union (row 4) was associated with the ISIC code (Rev 3) of 6021.
Subsequently, all labor relations registered in SIPA under the 6021 branch of activity were identified and
assigned a wage floor of $1039 for 2004.



4 Empirical Strategy

As mentioned in the previous section, after combining both data sources, we obtain a panel
of 17 sectors for the period 2001 to 2015, with monthly frequency.” Based on this, we exploit
the variability that exists between unions over time to analyze the effects of wage floors set in
collective bargaining agreements on wages, inequality, and employment. Specifically, we start
with a TWFE model to estimate the following equation:

Yst = & + Bfloorsy + s + 61 + 05 * time + A Xt + €54 (1)

Where ys; refers to the labor outcome for sector s at time t (in this case, wage levels at
different points in the distribution, wage inequality measures and employment levels), floors;
is the wage floor for sector s at time t; 7y are sector-level fixed effects that capture specific
changes that might have occurred at the industry level, and J; are time fixed effects. Standard
errors are constructed through wild-bootstrap with clustering at the sector level.

In addition to the TWFE base specification, we include controls related to the composition
of workers and firms in each sector: the proportion of male workers, the proportion of workers
in each region, as well as shares of age groups, firm size and firm age where the employment
relationship is carried out.® Finally, we include annual sectoral linear trends to control for
heterogeneous temporal effects across different economic sectors.

Equation (1) is estimated both in levels and first differences, in line with the literature (Alle-
gretto et al., 2017; Autor et al., 2016). The main variable of interest is floors; and the coefficient
of interest is 3, since it captures the elasticity of wages (or employment) with respect to the
wage floor of the analyzed sector. The identification is based on the assumption that, once con-
trolled for the characteristics of workers and firms in each sector, as well as specific factors for
each union and each year, there are no other shocks that simultaneously affect the minimum
collective bargaining wages and employment and wage variables, reflecting simultaneity in
the equations. While the inclusion of fixed effects and sectoral temporal trends allows for con-
trolling for possible endogeneity sources, the implemented empirical strategy is not entirely
causal, so the results should be interpreted as correlations or elasticities rather than purely
causal effects.

5 Descriptive Evidence

Before presenting the results, we provide a brief description of the evolution of the sectors
analyzed in terms of employment, wages, and negotiated wage floors. Figure 3 shows the

7 In the following, the terms sectors, branches of activity or unions will be used interchangeably to
refer to the unit of analysis of the panel.

8 The age groups used are: 18 to 30 years; 31 to 45; 46 to 60. Firm size is measured in employment
brackets: up to 9 employees; 10 to 49; 50 to 200; and more than 200. The age of the firm is divided into:
those firms created before 2001; those created between 2001 and 2005; those created between 2006 and
2010; and those created after 2010.
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evolution of negotiated wage floors between 2003 and 2015, expressed in constant 2011 pesos.
Given that there are 17 different wage floors, the purpose of this figure is to show the existence
of variability over time and between sectors, a crucial aspect for implementing the empirical
strategy presented in Section 4. Each gray dot in Figure 3 is the annual average wage floor
of a union (in constant pesos). The evolution of the 25th, 50th, 75th, and 90th percentiles of
these sectoral wage floors is highlighted, showing also the value of the NMW. In summary,
it is observed that i) the value of the NMW is significantly lower than the rest of the sectoral
wage floors; ii) there is considerable amplitude between the negotiated sectoral wage levels
among unions; and iii) while real increases are clearly observed until 2011 (to later begin a
certain stagnation), the largest increases occurred until 2006/2007. Although there is an aver-
age increasing trend at least until 2009, not all unions managed to negotiate similar increases.
Thus, while some sectors managed to continue increasing the purchasing power of their wage
floors, others barely managed to maintain their real wage unchanged, and some unions even
lost purchasing power.” This differential evolution is accentuated from 2010 onwards, under a
context of economic slowdown and rising inflation. Additionally, the figure shows the evolu-
tion of the national minimum wage, which always remains below all negotiated wage floors (as
mentioned in Section 2), reaffirming the importance of collective bargaining as a wage-setting

mechanism for most formal workers in Argentina.

90n many occasions, while wage floors are not adjusted high enough to maintain real wages, unions
achieve other increases through bonuses, special compensations, or other non-remunerative items.
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Figure 3: Evolution of negotiated wage floors, 2003-2015 (constant 2011 pesos)
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Notes. Each gray dot is the annual average of a union’s wage floor (in constant pesos); and some lines are
highlighted with the evolution of the 25th, 50th, 75th and 90th percentiles of those sectoral wage floors.
The black line reflects the value of the national minimum wage (in constant 2011 pesos).

Source. Own elaboration based on data from the Department of Studies and Statistics on Labor Relations
of the Ministry of Labor, Employment and Social Security (MTEySS).

The above highlights that, although most sectors have collective bargaining mechanisms,
not all of them manage to negotiate equally beneficial agreements. This could be because there
are unions with fewer workers or they belong to sectors with poorer economic performance,
which imposes limits on negotiated wage increases. Thus, the final outcome of collective bar-
gaining on wage inequality is unclear. While it is expected that this mechanism reduces in-
equality within each sector (favoring increases in the lowest wages), the fact that some unions
achieve better increases than others could widen the gap between the total workers, thereby
increasing overall wage inequality.

Although the above is not directly tested in the Results section, Figure 4 shows the effec-
tiveness of collective agreements for four different years, as it relates observed wages with the
negotiated wage floors and the national minimum wage. Considering Panel A, which cor-
responds to the year 2003, three wage distributions are observed, corresponding to industry
terciles. These terciles were constructed based on the wages paid in each industry: tercile 1
includes the five industries with the lowest median wages, tercile 2 includes the six industries
that pay intermediate wages, and the last tercile comprises the six industries with the highest
median wages. The dotted vertical line for each tercile refers to the negotiated wage floor (in
this case, it is the average of the wage floors for the representative category of the six indus-
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tries in each tercile), while the red line indicates the national minimum wage. As observed, the
distributions are centered around the sectoral minimums, supporting the operability of these
wage floors, while the role of the national minimum wage as a wage reference is diminished.

Figure 4: Effectiveness of Wage Floors. Terciles of Branches of Activity

(a) Panel A: 2003 (b) Panel B: 2005
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The interpretation of panels B, C, and D of Figure 4 is analogous to that for the year 2003
(panel A); and the conclusions about the irrelevance of the national minimum wage and the

effectiveness of collective agreements for workers participating in collective bargaining remain
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consistent throughout the period. Comparing the distributions between the four years sheds
some additional light. Firstly, although the national minimum wage is always significantly
lower than the sectoral floors, its bite seems to increase as the wage mass below this value
grows each year. Secondly, the distance between the distributions of each tercile changes over
the period: between 2003 and 2010, the two lower terciles are close to each other and move
away from the wages of the richest sectors; whereas in 2015, the intermediate sectors appear to
move away from the lower-earning sectors and position themselves closer to those negotiating
higher wage floors. Thus, the hypothesis that wage improvements achieved by some unions
may have widened the gap between workers and increased overall wage inequality seems
plausible based on Figure 4; although the evidence is not clear-cut, and therefore the results of
section 6 are not entirely straightforward.

As discussed in Section 2, collective bargaining in Argentina increased considerably from
2004 onwards, a period that coincides with strong economic growth and labor market dy-
namism. GDP grew at an average annual rate of 7.5% until 2007, followed by a period of
economic slowdown, including negative growth rates; while employment increased signifi-
cantly during the early years, accompanied by a decline in the unemployment rate that lasted
for most of the analyzed period and a reduction in informality. Additionally, the largest wage
increases occurred mainly during the 2003-2008 period. This is somewhat expected, as greater
labor market dynamism provides more room to increase wage floors without negatively affect-
ing employment.

It is likely that sectors with better economic performance experienced collective bargain-
ing with higher wage increases. This can be observed in Figures 5 and 6, which presents the
evolution of wage floors, median wages, and employment for each sector separately. The red
line indicates the wage floor from collective agreements, the dashed line reflects the median
wage, and the black line represents employment. As a general pattern, sectors that showed
greater employment dynamism also exhibit larger increases in their wage floors. However, it’s
important to note that the relationship between these variables isn’t consistently positive or
negative. There are periods and sectors where the negotiated wage floor increases alongside
rising employment and wages, but there are also instances where the wage floor goes up while
employment falls, or sectors where the median wage keeps rising even though the wage floor
stays the same. As discussed at the beginning of this work, the existence of various interaction
mechanisms between wage floors, actual wages received, and employment results in the final
effects and expected outcomes on key labor market variables not being entirely obvious.
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Figure 5: Employment, wages and wage floors by sector. 2001- 2015
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Figure 6: Employment, wages and wage floors by sector. 2001- 2015
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6 Results

6.1 Sector-level Analysis

In this section, the results are organized into three groups of labor outcomes: wages, inequality,
and employment.

6.1.1 Wages

A first point to analyze is to what extent collective bargaining manages to increase the wages of
workers covered by the agreements. Although this may seem like a trivial question, there are
various situations where this is not entirely obvious. While collective agreements are manda-
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tory for all firms, regardless of whether they participated directly in the negotiation, a low
level of enforcement could allow wages to not increase as much as the collective agreement
stipulates. In another direction, as evidenced in Card and Cardoso (2021), in some firms or for
some occupations, the agreements are only a minimum reference, and some firms may imple-
ment larger increases to maintain their wage premium. Another relevant point is that collective
agreements do not define wage increases for managerial and professional positions, so the final
effect on wage distribution also depends on the adjustments received by these occupations and
their share in the total analyzed wages.

Table 2 shows the elasticity of changes in the wage floors of collective bargaining on the
wages of different percentiles of the distribution. These results come from estimating equation
(1) for each percentile of the wage distribution; that is, a different equation is estimated for
each point in the distribution, substituting in each case the dependent variable with a different
percentile. The results of six different specifications of the proposed model are presented: three
specifications with the dependent variable in levels and three specifications in first differences.
All estimations include fixed effects by year and by sector. The second specification of each
block (columns 2 and 5) also incorporates annual sectoral linear trends; while columns 3 and 6
add controls for worker and firm characteristics.
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Table 2: Results on Wage Levels

Levels FD
(1) 2) (©) (4) ©) (6)

p10 0.415*  0.361**  0.381*** 0.359*** (0.359*** (.359***

[0.031] [0.017] [0.000] [0.000] [0.000]  [0.000]
p25 0.377**  0.343**  0.371** (0.332*** (.332*** (.332***

[0.024] [0.015]  [0.000] [0.000] [0.000]  [0.000]
p50 0.303*** 0.333*** 0.354*** 0.302*** 0.303*** 0.303***

[0.001] [0.000] [0.000] [0.001] [0.001] [0.001]
P75 0.148  0.226™** 0.271*** 0.223**  (0.224**  0.224**

[0.177]  [0.007]  [0.003] [0.012] [0.012] [0.013]
p90 -0.002 0.113 0.158**  0.124**  0.125**  (0.125**

[0.978] [0.121] [0.035] [0.043] [0.043] [0.042]
Mean 0.132 0.216**  0.254***  (0.224** (.225***  (0.224***

[0.169] [0.011] [0.001] [0.002] [0.002]  [0.002]

Observations 2,652 2,652 2,652 2,635 2,635 2,635

Levels/FD Log Log Log FD FD FD
Sector FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Sector trends No Yes Yes No Yes Yes
Controls No No Yes No No Yes

Notes. The estimates reflect the marginal effects of estimating equation (1) on different points of the wage
distribution (except in the final row, which uses the average wage). All variables are in constant 2011
pesos and expressed in logarithms. Formal workers aged 18 to 60 are considered. All specifications in-
corporate fixed effects by year, month, and industry. Specifications 2, 3, 5, and 6 include sectoral linear
trends. Specifications 3 and 6 include controls: proportion of male workers, proportion of workers in each
region, shares of age groups, firm size, and firm age. Linear trends by sector are included to control for
heterogeneous temporal effects across different industries.

Cluster-robust wild-bootstrap p-values at the sector level in square brackets. **p < 0.01; *p < 0.05;
*p <0.1

Source: Own elaboration based on MTEySS data.

The results of the complete specification in levels (column 3) suggest that a 10% increase in
the minimum wage generates a 3.8% increase in the real wage at the 10th percentile, and a 3.7%
increase at the 25th percentile. These significant effects persist throughout the distribution,
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with a decreasing pattern as one moves up the wage distribution. Regarding the complete
specification in first differences (column 6), although the magnitudes are slightly lower, similar
effects are observed on the left end of the distribution, with decreasing magnitudes on the right
tail.

Figure 7 graphically shows the results of columns 3 and 6 of the previous table (com-
plete specifications in levels and differences). The central result is that changes in sectoral
wage floors from collective bargaining agreements increase wages across the entire distribu-
tion, fairly homogeneously up to the first half of the wage distribution, and decreasingly but
positively and significantly on the right tail. These results are consistent with recent literature,
showing similar magnitudes to those found in other countries (from France to South Africa),
with coefficients around 0.3 to 0.5 (Villanueva and Adamopoulou, 2022). Additionally, another
relevant point is that the effects on the entire wage distribution have also been empirically
supported, as firms often pay a type of “wage cushions” above the wage floors to many work-
ers. These “wage cushions” are maintained when minimum wages are adjusted to keep wage

gaps, and thus most increases end up affecting a large part of the wage scale (Card and Car-
doso, 2022).

Figure 7: Results on Wages

TWEFE: Sector trends and controls

Marginal effect
o
1
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® Levels ® FD

Notes. The horizontal axis indicates the wage percentiles, while the vertical axis shows the marginal
effects from estimating equation (1) across the distribution. Point estimates are presented along with
their respective 90% confidence intervals, estimated using cluster-robust wild bootstrap.

Source. Own elaboration based on data from MTEySS.
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6.1.2 Wage Inequality

Another question to address is the impact of collective bargaining agreements on wage in-
equality among formal workers, as effects can be expected in opposite directions. Wage floors
can compress inequality within each industry; however, if the outcomes of collective bargain-
ing agreements vary significantly between sectors, overall inequality may increase. Although
these mechanisms are not directly tested, Figure 8 shows the results on overall formal wage in-
equality. The coefficients are obtained by estimating the model from the previous section, but
replacing the dependent variable with various inequality ratios instead of wage levels. Specif-
ically, the left panel estimates the effects on the ratios of each percentile relative to the median
wage in both levels and first differences (FD); while the right panel shows inequality ratios of
each percentile relative to the 90th percentile wage.

The estimates in Panel A indicate that sectoral wage floors established by CBAs do not ap-
pear to have been effective in reducing lower-end inequality, possibly because the negotiated
minimums generate uniform increases across several lower deciles, as seen in the previous sec-
tion on wage levels. Regarding upper-end inequality, the estimates on the right suggest a re-
duction in the wage gap relative to the 90th percentile, up to approximately the 75th percentile.
As an additional measure of overall inequality, the Gini index was used as the dependent vari-
able, yielding significant and negative coefficients in both specifications.
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Figure 8: Results on Wage Inequality
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Notes. The horizontal axis indicates wage percentiles, while the vertical axis shows the marginal effects
from estimating specification 3 of equation (1) for various wage inequality ratios. Additionally, we plot
on the vertical axis the estimation using the Gini coefficient as the dependent variable. The left panel
uses the ratio relative to the median wage log w(P) — log w(p50) as the dependent variable, sequentially
estimating equation (1) for the ratio log w(p10) — logw(p50), then for log w(p15) — logw(p50), and so
on. The right panel is analogous, now using the ratio relative to the 90th percentile wage log w(P) —
log w(p90) as the dependent variable. Point estimates are presented along with their respective 90%
confidence intervals, estimated using cluster-robust wild bootstrap.

Source: Own elaboration based on MTEySS data.

6.1.3 Employment

The labor institutions literature has focused much of its interest on analyzing the extent to
which the existence of wage floors affects employment levels. This is because the effectiveness
of this policy in improving welfare is strongly linked to its impacts on employment, beyond
its effects on wage improvement and redistribution. Contrary to the standard prediction that
wage floors negatively affect employment, empirical evidence for both developed and devel-
oping countries has often shown null or even positive effects (Lemos, 2009; Grau et al., 2011;
Neumark and Corella, 2021; Dube, 2019; Corella, 2020; Saltiel and Urzua, 2022).

To address this question, equation (1) is estimated using employment levels as the depen-
dent variable. Table 3 presents the results for the six specifications used so far. Employment
levels were estimated considering the wage floor variable with different time lags because if
wage increases have negative effects on employment, this adjustment is usually not immediate.
No significant effects are observed in any of the six specifications considered or for any time
period. These conclusions hold when incorporating sectoral GDP as an additional control (Ta-
ble A1) or replacing the main wage floor variable (representative cathegory) with an indicator
of wage floor effectiveness, such as the Kaitz Index (Table A2).
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Table 3: Results on Employment

Levels FD
1) ) 3) 4) @) (6)
Employment -0.306  0.107 0.074 0.000 0.000 0.000

[0.619] [0.628] [0.531] [0.992] [0.993] [0.974]
Employment 3mlag) -0.281 0.118 0.074 -0.008 -0.008 -0.008
[0.649] [0.570] [0.513] [0.398] [0.391] [0.373]
Employment (6m lag)  -0.255 0.147 0.095 -0.015 -0.015 -0.016
[0.691] [0.444] [0.459] [0.635] [0.647] [0.640]
Employment (12m lag) -0.200 0.194 0.123 -0.002 -0.003 -0.003
[0.786] [0.273] [0.287] [0.699] [0.661] [0.661]

Observations 2,448 2,448 2448 2431 2431 2,431
Levels/FD Log Log Log FD FD FD
Sector FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Sector trends No Yes Yes No Yes Yes
Controls No No Yes No No Yes

Notes. The estimates reflect the marginal effects of estimating equation (1) on the number of jobs for workers
aged 18 to 60. All variables are expressed in logs. All specifications incorporate fixed effects by year, month,
and industry. Specifications 2, 3, 5, and 6 include sectoral linear trends. Additionally, specifications 3 and 6
include controls: proportion of male workers, proportion of workers in each region, shares of age groups, firm
size, and firm age.

Cluster-robust wild-bootstrap p-values at sector level in square brackets. ***p < 0.01; **p < 0.05; *p < 0.1

Source: Own elaboration based on MTEySS data.

A final exercise for sectoral employment analysis is to see if the effects of wage floors vary

based on the composition of the sectors. To do this, an interaction between the main wage
floor variable and the proportion of the following groups in each sector is included in the
main equation: i) men; ii) young workers; and iii) micro, small, and medium-sized enterprises

(MSMEs). The equation to be estimated in this case is given by:

Yst = &+ B1floorsy + Bashrsy + B3 floorsy X shrsy + s + 0 + AKXt + €5t

Where, shrg; = {shryismes, shryoung, shryate - The coefficient of interest in this case is B3 as

it captures the differential effect on employment that wage floors have when the proportion of

workers with the three characteristics mentioned above increases.
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The results are presented in Table 4. The noteworthy case is the coefficient associated with
the interaction with the proportion of MSMEs, as it is the only case where the coefficients are
significant for all time periods. In this case, the estimate indicates that a 1 percentage point
increase in the proportion of MSMEs would result in an additional 2% decrease in employment,
compared to the effect on sectors with large companies. The idea that the effects of wage floors
on employment may be more detrimental in sectors with a higher proportion of MSME:s is
consistent with the literature since medium and small enterprises have less room to adjust to
wage increases and are also not typically the ones negotiating wage increase guidelines Fanfani
(2023).

Table 4: Results on Employment

Employment 3mlag 6mlag 12mlag

floor x shyismEs -0.021** -0.020** -0.021** -0.019**
[0.033] [0.028] [0.020] [0.019]

Floor X shyoung 0.013** 0.013* 0011  0.009
[0.031] [0.059] [0.100]  [0.129]
Floor X Shyare 0.009 0.008  0.009*  0.008*

[0.104] [0.102] [0.099]  [0.081]

Observations 2,652 2,601 2,550 2,448
Levels/FD Log Log Log Log
Sector FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Sector trends Yes Yes Yes Yes
Controls Yes Yes Yes Yes

Notes. The estimates reflect the marginal effects associated with the coefficient B3 from
estimating equation (2) on employment, considering different time periods. All variables
are expressed in logarithms. All specifications incorporate fixed effects by year, month,
and industry, as well as worker and firm controls.

Cluster-robust wild-bootstrap p-values at sector level in square brackets. **p < 0.01;
**p < 0.05;*p < 0.1

Source: Own elaboration based on MTEySS data.
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6.2 Individual level analysis

6.2.1 Main Results

The results of the sector-level analysis show that collective bargaining reduces formal wage in-
equality without negatively impacting employment levels. This was obtained by implement-
ing a TWFE methodology, which allows us to observe the average results at the sector level. In
this section, an individual-level analysis is conducted, taking advantage of the data structure
that allows us to track individual worker trajectories over time. The interest lies in analyzing
the employment dynamics of workers after each collective bargaining adjustment. Specifically,
the aim is to evaluate whether a worker whose wage must be adjusted due to an increase in
the sectoral wage floor remains in the same job or employed in the private sector for a certain
time after that adjustment.

To evaluate this, workers are grouped into bins based on their proximity to the next pe-
riod’s industry-level wage floor (floors, ;+1). Workers who earn more than the current wage
floor (w; > floors) but less than the next sectoral minimum (w; < floors ;1) are placed in
bins less than one. Those earning more than the next wage floor (w; > floor, ;11) are placed
in bins greater than one.

Based on Dustmann et al. (2022), workers are grouped into eleven bins according to their
wage ratios relative to the next wage floor. These groups include: a) workers directly affected
by the adjustments, with ratios between 0.80-0.95 and 0.95-1.00; b) partially treated workers,
with ratios between 1.00-1.45 (earning the next wage floor but not much more) whose wages
may also increase with the next adjustment; and c) minimally treated workers (control group),
who earn 45% to 50% more than the next wage floor at the time of adjustment.'’

The equation to be estimated is:

Yipayt+1 = Vigpyt+1 Diwmtﬂ + BXir +€i (3)

where the outcome variable is y; ot = (0,1), depending on whether worker i who (be-
fore the adjustment) belonged to bin w remains in the same job six months after the wage floor
adjustment. The variables capturing the effects of belonging to groups with different treatment
intensities are defined as D;, (ot which indicates whether worker i belongs to bin w at time

t (before the adjustment). Therefore, the coefficients of interest are 7; (1 which show the

change in the probability of staying in the same job conditional on being i)n bin w at the time of
the adjustment, once controlled for worker characteristics (gender, age, and real wage) and firm
characteristics (age, size, and region). Additionally, month/year-specific and worker-specific
factors are controlled for.

Before evaluating employment dynamics, it is important to analyze whether, after a sec-
toral wage floor adjustment, wages change differentially according to the wage bin, i.e., whether

the constructed bins indeed reflect different treatment intensities. For this, equation (3) is esti-

10°A total of eleven bins are constructed: [0.8 — 0.9),[0.9 — 0.95),[0.95 — 1.0),[1.0 — 1.05),[1.05 —
1.10), [1.10 — 1.15), - - - , [1.45 — 1.5].
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mated using wage change as the dependent variable. The results are shown in Figure 9, where
it can be seen that the closer a worker’s wage is to the wage floor, the greater the wage increase
at the time of the adjustments. It is also observed that this increase diminishes as the worker’s

wage moves away from the sectoral minimum.

Figure 9: Wage Changes When the Wage Floor Adjusts
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Notes. The effects are relative to the omitted bin (minimally treated/control group). The horizontal axis
shows the eleven constructed bins, and the vertical axis shows the point estimates with their respective

90% confidence intervals.

Source. Own elaboration based on MTEySS data.

Given the above, the probability of remaining employed a certain time after the adjustment
is estimated to evaluate whether the wage floor adjustments affect employment dynamics. The
results of these estimates are shown in Figure 10.!! Itis observed that the probability of remain-
ing employed six months after the adjustment decreases for all bins considered affected (either
fully or partially), except for the group considered minimally treated or control group. For
example, this implies that for bin 0.9, the probability of remaining employed six months after
the adjustment decreases by 2 percentage points compared to the minimally treated group.

I The SIPA sample microdata involve more than 109 million monthly observations of worker trajec-
tories. The final observations included in the regressions are those that met the following conditions, in
line with the empirical strategy: i) the worker’s wage complied with the CBA minimum at the time of
adjustment (their wage at the time of adjustment was equal to or greater than the wage of the lowest cat-
egory); ii) the ratio of their wage at the time of adjustment to the next wage floor for the lowest category
is between 0.8 and 1.5; iii) the observations correspond to the months where a wage floor adjustment
occurs.
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Figure 10: Probability of Remaining Employed 6 Months After Adjustment
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Notes. The effects are relative to the omitted bin (minimally treated/control group). The horizontal axis
shows the eleven constructed bins, and the vertical axis shows the point estimates with their respective
90% confidence intervals.

Source. Own elaboration based on MTEySS data.

These conclusions hold when considering alternative time periods such as three or twelve
months after the adjustment, with slightly lower magnitudes when considering one year (Fig-
ure Al); or when considering the probability of staying in the same job instead of the probabil-
ity of being employed (Figure A2).

6.2.2 Heterogeneous Results
As a final exercise to better understand these dynamics, heterogeneous effects were analyzed
based on: i) gender; ii) age; iii) firm size; and iv) time period.

Gender. The left panel of Figure 11 shows the effects on wage increases for men and
women; while the right panel shows the effects on the probability of remaining employed.
Although the differences are not significant, larger increases are observed for men compared
to women, but these do not seem to translate into worse employment effects.
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Figure 11: Individual analysis by gender
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Age. Regarding the effects by age, workers were divided into two groups: i) 18 to 30 years
old; and ii) 31 to 60 years old; to evaluate whether wage floors had differential impacts on wage
increases and employment dynamics according to this characteristic. The left panel of Figure
12 shows the effects on wage increases, and the right panel shows the effects on the probabil-
ity of remaining employed. Although the differences are not significant, larger increases are
observed for adults, which translate into lower employment probabilities. Unlike the evidence
for developed countries, which often finds greater effects on young workers (Cengiz et al.,
2019), this result aligns with evidence for Latin America. Various studies have found that the
minimum wage seems to impact adult workers more than young workers (Blanchard et al.,
2021; Lombardo et al., 2024).
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Figure 12: Individual analysis by age
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Firm Size. Regarding firm size, individuals working in Micro-, Small and Medium-sized
Enterprises (MSMEs) were grouped separately from those working in large companies. The
left panel of Figure 13 shows the effects on wage increases; while the right panel shows the
effects on the probability of remaining employed. It is observed that although wage floors gen-
erate smaller increases in smaller companies, these adjustments seem to be more detrimental
to employment for this type of company when analyzing the bins of partially treated workers.
This coincides with the results found in the sectoral analysis of section 6.1, which indicated that
a higher proportion of MSMEs had a differential negative effect on employment. Additionally,
this aligns with empirical evidence from other countries, which finds that smaller companies
have less capacity to absorb the wage increases stipulated in collective agreements, as they are
typically not the ones participating in the negotiations (Martins, 2021; Boeri et al., 2021; Fanfani,
2023).
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Figure 13: Individual analysis by firm size
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Notes. The effects are relative to the omitted bin (minimally treated/control group). The horizontal axis
shows the eleven constructed bins, and the vertical axis shows the point estimates with their respective
90% confidence intervals.

Source. Own elaboration based on MTEySS data.

Time Period. Finally, to evaluate whether the economic context can influence the effects
of wage floors on the labor market, the period was subdivided into two: the first period from
2003 to 2010, which can be considered a period of relative economic dynamism; and the second
period from 2011 to 2015, where the macroeconomic context was less favorable. The results are
presented in Figure 14. The left panel shows that collective agreements appear to have had
more influence on wage increases when macroeconomic conditions were less favorable; that
is, in the absence of collective bargaining agreements, wages might have increased less. On
the other hand, the right panel indicates that the negative effects on employment deepen when
the macroeconomic context is worse, possibly because not all firms can absorb these wage
increases. The worse effects of wage floors during periods of lower economic dynamism are
also documented by the minimum wage literature in Latin America, as presented in Ferreira
et al. (2014), and Lombardo et al. (2024).
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Figure 14: Individual analysis by time period
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Source. Own elaboration based on MTEySS data.

7 Conclusions

In Argentina, as in many countries, there are two major wage-setting institutions: a national
minimum wage and a collective bargaining system. For the Argentine case, the period between
2003-2015 was characterized by a strong impetus and validity of these mechanisms. While both
are relevant for setting workers” wages, the role of the minimum wage seems to be limited to
mainly protecting the incomes of precarious workers or those not covered by collective bar-
gaining agreements, without clearly influencing the wages established in these agreements.
Thus, for most of the mentioned period, minimum wage adjustments differ from the nego-
tiated wage floors (WF), so both institutions appear to have operated separately (Marshall,
2019). As a result, for the vast majority of registered wage earners, it is the wages negotiated in
collective agreements that largely guide their wage evolution.

This greater relevance of WF poses a new empirical challenge. Although it shares some
commonalities with minimum wage studies as they both set minimum income thresholds,
these wage floors are negotiated between unions and companies. Therefore, their final effects
on wage inequality and employment are not analogous to those of a government-imposed min-
imum wage. Using novel data on wages negotiated by the most important unions during the
period 2001 to 2015, combined with administrative records, a Two-Way Fixed Effects model
is estimated at the sectoral level to analyze the extent to which collective bargaining affected
workers” wages, formal wage inequality, and employment. Complementarily, worker-level
employment dynamics after adjustments are studied, taking advantage of the labor trajectory
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structure available in the administrative records.

The sectoral-level results suggest that collective bargaining managed to increase the wages
of registered workers, relatively homogeneously in the lower part of the distribution, with ef-
fects spreading to much of the wage scale, albeit decreasingly. These wage increases managed
to reduce overall wage inequality by reducing inequality in the upper tail of the distribution,
with no equalizing effects in the lower part. On the other hand, the analysis of individual
trajectories suggests that collective bargaining reduces the probability of remaining employed
for workers close to the wage floors. Additionally, sectors with a higher proportion of MSMEs
and workers in such companies seem to experience more negative effects. It is also found
that collective agreements have a greater impact on wage increases in less favorable macroeco-
nomic conditions, though this can be more detrimental to employment this suggests a dynamic
equalizing effect.

While in Latin American countries the analysis of minimum wage policy is relevant due
to its widespread use, the above results reaffirm the importance of collective bargaining as
an additional wage-setting mechanism with a redistributive scope. In particular, in countries
where the coverage rate is high, such as Argentina, it is essential to have empirical evidence
that identifies the effects of this labor institution to improve the design of public policies and
labor market regulations.

31



References

Abowd, J. A. and Lemieux, T. (1993). The effects of product market competition on collective
bargaining agreements: The case of foreign competition in canada. The Quarterly Journal of
Economics, 108(4):983-1014.

Abowd, J. M. (1989). The effect of wage bargains on the stock market value of the firm. The
American Economic Review, pages 774-800.

Alejo, J. and Casanova, L. (2016). Negociacion colectiva y cambios distributivos en los ingresos
laborales en argentina. Revista de Economia Politica de Buenos Aires, 15.

Allegretto, S., Dube, A., Reich, M., and Zipperer, B. (2017). Credible research designs for mini-
mum wage studies: A response to neumark, salas, and wascher. ILR Review, 70(3):559-592.

Alves, G., Amarante, V., Salas, G., and Vigorito, A. (2012). La desigualdad del ingreso en
uruguay entre 1986 y 2009. Serie Documentos de Trabajo/FCEA-IE; DT03/12.

Arcididcono, M. (2015). Salario minimo y distribucién salarial: Evidencia para argentina 2003-
2013. Technical report, Documento de Trabajo.

Autor, D. H., Manning, A., and Smith, C. L. (2016). The Contribution of the Minimum Wage
to US Wage Inequality over Three Decades: A Reassessment. American Economic Journal:
Applied Economics, 8(1):58-99.

Azar, J., Huet-Vaughn, E., Marinescu, 1., Taska, B., and Von Wachter, T. (2019). Minimum wage
employment effects and labor market concentration. Technical report, National Bureau of
Economic Research.

Barth, E., Bryson, A., Davis, J. C., and Freeman, R. (2016). It's where you work: Increases in the
dispersion of earnings across establishments and individuals in the united states. Journal of
Labor Economics, 34(52):567-597.

Blanchard, P, Carrasco, P, Ceni, R., Parada, C., and Santin, S. (2021). Distributive and displace-
ment effects of a coordinated wage bargaining scheme. Serie Documentos de Trabajo; 26/21.

Boeri, T., Ichino, A., Moretti, E., and Posch, J. (2021). Wage equalization and regional mis-
allocation: evidence from italian and german provinces. Journal of the European Economic
Association, 19(6):3249-3292.

Boeri, T. and Van Ours, ]. (2013). The economics of imperfect labor markets. Princeton University
Press.

Borraz, F. and Gonzélez-Pampillén, N. (2017). Assessing the distributive effects of minimum
wage. Review of Development Economics, 21(4):1081-1112.

32



Bosch, M. and Manacorda, M. (2010). Minimum Wages and Earnings Inequality in Urban
Mexico. American Economic Journal: Applied Economics, 2(4):128—49.

Card, D. and Cardoso, A. R. (2021). Wage flexibility under sectoral bargaining. Journal of the
European Economic Association.

Card, D. and Cardoso, A. R. (2022). Wage flexibility under sectoral bargaining. Journal of the
European Economic Association, 20(5):2013-2061.

Card, D., Heining, J., and Kline, P. (2013). Workplace heterogeneity and the rise of west german
wage inequality. The Quarterly journal of economics, 128(3):967-1015.

Card, D. and Krueger, A. B. (1994). Minimum wages and employment: A case study of the
fast-food industry in new jersey and pennsylvania. American Economic Review, 84(4):772-93.

Cengiz, D., Dube, A., Lindner, A., and Zipperer, B. (2019). The effect of minimum wages on
low-wage jobs. The Quarterly Journal of Economics, 134(3):1405-1454.

Corella, L. F. M. (2020). Minimum wages in monopsonistic labor markets. IZA Journal of Labor
Economics, 9(1).

Dickens, R., Machin, S., and Manning, A. (1999). The effects of minimum wages on employ-
ment: Theory and evidence from britain. Journal of labor economics, 17(1):1-22.

Dube, A. (2019). Minimum wages and the distribution of family incomes. American Economic
Journal: Applied Economics, 11(4):268-304.

Dube, A., Lester, T. W., and Reich, M. (2010). Minimum Wage Effects Across state borders:
Estimates using contiguous counties. The review of economics and statistics, 92(4):945-964.

Dustmann, C., Lindner, A., Schonberg, U., Umkehrer, M., and vom Berge, P. (2022). Realloca-
tion effects of the minimum wage. The Quarterly Journal of Economics, 137(1):267-328.

Engbom, N. and Moser, C. (2021). Earnings Inequality and the Minimum Wage: Evidence from
Brazil. Working Paper 28831, National Bureau of Economic Research.

Fanfani, B. (2023). The employment effects of collective wage bargaining. Journal of Public
Economics, 227:105006.

Farber, H. S., Herbst, D., Kuziemko, 1., and Naidu, S. (2021). Unions and inequality over
the twentieth century: New evidence from survey data. The Quarterly Journal of Economics,
136(3):1325-1385.

Ferreira, F. H. G,, Firpo, S., and Messina, J. (2014). A more level playing field? explaining the
decline in earnings inequality in brazil, 1995-2012. IRIBA Working Paper 12, SSRN.

Freeman, R. B. (1980). Unionism and the dispersion of wages. ILR Review, 34(1):3-23.

33



Grau, N., Landerretche, O., et al. (2011). The labor impact of minimum wages: A method
for estimating the effect in emerging economies using chilean panel data. Technical report,
University of Chile, Department of Economics.

Hirsch, B. and Mueller, S. (2020). Firm wage premia, industrial relations, and rent sharing in
germany. ILR Review, 73(5):1119-1146.

Jardim, E., Long, M. C,, Plotnick, R., Van Inwegen, E., Vigdor, J., and Wething, H. (2018). Min-
imum wage increases and individual employment trajectories. Technical report, National
Bureau of Economic Research.

Lemos, S. (2009). Minimum wage effects in a developing country. Labour Economics, 16(2):224—
237.

Lombardo, C. and Martinez-Correa, J. (2019). Convenio colectivo, sindicatos y dispersién salar-
ial: evidencia de argentina. Documentos de Trabajo de la Asociacion Argentina de Economia
Politica. No. 4161.

Lombardo, C., Ramirez Leira, L., and Gasparini, L. (2024). Does the minimum wage affect wage
inequality? a study for the six largest latin american economies. The Journal of Development
Studies, 60(4):494-510.

Maloney, W. F. and Mendez, J. N. (2007). 1. Measuring the Impact of Minimum Wages: Evidence
from Latin America. University of Chicago Press.

Manning, A. (2011). Imperfect competition in the labor market. In Handbook of labor economics,
volume 4, pages 973-1041. Elsevier.

Marshall, A. (2019). Salario minimo y negociacién colectiva en la determinacién salarial: inter-
acciones entre politicas salariales y posturas sindicales en la argentina y uruguay. Trabajo y
sociedad, 32:79-101.

Martins, P. S. (2021). 30,000 minimum wages: The economic effects of collective bargaining
extensions. British Journal of Industrial Relations, 59(2):335-369.

Maurizio, R. and Véazquez, G. (2016). Distribution effects of the minimum wage in four
latin american countries: Argentina, brazil, chile and uruguay. International Labour Review,
155(1):97-131.

Meer, J. and West, J. (2016). Effects of the minimum wage on employment dynamics. Journal of
Human Resources, 51(2):500-522.

Naidu, S., Posner, E. A., and Weyl, G. (2018). Antitrust remedies for labor market power. Harv.
L. Rev., 132:536.

Neumark, D. (2018). Employment effects of minimum wages. IZA World of Labor.

34



Neumark, D. and Corella, L. F. M. (2021). Do minimum wages reduce employment in de-
veloping countries? a survey and exploration of conflicting evidence. World Development,
137:105165.

Palomino, H. and Trajtemberg, D. (2006). Una nueva dindmica de las relaciones laborales y la
negociacién colectiva en la argentina. Revista de trabajo, 2(3):47-68.

Rose, N. L. (1987). Labor rent sharing and regulation: Evidence from the trucking industry.
Journal of Political Economy, 95(6):1146-1178.

Saltiel, F. and Urzta, S. (2022). Does an increasing minimum wage reduce formal sector em-
ployment? evidence from brazil. Economic Development and Cultural Change, 70(4):1403-1437.

Song, J., Price, D. J., Guvenen, E, Bloom, N., and Von Wachter, T. (2019). Firming up inequality.
The Quarterly journal of economics, 134(1):1-50.

Villanueva, E. and Adamopoulou, E. (2022). Employment and wage effects of extending col-
lective bargaining agreements. IZA World of Labor.

Vogel, ]. (Forthcoming). The race between education, technology, and the minimum wage.
Quarterly Journal of Economics.

35



Appendix A

Table A1l: Results on Employment - Sectoral GDP control

Levels FD
1) ) 3) 4) 5) (6)
Employment -0.306  0.107 0.074 0.000 0.000 0.000

[0.619] [0.628] [0.531] [0.992] [0.993] [0.974]
Employment (3m lag) -0.281 0.118 0.074 -0.008 -0.008 -0.008
[0.649] [0.570] [0.513] [0.398] [0.391] [0.373]
Employment (6bm lag) -0.255 0.147 0.095 -0.015 -0.015 -0.016
[0.691] [0.444] [0.459] [0.635] [0.647] [0.640]
Employment (12m lag) -0.200 0.194 0123 -0.002 -0.003 -0.003
[0.786] [0.273] [0.287] [0.699] [0.661] [0.661]

Observations 2,448 2,448 2,448 2431 2431 2431
Levels/FD Log Log Log FD FD FD
Sector FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Sector trends No Yes Yes No Yes Yes
Controls No No Yes No No Yes

Notes. The estimates reflect the marginal effects of estimating equation (1) on the number of jobs for workers
aged 18 to 60. All variables are expressed in logarithms. All specifications incorporate fixed effects by year,
month, and industry, as well as sectoral linear trends. Additionally, controls include the proportion of male
workers, the proportion of workers in each region, and shares of age groups, firm size, and firm age. Column
2 of each block adds sectoral GDP controls (at a one-digit level).

Cluster-robust wild-bootstrap p-values at the sector level in square brackets. ***p < 0.01; **p < 0.05; *p < 0.1

Source. Own elaboration based on MTEySS data.
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Table A2: Results on Employment using the Kaitz Index

Levels FD
1) ) 3) 4) @) (6)
Employment -0.306  0.107 0.074 0.000 0.000 0.000

[0.619] [0.628] [0.531] [0.992] [0.993] [0.974]
Employment 3mlag) -0.281 0.118 0.074 -0.008 -0.008 -0.008
[0.649] [0.570] [0.513] [0.398] [0.391] [0.373]
Employment (6m lag)  -0.255 0.147 0.095 -0.015 -0.015 -0.016
[0.691] [0.444] [0.459] [0.635] [0.647] [0.640]
Employment (12m lag) -0.200 0.194 0.123 -0.002 -0.003 -0.003
[0.786] [0.273] [0.287] [0.699] [0.661] [0.661]

Observations 2,448 2,448 2448 2431 2431 2,431
Levels/FD Log Log Log FD FD FD
Sector FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Sector trends No Yes Yes No Yes Yes
Controls No No Yes No No Yes

Notes. The estimates reflect the marginal effects of estimating equation (1) on the number of jobs for workers
aged 18 to 60. The central variable is a measure of the effectiveness of the sectoral wage floor, defined as
the ratio between the wage floor value and the median wage for each sector. All variables are expressed in
logarithms. All specifications incorporate fixed effects by year, month, and industry. Specifications 2, 3, 5,
and 6 include sectoral linear trends. Additionally, specifications 3 and 6 include controls: proportion of male
workers, proportion of workers in each region, and shares of age groups, firm size, and firm age.
Cluster-robust wild-bootstrap p-values at the sector level in square brackets. ***p < 0.01; **p < 0.05; *p < 0.1

Source: Own elaboration based on MTEySS data.

37



Figure Al: Results for longer time lags in job permanence

(a) Remain employed: 3 months (b) Remain employed: 12 months
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Notes. The effects are relative to the omitted bin (minimally treated/control group). The horizontal axis
shows the eleven constructed bins, and the vertical axis shows the point estimates with their respective

90% confidence intervals.

Source. Own elaboration based on MTEySS data.

Figure A2: Probability of Remaining in the Same Job 6 Months After Adjustment
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Notes. The effects are relative to the omitted bin (minimally treated/control group). The horizontal axis
shows the eleven constructed bins, and the vertical axis shows the point estimates with their respective
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Source. Own elaboration based on MTEySS data.
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