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Background

• There is a growing trend towards higher 
min. wage in various jurisdictions. 

Key questions: 
• Does setting a lower min. wage for younger 

workers help offset youth employment losses of 
min. wage hikes? 



Institutional background
• Large increase: Alberta had 47% min. 

wage increase in 3 years (2015 to 2018).
—see Fossati and Marchand (2024) for broader  

institutional overview.

• Age-dependent policy: “job-creation 
student wage” at $13/hour for workers 
below 18 years.
▪ Policy aim: offset the potentially negative 

employment effects of a high minimum 
wage

• Labour market effects of Alberta’s age-
dependent minimum wage has not been 
studied comprehensively.
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Does a lower minimum wage for younger 
workers boost their employment?
• Related literature (mostly European)

• Krainer et al. (2020) minimum wage increases at age 18 in Denmark 
• Kab´atek (2021): multiple youth min. wage steps in the Netherlands
• Bezooijen (2024): min. wage changes at age 20-22 in Netherlands
• Dickenset et al. (2014): min. wage changes at age 22 in the UK.

• Limited literature on age-dependent minimum wage policies, for 
North American labour markets.
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Theoretical framework

• Labor market model under perfect 
competition (profit max firms)
⇒ decrease in employment probability if min. 
wage> marginal productivity of labour

—E.g. See Kreiner et al., 2020; Clemens and Strain, 
2017.

• Assumptions
▪ Age-dependent worker productivity
▪ binding minimum wage in low wage sectors, 

among young workers
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Empirical approach
1. Regression Discontinuity (RD) ⇒EXPLOITS DISCONTINUITY IN POLICY 

ELIGIBILITY AGE. Discrete jumps in the conditional expectation of 
employment outcome ⇒ treatment effect at the age eligibility threshold
 

2. Difference in Differences (DID) ⇒ EXPLOITS PROVINCE VARIATION.

▪Consider quadratic polynomial for RD

▪Also consider other covariates for youth labour market characteristics 



Data
• Data access via Statistics Canada’s 

Research Data Center at the University of 
Alberta, and Virtual Data Lab

• Financial support for data  access via GoA

• Monthly Labor Force Survey. 

• Workers 15 -21 years of age in low wage 
sectors

• Time frame: 2018 to 2021.
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Sample descriptives
Analytical sample: 
• Samples: 15 to 21 AND 16-20 
• Industry: low wage sectors 
• Period: Monthly Labour 

Force Survey,  2018 to 2021 
period. 



RD Plots based on model estimates
Changes in Wages and Employment at Age 18

• The discrete jump in wages coincides with a discrete drop in employment rates

• The employment rate decreases at the point where youth become subject to a higher 
minimum wage 
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Pre-policy Changes in Wages and Employment 
at Age 18

• No discrete jumps in employment outcomes at the 18-year mark, during the pre-policy 
period. 
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Result 1: Youth employment decreases when 
minimum wage increases

• Main : employment rate decreases at the point where youth receive a higher minimum wage.
• Placebo: no statistically significant employment discontinuities at non-policy categories. 

• 10.9 pp decrease in employment
• employment elasticity of -0.97     

(-0.6 to -1.0 range). 



RD Results 2: Youth unemployment rates increase, but no 
change in participation rate and hours.

• unemployment rate increases at the point where youth receive a higher minimum wage.
• But no statistically significant changes in participation rates and hours worked. 



RD Results 3: comparability of individuals on either side of 
the policy threshold.

• no statistically significant employment discontinuities when workers turn 18.
• individuals on either side of the 18-year threshold have comparable characteristics 



DID Results: employment boost for workers receiving 
a lower minimum wage

DID results 
• Consistent with RD analysis, indicating employment boost for workers receiving a lower minimum wage



Summary 

• Findings are inline with predictions of employment losses due to 
minimum wage increases

– Results suggests that a lower age-dependent min. wage could offset  
youth employment losses. 

– The estimated employment elasticity ranges from -0.6 to -1.0. 

– To our knowledge ⇒ first North American study on employment effects of 
age-dependent min. wage. 

• Further considerations: need to assess worker substitution issues 
and optimal design of age-dependent policies.



• Given the ongoing policy interest in  minimum 
wages, our study provides policy insights on 
labour market responses to age-dependent 
minimum wages.

• Our findings suggests that age-dependent 
minimum wages can be an effective policy 
strategy for offsetting negative employment 
effects under high minimum wage settings.

Policy Insights
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THANK YOU
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