
Moderate wage increases and flexible labour contracts to protect employment in
Colombian manufacturing - Portal de Investigaciones Económicas

Moderate wage increases and flexible labour contracts to protect employment in Colombian
manufacturing

Moderate wage increases and flexible
labour contracts to protect employment
in Colombian manufacturing
JOURNAL OF POLICY MODELING
DOI: 
https://doi.org/10.1016/j.jpolmod.2022.07.002
Publicado: 
Miércoles, 10 Agosto 2022
Authors:
Luis E. Arango
Clasificación JEL: 
J23
Descargar documento

Lo más reciente
Fragile wholesale deposits, liquidity risk, and banks' maturity transformation
Carola Müller, Matias Ossandon Busch, Miguel Sarmiento, Freddy A. Pinzón-Puerto
Un análisis de cohortes de la brecha de género en la participación laboral en Colombia
Francisco Javier Lasso-Valderrama, Mario Andrés Ramos-Veloza
Simulación dinámica de balances y predicción del incumplimiento crediticio: un modelo de
prueba de estrés para firmas colombianas
Diego Fernando Cuesta-Mora, Gómez-Molina Andrés Camilo
Otras Publicaciones

Based on conditional and unconditional demands for labour, we exploit the variations of real
minimum wage across manufacturing subsectors to present evidence that this variable
affects formal employment. The long-term elasticity of labour demand to the minimum wage
is around –0.7. Accordingly, increases in the minimum wage lead to job losses for unskilled
labour, mainly in plants with fewer than 100; thus, small increases in the minimum wage are
desirable to protect employment. Labour demand is highly cyclical: the output elasticity is
about 1.7. Thus, some flexibility in labour contracts is desirable to reduce the link between
employment and variation of plants’ sales. Open-ended labour contracts might allow
reductions of the nominal wage rather than inducing job losses during periods of severe
slumps, as has happened during the COVID-19 pandemic.
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