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How Does the Minimum Wage Affect Investment in Micro and

Small Enterprises: An Empirical Study Based on the CMES Data
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Abstract: Using data from the China Micro and Small Enterprise Survey ( CMES), the paper
examines the impact of the minimum wage on investment in micro and small enterprises (MSEs). It
is found that for every 10 percent increase in the minimum wage, the proportion of profits reinvested
by profitable MSEs will decrease by 2.75 percentage points, the likelihood of making new
investments will decrease by 2. 52 percentage points, the likelihood of recruiting new employees will
decrease by 1. 19 percentage points, and the number of employees recruited will decrease by 3. 03
percent, but the investment in R&D by MSEs will increase by 0. 19 percentage points. Mechanism
studies find that for every 10 percent increase in the minimum wage, the wages of MSEs employees
will increase by 3. 67 percent, labor costs will increase by 0. 569 percentage points, and profitability
will decrease by 1. 739 percentage points. For every 10 percent increase in the minimum wage, the
likelihood of MSEs owners believing that the development prospect of the industry will become worse
will increase by 1.78 percentage points, while MSEs owners who are optimistic about the
development prospect of the industry will decrease by 1.15 percentage points. In addition, the
minimum wage has a weaker negative impact on the reinvestment of profits and new investment in
high-tech enterprises and MSEs with their own brands.
Keywords; minimum wage, micro and small enterprises, investment
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