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Online appendix

This appendix includes details about the data, the empirical exercises, the model, and the
quantitative results.

A Capital share data
A.1 U.S. data

While the definition of the capital share of income is conceptually straightforward, its measurement
is challenging. For instance, we need to allocate ambiguous sources of income such as copyright
royalties, deferred compensation, or proprietors’ income between labor and capital. Also, we must
decide how to impute indirect taxes. Finally, to go from the gross to the net share, we need to pick
depreciation rates.

We now overview different measurements of the capital income share in the U.S. economy. These
alternative calculations agree among themselves regarding the behavior of capital income share over
middle and business cycle frequencies (see Figure A.2). Thus, for our purposes, picking one measure
or another in the U.S. case is inconsequential (Muck et al. (2015) make a similar point). On the
other hand, across countries, our empirical statements depend on available data.

We construct the net capital share in the corporate business sector from BEA Table 1.14,
“Gross Value Added of Domestic Corporate Business in Current Dollars and Gross Value Added
of Nonfinancial Domestic Corporate Business in Current and Chained Dollars,” and focus on the
data on non-financial corporate businesses. We compute the net capital share as compensation of
employees (mnemonic A460RC1) relative to the sum of compensation and the net operating surplus
(mnemonic W326RC1). Figure A.1 plots the resulting series.
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Figure A.1: Net capital share levels: Quarterly U.S. data.

We also consider some alternative measures of the U.S. capital share for comparison:

1. We compute the capital share as the reciprocal of wages over net value added (mnemonic
A457RC1), effectively treating taxes as coming out of the capital share only.

2. BLS data on the (reciprocal of the) labor share in the overall business sector (mnemonic
PRS84006173), the non-farm business sector (mnemonic PRS85006173), and in the corporate



non-financial sector (mnemonic PRS88003173). The BLS defines the labor share as the ratio
of current labor compensation paid to current dollar output, imputing a cost for labor services
by proprietors. See p. 7 of http://www.bls.gov/1lpc/lpcmethods.pdf for the definition and
http://www.bls.gov/data/#productivity for the data.

3. Data on the capital share as the reciprocal of the U.S. labor share in the Penn World Table
(Feenstra et al., 2013).
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Figure A.2: Detrended labor shares in the U.S.

The different measures are reported in the two panels of Figure A.2. Figure A.3 compares the
different measures of the labor share that are available in levels. The left panel shows the annual
time series, and the right panel plots the shorter quarterly series. In both the annual and the
quarterly data, there is no clear evidence of a trend in the labor share over the full sample period.
However, most measures of the labor share are close to their minimum at the end of the sample
period. In the quarterly data, adjusting for the share of taxes in corporate net value added only
results in a roughly parallel shift of the labor share, whereas taking out net government production
in the annual series changes the trend behavior. The different labor shares average between about
65% and 80%.28

Extending the comparison to include the BLS data comes at the cost of losing the level infor-
mation. Figure A.4 shows that the raw data, indexed to 100 in 2009, correlates positively at higher
frequencies, but may exhibit different time trends. Figure A.2, therefore, uses HP-filtered data on
the log-labor share. Eyeballing both the annual and the quarterly filtered time series suggests a high
agreement. Correlation tables (not shown here) confirm this impression: Raw time series sometimes
exhibit low correlations, but filtered correlations are above 0.6 for annual data and above 0.7 for
quarterly data except for correlations between manufacturing sectors and broader measures.

A.2 International and U.S. state-level data

e Long-run capital share data: We downloaded the data in Piketty and Zucman (2014) from
http://gabriel-zucman.eu/capitalisback/ and use the net capital share (“net profit share”)

28Giandrea and Sprague (2017) show that 2 pp. of the recent 7 pp. decline in the BLS measure of the labor share
is due to the self-employed, for whom the BLS imputes capital income. We use only the corporate non-financial labor
share to sidestep this issue. In the Piketty and Zucman data in the main text, we find an increase of 7 pp. from 2001
to 2010 in the net capital share and of 6 pp. in the gross capital share. In our calculations, we find an increase of 10
pp. in the net corporate labor share over this period (see Figure A.1).
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Figure A.3: Labor share levels data: Annual and quarterly.
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Figure A.4: Raw indexed labor shares: Annual and quarterly.

from the data sheets on “profits & wages in the corporate sector.”

OECD capital share data: We use the OECD business sector database cited in Blanchard
(1997), downloaded from http://fmwww.bc.edu/ec-p/data/oecd/oecd.bsdb.html.

ECLAC/CEPAL capital share data: We use the “CEPALSTAT Base de Datos,” available at
http://interwp.cepal.org/sisgen/Consultalntegrada.asp?idIndicador=2197&idioma=
e to obtain the wage bill (“remuneracién de los asalariados”) and total profits (“excedente de
explotacién”) on an annual basis in local currency. We compute the capital share as profits
over the sum of profits to the wage bill, yielding the net capital share.

U.S. state capital share and GDP data: We use the Bureau of Economic Analysis Regional
Accounts section “Annual Gross Domestic Product By State” from http://www.bea.gov/
regional/ to obtain data on “compensation of employees,” “taxes on production and imports
less subsidies” and “GDP in current dollars” to compute the gross capital share as one minus
the compensation of employees over GDP minus taxes net of subsidies. All data are confined
to (total) “private industry.” Since the five-year periods in the states we are studying do


http://fmwww.bc.edu/ec-p/data/oecd/oecd.bsdb.html
http://interwp.cepal.org/sisgen/ConsultaIntegrada.asp?idIndicador=2197&idioma=e
http://interwp.cepal.org/sisgen/ConsultaIntegrada.asp?idIndicador=2197&idioma=e
http://www.bea.gov/regional/
http://www.bea.gov/regional/

not include 1997, when the BEA switched from SIC to NAICS, we pool the changes in GDP
growth and the capital share based on either underlying classification.

e Annual GDP data: We use the data from the web appendix of Barro (2009) on real per
capita GDP along with real GDP data from the Penn World Table (Feenstra et al., 2013).
We detrend the data with a quadratic trend after taking logarithms.

e Stock market capitalization: We used the following (nominal) indices, downloaded from http:
//globalfinancialdata.com/ unless otherwise stated:

— France: “France SBF Industrials,” ticker symbol “_FISID.”

— Western Germany: “Germany CDAX Industrials Price Index,” ticker symbol “_ CXKNXD.”
— Spain: “Madrid SE Index (old),” ticker symbol, ESMADM.”

Portugal: “Portugal Industrials,” ticker symbol “PTINDUSM.”

Argentina: “Buenos Aires SE General Index (IVBNG),” ticker symbol, “. IBGD.”

Chile (financials): “Chile BEC Finance Index,” ticker symbol “_ FINANCD.”

Chile (industrials): “Chile BEC Industrials Index (w/GFD extension),” ticker symbol
“« INDUSTD.”

e Price indices: We use consumer price indices to deflate the stock market indices. Except
for Argentina and Chile, we downloaded the data from http://research.stlouisfed.org/
fred2/:

— France: Ticker symbol “FRACPIALLMINMEIL”

— Western Germany: Ticker symbol “DEUCPIALLMINMEL.”
— Spain: Ticker symbol “ESPCPIALLMINMEL”

— Portugal: Ticker symbol “PRTCPIALLMINMEI.”

— Argentina: Global Financial Database “Argentina Consumer Price Index Inflation Rate,”
ticker symbol “CPARGM.”

— Chile: “Indice de Precios al Consumidor - Antecedentes histéricos” from
http://www.ine.cl/canales/chile_estadistico/estadisticas_precios/ipc/series_
antecedentes_historicos/index.php

B Controlling for industry composition

To control for industry composition in the effect of capital income share movements in France,
the U.K., and the U.S. as described in Section 2 of the main text, we use EU KLEMS data:
http://www.euklems.net/. We compute the gross labor share as labor compensation relative to
gross value added at basic prices. We drop the following industries from our calculations, as the
division between labor and capital income is less straightforward than in other industries:

e Agriculture (code: “AtB”).
e Mining (code: “C”).
e Government (code: “L”).

e Financial intermediation (code: “J”).

We keep the most disaggregated industries available, leaving a total of 27 industries with data
available for the three countries.


http://globalfinancialdata.com/
http://globalfinancialdata.com/
http://research.stlouisfed.org/fred2/
http://research.stlouisfed.org/fred2/
http://www.ine.cl/canales/chile_estadistico/estadisticas_precios/ipc/series_antecedentes_historicos/index.php
http://www.ine.cl/canales/chile_estadistico/estadisticas_precios/ipc/series_antecedentes_historicos/index.php
http://www.euklems.net/

(a) Volatility in raw data (b) Volatility in HP-filtered data

« ©@ 7
g g
c c
214 8 —_—
8 g
H S 3o
° ©
B =
] <
9+ <
g g
? ?
2 2
@ 1] E—
> S
° °
£ £
T 0o T
£ £
= =
H H

o oo

FR UK us FR UK us

excludes outside values excludes outside values

Figure B.5: Within-industry volatility of the gross labor share.

C Additional results on the international evidence

Here we present additional material on the international evidence: first, on the case studies and,
second, on labor regulation and capital shares.

C.1 Three more case studies: West Germany, Spain, and Chile

Here we present three additional case studies —~West Germany, Spain, and Chile- to complement
the cases of France, Portugal, and Argentina described in the main text. Figure C.6 illustrates the
three case studies from the main text and the three extra case studies here.

Panel (b) shows the case of West Germany. The appointment of Willy Brandt as the first Social
Democratic chancellor since 1930 coincided with a sharp drop in the capital share. A prominent
change introduced by the Social Democrat-led government was the strengthening of the role of
workers’ councils in its 1972 reform of the Betriebsverfassungsgesetz (the legal framework for worker
co-determination within firms). Later, under Helmut Schmidt, co-determination was extended to
all companies with at least 2,000 employees, rather than just the steel and coal industries. The
increase in unions’ power was halted and partly reversed when the Christian Democrats returned to
power in October 1982 (second vertical line). For instance, in 1986, the Helmut Kohl-led government
changed the Arbeitsforderungsgesetz (the Employment Promotion Act) to limit the strike tactics of
unions. This policy reversal coincided with an increase in the capital share.

Our fifth case study is Spain (panel (c)). The last years of Franco’s dictatorship were associated
with increasing labor unrest, the breakdown of the system of government-controlled corporatist
unions (“Organizacién Sindical Espanola”) that had repressed wage growth, and a profound eco-
nomic crisis. The capital share of income and the stock market plummeted. Only after 1982, with
the election of the surprisingly pro-market Felipe Gonzélez’s government and the implementation of
a wage restraint policy, did the capital share of income recover. In fact, Gonzalez’s economic team
was keen on engineering a recovery of the profit rates of firms to help investment. See Solchaga
(1997, pp. 198-199).

Our last case is Chile. Panel (f) plots the behavior of the capital income share and an index
of the stock market in Chile throughout four periods: the Unidad Popular government of Allende
(the area between the first two vertical lines), Pinochet’s dictatorship (the area between the second
and third vertical lines), the governments of Aylwin, Frei, and Lagos — the moderate left-wing first
three democratic presidents after Pinochet (the area between the third and fourth vertical lines),
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Argentina come from Lindenboim et al. (2005) and Kidyba and Vega (2015). No continuous time series on the capital
share is available for Chile, so we show the spells of available data.

Figure C.6: Capital share and major government changes.



and, finally, the more left-wing first presidency of Bachelet (the area to the right of the fourth
vertical line). While we do not have a continuous time series, Panel (f) shows a sharp drop in the
capital income share around the time of the election of Allende, a socialist candidate who supported
a vigorous pro-labor agenda. The capital share recovers quickly around Pinochet’s coup, with its
violent policy against workers’ unions, and falls after the transition to democracy and the return of
a friendlier environment for workers’ political action.

C.2 Additional results on the case studies

As a supplement to the time series discussed in the main text, we summarize the effect of the political
events in the case studies in Table C.1. The table shows the change in the available capital share
measure one year after the event year compared to one year before the event, i.e., two-year changes.
Also, we show the corresponding changes in the employment-to-population ratio, computed using
the Feenstra et al. (2013) data, and the change in the real stock index.

Table C.1: Political events, 2-year changes in capital shares, and employment

Date A capital share A employment / population A stock index

OECD data Year Month pp- Pp- %
Spain: Franco’s illness 1974 7 -4.2 -2.1 -60.4
Spain: Gonzalez administration 1982 12 2.7 -1.1 38.8
Argentina: Coup against J. Peron 1955 9 5.5

Argentina: Coup against I. Peron 1976 3 15.1 1.8 68.7
Argentina: Democratic transition 1983 12 -8.9 -2 45.5
Chile: Allende election 1970 11 -13.1 -2 -110.1
Chile: Pinochet coup 1973 9 11.9 .2 -15.9
Chile: Democratic election 1990 3 -2.8 1 108.7
Chile: Democratic transition 2006 3 4 2.8 15.1
France: 1968 strikes 1968 5 -4.4 .5 20.7
France: Mitterrand’s election 1981 5 -.8 -4 -12.8
France: Mitterrand’s policy change 1984 7 4.2 -2 55.2
Portugal: Carnation Revolution 1974 4 -15 -2.7 -545.3
W Germany: Brandt election 1969 10 -4.9 -18.6
W Germany: Kohl administration 1982 10 4.1 -3 28.7

Figure C.7 shows the robust positive association between capital share changes and both employ-
ment and stock market changes. We compute both OLS regressions and weighted OLS regressions,
where the weights are generated by Stata’s robust regression rreg command that weighs down
outliers and, in the case of the stock market change in Portugal, drops extreme observations. The
relationship with capital share changes is always positive and particularly robust for employment
changes, with implied t-statistics between 2.25 and 3.00. The t-statistics for the stock index slopes
are somewhat lower, between 1.64 and 1.76. The R? statistics are 0.30 for the employment relation-
ship and between 0.25 and 0.33 for the stock market regressions, indicating a moderate to strong
correlation.

C.3 Additional results on labor regulation and capital shares

We report here some additional regression results on labor regulation and capital shares. Table C.2
documents the regression estimates for the three-year effects of changes in labor regulation on
capital shares. Table C.3 does the same for the one-year effects of changes in labor regulation
on capital shares. We try different specifications, such as examining only changes within the year
of the political event or labor-regulation change, and using all countries for which we have labor
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Figure C.7: Political events: 2-year changes in capital shares vs 2-year changes in employment and
stock indices.

share and capital share data with OLS, following our algorithm blindly by assigning 1976 as the
democratization date for Portugal, or using the Carnation Revolution date of 1974.

In both tables, “by FE” refers to a fixed effect for the five-year period surrounding the event.
“Initial conditions” are the level of capital share and real per capita GDP growth in the year before
the estimation period. In the baseline IV regressions, we include only countries with political events,
as defined in the main text. Alternatively, we include all observations for the countries with political
events. For the OLS case, we also run the regression of the sample of all countries with capital share
and labor regulation data.



Table C.2: Three-year effects of changes in labor regulation on capital shares: Regression estimates

Initial Effect on
Specification 5y FE conditions | capital share t-stat 1-stage t-stat
All countries: OLS - - -0.92 -5.20
y — -0.86 -3.27
All countries: OLS - y -0.90 -4.67
y y -0.84 -2.94
Event countries: OLS - - -1.49 -3.47
y - -1.56 -3.72
— y -1.40 -3.13
y y -1.49 -3.41
Event episodes: OLS — — -5.21 -3.16
y - -6.21 -15.73
- y -5.43 -2.48
y y -5.22 -5.48
Carnation Revolution date
Event episodes: IV - - -6.94 -2.76 2.28
y - -8.39 -4.04 2.45
- y -7.94 -1.90 1.72
y y -8.94 -2.99 1.76
Event countries: IV - - -4.58 -3.06 2.09
y - -4.06 -13.19 1.76
- y -4.06 -2.42 2.01
Pure algorithm
Event episodes: 1V - - -5.28 -2.14 2.27
y - -5.35 -2.43 2.46
- y -4.74 -1.59 1.89
y y -4.96 -1.66 1.93
Event countries: IV - - -3.99 -3.31 2.29
y - -3.52 -7.72 1.81
- y -3.66 -2.75 2.23
y y -3.61 -9.76 1.79




Table C.3: One-year effects of changes in labor regulation on capital shares: Regression estimates

Initial Effect on
Specification 5y FE conditions | capital share t-stat 1-stage t-stat
All countries: OLS - - -0.45 -3.34
y - -0.44 -3.84
All countries: OLS - y -0.43 -3.29
y y -0.43 -3.51
Event countries: OLS - - -0.82 -2.71
y - -0.84 -2.68
- y -0.81 -2.73
y y -0.84 -2.73
Event episodes: OLS - - -3.03 -1.56
y — -2.85 -1.24
- y -2.89 -1.39
y y -2.99 -1.12
Carnation Revolution date
Event episodes: IV — — -5.67 -1.86 2.34
y - -5.35 -6.22 11.61
- y -5.79 -1.75 2.24
y y -5.61 -6.92 13.39
Event countries: IV — — -2.35 -2.31 2.03
y — -2.33 -6.04 2.79
- y -2.25 -2.21 2.02
y y -2.26 -4.95 2.70
Pure algorithm
Event episodes: 1V - — -5.77 -1.85 2.37
y - -5.86 -10.36 5.09
- y -5.40 -1.81 2.37
y y -6.13 -7.45 5.31
Event countries: IV — — -2.10 -2.23 2.12
y -2.09 -7.98 2.79
- y -2.06 -2.21 2.12
y y -2.05 -7.73 2.76
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D Additional evidence regarding right-to-work legislation

We repeat the same exercise as in Subsection 2.3, but now we look at real GDP growth instead of
labor shares. Real GDP growth is computed using the change in state total private-sector GDP
deflated by the national GDP deflator. Since the data start only in 1963, the year Wyoming adopted
the new legislation, GDP growth in Wyoming is normalized to zero for the first year after adoption.
Before 1997, we use private SIC industries. From 1997, we use private NAICS industries.

Figure D.8 reports the evolution of real state private industry GDP growth after the adoption
of right-to-work legislation (in absolute levels and relative to the U.S.). Table D.4 presents a panel
regression analysis of the data. Standard errors are clustered by state and industry, and two-sided
p-values are in parentheses.

Change in real GDP growth and change relative to U.S.
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Figure D.8: Change in real state private industry GDP growth after right-to-work adoption.



Table D.4: State-industry panel regression: Right-to-work laws and real GDP growth

Controlling for state FE, and industry FE

Level 1y change 2y change 3y change 4y change 5y change
Right to Work -0.01
(0.99)
Change in RtW 0.82 0.16 0.87 1.03 0.87
(0.14) (0.88) (0.45) (0.26) (0.31)
Controlling for state FE, quadratic trend, and industry FE
Level 1y change 2y change 3y change 4y change 5y change
Right to Work 0.64
(0.09)
Change in RtW 0.94 0.14 0.85 1.03 0.88
(0.10) (0.90) (0.45) (0.25) (0.28)

E Additional VAR results

Figure E.9 plots the IRFs from the small VAR with a quadratic trend.
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F Large VAR

To check the robustness of the VAR exercise in the main text, we now present results using a larger
VAR. In addition to the labor market and the non-corporate business sector, this VAR captures
asset prices, consumption, and investment. As a result, we arrive at the following ten-variable
VAR: (1) the (log) of the federal minimum wage relative to the PCE deflator, (2) the net capital
share in the corporate non-financial sector, (3) the average of the total returns of consumer and
manufacturing firms, (4) the unemployment rate, (5) non-farm labor productivity in the business
sector, (6) labor market tightness, (7) capacity utilization, (8) real private investment, (9) real
private consumption, and (10) the average corporate tax rate. Instead of using the cumulative
total return in Greenwald et al. (2014), we use the (unweighted) average of the cumulative total
return in the consumer and manufacturing sectors based on the five-sector Fama-French industry
classification because we expect the minimum wage to be more important in these sectors.?? Again,
we use four lags in the estimation.

Minimum wage shocks are also clearly redistributive in this large VAR. Figure F.10 shows the
IRFs to a typical minimum wage shock of 10%. Such a shock causes the capital share to drop by
0.25 to 0.5 pp. for two to five quarters with 68% posterior credibility. The labor market worsens,
with unemployment rising by 0.5 to 1.5 pp. about a year after the initial shock. Labor productivity
increases slightly with a delay, consistent with a selection effect. We also find that the stock market
valuation drops significantly. Investment drops 5% at the peak and with it capacity utilization.
Finally, there is a delayed decline in the average corporate tax rate. This decline may reflect the
progressivity of the corporate tax code as corporate profits fall.
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Figure F.10: Responses to a 10% real minimum wage shock in extended VAR: 1951-2014.

Many states set minimum wages above the federal level, particularly in the second half of our
full sample. Hence, we incorporate state minimum wage changes in our analysis. More concretely,
prior to estimation, we aggregate minimum wages across states by weighting them with the relative
populations of each state. This weighting is imperfect given that the unemployment rate in our
VAR is labor force weighted and stock returns are weighted by market capitalization.

29We use these sectors because our empirical model does not speak much to the other three sectors. We focus
on the non-financial corporate business sectors and thus drop the “other” sector that includes financial firms. See
for the source data: http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html. Our results
change little when we include only one of the sectors at a time.

30We use the data from Autor et al. (2016). Their coverage of Washington, D.C., has a gap, so we drop it. For the
other states, we compute the change in the maximum of the state and the federal minimum wage, quarter by quarter.
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Combining state and federal minimum wage strengthens the redistributive effects we estimate;
see Figure F.11. After a minimum wage shock, there is a drop in the capital share that lasts for
three to four years and peaks -1 to -1.5 pp. after six quarters. With a delay, unemployment rises
significantly after five quarters, while stock values, consumption, and utilization fall. The differences
in the size and shape of the IRF's of this exercise are not due to the different sample period compared
to our large VAR baseline.

We also report several robustness exercises. First, in Figure F.12, we plot the IRF's from the large
VAR in the post-1974 sample. Second, in Figure F.13, we plot the IRFs from the same VAR, but
now with a quadratic trend and using shocks to the real effective state-level minimum wage. Third,

in Figure F.14, we plot the IRFs of the same VAR with a quadratic trend for the full 1951-2014
sample.
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Figure F.11: Responses to a 10% real effective state-level minimum wage shock in extended VAR:
1974-2014.
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Figure F.12: Responses to a 10% real minimum wage shock in extended VAR: 1974-2014.

We deflate this nominal increase and average it across states using annual population weights.
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Figure F.13: Responses to a 10% real effective state-level minimum wage shock in extended VAR:

1974-2014, quadratic trend.
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Figure F.14: Responses to a 10% real minimum wage shock in extended VAR: 19512014, quadratic
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G State minimum wage changes

Here we examine the relationship between changes in the maximum of statutory state minimum wage
and federal minimum wages, deflated to constant 2010 real dollars, and three outcomes: (1) changes
in the gross capital share, (2) changes in the unemployment rate, and (3) real GDP growth per capita.
The state-level data are the same as in Section 2.3, except that we obtain the unemployment rate
from the BLS via Federal Reserve Economic Data (FRED).3! We regress the outcome variable on
the current or lagged changes in the applicable nominal minimum wage, converted to 2010 dollars.
In all specifications, we include state year fixed effects and cluster the standard errors by state. We
also report variants that also include year fixed effects. For each specification, we report results for
the full sample, and the sample of state-years with actual changes in the minimum wage.

Our results are the strongest for the capital share. Figure G.15 documents a significant negative
relationship between changes in state minimum wages and the gross capital share within states in
the specification that considers only state-years with changes in the minimum wage and includes
year fixed effects. Table G.5 includes the detailed regression result that corresponds to the figure.
Panel (a) reports regressions using the full sample, where columns (al) through (a4) include state
fixed effects, while columns (ab) through (a8) also include year fixed effects. Here, the point esti-
mates point to a decline of the capital share in the year of the minimum wage increase and the year
after, with a reversal after two years. The declines are, however, not significant with the year fixed
effects. When we condition on changes in the minimum wage only and use only state fixed effects,
we find no significant change in the capital share on impact (column (bl)), but a decline of 0.8
pp. with a one-year delay (column (b2)), and a partial reversal two years after (column (b3)). The
results are similar when we estimate the impact and lagged effects simultaneously (column (b4)).
With year fixed effects, we find an impact decline in the capital share of 0.42 (column (b5)) and a
further decline of 0.46 in the year after (column (b6)), resulting in a cumulative decline of around
0.9 pp. for a one-dollar increase, similar to the estimate without year fixed effects. Two years after,
this effect is partially reversed (column (b7)). Jointly estimating the effects yields similar signs,
but smaller magnitudes and no statistical significance (column (b8)). Using all state-years for the
estimation yields results similar to those with only state fixed effects, but insignificant results once
we also include year fixed effects.

Tables G.6 and G.7 show the analogous results for economic activity, measured as changes in
the unemployment rate or the real per capita GDP growth rate. For all state-years and with only
state fixed effects, we find significant increases in the unemployment rate and decreases in real GDP
growth on impact and two years after, as columns (al) through (a4) show. A one-dollar increase
in the minimum wage is associated with an increase in the unemployment rate of 0.7 pp. and a
decrease in the GDP growth rate of 2.2 pp. in the year of the increase. These results weaken,
however, once we introduce year fixed effects, in which case only the effect after two years remains
significant for both the unemployment increase and the reduction in GDP growth (columns (a7)
and (a8)). Conditioning on years with changes, our results for GDP growth are very similar: We
find a significant drop on impact and after two years (columns (bl), (b3) and (b4)), but with year
fixed effects the results become largely insignificant, except in column (b8), which also points to
a decrease in GDP growth with a two-year lag. For the unemployment rate, the results are more
subtle when we consider only years with changes in the minimum wage. With state fixed effects
only, we estimate a 0.3 pp. drop in the unemployment rate on impact (column (b1)), followed by
increases of 0.4 pp. and 0.8 pp. (columns (b2) and (b3)). Estimating the current and lagged effects
jointly points to statistically and economically significant drops on impact and with lags of one and
two years (column (b4)). With year fixed effects, however, the results are largely insignificant.

31The ticker symbols are AKURN, ALURN, ..., downloadable from http://research.stlouisfed.org/fred2/.
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Figure G.15: Change in state statutory minimum wage and change in private-sector capital share:

Contemporaneous and lagged relationship.

Table G.5: State panel regression: Statutory state minimum wage changes and gross capital share

(a) All state-years
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A capital share (pp.) (al) (a2) (a3) (ad) (ab) (ab) (a7) (a8)
A statutory min.wage (real USD) -0.173* -0.091 -0.223 -0.039
(-1.77) (-0.59) (-1.61) (-0.29)
L.A statutory min.wage (real USD) -0.57 1%k -0.572%%* -0.227 -0.220
(-6.22) (-5.79) (-1.29) (-1.26)
L2.A statutory min.wage (real USD) 0.139 0.316** 0.378* 0.406*
(0.94) (2.31) (1.72) (1.85)
R-squared 0.01 0.03 0.01 0.03 0.22 0.19 0.20 0.20
R-sq, within 0.00 0.02 0.00 0.01 0.00 0.00 0.00 0.00
Observations 1886 1838 1790 1686 1886 1838 1790 1686
States 51 51 51 51 51 51 51 51
State FE Yes Yes Yes Yes Yes Yes Yes Yes
Year FE No No No No Yes Yes Yes Yes
Sample All All All All All All All All
(b) State-years with minimum wage changes only
A capital share (pp.) (b1) (b2) (b3) (b4) (b5) (b6) (b7) (b8)
A statutory min.wage (real USD) -0.045 0.034 -0.420%* -0.114
(-0.28) (0.19) (-1.84) (-0.64)
L.A statutory min.wage (real USD) -0.827 %% -0.499%%* -0.461%* -0.297
(-4.49) (-4.66) (-1.71) (-1.50)
L2.A statutory min.wage (real USD) 0.196 0.460** 0.524* 0.388
(0.81) (2.60) (1.89) (1.44)
R-squared 0.03 0.06 0.06 0.06 0.26 0.23 0.26 0.24
R-sq, within 0.00 0.02 0.00 0.02 0.00 0.00 0.01 0.01
Observations 841 797 796 1104 837 793 793 1103
States 51 51 51 51 51 51 51 51
State FE Yes Yes Yes Yes Yes Yes Yes Yes
Year FE No No No No Yes Yes Yes Yes
Sample Changes  Changes Changes Changes | Changes Changes Changes Changes

Standard errors are clustered by state. t-statistics are in parentheses.
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Table G.6: State panel regression: Statutory state minimum wage changes and unemployment

A unemployment rate (pp.)

(a) All state-years

(al) (a2) (a3d) (ad) (a5) (a6) (a7) (a8)
A statutory min.wage (real USD) 0.694%** 0.318%*** -0.037 -0.018
(7.79) (4.24) (-0.44) (-0.20)
L.A statutory min.wage (real USD)