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insignificant  us3(a)4ge(a)nt 
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Occupational licensing has grown to be one of the largest institutions in the U.S. labor 

market (Kleiner and Krueger, 2013). To illustrate, 
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The Role of Different Institutions on Wage Determination 
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already licensed occupations. Therefore, licensing duration�² the time from the implementation 

of occupational licensing legislation�² may matter. It may take years for the full effects of 

occupational licensing to be realized in the labor market, and for the analyst to observe these 

changes on wages, hours, and employment. A similar effect of regulation would occur when the 

occupation ratchets up the requirements for entry, 
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Figure 1 presents a timeline of state licensures for all 13 occupations we analyze. The 

sample includes individuals who were either in one of 
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years, 51-100 years, and greater than or equal to 101 
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status over the period of our analysis. In columns (4) and (6), we show the influence of the 

duration on wage determination with a dummy for each universally licensed occupation as a 

benchmark for our other specifications. The overall influence of occupational licensing is 

between 4 and 9 percent. The estimates in column (6) in panel B show that wage increases by 5 

percent in 4 through 10 years after adoption, and then increases gradually to almost 20 percent 

for those individuals in occupations that have been licensed for more than 100 years. In column 

(4), the estimates suggest that for ever
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exact matching on potential experience and marital status, and exact matching on race and 

gender. We 
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benefits (Ketel, et al., 2016). In Figures 3 and 4 we show estimates for a wide variety of 

occupations using the various control groups, each of which may have experienced different 
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(CPS).21 Specifically, we regress an indicator of switchers on an indicator o 
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Figure 1. Timeline of When Occupations Became Licensed 

Note: 
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Figure 2. Estimated Licensing Effects on Log Hourly Wage before, and after Licensing Statutes 
r
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Figure 5. Licensing Wage Effects and the Probability of Switching into an Occupation 

 
Note: 
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Figure 6. Licensing Wage Effects and the Probability of Switching out of an Occupation 

 

 
Note: We estimate the likelihood of switching out of each universally licensed occupation. 
Specifically, we regress indicator of switcher on indicator of each universally licensed occupation, 
income, categorical duration, sex, marital status and year fixed effects. Next, we plotted the 
licensing wage effects and the churn of workers for each occupation to see any pattern between 
churn of workers and licensing wage effects. 
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Table 1. Control and Treatment Groups:  Composition of Occupations 

 Treatment Group Control Group 

Sample Construction I Licensed workers in the 13 
universally licensed occupations 
between 1940 and 2015:  architects, 
accountants, barbers, cosmetologists, 
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Table 2. Means and Standard Deviation of Licensed and Unlicensed Occupations: By Regulation 
Status  

VARIABLES 

13 Universally Licensed Occupations Occupations That Are 
Unlicensed Throughout 
Our Period of Analysis 







41 
 





43 
 

Table 6. Effects of Licensing Duration on Total Worked Hours per Year  
Panel A. 13 Universally Licensed Occupations 

Note:  All models include indicators for gender, race (white vs. others), dummies for marital status (married vs. unmarried), years of education, potential experience and a 
quadratic function in potential experience; *** significant at the 0.01 level; ** significant at the 0.05 level; * significant at the 0.1 level; standard errors are constructed 
using the heteroscedasticity robust covariance matrix that allows for clustering at the state-occupation level. 
 

 (1) (2) (3) (4) (5) (6) (7) (8) 
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B. Occupations that Changed Their Regulation Status over the P5(taiod of5(t )-9(Oe)-7ure)3 Analtysis4 
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Table 7. Effects of Licensing Duration on Total Worked Hours per Year  
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Table 8. Descriptive Statistics for Grandfathered Workers 

 13 Universally Licensed Occupations  
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B.  Occupations that Changed Their Regulation Status over the Period of Our Analysis 
 (1) (2) (3) (4) 
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B.  Occupations that Changed Their Regulation Status over the Period of Our Analysis 
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Table 11. Oaxaca Decomposition Analysis of New Entrants Relative to Grandfathered Workers  

 (1) (2) 
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Table 12. Effects of Licensing Duration on Labor Market Participation using ACS 2001-2015 
Panel A. 13 Universally Licensed Occupations  

 (1) (2) (3) (4) (5) (6) (7) (8)
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Panel B.  Occupations that Changed Their Regulation Status over the Period of Our Analysis 
 (1) (2) (3) (4)
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Pre-existing 
Practitioners
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Appendix Table 1: Number of Observations by year and Occupations with Regulation Status 

 

 

13 Universally Licensed Occupations 

Never Licensed 
Occupations 
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Appendix Table 3: Number of Observations by year and Median Duration 
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Appendix Table 4. Means and Standard Deviation of Licensed and Unlicensed Occupations: By 
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Appendix Table 6. Estimates of the Influence of Grandfathering on Hourly Wage  
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Appendix Table 7. Estimates of the Influence of Grandfathering on Hours Worked per Year  

 



62 
 

Appendix 8. Table. Matching Summary-Licensure Effects 

Panel A. 13 Universally Licensed Occupations  
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Panel C.  Grandfathering  

Control Group Relative to Unlicensed 
Workers in Universally 
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Panel B. Occupations that Changed Regulation Status over the Period of Our Analysis 

Control Group 
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Appendix Table 10. Difference-in-Differences Coarsened Exact Matching Estimate of Effects of Occupational Licensing Duration   
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Panel B. Occupations that Changed Regulation Status over the Period of Our Analysis
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Appendix Table 11. Difference-in-Differences Coarsened Exact Matching Estimate of Grandfathering 

 (1) (2) (3) (4) (5) (6) (7) (8) 
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Appendix Table 12. The Estimated Impact of Occupational Licensing on Hourly Wage 

Panel A.13 Universally Licensed occupations  

 (1) (2) (3) (4) 
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Panel B. 





73 
 

Appendix Table 14. �7�H�D�F�K�H�U�¶�V���5�H�J�X�O�D�W�L�R�Q���'�D�W�D 

State Name Year of Initial Licensure Statute/Source
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Tennessee 1913 
TN. 58th General Assembly, Public Acts, 1913, Ch. 40, H.B. 
174 

Texas 1839 TX. 4th Republic Congress, 1st Session 1839, pp. 148 

Utah 1876 UT. Col69.57 -

W* 29B39, pp. 148
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Appendix Table 15. Effects of Licensing Duration on Labor Market Outcomes of Part-time and 
Full-time Workers 
Panel A. 13 Universally Licensed Occupations
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Appendix Table 16. Heterogeneous Licensure Wage Effects Across Different Occupations and 


