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Abstract: There is ample empirical evidence that the labour supply to an individual employer is
not perfectly elastic with respect to wages. This implies employers have potential monopsony
power. This paper aims to estimate the extent to which potential monopsony power passes
through to lower wages. Using German administrative data, we find that the average pass-
through is nearly 40%. We also show that the pass-through is lower where collective
bargaining and work councils are present. When estimating the pass-through along the wage
distribution, we find that monopsony power is most severe in low-wage labour markets.



