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Answer: For the most part, we don’t know
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• Decline	of	unions:	“I	can	tell	you	that	unions	never	
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—Damon	Silvers,	AFL-CIO

Likely	that	use	of	other	provisions	increased	over	time
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Two	questions
1.	What	do	we	know	about	the	use	of	these	provisions?		

2.	How	do	they—or	the	policies	that	regulate	them—	influence	
wages,	mobility,	entrepreneurship,	innovation?
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More	Common	in	High-Tech	Industries

Source:	Balasubramanian,	Starr,	Yamaguchi	2020	“The	Co-Adoption	of	Restrictive	Covenants”

Firm-Level	Data	
1.5k	respondents
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Use:	What	happens	if	a	
worker	signs	a	provision?

DIFFERENT,	though	related,	parameters
• Harder	to	estimate	causal	effect	of	use

1. Literature	focuses	mostly	on	noncompetes	(some	trade	secret	law)	
2. Distinction	between	noncompete	Enforceability	and	Use



Challenges	to	Freedom	of	Contract
Details	of	the	noncompete	contracting	
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Mixed	results	on	earnings	re:	noncompete	use	
• Physicians	(Lavetti	et	al.	2019)		
• Executives	(Kini	et	al.	2019,	Garmaise	
2011)	

Selection	concerns	unresolved.



Hawaii’s	2015	noncompete/nonsolicit	ban	for	tech	workers	raised	
mobility	and	earnings
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Banning	Noncompetes	Raises	New	Firm	Entry
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Balasubramanian,	Sakakibara,	Starr,	Ramanathan	(2020) Kang	and	Fleming	(2020).

See	also	Starr	et	al.	(2017),	Jeffers	(2019),	Stuart	and	Sorenson	(2003),	and	Marx	(2018).
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Starr,	Frake,	and	Agarwal	(2019)	OrgSci:	“Mobility	Constraint	Externalities”	.		

See	also,	Johnson,	Lavetti,	and	Lipsitz	(2019):	Negative	wage	effects	of	enforceability	spill	across	state	borders.
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Noncompete	use	and	enforceability	boosts	firm	
investment	
• Conti	2014,	Jeffers	(2019),	Starr	(2019),	Starr	

et	al	(2020)

Jeffers	2019	“The	Impact	of	Restricting	Labor	Mobility	on	Corporate	Investment	and	Entrepreneurship”
Positive	investment	effects	only	in	highly	competitive	markets
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Prescott	and	Starr	(2020):	“Subjective	Beliefs	about	Contract	Enforceability”

Starr,	Prescott,	and	Bishara	(2020)	JLEO:	“The	Behavioral	Effects	of	
(Unenforceable)	Contracts”	

(Unenforceable)	Noncompetes	Exert	
Chilling	Effect	on	Mobility



Concluding	Remarks
• Growing evidence that post-employment restrictive covenants likely contributed to 

declining economic dynamism 

• Some policies have proven effective in combatting declining dynamism 
• Not clear what to do re: unenforceable contracts and chilling effects 

• Many opportunities for future work 
• Gather historical data: link adoption patterns to dynamism directly 
• Resolve selection vs. treatment concerns 
• Address innovation/investment discrepancies 
• Broaden beyond noncompetes 
• Many more …
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