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Competing	Theories 
Noncompetes	give 	firms	 future 	labor/product	market	 
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not	have	access	to	services	(i.e., 	physicians) 
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What 	are	the	efficiency 	justifications?	 
• Incentivize	firm	investment	to	resolve	“hold-up”	 

problem 

• Worker	“freedom-to-contract” 

Where	does	the	evidence	 
point	 so	 far? 
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Not Addressed Today: 
• Externalities 
• High-Tech, Physicians, Executives 
• Effects on firms: hiring, performance,… 

• Effects on investment by workers/firms 
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How	does	banning	noncompetes	influence 	low-wage 	workers? 

Source:	Lipsitz	and	Starr	(2019):	“Low-Wage	Workers	and	the	Enforceability	of	Non-Compete	Agreements”	 Management	Science 6 
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How	does	banning	noncompetes	influence 	low-wage 	workers? 

• Positive wage effects across most worker characteristics (age, gender, education, occupation, industry) 

• Higher 	“status”	jobs,	and	more 	stable 	jobs	(salaried) 

• Policy	Notes:	Also	included	garden	leave,	early	notice 

Source:	Lipsitz	and	Starr	(2019):	“Low-Wage	Workers	and	the	Enforceability	of	Non-Compete	Agreements”	 Management	Science 6 
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How	does	notice/lack	of	notice	matter	for	workers? 

Source:	Starr	et	al.	(2020), Journal	of	Law	and	Economics 8 
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satisfaction. 

• “Early-Notice	 
Noncompetes”	 
associated	with	higher	 
initial	wages, 	more	 
training, higher	job	 
satisfaction. 

• CAVEAT:	 Wage	effects	 
reduced in higher 
enforcing	 states,	 
regardless	of	timing. 

Source:	Starr	et	al.	(2020), Journal	of	Law	and	Economics 9 
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Prescott	and	Starr	(2020):	“Subjective	Beliefs	about	Contract	Enforceability” 

13 



What 	about 	other	restrictive	covenants? 

14 



What 	about 	other	restrictive	covenants? 

Individual-Level	 Data	 (N=27k) 
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What 	about 	other	restrictive	covenants? 

Individual-Level	 Data	 (N=27k) Firm-Level	Data	 (N=1.5k) 

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