


You grew up with Cornell at your back door. Did you dream of coming 
to school here, or did you want to go elsewhere because you grew 
up here?
Growing up here, I definitely wanted to get a bit farther away, so
I did not apply to Cornell. I went to Union College, a small liberal
arts and engineering school in Schenectady, New York. 

Upon coming to Cornell as a faculty member, what distinguished Cornell
from other places you have been: Harvard, Berkeley, and Michigan, for
example? 
These universities and places all have a similar feel, but only
Ithaca is home. When I interviewed on campus, I stayed at the
Statler Hotel above the room where I stayed for my senior prom.
It felt good to come back. I have many fond memories here. 

But what truly distinguishes Cornell for me is the combination 
of strengths in my different areas of research. We have a great
group of labor and education economists in Industrial and Labor
Relations and in my department, along with the health economists.
Our department also has a lot of energy that stands out when
compared to other places. We have a dynamic group of young
faculty. However, I had incredible mentors while at the other places.

Let’s talk about your research.
I work in three areas: education reform, health policy, and welfare
policy. The organizing theme of these three paths of research
revolves around low-income people. I am interested in what gov-
ernment policies can do to improve the well-being of low-income
people in the United States. 

My education research covers numerous education reforms. I
study education policies aimed at urban schools. Some of these
policies relate to bilingual education. For example, what is the
best way to educate immigrant youth when they come to the
United States in order to prepare them to succeed in the labor
market, so they do not end up poor? In general, what is the best
way to keep people from ending up poor?

Welfare policy has a direct connection with the well-being of low-
income families. I explore how changes in the welfare policies
after the 1990s have affected both labor force participation rates
and the income of single mothers with children.

My current research in the health field is more theoretical and
relates to a fundamental question in labor economics. It investigates
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the empirical relevance of the main model
that labor economists use to think about
the low-wage labor market. A lot of eco-
nomic theory is built on the premise that
employers do not have a lot of leeway in
setting workers’ wages. Rather, they need to
pay them whatever the market commands
or they will find all their workers leaving
for jobs that pay them what they are worth.
The basic assumption of this model is that
low-income workers have many other

employment options and, so, find it easy to
switch jobs if their wages fall below what
other firms are paying. For example, if one
particular fast food restaurant tries to lower
their wages, these workers find it easy to
switch to a competitor of that employer. 

If you accept this kind of model for how
the low-wage program works, employers do
not have a lot of power to pay below mar-
ket wages. This facet of the model has
strong predictions for a variety of important
government labor market policies. For
example, one implication of the model is
that minimum wage laws reduce employment,
because they raise costs to employers. A lot
of evidence, however, suggests that minimum
wage increases may not cause reductions in
employment, posing a puzzle for the com-
petitive model of the labor market. 

If, on the other hand, you take the view
that employers have some power to set
below–market-level wages, then the situa-
tion becomes fuzzy. Monopsony-related
theories of the labor market broaden the
range of possibilities with a policy interven-
tion like the minimum wage—the effect on
employment becomes theoretically ambigu-
ous. I am working on a direct test of which
of these two labor market models is more
applicable. Does the monopsony model
apply to low-wage workers? Little empirical
evidence exists on the question. I aim to
contribute in this area. 

What is monopsony?
Traditionally monopsony referred to a situ-
ation where there was only one buyer of
labor in an area: a “company town” situa-
tion. Newer theoretical work shows that the
same kind of dynamics can arise even with
many employers if there’s limited information
about other job options or if jobs are not
perfect substitutes in the eyes of potential
employees. 

What are your findings so far? 
Against my expectations, so far it looks
like employers have relatively little market
power in the low-wage market. My case
study focuses on differences in labor market
dynamics for nurses with different levels of
qualifications. I contrast registered nurses, a
traditional focus of monopsony theory, with
nurse aides, who have a lot less training
and a lot more options for switching into
other less skilled jobs. 

Many economists dismissed the idea that 
a monopsony model could apply to these
markets. Recently, however, more evidence
suggests that even in the fast food indus-
try, the monopsony model might apply,
and a lot of theoretical developments sug-
gest that it could be pervasive throughout
high-skilled and low-skilled labor markets. 

Do you move from one industry to another in
this particular research? 
Yes. I am working on the nursing industry
now. I like to identify naturally occurring
experiments—serendipitous events that
happen and create settings that mirror
experimental conditions in the natural sci-
ences—that are hard to get in the social
sciences. 

But you still do empirical research?
Yes. I am examining an event, the passage
of minimum staffing legislation for nurs-
ing homes in California, to test the models.

The “perfect competition” view says that if
employers want to hire more people at their
firms, they go out into the market, and
they hire more people at the prevailing
wage. It does not matter how many people
they want to hire, they can always find as
many workers as they want at that wage.
The implicit assumption is that the job I
offer is the same as the job my competitor
offers, so there is no reason for the employee
to ask me to pay a higher wage. If I pay a
cent more, I could get everyone from the
other firm to come over to my firm. 

The other view—monopsony—says there are
specific reasons why people choose partic-
ular job sites: the job is closer to their home,
or the job offers a less abrasive boss. For
reasons like these, the monopsony view 
of the world says that if I want to hire
more people, I need to offer higher wages
to attract them away from where they 
currently are. 

This suggests a simple way of thinking
about a test for monopsony: find some
firms that are trying to hire more workers
and see if they need to raise their wages
relative to the market level. It is difficult 
to find examples, however, where only one
firm in a particular industry is trying to
hire more workers. Usually, all firms are
trying to get bigger at the same time
because they face similar business cycles. 

How will you test this model? 
The trick is to identify the reason why one
firm would want to hire more workers, but
another firm might not want to hire more
at the same time. What I am relying on as
my naturally occurring experiment is this:
California has recently passed minimum
staffing legislation for nursing homes and
hospitals. Essentially, the law requires
these firms to have a minimum number of
nurses for every patient they have. Some
hospitals already have high staffing levels,
so they are in compliance with the law
and don’t need to do anything. Other
places have low staffing levels, so they are
forced to comply with the legislation by
hiring more workers. This creates the rea-
son why, depending on initial staffing
level when the law passed, some firms
need to hire a lot more nurses, and other
firms do not need to do anything. After

This is something I have always struggled
with—how to effect change. When I was finishing
college, I struggled with whether I wanted go
into policy, academia, or journalism. Which
would actually make a difference?
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the law went into effect, we do indeed see
the differential changes in hiring among
firms, even in the same local labor mar-
kets. Some firms need to grow in order to
comply. The question is whether the firms
that need to grow need to raise their wage
offers in order to do so. This is the nature
of the test. 

How will you want the results used?
I think there’s a tendency for people to think
of theory as evidence. Critics of minimum

wage laws sometimes cite the predictions
of the standard theory as evidence that
minimum wage raises are a bad idea. The
bottom line for me is that I don’t think
there’s a lot of empirical evidence about
whether the standard model does a good
job of describing the labor market. I’m
hoping to fix that, and I hope to get people
to reconsider their faith in the standard
model with my work.

How does policy research effect change?
This is something I have always struggled
with—how to effect change. When I was
finishing college, I struggled with whether
I wanted go into policy, academia, or jour-
nalism. Which would actually make a
difference? I am still a bit agnostic about
what is the best way. I have seen work
that I have done on specific issues fall flat
and not make a lot of difference. And I
have seen work that I have done warped in
order to be used—the policy it was used to
support bore no relation to the findings of
the research. Many times, policy making is
done where the two sides stack up pieces
of paper and whoever sets the highest
stack claims the victory, or where the find-
ings of policy research are not relevant at
all to the real issue. 

Given that I am in this business, I have to
believe that ultimately it will matter, even if
it only jostles policy makers on the track of

pursuing a crazy policy. This is my version
of Pascal’s wager: it is best to have the
research there. 

To be in an environment where I can teach
is what makes me feel useful at the end of
the day. I think we have to have a lot of
faith that our research will make a differ-
ence in the policy arena. But teaching
students and watching the impact we have
on them in real time is tangibly rewarding
and a direct link to contributing to society. 

You said that you must have faith that research
does make a difference—that it raises the
debate or highlights an issue and brings it
into focus … 
Most of the cases I can think of where 
evidence has helped change a system—
been put to good use—is in the debate
process. But it is not clear that evidence
was the decisive factor. People use evidence
when they argue about policy, but it is not
clear whether they used only the evidence
that supports their position. Some of my
mentors have a much rosier view of how
this works than I do, but I believe there
are positive results. 

Much of my research is on bilingual edu-
cation. Many state legislatures have moved
to ban bilingual instruction. A lot of the
research cited—this is a research-driven
debate—are studies that say bilingual edu-
cation is not good. These studies are not
uniformly high in quality, to put it mildly.
Through the review process, researchers
can and need to effectively hold research
to a higher standard. For example, in the
bilingual education literature, results that
suggest bilingual education hurts children
are often generated by studies that fail to
compare students who are similarly situated.
Children in bilingual education have parents
who usually have less education, have not
been in the country long, and do not speak
English well. This is why they are in bilingual
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Fascinating!

My current research: What is the best way to
keep people from ending up poor?

One implication of the “competitive” model
of the labor market is that minimum wage
laws reduce employment, because they raise
costs to employers.

A lot of evidence, however, suggests that
minimum wage increases may not cause
reductions in employment. 

Against my expectations, so far it looks like
employers have relatively little market
power in the low-wage market. 

I like to identify naturally occurring experi-
ments—serendipitous events that happen
and create a setting similar to the experi-
mental conditions used in the natural
sciences.

To be in an environment where I can teach is
what makes me feel useful at the end of the
day. I think we have to have a lot of faith
that our research will make a difference in
the policy arena.
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programs. Comparing them to children
who are not in bilingual programs and
then saying, “Oh, bilingual doesn’t work,”
is crazy. Yet there are studies that do
exactly this that get published and cited 
in this debate. 

What are you looking forward to doing?
I began a project in Japan (while working
for a research institute there) on wage dis-
tribution and computer technology, which
I have not written a paper about, yet it is
still important and a key interest of mine.
In order to get access to Japanese data
that will allow me to do the work, I need
to be deputized by the Japanese Ministry
of Labor, which is a long process. I left
Japan just shy of crossing that hurdle. The
project was difficult to undertake in gradu-
ate school if I wanted to leave on time.
And it is a high-risk project to take on as
an assistant professor without tenure. 

I became interested when doing interviews
with executives in Japan (at Fujitsu Computer
Corporation’s research institute), asking
how they had used computer technology
to improve productivity. A few managers
talked about how they had introduced a

new billing system that allowed them to
save x number of hours per month. I 
wanted to know if there had been resistance
among workers in adopting the technology
that would make them obsolete, and how
they handled it. When we asked large
companies, they were puzzled and replied,
“We didn’t get rid of anybody. They’re
doing something else now.” I got the mes-
sage that Japanese firms are more reluctant
to fire workers whose old jobs are replaced
by newly adopted technology. It seemed that
large firms would find a different way in
which these employees could be productive
within their firms. 

Different versions of this might have a 
lot to do with how Japan has avoided the
increase in income inequality that can come
with the increase in computerization. What
was interesting, however, is that many 
people I interviewed turned my research
question around. I asked, “How have you
avoided the increase in inequality that
comes with computerization?” They replied,
“I think this is a real problem with our
economy—there is not enough inequality.”
They talked about the lack of inequality
leading to less incentive for people to
innovate in ways like the United States.
This is an intriguing question to which I
hope to return.

How did you become interested in academia
and this area of research?
When I went to Union College, I wanted to
be an engineer because my grandfather was
an engineer, and I had grown up idolizing
him. I took a required economics class with
a professor who was inspiring, and the
topic was interesting. Gradually I began to
shift my focus toward economics rather
than engineering. I majored in economics
and East Asian studies. 

After Union, I took a very circuitous path
to get here. I pursued a volleyball career
for a short time until an injury ended that.
But while I was playing with an Ithaca
volleyball club, I met a city planner, a
graduate of the Cornell Institute of Public
Policy, who was working on a project for
Tompkins County Transit Authority. His
work was to find the most efficient set of
routes to replace the routes of the three
systems in merging the bus systems

together in Ithaca. It was a mathematical
project involving running the fewest number
of miles for the bus system in such a way
that served the most people. It tickled my
brain, so I went to work for him for a year.
After that, I decided on public policy and
went to the Kennedy School of Government
at Harvard. While I was there, I started to
transition more into my current interest—
working on economics and thinking about
how public policy can improve the well-
being of people in the United States. 

There must be more to your circuitous route.
Yes, it took a while to get here, but I have
enjoyed all the scenes along the way. I got
a master’s degree in public policy at the
Kennedy School, and although I had been
accepted into the PhD program there, I decid-
ed to work for a bit. I received an interesting
offer from a research firm in Japan. 

At the time, the outgoing chairman of
Fujitsu Computer Corporation wanted to
establish a think tank in Japan to focus on
long-range public policy issues. Most of the
think tanks in Japan had focused primarily
on short-term economic forecasting. They
were totally attached to banks, serving banks
and the investment community in Japan.
The outgoing chairman of Fujitsu wanted
more debate over public policy issues in
the interest of the average citizen. So Fujitsu
put up a lot of money to establish a research
institute modeled after the U. S. Brookings
Institution—a place that focused on long-
range public policy issues. 

The institute recruited people with research
questions in public policy and gave them a
lot of resources to answer their questions.
My interest was how computerization
impacts wage distribution. At the time,
most economists blamed the introduction
of computer technology for the increase in
earnings inequality in the United States. I
wanted to know why in Japan, where the
same kind of computer technology was
being introduced, we did not see increases
in these inequalities—the research question
to which I look forward to returning.

I worked on that question and related
questions for two years in Tokyo. I then
convinced the firm to allow me do the
same work while based in the U.S. I spent
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another two years working in New York
City for Fujitsu, going back and forth
between the two cities.

Because I was also interested in welfare-
to-work issues, I consulted for the Center
on Addiction and Substance Abuse, which
is affiliated with Columbia University. This
group had developed a treatment program
designed to get women with substance
abuse problems back into the workforce.
The program combined job training with
substance abuse training. I worked on an
evaluation of these programs while I con-
tinued my work in Japan. 

How did you get back to academia?
A couple of things happened. While I was
working in Japan, people started to take my
research seriously. I was invited to give
presentations at the Bank of Japan and the
Ministry of International Trade and Industry.
I became a bit worried. I wanted to be sure
I was nailing the answers to the questions.
I felt that if I wanted to stay in this busi-
ness, then I needed to go back to school. I
started to feel dangerous [laughter]. I went
to the University of Michigan for my PhD
and did a joint program in economics and
public policy. 

You did a postdoc at UC–Berkeley after that.
That’s right. I was at the Robert Wood
Johnson Foundation, a health policy research
program. I accepted a position at Cornell
after my PhD, but deferred it for two years
while I went to Berkeley. 

When you are in the classroom, think of all
the stories you can tell.
Yes. They definitely gave me knowledge of
how policy makers actually use the output
of the research community. I talk about
limitations and how careful we need to be
when doing research, because once it gets
thrown into the debate, our research
becomes a blunt instrument, and people
are not always cognitive of the caveats
and subtleties that we discuss in our
papers. They take the bottom line and run
with it. This has influenced me deeply. I
make sure that when I talk about the
effects of policies, I focus on the methods
that are used and the impact. 

How is living and working in Ithaca now that
you are back?
Because I grew up in the area, it is easy for
me. My wife and I had a baby a year and a
half ago, and I think it is a beautiful place
to raise a family. It’s such a warm town.
People are down-to-earth and friendly, and
Ithaca has many family-centric things to
do with children. It’s a good place to grow
up, secluded from many things you find in

big cities. I grew up running up and down
the gorges and swimming in them. I loved
all the waterfalls. I remember swimming at
the bases of Buttermilk Falls and Ithaca
Falls. These have always been some of my
favorite places. And I still enjoy the Short
Stop Deli and Stewart Park.

Are there any disadvantages in Ithaca? 
My wife would give you more than I could.
The biggest thing is geography. My wife
grew up in Houston, Texas, a big city, and
she was born in Vietnam. It is expensive
and time-consuming for her to travel
between Ithaca and Houston. Whereas I
actually enjoy winter, it is colder here for
her. She says, however, the only time she
sees me upset is driving in traffic, so Ithaca
is a good place to be. 

How did you convince your wife to live in Ithaca? 
Her field is international development, and
she found satisfying work in international
nutritional policy for the Division of
Nutritional Science. She likes it here more
than she ever thought. 

What are you looking forward to doing in
Ithaca?
I want to learn how to sail. I took one lesson
when I was a kid and always wanted to do
more. My wife and I want to take lessons
together during a summer. I also want to
plant grapes and make a wine cellar. 

How is Ithaca supportive of the lifestyle you
want to live?
I hit the ground running when I got here. 
I had two classes to teach, and we were
figuring out childcare. But we needed flex-
ibility for both of us in our jobs and home
life. I was able to move all of my classes
to the fall semester so that when our baby
was born, my wife and I could alternate
workdays. Since I have to write papers, we

were specifically looking forward to the
childcare center on north campus as a
more permanent solution. 

We love to cook with lots of fresh ingredi-
ents. Ithaca is a very supportive place for
community agriculture. We joined a CSA
(community-supported agriculture); there
are seven in Ithaca. We buy shares, then
we can pick up our produce directly from
the farm once a week. We immensely
enjoy this and the Ithaca Farmers’ Market.

What comes to mind when you hear “Cornell”?
For me, home. It is the one institution 
I could have attended, and my parents
would have been impressed [laughter]. 

The labor economists are an incredibly
strong group of faculty. I’m planning on
codeveloping a class with Ron Ehrenberg
(Industrial and Labor Relations) on the
economics of education. This is amazing 
to ponder—to be able to teach a class with
someone of that stature. 

For more information:
E-mail: jordan.matsudaira@cornell.edu
Website: www.human.cornell.edu/che/
bio.cfm?netid=jdm296
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I talk about limitations and how careful we
need to be when doing research, because once
it gets thrown into the debate, our research
becomes a blunt instrument, and people are not
always cognitive of the caveats and subtleties
that we discuss in our papers.

www.human.cornell.edu/che/bio.cfm?netid=jdm296
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