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AnHoTanus. Ha NmpOTSHKEHWH NECATHICTHH CIIOPHl O MOJWTUKE MUHHMAIBHOW 3apabOTHOM IDIaThl BCeraa ObUIA
WHTEHCUBHBIMH CpPEIU 3alllMTHUKOB, MOJMTUKOB M HcciefoBareneil. [lpuumHa — OpPOTUBOPEUYMBBIE MOIXOABI K
MPEUMYIIECTBAM M OTPaHUYCHHSIM MUHHMAIBHOW 3apaOOTHOW IUIATHl KaK MHCTPYMEHTA TOJHTHKU U JTOCTHKCHUS
COLMAIEHO JKETATeIbHBIX IIeTIeH, TaKNX KaK COKpalleHHe OCIHOCTH WIIM COXpPAaHEHHE 3aHATOCTH. B maHHOW paboTe
aBTOP CTaBUT LEJHhI0 BCECTOPOHHE BBIIBUTH M MPOAHAIM3UPOBATH CONUAIBHO-IKOHOMHYECKHE (DAKTOPHI, UMEIOIINE
pemiaromee 3Hau€HHE B IPOIECCe IOHMMAHUS WM OIPENeIeHHs MPOoOIeMbl MHUHMMAIBHOM 3apabOTHOM IUTaTHI B
COBpPEMEHHBIX o00miecTBax. Kpome TOro, aBTOp akKIEHTHPYeT BHHMAaHHE Ha H3yYCHWH CTHMYJIOB YCTAaHOBICHUS
MUHHUMAIIbHOM 3apabOTHOW IUIAaThl, a TAKKE HAa BBISBICHHM IOJIOXKHUTEIBHBIX WM OTPHLATEIbHBIX MOCIEACTBHNA
peaiu3anuy MOJUTHKYA MUHUMAaJIbHOW 3apaboTHOM miatkl. B pesynbrare caenaH BBIBOA O TOM, YTO paHee HEraTHBHBIC
MOJXO/bl K MOJMTUKE MUHUMAIbHOM 3apaOOTHOW ILIAThI IPETEPIIENN MOJI0XKUTEIbHbIE U3MEHEHUS! B JEHCTBYIOIIEH
MOJIUTUKO-OKOHOMHYECKOH CHUCTeMe, OOOCHOBaB TEM CaMbIM HEU30€KHOCTh M aKTyaJbHOCTh YCTAaHOBIICHHMS
MUHUMAaJIbHON 3apa0O0THOHN IJIaThl. YYUTBIBas OOOOIIEHHBIN 0030p MEXIyHAPOIHBIX JAaHHBIX, MPEIACTABISICTCS, YTO
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BCEOOBEMITIONIEH MOJIEIH ISl IIPOBEPKU 3(Pp(HEKTHBHOCTH MOJUTUKY MUHHMAIILHOHM 3apaOOTHOM I1aThl HE CYIIECTBYET.

HpOBCI[CHHLIC HCCJIIENOBAHUS CHJIIBHO IIOJIIPU30BaHBI
KOMIUICKCHOI'O aHaJin3a MEPEeMCHHbBIX.

U HE ABJSIIOTCA HCUCPIBIBAOIINMH C TOYKH 3pPCHUA

KnawueBble cioBa: MuHuUMaIbHas 3apa60THa$1 mjiara, COIMAJIbHOC 06€CHC‘ICHI/IG, rocygjapCTB€HHas IIOJIMTUKA,
TOBBIMICHUEC MMPOU3BOJUTCIIBHOCTH TpyAa, COMaibHasA CIIpaBCJINBOCTD.

For decades, the debate over the minimum
wage has always been intense among its advocates,
policymakers, and researchers. Classical political
economists such as Adam Smith, David Ricardo,
and Karl Marx shared the belief that, regardless of
industry or type of work, there is a minimum level
of wage acceptable to most workers. Although
Smith and Ricardo, as proponents of liberal
economics, did not encourage government
intervention; even they realized that the labor force
had to earn a high enough wage to survive [24].
Marx was in favor of a mandatory minimum wage
since he believed that capitalists' profits came from
the exploitation of labor. One of the main objections
to the minimum wage in modern economics is that
its existence is not secured by an economic basis.
The model of traditional neoclassical economics
argues that the costs of raising the minimum wage
for society far outweigh the benefits. According to
neo-classics, a policy that artificially raises salaries
in order to assist some groups at the expense of
others is simply ineffective. Even if the result of the
salary increase is positive, the fixed costs will
remain constant [19, pp. 773-802].

According to Richard Posner, there are two
main theories of economic regulation. The first is
the theory of "public interest", which claims that
regulations are designed to rectify inefficient or
unequal market practices such as monopolies and
external influences. The second is the "capture"
theory, according to which the adjustments are made
in favor of the interest groups that try to maximize
their income. That is, in one of the theories, the
economic component of state regulation is
considered, and in the other, the political one.
Minimal wage policy, as an instrument of state
intervention, is subject to many contradictions due
to the theoretical duality noted above, which
manifests itself in  disagreements between
economists and political scientists. However, if
economists were once skeptical about the benefits of
a minimum wage, today this opinion has somewhat
altered. According to the new approach, raising the
minimum wage is a desirable policy. Proponents of
this policy dismiss the traditional preoccupation that
the increase in minimum wage will reduce the
employment among low-skilled workers that the
increase is actually targeted. Recent economic
research shows that the effects of raising the
minimum wage are negligible or non-existent while
raising the minimum wage has significant social

benefits. When labor markets are congested,
companies can effectively ignore small increases in
the minimum wage, allowing such increases to have
an expected impact on wages. Nevertheless, there
are several areas of research that periodically
conclude that high minimum wages reduce
opportunities for vulnerable people in certain
situations. While the modern economy recognizes
the link between extremely high minimum wages
and unemployment because it sets prices above
demand, the minimum wage can conversely increase
employment and productivity due to the monopsony
nature of labor markets and lack of bargaining
power [6, 826-831].

The minimum wage is the minimum amount of
salary that an employer is required to pay employees
for work performed during a given period and it is
not subject to deduction under -collective or
individual contracts [14]. The minimum wage is a
universal obligation, regardless of the method of
fixing it. The minimum wage may be established by
law, by decision of the competent authority, by the
wage council, industrial or labor courts or tribunals,
as well as by enforcing the provisions of collective
agreements by law [12, pp. 3-10].

Governments aim to protect low-income
workers by introducing a minimum wage based on
country-specific factors such as access to
livelihoods, public welfare policies, labor market
conditions, inflation rates, and other economic
factors and trends. Decisions to introduce or
increase the minimum wage are related to the
following motives:

Fairness, reduction of inequalities. The goal
of the minimum wage is to reduce wage inequality
between the lower and middle sections of the
income distribution.

Poverty alleviation. The minimum wage
policy is often associated with poverty reduction,
but in reality, it is considered ineffective in tackling
poverty because it is less targeted at the needs of the
poor.

Power Imbalance in employment relations.
The minimum wage mitigates the potential negative
effects of power imbalances between enterprises and
workers, which can lead to workers agreeing to
lower-wage conditions for employment.

Incentives to work. The minimum wage can
foster employment if the minimum wage exceeds
social welfare benefits. Moreover, raising the
minimum wage can increase employee effort, as
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both bonuses and the possibility to lose a job
increase [17].

Table 1
Economic

The minimum wage is determined by two
groups of factors [22] (Table 1).

Social

1. Change in the value of industrial output at
constant prices

2. Changes in the proportion of GDP in
agriculture, manufacturing, and services

3. Changes in GDP per capita at constant prices

4. Changes in the value of foreign trade at
constant prices, changes in unemployment and
poverty

Several countries with higher living standards,
such as Austria [10] and the Nordic countries, do
not have a statutory minimum wage. In those
countries the collectively agreed or bargained wages
prevail, which offset the lack of a minimum wage,
directly or indirectly involving almost all workers
[13].

According to the World Bank, many countries
try to improve the welfare of low-wage earners by
imposing a minimum wage, but this policy does not
always work. Theoretical and empirical predictions
of the impact of the minimum wage have so far
yielded conflicting results, depending on the
country, the source of the minimum wage
fluctuations, and the methods of analysis [3].

One of the benefits of the minimum wage is the
increase in labor productivity and labor efficiency.
In general, raising the minimum wage can have a
positive impact on the purchasing power of workers,
thereby increasing their consumer spending and, in
turn, stimulating aggregate demand and economic
growth. C. Collins believes that a cost-benefit
analysis is required to assess the potential benefits
of raising the minimum wage. To take advantage of
the increase in the minimum wage and minimize
costs, a gradual increase in the minimum wage is
endorsed. For instance, in the case of balanced
adjustments to the minimum wage over the next 20
years, the effects of unemployment could be
recouped, in the meantime maximizing quality of
life and productivity. As a result, in the case of a
small increase in the minimum wage, the
macroeconomic benefits will outweigh the costs of
rising unemployment [8].

According to Heather Boushey's research, the
implementation of the minimum wage can have the
following favorable results:

According to various economic estimates,
raising the minimum wage will lift millions of
working families out of poverty, greatly supporting

1. Change in the proportion of children attending
school

2. Changes in the level of literacy

3. Changes in the number of schools / hospitals
per capita

4. Changes in access to selected community
facilities (drinking water, markets, schools,
hospitals, postal services, fire services, police
services)

the breadwinners and their children. However,
governments also need to provide a full package of
benefits for affordable and quality health care and
housing for low-wage workers.

Economic research shows that higher
minimum  wages do not cause  higher
unemployment, but at the same time increase
productivity and solve the problem of income
inequality [4].

Despite the above-mentioned advantages and
the positive shift of opinions, there is still a large
amount of research in the literature, which
categorically denies the expediency of the minimum
wage policy and its economic efficiency.
Disadvantages are the deviations deriving from the
introduction of the minimum wage in the labor
market, which leads to high unemployment, high
labor costs for Dbusinesses, and increased
employment in the informal economy. The reasons
for these negative effects are:

Excessively high minimum wages can lead
to the unemployment of low-skilled workers, while
more skilled and highly productive workers who are
not directly affected by the minimum wage policy
are more preferable to employers in terms of labor
cost and value-added. Moreover, as companies seek
to increase their productivity because of wage
increases, employees can be replaced in the medium
term through automation [16]. On average, a 10%
increase in the minimum wage reduces the
employment of low-skilled workers by 1.5%.
According to a study by the Organization for
Economic  Co-operation and  Development
(hereinafter referred to as the OECD), a 10%
increase in the minimum wage reduces adolescent
employment by 1-4% [21]. According to a study by
researchers at the University of Washington, a two-
stage increase in the minimum wage in Seattle to $
13 led to a reduction in working hours in low-paid
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jobs by 6-7%, while hourly wages increased by 3%,
resulting in a decrease in total wages in 2016 for an
average of $§ 74 [18]. A recent report from the
Congressional Budget Office also states that raising
the minimum hourly wage from the current $ 7.25 to
$ 15 would result in the loss of 1.4 million jobs [9].
Numerous scientific studies show that, even
without employment or other effects, raising the
minimum wage is not designed to reduce poverty.
The problem is that the correlation between earning
a low hourly wage and living in poverty is weak
because most of the low-wage workers live in non-
poor families, and most working poor already has a
higher-than-minimum wage. [5, pp. 262-281]. The
fact that the poor are mostly unemployed or do not
work full time, on the one hand, and the existence of
more favorable working conditions, on the other
hand, make the minimum wage rate simply useless.

Raising the minimum wage can also induce
low-skilled people to seek a job in the informal
economy, where wages are even lower. Although
minimum wage legislation should apply to all
employees, it is difficult to enforce in an informal
economy. The situation is worse in developing
economies, where informal sectors sometimes reach
enormous proportions. Therefore, the role of the
minimum wage in developing countries as a means
of creating social welfare is much more dubious.
According to the 2020 report of the World
Employment Organization, almost 40% of wage
earners worldwide are involved in informal
employment. According to the World Bank, as of
2017, the share of the informal economy in Armenia
was estimated at 35% of GDP, in Azerbaijan — at
about 40%, in Georgia — at 57% [25]. Employees
with informal employment are more likely to suffer
from a non-comprehensive minimum wage policy
than those who are formally employed. The
minimum wage policy affects the earnings of
workers in the informal sector. The wages of
informal workers are determined by the level of the
minimum wage, known as the "lighthouse effect".
Informal workers are more likely to find themselves
at a low level of wage distribution, earning their
living in illegal conditions. Raising the minimum
wage and enforcing it universally can mitigate the
negative effects of informal employment, including
labor poverty and household inequality [14].

The minimum wage can stimulate the growth
of jobs outside the sphere of policy influence, which
will reduce wages in those spheres. Such areas are,
for example, retail and small businesses in general,
which will have to reduce additional benefits and
on-the-job training [26, pp. 5-13]. Minimum wages
can also affect higher-paid employees, who will also
demand higher wages for their higher productivity
and skills, thus increasing overall costs.
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In Jim Blasingame’s view, any increase in the
minimum wage, in fact, harms the sector it aims to
help, especially young novice employees. The main
reason is that for decades employers have controlled
the impact of minimum wage growth by reducing
start-up jobs through a variety of organizational
tricks. Today, however, technological advances
have made it possible for all employers to opt-out of
low-level wages in favor of low-maintenance, non-
taxable innovative devices or software. According to
a survey conducted among small businesses, 82% of
respondents said that the state should not set wage
rates. Meanwhile, to the question of how the
increase of the minimum wage will affect their
business, 76% answered: "Not at all". The reason is
that they already pay higher than the minimum wage
and have legal ways to circumvent the conditions
established by the minimum wage policy to the
detriment of unskilled workers [1]. Proponents of
the minimum wage argue that the situation with
employers is much more complicated. There can be
a monopsony in the labor market when the market
power of the sole employer determines the amount
of salary. Although in practice it is difficult to
imagine the existence of a single employer in large
labor markets, market failures such as asymmetric
information, imperfect mobility, and the personal
element of labor transactions can pay off for some
companies [2, pp. 86-112].

Findings by several researchers show that the
minimum wage is more closely linked to political
inclinations than to economic conditions, and this
may further distort economic incentives, which can
be economically detrimental in the long run.
Researchers consider that the political composition
of the legislature is a better indicator of the
likelihood of a future increase in the minimum wage
than the rise in the cost of living [11, pp. 57-67].

Studies conducted by D. Neumark and O.
Nizalova have shown that setting a mandatory
minimum wage distorts employees' stimulus for
work and training decisions, leading to long-term
negative consequences [20].

The scope of many minimum-wage analyses is
sometimes severely narrowed, in particular, they
limit the employee-employer relationship to two
factors: wages and employment. In this type of
analysis, the impact of the minimum wage on
employee well-being is simplified. If the salary
increases and the employee remains employed, such
models assume that the employee is in a better

position. In practice, however, employment
relationships have very subtle but important
characteristics. Important factors are flexible

working hours, and a fast or slow pace of work,
which may require more or less mental energy.
Other factors include the institution of



compensation, which may include or exclude health
insurance, pension and other payments, employment
location, and promotion opportunities [7]. In many
cases, the above variables are not included in the
scope of research papers due to their computational
difficulties and subjective nature.

In conclusion, there is no comprehensive model
to test the effectiveness of the minimum wage
policy. The ongoing research in this area is
polarized and not comprehensive in terms of
multivariate analysis of variables. If one part points
out the fact that this policy is not economically
effective, the other part of the research, on the
contrary, refutes that belief. Nonetheless, as the
previously hardened negative attitude of economists
towards the minimum wage policy has undergone
some positive transformations recently, the topic has
gained new relevance, where the research
component is more case-specific.

List of used sources and literature

1. Blasingame, Jim. “It’s Time, to Tell the Truth
about Minimum Wage.” Forbes, 26 June 2015,
www.forbes.com/sites/jimblasingame/2015/06/26/it
s-time-to-tell-the-truth-about-minimum-
wage/?sh=8a624861d5fc.

2. Boal, William M., and Michael R. Ransom.
“Monopsony in the Labor Market.” Journal of
Economic Literature, vol. 35, no. 1, American
Economic  Association, 1997, pp. 86-112,
http://www jstor.org/stable/2729694.

3. Boeri, Tito, et al. “Labor Regulations in
Developing Countries: A Review of the Evidence
and Directions for Future Research.” ResearchGate,
Oct. 2008,
www.researchgate.net/publication/228638729 Labo
r_regulations_in_developing_countries_a_review o
f the evidence and directions for future research

4. Boushey, Heather. “Understanding How Raising

the Federal Minimum Wage Affects Income
Inequality and Economic Growth.” Equitable
Growth, 12 Mar. 2014,

equitablegrowth.org/understanding-the-minimum-
wage-and-income-inequality-and-economic-
growth/.

5. Burkhauser, Richard V., and Joseph J. Sabia.
“The Effectiveness of Minimum-Wage Increases in
Reducing Poverty: Past, Present, and Future.”
Contemporary Economic Policy, vol. 25, no. 2, Apr.
2007, pp. 262-81, https://doi.org/10.1111/j.1465-
7287.2006.00045.x.

6. Card, David, and Alan B. Krueger. “Myth and
Measurement and the Theory and Practice of Labor
Economics.” ILR Review, vol. 70, no. 3, Sage
Publications, Inc., 2017, pp- 826-31,
https://www.jstor.org/stable/26944731.

7. Clemens, Jeffrey. Policy Analysis Making Sense of
the Minimum Wage a Roadmap for Navigating
Recent Research. 2019,

172

10.

11.

12.

13.

14.

15.

16.

17.

www.cato.org/sites/cato.org/files/pubs/pdf/pa-
867.pdf.

Collins Christopher. "Raising the Minimum Wage:
An Economic Gain," The Park Place Economist:
Vol. 25, 2017, Available at:
https://digitalcommons.iwu.edu/parkplace/vol25/iss
1/20.

Congressional Budget Office. “The Budgetary
Effects of the Raise the Wage Act of 2021 |
Congressional Budget Office.” Www.cbo.gov, 8§
Feb. 2021, www.cbo.gov/publication/56975.
European Foundation for the Improvement of
Living and Working Conditions. “Austria: Social
Partners Agree on €1,500 Monthly Minimum Wage
for All” Eurofound, 4 Oct. 2017,
www.eurofound.europa.eu/publications/article/2017
/austria-social-partners-agree-on-eul500-monthly-
minimum-wage-for-all-sectors.

Ford, W. F., Minor, T. and Owens, M. F. State
Minimum Wage Differences: Economic Factors or
Political Inclinations? Business Economics, January
2012, Vol. 47, No. 1 (January 2012), pp. 57-67.
Palgrave Macmillan Journals,
https://www.jstor.org/stable/23491576.
International Labour Organization. “Minimum
Wage Policy Guide: Full Chapters.” Www.ilo.org, 9
Aug. 2016, www.ilo.org/wcmsp5/groups/public/---
ed_protect/---protrav/---
travail/documents/publication/wecms_508566.pdf,
pp- 3-10.

International Labour Organization. “Minimum
Wages in Nordic Countries.” Www.ilo.org, 17 Mar.
2016, www.ilo.org/global/topics/wages/minimum-
wages/setting-machinery/ WCMS_460934/lang--
en/index.htm.

International Labour Organization. Global Wage
Report 2020-21: Wages and Minimum Wages in
the Time of COVID-19. 2020,
www.ilo.org/wemspS/groups/public/---dgreports/---
dcomm/---
publ/documents/publication/wecms_762534.pdf.
International  Organization of Employers.
“Minimum Wage Systems.” General Survey of the
Reports on the Minimum Wage Fixing Convention,
1970 (No. 131), and the Minimum Wage Fixing
Recommendation, 1970 (No. 135), 2014,
www.ilo.org/wemspS/groups/public/---ed_norm/---
relconf/documents/meetingdocument/wecms_235287
.pdf.

International Organization of Employers.
Guidance Paper of the International Organisation of
Employers. Www.ioe-
emp.org/fileadmin/ioe_documents/publications/Poli
cy%20Areas/employment/EN/ 2014-04-

15__IOE Guidance Paper on_the Minimum Wag
e April 2014 .pdf.

International Organization of Employers. The
Minimum  Wage. Apr. 2014, www.ioe-
emp.org/fileadmin/ioe_documents/publications/Poli
cy%20Areas/employment/EN/ 2014-04-.

15 IOE_Guidance Paper on the Minimum Wag
e April 2014 .pdf.



18.

19.

20.

21.

22.

Jardim, Ekaterina, et al. Minimum Wage
Increases, Wages, and Low-Wage Employment:
Evidence from Seattle. 23532, Nber Working Paper
Series, 2017,
www.nber.org/system/files/working_papers/w23532
/w23532.pdf.

Levin-Waldman, Oren M. “Exploring the Politics
of the Minimum Wage.” Journal of Economic
Issues, vol. 32, no. 3, Association for Evolutionary
Economics, 1998, pp- 773-802,
http://www.jstor.org/stable/4227352.

Neumark, D. and Nizalova, O. Minimum Wage
Effects in the Longer Run. Journal of Human
Resources. 42(2). 2007. DOI: 10.2307/40057312.
OECD. Making the Most of the Minimum:
Statutory Minimum Wages, Employment and
Poverty. 1998,
www.oecd.org/employment/emp/2080222.pdf.

Pember, Robert, and Marie-Théreése Dupré.
Statistical ~ Aspects of  Minimum = Wage
Determination. 1992,

oit.org/wemspS/groups/public/---dgreports/---
stat/documents/publication/wems_087898.pdf.

173

23.

24.

25.

26.

Pezuon u mup, 2022, No 3

Posner, Richard A. “Theories of Economic
Regulation.” The Bell Journal of Economics and
Management Science, vol. 5, no. 2, [Wiley, RAND
Corporation], 1974, pp. 335-58,
https://doi.org/10.2307/3003113.

Smith, Adam. An Inquiry into the Nature and
Causes of the Wealth of Nations. The Pennsylvania
State University, 2005.

The World Bank. “Informal Economy Database.”

World Bank, 8 Sept. 2021,
www.worldbank.org/en/research/brief/informal-
economy-

database#:~:text=The%20World%20Bank.
Wilson, Mark. “The Negative Effects of Minimum
Wage Laws.” Policy Analysis, vol. 701, June 2012,
https://doi.org/10.1002/yd.20064, pp. 5-13.

Coana/<Swhdlnfly £ 09.05.2022
Peyensuposana/Qpufunuifly £ 25.05.2022
Hpunama/Chnnilnjly ' 28.05.2022





