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Abstract. The aim of study is to identify an impact of the minimum wage concept on the unemployment rate in Slovakia from 1993 to 

2020. Linear regression tests an impact of the Kaitz index, minimum wage and living wage rate, GDP, unemployment rate of people with 

basic education and progressive taxation. In case the minimum wage increase is less profound than the average wage increase, and a 

difference between the minimum wage and the living wage is being continually deepened, then the unemployment rate may be decreased. 

The Slovak unemployment rate may decrease by the GDP growth and by decreasing the number of citizens with basic education. 
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1. Introduction  

 

The minimum wage has been a topic of numerous economic studies, which led to contradictory results since the 

19th century. Even at present, opinions of many economists differ when considering to what extent the minimum 

wage impacts unemployment, efficiency of labour market and/or social security of workers (Chytilová & Frejlich, 

2020). Innovative approaches have also been implemented by business (Kolková & Ključnikov, 2021; 
Kljuchnikava, 2022) and by governments to minimize unemployment issues in various markets (Ključnikov et al., 
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2020a; Ključnikov et al., 2020b). Standard economic theory describes the minimum wage as a certain form of 

rigidity in labour market (Mankiw, 2010; Bartókova & Gontkovičová, 2014; Přívara, 2019a,b; Přívara &  

Rievajová, 2021). There exist many studies about minimum wage and its impact on employment. Various authors 

show that the minimum wage has a negative impact on employment, especially in terms of young employees 

without any practice and low-qualified employees (Currie & Fallick, 1996; Neumark & Wascher, 2007; Herr et al, 

2009; Neumark et al; 2009; Gontkovičová et al., 2015; Štefančík et al. 2021; Ighoshemu, & Ogidiagba, 2022). 

However, an effect may be statistically significant in certain sectors with a higher rate of low-qualified job 

positions (for example, fast-food restaurants in Neumark & Wascher, 2000), while it may differs depending on 

how mature is economy of a particular region (for example, construction sector in West and East Germany in 

König & Möller, 2007). Possible wage reduction due to the inflow of cheap labour force. 

 

On the other hand, Card and Krueger (1994) find a positive relation between minimum wage increase and 

employability. Similar opinion presents also Novak et al. (2016). However, inflow of cheap labour such as 

migration of foreign people causes decreases in wages (Přívarová et al., 2022). Since there is an increasing trend 

in a rising official migrant population in Slovakia (Přívara & Kiner, 2020), this fact might also affects 

unemployment rate of this country. Schmitt (2013) states that the minimum wage may also have a positive impact 

on employment due to higher rate of work motivation on labour supply side. High work motivation also increases 

commitment of employees to their firms where they work (Cizrelioğulları & Babayiğit, 2022). In general, Schmitt 

(2013) believes that a slight increase of the minimum wage has none or only a small impact on a total 

employment. Many studies determined insignificant and/or no effects on employment after the minimum wages 

increase (Card, 1992; Card & Krueger, 1995; Card & Krueger, 1998; Card & Krueger; 2000; Dickens & Draca, 

2005). Other studies are focused on the minimum wages in specific sectors (Machova & Vochozka, 2019, Bartos 

et al., 2021, Vochozka, Rowland & Vrbka, 2016, Rowland et al. 2021). Stehel, Horak and Vochozka (2019) 

describe stuation in agricultural sector, where the motivation is base mainly on family heritage. Very special 

situation is in mining industry. It is combination of higher minimum wages, early retirement and others 

(Vochozka et al. 2021, Vochozka et al. 2020a). Minor effect of the minimum wage on employment may be 

explained by the fact that many employers search for various channels how to compensate increased labour costs. 

Solution would be for example, reduced working-time, limitation of non-monetary benefits, reduction of their 

profits, or reduction in remuneration of those employees with higher wages (Schmitt, 2013). However, Vochozka 

et al. (2020b) identified correlation between minimum wage and company profitability. Reducing of staff 

turnover would represent one of many other channels. Consequently, it may lead to a slowdown in job creation in 

some specific sectors, especially for young people. However, there will not be an immediate negative effect on a 

total employment (Meer and West, 2013; Grumstrup et al., 2021; Kabir, 2021; Galstyan, Grabowska & 

Bačiulienė, 2021). Employers may reflect the minimum wage increase into higher prices for consumers (see 

minimum wage increase in Hungary according to Harasztosi and Lindner, 2019). It is evident that there does not 

exist any clear and quantitatively relevant relationship between minimum wage development and employment. 

Many empirical studies conclude that higher minimum wages compress wage structure and change income 

distribution. Low-paid and less-qualified workers make profit from a higher minimum wage and the minimum 

wage increase reduces poverty to a certain extent (Card & Krueger, 1995; Dolado et al., 2000; König & Moller, 

2007; Sahoo & Pradhan, 2021; Vorobeva & Dana, 2021, Kliuchnikava, 2022). 

 

The study aims at identifying an impact of the minimum wage concept on the unemployment rate in Slovakia 

from 1993 – 2020. However, the authors do not deny different situation in abroad, for example different minimum 

wage, different unemployment ratio or different exchange rate (Vochozka, Horak & Suler, 2019). Present research 

indicates that there does not exist any unequivocal agreement with regard to minimum wage impact on labour 

supply for the unemployed in the labour market. Conclusions of numerous studies differ across the countries as a 

consequence of differences in the labour market and institutional differences. This study aims at researching the 

minimum wage impact on the unemployment rate in the context of significant variables, such as average wage 

and living minimum wage that influence the Slovak labour market. Similarly, it examines the GDP level, the 
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unemployed rate with basic education and the application of tax policy by means of progressive taxation. The use 

of the Kaitz index, that is frequently used in many foreign studies on this topic, is considered as very beneficial. 

Econometric analysis of linear regression model is used to examine an impact of the above-mentioned exogenic 

factors. For these reasons, this study also differs from other studies that emphasize the positive contributions of 

SMEs in the reduction of unemployment rate in Slovakian (Civelek et al., 2020; Ključnikov et al., 2022; Civelek 

& Krajčík, 2022) and other markets (Amoah et al., 2021).  
  

2. Literature Overview 

         

Currently published studies have determined that minimum wage impact on employment differs depending on the 

country observed. Broecke, Forti and Vandeweyer (2015) found out that there is a minimum or no impact on 

employment if the minimum wage changes. On the contrary, Neurmark and Corella (2019) concluded that the 

effects of the minimum wage on employment are predominantly negative, once the MW is higher and binding 

within the formal sector and for vulnerable workers. Harasztosi and Lindner (2019) confirmed this fact on the 

case of Hungary and the study by Vodopivec (2015) confirmed this fact on the case of Slovenia. In these 

countries, there is a relatively high ratio of the minimum wage on average wage, which is also in accordance with 

the study by Neumark and Corella (2019). 

 

Inconsistent results of the minimum wage impact on unemployment are evident in case of those countries which 

have low level of this variable. Hinnosar and Rõõm (2003) identified negative impact in the nineties in Estonia. 

Ferraro, Hänilane, & Staehr (2018), who examined the period from 2013 to 2016 in Estonia, determined no 

statistically significant impact.  

 

Melnyk (1996) examined an impact of the minimum wage increase on employment and unemployment rate 

during the period 1991 – 1995 in Poland. The results demonstrated significant negative impact of the minimum 

wage increase on the unemployment rate. Majchrowska and Zolkiewski (2012) confirmed this conclusion on a 

sample of young employees during the period 2005 – 2010.  

 

Steward (2004) estimated an effect of the minimum wage implementation on employment in low-wage workers 

during the period 1999 – 2001 in the Great Britain. Neumar and Wascher (2007) estimated, by means of 

regression, the minimum wage impact on unemployment and long-term unemployment. The results showed that 

the minimum wage increase leads to long-term unemployment increase, especially in the group of young men.  

Fialová and Mysíková (2009) confirmed negative impact of the minimum wage on regional unemployment in the 

Czech Republic in their analysis of regional panel data from 1995 to 2004.  

 

Pícl et al. (2014) examined the minimum wage impact in the Czech Republic from 2000 to 2012. The regression 

model was used to determine that the minimum wage impact on total unemployment is statistically insignificant. 

However, the impact of the GDP, education of population in the Czech Republic and presence of progressive 

taxation are considered as statistically significant.  

 

Similarly, Pavelka et al. (2014) did not prove any statistically significant impact of the minimum wage on 

unemployment rate in the Czech Republic. On the contrary, the team of authors confirmed an impact of the GDP 

growth rate. Soukup et al. (2018) concluded in the study that the minimum wage increase by 1% leads to a higher 

number of unemployed workers in full-time jobs in the entire economy of the Czech Republic by 0.2%. Chytilová 

and Frejlich (2020) monitored period from 2006 to 2018. The authors examined an impact of the following 

variables: the GDP growth rate, inflation rate, unemployment benefit and social security benefits and the Kaitz 

index. In the Czech Republic, an impact of the minimum wage increase on unemployment was proved as 

statistically insignificant. Similarly, both, hypothesis of a negative impact of the GDP growth rate on 

unemployment and hypothesis of a positive impact of unemployment benefit on this variable were not rejected. 

The minimum wage increase during the period 2011 – 2018 had a positive impact on the unemployment rate of 

http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2022.10.1(21)


 ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES 

ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 

     2022 Volume 10 Number 1 (September) 

  http://doi.org/10.9770/jesi.2022.10.1(21) 
 

398 

 

women in the labour market.  On the other hand, some researchers declare the importance of other players such as 

Czech SMEs in the creation of job opportunities for unemployed people (Ključnikov et al., 2021; Civelek et al., 

2021; Žufan et al., 2020). 

 

Brezová and Pániková (2011) monitored the quarterly data from 1994 to 2010 in the Slovak labour market. The 

authors confirmed a negative impact of the minimum wage on employment, while size and effect of this impact 

differed depending on employment type. Hidas and Žúdel, (2016), the Institute of Financial Policy, confirmed that 

even the minimum wage increase has a statistical meaning, it has a low year-on-year impact on employment based 

on the intersectional analysis of year-on-year data from 2008 to 2014. Also, these authors concluded that the 

minimum wage may have a higher impact on young workers as opposed to older ones, and in poorer regions as 

opposed to Bratislava. Ondruš et al. (2017) assumed that the minimum wage and its reasonable increase does not 

have a negative impact on economic growth and on employment. The team of authors came to this conclusion 

based on the analysis of empirical studies of various countries in the world. On the contrary, both of these areas 

showed many examples when the minimum wage had and may have a positive impact. The authors believe that 

even in Slovakia, the minimum wage increase leads, in a combination with tax credits, to a reduction of social 

disparities and the government should approach it in ‘good’ times and when labour productivity grows. Zeman 

(2018) analysed unemployment in Slovakia during the period 1998 – 2016. The author concluded that in those 

regions, where the rate between minimum wage and average wage is higher, the minimum wage considerably 

limits a creation of new working opportunities rather than in economically more developed regions. Also, author 

suggests the following as the main problems of unemployment in Slovakia: low level of skills, decreasing 

tendency in demand for manual workers, high level of legislation and bureaucracy, low mobility of workforce and 

also a negative impact of the minimum wage increase in the labour market (Přívara et al., 2018; Přívara, 2019, 

2021).            

 

3. Data and Methods 

 

The study is based on the analysis of already existing studies, such as Hinnosar and Rõõm (2003); Melnyk (1996); 

Fialová and Mysíková (2009); Pícl and Richter (2014); Chytilová and Frejlich (2020); Zeman (2018). It monitors 

annual data for the period 1993 – 2020 in Slovakia. These data were obtained by a combination of numerous 

sources, specifically the Statistical Office of the Slovak Republic, Eurostat and the Ministry of Labour, Social 

Affairs and Family of the Slovak Republic. The group of economic indicators, such as unemployment rate (%), 

minimum wage (EUR), average wage (EUR), GDP (EUR billion current prices), living minimum (EUR), 

unemployment rate of people with basic education (%), presence of progressive taxation (dummy variable Yes/No 

in a particular year) was selected on the basis of empirical studies.   

 

The principal subject of the study is to quantify an impact of these explanatory variables on a response variable, 

the unemployment rate difference UNEMPL_TOT. The response variables are selected based on the analysed 

empirical studies. The most significant variable is Kaitz index (KAITZ) that is defined as a rate of nominal 

minimum wage and average gross salary (Kaitz, 1970). The paper uses annual variation of this rate. The Kaitz 

index may explain a willingness of people to work for such a minimum wage. As Weber (1912) and many other 

socially oriented types of economists suggest the index growth should decrease an unemployment. On the other 

hand, unemployment would increase in case neoclassical approach to the minimum wage is used, which was 

represented by Stigler (1946), and/or even by more recent studies, such as Aaronsona and Frencha (2007). This 

assumption is even used in the presented study. Stewart (2004) indicated that given index does not necessarily 

influence unemployment. The presented study assumes that the closer minimum wage is to average wage, the 

lower unemployment, which results in a lower social disparity rate in a society. Consequently, once this ratio is 

used, it excludes a research of the minimum wage impact itself due to a high correlation coefficient value (0.884) 

of a variable in relation to the Kaitz index. Also, a high correlation value was achieved in the year-on-year 

changes of variables (0.775).  
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Figure 1 displays the year-on-year change development of the minimum wage, the average wage and the Kaitz 

index in the year-on-year changes.  

 

 

 
Figure 1. Development of the year-on-year change of the minimum wage, the average wage and the Kaitz index 

Source: own calculation 

 

Share of the minimum wage of the living minimum (MW/LM) represents a minimum level of income to 

provide food and other basic personal needs. Model uses the year-on-year change of this ratio. In general, setting 

the minimum wage above the level of the living minimum increases workers’ productivity (Webb, 1912). People 

prefer social benefits to job search when the minimum wage is closer to the living minimum. On the other hand, 

people are more motivated to work if value of the minimum wage is farther from the living minimum, in a 

positive direction (Pollin, 2007). Model presumes that unemployment decreases if a share of the minimum wage 

of the living minimum increases. 

 

In case of the GDP growth rate (GDP_G), it is supposed that an economic expansion leads to a growth of 

consumption and investments, which subsequently impacts an unemployment decrease. It means that a negative 

correlation between the unemployment rate and the GDP growth rate is present and expressed by the Okun’s Law. 

Also, results of the following studies confirm this fact: Pavelka et al. (2014), Pícl and Richter (2014) and 

Chytilová and Frejchl (2020). Model assumes that an unemployment decreases with the GDP growth rate. 

 

The unemployed rate with basic education (UNEMPL_BE) was already determined as a significant variable in 

the studies by Currie and Fallick (1996), Neumark and Wascher (2007), Herr, Kazandziska and Mahnkopf-

Praprotnik (2009), Neumark et al. (2009). Studies’ results conclude that the more individuals with basic 

education, the harder their employability and thus, unemployment problem is more deepened. Model uses the 

year-on-year change of variable.  

 

Progressive taxation (PT) is also included in the study by Pícl and Richter (2014) who led similar research in the 

Czech Republic. The research resulted in the fact that progressive taxation has a negative impact on a 

development of unemployment. Progressive taxation is depicted by a dummy variable that has value 1 in those 

years when progressive taxation of personal income in Slovakia was present (1993-2003, 2013-2020), and value 0 

in those years when flat tax was present in Slovakia (2004-2012). 
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Regression model is applied to estimate the explanatory variables impact on the unemployment rate, while all of 

the tests and estimates are done at 10% significance level.  

Econometric model has a following pattern: 

 

UNEMPL_TOT=𝛽0+𝛽1KAITZ+𝛽2MW/AW+𝛽3GDP+𝛽4UNEMPL_BE+𝛽5PT+𝜀                                            (1) 

 

Table 1 presents an expected impact of selected variables on the unemployment rate on theoretical basis.  

 
Table 1. Overview of response variables and their expected impact on the unemployment rate 

Abbreviation Type of variable Presumption of effect 

KAITZ quantitative + 

MW/LM quantitative - 

GDP quantitative - 

UNEMPL_BE quantitative + 

PT dummy - 

 

Source: own elaboration based on the studies by Aaronson and French (2007), Pollin, (2007), Neumark et al. (2009), Pícl, Richter (2014), 

Chytilová and Frejlich (2020) 

 

Assumptions of linear regression use are tested before the model’s interpretation. The Jarque-Bera test is used to 

test the assumption of the model’s normality of residuals. The second assumption is homoscedasticity (uniform 

scattering) of residuals, where the Breusch-Pagan test is applied. The third assumption, that is being very 

frequently interrupted, especially in modelling of time rows, is that a random component of the model is not auto-

correlated. The Durbin-Watson test is used to test this assumption. The last assumption is, that there is no multi-

linearity in the model, that is, a relation between explanatory variables. Thus, variance inflation factor (VIF) is 

used to assess this last assumption.  

 

Results 

 

Modelling was performed in a software environment of R programming language, while using linear regression 

via the method of least squares. Table 2 provides the results.  

 
Table 2. Results in R program according to the method of least squares 

Variable Coefficient Estimate Error T ratio P-value 

const  12.71264  5.10379  2.491  0.023383 *  

KAITZ 0.42234  0.23913  1.766  0.095320 .  

MW/LM -0.14128  0.03046  -4.637  0.000235 ***  

GDP_G -0.32216  0,11475 -2.808 0.012111 * 

UNEMPL_BE 0.13543  0.09108  1.487  0.155344  

PT 3.19294  1.11769  2.857  0.010918 *  

Source: own elaboration 

 

Assumptions of linear regression use are tested before the model’s interpretation. The normality of residuals 

assumption was fulfilled on the basis of asymptotic p-value of the Jarque-Bera test (0.407). Also, the assumption 

of uniform scattering of residuals (value of tested criterium is 8.5209) was fulfilled based on the testing of the 

Breusch-Pagan test p-value (0.1298). Results of the Breusch-Pagan test did not prove any heteroscedasticity of 

error member as p-value is higher than 0.10. The Durbin-Watson test determined that the test’s P-value is close to 

zero, that is, the model has a positive auto-correlation (value of tested characteristics is 0.90643). The variance 

inflation factor (VIF) was used to test multicollinearity. Table 3 presents its results.  
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Table 3. Values of variance inflation factor 

Coefficient Estimate Error 

12.71264  5.10379  

0.42234  0.23913  

-0.14128  0.03046  

-0.32216  0.11475 

0.13543  0.09108  

Source: own elaboration 

. 

In all of the explanatory variables, values of variance inflation factor are lower than or equal to 5 that represents a 

sufficient level to assume that the model is not burdened by a mutual relationship of individual explanatory 

variables (there is no multicollinearity). Auto-correlation problem was solved via transformation, while using 

weighted variance-covariance matrix. Consequently, there was created a new model whose regression coefficients 

are the same as in the previous case, but based on this new model, it is also possible to determine a statistical 

significance of regression coefficients and their explanatory variables (Table 4). 

 
Table 4. Model’s results 

Variable Coefficient Estimate Error T ratio P-value 

const  12.71264  1.723741  7.3750  1.085e-06 ***  

KAITZ 0.42234  0.212961  1.9832  0.0637418  

MW/LM -0.141281  0.034368  -4.1109  0.0007293 ***  

GDP_G -0.322156  0.067534  -4.7703  0.0001777 ***  

UNEMPL_BE 0.135431  0.074523  1.8173  0.0868390   

PT 3.19294  1.551868  2.0575  0.0553145  

Source: own elaboration 

 
Final model of selected variables’ impact on the unemployment rate in Slovakia has the following pattern: 

 

UNEMPL_TOT= 12.71+0.42KAITZ-0.14MW/AW-0.32GDP+0.14UNEMPL_BE+3.19PT+𝜀             (2) 

 

All explanatory variables at 10% significance level are statistically significant. Both variables, KAITZ and 

MW/LM, that explain a relationship of the minimum wage to average wage and living minimum are statistically 

significant. Also, these variables confirmed the minimum wage impact on the unemployment rate in Slovakia.  

 

In case of the Kaitz index, neoclassical approach to the minimum wage, that was represented by Stigler (1946), 

and/or more recent studies by Aaronsona and Frencha (2007), was confirmed. Thus, in Slovakia, the 

unemployment rate increases when the minimum wage share of the average wage increases. Zeman (2018) 

confirms this fact at the regional level. Poorer regions, where a difference between minimum wage and average 

wage is low, which causes a decrease of job decline, may experience many problems due to this relation. 

Consequently, the higher minimum wage, the higher unemployment rate. However, there is a difference in the 

relationship between the minimum wage and the living wage to response variable. The assumption, Polina (2007), 

that if the minimum wage share increases of the living minimum income, then unemployment decreases, was 

confirmed. Once this share increases, there is also evident a willingness of people to work and to prefer work to 

receiving social security benefits. Also, model confirmed that once the GDP grows, then unemployment 

decreases. Similarly, the year-on-year difference of the unemployed with basic education rate is considered as 

statistically significant variable. Growth of this variable has a positive impact on the unemployment rate increase. 

The last monitored variable was a presence of progressive taxation. Pícl (2014) assumed a negative impact of this 

variable on the unemployment rate in the labour market in the Czech Republic. It may be concluded, based on the 

model’s results in the Slovak labour market that a presence of progressive taxation causes the unemployment rate 

increase and it is considered as a demotivation factor as opposed to that period, when flat tax was launched.  

 

 

http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2022.10.1(21)


 ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES 

ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 

     2022 Volume 10 Number 1 (September) 

  http://doi.org/10.9770/jesi.2022.10.1(21) 
 

402 

 

Conclusions 

 

The main subject of this study is to identify an impact of the minimum wage concept on the unemployment rate in 

Slovakia from 1993 to 2020. Econometric model examined an impact of ratios, especially the Kaitz index, 

according to modern foreign studies, and it did not examine only an impact of the minimum wage on the 

unemployment rate. Both, the minimum wage amount and a relation to such variables as average wage and living 

minimum value are very important in the labour market. Econometric model confirmed that both ratios and the 

minimum wage have a statistically significant impact on the unemployment rate in Slovakia. However, this 

impact is different depending on a selected ratio. In case of a relation to the average wage, there is a positive 

dependency, that is, ratio increase influences the unemployment rate increase. It is inevitable to ensure that the 

average wage would grow faster than the minimum wage in order to achieve a positive development in the labour 

market. Also, present economic development, that has impact on a development of the average wage, shows that 

the minimum wage in Slovakia increases very fast and it influences the unemployment rate increase. It is possible 

to confirm this fact by analysis of the monitored period from 1993 to 2020, when the average wage increase was 

of 7%, and the minimum wage increase was of 8%. New calculations of the minimum wage for the next period 

should consider the average wage increase rate. However, the period of a negative economic development poses a 

question of how the minimum wage level should be set correctly? The job positions, which were evaluated by the 

minimum wage, may be lost due to the economic recession impact. Subsequently, the average wage would 

artificially increase that could put pressure on the minimum wage increase. Such conclusion would be destructive 

for the labour market, as it would limit the possibilities to employ for young people and low-qualified workers, 

especially in the least developed regions. In practice, it is necessary to take into consideration the Kaitz index in 

order to develop the unemployment rate more complexly, at least via development of other macro-economic 

indicators. In case of the GDP, model’s results confirm this statement, that is, the higher GDP, the lower 

unemployment. Modified version of the Kaitz index could be suggested.  It would be possible to compare 

minimum net pay and net average wage, and/or minimum wage costs and average wage costs.  

 

Ratio of the minimum wage and the living minimum income is considered as a statistically significant variable in 

the model. There has been a significant widening of disparities between the living minimum income and the 

minimum wage since 1993 in Slovakia, which should motivate people to job search in a positive way. Model’s 

results confirmed that the year-on-year growth of a change of ratio in the minimum wage and the living minimum 

influences the unemployment rate decrease. It means, that in case of this variable, Slovakia set a correct policy of 

the labour market. However, the living minimum problem is more complex. Generally, the living wage recipients 

are those families, where none of its members work and they have many dependent children. In 2021, such Slovak 

family with three dependent children has the living wage in the amount of 668 Euro. In case, one of the parents 

would decide to work, at least for the minimum wage, the entire family financial situation would only slightly 

improve (it would be necessary to add the family allowance per three dependent children and consider tax bonus 

to the minimum wage in the amount of 623 Euro). The question therefore arises whether the minimum wage 

fulfils its social and protective function. Consequently, there is a demotivation to work for the minimum wage, 

and there appears a space for illegal work. However, the group of people who receives the social benefits has a 

great problem with education level that disqualifies them in the selection procedures. Almost 19% of people who 

receives the minimum wage has the basic education. The analysis of this study confirmed this fact. It proves that 

the more individuals with basic education, the deeper unemployment problem. 

  

The article aims at identifying an impact of the minimum wage concept on the unemployment rate in Slovakia 

from 1993 to 2020. Model’s results confirmed that the minimum wage has a statistically significant impact on the 

unemployment rate during the monitored period in Slovakia. However, it requires deeper interpretation whether 

this impact is positive or negative. It is necessary to set the minimum wage growth in a way it is not faster than 

the year-on-year increase of the minimum wage in order to achieve the unemployment rate decrease. Also, it is 

ideal to perform the minimum wage freeze during the economic recession. Unemployment may also be decreased 
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by increasing the difference between the minimum wage and the living minimum, and by increasing the 

educational level of a population. Model proved that positive impacts of the GDP on unemployment. Changes that 

would occur in case of progressive taxation may be interpreted only in case of its existence. Similarly, model 

proved that unemployment was higher in case of progressive taxation rather than in case of alternate form, that is 

flat tax. It would be inevitable to perform more detailed analyses in case of this variable. Also, it would be very 

beneficial to monitor progressive taxation impact on, for example, a group of the unemployed with basic 

education as this group belongs to the group of the minimum wage jobs.  
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