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employment, poverty reduction, the informal sector, and economic
development, in general, have sparked a multi-year discussion.
Based on a poll of 635 respondents, we present an analysis of the
minimum wage in Kosovo's economy in this study. Our poll results
reveal that our respondents had good attitudes toward the minimum
wage and its increase in the Kosovo economy, as measured by the
standard of living, employment, private sector, poverty reduction,
and other factors. Kosovo has the lowest minimum wage in Central
and Eastern Europe - 130 euros for those under 35 and 170 euros
for those over 35.
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Introduction

The minimum wage has long been a subject of research for numerous authors, who have sparked
debates over its effects on the Labour market and other sectors. The minimum wage has been an
essential part of public policy for more than a century. According to the OECD (2015), the legal
minimum wage is the government's most direct policy lever for influencing wage levels, particularly
workers in a weak negotiating position. According to Neumark and Wascher (2008), the minimum
wage began in New Zealand and Australia in the 1890s and expanded to the United Kingdom in 1909
and then to the United States in the next two decades.

Webb (1912), Stigler (1946), Welch (1974), Brecher (1974), Gramlich (1976), Grossman (1983), Katz
and Krueger (1992), Card and Krueger (1993; 1995), Cahuc and Michel (1996), Neumark and Wascher
(1992; 1994; 1995), Lee (1999), and many others have written about the minimum wage and its effects.
Furthermore, economists are attracted by the minimum wage because they have solid theoretical
predictions regarding the direction of the minimum wage's effect on employment and pretty well-
accepted methodologies for estimating the magnitude of that impact (Brown, 1988).
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Minimum wages have followed an uneven trend in the past, owing to political and economic factors
(Horrigan and Mincy, 1993). According to Rutkowski (2003), the minimum wage is a source of
significant theoretical and political debate. Furthermore, if a government uses the minimum wage
extensively to achieve various economic policy goals, it will, willingly or not, diminish the role of
collective wage bargaining to regulate better its development (Eyraud and Saget, 2005).

This article is organized into five sections and analyses the minimum wage and its impacts in Kosovo.
Based on several writers, the first section provides a theoretical review of the minimum wage in
general and its implications on the Labour market, poverty, other earnings, and informality. The impact
of the minimum wage on Kosovo is the subject of the second section. The third section continues with
the study data collection instrument and data analysis and the survey outcomes that we did with our
respondents. Finally, we present our observations and recommendations in the final section.

2. Literature Review

According to Marinakis (2009), when the International Labour Organization was established in
1919, the minimum wage was applied to a very small number of countries within a limited
range. Trade committees for specific industries (“sweat industries”) have tried to prevent
exploitation in the UK, especially of women and domestic workers. Australia and New Zealand
have established minimum wages by industry and region. Six states in the United States and
four provinces in Canada have passed minimum wages laws. The textile industry has experience
setting minimum wages in France and Norway, especially for domestic workers. (Marinakis,
2009).

Consistent with Suryahadi et al. (2003), as a result of changes in Labour market policy in the
late eighties, minimum wages became a vital plank of Labour policy, as is clear from the speed
at which the government has hyperbolized its levels. Nevertheless, despite many decades of
micro econometric proof, the minimum wage remains a significantly disputed policy
(Harasztosi and Lindner 2019). The minimum wage policy will have varied objectives, adopt
specific mechanisms and procedures, use different criteria for setting it or ending ulterior
changes, and have additional or less broad coverage (Infante et al. 2003). As expressed by Herr
and Kazandziska (2011), there are several institutional queries regarding a wage policy that is
associated with several country-specific factors, like the development stage of a rustic, the
national characteristics of the labour market, the sort of commercial relations and union power,
and the economic conditions, as well as several alternative factors.

Belman and Wolfson (2014) argue that employment, specifically the number of jobs, is a state
of affairs for disputes regarding wages and their effects. Furthermore, as Del Carpio and Pabon
(2017) claim, a large body of literature identifies combination effects such as reductions in
formal employment and range of hours worked, hyperbolic states, and additional informal
Labour, especially when the wage is exceptionally high.

Policymakers have perpetually seen the wage as a tool to form stability within the Labour
market. In addition, Neumark and Wascher (1992), Brown et al. (1982), Aaronson and French
(2007) and Meer and West (2015) stated that the minimum wage hurts employment.

On the other hand, Horrigan and Mincy (1993) believe that raising the minimum wage reduces

the income gap between workers in two main ways. First, this increase reduces the income gap
between older workers and younger workers, and second, this increase reduces the income gap
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between high-status and low-status occupational workers (Horrigan and Mincy, 1993).
Furthermore, according to Stigler (1946), if the minimum wage is adequate, it must have one
of two effects: first, workers whose service value is less than the minimum wage are fired, or
second, raise lower wages and efficient worker productivity (Stigler, 1946). As Freeman (1996)
asserted, an adequate minimum wage will, at best, make the income distribution beneficial to
low-income people and support the bottom of the distribution.

Evidence from traditional econometric research generally shows that when the minimum wage
is binding, an increase in the minimum wage increases wages in the formal sector (on a large
scale) (Gindling and Terrell, 2005). Furthermore, Grossman (1983) pointed out that, in general,
given the relative wages of the skill set, the company's demand for Labour is modelled on the
choice of the skill set that minimizes cost. Therefore, the relationship between the minimum
wage and wage distribution can be used to infer the low-wage labour market (Cengiz et al.,
2019).

The widespread popularity of raising the minimum wage is primarily based on its attractiveness
as an anti-poverty policy. It is based on two beliefs: the first is that raising the minimum wage
will increase low-income families' income, and the second is that the minimum wage has little
effect. In addition, Dolado et al. (1996), OECD (2015), and Clemens and Wither (2019)
concluded that the minimum wage improves the standard of living of low-income workers.

However, as mentioned above, the impact of the minimum wage varies from country to country.
Therefore, Zavodny (2000) pointed out that implementing a binding minimum wage will reduce
the total Labour demand and increase the Labour supply. As the economy develops, Labour
relations have shifted from rural to urban areas and have occurred in larger and larger
companies. Employers and employees have begun to pay taxes, and workers have received
legal protection, which generally includes minimum wage guarantees (Dinkelman and
Ranchhod 2012).

Harrison and Leamer (1997) stated that after introducing a minimum wage that increases wages
in the formal sector, some workers become unemployed. This will increase the supply of Labour
in the informal Labour market, thereby reducing wages in the informal sector (Harrison and
Leamer, 1997). Furthermore, if the minimum wage encourages workers to migrate from the
formal to the informal sectors, then an increase in Labour supply in the informal sector can, in
theory, lower informal wages (Fajnzylber, 2001).

3. An overview of Minimum Wage in Kosovo

For many years, the minimum wage has been seen as a tool for improving the labour market's
quality and as well as a challenging issue. However, as we stated above, the effect of the
minimum wage can sometimes have a negative effect on the Labour market, reducing poverty
and the informal sector.

Kosovo faces significant economic challenges as a new country, including the Labour market.
Unemployment remains the main problem in Kosovo, especially for young people, and the
minimum wage has not increased since 2011. Based on the Labour Force Survey 2019 by the
Kosovo Agency of Statistics, the rate of participation in the Labour force in 2019 was 40.5%,
the employment rate was 30.1%, and the unemployment rate was 25.7% (KAS, 2020a).
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Table 1. Key indicators of the labour market in Kosovo (%), 2019

Key indicators of the labour market (%) Male Female Total
Rate of participation in Labour force 59,7 21,1 40,5
Inactivity rate 40,3 78,9 59,5
Employment to population ratio (employment rate) 46,2 13,9 30,1
Unemployment rate 22,6 34,4 25,7
Unemployment rate among young people (15-24 years of age) 44,1 60,3 49,4

Source: (Authors' Compilation adapted from KAS, 2020a)

Based on the data of Kosovo Agency of Statistics, in 2012, the average gross salary in Kosovo was 383
Euros, while in 2019 it was 477 Euros, an increase of 94 Euros or 24.5%, while the net salary from 348
Euros in 2012, increased to 430 Euros in 2019, an increase of 82 Euros, or 23.5% (KAS, 2020b).

477

2012 2013 2014 2015 2016 2017 2018 2019
B Gross wage B H=iwage
Figure 1. Average gross and net wage (in Euro), 2012 - 2019
Source: (Authors' Compilation adapted from KAS, 2020)

According to the Eurostat database 2020 and KAS, Kosovo has the lowest minimum wage in Central
and Eastern European countries. The graph below shows that the highest minimum wage in the second
half of 2020 was recorded in Slovenia (940.58 euros) and the lowest in Kosovo (170 euros), which has
not changed since 2011.
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Figure 2. Minimum Wage in Central and Eastern European countries in 2020S2 (in euros)

Source: Eurostat database 2020 for other countries. (Authors' Compilation adapted from KAS, 2020b) for Kosovo

Based on Article 57 of the Labour Law, the Government of Kosovo at the end of each calendar year
sets the minimum wage on the proposal of the Economic and Social Council based on the following
factors: the cost of living expenses; unemployment rate; the general situation in the labour market;
and the degree of competition and productivity in the country (Official Newspaper of the Republic of
Kosovo, 2010) . According to the Kosovo Agency of Statistics data, in Kosovo, currently, the minimum
wage is 130 euros for employees under the age of 35 and 170 euros for employees over the age of 35,
and it has not changed since 2011.

Table 2. The ratio of the minimum wage to average gross and net wage (in Euro) in Kosovo, 2019

Age Group Minimum wage Gross (%) Net (%)
Until the age of 35 130 27,25 30,23
Over 35 years old 170 35,64 39,53

Source: (Authors' Compilation adapted from KAS, 2020b).

4. Instrument for Collecting Research Data and Analyzing Research Data

In this research, we have used primary quantitative data, which has been collected from primary
sources chosen randomly. The survey is considered the most relevant data collection instrument
for this study. The survey was designed after researching scientific works conducted by other
authors on minimum wage. Consequently, we composed a survey with 21 questions. An item
consistency test was performed to ensure that the survey questions stood alone as a set. A
reliability test has been conducted to verify the quality of the measurement procedure chosen
for this study.

While passing these two steps successfully, pilot testing began. After that, the final version of
the survey is designed and distributed to the respondents. The time frame for gathering data
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from the survey was from the 23™ of March to the 19" of April 2021. The platform Google
Forms is used to collect responses. The responses have good representation among different
disciplines, job positions, age, education, and wage rate.

The self-administrated survey has been distributed online randomly, and 635 respondents have
filled it out. The respondents have been asked to give answers ranging from general ones about
their age, level of education, and employment status to more concrete ones, like their opinion
about the impact of the minimum wage on other economic phenomena.

The data collected from the survey has been analyzed using SPSS, Statistical Package for Social
Science, and the graphs have been designed from the Excel Spreadsheet Database of the survey,
generated from Google Forms.

Our survey has been representative, including people of different profiles such as managers,
finance officers, administrators, teachers, sales agents, accountants, doctors, and project
coordinators.

The survey results show that 40% of the respondents are between 25 and 34 years old, and 37%
of them are between 15 and 24 years old. Regarding gender, 50% of respondents are female,
and 50% are male. Furthermore, more than half of the respondents have completed their
university education (57%), and 59% of the respondents are employed.

What i ?
at s your age What is your gender?

14% 50%
40% 730
3%%
3T%
W 1524 37% W 25-34 40%
| 4554 T -, 5584 ] | Maile
(2) (b}

What is the highest level of education

vou have completed?
What is your employment status?

BTOL 41%

_adl

Primary school 2% High schoo! 34%
[ ¥ B Hig

(c) (d)
Figure 3. Results about the age, gender, education, and the employment status of the respondents.

Source: Data obtained from the author’s survey conducted for this paper named “Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."
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In the fifth question, respondents were asked their opinion about the minimum wage as a reason why
they have difficulty finding a job or are unemployed. 52% of respondents think that there are other
factors as well. On the other hand, 40% of respondents think that the minimum wage is why they have
difficulty finding a job or are unemployed.

In your opinion, do you think that the minimum wage is the reason why
you have difficulty finding a job or you are unemployed?

52%
8%

40%

@ ves 40%

| Mo 8%

Figure 4. Respondents’ attitudes about the effect of minimum wage finding a job or being unemployed.

Source: Data obtained from the author’s survey conducted for this paper named “Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

Most of the respondents (81%) work in the private sector and 36 % of them are paid between 251-450
EUR.

If the previous answer was ‘employed’ _ B
indicate in which sector do you work ’ Indicate what is your salary

19% oo
81% 13%
oy
19%, 6% 23%
B 170250 EUR 23% [ 251450 EUR  36%
B FPublic sector 19%
@ Frivate sector 81% @ Over 250 EUR
(a) (&)

Figure 5. Respondents answers about the sector they work in and their salary.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."
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In the question in which respondents were asked for the impact of minimum wage in their work/
career, more than half (70%) of respondents think that minimum wage has/has had an impact on their
work/career.

From your experience, do you think that the minimum wage
has/has had an impact on your work/career?s

30%

T0%

@ Yes 70% @@ No 30%

Figure 6. Respondent’s answers about the impact of minimum wage on their work/career.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

Based on our survey results, 68% of respondents strongly agree that the minimum wage in Kosovo
should be increased.

The minimum wage in Kosovo should be increased

500
400
300
200
b -
0 SR % B —
Sirongly agree Agres Meuiral Dizagree Strongly
disagree

Figure 7. Respondent’s answers about increasing minimum wage.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs
about minimum wage and its effect in Kosovo's economy — results of a public survey."

Most of the respondents, 75%, strongly disagree, and 18 % agree that the minimum wage in Kosovo is
enough to support a family. On the other hand, 18% strongly disagree that the minimum wage is
enough to support a family.
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The minimum wage in Kosovo is enough to support a family

500

400

300

200

100
Sirongly agree Agres Meutral Disagree Stronghy
disagres

Figure 8. Respondent’s answers about minimum wage as family support.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

For the questions in which respondents were asked about the effect of minimum wage on the standard
of living in Kosovo, 95% think that increasing the minimum wage will increase the standard of living in
Kosovo.

Increasing the minimum wage will increase the standard of living in Kosovo

True

Mot true

V] 50 100 150 200 250 300 350 400 450 500 550 600 650 7TOO

Figure 9. Respondent’s answers about the effect of minimum wage on increasing the standard of living in Kosovo.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

Based on our findings, 93% of respondents think that increasing the minimum wage will do more good
than harm to Kosovo's economy. Moreover, our survey findings show that 48% of respondents strongly
disagree, and 11 % of them agree that an increase in the minimum wage in Kosovo will cause layoffs.
In addition, 24% of respondents are neutral (see Figures 10 and 11).
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Increasing the minimum wage will do more harm than good to Kosovo's
economy

True

Mot true

0 30 100 150 200 250 300 350 400 450 500 550 600

Figure 10. Respondent’s answers about the effect of increasing minimum wage in Kosovo’s economy.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

An increase in the minimum wage in Kosovo will cause layoffs

4010
300
200
) .
e e K
Sirongly agree Agree Meutral Disagres Strongly
disagree

Figure 11. Respondent’s answers about the effect of increasing the minimum wage on employment

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

Our results show that 84% of respondents think that the private sector would be affected the most by
increasing the minimum wage. On the other hand, 16% of respondents think that increasing the
minimum wage would affect the public sector. Furthermore, our survey findings show that 59% of
respondents think that an increase in the minimum wage would increase employment. On the other
hand, 12% of respondents think that employment will decrease, and 29% have no opinion. Regarding
the impact of the increase in the minimum wage in the public sector, 45% of respondents think that
employment will increase, 15% think that employment will decrease, and 41% think that there will be
no impact (see Figures 12 and 13).
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Which sector would be affected the most by increasing the minimum wage?

Pubdic sector [16%

Private sector

100 180 200 250 300 350 400 450 500 550

Figure 12. Respondent’s answers about the effect of increasing minimum wage in the private and public sector.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

In your opinion, how will an increase in the minimum  In your opinion, what will be the impact of the increase
wage in Kosovo affect the labor market in general? in the minimum wage in the public sector?

41%
12%
15%
39% 45%
B Employment will increase 599 B Employment will increase  45%
B Employment will decrease 12% B Employment will decrease 15%
(a) (b)

Figure 13. Respondent’s answers about the impact of the increase in the minimum wage in the labour market in
general and in the public sector.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

Our findings for the opinion of respondents for the impact of the increase of minimum wage in the
informal sector show that 41% of respondents have a neutral opinion, 20% of them strongly disagree,
and 18% strongly agree that increasing the minimum wage will increase employment in the informal
sector.
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Increasing the minimum wage will increase employment in the informal sector
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Strongly agree Agree Meutral Dizagres Strongly
dizsagree

Figure 14. Respondent’s answers about the impact of increasing the minimum wage in the informal sector.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

In the following questions, respondents were asked for their opinion on increasing the minimum wage
to reduce poverty in the country. 43% of respondents strongly agree, and 17% agree that increasing
the minimum wage will reduce poverty in the country.

Increasing the minimum wage will reduce poverty in the country

300

200

m . .
Strongly Agree Meutral Dizagree Strongly
agree disagree

Figure 15. Respondent’s answers about the impact of increasing the minimum wage in reducing poverty in the
country.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

Based on the finding from our survey, 75% of respondents agree that the increase in the minimum
wage will affect the increase in wages in general.
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The increase in the minimum wage will affect the increase in wages in
general

Agree

Dizagree

They have nothing to do with each other

Figure 16. Respondent’s answers about the impact of increasing the minimum wage in wages in general.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

The last questions asked respondents what would their opinion be if the government were to increase
the minimum wage. 99% of respondents said they would agree on the matter.

If the government of Kosovo were to suggest an increase in the minimum wage,
what would you think?

To increase the minimum wage

Against raising the minimum wage %

0 100 200 300 400 S00 &00 7oo

Figure 15. Respondent’s answers about their opinion about increasing the minimum wage as a government
suggestion.

Source: Data obtained from the author’s survey conducted for this paper named "Attitudes and beliefs about
minimum wage and its effect in Kosovo's economy — results of a public survey."

5. Conclusions and Recommendations

In this paper, we analyzed the effect of the minimum wage on Kosovo’s economy based on the
survey we conducted with 635 respondents. Ranging from general questions to more specific
ones, we have tried to make our survey as representative as possible, including participants
from different professions, to see their perceptions and attitudes regarding the minimum wage
in Kosovo. According to the results, 70% of respondents think that the minimum wage has
impacted their work or career, and 68% strongly agree that the minimum wage in Kosovo
should be increased. In addition, 75% of respondents strongly disagree that the minimum wage
is enough to support a family. Moreover, 95% of respondents think that increasing the minimum
wage will increase the standard of living in Kosovo. Similarly, 93% of them think that
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increasing the minimum wage will do more good than harm to Kosovo's economy, and 84% of
respondents think that the private sector would be affected the most by increasing the minimum
wage.

More than half of the respondents agree that the increase in the minimum wage will affect
wages in general, and almost all of the respondents are willing to increase the minimum wage
if the government of Kosovo suggests an increase in the minimum wage.

In general, based on our findings, we can conclude that our respondents have positive attitudes
and beliefs about the minimum wage and its effect on Kosovo's economy. Because the
minimum wage in Kosovo has not increased since 2011, the purpose of this paper is to provide
an overview of the minimum wage in Kosovo by making an additional contribution to the
existing literature and passing a message to policymakers. Based on our findings, we
recommend that the government of Kosovo review the setting of the minimum wage in detail
and propose its increase, always after analyzing its effects and consequences.
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