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W państwach o słabych związkach zawodowych, ale wysokim ich wpływie na politykę – płaca minimalna zamiast odgrywać rolę minimum odgrywa rolę de facto płacy.
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W Polsce tak samo:
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However, the role of the minimum wage in Colombia should be seen in
the light of the limited role of collective bargaining (see Chapter 3). Tn the
absence of collective agreements, formal wages are strongly determined by
the minimum wage setting. Trade unions therefore tend to put strong
pressure on raising the minimum wage level to ensure sufficient protection
for formal workers, even if this implies that the impact on poverty will be
minimal (Saget, 2008). Other emerging economies where the minimum
wage negotiations have become a platform for actual wage negotiations are
Indonesia, the Philippines, Thailand and Paraguay. Strengthening collective
bargaining on wage sefting more generally would allow having the statutory
minimum wage regain its role as wage floor and not as a de facto wage
norm for the formal sector
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Eamings distribution of full-time formal and informal employees, October 2013’
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The high minimum wage in Colombia decreases formal employment
and increases unemployment. Job losses occur mostly among those earning
near the minimum wage, often low-skilled, youth and women, whose
productivity levels are below their employment cost (Aguirre Botero, 201
Arango and Pachén, 2004; Bell, 1997; Hernandez Diaz and Pinzon Garcia,
2006; Mondragén-Vélez etal, 2010; and Sanchez etal, 2009). The
negative employment effects are much more pronounced in Colombia than
in other Latin American countries where the minimum wage s set at (much)
lower levels and where the minimum wage has no or only minimal impact
on the overall employment level (Broecke et al., forthcoming; Cunningham,
2007; and Maloney and Méndez, 2004).
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In addition, the very high minimum wage paradoxically contributes to
wage inequality in Colombia. As in other countries, low-wage workers are
over-represented in the informal sector, often as self-employed, and do not
benefit from the high minimum wage. As illustrated by Arango and Pachén
(2004), an increase in the minimum wage mainly increases the wages of
workers in the 45th to 60th wage deciles in Colombia, with no significant
effect on the lower or upper parts of the wage distribution. Also Hernandez
Diaz and Pinzon Garcia (2006) find that higher minimum wages increase
wage inequality between poor and middle-income workers.
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The minimum wage is also too high to reduce poverty rates. Arango and
Pachon (2004), one of the few studies on the link between poverty and the
minimum wage in Colombia, estimated that only households in the
25-45th percentiles of the per capita family income distribution benefit from
an increase in the minimum wage — results that are confirmed by Lépez

Castafio (2010). With the relative poverty rate in Colombia estimated at
around 24% (see Chapter 1
The poorest households neith

gain nor lose as they typically do not have access to formal jobs (Arango
and Pachon, 2004). As suggested by Gindling (2014), more effective
strategies to tackle household poverty would be to promote formalisation
and devplop well-targeted social policy measures (see Chapter4 for a
discussion on the latter)
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Over the years, the minimum wage in Colombia has lost ifs purpose of
providing a wage floor and instead has become the wage norm for many
formal, and even for half of all informal employees. Given the limited role
of collective bargaining in the counry (sce next chapter), trade unions tend

to put strong pressure on raising the minimum wage level, as it is one of the
few ways for trade unions to ensure decent working condiions for their
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wage reduces formal employment and contributes to wage inequality in the
country. It is also ineffective in reducing poverty sates_since_poor
households do not have access to formal-sector jobs. (SIISRENSHREIAH
lower productivity to join the formal labour market and reduce poverty
among these workers' households, the government may consider a gradual
adjustment of the minimum wage to bring it back to its original role of wage
floor instead of wage norm.

Differentiating the minimum wage across regions could be a possibility, but
improved labour law enforcement is a prerequisite, given that minimum
wage differentiation increases complexity and could potentially reduce
compliance. It would be equally important to further develop social policies
to reduce poverty amongst the poorest houscholds.
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Labor costs have gone down, but they are still high and promote informality. The
‘minimum salary in Colombia represents 72% of the average salary. This denotes
a disadvantage compared to countries such as Brazil, Chile, Mexico and Uruguay
that have a range from 32% to 40%, and whose economies have higher formality
rates. The landscape is completed by non-salary labor costs that must be paid by
employers to keep a worker. Despite the recent tax reform (Law 1607/2012) that
reduced non-salary costs, they are still among the highest in the region® (see Graph
37). High non-salary costs, in conjunction with firing costs and a high minimum
salary, promote informality, especially in the lower part of the income distribution.
As per a recent survey of 600 companics in Colombia, the main reasons it is hard
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‘The rigidity in the formal market may exclude parti
work in Colombia is limited by labor legislation that provides that the minimum

ipation by women. Part-time

contributions to social security must be made over at least one full-time minimum
salary (Private Competitiveness Council, 2009). ‘This means the cost of part-time
work is proportionally higher than full-time work, which discourages the use of
part-time positions by employers. Women are especially affected by this factor
because it limits their opportunities for part-time work, which is a preferred mode
due to their responsibilities at home Thirty-one percent of employed women work
part-time, compared to 14% of employed men (World Bank, 2012).
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The minimum wage originated as a social justice tool to provide socially
acceptable wages to the most unskilled workers:By the time it was adopted
in Latin America, it had become more generous, guaranteeing a wage
that would allow for a good life for a worker and his or her family,
including adequate food, shelter, clothing, hygiene, and leisure.:However,
economic theory points out that setting a wage above its market value
will lead to unemployment, primarily among the most unskilled workers—
precisely those the minimum wage is intended to protect.:Thus, the
uestion for policy makers is how a minimum wage policy can ultimately
help or hurt the poorest workers. Despite widespread debate over the
appropriate level and design of the minimum wage throughout the region,
there is surprisingly little empirical evidence on its actual impact.
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The minimum wage can be set so that it leads to greater income inequality.
However, in countries with relatively high minimum wages, the minimum
wage can increase wages of higher earners, increase unemployment among

the poor, cause greater poverty among the poor, and cause an increase in
household labor income inequality. Thus, whereas a high minimum wage
may serve a social justice objective, setting it too high can have the oppo-
site effect.
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The most vulnerable workers are the first to be hurt by high minimum
wages. Even where minimum wages are relatively low, they dispropor-
tionately affect certain groups in the labor market. The wages of young,
low-skilled, and female workers benefit from a higher minimum wage—as
do those of prime-aged, skilled, and male workers—but the unemploy-

ment effects are also concentrated on the former groups. (I EREIEEED
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Set at a level that balances social goals and market responses to minimum
wage. A minimum wage that is too high may actually increase poverty, so
social justice guidelines are not sufficient to set a minimum wage. Simi-
larly, the market may recommend wages that are too low to be acceptable

by society. A careful balance must therefore be struck between the objec-
tives. Clear guidelines have not been identified, primarily because the
social expectations and the market reaction to a certain value of a minimum
wage will differ across countries.
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Heterogeneity in minimum wage institutions is not limited to LAC.
Across the world, the number of minimum wages, coverage, minimum
wage-setting mechanisms, and enforcement mechanisms differ. For
‘example, Italy and Germany have hundreds of “minimum wages” which
are negotiated and enforced by unions under a strong contract law
framework] Australia’s former system, which had hundreds of minimum
wages, was part of a larger labor “awards system” that specified all remu-
neration for job types by states. In the United States, the federal minimum
wage may be increased by the state minimum wage: state inspectors are
responsible for enforcement. In Japan, each prefecture has its own mini-

mum wage, which is recommended by a council composed of public
interest groups, worker representatives, and employer representatives.
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Before determining the criteria and parameters of minimum wage setting
and adjustments, policy makers must decide on the objective of their mini-
mum wage. As discussed in box 2.1, there are many motivations for creating
a minimum wage, including protecting the most vulnerable, ensuring fair
‘wages across the economy, creating a safety net, and promoting macro-
economic growth and stability, among others.

The criteria for the level of the minimum wage are easy to define but
difficult to quantify. Experiences across the world show that the criteria to
set the level of the minimum wage are often a combination of social needs,
ability to pay, equity, and economic development requirement.
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Macrodevelopment requirements are even more difficult to quantify, since
we still have little understanding of the relationship between economic
outcomes—such as employment rates, inflation, economic growth—and
the level of minimum wages. Understanding the desired target population
for the minimum wage is also important, since that will determine the
extent to which the minimum wage could affect these macro-outcomes|
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The Minimum Wage Is Not a Powerful Tool to Decrease

Household Poverty or Inequality

On average, a minimum wage high enough to create significant changes
in the labor market will not benefit the poorest households. (SSISHOWE
for the relatively high minimum wage in Colombia, the wage benefits of
a minimum wage skip over the poor and confer its benefits on the mid-
dle of the income distribution, whereas in the moderate minimum wage
economy of Brazil, the poor on average experience a small decline in
incomes. In the Mexican case study, where the minimum wage is
relatively low and in which no unemployment effects were found, the
minimum wage increases the earnings of the poorest, but not enough to
lift them out of poverty.

A similar story emerges for household inequality. Whereas those
households at the bottom of the income distribution may experience the
largest wage gains, they also experience the largest job loss from an
increase in the minimum wage, as in the case of Brazil. In countries
where the minimum is targeted to the middle of the wage distribution,
such as Colombia, those in the middle of the household income distri-
bution benefit from the minimum wage, since their wages increase while
poorer households absorb the job losses (EHEEIRSENEEES e
tribution of income from the poor and newly unemployed to the poor

and middle class who keep their jobs.
d Ir | S
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Minimum Wages Have a Positive Effect on Wages

but a Negative Effect on Employment in LAC

Across the region, the minimum wage increases average wages. In countries
with lower minimum wages, the wages of the poorest are the most affected,
with declining but positive effects further up the wage distribution.
This results in compressed wage distribution and thus decreased wage
inequality among individuals. In countries with relatively higher minimum
wages, those earning near the minimum experience an increase in wages,
resulting in greater inequality relative to the poorest.
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Contrary to OECD Countries, the Minimum Wage in Latin America

Has Low Coverage and Low Enforcement, but a Large Impact

Since 30-70 percent of the labor force is in the informal sector, a poten-
tially large portion of the labor force is not covered by minimum wage
laws. In practice, an even smaller portion is covered, since partial enforce-
‘ment of minimum wage laws is common. This may be due to a shortage
of resources for labor inspections, but in some countries, it is the result
of very complex minimum wage systems that are difficult to monitor.
Poor information dissemination about the hundreds of minimum wages
in some countries limits the public’s ability to identify infractions and
thus report them.

Despite low coverage and low enforcement, the minimum wage may
have a larger impact than expected for two reasons. First, examination of
wage distributions shows distinct clustering around the minimum wage
and multiples of the minimum wage in both the formal and informal
sectors. These so-called spikes and cliffs in the wage distribution indicate
that wages are bunched around these valued
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The Minimum Wage Is Burdensome to the Fiscal Deficit in LAC

In LAG, social expenditures are tied to the minimum wage, so any increase
in the minimum wage also has large effects on the public deficit. The largest
expenditure category affected in many countries is the pension system, but
other benefits, ranging from salary bonuses to job training stipends to “shock
benefits” (death in the family, birth, marriage, and so forth), are denomi-
nated in minimum wages. Eligibility for social programs is also tied to the
‘minimum wage in many countries, so an increase in the minimum will also
increase beneficiaries of social programs.

However, the public sector is a big employer in some countries, so even
if the minimum wage is delinked from social programs, it will still create
a cost to the government. Although public sector employee salaries are
not subject to the official minimum wage in many countries, some type of
minimum wage level does exist. Thus, increases in the minimum wage
will increase government expenditures, particularly at local levels where
wages are lower and thus more subject to the minimum wage. However,
the extent of the increase is largely due to the size of the minimum wage
and of the public sector. In countries with a low minimum wage, the effects
are barely felt, while in countries with a large public sector, the effects are
very strong.
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High Minimum Wage Levels Do Not Necessarily Benefit the Poorest
The three case studies in this report—Colombia, Brazil, and Mexico—have
relatively high, medium, and low minimum wages in PPP-adjusted currency.
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They also show that the benefits of the minimum wage accrue to those
who are earning near the minimum wage. If the minimum wage is too high,

it will pass over the poorest and instead benefit those whose market wages
are close to it. The unemployment effects tend to fall on the poorest, though,
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Concluding remarks

On the basis of three estimators of wages, this paper showed that two groups of
developing countries found themselves in extreme situations with respect to the
minimum wage. One has very low minimum wages («mini minimum wages») and the
other very high minimum wages («<maxi minimum wages»). The paper drew attention
to the fact that depending on the choice of the estimator, the ranking of countries
changes for a few of them. This change was explained by the specific production
structure of some export countries, under-estimation of informal economy in CIS and
other countries, and differences in the sectors/occupations/regions used to calculate
the minimum and the averase wagcel
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How did such asituation develop? In this paper, we argue that in cases where minimum
wage negotiations are the only forum where trade unions can demonstrate their role
of protecting workers’ interest, the minimum wage tends to be set as an effective wage
for a sizeable group of workers and not as a threshold at the lower end of the labor
market. «<Maxi imum wage» situation is therefore a consequence of the weakness
of collective bargaining. However, by focusing almost entirely on the minimum wage,
collective bargaining does not develop in other issues. «<Maxi minimum wage» situation
might also be a cause of the weakness of collective bargaining.
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For «maxi minimum wage» countries, a solution to escape this situation would be to
set the minimum wage at a smaller level and develop collective bargaining on other
wages. Yet, lowering the minimum wage is difficult to implement. There is also a big
practical question that is opened up: how to manage a move to a lower minimum
wage? Could employers immediately reduce workers’ wages, for example? Or would
workers on the old minimum wage have their wages frozen until inflation brought the
new minimum wage up to the former level? These are very delicate political issues
which deserve some exploration, including the guarantees that might be given (by
governments and employers) to rigorously enforce a new, lower minimum wage (rather
than permit, expressly or tacitly, exceptions as at present). Furthermore, developing
collective bargaining in countries where the level of unionization is very low, such as

Thailand, raises other problems

In the short term, a more practical answer would be to engage in a discussion on the
role of the minimum wage and the criteria of adjustment. If the minimum wage is
close to the effective wage paid in enterprises, different criteria must be used than in
cases where it is a true threshold. Hence this paper showed that countries cannot be
treated as applying the same minimum wage policy. In particular, it is very different
discussing criteria for minimum wage adjustment in these two groups of countries

where minimum wage serves different purposes than the original one.
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Minimum relative to average wages of full-time workers
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Minimum Wages in Colombia: Holding the Middle with a Bite
on the Poor
Carlos A. Arango and Angelica Pachon *
carangar@banrep.gov.co angelic_p2@hotmail.com
Banco de la Repiiblica
February 6, 2004
Abstract

This paper exploits the long history of the minimum wage in a relatively stable developing
economy like Colombia in order to see whether it may alleviate the living conditions of low
income families and reduce income inequality. The paper does not only explore how the
minimum wage may serve these purposes, but also how it may distort market outcomes to
do so. We found significant negative minimum wage effects on both the likelihood of being
employed and hours worked for all family members, being it stronger for women, and the
young and less educated people. We also found a positive effect on non-head participation
especially in families with low human capital. But, more important, we found evidence that
the minimum wage ends up being regressive, improving the living conditions of families in
the middle and the upper part of the income distribution with net losses for those at the
bottom.
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Minimum wage levels vary considerably by
‘country. In afew countries, such as Mexico,
the minimum wage is simply too low to be
effective. In others, such as Colombia and
Paraguay, tis so high that enforcement is
impossible. In a few, such as Brazil or Chile,
the minimum wage is relatively high and
relatively binding. It s in these countries
thatits analysisis particularly relevant. In
‘countries where the minimum wage bite
s high, there is a larger risk that further
minimurm wage increases will either
adversely affect employment rates or push
Vulnerable workers (such as unskilled
‘workers, young people and women) either
into informal-sector jobs or out of the
labour force entirely. On the other hand,
places where the bite is high are exactly
those where the minimum wage could have
important distributional effects.
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FIGURE 2: Minimum wages as a percentage of median wages, 1995-2015
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FIGURE 3: Ratio of minimum to median wages and non-compliance

with the minimum wage, 1995-2014
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