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debate about how the wage structure should be. There is no optimal theoretically 

determined desirable wage structure. Different unions and different groups in 

society may have fundamentally different interests and opinions about the 

preferable wage structure. Only a political process can answer the question as to 

which wages are acceptable for low-wage earners.   

In a Keynesian perspective no relevant positive or negative employment effects 

resulting from changes in minimum wages can be expected. Employment in the 

Keynesian paradigm is not driven by processes in the labour market. Aggregate 

demand is important for employment which, among many other factors, 

depends on the expectations of firms and households, on monetary and fiscal 

policy and also on the distribution of income. As far as higher minimum wages 

lead to a more equal income distribution, a positive demand effect can be 

expected as low-income households consume more out of their income. Changes 

in the wage structure will lead to changes in the price structure and to a myriad of 

substitution processes including new technology choices. It is simply not possible 

to find a theoretically clear answer on the employment effects of changes in 

minimum wages. Macroeconomic analyses of changes in minimum wages may 

be able to draw some light on employment effects. However, the processes of 

change in minimum wages are very complex and the net employment effects 

difficult to pinpoint. We would like to emphasise here that the vast majority of 

empirical analyses has found only insignificant employment effects and usually 

no negative ones of increases in minimum wages.    
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