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1. Introduction 

The increase in labor productivity and remuneration of 

employees and workers is of key importance for the effective 

management of the organization. Leading factors in determining the 

salary are the level and dynamics of labor productivity and the 

minimum wage in the country. 

 

2. Theoretical aspects of remuneration 

Staff remuneration is one of the main activities in human 

resource management and the successful development of the 

organization depends on its efficiency. In the process of 

development of the remuneration policy the management staff of 

the organization should take into account many factors that affect it. 

Depending on the place of their origin, these factors can be divided 

into two main groups - internal and external factors (Tab. 1). 

External factors occur outside the organization, but affect the 

remuneration of its staff, while the internal ones appear in the 

organization itself. 

 

Table 1. Grouping of factors influencing remuneration 

 

Еxternal factors Internal factors 

Means of subsistence  

Labor market  

Legislation in the country 

Performed work  

-quantitative  

-quality  

Trade unions  

Labor productivity  

Type of organization 

 

• Means of subsistence reflect the amount of money 

needed to maintain the standard of living in certain economic and 

social conditions in the country; 

• The state of the labor market and the interrelation  

between supply and demand of labor are a the main factors that 

determine the level and dynamics of wages. When there is a 

shortage of labor force employers tend to offer higher wages. When 

labor supply is higher than demand employers offer lower wages 

and employees who have been long time in the labor market are 

ready to work for lower wages. 

• Legislation in the country affects both  the terms of 

standard of living and the creation of economic and social 

conditions for economic growth. The impact of state institutions on 

wages occurs through the tax and social security policy. The high 

amount of mandatory contributions to social security and health 

insurance limits the growth of real wages. 

• Work nature  is a determining factor in the wage 

formation. The amount of labor at certain quality is the process of 

expending physical and neuro-psychic energy in the production of a 

particular type of product or service. Accordingly, the salary will be 

higher for larger quantity of work and vice versa. According to 

L.Byars and L.Rue the development of remuneration system in the 

organization depends largely on the analysis of the labor, which 

includes [2]:  

-Description and analysis of the main activities carried out 

at the workplace;  

-Frequency of  performance of the working tasks (daily, 

monthly tasks are described consistently);  

-Final results of the working process.  

•The availability of professional units in the organization 

and their influence on employers in collective wage bargaining 

affect the level and dynamics of remuneration.  

•The level and dynamics of labor productivity is crucial 

in determining wages. The increase of labor productivity leads to 

rise of the wages. 

• The type of organization, its size, scope of activity, 

structure and strategy are the main factors in the process of 

determining the remuneration of staff. Financial stability of the 

employer creates opportunities for the payment of high salaries.  

Understanding the factors that affect wages gives an opportunity to 

the management staff of the organization to govern them.  

Each employee’s remuneration should ensure his/her standard of 

living and should be in compliance with the required for the 

position physical and intellectual skills, qualifications and etc. 

Therefore, wages and other remuneration components should be 

properly defined. 

The design and implementation of the remuneration 

system in the organization should be based on the following basic 

principles:  

• Competitiveness - to take into account market levels of 

remuneration (salaries in other organizations);  

• Fairness - if funds for premiums are provided, they 

should be deserved and fairly distributed;  

• Clear and understandable for the employees system of 

remuneration;  

• To motivate staff to high performance and quality work. 

Complete and accurate characterization and classification 

of remuneration systems is a difficult task because in many 

organizations the remuneration system is considered as a 

confidential information. The most commonly used systems of 

wages are:  

1. Payment according to the duration of the work - the 

amount of remuneration is determined by multiplying the number of 

working days/hours and the daily/hourly basic wage for the job or 

the position.  

2. Payment according to the output - the wage depends on 

the amount of production and freight rate per unit. 

3. Percentage pay - the revenue achieved by the worker/ 

employee/ group for the organization serves as an indicator for the 

assessment of the work and the remuneration is calculated as a 

percent of it.  

4. Mixed payment - formed by elements of the salary for 

time and output.  

5. Payment in accordance to the efficiency of operations - 

the remuneration of employees depends not only on achieving or 

maintaining standards in the specific workplace, but also on 

achieving the performance indicators adopted in the organization.  
Additional payments to the main salary are widely applied in 

practice, which in shape resemble the salary, but are perceived as 

non-traditional forms. They are regulated by the relevant collective 

agreement and are intended to supplement the salary. In some cases 

they are social payments that are made on the initiative of the 

employer or trade union and are e included in the provisions of the 
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collective working agreement. The amount of remuneration in the 

organization depends as well as on overtime and night work, on 

duty work, etc. 

Recently, the complex technical processes play increasing role 

on the working process. Man is a direct consumer of technology 

thus it is essential to identify his/her needs. Changing requirements 

for the qualifications and skills of employees and workers, labour 

mobility, stress and many other factors are related to new 

technologies [1]. 

The model used by our country for determination of 

wages is outdated because it is based on a single payment and 

additional benefits. This approach is thought by both employers and 

employees to be inadequate. Therefore, this model should be 

changed.  

In organizations whose main aim is the increase of profits 

it is difficult to maintain a high salary. As long as the profit and the 

marginal product of labor increase the wages will go up. Hiring an 

additional worker means that the revenue from the final output will 

decrease. The company will hire extra staff, provided that the salary 

is reduced. 

 

3. Approaches for determining the minimum 

wage and labor productivity 
The minimum wage is the lowest hourly, daily or monthly 

remuneration that employers may legally pay to their employees. In 

the Republic of Bulgaria, the minimum monthly salary is regulated 

by the Labour Code, while its amount is determined by the Council 

of Ministers. It is updated regularly with a decree of the Council of 

Ministers. 

The level of the minimum wage depends on many factors: 

•The needs of employees and their families;  

• The level of the average wage in the country;  

• The means of subsistence and the changes that occur to 

them;  

• Social benefits;  

• Standard of living of social groups with incomes higher 

than the minimum wage;  

• Economic factors such as the level of labor productivity, 

the need to reach and maintain a certain level of employment in the 

country or a region.  

Two approaches are applied to determine the minimum 

wage:  

Global approach - the amount of the minimum wage is 

determined by the following formula: 

 

MW1=MW0.Ki,                (1) 

where: 

MW1 - minimum wage for the future period;  

MW0 – minimum wage for the current period; 

Ki – coefficient  of inflation 

Analytical approach, which involves the following steps:  

•Preliminary Stage:  

-Determining a subsistence minimum, social minimum, 

existence minimum and threshold of poverty. The subsistence 

minimum includes the existence minimum and the social minimum. 

-Consideration the priorities of the social policy of the country; 

-Consideration the availability of economic resources;  

-Consideration of the role of social security systems as 

additional sources of income;  

-Consideration of the nature of the anti-inflationary policy in 

the country; 
 

MW1 = Sp + Sc – SPf           (2)  

where: 

Sp - money amount of the monthly social minimum of a 

parent  

Sc –  money amount of the monthly social minimum of a 

child SPf – social benefits for a household  

The German parliament only in 2014 has begun to discuss 

a bill setting the minimum gross hourly wage in Germany. It is 

expected that the proposal for the minimum wage will come into 

force next year. The minimum hourly wage will be applied in two 

years.  
The main difference between the Bulgarian and German 

model of minimum wage is that in Germany the minimum wage 

will not be applied to all employed. For example, it will not be 

applied to the employees under 18 years, to those returning to work 
after long-term unemployed in the first 6 months of their 

reintegration into the labor market and etc. 

 

Table 2. Minimum wages in the EU for the period 2013 - 2014  

Countries 2013  

(euro) 

2014    

(euro) 

Luxemburg 1874 1921 

United Kingdom 1264 1293 

Belgium 1502 1502 

France 1430 1430 

Slovenia 784 784 

Romania 157 191 

Bulgaria 158 174 

Table 2 presents the minimum wages in some EU 

Member States for the period 2013-2014. The highest minimum 

wage is in Luxembourg, while the lowest in the whole European 

Union -in Bulgaria. Only Romania in 2013 had a lower minimum 

wage than in our country, but in 2014 it was changed and Bulgaria 

keeps the last place. Graf. 1 shows the levels and dynamics of the 

minimum wage in some EU Member States for the period 2013 – 

2014. 
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Figure 1. Wages in the EU 

 Fig. 1 shows that for the period 2013 - 2014 the 

minimum wage in most EU Member States remains constant, 

indicating a lower unemployment in those countries. The lowest 

minimum wage in Bulgaria can be explained by the lowest level of 

labor productivity in the country (Tab. 3). 

. Table 3.Labor productivity per person employed 2013 

 

Group Labor productivity 

per person employed 

(euro) 

Countries 

1. 43.4 – 71.6 Bulgaria, Romania, 

Hungary 

2. 71.9 – 82.6 Poland, Portugal 

3. 82.6 – 107.10 Germany, Slovakia, 

United Kingdom, 

Greece 

4. 107.10 – 114.5 Austria, Spain 

5. 114.5 – 163.9 Belgium, France, 

Luxemburg 

 

According to Eurostat data [9], EU Member States can be 

grouped into five groups according to labor productivity. For 2013, 

the lowest labor productivity per person employed is 43.4 euro in 

Bulgaria, and the highest 163.9 euro in Luxemburg, i.e labor 

productivity in Bulgaria is 4 times lower than that of more 
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developed countries in the EU. At the same time the minimum wage 

in Bulgaria is lower than 10 times (Tab. 1).  

Important in determining the minimum wage is the level of labor 

productivity. Table. 2 presents labor productivity per person 

employed and the minimum wage for Bulgaria, as well as the 

minimum social security threshold for the Chemistry industry. The 

main purpose of the application of the minimum social security 

threshold by economic activities is the attempt to terminate the 

unfavorable trend of formal social security paid on minimum wage 

and unofficially payment of a higher salary. Combating the shadow 

economy by the application of social security threshold is 

particularly necessary in a situation of a crisis and limited public 

resources.  

In the negotiation of the minimum social security 

threshold in Bulgaria the following factors have been taken into 

account:   

• The minimum wage in the country (lev);  

• The rate of growth of the minimum wage (%);  

• The inflation rate in the country (%). 

 

Table3. Labor productivity and Minimum wage 

 2003 г. – 2013 г. 

 

Year 

Labor 

productivity per 

person employed 

(euro) 

Minimum wage 

(euro) 

Bulgaria Chemistry 

industry 

2003 34.7 56 104 

2004 34.7 61 105 

2005 35.8 77 106 

2006 36.4 82 115 

2007 37.4 92 126 

2008 39.7 113 154 

2009 39.7 123 193 

2010 40.8 123 203 

2011 42.9 138 208 

2012 44.5 148 218 

2013 43.4 159 220 

Fig. 2 shows that the rate of growth of labor productivity 

for the period 2007 - 2013 was an average 11.83 % (based on data 

for 2007). For the same period, the minimum wage increased on 

average by 45.83% and the minimum social security threshold for 

the chemical industry with 56.50%. 
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Graph 2: Labor productivity, minimum wage and minimum social 

security threshold for the chemical industry for the period 2008-

2013  

Despite the high growth rate of the minimum social 

security threshold for the chemical industry in Bulgaria compared to 

labor productivity, only 20% of the country's needs of chemicals 

and products are provided by domestic production. Around 50 000 

people are employed in the chemical industry sector (8% of the 

employed in the industry as a whole), they produce 22% of the 

industrial production and provide 25% of total Bulgarian exports. 

The number of employed in the chemical industry for the period 

2008 - 2012, however, decreased by 21%, which led to decrease of 

the volume of production. 

Minimum wage reflects the minimum social standard that 

is a result of legal and political norms aimed at ensuring a decent 

life and respecting the social rights of citizens. Minimum social 

standards in each country have to comply with those requirements. 

They must guarantee the equal access of all citizens to goods and 

resources. Unlike in the majority of EU Member States the 
minimum wage in our country cannot perform these functions. The 

effect of the minimum wage in Bulgaria will occur when it reflects 

the minimum social standards and becomes a real measure of labor. 

But it requires an increase of the minimum wage not in percent but 

in times.  
In the model of "effective wage" in the classical theory it 

is assumed that it is possible in a short term period for the wage 

growth to outpace productivity growth. The social welfare systems 

in the country also play in this model as an alternative minimum 

income. This model could be applied in countries where social 

assistance is not as developed. The formation of the minimum wage 

that is higher than the rate of productivity growth would lead to an 

increase in wages of low-skilled workers. Application of new 

technologies, however, reduces the need for low-skilled workers 

and increases the share of high- skilled employed.  

3. Results and discussion 
Raising the minimum wage in Bulgaria is essential for the 

welfare and purchasing power of the employed and their families. 

However, when this increase is a direct function of the existence or 

social minimum or is a result of administrative measures, the 

following adverse trends occur:  

•Increase of the employers” expenses for wages and social 

and health insurance, lay-off of staff and increase of the level of 

unemployment in the country;  

• Inability to create new jobs;  

• Conditions for concealment of income and increase of 

the share of shadow economy;  

• Lower economic growth and risk of bankrupty of small 

and medium enterprises;  

• Reduction of investment in the economy, due to 

worsened economic conditions (low wage costs, insurance, etc.). 

4. Conclusion 
Therefore, in determining the minimum wage, it should be 

taken into account the impact of the real current economic factors 

and the level of labor productivity in both the industry and the 

country. It should also be considered the positive and negative 

consequences of increasing the minimum wage not only on 

individual groups of workers and employers, but also on society as 

a whole. Solving problems in negotiating the minimum wage 

should be done through negotiations between representatives of 

government, employers and trade unions. 
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