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by Cem Oyvat 

Minimum wage policies are a central instrument for reducing poverty, improving income 
distribution, and enhancing social protection. Yet their broader macroeconomic impacts 
remain contested, particularly in developing economies with persistent high inflation. 
Drawing on a Post-Keynesian framework, this paper examines the impact of minimum 
wage increases on inflation, unemployment rate, demand, and the trade balance in 
Turkey, a country characterized by persistent high inflation and where approximately 
three-quarters of the employees earn between 50% and 150% of the minimum wage. 
Using an empirical analysis, we analyse the relationships between minimum wage 
adjustments, consumer prices, unemployment, capacity utilization, and trade balance. 

Our findings indicate that a 10% increase in the minimum wage raises annual inflation by 
1.0-2.0 percentage points. This inflationary effect is primarily driven by the cost channel, 
as opposed to the demand channel. Exchange rate movements emerge as a more 
powerful inflation driver than wage adjustments in Turkey's context. 
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