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Abstract   
The labor market is a phenomenon that has to be dealt with not only by economists, politicians, 
and governments, but also by the inhabitants of each country. This phenomenon determines not only 
their overall standard of living, but it is also linked to the overall mobility of the economically 
active population. Salary, as a result of the functioning of the labor market, depends on market 
conditions in the economy. Unemployment in Slovakia is the country's main socio-economic problem. 
The main problem for Slovakia is long-term unemployment, where more than seventy percent of the 
unemployed have been home for over a year. The consequences of unemployment and the level of wage 
rates are subject to confrontation and polemic differences economic science. The aim of this paper is to 
show the evolution of nominal and real wages in the Slovak Republic. The partial aim is the application 
of statistical methods to quantify the relationship between the growth rate of real wages and the growth 
rate of nominal wages as they relate to unemployment. 
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INTRODUCTION 
 
Wages and salaries depend on many factors, for example education, length of service, type 
of employment, the employer's origin, etc., i.e. there are many factors. The average amount of 
wages varies across countries, even within a particular country. Unemployment in Slovakia is not only 
a serious economic problem but also a social indicator, as it represents the lost potential value of 
the whole economy. The goal of a state in this area is particularly crucial to maintaining social 
peace. One such goal is full employment, i.e. the creation of a situation where whoever wants to work 
and accepts the pay offered by their employer under a given set of conditions, will always find 
employment  
 
LABOUR MARKET AND EMPLOYMENT 
 
There is a direct link between the number of employees a company will employ and the production 
goals of their production plan. During a boom period of economic growth, permanent employees may 
work three shifts.  Each additional employee increases overall production, but additional products 
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produced per each additional employee declines. When the company employs many workers and 
produce a larger number of products, this usually reduces the price of the product in order to sell an 
additional amount of products. This causes a decrease in marginal revenue. The demand curve for labor 
will copy this decrease in marginal income and will therefore be decreasing. The labor demand curve 
follows general rules applicable to the general demand for the product. If wages increase, the quantity of 
labor demanded decreases and then wages decrease. The quantity of labor demanded then increases. 
Demand for labor thus shifts the entire product demand curve, which will ultimately depend on the 
fundamental fact that the prices of products that the company sells depends on the prices of other factors 
of production, s.a. technology and capital. The higher the price of the products offered, the higher the 
demand for labor, as higher prices often lead to higher profits, which companies are trying to achieve 
over time.  The demand curve in this case moves to the right.  
Prices change other factors of production. Labor demand changes, but only in the long run, when 
all factors of production may also change. There are substitutes and complements to fulltime work and 
when changes in their costs occur, this will affect aggregate demand. If the price of substitute 
for workers grow, for example machines that could replace humans become more expensive, then the 
demand for labor will grow and this curve shifts to the right. In the case of technology or capital there 
are similar analogies. New technologies will automatically destroy many jobs, and the demand for 
labor thus decreases. The demand curve then shifts to the left. The effect of the elasticity in the 
demand for labor in terms of the Quantity Demanded should be measured in response to a change in 
wages for this work. 
Elasticity quantifies the change in the income of workers due to changes in the supply of workers. 
The more people who are available, the lower the hourly wage. If the demand for them is inelastic, 
then the increased supply automatically reduces hourly wages and leads to a decline in overall wages. 
On the other hand, if demand is elastic, while the hourly wage may decrease, the overall worker 
pension increases. One pair of important facts affecting the elasticity of the demand for labor's affect, 
are whether the manufacturing process is labor intensive, and whether it involves a little or a lot 
of capital.  
If the work is difficult manual labor, then the more elastic is the demand for workers. The higher 
the elasticity of demand for products also increases the elasticity of demand for workers. The greater 
the ability to replace capital work, the easier it is in production to process capital, the greater the long 
term labor demand making the system more elastic.  
Worklife depends on how people divide their time between work responsibilities and 
relaxation. Overtime is usually driven by a desire for a higher total income, although the hourly wage 
does not change, while part-time work may be for those who have a high hourly wage and need a job to 
raise revenue by working a greater number of hours. For these reasons, the fact that the labor supply 
curve has an interesting course, i.e. the supply curve in the upper part is curved to the right. The 
curve can be explained by the substitution effect and pensions. The higher the wage, the worker is able 
to work more, to the detriment of their free time. Hourly wage basically represents an opportunity cost of 
leisure time. The worker therefore substituted leisure time for work. After a certain amount of extra 
money is earned, workers can indulge in more goods and products and free time. It is therefore decided 
to rest more than work, hence the supply of labor at a higher wage becomes a less prevalent wealth 
effect. The ability to keep a job is determined by various factors such as: population growth; more 
workers means the supply curve moves to the right; changes in technology; and capital accumulation at 
home. If you bring new technology to replace the human factor, there is an increase in labor supply. 
Market equilibrium is created where the supply and demand curves intersect. 
 
NOMINAL AND REAL WAGE 
 
Árendáš (1997), Mankiw (2009), Parkin (1990), defined wage labor costs as resulting from the 
operation of the labor market and is the result of the relationship between demand and supply. The 
concept of pay is a generic term for wages, salaries and other forms of remuneration arising from 
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the implementation of a production factor labor. Outwardly, wages appear in two forms. Historically 
older, the time wage, which lead to piece wages. Tancošová (2013, p.127) detailed in 
herpublication quantification of the types and forms of wages. Time wage is the reward for time worked 
(eg. Per hour, day, week, year). We distinguish hourly, daily, weekly and annual wages. Piece wage is a 
reward for the average number of products or transactions made per worker over time. Any product or 
act may be limited in time, so we say that it is converted in the form of time wage. In addition to the 
various forms of wage, it distinguishes even the wage level. It may be both a nominal and real 
wage.Nominal wage is the amount of money that a worker receives for their work regardless of the form 
of wages. Can be expressed as time and piecework wages. Real wage represents the amount of goods 
and services that the worker can buy for their nominal wage. The level of real wages depends on 
several factors, such as. amount of nominal wages, high prices of goods and services, tax burden and the 
like. Based on the development of these factors, it may occur that real wages increase (eg. in nominal 
wage growth and stability of other factors), decreases (eg. the constancy of nominal wage growth of 
prices of goods and services), or does not change (eg. the the same nominal wage growth and equitable 
prices of goods and services). 
 
Figure 1 shows the evolution of average monthly nominal wage in €. 
Figure 1 

 
Source: Own processing 
 
Figure 2 shows the evolution of indices of real and nominal wages 
Figure2 

 
Source: Own processing 
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Figure 3 shows the evolution of the unemployment rate (%) 

 
Source: Own processing 
 
On the basis of quarterly data on the rate of growth of real wages and the unemployment rate 
from January 1997 to the second quarter of 2014, Table 1 shows the estimated regression analysis 
between the growth rate of real wages and unemployment rates, which is given by the equation  
y = 9.182 + 0.488 x. 
 
The link between rate of growth of nominal wages on the unemployment rate based on annual data 
1997-2014 is given by a linear non-linear model of the form:  y = 16.725 to 0.142. x - 0.2486. x2. 
The coefficient of determination R2 value acquired for 85.15%, which quantifies the situation in which 
85.15% are changes in the dependent variable explained by independent variables. The 
correlation coefficient R = 72.51% significance level α = 0.05; p = 0.000. 
  
Table 1 Regression Statistics Growth rate of real wages and unemployment rates 

Multiple R 0,390226 

R Square 0,152276 

Adjusted R Square 0,141122 

Standard Error 3,331987 

Observations 78 
ANOVA 

  df SS MS F Significance F 

Regression 1 151,5646 151,5646 13,65183 0,000412648 

Residual 76 843,7626 11,10214 
  Total 77 995,3272       

 

  Coefficients Standard Error t Stat P-value Lower 95% Upper 95% 

Intercept 9,182291385 1,948135053 4,713375 1,08E-05 5,302244159 13,06233861 

X Variable 1 -0,488747762 0,132278507 -3,69484 0,000413 -0,752203242 -0,225292283 
Source:  Own processing 
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Table 2 Regression Statistics The rate of growth of nominal wages and unemployment 

Multiple R 0,851562 

R Square 0,725158 

Adjusted R Square 0,717828 

Standard Error 2,003174 

Observations 78 
ANOVA 

  df SS MS F Significance F 

Regression 2 794,0491 397,0246 98,9418 9,23939E-22 

Residual 75 300,9531 4,012708 
  Total 77 1095,002       

  Coefficients Standard Error t Stat P-value Lower 95% Upper 95% 

Intercept 16,72517597 1,299694634 12,86854 1,14E-20 14,13605149 19,31430045 

X Variable 1 -0,142623893 0,010173181 -14,0196 1,19E-22 -0,162889908 -0,122357877 

X Variable 2 -0,248677473 0,080307905 -3,09655 0,002753 -0,408659024 -0,088695922 
Source: Own processing 
 
 
CONCLUSION  
 
The labor market impact fields such as economic, social and other interests. In Slovakia unions opened 
to workers is the Association of Confederation of Trade Unions. The presence of unions in the labor 
market often changes the demand for labor, sought to raise. However, the influence of trade unions is 
also evident in the efforts to raise the minimum wage.(Tancošová 2013, p.129), In addition to the 
foregoing, the labor market and wage determination in individual economies are also affected by other 
factors: such as arising wage gaps and wage discrimination. The amount of wages in each country is 
different and depends on the professions, skills, qualifications, experience and so on. Wage differences 
arise most often on the basis of: 
-compensatory differences that the wage is an example of, when working in difficult conditions, i.e. a 
deleterious environment, handled the strain of our unequal and underpaid work environment. To 
compensate for wages in these unfavorable working conditions; 
-differences in the quality of work related to the large differences between people, which depends both 
on innate abilities and particular skills or knowledge (eg. Top scientists, experts from 
renowned universities, etc.); 
-exceptional skills associated with predisposition, which can not be learned, and represents exceptional 
skills (top artists, scientists, athletes, etc.). 
These differences are due to differences in wages, which are compensated by monetary or non-monetary  
benefits. They are quite natural. However, differences arise from other, non-essential reasons of personal 
characteristics, which we call wage discrimination. This may occur for example. racial discrimination, 
religious discrimination, job discrimination between women and men and the like. These are differences 
that do not have logical reasoning, and must be combated. Post highlighted the importance and 
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significance of macroeconomic indicators in the unemployment rate, the development of growth of 
nominal and real wages, the growth rate and the unemployment rate, as well as their relationship. The 
relationship between these economic metrics is only one forecasting tools for economists and politicians 
in the labor market. In essence, this is a very simplified model perspective, but also a very effective tool 
in the issue of unemployment and labor market studies. 
 
This paper is supported by project VEGA 1/0760/13 "Analysis and design of streamlining decision-
making processes for investment decisions by regional governments." 
 
Post is one of the outputs KEGA 037PU-4/2014, "Curriculum documents for e-learning based and their 
implementation in teaching disciplines of quantitative methodology, Information Management and 
Finance." 
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