Answer on question #59625-Economics - Microeconomics

Minimum Wage. Determine the unemployment.
D:P=800-Q

S:P=100+Q

MW: P =640

Solution

The minimum wage raises unemployment if it is higher the equilibrium wage. The market
equilibrium occurs when the quantity of workers supplied is equal to quantity of workers
demanded in a market.
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QUANTITY OF WORHKERS
D=S
800 —Q = 100 + Q
Qx = 350

If equilibrium labor quantity equals 350, we can plug the equilibrium quantity into ether demand
or supply function and receive market equilibrium wage.

800 — 350 = 450
The minimum wage increases wage rate from 450 to 640, so we will receive unemployment.

The unemployment is calculated as difference between quantity available at minimum wage and
guantity demanded at minimum wage.

Determine the quantity available at minimum wage

S=MW
100 + Q = 640

Qs = 540



Determine the quantity demanded at minimum wage

D = MW
800 — Q = 640
Qd =160

Determine the unemployment

Unemployment = Qs- Qd =540 — 160 = 380

Answer
When minimum wage is 640 the unemployment equals 380.



