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Summary
Professor Antony Davies of Duquesne University explains the unintended consequences of minimum wage laws.

Economic Application

The minimum wage sounds nice on the surface: workers earning $8 per hour would certainly be better off if they were
earning $12 per hour instead. This view of the minimum wage overlooks an important detail: The minimum wage does
not force employers to pay a particular wage to every worker; it forces employers to pay a particular wage to every
worker they choose to keep. While the minimum wage may be well-intentioned public policy, it often hurts the least-
skilled workers.

Multiple-Choice Question
A legal minimum wage does all but which ONE of the following?
a) Reduces the quantity of labor demanded
b) Increases the quantity of labor supplied
c) Creates a market surplus of labor
d) Creates a market shortage of labor

Discussion Question
A common argument in favor of minimum wage laws is that they are necessary to prevent employers from taking unfair
advantage of their employees. What is the flaw of this argument?




