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 Minimum Wage and Unemployment 
Wage floor is the minimum compensation an employer is required to pay to the employees. The minimum wage varies from one country to another and is dependent on several factors including the economy. For example, the wage floor in develops countries is higher than those of developing nations. Currently, the minimum wage set by the federal government in the U.S. is 7.25 dollars per hour. The wage floor has both a negative and positive impact on unemployment rates. However, the adverse effects on employment supersede the positives.
An increase in minimum wage increases the cost of production forcing the companies to readjust to remain profitable. Labor is one of the essential factors of production necessary to produce the final product. Businesses compensate their employees with wages based on several factors. For example, the nature of job, qualifications, and the risks involved are some of the considerations. However, governments set the wage that these companies have to observe. The minimum pay is not constant and always goes up every year. Consequently, the companies react to the increase by reducing the number of employees to maintain the same expenditure on labor cost (Kaj & Schmutte, 2016). The outcome of reducing the number of employees by organizations is increased unemployment rate.
The labor demand and supply curve for labor is elastic and respond positively or negative to the changes in wage. An increase in the lowest compensation in a given field initiates a change in the labor market as individuals move to the given segment (Arindrajit, Lester, & Reich, 2016). On the other hand, the government and private firms in that specific market segment are unable to produce the disproportionate demand for opportunities. In essence, an increase in wage floor results in a disproportional increase in labor supply (Arindrajit, Lester, & Reich, 2016). Subsequently, the excess supply leads to a rise in the unemployment level. However, the rise only results in surplus if the profession has minimal hindrance to entry. For example, professions in fields like engineering and medicine are well-paying but still have few people due to the cost of training. Nonetheless, an increase in wage floor triggers an unusual rise in labor supply leading to unemployment.
Moreover, raising wage floor forces organizations to seek alternative methods to cut the cost production (Arindrajit, Lester, & Reich, 2016). An increase in the cost of labor directly raises the production expenditures thus eating into the company's profit. The organizations thus adopt measures that enable them to achieve positive outcomes. Automation of operations is one of the primary methods most firms adopt to lower cost of production and maximize profit. The use of machines to undertake various tasks is mean of reducing the production costs and improving efficiency. Companies respond to increasing cost of labor by replacing human with computerized systems. Automation results in a decline in demand for human labor leading to a surplus. Consequently, unemployment rates increase.
Finally, a decrease in the minimum wage also leads to increased unemployment rates. The primary focus of most business institutions is to maximize profits. A reduction in the minimum wage by the government thus results in lowering the salaries for new employees. The outcome of the move is a fall in the number of people willing to take the jobs at the prevailing wages (Arindrajit, Lester, & Reich, 2016). Consequently, the market experiences a surplus in labor due to their unwillingness to take the jobs. As a result, the country experiences an increase in unemployment rates despite existing opportunities.
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