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Labor Market
1. The government restricts the prices of goods and services due to various reasons including; controlling the rate of inflation, to maintain the affordability of commodities by the consumers especially during the period of shortages of such products in the market, to maintain a desirable level of income for suppliers of goods and services in the market. The government regulates prices in the market by setting price ceilings and price floor. A price ceiling is a maximum price that a commodity or a service can be charged to consumers while price floor is the minimum price. 
2. A minimum wage is a price floor that the government sets to regulate the minimum wage that they are supposed to pay the employees when they sell their labor. The positive impact of minimum wage includes; reduction of poverty, improving the living standards of citizens, boosts motivation among workers and hence high productivity, and reduces inequality. However, on the contrary, the minimum wages makes producers of goods to incur extra cost on production. The high cost is passed to the consumers, and hence it does not solve entirely any problem economically. When the producers charge a higher price on products in the market, the demand for the goods and services reduces creating a surplus. 
3. A firm can operate in the black market to avoid paying the minimum wage to cut the cost of production and to reduce unemployment. The black markets do not deduct income tax from employees since they operate illegally thus decrease tax revenue. Subsidizing the wages of the unskilled labor will enable the government to earn tax revenue. However, the labor market would not reach equilibrium because the supply of labor is higher than the demand.  
