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Introduction:  

This lesson is based on the notes on “Minimum Wages Policy” 

Instructions 

 

In your Exercise Book, copy the Header and the learning outcome. Make sure that your 

Handwriting is neat and legible. Go through your lesson notes and attempt the Practice Exercise in 

you exercise book. 

 

 

 

 

Please read your Lesson notes below and complete the Practice Exercise 134 that follows. 

Resource 134:    Minimum Wages Policy 
 
What is minimum wages? 
Minimum  wage  is  a  legal  minimum  payment  established  by  the  government  to  protect 
workers. 
The Isaac and the Cochrane Report on Minimum Wage 
 
The Issac report argued that wages in rural areas should be increased, in the hope that this 
would encourage more people to accept work in such areas. The Cochrane report proposed  
that a Wages, Prices and Incomes Board be established to  set minimum wages  which until  
that  time  had  been  set  up  by  the  House  of  Assembly.  This recommendation led to the 
creation of the minimum Wages Board in March 1972. 
 
Illustration of Supply And Demand Graph for Labour to Show the Effect of Minimum Wage  
Employers  are  legally  bound  to  pay  a  minimum  wage  so  that  workers  can  afford  the 
necessities of life and live well. One of the main aims of determining the minimum wage rate is 
to raise workers’ standards of living and to reduce poverty levels. 

Subject: Grade 11 Economics 

Term 4 

Week 3 Lesson Number: 134 

Date: ____/___/2021 

Unit 3: Growing the Economy: Micro economy focus 

TOPIC 4:  GOVERNMENT INTERVENTION IN THE PRICE MECHANISM 

Subtopic: Minimum Wages Policy 

Learning outcomes: At the end of this lesson, you should be able to: 

1. Explain Minimum Wages Policy 
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Now attempt Practice Exercise 134 

Copy the questions and write your answers in your exercise book 

PRACTICE EXERCISE 134 

1. Fill in the table by listing the reasons for the following being imposed by the government. 
 

Look at the graph given showing the effects of minimum wage. 
 

 
Let us go through the graph. 
The equilibrium wage rate determined by the market forces is W0 and equilibrium quantity of 
labour (labour hours) is Q0.  With the introduction of a minimum wage rate, W1, there will be an 
increase in the labour supply from Q0 to Q1 and a reduction of labour demanded from Q0 to Q1. 
 
Measures taken to improve the Minimum Wage 
When  wage  rates  are  increased  either  more  workers  will  join  the  workforce  or  existing 
workers offer more hours of work. Increasing the number of workforce will increase the cost of 
production for employers.  Thus  employers  may  reduce  the  number  of  labour  hours  or 
workers employed. 
This leads to excess labour supply meaning the situation of unemployment arises. One of the 
disadvantages of imposing minimum wage rates is unemployment. More people will want to  
work  at  the  minimum  rate  than  there  are  jobs  available-  the  result  is  involuntary 
unemployment. These people are willing to work at the going wage rate, but there are not 
enough jobs on the offer at the wage that is available. 
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This is the end of Lesson 134.  
Next lesson is: 

 Lesson 135.    The Organisation of Petroleum Exporting Countries (OPEC) 
 What is OPEC? 


