Application exercise title: Policy responses to manage employment with a minimum wage
Your city council has decided to support the state's decision to increase the local minimum wage above the national level. As an economics student you are asked to propose a plan to accompany this new wage change. It is often claimed that the increase in minimum wages will cause problems in the labor market so you are asked to draft a proposal that will be considered by the city council when the new minimum wage is enforced.
Which of the following policies should accompany the minimum wage in order to best compensate for possible job loss in the labor market. Consider the implications on economic activity of all choices and form a detailed response as to why you chose one of them. 
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A. Increase in public spending towards the education sector. The local government should invest in improving the quality of human capital.
B. Increase in public spending directed at vocational education and training to those who are unemployed.
C. The local government should participate in the labor market by increasing the number of public sector jobs. 
D. Introduce tax cuts to businesses who hire recently unemployed personnel.

