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I. Answer the following multiple choice questions on your scantron.  





1. On a diagram with the rental price of capital on the vertical axis and quantity of capital on the horizontal axis, the demand for capital is: 





downward sloping. 


vertical. 


upward sloping. 


horizontal.








2. Which of the following illustrates the economic concept of derived demand? 





The amount of labor a company hires depends on the price of labor. 


The demand for automobile workers is based on the demand for the automobiles they produce. 


Workers seek jobs in order to earn the income necessary to purchase goods and services. 


The wage demands of workers reflect company profitability.








3. The value of the marginal product of labor measures: 


 


the extra output produced by an additional unit of labor. 


the change in profits associated with employing an additional unit of labor. 


the additional revenue produced by an additional unit of labor. 


the extra cost of hiring an additional unit of labor.








4. In a competitive labor market, to maximize profit a firm hires additional labor as long as: 


 


the value of the marginal product is less than the output price. 


the value of the marginal product is greater than the worker's wage. 


the value of the marginal product is greater than the output price. 


the value of the marginal product is less than the worker's wage.








5. The Little Apple Manufacturing Company sells each unit of output for $4.00. The following table shows the firm's production function:





  Labor  Output


    0         0


    1       40


    2       70


    3     100


    4     120





The value of the marginal product of the fourth unit of labor is:


$ 80 


$ 30 


$ 40 


$ 60








6. Which of the following is an example of human capital? 


 


the skills a mechanic acquires from years of working on automobiles 


the new equipment a company buys for its workers 


the wage a worker receives in excess of the worker's wage in the best alternative line  of work 


the purchase of stocks and bonds in advance of a worker's retirement








7. If each unit of labor costs $90, how many units should the company hire to maximize profit? The Little Apple Manufacturing Company sells each unit of output for $4.00. The following table shows the firm's production function:





  Labor  Output


    0   0


    1  40


    2  70


    3     100


    4     120





 


1


4


3


2








8. Why does the profit-maximizing perfectly competitive firm only hire labor as long as the value of the marginal product is greater than or equal to the wage rate? 


 


because firms can increase their level of economic profit if and only if marginal revenue product is also increasing 


because these firms are wage takers 


because of the law of diminishing returns 


because the firm only hires workers when the contribution to total revenue by additional workers is greater than their contribution to total cost








9. Which of the following could potentially shift the firm's demand for labor curve? 


 


a change in either the product price or the marginal product of labor. 


a change in the number of competing firms demanding labor. 


a change in the marginal product of labor. 


a change in product price.








10. The competitive, profit-maximizing firm's demand for labor curve: 


 


is a horizontal line in perfectly competitive industries. 


is equal to the supply of labor when markets are in equilibrium. 


is typically more elastic than the demand for the product the firms are producing. 


is equal to the value of the marginal product of labor curve.








11. Why does the additional revenue from hiring another worker eventually decline as


 more workers are hired by the perfectly competitive firm? 


 


Product prices fall as more output is produced by additional workers. 


The industry's demand for labor curve slopes downward. 


The law of diminishing returns comes into play. 


The company is forced to hire less qualified workers.








12. According to human capital theory, education: 


 


increases a worker's pay even though education does not impart valuable skills. 


increases a worker's skills but has no bearing on the worker's pay. 


increases a worker's skills which, in turn, leads to higher pay. 


has no effect on a worker's pay.








13. Among full-time employees: 


 


men tend to work more hours per week than women. 


men have higher human capital, on average, than women. 


men are more likely to be in highly paid occupations than are women. 


all of the above are true.








14. Blacks tend to earn less than whites because of: 


 


less work experience. 


lower levels of education. 


discrimination. 


all of the above.








15. A compensating wage differential is: 


 


what a worker earns in excess of the worker's opportunity cost. 


the difference between what a worker earns and the worker's marginal revenue product. 


what a worker is paid to offset undesirable characteristics of a job. 


the difference between what a worker earns and what the worker could earn in the next-best occupation.








16. A preference to buy stocks from a male broker rather than a female broker would


 be consistent with the theory of: 


 


employee discrimination. 


customer discrimination. 


employer discrimination. 


comparable worth.








17. Skill differences account for some of the differences in wages across occupations because: 


 


international trade has altered the relative demand for skilled and unskilled labor. 


higher skilled workers are more pleasant to work with than lower skilled workers. 


lower skilled workers are suffering from discrimination. 


there is an inverse relationship between human capital and economic rent.








18. On average, among full-time employees who work the entire year, women are


 currently paid: 


 


the same annual pay as men. 


about 70 percent as much as men. 


about 60 percent as much as men. 


about 80 percent as much as men.








19. Human capital and discrimination: 


 


each explain a different reason why two people with identical skills could earn different wages. 


are interchangeable terms. 


each help to explain why all workers do not receive the same wage in the long run. 


are each examples of compensating wage differentials.








20. Which one of the following groups has a below-average incidence of poverty? 


 


families headed by a female 


persons who are divorced or separated from their spouse 


persons 18 to 24 years of age 


married-couple families 


blacks and other minorities








21. Which of the following contributed to the increase in income inequality during the 1975-1990 period? 


 


an increase in the proportion of both single-parent and dual-earner families 


an increase in the earnings differential between the well educated and those with less education 


a reduction in tax shelter activities as marginal tax rates were reduced sharply during the 1980s 


all of the above.








22. The wealthiest one-fifth of all U.S. citizens earn approximately what percent of all personal income? 


 


less than 25 percent 


more than 15 percent 


more than 40 percent 


more than 80 percent








23. Which of the following offers a partial explanation for the recent increase in


 income inequality in the United States? 


 


There has been a significant increase in both the number of single-parent and the number of dual-earner (husband-wife) families. 


There has been an increase in the earnings differential between skilled and less-skilled laborers. 


Both there has been a significant increase in both the number of single-parent and the number of dual-earner (husband-wife) families and there has been an increase in the earnings differential between skilled and less-skilled laborers are correct. 


The share of the personal income tax liability paid by upper income people has declined sharply in recent years.


Income transfers directed toward the poor are now much lower than they were in the mid-1960s.








24. The poorest 20 percent of the U.S. population received approximately what percentage of total income? 


 


20 percent 


15 percent 


10 percent 


  5 percent








25. Evidence indicates that: 


 


working does not reduce one's chance of being poor. 


education is unrelated to poverty. 


most of the poor are elderly. 


most of the poor are poor for short periods of time.








II. Answer the following questions in the spaces provided.  





1. Explain how the marginal product of labor in a given production process is related to a firm’s demand curve for labor.  


�
2. Suppose that workers form a union in a previously competitive labor market.  


	a. Explain why the situation faced by the labor union may resemble the situation


    faced by a monopolist.  























	b. The goal of a monopolist is to maximize profit.  Is there an analogous goal for


    labor unions?  




















c. How do you suppose that the wage set by a union compares to the wage set by


    a competitive market?  How do you suppose employment differs in the two


    cases?  Show on a graph.  






































3. What are the five areas, according to Halteman, where the Christian should be nonconformed in the dominant secular society we live in?  


�
4. We have considered several different types of discrimination: employer, employee, and customer.  Suppose that some brunette workers did not like working with blonde workers.  (This is not a blonde joke, so read on.)  
