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3. If a monopsony firm is paying one group of workers more then another gro_up of equally

productive workers than
A. the supply curve of the higher paid group is less elastic -l "$ lJi' j:i' :.";""r i,i 'i i,{: +./

I i .r.i

1'r

i
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C.thesupplycurVeofthelowerpaipgroupislesselastic
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D. the larger the scale effect of a wage change.

The wage differential between two locat-iqnsaepenOi on i ' ' ' '' 

''
A. the skill differences b-e-ts,"een the two locations.
B. themargin4l,loeati'dnalcoefficient.
C. t\52mm$nal products of the individuals that more from one location to another.

D-.--'-.ie average productivity in the two locations
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1. Firms will pay the cost to train their vrorkers
A. if the costs can be spread out over time.
B. if the trainin"f is specific to the firm.
C. .-.iftbe worker promises not to leave the firm.

-D-- if the training increase the productivity of the worker at all firms

An increase in hiring costs will cause

A. firms to hire fewer workers and increase the number of hours.
B. firms to decrease the number of hours worked. \,',r,''..i ,'

C. workers to pay for more education. :t, j- .,i

D. decrease the elasticity of the demand for labour !-i ''t i
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A.
B.
C.
D.
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ittincome effect will induce the consumer to take more leisure.

C.

the substitution effect will induce the consumer to take less leisure and the income
effect will induce the consumer to take more leisure.
the substitution effect will induce the consumer to take less leisure and the
income effect will induce the consumer to take less leisure.
the substitution effect will induce the consumer to take more leisure and the
income effect will induce the consumer to take less leisure.

8. The substitution effect graphically is always denoted
A. by movement along the original demand curve

<., t , ".P.. 
by moving in the direction of the item that is becoming relatively cheaper.

'' ;;; '9 by moving in the direction of the item that is becoming relatively more expensive.-)'.' D. by movement along the original supply curve

9. If a person is a participant and a wage increase results, in the worktime increasing, the
wage rate resulted in - t:t'i 4 j' '/:'* ''l i'l
A. an income effect only.
B. a dominant substitution effect.
C. a substitution effect only.
D. reinforcins income and substitution effects.

10. An increase in an individual's non-labour income will
A. cause an decease in the reservation wage
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B. cause an decease in the reservation wage, if leisure is an inferior good
C. cause an increase in the reservation wage, the individual is a participant
D. cause an increase in the reservation wage, if leisure ir uggry$Jg9d

11. At the utility maximizing level of leisure

B.

D.

A. the price of time is irrelevant , 
,.B. the leisure time is maximized

C. the marginalrate of substitution equals the wage
D. the level of income is irrelevant

The Isolabour Curve shows12.
A.
B.
C.
D.

employment/hours combinations that maximizes profits.
employment/hours combinations that maximizes revenue.
employment/hours combinations that minimizes profits.
employment/hours combinations that hold labour input constant.
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If there are relatively few low productivity type workers, a pooling equilibrium
is preferred by high productivity workers.
is worse for low productivity workers then a screening equilibrium
is worse for high productivity workers then a screening equilibrium
pays the marginal product of the high productivity workers

+ .,I4ftstrreis a normal good and the-wage fa{fs gffii* lt- 
'i" '''A.- the substitution effect will induce the consumer to take more leisure and the



13. In an ernployer discrimination model if there is constant returns to scale

A. the wage differential will be large.

B. many firms will exist in equilibrium
C. wage differential will be zero.
D. marginal discrimination coefficient will be large.

The demand for labour in the short run
is made up of a scale effect only.
substitution effed. and scale effects.
must be more elastic then in the long run.
Both A. and C.

Hicks Allen elasticity of substitution and the output de

to one.

Labour saving technical c
Neutral techni will increase the demand for labour.

B-
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A.
B.
C.
D.

If the
equal
A.
B.
C. technical

saving technical

The full price of a home produee goods depends on
A. price of market goods and taxes paid.
B. is greater if a the good does not have close substitutes
C. is independent of the production function

The higher the opportunity cost of an investment 4 itai
A. the higher is the present value irffi-estment in Human capital.

B. the great is the I irdstment in Human capital.
C. the marginal product of Human capital.

the level of investment in Human capital.

increase the demand for

change will decrease the demand for labour.
change will leave the demand for labour unchanged.
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D. the price of market goods used- and the wage rate

LR q Dr- 4u S, fu{
The long-run eiasticity of the demand for labour'depends on all of the following except

A. the long-run price elasticity of demand for the product which the labour produces.

B. the fraction of labour i+ total costs. lr*,- v,r,, \,L { tfr?- aJ }
C. the supply of labour. +,+. j , r v
D. the substitutability of other factors of production for labour. r/ /r'-' 
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If labour and capital are complements for each other, then
A. when more of one is used the marginai product of the other decreases.

B. when more of one is used,the marginal product of the qthgli4qrgse:-
C. when motr of oneE usea tfie **giout product of the other iJconstant.
D. when more of one is used more of the other must be used.
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23.

24.

25.

In the negative tax welfare system, the higher the implicit tax rate
A. the higher the breakeven level of income
B. the lower the work incentive
C. the higher the cost of the program

ID' all of the above 
+lrii- i' llr'rl *'i r' .'i

eub t 1 lri 'i.-f
A. the substitution effect will induce the consumer to take more leisure and the

income effect will induce the consumer to take more leisure
B. the substitution effect will induce the consumer to take less leisure and the income

effect will induce the consumer to take more leisure
C. the substitution effect will induce the consumer to take more leisure and the

income effect will induce the consumer to take less leisure
D. the substitution effect will induce the consumer to take less leisure and the income

effect will induce the consumer to take less leisure

22. The optimal level of leisure occurs where o giuat lt i.r i

A. the level of leisure is maximized subject to the budget constraint.
B. the level of income is maximized subject to the budget constraint.

A.
B.
C.
D. Ajwr€,6ie in the scores eamed by high school students on tests like the

Scholastic Aptitude Test (SAT).

Other things remaining the same, if education costs declease substantially, we would
expect to see

A. an increase in the marginal reveRueproduct of skilled workers.
B. a decrease in the wage received by skilled workers.
C. an increase-in the supply of unskilled workers.
D. __- -=-addcrease in the number of skilled workers employed.

-i -$ t!,Lii?-\ifi,
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C. the highest attainable indifference curve is tangent to the budget constraint. \rE -f_lU ,la:t:
D. both A. and B.

The demand for labour by a monopolist
A. would have the same substitution effect of competitive firm.
B. would hav6 the same scale effect of a competitive firm.
C. would be more elastic then that of a competitive firm.
D. would have the,same effect of a wage change as a competitive firrn.

Holding all else constant, which of the following factors w_guldtetid to make educational
investments more attractive?

An increase in the discount tate (r).
An decrease in the -yage-eamed by graduates.
An increasg-i+tthe age at which people retire.
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27.

28.

The demand for labour curye for a monopsony firm
A. depends on the marginal cost of labour.
B. is more elastic then the demand for labour by a competitive firm.
C. depends on the supply curve of labour
D. there on demand for labour curve for a monopsony

An decrease in the minimum level of income in a Negative income tax system

A.
B.
C.
D.

The
A.
B.
C.
D.

Ina
A.
B.
C.
D.

lowers the incentive to work.
decreases the breakeven level of income.
lowers the tax rate.
decreases the level of dependence on welfare.

value of an increase in human capital due to additional
money cost of the additional educati
money cost of the addition4!

is the

29.

present value ofall.expected future earnings.
presurt-vahre-of all extra expected future eamings which are the result of the

--addilional education.

location model with no migration, the wggediffer-srrtials depend on
the ease of substitution b_et1veerffis.
the number of _ryskilldd workers.
maryjlal-*o-idti on co eff ic i ent.

.--'-th6- distance between location.

30. The overtaking point in the relationship betwg,-e-n ***irigilriA number of years of
schooling occurs
A. when one has p.qdbackthe costs of schooling.
B. when e_ar,*ings are equal to the earning capacity after a given level of schooling.

C. when the present value of expected future earnings equals the cost of schooling.

D. when one's earnings equal the cost of education.

ff the elasticity of labour demand is 1.04, and the substitution elasticity is 1.1 and the

elasticity of output demand is .9. The share of labour in total cost is approximately
3t.

A. .6

B. .5

c. .4
D. .3

\ ^\-l. \. 
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32. In an employer discrimination model, for a positive wage differential there cannot be

A. more than one employer.
B. different locations.
C. constant retums to scale production function.
D. positive discrimination coefficient.
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33. Changes in the capital-labour ratio can be used to keep track of /

A. changes in the levels of output between two industries.
B. changes in the output prices of two industries.
C. changes in the marginal products of capital and labour.
D. the level of unionization in the union sector.

,< !lt"'.

Unionization of Capital intensive sector may results in
A. Union labour being worse off, non-union labour worse off and capital owners

may better off or worse off.
B. Non-union labour being better off and capital owners worse off if the non-union

sector expands by enough.
C. Capital owners worse off, union labour worse off.
D. Union labour being worse off, non-union labour worse off, if the union sector

expands by enough. 
:ir j r,,t-, i

The Contract Curve in the Edgeworth Box shows n... /i 2 (rr = { lp !i,.
A. the allocations of labour and capital, where the Marginal rates of substitutioir are

equal between two industries.
B. the allocations of labour and capital, where the factor prices are equal between

two industries.
C. the allocations of labour and capital, where union labour is better off as a result of

unionization
D. the allocations of labour and capital, where non-union labour is better off as a

result of rejecting unionization.

Unionization of one sector results in
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35.

36.
A.
B.
C.

D.

A.

B.

C.

D.

expanding the unionized sector.
driving a wedge between the wage rates in the union and non-union sector. '&' i ,--
driving aSe-dgiUetween the marginal rates of substitution in the union and non-

LI

union sector.
both B and C.

IL
37. Unionization of Labour intensive sector must results in

Union labour being better off, non-union labour worse off and capital owners may
better off or worse off.
Non-union labour being better off, union labour worse off and capital owners may
better off or worse off.
Union labour being worse off, non-union labour worse off and capital owners
may better off or worse off.
Non-union labour being worse off, union labour may be better or worse off and
capital owners may better off or worse off.
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38.
K L ]i,6U stc.tl 1''ii1i;'-rr ' !*vl- i "'

After unionization of the capital intensive sector, on cannot stay at the level of output in { B ;1l
capital intensive sector as before unionization, because r D -d _ y t . .
A. both types of labour will demand more of each output. ( f tef 

\ '+l f*
B. the ehange in relative prices and change in real in.€.ome will cause a substitution Sir b +rpot,cC

which expands the labour intensive sector. i-r,i,rrrrr
C. the change in relative prices and change in real income will cause a substitution

which expands the capital intensive sector

D. changes in the capital-labour ratio have not occurred

Paying to acquire the skills necessary to join the ranks of skilled labour can be considered

as 
-.---..-,-...-"""'n;'4sf

A. a consumptio+_p=xpen'diture.

B. an inyestmeit in physical capital.
C. ----XAvestment in human capital.
{ unnecessary to earning the wage of skilled workers.

The cost of acquiring human capital must include all of @eJollowrflE except

A. the money spent directly on trainiSg such-aS-tuition expenditures.

B. the interest paymen1sgnloailslftAken to finance a university education.

C. the foreggqg-ineorfld that could have been earned had the worker become

e;Fplo'y6a instead of attending school.

D.-1ne finance charges on the new suit purchased while attending university.

If the f{_icks_A]1en elasticity of substitution is greater than the output demand elasticity.

A. the higher the wage the more elastic is labour demand.

B. the smaller the share of labour in totai cost the less elastic labour demand.

C. the labour and capital are complements
D. the larger the share of labour in total cost the less elastic labour demand

A T\

a one period Household production model an increase in the price of market goods 'l Y /\/lTt
will cause an inc-rease in consumftion of home produced goods.

39.

40.

4t.

42. kr
A.
B.
C.

D.

will cause a substitution into more work time.

Full income is
A. the total amount an individual earns over the entire year.

B. the amount one would earn if all time is sold to the market.

C. the amount need to calculate Maximum Utility.
D. the amount eamed at the optimal numbers of work hours.

f* i.tu +1
will cause a substitution into more time intensive ways of producing home .t H 0.,r,-r ph.i:4.

produced goods I i'"-'
will cause a substitution in consumption to home produce goods and a substitution
in production to market time.

43.



44. Which of the following costs typically co to be associated with an individual's
educational investment?
A. Expenditures for books.

45.

while in school.
expended attending class and studying.

of the above.

ffproductivity cannot be observed by the fin4 ing education as a signal

makes all workers than compared to no signalling
must

6w productivity workers worse off.
generates an inefficient demand for education.

Education is a good investment for
A.
B.

f of education tend to eam higher wages.
's discount rate, the present value of the benefits; of the

lnves are greater than or equal to the present value of the costs of the

the intemal rate of return associated with the investment is positive.
all of the above.

If part-time workers do not have health insulance and a law was passed requiring health
insurance for all workers, holding output and capital constant, how would a firm adjust - ! r
the employmenilhours mix of part-time workers? .L 4{ ifu tfr'(f,fw +]r'X.

A. hours would increase and employment would decrease. |>r(purl -it; '.r ,a' &,B. employment would increase and hours would decrease. F\ r-
C. employment and hours would both decrease. I tl'''' 'l 'D':q 

,)1+l B ka / h

D. No^change in employment or hours. A ,'], h f
Benefits that are received in the future muglbediJc6unted (put on a present value basis)
before they can be compared with-benefits that accrue today because
A. inflation erodes$e-prfdhasing power of doilars received in the future.
B. dollars_pceiv€d today can be invested.
C. 

__ thefilture is uncertain and people prefer to consume benefits earlier.
D:"- both B. and C.

46.

D.

47.

48.

49. The Marginal rate of technical substitution wili increase
A. the more workers employed by the firm.
B. the greater the capital labour ratio at the firm
C. the more productive workers are on average
D. the higher the price of capital.

/ttPT5 A,t "rlpa, r/tfr



50. If the demand fon outplrfxis efiasti-e then

A. biased technical change increases the demand for labour.

B. ' Imger the eubetitutioEx ,effier€f. of a wage ctrangc.

C. neutral technical change increases the demand for labour.

D. the large the effect of a price change of the price of labour


