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Question 22

22. Table: All-Stars
Number of All-Star Marginal Product of Labor
Quality Pitchers (MPL per season, m illions)
?

of[orf s fulin!

nsidering increasing the quality of its pitching staff by hiring all-star quality pitchers. If the going salary for an

Answer: 2 pitchers

Justification; the marginal product of labor declines as more labor is engaged. Therefore, the
firm will continue to hire laborers until the wage rate is less than the Marginal Product of Labor
(Wage Rate< MPL). The All-Star company should hire a maximum of two pitchers because the
MPL for the two laborers (15) is greater than the current salary of $12 million per season.
Consequently, an additional third pitcher result in a lesser MPL of 7, which equates to a loss for

the All-Star company.

Question 26

2Z26. VWhich ofr the rollowing does not represent a human capital labor market issues?
© all jobs have the same danger level
a college education
a government retraining program

skills gained while working on the job

Answer: All jobs have the same danger lever

Justification: Human-capital labor market issues relate to factors that enhances the efficiencies
and supply of the laborers in an economy. Therefore, a college education, government retraining
program, and on-the-job skills enhances both the effectiveness as well as the quantity of work

forces in an economy.
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Question 27

27F. If the price of output Iin an industry falls, firms in that industry will labor.
increase their supply of
increase their demand for
©&» decrease their demand for
decrease their supply of

Answer: Decrease their Demand for Labor

Justification: The demand and supply of labor in an economy is dependent on the intersection of
the two market forces. A fall in the price of the output in an industry implies loss making, which

tend to decrease the overall demand for the labor because of the possible layoff of employment.

Question 31

Answers:
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PART 1: The event reduces the demand for the high-tech job in the United States (Demand 2)

PART 2: The event increases the supply for the high-tech job in the United States and reduces

the wage-rate in the long-term (Supply 3)

Question 32
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Question 34
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