Factor Markets Practice FRQ
1. Assume the following information is for a firm that is the single demander of labor in a
small Midwestern town:

McWimple's Widgets, Inc.
Number
Wage rate Total
of M MRP MRC
TC | (per hour) Workers Product | ™" "7 _°
%0 $4.00 0 0 - - o
45| 4.50 1 20 20 $1ib ¥ASD
41000 5.00 2 50 |36 40 $6.5D
3l 5.50 3 70 120 {wo $b.SO
3 24 6.00 4 80 10 4 6D 375D
4350  7.00 5 86 b $320 $\l.oo
Yg‘“ 8.00 6 gg 2 410 $13.00
- OO 9.00 7 { $ 5 .00
4x0o_ 10.00 8 i

. 87 -2 -~-3%\0 $\l.o0
Given the information, what is the marginal physical product of the 4th worker? @
Explain why the marginal physical product increases, decreases, and then goes
negative. What is this called and why does it happen? L& (F DM.WeR. RET. ) Ak (A€
Assuming that the firm cannot use wage discrimination, what is the marginal
resource cost of the 3rd worker? How did you calculate it? $6.50; ATC /[y syrs
If the price for each output were $5: \
What would be the marginal revenue product of the 8th worker? — R0 (NeveR “‘%/
How many workers will this monopsony hire and at what wage rate? Why?
How would this market's wage rate and employment be different if they
were In a perfectly competitive labor market? Waere A, (X A F aWele,
E. Show graphically the monopsonist’s marginal resource cost curve (MRC), it's
labor demand curve (MRP), and the industry supply curve (SL). Identify the
following:
i. Quantity hired ™,
i. wage rate paid
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