

































































































 

Chapter11TheLaborMarket
thelabormarket aninputmarketwhereworkerssupplyittofirmswhodemandeforawageof itdetermined bydownwardslopingdemand

andupward slopingsupply

1
thereisanassociatedoutputmarketfortheserviceproducedbythelabor theinputmarketisderivedfrom it

labordemand employersexistin a competitivelabormarket thereforecannotchange itontheirown canonlyseew determineLaw
marginalproductoflabor MP extraproductionfromhiring1moreworker

marginalrevenueproductof labor MRP marginalrevenuefromhiring1moreworker mep
rationalrule hireaslongas MRP w hirewhereprofitsaremaximized

and

aii.tt inp Lp
movedalongaswageoranges

shiftedbychangesinpriceofcapital Inere p.ir iii anm esipiiice
more

bettermanagement productivitygains demandshiftsout
nonwagebenefits taxesshiftdemandback

individuallaborsupply workerschoosebetweenlabor leisurethroughtheincome substitutioneffectsofwages
incomeeffect higherincomemakesleisuremoreattractive

substitutioneffect higherwagesmakeworkmoreattractive
compennoEFFECTS

Rationalrule workaslongaswage MBLeisure
supplycurve upwardslopingif substitutioneffectdominates

downwardslopingif incomeeffectdominates
vertical ifeffectscanceleachother w

bendingif dominatingeffectdepends onwage
atlowwagessubstitutioneffectdominates athighwagesincomeeffectsdominate

shiftedbyotherusesoftimeothersourcesofincome changesinneedforlaborincome experience
marketPIpePPfeetupwardIll peopleenterworkforceexistingworkersputinmorehourspplswitchjobs

shiftedbyotheroccupationwageschanging populationchangesunemploymentbenefitschangingtaxes employmentbenefitscha


