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Answers to Questions for Review 

14.1 You would have to ask yourself this question: ‘if my wage rate fell by the slightest 

amount, would I still work in this occupation, or would I leave it?’  If you would still 

work in the same occupation, then you are earning economic rent. Note that the 

question concerns your occupation, say waiting. The question is not whether a 

lower wage would make you seek a waiting job with another firm—any fall in your 

wage might do that—but whether a lower wage would make you give up waiting 

and instead take up a different type of job or stop working altogether. If you are 

earning some economic rent, you can estimate the amount as how far the wage 

would have to fall before you would leave that occupation.  

 

14.2 Recall that at any number of workers, MRP equals MP multiplied by MR. We must 

suppose that all strawberry farms face the same wage rise as you, so they also hire 

fewer pickers. So the output of strawberries will fall and the price or MR you get 

from selling them will rise. This tends to increase your MRP figures. But as you are 

hiring fewer pickers, you may decide also to use fewer other inputs, notably land 

and strawberry plants, and this will reduce the productivity or MP of your workers, 

in turn tending to reduce your MRP figures. Whether your MRP curve shifts 

upwards or downwards depends on the relative strength of these two factors. 

 

14.3 Again, recall that at any number of workers, MRP equals MP multiplied by MR. 

With the new technology, the MP of your workers will rise. But now they are using 

this technology, your output will be higher; and this will reduce the price at which it 

is sold, so reducing MR. If the second effect is stronger, your MRP figures will fall 
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and in turn you will demand fewer workers; if the first effect is stronger, your MRP 

figures will rise and in turn you will demand more workers. 

 

14.4 (a) should help because you are acquiring general human capital which would 

make you more attractive to other firms, so yours will have to pay you more to keep 

you.  

(b) may prove to be no help because it is firm-specific human capital which will not 

make you more attractive to other firms.  

(c) is likely to be of no help, because if your firm has negotiated a wage with the 

union, it will be paying you that wage whether you belong or not. 

 


