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Real(likely) ExamQuestionsfor May 15,2002.

1. Multiple choice and short questions. In therealexam,noexplanation,nocredit.

(a) Whena firm providesspecifictraining,whathappensto thegapbetweenthepostrain-
ing wageandthemarginalproductasthemarket interestrateincreases?

(a) It increases.
(b) It decreases.
(c) It staysthesame.
(d) It persistsfor a longerperiodof time.
(e) Not enoughinformation is providedto answerthequestion.

(b) Canyou explain theadded worker andthediscouraged worker effect,which bothcan
happenduringa recession?

(c) If averagelifetime earningsof bothhighschoolandcollegegraduatesdouble,thenthe
numberof peopleattendingcollegewill consequently

(a) increase.
(b) decrease.
(c) remainunchanged.
(d) eitherincreaseor decrease.
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2. Essay Questions.

(a) Few peoplewould disagreewith thefact thatfirms shouldmaximizeprofits. To do so
they arealwayslooking for waysto produceat a lower cost. Imaginea firm thatuses
four inputs:skilledworkers,unskilled workers,capitalandenergy. For this firm capi-
tal andenergy havebeenfoundto beusedtogether;capitalandskilledworkers,capital
andunskilledworkers,andskilledandunskilledworkers,aresubstitutesin production.
Energy andany typeof workersaresubstitutes.Energy pricesin thelastyearhavesky-
rocketed,but interestrateshavedecreasedsubstantially. Canyouanalyzetheeffectson
skilled andunskilledemploymentof all thesechangesknowing whatyou know about
theoptimalbehavior of firms.

(b) The articlesI distributed in classon WednesdayMay 1 (New York Timesof Friday
April 26, andSundayApril 28) dealwith thecomplex issueof joint decisionmaking
in thehousehold andtheroleof womenin thelaborforce.Wehavespentquitea lot of
time discussing this issue.Usethe theorywe have workedon to summarizeandgive
yourexpertopinionon thepointsdiscussedin thearticles.
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3. Any Household USA. Considera household wherethe husbandcanearna market wageof
$15perhourandhasa marginal productivity in thehouseholdthat is theequivalent of $12. The
wife canearna market wageof $20andhasa marginal productivity in the household that is the
equivalentof $15.Supposeinitially thattheirmarginalhousehold productivitiesdonotdependon
thetime thattheotherspousespendsat home.

(a) If thecoupledecidesto haveonly oneof themwork for payoutsidethehome,whoshould it be?

(b) Would it makesensefor boththehusbandandthewife to work for payoutside of thehome?

(c) Assumingbothmembersof thecoupleareworking,how wouldanincreasein thewife’s wage
affect her work hours? Would an increasein the wife’s wagecausethe husbandto increaseor
decreasehiswork hours?

(d) How would your answerto (c) be different if you knew that the coupleweresubstitutesin
householdproduction?Whatif they werecomplementary?
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