CONCEPT: DEMAND FOR LABOR IN PERFECT COMPETITION

e Afirm’s demand for labor on the demand for the good being produced.

O The demand for labor (and other factors of production) is a
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O Equilibrium occurs in a labor market just like in a market for goods and services.

PRACTICE: A profit-maximizing, competitive firm has a demand curve for labor determined by:

a) The opportunity cost of the laborers’ time

b) The value of the marginal product of capital
c) Offsetting the income and substitution effects
d) The value of the marginal product of labor

PRACTICE: A cupcake shop in a competitive market sells its cupcakes for $20 per dozen. It hires its laborers at a wage of
$10 per hour. To maximize its profit, the firm should hire laborers until the marginal product of labor is

a) 15 dozens per hour
b) 10 dozens per hour
c) 2 dozens per hour
d) " dozen per hour



