
The diagram shows the demand and supply curve of labour for a firm. The initial wage rate is given
by W0 and the equilibrium quantity of labour employed is L0.

A trade union that represents all of the workers negotiates a rise in wage rate to W1.
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What is the amount of unemployment that results from this wage rise?

L1L2DL1L0CL0L2BOL1A

A farmer introduces machinery to help workers at harvest time. The farmer also reduces the number
of workers by 50%. As a result, the total harvest increases by 25%.

What has happened?
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Labour productivity has decreased and production has decreased.A

Labour productivity has decreased and production has increased.B

Labour productivity has increased and production has decreased.C

Labour productivity has increased and production has increased.D

A firm has fixed costs of $20 and the following total variable costs.13
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What happens to average total cost over this output range?

It falls continuously.A

It falls then rises.B

It rises continuously.C

It rises then falls.D
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