人力資源理論與應用
Theory and Application of Human Resources 
ECON4203
Homework #1
Spring 2010
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I. True and False (40 points)
Respond to each statement True, False or Uncertain and then justify your response. The justification of your response is the most important part of your answer.
1) If leisure is a normal good, hours of work will increase as nonlabor income increase.
2) If leisure is a normal good, and increase in the price of goods purchases in the marketplace makes a worker to increase hours of work.
3) The derived demand for labor would be less elastic if the supply of capital is highly elastic.

4) Other things being equal, the firm will always hire more workers when the wage falls.
II. Problem (60 points)
1) You can either take a bus or drive your car to work. A bus pass costs $5 per week, whereas driving your car to work costs $60 weekly (parking, tolls, gas, etc.). You spend half-an-hour less on a one-way trip in your car than on a bus. How would you prefer to travel to work if your wage rate is $10 per hour? Will you change your preferred mode of transportation if your wage rate rises to $20 per hour? Assume you work five days a week and time spent riding on a bus or driving a car does not directly enter your utility.
2) Suppose that indifference curves between consumption and goods are concave to the origin. How many hours will a person allocate to leisure activities?
3) What happens to the long-run demand curve for labor if the demand for the firm’s output increases? What happens to the long-run demand curve for labor if the price of capital increases? Decompose the changes into scale and substitution effects.[image: image1.png]
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