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The following exam consists of 25 multiple-choice questions. Questions (1) through (2) are each worth 1 point while questions (21) through (25) are each worth 2 points for a total of 30 points. Please answer each question by picking the option that you think represents the best answer and writing that alphabet in the space provided on the last sheet.

1.
An increase in the discount rate (a high discount rate implies that payoffs in the future are worth VERY LITTLE and are therefore heavily discounted) would make a worker

A) more likely to change jobs.

B) less likely to change jobs**

C) exactly as likely as before to change jobs.

D) either more or less likely to change jobs.

2.
The most important determinant of migration is

A) education.

B) race.

C) experience.

D) age**

3.
Within each age group, people with ________ are most likely to migrate.

A) a large amount of education**

B) a large amount of experience

C) young children

D) no current employment

4.
For workers who emigrate to the United States from a country with a less equal distribution of earnings

A) the largest potential gain exists for unskilled workers.**

B) the largest potential gain exists for skilled workers.

C) immigrants will be positively selected with respect to skills.

D) immigrants will, on average, have a higher skill level than the workers who do not emigrate.

5.
The earnings of immigrants, when compared to those of similar native workers,

A) start out above those of the native workers, but increase more slowly.

B) start out above those of the native workers, and increase more rapidly.

C) start out below those of the native workers, and increase more slowly.

D) start out below those of the native workers, but increase more rapidly.**

6.
An increase in the number of immigrants causes

A) the labor demand curve to shift to the left.

B) the labor supply curve to shift to the right.**

C) the labor supply curve to shift to the left..

D) the labor demand curve to become flatter.

7.
The deportation of illegal aliens may create jobs on a one-to-one basis for native workers if

A) the minimum wage is above the equilibrium wage.**

B) the minimum wage is below the equilibrium wage.

C) the labor supply curve is very steep.

D) the labor supply curve is very flat.

8.
If skilled and unskilled labor are gross complements, then a decrease in wages paid to unskilled laborers will cause

A) a decrease in the employment of skilled labor.

B) an increase in the employment of skilled labor.**

C) no change in the employment of skilled labor.

D) a decrease in the employment of unskilled labor.

Hint: Think about what happens to the employment of unskilled labor when wages go down

9.
If skilled and unskilled labor are gross substitutes and if an influx of unskilled immigrants drives down the wages paid to unskilled workers, it will also

A) increase the wage of skilled workers.

B) decrease the wage of skilled Workers.**

C) either increase or decrease the wage of skilled workers.

D) cause no change in the wage of skilled workers.

10.
Studies using local labor markets as units of observation estimate that the effects of immigration on native-born wages and employment are ________. This could be because

A) minimal; internal migration by native-born workers is minimal.

B) large; immigrants and native-born workers are gross substitutes.

C) minimal; immigrants choose to locate in areas where demand is expanding,**

D) large; internal migration by native-born workers is large.

11.
As long as immigrants are paid their marginal product and pay more in taxes than they consume in government benefits, then an increase of immigrants will cause

A) average wages of workers to increase.

B) individual incomes of all workers to increase.

C) average wages of workers to stay the same.

D) aggregate income of natives to increase.**

12.
Most employees, being risk averse, prefer to be paid on the basis of 

A) time, because it decreases variation of wages. **

B) output, because it decreases variation of wages, 

C) output, because it increases variation of wages. 

D) time, because it increases variation of wages. 

13.
Free rider problems tend to be largest when

A) workers are paid by a piece-rate system.

B) workers are paid by group incentives.**

C) workers are paid on commission.

D) firms are very small.

14.
Efficiency wages are

A) designed to increase profits through reduced turnover and increased morale.**

B) thought to decrease unemployment.

C) not profit-maximizing for employers because they are paying more than the market wage.

D) the lowest wages at which a firm can hire workers.

15.
Underpayment followed by overpayment is most likely to

A) attract unskilled workers

B) attract risk-loving workers

C) attract present-oriented workers.

D) attract future-oriented workers who value payoffs in the future**

16.
Most employment contracts are

A) legally enforceable.

B) lengthy

C) incomplete and implicit.**

D) complete.

17. The workers who will prefer piece-rate pay will be

A) less present-oriented than average.

B) less motivated than average.

C) more risk-averse than average.

D) more productive than average.**

18. Workers usually are unwilling to accept a “rental” type contract where they get to keep the residual after paying off the employer because

A) it provides incentives for workers to put forth effort.

B) supervision is very expensive.

C) it puts the entire risk on workers and most workers are risk-averse.**

D) workers are income maximizers.

19. The advantage of a “rental” type contract is that ______ but  a drawback is that _______. 

A) it preserves the incentives to provide optimal effort; it places the entire risk on the employee**

B) it distorts the incentives to provide optimal effort; it does not place any risk on the employee

C) it maximizes pay-off to the employee; it does not involve any risk for the employee

D) it minimizes effort required of the employee; it places no risk on the employee

20. One advantage of a “share” type scheme over a “rental” scheme, especially if workers are risk-averse, is that

A) share requires no effort on the part of the employee

B) share involves no risk for the employee

C) under a sharing scheme the risk is shared between the employer and employee**

D) share involves no risk for the employer

The next five questions are each worth 2 points.

Questions (21) through (25) are based on the following graph which relates to international migration labor. Labor migrates from County A to Country B. Initially the wages are higher in country A and lower in country B. Initially there are OAL1 amounts of labor in Country and OBL1 amounts of labor in Country B. When migration is allowed an amount L1L2 of workers migrate from country B to A. After migration there are OAL2 workers in country A and OBL2 workers in country B. 








21. The total output produced by the migrating workers L1L2 in country B, prior to migration is given by

**A) L1HFL2
B) GFHJ

C) EFG

D) L1EFL2

22. The total output produced by the migrating workers L1L2 in country A after migration is given by

A) L1HFL2
B) GFHJ

C) EFG

D) L1EFL2**

23. The net increase in output due to this L1L2 amount of workers migrating from country B to country A is given by

A) HFJ

B) GFH

C) EFH**

D) GFJH

24. The net decrease in the wages of domestic workers working in country A prior to the migrating workers’ arrival is given by 

A) EFH

B) GFH

C) W1BEGW2B
D) W1AEGW2A**

25. The net increase in the wages of the L1L2 workers migrating from country B to country A is given by 

A) EFG

B) GFH

C) EFH

D) GFJH**
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