
Unit 5 (Ch. 12 & 13) Test Review

Terms

allocation of resources

the big trade-off: efficiency v. equity

capital markets

demand and supply for capital


population growth


technological change


income change

derived demand
factor distribution of income
factors of production (labor, capital, land, & entrepreneurship)
labor markets


supply of labor


demand for labor


wage rates



reservation wage



substitution effect



income effect

Lorenz curve


distribution of wealth & income in the U.S.


line of equality
market efficiency v. inefficiency
marginal product of labor (MPL)

marginal revenue product (MRP = MP x MR)
optimal time allcoation
profit maximization
property rights

skill differentials
time allocation (work v. leisure)

union-nonunion wage differentials
utility possibility frontier

Value of the Marginal Product of Labor (VMPL = MPL * P)
wages and wage disparities (differentials)

efficiency wage
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Economic Rent and Opportunity Cost
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Equilibrium in a Resource Market
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(a) A Corn Producer Hires More Workers
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