Solutions to SELECTED End of Chapter Exercises
 20.1
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b.
If labor market is perfectly competitive, then
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c.  
VMPL = MEIL
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20.3
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20.5 The firm that behaves as a monopolist in its output market will employ fewer units of labor than will the firm behaving as a perfect competitor.  This result follows because a profit maximizing monopolist restricts its production compared to the perfectly competitive level.  Accordingly, the monopolist uses less labor in its production process.

20.7
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b.
Elasticity of Substitution (ợ) is
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This value indicates that, if there is a change in the input price ratio, 
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 used in the production process.  Further, this response will be in the same direction as the change in the input price ratio.
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