
AP Microeconomics Factor Markets Practice Problems  Name __________________ 
       
1.  We say that the demand for any resource is a "derived demand" because: 
 a.  labor is a necessary input in the production of every good or service. 
 b. we demand the product which resource helps produce  

c. the forces of supply and demand do not apply directly to resource markets. 
 d. all resources are  hired in accordance with the MRP = MRC rule. 
 
 2.  Marginal revenue product measures the: 

a.  amount by which the extra production of one more worker increases a firm's total  revenue. 
b.  decline in product price, which a firm must accept in order to sell the extra output of one more 
worker. 
c.  increase in total resource cost, which results from the hire of one extra unit of a resource. 
d.  increase in total revenue, which results from the production of one more unit of a product. 

 
3.  Marginal product is: 
 a. the output of the least skilled worker. 
 b. the amount an additional worker adds to the firm's total output. 
 c.  a worker's output multiplied by the price at which each unit can be sold. 
 d.  the amount any given worker contributes to the firm's total revenue. 
 e.  total product divided by the number of workers. 
 
4.  A firm will find it profitable to hire workers up to the point at which their: 
a. marginal resource cost equals their wage rate.        b.  wage rate equals product price. 
c.  MP is equal to their MRP         d.  MRC is equal to their MRP. 
 
5. Marginal resource cost refers to the:  

a. increase in total revenue resulting from the sale of the extra output of one more worker.  
b. price at which additional units of a resource can be hired in an imperfectly competitive 

resource market.  
c. increase in total cost resulting from the production of one more unit of output.  
d. amount by which a firm's total resource cost increases as the result of hiring one more unit of 

the resource.  
 
6. In a purely competitive industry, a decrease in a firm’s MRP could result from: 

a. a decrease in the demand for the product the resource produces 
b. a decrease in the price of the economic resource 
c. a decrease in the supply of the resource 
d. an increase in the marginal productivity of the resource 

 
7.  The real wage will rise if the nominal wage: 

a.   falls by more than does the general price level 
a. increases at the same rate as does labor productivity 
b. increases by more than does the general price level 
c. falls by more than does the general price level 



Use this data to answer the 2 next questions, 
Q L       MPL  MRPL  QC         MPC           MRPC                                
1 15  $45  1  8 $24 
2 12    36  2  6  18 
3  9   27  3  5  15 
4  6   18  4  4 12 
5  3    9  5  3 9 
6  1    3  6  2  6  

 
8. If the prices of labor and capital are $18 and $15 respectively, the firm will hire what inputs to arrive at 
the profit maximization level of output: 
a. 5 units of labor and 3 units of capital  b. 3 units of labor and 4 units of capital 
c. 4 units of labor and 3 units of capital  d. 4 units of labor and 4 units of capital 
e. None of these 
 
9. The firm’s total output at profit maximization will be 

d.  a. 38  b. 27  c. 61  d. 64  e. 30 
 
10. The profit maximizing and the least cost combination of inputs are 

a. the result of unrelated decisions 
b. always identical 
c. such that the minimization of costs always entails  profit maximization. 
d. such that the maximization of profits always entails the least cost combination of resources  

 
11. If the price of a product produced in a competitive market increases, which of the following is most 
likely to occur in the labor market for workers who produce the product? 

a. the demand for labor and the number of workers hired both increase 
b. the supply of labor and the numbers of workers hired both increase 
c. the demand for labor and the number of workers hired both decrease 
d. the supply of labor and the number of workers hired both decrease 
e. there is movement along the demand for labor curve and firms hire more workers. 

 
12. A characteristic of a purely competitive labor market would be: 
a. “price maker” behavior by firms  b. “wage taker” behavior by workers 
c.  a few firms competing for workers d.   significant differences in skill levels 
e. “wage” search behavior by firms 
 
Refer to the following: HINT: Compute MRP! 
     

Quantity of 
Labor 

Total 
Product 

Total 
Revenue 

1 14 28 
2 18 36 
3 21 42 
4 23 46 
5 24 48 

 

13. If the market wage rate is $8, this firm will 
employ  
a. 1 worker.  
b. 2 workers.  
c. 3 workers.  
d. 4 workers.  



14. Which is an example of a change in product demand that increases demand for labor? 
a. Access to computers increases the productivity of mail order businesses thus increasing 

demand for their workers. 
b. Tourism increases in popularity, increasing the demand or workers at tourist resorts. 
c. A decrease in the price of trucks decreases the cost of transporting goods, thus increasing the 

demand for truckers 
d. A change in work rules increases output per worker in the auto industry, thus increasing the 

demand for autoworkers. 
 
15. A technological improvement that causes an increase in the marginal product of a resource will: 

a. decrease the demand for the resource 
b. increase the marginal revenue product 
c. decrease the marginal revenue product 
d. increase the marginal resource cost 

 
16. The demand for a resource will increase if the 

a. price of the resource increases    
b.  quantity of the resource decreases 
c. price of the product the resource is producing increases 
d. price of the product the resource is producing decreases 

 
17.  Which will not be a determinant of price elasticity of demand for a resource? 

a. the price of the resource 
b. the availability of substitute resources 
c. the elasticity of demand for the product that the resource produces 
d. the cost of the resource as a proportion of the 

total resource cost 
 

18. The producer illustrated here 
a. is a monopsonist since MR=P for 

each unit sold 
b. is a pure competitor in the product 

market since it must pay each 
worker W* 

c. is a monosponist in the product 
market since it has control over the 
wage rate 

d. hires labor in a competitive market 
since it must pay W*, the market 
wage rate. 
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