Prof. Dohan  102  Ownership, Allocation of Resources and Communism   Spring 2011
A In populist revolution the winery is taken over by the workers as a commune where all workers get an equal share of the total revenue (each gets paid the average revenue).   Any outside worker is allowed to enter this commune.

12.9 How many workers will end up working in this commune and what will be their wage? 2 pts. 


________# of workers 


________wage.   

12.10 Explain why the revolution did not improve the conditions of the workers in this winery. 2 pts

A new Popular Worker’s Management Board of “Senior Workers”, puzzled by the continued low wages, decides to throw all the new workers out and fire any of their co-workers whose marginal product is less than the average product.  Then and only then, will they divide up income equally among the remaining workers.

12.11 Explain why are they adopting this policy and what will happened to employment and wage?  (2 pts)

12.12 How many workers will end up working in this exclusive “Worker-Owned Winery” (WOW)  and what will be each member’s wage.(2 pts)


________# of workers 


________wage.   

WOW Management Board decides to hire new temporary workers who will only be paid the standard wage and who can not join the collective.  The member workers, however, take the total revenue, subtract out the wages paid to the “temporary workers”, divide by the number of “members” and  paid it out as “member worker’s income”. They want to maximize the “member worker’s income”.

12.13 How many total workers (“members” and “temporary” together) will end up working in this exclusive “Worker-Owned Winery” (WOW).(1 pts).


________# of workers 

12.14 How does this number of workers compare to your answer in question 12.1?.  Explain why. (1 pts)

12.15 Compared to the wages received by the members in problem 12.12 explain what will happen to the “member’s workers income” after they start hiring temporary workers and why.  .(1 pts)

 Because of political connections with the local governor,  WOW Management Board get the monopoly right to sell wine in their area.    

EC12.1 What is now the relationship between the marginal value product produce (MPP x Price) the workers and the marginal revenue product (MPP x MR).   Sketch a  graph to the right showing the relationship. (+3pt)

EC 12.2 Will WOW hire more or fewer workers? +3 pts

EC 12.3   And why? +3 pts
Problem C. Curves representing economic variables

Which of the curves best describe the following:  ½  point  each. (5 points total)

	
possible supply curve for labor
	
short-run demand curve for oil products

	
long-run supply curve for land in Manhattan
	
long-run demand curve for oil products

	
long-run supply curve for tomatoes
	
long-run demand curve for table salt

	
long-run supply curve for wine
	
long-run demand curve for Pizza Hut pizza

	
short-run supply curve for fish in the Fulton 
           fish market today
	
demand curve facing the individual farmer 
            selling corn






Marginal Revenue Product of Labor Hired by Le Bon Gout Vineyard when grapes are $1 per pound.
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