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Demand for labour
Marginal Revenue Product
Productivity

Supply of Labour

* The factors influencing wage
differentials



* The market for a factor
of production - [abour

« Refers fo the demand
for l[albour — by
employers and the
supply of labour
(provided by poten
employees)

« Demand for labouris a
derived demand - nof
wanted for ifs own sake
but for what it can
contribute to
production




D ma d for L bour

» Influenced by:

o Cost of hiring labour
o Wages/salaries
= ) o National Insurance
Yy  contributions .
g O PP NSIoN contributions

o Administration costs ossocm’red
with fax payments and
adhering to employment laws

d regulations




Margimal Revenue Produc

MRP = MPP x P
MPP = Marginal Physical

Prod@ |
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Wage Rate (£ per week)
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Quantity of labour employed



Productivity

}c&rsure of output per person per time
d
o

| Total Output
Product|V|ty = mmmmmmmmmmmmmmmmoee-
Quantity of Fact




upply ot Labour

* The amount of people offering their
labour at different wage rates.




o Size and sfructure of the populationfg
— age, gender, etc. -

o Skill levels required

o Education and training
* Number in higher education
» School leaving age

« Qualifiggtign types
O Fash|on Q

® G")o'l‘("" ity gost of 'work INCO
and substituploR effects
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OTHER FACTORS INFLUENCING

WAGE DIFFERENTIALS:

4 o Status attached to the job

5”. :Vg " Re Discrimination VL
‘ o Race ,

o Gender
l l l. o Monopsony — a dominant
buyer 1n the market

$1,000 $837 $850

o Sector — public or private

o Trade Union power or
influence

ehet Y f»a@ Risk or danger involved—

A
|l i Hwieisecial or unsocial hou(
230 Shift patterns |

o Productivity w
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