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Marginal Revenue Product - The additional revenue generated as a result of utilizing 1 more unit of a variable resource. (2 Ways to Calculate: Total Revenue Method Or Marginal Product Method)

Marginal Resource Cost - the additional cost a firm incurs by hiring one more unit of a resource, such as labor

The Demand for Resources - the demand for resources is derived demand

Optimal Resource Utilization- when a firm produces at the point where the marginal revenue product (MRP) of a resource equals its marginal cost (MC), which in turn maximizes profit

Determinants of Demand- Examples for resource demand: 1. The demand for the good or service that the resource uses during production. 2. Overall productivity of the firm. 3. The price of another resource (Substitute/complement)

Derived Demand - A type of demand specific to resources that occurs as a result of the demand for the goods and services produced by those resources.

Substitute Resources - Resources that are viewed as replacements for one another.

Complements - Resources that are used with one another. EG: Hotdogs and ketchup
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Key provided on the following page
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Remember!!! The opposite holds true for both of the following![image: ]
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Factors that cause change in the labor supply: Demographic trends, immigration laws, education and training, unions and leisure time.[image: ]
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Price of a Substitute Increases

Substitute-Resource Resource
Price Demand
Increases Increases

Other replacement resources are
more expensive.
Switch to this resource!
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Price of a Complement Increases

Complementary-Resource Resource
Price Demand
Increases Decreases

Other resources used with this
resource are more expensive.
Switch away from this resource!

© 2016 by McGraw-Hill Education a3




image4.png




image2.png
Classwork Example

* D-Lux-Suds—Car Wash-Charges $5 per
wash.

* Labor Productivity given by Table below (fill in

* If Wage is $12/hr—how many Workers hire?

+ Immigration—wage falls to $10/hr—how
many Workers hire?
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Marginal Product Method
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Labor (MP)

times
Price of Product (P)

9
o Mwmw"_ ’




