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Click to 
watch! 

http://www.huffingtonpost.ca/2016/11/02/rick-mercer-trudeauversary-rant_n_12772216.html
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Agenda 
 The Demand for Labour. 
 MRPL. 
 Factors that shift the labour demand curve. 
 Supply of labour. 
 Factors that shift the labour supply curve. 
 Wage determination. 
 Human capital. 
 Workforce trends. 
 Labour Unions. 

 

Simulation! 
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The Demand for Labour 
 Direct Demand:  Demand determined 

directly by consumers and their money. 
 Customers demand the new Google Pixel  

 Derived Demand:  Demand that is 
dependent on consumer demand for 
the good or service.   
 The Blackberry company demands labour (workers) to 

build their  products. 

 Demand for labour dependent on: 
 Demand for product. 
 Productivity of workers. 
 Wage rates. 
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And layoffs for 

workers if the 

down time persists! 



MRPL 
Marginal Revenue Product of Labour 

 Amount of additional revenue that is generated 
from an additional unit of labour. 

 Adding additional workers creates additional 
output, but at a decreasing rate.   
 They trip on each other and less skilled workers are hired. 

 Companies will keep adding workers as long as their 
MRPL is greater than the wage rate. 

 As the price of labour goes up, the quantity 
demanded by the firm decreases.  See pg 173, figure 8.3. 
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Factors that shift the labour demand curve. 
Part 1… 

 1. A change in the Demand for the product made 
by the labour (derived demand). 
 New RAV4 is FANTASTIC!   
 I need more workers to make it! 
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Factors that shift the labour demand curve.Part 2 

 2. A change in the price of other productive resources.   
 EG:  Let’s pretend that a conveyor belt pizza oven becomes 

more expensive.  This will make the Demand for labour 
increase.  (Capital is usually deemed a substitute for labour). 
 Expensive conveyor belt oven = NO! 

 Cheap labour = Yes! 
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 EG: If the price of raw materials (eg pepperoni) increases, the 
demand for labour will see a decrease and vice versa. (Raw materials 
can be considered complementary to labour).   
 The cost of my inputs goes up, I have to save money somewhere—labour 

is a target. 
  “Hey everybody, the pepperoni just went up, I gotta save some dough!  I gotta let someone go.  The rest of you have to work harder!  Otherwise I’m out of business!” 

 3. A change in worker productivity.  As skill increases, so 
does the Demand for this labour.  This because their 
MRPL increases.   

Substitute 
Price 

Complement 
Price 

Demand 
for labour 

Demand 
for labour 



Supply of Labour 
 As wage rates go up, more 

people are willing to offer 
their services.   
 (Don’t you dare write this down!) 

 Other factors that influence 
the supply of labour: 
 Skills needed.  See figure 8.8 on 

page 176. 

 Location. 

 Unpleasant, distasteful, or 
dangerous jobs. 
 These jobs have supply curves that 

are generally further to the left than 
other jobs. 

 

Text page 173   
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Factors that shift the labour Supply curve 

 A shift right will occur if: 
 The population grows. 

 More household technology is 
introduced making home life 
easier to manage.  Free to work. 

 Income taxes are lowered.  
People are willing to work for 
the higher net pay. 

 More women work outside the 
home.   
 1901 = 15% 

 1976 = 42% 

 2009 =  

 The curve has shifted leftwards 
as child labour is eliminated. 

 

 

 

Text page 174   
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Wage Determination 
 Please see page 175 and charts on 176. 

 Wage rate is not the only factor in 
determining S and D: 

 Length of vacation. 

 Hours of work. 

 Working conditions. 

 Fringe benefits. 
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Human Capital 
 Knowledge, skills, and talents 

that workers have, either 
through education or by 
nature. 
 Education = an investment in 

human capital. 
 Companies get involved: 

 On-the-job training, in-service 
training, support of employee 
education outside the firm. 

 Governments get involved: 
 Subsidized public education, 

job-training… 
 Some detest the term 
    ‘human capital’.  

Text page 177   

15 



Workforce trends 
 Page 178-179. 

 Please enjoy reading this on your own. 
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Labour Unions 
 Definition:  Organization of workers 

that collectively promote the interests 
of its members and negotiates with 
their employers. 

33% of workers in Canada. 

 Three types: 
 Trade (craft) unions. Electrical workers. 

 Industrial. CAW 

 Public Sector:  
 Public Service Alliance of Canada 

 Canadian Union of Public Employees. 

Text page 180   

17 



Unions 
 1943 the law set strike 

rules and forced 
management to negotiate 
‘in good faith’. 

 Collective Bargaining: 
 Wages and working 

conditions. 

 Leads to ‘Collective 
Agreement’ (1-3 years). 

 Key concepts: 
 COLA. (Cost of Living Allowance) 

 Union dues/1945 Rand 
Formula (Ford Motor). 

 Closed shop. 
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Strike. 
 If negotiations break down: 

 Conciliation or mediation. 

 Voluntary arbitration. 

 Compulsory arbitration. 

 Work-to-rule/rotating strike/boycott. 

 Strike/Lockout. 

 Costs high for all including consumers. 

 Effect on related industries. 

 96% settle. 
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Impact 
of 
Unions 
 Wage rates & 

Demand for labour. 

 Working conditions. 

 Arbitrary dismissal. 

 Working conditions. 

 Training. 
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Collective Bargaining Simulation 

 Page 182, 183, 184. 

 Three teams. 

 4 vs 4 

 Balance of class observe. 

 Ignore the case questions. 

 Let’s make groups on the next slide. 
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Management Team 1 Union Team 1 

Nicole  Laird  

Anna Megan 

Ana Hanne 

Tanysha  kira 

Management Team 2 Union Team 2 

Justin  ethan 

Het  Nolan  

Owen  jordan 

Marlee vanessa 

Management  Team 3 Union Team 3 
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