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FINAL EXAM


The exam lasts 120 minutes and has two parts. The first part consists of short answer questions, which should not exceed half a page of text. The second part is composed of two issues for further development. The first part of the exam has a total of 50 points and the second 80 points.


First Part

1. Suppose that wages and health insurance are the unique features of jobs that are important for workers. Describe the relationship between the level of wages in a given job, depending on whether the job offers health insurance. What would happen to the salary structure if the government forced all businesses to provide health insurance to their workers?
2. Consider that workers differ in their productive capacities, but have the same discount rate. It is possible that workers with higher production capacity choose a lower level of education?
3. Describe, using an example, how the problem of omitted variables can cause the estimates obtained with the ordinary least squares to be higher than the true parameters.
4.  How does the existence of voluntary quits and layoffs improve labor market efficiency?
5. Discuss how an increasing earnings profile with age may induce workers to exercise a greater level of effort.
6. A fall in productivity necessarily leads to an increase in unemployment. True or false?

Second Part

A) 
Suppose the government proposes an increase of the unemployment benefit. What is the impact of this legislation on earnings and the unemployment rate of workers?

B) 
Compare two unemployed workers: one aged 25 and another aged 55. The two workers have the same qualifications and face the same distribution of wage offers. Suppose also that the two workers have the same search costs. Which workers will have a higher reservation wage? What can we conclude about the differences in unemployment rates for each group of workers.
