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a. ) Explain the difference between micro and macro definitions of labor supply. 
(03 Marks) 

b. ) Highlight the theoretical reasons for the "backward bend" of individual labor supply curve. 
(05 Marks) 

c. ) Explain how each of the followings would affect the aggregate labor supply of Sri Lanka. 
a. ) Ageing Population. 
b. ) Mass return of female migrant workers from the Middle East. 
c. ) Increase of healthy life expectancy in Sri Lankans. 
d. ) 10% reduction of university intake. 

(03 Marks for each) 

2.) 
a. ) Explain the concept of "derived demand". 

(03 Marks) 
b. ) Why is that the derived demand concept not appropriate in describing the labor demand of 

developing countries? 
(05 Marks) 

c. ) Explain each of the following theoretical relationships. 
a. ) Relationship between increasing inflation and aggregate labor demand. 
b. ) Relationship between increasing inflation and demand for labor by a firm operating under 

a perfectly competitive market. 
c. ) In an economy with 2 commodities X I and X2, increase of a price of commodity X I on 

the demand for labor in industry X2. 
d. ) Removal of tariff for import of potatoes and demand for labor by potato farmers. 

(03 Marks for each) 
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3. 

a. 

b. ) 

c. ) 

4. 
a.) 

5. 
a. ) 

b. ) 

d. 

a. ) 

b. l 

State the assumptions required for equalizing equilibrium wage rates in the neo-classical labor 
market model. 

(04 Marks) 
Describe theories of equalizing differences and non-competing groups for persistence of 
wage differences in the long run. 

(06 Marks) 
Using the equilibrium model of labor market, explain the persistence of massive unexploited 
working age population and importing labor from abroad in the same economy. 

(10 Marks) 

Describe the differences and similarities between "segregation" and "discrimination". 
(03 Marks) 

Using Becker's theory of discrimination explain how discrimination persists in a free market 
system. 

(05 Marks) 
Empirical research studies have found that wage discrimination to remain influential in 
determining the male-female wage gap in Sri Lanka even after 70 years of implementing 
free-education policy and 40 years of implementing liberal market policies. Explain this 
statement. 

(12 Marks) 

Describe key features of working poor. 
(03 Marks) 

What are the remedies prescribed by economist to overcome the problem of working poor? 
(05 Marks) 

Creating jobs will not be a sufficient solution for the labor market problems in developing 
countries. Do you agree with this statement? Give reasons for your decision. 

(06 Marks) 
Describe the 3 major labor market problems in developing countries. 

(06 Marks) 

Briefly explain the strategies that unions can use to get higher wage. 
(05 Marks) 

Strikes can occur due to asymmetric information in the labor market. Do you agree with this 
statement? Explain your answer. 

(07 Marks) 
In the Sri Lankan labour market unions in the health sector have more bargaining power than 
unions in the education sector? Critically evaluate this statement using the theory you learnt 
related to bargaining power. 

(08 Marks) 
= (+) = 
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