Educational Inputs
ADVANCE \D 6.0Parts Taken From Wilson and Darr

ADVANCE \D 6.0The figure below shows education levels as isoquants.  The inputs are teachers (expressed in hundreds) with contracts during a budget cycle and a non-teaching input (such as teaching assistants, blackboards, chalk, paper, or computers) that can vary during the budget cycle.  We might imagine that all non-teaching inputs are aggregated into one input for the following analysis, because only a limited number of inputs can be shown graphically.  The equilibrium situation is a school board's hiring and purchasing decision that maximizes the amount of education that occurs for a fixed level of expenditures during a given budget cycle.  
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ADVANCE \D 6.01.
Suppose during the budget cycle, where total expenditures are fixed, teachers demand and receive a pay raise to commence with the next school year or budget cycle.  Indicate on the diagram on the right and then describe the impact on the number of teachers hired, the number of non-teaching inputs required, and the overall level of education that will result from the new input combination during the next school year.  Do the results seem reasonable, given the new cost of teachers?  Explain.

ADVANCE \D 6.0
Assume the budget level does not change.
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2.
Suppose the pay raise is effective immediately.  Again total budget expenditures and number of students are fixed.  In addition, the board wants to maintain the current student teacher ratio.  This decision pleases the teachers, because teachers rarely enter or leave the system once the year begins.  Indicate on the diagram and describe the impact on the number of teachers hired, the number of non-teaching inputs required (these may vary during the budget cycle), and the overall level of education that will result from the new input combination during the current school year.  Discuss the optimality of this situation.
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3.
Locate the expansion path on the diagram above.  If real education expenditures and education levels grow over the next few years, describe the direction of bias in input selection.

