Own-Price Elasticity of Labour Demanck:
A Case study of Danish Steel Works, Ltd.

Mr. Kent Busk

A Thesis Submitted in Partial Fulfillment of the Requirements
for the Degree of Masters of Arts in Business and Managerial Economics

Department of Economics
Graduate School
Chulalongkom University
Academic Year 1999
ISBN: 974-332-950-1

1 Jkt>40



Thesis Title : Own-Price Elasticity of Labour Demand:
A Case Study of Danish Steel Works, Ltd.

By  Kent Busk
Program - Master of Arts in Business and Managerial Economics
Thesis Advisor : Assist. Prof, Jittapatr Kruavan, PhD.

Accepted by the Graduate School, Chulalongkom University, in Partial Fulfilment of the
Requirements for the Master of Arts in Business and Managerial Economics

.......... Dean of Graduate School
(Assoc. Prof. Suchada Kiranandana, Ph.D.)

Thesis Committee;

........... Chairman
(Assoc. Prof. Sumalee Pitayanon, PhD.)

' THESIS Advisor
(Assist. Prof. Jittapatr Kruavan, Ph D.)

WA~~I1-....... Thesis Co-advisor
(Assoc. Prof. Prachark Sakuntalaksna, Ph D.)

...... Member
(Assoc. Prof. Chalaipom Amonvatana, Ph D.)

i L U»//

[V /AL

(Assist. Prof. Nualnoi Treerat, Ph D.)

421430

Member



## 5721029  :Major BUSINESS AND MANAGERIAL ECONOMICS
KEY WORD ELASTICITY / OWNPRICE / LABOUR DEMAND / DANISH

KENT BUSK OWN-PRICE ELASTICITY OF LABOUR
DEMAND: A CASE STUDY OF DANISH STEEL WORKS, LTD
THESIS ADVISOR: ASSIST PROF. JITTAPATR KRUAVAN
Ph D THESIS CO-ADVISOR: ASSOC. PROF PRACHARK
SAKUNTALAKSNA, PhD 111 pp ISBN 974-332-950-1

N This paper attempts to build a model explaining the long run own-price
elasticity of demand for labour-hours at the Danish Steelworks, Ltd. The model is
constrained to conceive the firm as isolated from the rest of the steelworks industry.

The theoretical mathematical foundation explaining labour supply,
|labour demand, and the firms res?or)sweness to factor price changes Is built. Next, the
study proceeds with a static analysis where the Cobb-Douglas production function’s
parameters are estimated, under the assumptions of homogeneous labour-hours and
Froductlon output. Last, the estimates of the firm’s re3ﬂon5|veness to increase in
labour-hours cost concerning employment of labour-hours are given and its
implications are discussed

_ The study finds that an increase in cost of labour-hours will force the

firm to expand output, ‘and_hence, reduce the degree of the substitution away from
labour-hours. This interesting result is explained under the assumption that the
prtoducttlon flunctlon is homogeneous and that the firm is operating on an increasing
return to scale.
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