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1) Prafit maximiting condition is MRE = mFC and sinte loth produtt mkt. and fackor mkd. ae the
perfect competition , the MRP < VMP Ciecause MPxmi = mPxP)  P=§10 | mpC - OTC - 48 .43 .y
S0, we Con find MRP by the equation MRP: MPxP. - '
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" Tn wder fo have MRP: ME = 4% firm should hire S units of labors to maximie their profit, #

W.L\ EConami(  Yecession er'mg CONSWMQrs | Perchasinq puwer donnward - produd‘s demand decvease. ( pmdud demand shitt leit)
Total labor mkt.

Product MKk}, Firm's Factor market.
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(D tody) \_/\\\ step ( MRfy ko MRY,)
When Qroduc’f demand snift et frodud rnce decrease € also MR dwease or shitt down bRCIUSE 'S '"fm competition ) . This makg firm demand

less labor Cfrom hho 1) | eftecting ’m’ral abor demand in this indwstry deoease from Diy to Dua . Then dereasing demand for labor cawses wage
decrease from Wy o Wo | \eading Yo an decrease in MFC Chrom MGy fo mFC2) | which makes Hm's labor demand increase from
|' 0 )2 . To conclude, ¥his recession makes firm hire less lasor from |y to 1, #

2.3) LP-mC = 1-01 :Q.% #
P 1
1H) WMIL: B3¢ <0 97+ (0.2) +(03) * 0.25+ 0.04 +0.09 - 0.3y #
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LO) WMI: G 30 ¢ (5t Coar Y = (0 5) + oSy 015 - 0.50

3.9) Adverie seledion | in order Yo maxiizg profl, fiem ¥ igh price To grevent many Claims from e
oh risk premium growp - This i5 tecawie fien don't have eir Customers information |, 50 price
\eeome 10 only tool for them.

3. 5) Externalities Cnegatve), becawie R lowd sound from the ovher yoom Tt Morpheus was hearing is
Oeate nrgalive &feck or st to Marphius. .

3.0) Nat 2 market faflire , bReawst This an work 2y e S\gna\mg o remedy Pt monl hatard
prodiem lappenning bebween e Smploytk and Te employer.

3.d) Pubhe qoods, carthouave  alarming System 5 inchudRd in public quods  whidh have no private fiom
would invest in This bapiness  WRRAWR 1T Gt give any profit Yo e firms,

Y R) Market power | the higher Starbucks' cotfee price could refledt an the \\‘\\\\ev Leyner' s indiex
(L - m) And ¥he more lerners index : The More markel pawer v has.



