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Lats doesn't depend on price because
wage is flexible

,
it will adjust to dear

y
labor market in long run .
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By correcting the recessionary gap , govt . Can use expansionary fiscal

& monetary policy e.g. raise⑦
, cut -1, lower i

0 Laar as firm hires less labor → YU
Asi → firm negotiates to have large wageW} P} • LAE

wzpz • she → firm hires more labor → produce more
Wi Pi • LAE ' AD

→ SAAS shifts to 591-52
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at e3 is the new LAE

→ good weather for harvestmen
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As The SAAS curve will shift rightward due to the

• SAE higher output
,
but it is temporary effect

.
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When time passes
,
it will go back to normal

.

→ permanent increasing of death rate

✗ LAAS
'

Haras' spas will shift leftward to the SAE, but

h.ae?'E As it is a permanent problem causes the

ao
problem in long run , so the LAAS curve

y will shift leftward as well
, creates new LAE

.



Yes, because in the long run
,
the output turns back to equilibrium

due to the flex bility.

education
Quantity & Quality of top → supply side

[
infrastructure

p Laar share when aggregate demand is higher,
Saar , it will reach point ① where is②V30 } •

q⑦
short run equilibrium

, theWz Dz
w, p, employment is low unemployment

Aoz rate but the price level is high ,
A- Oyl hence

, inflation .

In short run the wage is sticky due to labor contract as time
pass , with higher cost of living , labor will ask for more wage

,the firm will reduce production , hence less aggregate supply.
Therefore

,
it will reach② which is new long run equilibrium

.

so , there is no inflation and trade-off is no longer exist
.
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When govt . Use expansionary fiscal policy, the is
curve will shift rightward and AD curve shifts rightward
as well, reach TAE . In the long run , with higher cost of living,the wage will be increased the production will be decreased

.

so the spas shifts leftward toward new LAE with higherprice . It will affect money supply in money market , theMs curve shifts leftward
, make the LM curve shift

rightward in long run .


