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which is the labor contract
-

that fix wage mean the real wageH ¥
you,

,
that firm pay for labor is decrease

,
so firm hire more La

.

When firm hire more L
,
the total product is 9 that

mean 49
.
The relation is pinning boreal wage ,

→ v9 → TP9yYq positive relationship .



" "" "" "" " """" "" "" "

it can adjust and not sticky when print

follow so real
wage

is unchanye when real

wage is unohange → output still same that
mean Y is un change . In . long run : As Phi Ystag

> y
the same due to total product

,
real wage i , vnohnnye



Recessionary gap

both fiscal: increases , decrease T

Monetary : increaseM

Economy started at LRE elSRAS

suppose a negative AD shock that make AD shift lefteconomy moves to SRE ; ez+
"
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ate
, nomina , wage , , ,, ,y ,, + price ,,, , .me.

Thus
,
real

nage increases
. It costs more to hire labour

.

so firms will hire less labour and output will falltoy
,

Y In LR wages are flexible
, so firms will ask labourto lower their nominal wagesLower nominal

wages means lower costof
productionfor firms

Thus firm produces more Which make SRAS shift
rightNow the economy return to LRE at eg



srasi Temporary positive AD shock
"

y÷ shift SRAS to the right
Afterward the shock disappear
and the SRAS more back to

AD its original position .

decrease in birthrate
, increasing in mortality rate
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It will shift LRAS leftward and shift SRAS upward.

So the
economy return to CREez with output

permanently kwerdinfqy.o.pe.man.nyyg.gg
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Mr that make Msr follow then the interest rate decrease 6m

,
when i h that make It

so AET finally output increase 1491 Is- LM
,
Due to id from mm that make LM shift rightthen 49

• • Due to LM shift right but P still constant
,
so AD shift right SRE at E

'

In short run wage is sticky that mean firm
pay wage at but PM

to P
' that mean real wage f-all firm hire more labor from Yptoy

'

At E ' output is over YFCY
'

> Yes that inflation gap occurred at E '

• In long run wage is flexible that make firm need to pay higher
than SR when win the production cost is higher so firm lay off
some labor and output are slowly decrease from Y' to YF i inflation gapwhen labor decrease mean SRAS slowly shift left E
Pt top 2
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P AD -As In a positive shock
,
both 01hr15 and SRAS shift right because of

FRAS LRAS
/

g Rag
discovering -

very large resource 's tha 't is permanent AS shock
.

Even SRAS is shifted
,
it remains in short run equilibrium

.

g Rpg
, The cost of living is

high
,
so workers ask for

more income
.
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cos't of production will increase causes the decreasing in
output
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To reducing unemployment rate , AD carve will shift right that has increasing price level or
cost of living and high inflationary gap . From increasing in output, it means LM curve
shift right ( Lmocm

'

] and there's adecren.in
, in interest rare .MS will shift right (BoM

,]that was low interest rate and high quantity ofmoney
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Let say government increase spending ( expansionary fiscal policy)

that shift Is curve due to 69 also ADshift iight due to 69

In short - run , At SRE , Price level are increase due to fit wage
firm can produce more withe lower cost of production
that make YA At Éz

,
interest rate is higher that reduce

investment adit so
, Yat Y

'

but for the overview outputis increase

In long term when pq that affected to M which Mp
so LM shift left that cause higher interest rate
2nd out put decrease

Also long run wage is flexible , as Pr wage also

increase that cause production cost increase too which make

SRAS shift left when SRAS shift left to LRE
, outputdecrease

to Y
,
but p is increase


