
① a) revenue

"

120 -

96 -

72 -

-

48 -

q•
Wi MFC

-

µ,
29 - /

I
-

,

0 i ; : I ↓
it

since product market is perfectly competitive ( FMR) ,
MRP -

- MPXMR impxp

MRP = marginal revenue produce
MFC : wage factor cost

i optimal units of labour to maximise profit is when MKP = MFC
, marginal benefit i marginal cost
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① b) Lower
consumer 's purchasing power shifts MRP curve downwards as demand and price drop

in the product market Firm demands less labour so Di shifts left and wage drops .
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This results in less units at labour hired by this firm 1h → 4) .
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0.52+0.22-10.32 i 0.38 #

C) H = 0.52+0.52--0.5 #



③

a) Market failure - The price of sin goods may add the cost of externalities too
.

b) Not a market failure - not related to what we have studied

c) Moral Havard - full benefits was something both parties mutual but after contract were signed , employer

doesn't follow the agreement

d) Public goods . it's something that should be provided by the government as it is non - exdudable
+ non - rivalry

e) Market power -
as Starbucks reputation + brand image is a luxury goods and has a larger market share

internationally


