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Firm will maximize profit when MRP -_ MFC

- MRP -_ MP ✗ MR → in perfectly competitive market MRP=VMP→vMP=MP✗P
' MFC = Wage
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i : Dz " Reduce in purchasing power make demand in economy drop ID,→DzH_hen price will drop
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← ( P,→Pz ) causing MRP shift downward (MRP, > MRPzl.sc the firm demand less labor 11,421 .
Total labor demand drop ( Du→DL2 ) cause wagetodecreasecw,→wz ) , leading to the
decrease in MFC ( MFC, → MFCZ )



Lerner 's index : L =p - MC
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Not a market failure

The market is doing what it is suppose to do . When the supply is tight relative to
the demand

,
so the price has to risen .

In order to restrain the demand and value

the supply .

Externalities → Negative Externality
There is a negative effect cloud noise I incurred to a third - party 1 Morpheus 1

Moral hazard

It is a situation when behavior changes after a contract is signed since another
party can 't keeps monitoring .

Employer

} contract > Trinity will receive full - benefit
Trinity receive salary after works for 3 months

every month

Adverse selection

Public Goods

There is no earthquake alarming system in Chiang Mai since no private firm would

invest in any public goods because they can't return any profit .

Market power
Starbucks has more market power than Amazon , so Starbucks can sell coffee
at the higher price .


