
1.01 The profit maximization requires MRP = Wage

labor MP P MAP

→
The firm should hire 5 Units of labor

2 72
3 8 96

05 input for maximizing profit.
4 6 72 72
5 4 48
6 2 24

1. b) The units of labor hired by this firm will decrease due
to lower demand of product , which is resulted from
low purchasing power of consumers .

2.0 ) Lerner's index =P -pMC = 1-10.2=0.8
2.b) HHI index = 502+202+302=3,800
2.C) New HHI index = 502+502--5,000



3.9) Market failure : state of disequilibrium occurs.

3. b) Externalities : a negative effect incurred to a third party

3.C) Moral hazard : the risk can exist in employer- employee relationship

3.d) Public goods : disaster warning system is non - rival row
and non - excludeMe

3.e) Market power : firms are price takers who can raise or maintain

the price of goods and service .


