1.0)  Profil moxizakion : MRP = MF(
In perfectly compekitive warket  MR=P and MFC =W

So, MRP= W
P=12 s W™ 49 ﬁ\,u\e\fflr ﬂ_cos*
Unit of labor Marginal product of labor P MRP Waog e
2 12 12 44 4%
3 8 12 96 44
4 6 12 12 49
5 4 12 42 49
6 2 12 14 4%
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* Whey there 1s a sudden economic recession drivin& consumer s’ Fuycbasfhj
pwer downward , the demand in the product marker shifts to the lest s de relsng
price and q{\mnjﬂ'i\é- The decrease in price veflects to MR thot also goes down . Lower MR
reduces MRP from MRP, o MRP, 1bulr now MFC doesn’} chan&e,.nue new %ayw‘lrbrium of labor
that this Firm hives ohifts From 1y +o . Every single Firm demands less labor . S0, labor demand
in the labor warket shifts from Dy, bo Dy,. Decreasing demand For labor wil drive the wage
downward From W, Fo W, ,Omd also decrense the eqlu\'m)riuw\ number of labor from L, to Lz
in e \abor market.So, the wnils of \abor hived b\i bis Firm will decrease from Iy o l,.



2.a) lerner’s index = P-MC

- 1-02 - 0.% %80/

°, CDMFW“QA has Lu%\\/\ mar ket power

2b) A-50 ,D-20 ,T:30
HHT index = (50)° + (20)" + (30Y * 3,%00
2.0) Dand T decide }o merge their Com pany .
D+T = 20+30 =50 A
new HHI index =(50)° +(s0)" = 5,000

o The mew HHI index is higher than the old HHI index  which means
Phat it has less COm?eM-ion or \\i%»\ concendvated mavkd’.

3.a) Market power

3.b) Externalities

3.0) Mora| hazavd

3.4) Public goods

3.¢) Not & mavke} Failuve



