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Product market pricing:
Bilateral monopoly:emples created when firm

& costume maid

-

Need to assume a nice nam:P=p"(, )
-Bargained price -> flexible to be dono

respend to AD/As shody

->no fluctuations in stac
over business cycle.

-Rigid price -> moves in direction of bargained
price but by lesses a mount

-> comparative datics are

same as fixed price

-In simplicity: assume fied price $C0.
Laba market pricing:
-Bilateral monopoly,simples neated when him

& jobapplicant meet.

-Need to assume a

wage man
to determine

mominal
wage:
10 = ~on (ea, 8)

-Bargained wage -HighlresO do,
noma

supply shocks.

-Rigid wage wagemovesindredinis



lose quantily
->same comparative statics

as a) fixed wage

~Assume a fixed manial wage ur > 0.


