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1. In economics marginal cost is the cost of producing one unit of a good, basically, it includes any additional input required to produce the next unit. Short-run marginal cost refers to the amount it cost to produce one new unit in the cheapest way possible. The short-run marginal cost curve for a typical firm increases due to the law of diminishing returns. Assuming that in the short run firm size, production techniques and technology remain constant, excessive addition of inputs beyond a certain limit will result in production inefficiency. For example, hiring an additional number of workers and maintaining tools, equipment and other inputs at a constant level will result into increase in marginal cost due to increased production inefficiency. This is because the production size remained constant while the numbers of laborers were increased leading increase in wages paid hence increases in the marginal cost.
2. Price elasticity of demand is the relative change in quantity demanded due to a change in price. It gives the percentage change in quantity demanded in response to a one percent change in price. This means the market price and quantity supplied is directly related thus increase in quantity supplied result to increase in price. They both move in the same direction. The profit-maximizing monopolist will avoid price-quantity combinations in the inelastic portion of the demand curve and prefer some price-quantity combination in the elastic portion. In the inelastic range of the demand curve, marginal revenue is negative. In this range, a drop in price will result in a drop in total revenue. It will also increase total costs, and thus decrease profits. To increase profits monopoly will raise the price and operate in the upper half of the demand curve where the price is elastic this will increase revenue and lower total cost. This means only a few units will be produced and sold at higher prices. Increase in revenue and a decrease in total cost results in higher profits. 
3. A monopolistic competitor’s demand curve is more elastic than a pure monopolist’s because the monopolistic competitor has several competitors and close substitutes, while the monopolist has no competitors. This simply means in response to a change in price change in demand is higher. In a monopolistic competitive market, goods have close substitutes while in monopoly market goods do not have close substitutes. Monopolistic competitor’s demand curve is less elastic than a pure competitor’s because there are fewer rivals and its products are differentiated, so there aren’t perfect substitutes. This simply means the firm can only sell more output by decreasing the prices it charges per commodity. The main factors that affect the price elasticity of demand for a monopolistic competitor are the number of rivals and the amount of product differentiation. If the number of rivals is large, the elasticity for the product increases. If the amount of differentiation is large, then the elasticity decreases and vice versa.
4. Negative externalities are a cost that is incurred by the third party as a result of an economic transaction. In any transaction, the producer and consumer are the first and second parties, and the third party includes any property owner, organization or an individual that is indirectly affected. Externalities mostly occur where property rights are not allocated. For example, oceans are not private property to anyone thus ships may pollute the sea without the fear of being taken to court, on the other hand, positive externalities refer to benefits enjoyed by the third party as a result of any economic transaction. Most merit goods generate positive consumption externalities that beneficiaries do not pay for.  For example in the healthcare sector, the treatment of contagious diseases provides considerable benefits to others who do not pay for the service. A negative externality increases the social cost of economic activity meaning the supply curve will curve farther to the left, indicating a higher social price at every quantity. On the hand, a positive externality increases the social benefit of an economic activity meaning the demand curve would lie farther to the left indicating a lower social price at every quantity.
5. The principal-agent problem occurs when one person or an agent can act or make a relevant decision on behalf of another person. This dilemma mostly occurs when the agent is motivated to act in their own best interest that is contrary to their principals. Shirking refer to the tendency to do less work when the returns are small, here the owners have more incentive to shrink if they issue equity as opposed to debt because they retain less ownership interest of the company and may receive the smaller return. Different pay incentive plans may correct shirking on the job. They include one-time bonuses used to reward employees for achieving a distinct milestone or providing valuable services. Profit-sharing bonuses where employees get a share of the annual company profit, they are mainly designed to assist employees with saving and investing for retirement. Retention bonuses where employees are awarded for remaining with the company during difficult times probably when the company is facing losses. They are mainly useful for keeping employees who have received job offers from other companies since hiring and training of new employees is costly for any company and most prefer to keep their current employees. Firm managers choose to pay efficiency wages to avoid shirking, attract productive employees and reduce turnover.
6. In economics, country resource endowment is understood as the amount of labor, capital, and entrepreneurship that a country possesses and uses for manufacturing purposes. Countries with large endowment of resources tend to be more successful compared to a country with a small endowment, assuming all other factors are constant. Labor mainly describes the characteristic of the workforce in a given country. Manufacturing industries tend to be more prosperous in countries where there is readily available skilled labor compared to countries with inadequate skilled labor. Capital resources include production capacity and infrastructure. There is a high possibility of trade gain in countries with well-developed infrastructure compared to countries with poorly developed infrastructure. Transportation is necessary for the prosperity of any manufacturing sector hence poor roads may hinder the transport of goods from the industry to the readily available market. The geographical location of a country plays an important role in trade gain. For example, a landlocked country may not be able to support constant imports and exports of goods but a country with seaport or bordering an ocean provides a suitable condition for import and export of goods thus a location of a country dictates the nature and size of commerce it can support.
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