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d.) LRMC doesn't change because government give lump sum subsidy that doesn't

related to producing process

LBAC shift downward due to producer pay less total cost
.

b) Price that this farmer can gain are higher than long run average cost

so
,
the highlighted area is the excess profit

c.) New entry enter the market to gain
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to the right hand side . the price

decrease and reach to average cost .

Firms only gain normal profit
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100-109=2051 Put Q into the equation
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8 units of product is maximize monopolist 's profit in short run .
This product cost 60$
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g- unit of labor is maximize profit .
Maximize profit MRP equal
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good market labor market firm market

Purchasing power of consumer is decrease . The demand in product market

is decrease to
q
'

. Dare to lower demand in purchasing product
,

the demand in labor also decrease
. When price drop ,

map shift to

the left and the wage is decrease AFC is decrease after that.

In conclusion
, recessing wage increase than marginal revenue product

decrease . Price and labor are decrease
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A. not a market failure
Msc

A MPCB. Next room doesn't care about other it •
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but if he think about external Msc equal to

production
MPC + MEC. and reduce °

which it located at Qy .

However

if He still produce at Q
.
it will has DWL

C Is a moral hazard be it related to contract . And after signed

the behavior had change

D. earthquake alarming system is belong to public goods . becaus it is non

excludable and non rivalrous
. People can use it freely even they not paid

it is call free rider . and the alarming system isn't lower in quantity .
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Starbuck can set a higher price bo it has more
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Ave market power to set the price . The price of

p - - product is higher than the cost of product .
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