
	

If government ✓set Iomp sum subsidy to every

farmer it will lower the titer rose and LRMC

will not change because the curve only

tell how main we need to produce



	

LRMC lum som subsidy will not

LRAC change the q at the farina
<RAG

want to produce to Maxime profit '
P=AR
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i. Now farmers cares an excess profit
i

q* because subsidy make a drop in

long run mean that cost is

lower price and 9 stay the same
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In long run = firm jone
'

market = S shift right

then we will have new equilibrium price

that is lower
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i. ideal price after intervention
' price before intervention



	

equilibrium : MC : MR

profit :( Pm- Po)
- Q*

LRAC
[ RMC

Lerner 's index : P-¥ : ˢ°g : % : ¥



	

ideal price → p.me

so -1-10

monopoly will not earn profit at this ideal

price level because P ≠ Mc

fair price = p :Ac

Consumer surplus :p
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seller profit :3
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