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PART A
Economic efficiency in perfect competition and monopoly
Production efficiency
Production efficiency refers to a situation in which production takes place at the lowest possible cost, i.e. when the company produces at the lowest point of its average total cost curve. Since the marginal cost curve always passes through the lowest point of the average cost curve, it follows that production efficiency is achieved when MC = AC.
[image: http://www.sanandres.esc.edu.ar/secondary/economics%20packs/microeconomics/images/pic192.gif]
From the diagrams above, we show the long-term equilibrium positions of the company in perfect competition and the monopolist. We can clearly see that for a perfectly competitive company, production efficiency appears automatically as in the long-term equilibrium MC = AC at point X.
Efficiency of assignment
Again, with reference to Figure 1, one can see that in perfect competition, MR = MC, and MR = price. MC, therefore, is equal to the price (at point Y) and the allocation efficiency occurs. However, the monopolist produces where MC = MR, but the price is not equal to MR. It can be seen that in OQ equilibrium production, the price is higher than MC for the RZ distance, and therefore, it can be said that the monopolist is inefficient in the assignment.
In general, monopolies are considered disadvantageous (higher price, less incentive to be efficient). However, monopolies can benefit from economies of scale (lower average costs) and have a greater capacity to finance research and development (Dawson et al. 2016)
PART B
According to the policy of leaving it as a private monopoly, the price will be high because the quantity offered is too low. This is because the main goal is profit maximization. As for policy 2 to leave it as a private monopoly but regulate its operation, the price and quantity will be correlated with each other, since the price will be high but not much compared to the quantity offered, since other factors must be considered. , since it must be regulated. Finally, in policy 3 of taking state ownership, the price will be reduced since the state will support its operations from other taxes coming from this organization, but not only from this organization (Saleem 2017).
The efficiency results under these policies are that. In policy 1, efficiency will be difficult because not many people access these amounts due to prices. In policy 2, efficiency will be somewhat effective, since it will be regulated in terms of price. In policy 3, efficiency will be effective, as prices will fall, which will attract more customers.
The impact of the government budget on policy 1 is that it will avoid allocating money, since it is a private organization, so continue to increase the price to cover other expenses. In policy 2, the government budget will assign some of the resources to this organization, since it will be regulated and the prices will be friendly. In policy 3, the government budget will allocate more or more money to this organization, since it will be state-owned and to meet low prices, a lot of money must be allocated to cover other expenses.
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