Poverty in the 3rd. World


In the competitive outcome, without the marketing board, society obtained the good at the lowest possible price, since each firm was operating at the minimum point on its average cost curve. That was an efficient outcome. Now we are seeing that by producing fewer units through the monopoly selling arrangement, the average cost is higher than its minimum point. From society’s point of view a monopoly of this kind is less efficient than a perfectly competitive industry. 

The utility is the word used by John Stuart Mill, a 19th century philosopher, to talk about satisfaction. It is just another word for satisfaction. The more people buy of any one particular commodity, the more satisfaction or utility in total they will get from consuming that commodity. If we have only one worker, we cannot divide up the tasks and specialize. If we have two or three workers, we can specialize and have more output than just two or three times that of the first worker. This makes the output increasing at an increasing rate over this initial rate of expansion. If we keep increasing the number of workers hired, diminishing returns set in. We have more and more workers and they are all trying to share the one machine, so as each worker has less of a machine to work with, eventually, workers get less and less productive. 

However, the less and less the subsequent units of the good will add to this accumulated total amount of utility. For instance, when you buy pizza, you get a lot of satisfaction or utility from the first slice or two. Once you get full, you do not get as extra utility from your third or fourth slices. This is an example of diminishing additional or marginal satisfaction provided by the additional units of a good that you purchase. According to Palmer, we measure utility in terms of people’s willingness to part with income, and since the demand curve coincides with the associated marginal utility, we can view this demand curve as showing the marginal benefit to society of various levels of garbage disposal services. 

Out put not only increases as we hire more input, but for a while, it increases at an increasing rate. This is shown by the fact that this rectangle for two workers is more than twice the size of that for one worker. 


Also, it cause serious equity concerns as poor people pay more for their food and increase the profit income of farmers. Another way of appreciating this inefficiency is by focusing on consumers and producers surplus. Society loses this many goods each period as the result of the quota policy. The area under demand curve shows the amount they would be willing to pay to obtain this output that they are no longer getting. In the long run, the farmers, as producers gain nothing from the marketing board. All the marketing board does is creating a once-and-for-all capital gain for the original set of quota owners. 

