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a) The firm receives a lump sum subsidy of 20,000 baht

this means the TFC decreases
,

Unchanged : MC unchanged

TC ( Q) = TFC ( Q ) + TVC ( Q)
because MCCQ) = ddatvcca,

d- TÉCQ) = TFC
-

( Q) + TVC ( Q )
do
,

= ( TFC (Q) - 20,000 + Tvc (Q)) TFC
'

( Q) = TFC (Q)
,

20,000

Q Q Q

AFC
'

( Q) = AFC (Q) - 20,000
Q

Bl
Profit before
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¥÷÷:*Profit
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Q* Q

i. Eq . quantity Q* does not change
because MC & MR do not

- Q* still satisfies the eq . conditions

But profit increases

= the amount of lower fixed cost

= 20,00
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Q
'

Q

( 1,000)
units

before subsidy : Eg . is at Q*

where : 1) MR COE )=mc(Q* )

2) Slope MR(Q* ) = 0 C slope MCCOY )

After subsidy
.

: Eq is at Q
'

where : 1) MR Coi ) = MCCQ
'

)

2) Slope MRCQ
'

) = 0C Slope MCCQ
'

)

•

•

.
To maximize its profit

,

the firm will increase its production

to Q
'

( > 1,000 units ) and gain higher profit . The firm will

also gain higher profit . The firm will also receive subsidy more

than 20
, ooo baht according to the quantity it produces .


