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a.) Government provide lump sum subsidy 29000$

Tc = FC tvc : TC z = ( FC - 20,ooo) t Vc FC d → AFC d

Tcz = FC z t VC Vc not change → Avc not change

ATCz = AFCz t AVC

* since ve not change : me not change
/ MC not change
TC de → Arcs
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Profit maximize as MC doesn't change so

when Mc = MR Mae IT remain the same with at
*

total revenues Are a bat with subsidy so Tc decrease

total cost e Are at i. having more profit

i. Firm will not change its production since receiving lamb sum subsidy
i. f -

- MT so Q* not change

but ATC d and profit M : TT - Tod

; Total revenue remain the same

and total cost decrease



b) Government give subsidy 20$ Innit , producing nooo units e za,ooo Bl

TC at Fct Vc : TC , = FC t (VC - 20Q)

to. irene. fruit!:::
- are not change

STCz = Afc t Avcz Mcd

* since vs change : me change TC d → ATC s

without subsidy with subsidy
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profit maximize i. By providing subsidy 2001unit

when MC -

- MR quantity produce will be increase

total revenue e p a QB and profit also thereare.
total cost e AR e of

i. Since med so firm will decrease quantity sells until Pema

i. a 9 (CF, to z)

also ATC d→ Profit 9 : TR 9 -Tcd

IT 9 : ( pear) - ( ATCd. QA

firms get 20$ funit
,
but as firm in a so firm subsidy e Gd Gleed : Zoe

i. subsidy will be more than 2e
,
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