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HW#11, Due May 6, 2021 Analyze the case the firm receives subsidy for the following two
different cases to find out how the firm’s quantity and profit change.

a) The government gives a lump sum subsidy of 20,000 bahts to each firm.

b) Suppose that the firm was producing 1,000 units and the government gives a subsidy of 20
bahts/unit so the total subsidy is also 20,000 bahts if the firm does not change its production of
1,000 units. Do you think, to maximize its profit with the subsidy of 20 bahts/unit, the firm will
increase/decrease its production from 1,000 units? Does the firm receive higher profit? Does the
firm receive more/less subsidy than 20,000 bahts?



Ql) Goveranent fro\liole lump sum Yubsidy 20,000

Tc = FC HvC “TC, = (FC‘QO/DOO-) + \vc

th SHz ‘I-\R
AT, = AR, + AC

FC L = ARC )
ve not change =3 Ac rot chonge
HC et change

% Since Ve not chasge © me not change J T U Y Arcy,

Witheut SIAN\AY

ottt Mankimi 22
wen  Mc = MR
otal Mvaez ATC & G
total cest = AIC & Q*

.3

VN MC
A
AN /
NG
Tt coRt :

with wwu\/
N Mc
Ac

LS

N 7
frofv ofter 1
T obiar subsidy

&0

g W dbern't C]dMgt o
Mox T eroia He sare witn Q°
bot with Su\aiid\, so Tt deCieae
; hadeg pee pefi

Y Fim will not change, s grduction Since feceiving lumly sun subtidy
P = so a* pot change
bt AT ¥ od gefit M TR - Toy

7 Tohel evemue fematn e 3ame
ad Yol cost decltease



b) Government give subsidy 20§ /unt , predlucing 4,000 units & 20,000 ¢
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