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+ TVC When firm get subsidy from government , Average total cost
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will reduce by 20,000$ .
So
,
the AC curve will move down
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'

= AFC't AVC vertically .
Then when cost is less

,
the profit will increase .
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TC
'

(Q) = TFC -1 TVC -20 (Q) Ans : When firm receive subsidy for 20 B) per unit , Its AVC will

TC
'

(Q) = TFC + TVC
'

decreases that also decrease AC as well . So it shifts down
divide /
BY Q Ac

'

(Q) = AFC -1 AVC
'

vertically .
Then

,
to maximize profit , firm should produce

more outputs at Qz .
The firm will gain higher profit .

The firm will definitely gain subsidy more than 20,000 $ .


