
Situation 1 : Gov
. provide lump sum subsidy 20,00013 Situation 2 : Gov

. give subsidy 2013 unit
, producing 1,000 units = 20,00013
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hole : profit maximise as MC doesn't change so note : profit maximise : By providing subsidy 2013 unit

when MC = MR Max Tremain the same with it when MC = MR quantity produce will be increase

total revenue = Px i* bit with subsidy so Tc decrease total revenue = Px i* and profit also increase

-otal cost = ATC ✗ i* .
: having more profit total cost = ATC ✗ i*

Ans : firm will not change its production since receiving lumb sum subsidy Ans : Since Mcd so firm will decrease quantity sells until P= me
,
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but ATCJ and profit 9 : TR - Tcd also Atcd > Profit T : TRT - Tcd

i Total revenue remain the same -119 : ( P × it ) - ( ATCL.it )

and total cost decrease
*

firm get 2013 Unit
,
bit as firm 9 i so firm subsidy = 12071 1,000 ) : 20 ,

: subsidy will be more than 20,000

= before subsidy
= with subsidy


