Situation 1 ¢ Gov. provide |umP sum subsidg 30,00035 Situation 2 : Gou. give subsk:‘g 20 B/onit ch\ucinj 1000 units -« 90,000 B
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note : profit maximise as_mc doesnt change so note : profit maximise By _praviding Subsidﬂ 206 / ynit
when MC = MR max T remain the same with Q* when MC =MR quantity Fmduaz will be increase
total reverve = Px Q" but  with subsidy_so TC decrease total reverve = Px Q" and profit slso increase
fotal cost . ATC< Q@ -_having more_profi{ iotal cost - ATC< Q'
fns: firm will not change its production since receiving lumb_sum subsidtj fos:  Sinee Mcd so firm will decrease quantity _sells until P - mc,
P - mc so Q not change ~ QY (Q, to Qy)
but Atcl and profitt : TR - TCl also  ATCY  — Pofit TRT - TCY
5 fotal revenve remain the same T4 (P~ QY) -(ATcy- Q1)
and total cost decresse * firm get 208 /unii, bt as fim 1Q so firm subsichj = (20)( >1,000) : 2@
subsidy will be more than 26000
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