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a.) TCCQ ) = TFCCQI + TVCCQ ) ; original .

Let TFC
' CQ ) = TFCCQ ) - subsidy

Then TCICQ ) = TFC
/

C Q ) t TVC CQ )

Cost profit befove subsidy
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Therefore
,
the Finm will produce at

the same quantity at
Qt because only AC

decreased c shift downwav d) but MC and MR remain the same.

In addition , the profit will increase
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b)
TC CQ) = TFC CQ) + TVC CQ )

TdCQ ) = TFCCQI t TVCCQ )

= TFCCQ) t TVCCQ) -20 Q

ACICQ ) = AFCCQ) + AVCCQ ) - 20 = ACCQ ) - 20

TVCKQI = Tvc (G) - 20 ☒
AEter subsidy

MCEQ ) = mc (a) - 20
Equilibrium condrtion

Cost
① MCKQD =

MRCQT
MC
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Ad ②ร slope
of MRCQD < slope

ofmc
AVC

Ild profit avd
Po = AR

= MR
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Therefore
,
if the company

want to maximize profit , they have to

increases in quantity from Q
*
to QC c > nooo )

Then
,
the profit after subsidy would be PoQ

/
- Avc

/
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Eiti and subsidy because

thetivmwowldbearbletosdlmore.it s product at the
scrme prcic e.


