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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?

OI) cost e | \N\N[dy of 20,000 BdhtT to
ag " AC' the firm  caudes supply

to ShfF vight (mc=Avc)

Ave o (Mc'~ pve')

Ave'

Q it the fivm preduces more
1000 units Taeve will bt moe
mc  mc! profit o fne firm. SThee the
- fiemwill redeve fue subeidy
for each unitto proquce dng
will gain move profit, based oy
\ the ‘NGV\‘\‘HM of ™Me pro duct (en

Compard g the previous cage
where the government gives
Subsidy of 20,000 baht +o the
Firm_ On the ofver hand | subsidy 94 baht [ Un(T con make money

move Mdn 20,000 baht.

b) Co&f*

l
|
[
;
Q,@q= 100 Unit &




