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a) Gov. gives subsidy 20,000
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when there is subsidy it lower the fixed cost

TC = TFC + TVC

[
TC
-

= TFC - 20,000 + Tvc

A" =

¥ ,
so when TC change ATC also change

⑤ Firm produce 1,000 unit with 20 baht/unit

subsidy 20,000 on TVC
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• To maximize profit firm should increase quantity from 1,000 to 0.*

• Firm receive higher profit
• Firm receive more subsidy than 20,000$

,
because they produce more quantity


