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a) The firm relives a lump sum subsidy of 20,000

This means the TFC decreases

TCCQI = TFCIQI + TVC ( Q )
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: the firm produce at the same quantity Q*
Q

Q
# and receive more profit .



b) total cost

Normally : TCIQ) = TVCIQI -11-1=11011

with subsidy : 1-C' IQI = TVCIQI - 20191 + TFCQ)

total varible cost

Normally : TVCIQI = TVIQI

with svbsity : TVCIQI : TV ( Q ) - 200,
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10,1 = TVIIQI - 2001 + TFCQI
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marginal cost

Normally : Mccoy :
TVCIQI -1%1-1=4011

with subsidy : MCYQI : TVCIQI - ¥0,2001

Before subsidy

Equilibrium is at Q*
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