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a.)
Gov

. provide lump sum subsidy 20,000$

Tci Fctvc : TG :(FC - zqooo) + Vc Fct ⇒ A-Fct

TG = FG + ' °o° } V0 not change → Avcnot

changer
ATCZ = AFCZ -1 AVC MC not

change*
since vc not change : MC not change Tcf ⇒ A-Tct
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as MC doesn't change
NOTE : profit maximise so max Tl remain the

when MC= MR same with subsidy so TC

total revenue =P ✗ Q decrease and have more

total cost = ATC ✗Q profit .

Ads. firm will not change its production since receiving
lamb sum subsidy

i. D= ÑC so Q not change
but ATCT and profit 9 : TÑ - Tct

; total revenue remain the same and
total cost decrease .



b) Gov
. give subsidy 2081 unit

, producing tooo units = 20 ,ooo
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change.

Tcz = Fcz -11000 Vcd → Avcd

Mct

ATCZ = AFCZ + Avc Tct → ATCL

*
since VC not change : MC not change
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NOTE : profit maximise

i. By providing subsidy 2081 /unit
when MC -- MR quantity produce will be Inc

total revenue =P ✗ Q profit also increase .

total cost = ATC ✗Q

Ans . Since Mct so firm will decrease quantity sells unit P - Mcz

.

: 99 ( Q, → Qz)
also Atct → Profit f : TRA - TH

TI : ( Poi ) - CATCJ ✗ QT )

firm get 208 / Unit
,
but firm TQ so firm subsidy =

[ 20 )( 21000) : 2oQ
i. subsidy will be more than 20,000


