
























































HW/☒ 11 MC = อ ( TC)

a) governmentsubsidy 20,000 = หั๋ ( TFC + TVCCQ))
MC = TVC
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TC TOtal COST
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itlowersfixedcost
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อ = ATC↓ 9150 lowerd

Butvcstaythesameso MC
willnotchange.

therefore
,
firmwovitreducetheir

guautityastheirATC↓ whichmeuns
theyeavnmoreprofitbut TR stay
thesdme

b) firmproduce 1000units
with 20Dathlunit subsidy = 20000

itsasubsidy 0h VC
therefore
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SOTC = TFC +(TVG20000) Before After

Mc = TVC
MC

if Tvc↓ MC↓
ATC

AVC = TVC↓ makes AVC↓
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① Firmwillchangetheirguantityas
MC ↓ therefovethenewprofit
maximizingpointis MCEMR .
Whichmeansfirmwillincreaseguantity
until P = MC2.

ATC↓ whichmeans TC↓ and Profit↑

AS fivmincveasetheir Qto P= MC2

guantityishigher , whichmeanshigher
subsidy .


