
TB - TC

80 20 60

140 40 100

180 60 120

200 80 120

200 100 100

4 units of hamburgers should be orders in order to maximize benefit

we should order where MB = MC which equals to 4 units of hamburgers

Under allocation since marginal benefit from order hamburger is more than its

marginal cost . The deadweight loss is 120 - 100 = 20

Over allocation since marginal benefit from order hamburger is less than

marginal cost . The deadweight loss is 120 - 100 = 20



Assume 1
.
Small domestic economy

2. the world supply is horizontal

Tariff

p Impact on domestic stakeholders
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consumer : consumers are worse off in both case

pdom- since they have to pay at higher price .pw.y.gg#ygyw,gwgqmggiff producer , producer, are gayer off in gun , ,, ,

since they can sell at higher price .

Q

Qs Qs
' Q'

☐
QD

government : for tariff
,
government will gain benefit

from tariff . While quota ,
the license holders will gain

p Quota benefit
,

but this amount will be counted as DWL

gdom if the holders are foreigners .
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: The owner of revenue from world price ✗ the new price

↳ tariff : government quota : license holders

# Case when the license holders are foreign firm
,

those revenue will become deadweight loss to society .



with Export tax without Export tax ( free trade )
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Let green colour represents consumer surplus

orange colour represents producer surplus

blue colour represents government revenue

black colour represents deadweight loss

Analysis : Domestic consumers gain benefit
,

while domestic producers lose benefit .

Government gains benefit from tax revenue
,

but society is worse off

due to deadweight loss 1 loss to producers is larger than gains to

consumer and government ; decrease in total surplus 1



Being small country means that demand and supply of country does not affect the world
.

The world supply for small country is horizontal line since the world can supply the country

as much as it needs
.
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100 - P = P

At P
World

,
Qd = 80 Qg

= 20 pd°M = so

i. the country imports 80-20 = 60 units

The economy is an importing country since the country is not good at

producing goods .

The country is currently importing 60 Units of goods .
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+ tariff = 20$ + 10 $ = 30$

i. Domestic consumer surplus decreases
,
while there is a gain in domestic producer surplus .
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total surplus = 3400

= 100


