
Exercise 1 

1. You are considering the number of hamburgers that you plan to order. Based on the following table, 

complete the table and answer the following questions. 

a. How many units of hamburgers should you order? Why? 

b. Suppose you decide to order 2 hamburgers. Is this underallocation or overallocation? Explain. 

How much is your deadweight loss? 

c. Suppose you decide to order 5 hamburgers. Is this underallocation or overallocation? Explain. 

How much is your deadweight loss? 

Quantity Total Benefit Marginal 
Benefit 

Total Cost Marginal 
Cost 

Total Net 
Benefit 

1st  80  20  
2nd  60  20  
3rd  40  20  
4th  20  20  
5th  0  20  

 

2. With diagrams, explain the differences between tariff and quota. Also, explain the impact on 

domestic stakeholders (consumers, producers, and government), i.e., who is better off and who is 

worse off? Why? 

3. Consider an exporting country. Analyze welfare effect on all stakeholders when its government 

imƉŽƐe ͞EǆƉŽƌƚ Taǆ͕͟ i͘e͕͘ Ɖeƌ-unit tax imposed on the exported good. Draw a diagram(s) and provide 

complete analysis on who gain(s) and who lose(s). 

4. A ͞small͟, open economy is engaging in international trade. Its domestic demand curve is given by 

P = 100 ʹ Q and its domestic supply curve is given by P = Q. The world price of the good is 20$. 

Answer the following questions. 

a. Whaƚ dŽeƐ iƚ mean fŽƌ a cŽƵnƚƌǇ ƚŽ be ͞Ɛmall͍͟ Whaƚ imƉlicaƚiŽn Žf being ͞Ɛmall͟ haƐ Žn ƚhe 

world supply curve? 

b. Is this economy either an exporting or important country? Why? How many units of the 

goods is the country is currently importing or exporting? 

c. Now suppose the government decides to intervene. If the country is importing, the 

government will impose import tariff of 10$ per unit. If the country is exporting, the 

government will impose export subsidy of 10$ per unit. Calculate 

i. Domestic consumer and producer surplus after the intervention 

ii. Either subsidy cost or tariff revenue 

iii. Deadweight loss from the intervention. 

 
6304641829 Wasawat sohbutsaenyarai Dom



1
20 60

า80
ะนู 20

a

benefitis equal too which is maximum combinationCMBะMC Iwhileat
5th unit แ13 MC so we shouldn't crnsunl

it
d

Order 2 hamburgers is underallocation since there is marginal

P DwhCMB c
60 DWLะArea of 4

2
20 ___ MGS

1 2 40

ii MBD
Q 40

2 4

c
P Ordering 5 hamburgers will results

in overallocation since marginal
20 ทุ์DWLCMBCM

C benefit fron consume more 1unitis
less than the marginalcostCMBCMc

เ
ะ
45 Q DWLะArea of 20

20k1 10



tariff Pd ะDomesticprice p ะworldprice
p Tariff is the tax on an imported

sdm foodI Et increasethe importprice or
shiftingthe s upward
It allows domestic producer to

sworkttanrff 0Mpetlwith foreign producerswho
can sell at the lowerpriceกู่หุ๋

pฏื๋ sworid Q inaeaetoQi Qddecreak toQI6

ii i D
Q

Priceof imported pt increase from

pwmtoptax.consumถื๊ญื๊ญื๋
paymore for product so they buy lesik

producers sell at thehigherpricesotheyproduce moreCpsr
Governmentgain taxrevenue from butalsohavedwl

Consumer worseoff producer is better off gov.betteroff

w o tariff D
CS ABCpEF A B 4DiETF
ps 4คะ

Aigggyg
ยุ้

TS A13,9คุE DIF
Domestic producers andgovernment are betteroff because producers can
sell at a higher price and goV cay collecttariff from importedgoods

consumers are worse off because they have to pay for nore
expensive goods services



Quota t PSโ
Quota igthe limitamount of goodsto

p sdom be brought at lower price into domestic
ta s Quota economy.But since donesticprice is higher

Dwh SO after adjustprice itwillat pauatabetwe
pd0แ A __ pdonand p H

Thismake consumer worst off fromhigher
ศื๊ฐื๋ญื๋รํ๋ i pricesothey buy lessCcs decreaseproducer is better off from higherprice so

newmหุ๊ they produce moreCQiQiCps increase
original import For the quota rerenue it willyo to licenseholder

i Quota have equilibrium after adjust differentprice betweenpwantp
but tariff don't have equilibrium

w o tariff D
CS ABCpEF A B 4DiETF
ps ะ

1 ggg

t9riff

Gov I
TS A13,9คุE DIF
Domestic producers are betteroff because producers can bay at
Pworld and sell at pqajta
consumers are worse off because they have to pay for nore
expensive goods services
Forthe it will go to license holder



P thiswillbelotsof
producerafterinprktag

inportprice A
portprice ฐุ๋ ญื๋kI I
taxpdm_g a งุฬุ

I i.li i
l 1 1 l
i l เ D
t i i

i 1
Qd Q Q วงQs Q

before tax
Aftertaxpinaeaieiyconsunersurpl
producer surplus falls bat consuner

µµµ A
t 5

surplus increalfand governneht gain

portprice สื้ tax revehhl.Even though thereare a pm
I I i in the economydueto the taxtaxpdm_ _g ittg Jf
i i Conpare to before tax the domestic

il I i i p price is decrease producer are betterl l l
t l I off.Gnshner are worse off

i 1
Qd Q Q 0งQs Q i Because government tax onexpert

Before After Inpact itsmean that domesticprice
ps tA AtBtl 4BtC will decrease due to P t
CS tBGREFpHit 5Hit itDiEiF
GoV RlV 0 eE eE
Total ABipEFคุHit5 AMCMH 5E DIF



a Being small country mean that what it does it does not
affect the world price or wirrldsupply since the world can
supplythe good at p as much as the small countrywant

Equilibrium is where D 5p
pa pะ100 Q Qะ50งPศุ๋5 Qะ100 p

Pะ วู 18 p
20ะ100pษื๊50

0
i p

world

เ ดุ20ศุ๋tn Dpสึนำ Pะ20 Q 100Pะ80
QSะ20 50 Qdะ80
i'mportfrom'abroad

since the world price 1 is lower than domesticpricecpdmj
it neans that Quantitydemand will hicher than quantity supply
becausepeople like low pricesothey buymorewhile producers produce less
Thenthedifferent between OiandQdwill be importfrom abroad.Therefore

this economy is an importing courntry
At pw อะ20 Supplycurve Oip so ดํะ20

Demand Carre Qะเอง p go ดู๋ 80
so theunitsofthegoodsthat imported is QS ะลง 20 60units



Importing countryCwithout tariff with tariff
p P CS p ดC PY oor Revenue S

Pษื๊50 Pt50 A __
DWL
s
world
tariffPะtะ30 l

คุ
s
World

น ฐื๋ i
ps

20 ftp Dpเดิ๋Q
QSะ2050

Qdะ8ตํ๋ศํ๊ำ PS Qs อ.ญุ๋adญื๋ฏื๋ะ80
l l importfromalproadimportfromabroad

importfromabroad before

At newprice it whichis world price tariffper unit at 305
plug in Demand supply equation to find Q2 ดู๋ะ
Qำ p 30 ดู๋2 100 p 70

i Afterirpose tariffperunitconsumer surplus decrease while
producer surplus is increase
There is government revenue from tariff but DWLalso
04hr as well.Thusfor the economy at a whole it has loss

CS AtB 70 10030 2,450 pdon P 100 Q PะQ
PI Cto 3030 450 p 50

Tariff revenue E 7030 3020 400 DWLDeF นา แ 2ะ 100




