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

Exercise 1

complete the table and answer the following guestions.

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 Total Cost Marginal Total Net
Benefit Cost Benefit
15t 19} 80 20 20 [{4
2nd 7¢ 0 60 40 20 1700
3 790 40 éo 20 120
4th 200 20 20 20 120
5t 200 0 q0° 20 100

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
impose “Export Tax”, i.e., per-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 “small”, open economy is engaging in international trade. Its domestic demand curve is given by
P =100 — Q and its domestic supply curve is given by P = Q. The world price of the good is 20S.
Answer the following questions.

|II

a. What does it mean for a country to be “small”? What implication of being “small” has on the
world supply curve?

b. s 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 10S per unit. If the country is exporting, the
government will impose export subsidy of 10S 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.



@ d) 4. U"” becavse 0’0 ~”\+.4 .UV'H.) Mz mp which mean tht maginal cost equel to Vr'Wj}M’ benefit hod consymer
ill satisty, . . , _ _ _
b)Y 14 under allocation cince Hhe wozme m‘ & gt huv‘ o ,,(wv‘o 40 on(w m,}/ two. which mean that. p(eao(wclﬂﬂ less . wv” be

2 hampuvger.

) Il quer  albeaflon snee mB=me ot 4 onit bt he dectde to Brolgy Lo s vm}/Wh’f}? wean %4 dm»(wc'yh’f loss wvﬂ be 1 lambchr,.

P S /5% Qe
Tl ¥l ) ouitr
Toesteront :'":A et
S worlh o b < worlh

. 74 J . .
L
[ !
. . . origral
(] | ™ opert
Py !
Q g, « 4G Q [

P—l
et bt it

pv,u t.«ﬁ

p“‘mm*‘ b{wun Quotn Mo( Tm,{'! '5 H.M l"mN_ s moi Ltk the ,WF,J, ‘1"”’”7’ l;ujr Qouh Mﬂlf :

Moveovey, Ilm Qodon have on et,ﬂ:”ﬂv'uvﬂ nV‘l,L\l} the TNIM not have 1t

Bﬂﬁ‘ &wfm Nﬂ\ ”""N pvo»lumr ﬂe} lfoﬂcr GWM bﬁ CONSymer  wirie. aH ) ) )
Quotn , er{uw buy nt W“’Mmi el m .P" *“ fo ch pm“r Foyernymen) WWM alse belt rcrvl

cmfr P{G}?)c 607 more. domeste frep(’uof mhp( gd mone vpram qr/ﬂn ) tense, )

Tapitt, since b wake 8% chi 17 \//W}'IY‘A That allow domes hic ‘pfﬂp([m&r eon MMF&/@
with forujn /)M/\Jcar Produger ﬂe% wore ”p/m” andk yqvernmenfye* mr,f«P royenve.
Loncomer peed Ho Py, e s, fhe/ we wovse off,

. . . . sS4 - .
\ P
| |

.ﬁﬂhf{/hzk.gml't«. benzd* thage €S 35 lavger the  expor? oy .wnonlf)ﬁnﬁ the Pn‘tg

) ’ﬂwgv dve o bwer q\pu'ﬂ_»’wj, Government ya/ to the Q(parg' fox ot the

' Prp.l“”’f worst _.7/14. ,,(w' f‘a. #hc/ Mve .7‘0 f’“}’ 'ﬂor ” f,,_,y /.,,,/,,{,,

Q _Ycoleo /?5‘ |‘5. 9*'1"1”6}*'

l

| .

& a

O @) Smol combry /s mean Hof it P domeskic camot effect Py becavse JE have small dmpact 5o i
will not effech Ihe )7"‘“

b) T+ rl L ‘thgr% m\/v\}v 6&CMVT€ pw*”"}/ 5 /55§ VL}\’\V’ Po(emefr[,c §5.HM4’ ﬂMé Cm/n}‘r /V‘fﬂr} )
Hhe. ,oroAud and sell Lor P lom«sha Fhert will b Vorwa The cnw#r/ cuerMH/ erﬂM‘ 6o um* ot Q.

r,) @ s = 1 XWOXDY = 2450 "

Py 7)(50?(‘30:4°50 .
@ Tm;N rev :4079700:40.9@

.. P, = 70 x 70 2920 ©



