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HANDOUT 2

1 Logistics
• Any comments feel free to use the anonymous Feedback Survey (on my website at Teaching, ECON 13)

• Office hours can be scheduled via Calendly.

2 Trade
1. Absolute advantage: ability to produce at lower cost (less to give up) or using less resources.

e.g. How much can one worker produce.

Red has absolute advantage
in producing A

A AA

B BB

Red has absolute advantage
in producing B

Red has absolute advantage
in producing both A and B
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2. Comparative advantage: ability to produce at a lower opportunity cost.

Red has comparative advantage
in producing A

A

B
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When producing B,
Red has both advantages

A

B
When producing A, 

Red has absolute advantages but 
Blue the comparative advantage

A

B

3. The agents/countries should specialize in the product/good that they have a comparative advantage
then tradewith others for other products.

4. Intra‑industry trade: countries who are similar in educated workers and advanced technology import
and export the same products at same time.

5.
∣∣∣slope of PPF∣∣∣ = opportunity cost of the horizontal production activity.
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https://www.haochehsu.com
https://docs.google.com/forms/d/e/1FAIpQLScWpj7k9NsHkR8najqNsFnEk33i4blD9ErY5xcsvx8WaybYuw/viewform
https://calendly.com/howardhsu/econ-13-office-hour-summer-ii
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6. NoTrade v.s. World Trade (everyone is a price taker, both buyers and sellers only accept world price):

• PW : world price, the price prevails in the world market
• PD: domestic price without trade
• Import (PW < PD):

Qsupply
<latexit sha1_base64="BNSPB3n/P1W7vsFG2V6clhxa7QI=">AAACDXicbVC7TsMwFHXKq5RXgJHFoiAxoCopSHSsygBji+hDSqPIcZ3WqvOQ7SBFUX6AhV9hYQAhVnY2/gY3zQAtR7rS0Tn3Xl8fN2JUSMP41korq2vrG+XNytb2zu6evn/QE2HMMenikIV84CJBGA1IV1LJyCDiBPkuI313ej3z+w+ECxoG9zKJiO2jcUA9ipFUkqOfpMN8iXV307JTs944LyrrOKmIo4glWeboVaNm5IDLxCxIFRRoO/rXcBTi2CeBxAwJYZlGJO0UcUkxI1llGAsSITxFY2IpGiCfCDvND8ngqVJG0Au5qkDCXP09kSJfiMR3VaeP5EQsejPxP8+KpdewUxpEsSQBnj/kxQzKEM6igSPKCZYsUQRhTtWtEE8QR1iqACsqBHPxy8ukV6+ZF7V657LabBVxlMEROAZnwARXoAluQRt0AQaP4Bm8gjftSXvR3rWPeWtJK2YOwR9onz98tZqT</latexit>

Qdemand
<latexit sha1_base64="i2iK0vXj8cPF3PN5wLmcPQqbhmA=">AAACDXicbVC7TsMwFHXKq5RXgJEloiAxoCopSHSsygBji+hDSqPIcZzWquNEtoNURfkBFn6FhQGEWNnZ+BvcNAO0HOlKR+fce319vJgSIU3zWyutrK6tb5Q3K1vbO7t7+v5BT0QJR7iLIhrxgQcFpoThriSS4kHMMQw9ivve5Hrm9x8wFyRi93IaYyeEI0YCgqBUkqufpMN8iX1303JSq944LyrruKmPQ8j8LHP1qlkzcxjLxCpIFRRou/rX0I9QEmImEYVC2JYZSyeFXBJEcVYZJgLHEE3gCNuKMhhi4aT5IZlxqhTfCCKuikkjV39PpDAUYhp6qjOEciwWvZn4n2cnMmg4KWFxIjFD84eChBoyMmbRGD7hGEk6VQQiTtStBhpDDpFUAVZUCNbil5dJr16zLmr1zmW12SriKIMjcAzOgAWuQBPcgjboAgQewTN4BW/ak/aivWsf89aSVswcgj/QPn8AFG2aTw==</latexit>

PW
<latexit sha1_base64="HuK36RUF8K1fUUkZcqG+puys44E=">AAACBHicbVC7TsMwFHV4lvIKMHaJqJAYqioulehYlQHGguhDSqPIcd3WquNEtoNURRlY+BUWBhBi5SPY+BvcNAO0HOlKR+fc6+t7/IhRqWz721hb39jc2i7sFHf39g8OzaPjrgxjgUkHhywUfR9JwignHUUVI/1IEBT4jPT86dXc7z0QIWnI79UsIm6AxpyOKEZKS55ZSgbZI87ddctNYL1RsSs1CNO210s9s2xX7QzWKoE5KYMcbc/8GgxDHAeEK8yQlA60I+UmSCiKGUmLg1iSCOEpGhNHU44CIt0k259aZ1oZWqNQ6OLKytTfEwkKpJwFvu4MkJrIZW8u/uc5sRo13ITyKFaE48WiUcwsFVrzRKwhFQQrNtMEYUH1Xy08QQJhpXMr6hDg8smrpFurwotq7bZebrbyOAqgBE7BOYDgEjTBDWiDDsDgETyDV/BmPBkvxrvxsWhdM/KZE/AHxucPJSKWeg==</latexit>
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PS

CS

PS

PD
<latexit sha1_base64="BL5tRDfYzvfD9yVi6qtW+eJpKpo=">AAAB6nicbVBNS8NAEJ34WetX1aOXxSJ4KkkV9FjUg8eK9gPaUDbbTbt0swm7E6GE/gQvHhTx6i/y5r9x2+agrQ8GHu/NMDMvSKQw6Lrfzsrq2vrGZmGruL2zu7dfOjhsmjjVjDdYLGPdDqjhUijeQIGStxPNaRRI3gpGN1O/9cS1EbF6xHHC/YgOlAgFo2ilh3rvtlcquxV3BrJMvJyUIUe9V/rq9mOWRlwhk9SYjucm6GdUo2CST4rd1PCEshEd8I6likbc+Nns1Ak5tUqfhLG2pZDM1N8TGY2MGUeB7YwoDs2iNxX/8zophld+JlSSIldsvihMJcGYTP8mfaE5Qzm2hDIt7K2EDammDG06RRuCt/jyMmlWK955pXp/Ua5d53EU4BhO4Aw8uIQa3EEdGsBgAM/wCm+OdF6cd+dj3rri5DNH8AfO5w/sy42P</latexit>

QD
<latexit sha1_base64="1I/9Ig73TsXXr2wh+08trEdJqZo=">AAAB6nicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhM0DwgWcLspDcZMju7zMwKIeQTvHhQxKtf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mnGCfkQHkoecUWOlh3rvrlcsuWV3DrJKvIyUIEOtV/zq9mOWRigNE1Trjucmxp9QZTgTOC10U40JZSM6wI6lkkao/cn81Ck5s0qfhLGyJQ2Zq78nJjTSehwFtjOiZqiXvZn4n9dJTXjtT7hMUoOSLRaFqSAmJrO/SZ8rZEaMLaFMcXsrYUOqKDM2nYINwVt+eZU0K2XvolypX5aqN1kceTiBUzgHD66gCvdQgwYwGMAzvMKbI5wX5935WLTmnGzmGP7A+fwB7lGNkA==</latexit>

P
<latexit sha1_base64="bzZbWfGTwOVHfOXRUHQsbNaA++g=">AAAB6HicbVDLSgMxFL1TX7W+qi7dBIvgqsxUQZdFNy5bsA9oB8mkd9rYTGZIMkIZ+gVuXCji1k9y59+YtrPQ1gOBwznnkntPkAiujet+O4W19Y3NreJ2aWd3b/+gfHjU1nGqGLZYLGLVDahGwSW2DDcCu4lCGgUCO8H4duZ3nlBpHst7M0nQj+hQ8pAzaqzUbDyUK27VnYOsEi8nFchh81/9QczSCKVhgmrd89zE+BlVhjOB01I/1ZhQNqZD7FkqaYTaz+aLTsmZVQYkjJV90pC5+nsio5HWkyiwyYiakV72ZuJ/Xi814bWfcZmkBiVbfBSmgpiYzK4mA66QGTGxhDLF7a6EjaiizNhuSrYEb/nkVdKuVb2Laq15Wanf5HUU4QRO4Rw8uII63EEDWsAA4Rle4c15dF6cd+djES04+cwx/IHz+QOq54zY</latexit>

Q
<latexit sha1_base64="TIwmk8u21VOUoY7U7p41qYBa1Ac=">AAAB6HicbVBNS8NAEJ3Ur1q/qh69LBbBU0mqoMeiF48t2FpoQ9lsJ+3azSbsboQS+gu8eFDEqz/Jm//GbZuDtj4YeLw3w8y8IBFcG9f9dgpr6xubW8Xt0s7u3v5B+fCoreNUMWyxWMSqE1CNgktsGW4EdhKFNAoEPgTj25n/8IRK81jem0mCfkSHkoecUWOlZrNfrrhVdw6ySrycVCBHo1/+6g1ilkYoDRNU667nJsbPqDKcCZyWeqnGhLIxHWLXUkkj1H42P3RKzqwyIGGsbElD5urviYxGWk+iwHZG1Iz0sjcT//O6qQmv/YzLJDUo2WJRmApiYjL7mgy4QmbExBLKFLe3EjaiijJjsynZELzll1dJu1b1Lqq15mWlfpPHUYQTOIVz8OAK6nAHDWgBA4RneIU359F5cd6dj0VrwclnjuEPnM8frGuM2Q==</latexit>

S
<latexit sha1_base64="vFchJGr6Z+gyWiveB04FdIL/myI=">AAAB6HicbVDLTgJBEOzFF+IL9ehlIjHxRHbRRI9ELx4hyiOBDZkdemFkdnYzM2tCCF/gxYPGePWTvPk3DrAHBSvppFLVne6uIBFcG9f9dnJr6xubW/ntws7u3v5B8fCoqeNUMWywWMSqHVCNgktsGG4EthOFNAoEtoLR7cxvPaHSPJYPZpygH9GB5CFn1Fipft8rltyyOwdZJV5GSpCh1it+dfsxSyOUhgmqdcdzE+NPqDKcCZwWuqnGhLIRHWDHUkkj1P5kfuiUnFmlT8JY2ZKGzNXfExMaaT2OAtsZUTPUy95M/M/rpCa89idcJqlByRaLwlQQE5PZ16TPFTIjxpZQpri9lbAhVZQZm03BhuAtv7xKmpWyd1Gu1C9L1ZssjjycwCmcgwdXUIU7qEEDGCA8wyu8OY/Oi/PufCxac042cwx/4Hz+AK9zjNs=</latexit>

D
<latexit sha1_base64="WoflC9OsYADNdO+14nzcYBdCAmo=">AAAB6HicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhMwDwgWcLspDcZMzu7zMwKIeQLvHhQxKuf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mHGCfkQHkoecUWOl+l2vWHLL7hxklXgZKUGGWq/41e3HLI1QGiao1h3PTYw/ocpwJnBa6KYaE8pGdIAdSyWNUPuT+aFTcmaVPgljZUsaMld/T0xopPU4CmxnRM1QL3sz8T+vk5rw2p9wmaQGJVssClNBTExmX5M+V8iMGFtCmeL2VsKGVFFmbDYFG4K3/PIqaVbK3kW5Ur8sVW+yOPJwAqdwDh5cQRXuoQYNYIDwDK/w5jw6L86787FozTnZzDH8gfP5A5i3jMw=</latexit>

PD
<latexit sha1_base64="BL5tRDfYzvfD9yVi6qtW+eJpKpo=">AAAB6nicbVBNS8NAEJ34WetX1aOXxSJ4KkkV9FjUg8eK9gPaUDbbTbt0swm7E6GE/gQvHhTx6i/y5r9x2+agrQ8GHu/NMDMvSKQw6Lrfzsrq2vrGZmGruL2zu7dfOjhsmjjVjDdYLGPdDqjhUijeQIGStxPNaRRI3gpGN1O/9cS1EbF6xHHC/YgOlAgFo2ilh3rvtlcquxV3BrJMvJyUIUe9V/rq9mOWRlwhk9SYjucm6GdUo2CST4rd1PCEshEd8I6likbc+Nns1Ak5tUqfhLG2pZDM1N8TGY2MGUeB7YwoDs2iNxX/8zophld+JlSSIldsvihMJcGYTP8mfaE5Qzm2hDIt7K2EDammDG06RRuCt/jyMmlWK955pXp/Ua5d53EU4BhO4Aw8uIQa3EEdGsBgAM/wCm+OdF6cd+dj3rri5DNH8AfO5w/sy42P</latexit>

QD
<latexit sha1_base64="1I/9Ig73TsXXr2wh+08trEdJqZo=">AAAB6nicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhM0DwgWcLspDcZMju7zMwKIeQTvHhQxKtf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mnGCfkQHkoecUWOlh3rvrlcsuWV3DrJKvIyUIEOtV/zq9mOWRigNE1Trjucmxp9QZTgTOC10U40JZSM6wI6lkkao/cn81Ck5s0qfhLGyJQ2Zq78nJjTSehwFtjOiZqiXvZn4n9dJTXjtT7hMUoOSLRaFqSAmJrO/SZ8rZEaMLaFMcXsrYUOqKDM2nYINwVt+eZU0K2XvolypX5aqN1kceTiBUzgHD66gCvdQgwYwGMAzvMKbI5wX5935WLTmnGzmGP7A+fwB7lGNkA==</latexit>

P
<latexit sha1_base64="bzZbWfGTwOVHfOXRUHQsbNaA++g=">AAAB6HicbVDLSgMxFL1TX7W+qi7dBIvgqsxUQZdFNy5bsA9oB8mkd9rYTGZIMkIZ+gVuXCji1k9y59+YtrPQ1gOBwznnkntPkAiujet+O4W19Y3NreJ2aWd3b/+gfHjU1nGqGLZYLGLVDahGwSW2DDcCu4lCGgUCO8H4duZ3nlBpHst7M0nQj+hQ8pAzaqzUbDyUK27VnYOsEi8nFchh81/9QczSCKVhgmrd89zE+BlVhjOB01I/1ZhQNqZD7FkqaYTaz+aLTsmZVQYkjJV90pC5+nsio5HWkyiwyYiakV72ZuJ/Xi814bWfcZmkBiVbfBSmgpiYzK4mA66QGTGxhDLF7a6EjaiizNhuSrYEb/nkVdKuVb2Laq15Wanf5HUU4QRO4Rw8uII63EEDWsAA4Rle4c15dF6cd+djES04+cwx/IHz+QOq54zY</latexit>

Q
<latexit sha1_base64="TIwmk8u21VOUoY7U7p41qYBa1Ac=">AAAB6HicbVBNS8NAEJ3Ur1q/qh69LBbBU0mqoMeiF48t2FpoQ9lsJ+3azSbsboQS+gu8eFDEqz/Jm//GbZuDtj4YeLw3w8y8IBFcG9f9dgpr6xubW8Xt0s7u3v5B+fCoreNUMWyxWMSqE1CNgktsGW4EdhKFNAoEPgTj25n/8IRK81jem0mCfkSHkoecUWOlZrNfrrhVdw6ySrycVCBHo1/+6g1ilkYoDRNU667nJsbPqDKcCZyWeqnGhLIxHWLXUkkj1H42P3RKzqwyIGGsbElD5urviYxGWk+iwHZG1Iz0sjcT//O6qQmv/YzLJDUo2WJRmApiYjL7mgy4QmbExBLKFLe3EjaiijJjsynZELzll1dJu1b1Lqq15mWlfpPHUYQTOIVz8OAK6nAHDWgBA4RneIU359F5cd6dj0VrwclnjuEPnM8frGuM2Q==</latexit>

S
<latexit sha1_base64="vFchJGr6Z+gyWiveB04FdIL/myI=">AAAB6HicbVDLTgJBEOzFF+IL9ehlIjHxRHbRRI9ELx4hyiOBDZkdemFkdnYzM2tCCF/gxYPGePWTvPk3DrAHBSvppFLVne6uIBFcG9f9dnJr6xubW/ntws7u3v5B8fCoqeNUMWywWMSqHVCNgktsGG4EthOFNAoEtoLR7cxvPaHSPJYPZpygH9GB5CFn1Fipft8rltyyOwdZJV5GSpCh1it+dfsxSyOUhgmqdcdzE+NPqDKcCZwWuqnGhLIRHWDHUkkj1P5kfuiUnFmlT8JY2ZKGzNXfExMaaT2OAtsZUTPUy95M/M/rpCa89idcJqlByRaLwlQQE5PZ16TPFTIjxpZQpri9lbAhVZQZm03BhuAtv7xKmpWyd1Gu1C9L1ZssjjycwCmcgwdXUIU7qEEDGCA8wyu8OY/Oi/PufCxac042cwx/4Hz+AK9zjNs=</latexit>

D
<latexit sha1_base64="WoflC9OsYADNdO+14nzcYBdCAmo=">AAAB6HicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhMwDwgWcLspDcZMzu7zMwKIeQLvHhQxKuf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mHGCfkQHkoecUWOl+l2vWHLL7hxklXgZKUGGWq/41e3HLI1QGiao1h3PTYw/ocpwJnBa6KYaE8pGdIAdSyWNUPuT+aFTcmaVPgljZUsaMld/T0xopPU4CmxnRM1QL3sz8T+vk5rw2p9wmaQGJVssClNBTExmX5M+V8iMGFtCmeL2VsKGVFFmbDYFG4K3/PIqaVbK3kW5Ur8sVW+yOPJwAqdwDh5cQRXuoQYNYIDwDK/w5jw6L86787FozTnZzDH8gfP5A5i3jMw=</latexit>

import
PW

<latexit sha1_base64="HuK36RUF8K1fUUkZcqG+puys44E=">AAACBHicbVC7TsMwFHV4lvIKMHaJqJAYqioulehYlQHGguhDSqPIcd3WquNEtoNURRlY+BUWBhBi5SPY+BvcNAO0HOlKR+fc6+t7/IhRqWz721hb39jc2i7sFHf39g8OzaPjrgxjgUkHhywUfR9JwignHUUVI/1IEBT4jPT86dXc7z0QIWnI79UsIm6AxpyOKEZKS55ZSgbZI87ddctNYL1RsSs1CNO210s9s2xX7QzWKoE5KYMcbc/8GgxDHAeEK8yQlA60I+UmSCiKGUmLg1iSCOEpGhNHU44CIt0k259aZ1oZWqNQ6OLKytTfEwkKpJwFvu4MkJrIZW8u/uc5sRo13ITyKFaE48WiUcwsFVrzRKwhFQQrNtMEYUH1Xy08QQJhpXMr6hDg8smrpFurwotq7bZebrbyOAqgBE7BOYDgEjTBDWiDDsDgETyDV/BmPBkvxrvxsWhdM/KZE/AHxucPJSKWeg==</latexit>

gains from 
trade

• Export (PW > PD):

export

Qsupply
<latexit sha1_base64="BNSPB3n/P1W7vsFG2V6clhxa7QI=">AAACDXicbVC7TsMwFHXKq5RXgJHFoiAxoCopSHSsygBji+hDSqPIcZ3WqvOQ7SBFUX6AhV9hYQAhVnY2/gY3zQAtR7rS0Tn3Xl8fN2JUSMP41korq2vrG+XNytb2zu6evn/QE2HMMenikIV84CJBGA1IV1LJyCDiBPkuI313ej3z+w+ECxoG9zKJiO2jcUA9ipFUkqOfpMN8iXV307JTs944LyrrOKmIo4glWeboVaNm5IDLxCxIFRRoO/rXcBTi2CeBxAwJYZlGJO0UcUkxI1llGAsSITxFY2IpGiCfCDvND8ngqVJG0Au5qkDCXP09kSJfiMR3VaeP5EQsejPxP8+KpdewUxpEsSQBnj/kxQzKEM6igSPKCZYsUQRhTtWtEE8QR1iqACsqBHPxy8ukV6+ZF7V657LabBVxlMEROAZnwARXoAluQRt0AQaP4Bm8gjftSXvR3rWPeWtJK2YOwR9onz98tZqT</latexit>

Qdemand
<latexit sha1_base64="i2iK0vXj8cPF3PN5wLmcPQqbhmA=">AAACDXicbVC7TsMwFHXKq5RXgJEloiAxoCopSHSsygBji+hDSqPIcZzWquNEtoNURfkBFn6FhQGEWNnZ+BvcNAO0HOlKR+fce319vJgSIU3zWyutrK6tb5Q3K1vbO7t7+v5BT0QJR7iLIhrxgQcFpoThriSS4kHMMQw9ivve5Hrm9x8wFyRi93IaYyeEI0YCgqBUkqufpMN8iX1303JSq944LyrruKmPQ8j8LHP1qlkzcxjLxCpIFRRou/rX0I9QEmImEYVC2JYZSyeFXBJEcVYZJgLHEE3gCNuKMhhi4aT5IZlxqhTfCCKuikkjV39PpDAUYhp6qjOEciwWvZn4n2cnMmg4KWFxIjFD84eChBoyMmbRGD7hGEk6VQQiTtStBhpDDpFUAVZUCNbil5dJr16zLmr1zmW12SriKIMjcAzOgAWuQBPcgjboAgQewTN4BW/ak/aivWsf89aSVswcgj/QPn8AFG2aTw==</latexit>

PW
<latexit sha1_base64="HuK36RUF8K1fUUkZcqG+puys44E=">AAACBHicbVC7TsMwFHV4lvIKMHaJqJAYqioulehYlQHGguhDSqPIcd3WquNEtoNURRlY+BUWBhBi5SPY+BvcNAO0HOlKR+fc6+t7/IhRqWz721hb39jc2i7sFHf39g8OzaPjrgxjgUkHhywUfR9JwignHUUVI/1IEBT4jPT86dXc7z0QIWnI79UsIm6AxpyOKEZKS55ZSgbZI87ddctNYL1RsSs1CNO210s9s2xX7QzWKoE5KYMcbc/8GgxDHAeEK8yQlA60I+UmSCiKGUmLg1iSCOEpGhNHU44CIt0k259aZ1oZWqNQ6OLKytTfEwkKpJwFvu4MkJrIZW8u/uc5sRo13ITyKFaE48WiUcwsFVrzRKwhFQQrNtMEYUH1Xy08QQJhpXMr6hDg8smrpFurwotq7bZebrbyOAqgBE7BOYDgEjTBDWiDDsDgETyDV/BmPBkvxrvxsWhdM/KZE/AHxucPJSKWeg==</latexit>

CS

PS

CS

PS
PD

<latexit sha1_base64="BL5tRDfYzvfD9yVi6qtW+eJpKpo=">AAAB6nicbVBNS8NAEJ34WetX1aOXxSJ4KkkV9FjUg8eK9gPaUDbbTbt0swm7E6GE/gQvHhTx6i/y5r9x2+agrQ8GHu/NMDMvSKQw6Lrfzsrq2vrGZmGruL2zu7dfOjhsmjjVjDdYLGPdDqjhUijeQIGStxPNaRRI3gpGN1O/9cS1EbF6xHHC/YgOlAgFo2ilh3rvtlcquxV3BrJMvJyUIUe9V/rq9mOWRlwhk9SYjucm6GdUo2CST4rd1PCEshEd8I6likbc+Nns1Ak5tUqfhLG2pZDM1N8TGY2MGUeB7YwoDs2iNxX/8zophld+JlSSIldsvihMJcGYTP8mfaE5Qzm2hDIt7K2EDammDG06RRuCt/jyMmlWK955pXp/Ua5d53EU4BhO4Aw8uIQa3EEdGsBgAM/wCm+OdF6cd+dj3rri5DNH8AfO5w/sy42P</latexit>

QD
<latexit sha1_base64="1I/9Ig73TsXXr2wh+08trEdJqZo=">AAAB6nicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhM0DwgWcLspDcZMju7zMwKIeQTvHhQxKtf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mnGCfkQHkoecUWOlh3rvrlcsuWV3DrJKvIyUIEOtV/zq9mOWRigNE1Trjucmxp9QZTgTOC10U40JZSM6wI6lkkao/cn81Ck5s0qfhLGyJQ2Zq78nJjTSehwFtjOiZqiXvZn4n9dJTXjtT7hMUoOSLRaFqSAmJrO/SZ8rZEaMLaFMcXsrYUOqKDM2nYINwVt+eZU0K2XvolypX5aqN1kceTiBUzgHD66gCvdQgwYwGMAzvMKbI5wX5935WLTmnGzmGP7A+fwB7lGNkA==</latexit>

P
<latexit sha1_base64="bzZbWfGTwOVHfOXRUHQsbNaA++g=">AAAB6HicbVDLSgMxFL1TX7W+qi7dBIvgqsxUQZdFNy5bsA9oB8mkd9rYTGZIMkIZ+gVuXCji1k9y59+YtrPQ1gOBwznnkntPkAiujet+O4W19Y3NreJ2aWd3b/+gfHjU1nGqGLZYLGLVDahGwSW2DDcCu4lCGgUCO8H4duZ3nlBpHst7M0nQj+hQ8pAzaqzUbDyUK27VnYOsEi8nFchh81/9QczSCKVhgmrd89zE+BlVhjOB01I/1ZhQNqZD7FkqaYTaz+aLTsmZVQYkjJV90pC5+nsio5HWkyiwyYiakV72ZuJ/Xi814bWfcZmkBiVbfBSmgpiYzK4mA66QGTGxhDLF7a6EjaiizNhuSrYEb/nkVdKuVb2Laq15Wanf5HUU4QRO4Rw8uII63EEDWsAA4Rle4c15dF6cd+djES04+cwx/IHz+QOq54zY</latexit>

Q
<latexit sha1_base64="TIwmk8u21VOUoY7U7p41qYBa1Ac=">AAAB6HicbVBNS8NAEJ3Ur1q/qh69LBbBU0mqoMeiF48t2FpoQ9lsJ+3azSbsboQS+gu8eFDEqz/Jm//GbZuDtj4YeLw3w8y8IBFcG9f9dgpr6xubW8Xt0s7u3v5B+fCoreNUMWyxWMSqE1CNgktsGW4EdhKFNAoEPgTj25n/8IRK81jem0mCfkSHkoecUWOlZrNfrrhVdw6ySrycVCBHo1/+6g1ilkYoDRNU667nJsbPqDKcCZyWeqnGhLIxHWLXUkkj1H42P3RKzqwyIGGsbElD5urviYxGWk+iwHZG1Iz0sjcT//O6qQmv/YzLJDUo2WJRmApiYjL7mgy4QmbExBLKFLe3EjaiijJjsynZELzll1dJu1b1Lqq15mWlfpPHUYQTOIVz8OAK6nAHDWgBA4RneIU359F5cd6dj0VrwclnjuEPnM8frGuM2Q==</latexit>

S
<latexit sha1_base64="vFchJGr6Z+gyWiveB04FdIL/myI=">AAAB6HicbVDLTgJBEOzFF+IL9ehlIjHxRHbRRI9ELx4hyiOBDZkdemFkdnYzM2tCCF/gxYPGePWTvPk3DrAHBSvppFLVne6uIBFcG9f9dnJr6xubW/ntws7u3v5B8fCoqeNUMWywWMSqHVCNgktsGG4EthOFNAoEtoLR7cxvPaHSPJYPZpygH9GB5CFn1Fipft8rltyyOwdZJV5GSpCh1it+dfsxSyOUhgmqdcdzE+NPqDKcCZwWuqnGhLIRHWDHUkkj1P5kfuiUnFmlT8JY2ZKGzNXfExMaaT2OAtsZUTPUy95M/M/rpCa89idcJqlByRaLwlQQE5PZ16TPFTIjxpZQpri9lbAhVZQZm03BhuAtv7xKmpWyd1Gu1C9L1ZssjjycwCmcgwdXUIU7qEEDGCA8wyu8OY/Oi/PufCxac042cwx/4Hz+AK9zjNs=</latexit>

D
<latexit sha1_base64="WoflC9OsYADNdO+14nzcYBdCAmo=">AAAB6HicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhMwDwgWcLspDcZMzu7zMwKIeQLvHhQxKuf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mHGCfkQHkoecUWOl+l2vWHLL7hxklXgZKUGGWq/41e3HLI1QGiao1h3PTYw/ocpwJnBa6KYaE8pGdIAdSyWNUPuT+aFTcmaVPgljZUsaMld/T0xopPU4CmxnRM1QL3sz8T+vk5rw2p9wmaQGJVssClNBTExmX5M+V8iMGFtCmeL2VsKGVFFmbDYFG4K3/PIqaVbK3kW5Ur8sVW+yOPJwAqdwDh5cQRXuoQYNYIDwDK/w5jw6L86787FozTnZzDH8gfP5A5i3jMw=</latexit>

PD
<latexit sha1_base64="BL5tRDfYzvfD9yVi6qtW+eJpKpo=">AAAB6nicbVBNS8NAEJ34WetX1aOXxSJ4KkkV9FjUg8eK9gPaUDbbTbt0swm7E6GE/gQvHhTx6i/y5r9x2+agrQ8GHu/NMDMvSKQw6Lrfzsrq2vrGZmGruL2zu7dfOjhsmjjVjDdYLGPdDqjhUijeQIGStxPNaRRI3gpGN1O/9cS1EbF6xHHC/YgOlAgFo2ilh3rvtlcquxV3BrJMvJyUIUe9V/rq9mOWRlwhk9SYjucm6GdUo2CST4rd1PCEshEd8I6likbc+Nns1Ak5tUqfhLG2pZDM1N8TGY2MGUeB7YwoDs2iNxX/8zophld+JlSSIldsvihMJcGYTP8mfaE5Qzm2hDIt7K2EDammDG06RRuCt/jyMmlWK955pXp/Ua5d53EU4BhO4Aw8uIQa3EEdGsBgAM/wCm+OdF6cd+dj3rri5DNH8AfO5w/sy42P</latexit>

QD
<latexit sha1_base64="1I/9Ig73TsXXr2wh+08trEdJqZo=">AAAB6nicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhM0DwgWcLspDcZMju7zMwKIeQTvHhQxKtf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mnGCfkQHkoecUWOlh3rvrlcsuWV3DrJKvIyUIEOtV/zq9mOWRigNE1Trjucmxp9QZTgTOC10U40JZSM6wI6lkkao/cn81Ck5s0qfhLGyJQ2Zq78nJjTSehwFtjOiZqiXvZn4n9dJTXjtT7hMUoOSLRaFqSAmJrO/SZ8rZEaMLaFMcXsrYUOqKDM2nYINwVt+eZU0K2XvolypX5aqN1kceTiBUzgHD66gCvdQgwYwGMAzvMKbI5wX5935WLTmnGzmGP7A+fwB7lGNkA==</latexit>

P
<latexit sha1_base64="bzZbWfGTwOVHfOXRUHQsbNaA++g=">AAAB6HicbVDLSgMxFL1TX7W+qi7dBIvgqsxUQZdFNy5bsA9oB8mkd9rYTGZIMkIZ+gVuXCji1k9y59+YtrPQ1gOBwznnkntPkAiujet+O4W19Y3NreJ2aWd3b/+gfHjU1nGqGLZYLGLVDahGwSW2DDcCu4lCGgUCO8H4duZ3nlBpHst7M0nQj+hQ8pAzaqzUbDyUK27VnYOsEi8nFchh81/9QczSCKVhgmrd89zE+BlVhjOB01I/1ZhQNqZD7FkqaYTaz+aLTsmZVQYkjJV90pC5+nsio5HWkyiwyYiakV72ZuJ/Xi814bWfcZmkBiVbfBSmgpiYzK4mA66QGTGxhDLF7a6EjaiizNhuSrYEb/nkVdKuVb2Laq15Wanf5HUU4QRO4Rw8uII63EEDWsAA4Rle4c15dF6cd+djES04+cwx/IHz+QOq54zY</latexit>

Q
<latexit sha1_base64="TIwmk8u21VOUoY7U7p41qYBa1Ac=">AAAB6HicbVBNS8NAEJ3Ur1q/qh69LBbBU0mqoMeiF48t2FpoQ9lsJ+3azSbsboQS+gu8eFDEqz/Jm//GbZuDtj4YeLw3w8y8IBFcG9f9dgpr6xubW8Xt0s7u3v5B+fCoreNUMWyxWMSqE1CNgktsGW4EdhKFNAoEPgTj25n/8IRK81jem0mCfkSHkoecUWOlZrNfrrhVdw6ySrycVCBHo1/+6g1ilkYoDRNU667nJsbPqDKcCZyWeqnGhLIxHWLXUkkj1H42P3RKzqwyIGGsbElD5urviYxGWk+iwHZG1Iz0sjcT//O6qQmv/YzLJDUo2WJRmApiYjL7mgy4QmbExBLKFLe3EjaiijJjsynZELzll1dJu1b1Lqq15mWlfpPHUYQTOIVz8OAK6nAHDWgBA4RneIU359F5cd6dj0VrwclnjuEPnM8frGuM2Q==</latexit>

S
<latexit sha1_base64="vFchJGr6Z+gyWiveB04FdIL/myI=">AAAB6HicbVDLTgJBEOzFF+IL9ehlIjHxRHbRRI9ELx4hyiOBDZkdemFkdnYzM2tCCF/gxYPGePWTvPk3DrAHBSvppFLVne6uIBFcG9f9dnJr6xubW/ntws7u3v5B8fCoqeNUMWywWMSqHVCNgktsGG4EthOFNAoEtoLR7cxvPaHSPJYPZpygH9GB5CFn1Fipft8rltyyOwdZJV5GSpCh1it+dfsxSyOUhgmqdcdzE+NPqDKcCZwWuqnGhLIRHWDHUkkj1P5kfuiUnFmlT8JY2ZKGzNXfExMaaT2OAtsZUTPUy95M/M/rpCa89idcJqlByRaLwlQQE5PZ16TPFTIjxpZQpri9lbAhVZQZm03BhuAtv7xKmpWyd1Gu1C9L1ZssjjycwCmcgwdXUIU7qEEDGCA8wyu8OY/Oi/PufCxac042cwx/4Hz+AK9zjNs=</latexit>

D
<latexit sha1_base64="WoflC9OsYADNdO+14nzcYBdCAmo=">AAAB6HicbVDLSgNBEOyNrxhfUY9eBoPgKexGQY9BPXhMwDwgWcLspDcZMzu7zMwKIeQLvHhQxKuf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mHGCfkQHkoecUWOl+l2vWHLL7hxklXgZKUGGWq/41e3HLI1QGiao1h3PTYw/ocpwJnBa6KYaE8pGdIAdSyWNUPuT+aFTcmaVPgljZUsaMld/T0xopPU4CmxnRM1QL3sz8T+vk5rw2p9wmaQGJVssClNBTExmX5M+V8iMGFtCmeL2VsKGVFFmbDYFG4K3/PIqaVbK3kW5Ur8sVW+yOPJwAqdwDh5cQRXuoQYNYIDwDK/w5jw6L86787FozTnZzDH8gfP5A5i3jMw=</latexit>

PW
<latexit sha1_base64="HuK36RUF8K1fUUkZcqG+puys44E=">AAACBHicbVC7TsMwFHV4lvIKMHaJqJAYqioulehYlQHGguhDSqPIcd3WquNEtoNURRlY+BUWBhBi5SPY+BvcNAO0HOlKR+fc6+t7/IhRqWz721hb39jc2i7sFHf39g8OzaPjrgxjgUkHhywUfR9JwignHUUVI/1IEBT4jPT86dXc7z0QIWnI79UsIm6AxpyOKEZKS55ZSgbZI87ddctNYL1RsSs1CNO210s9s2xX7QzWKoE5KYMcbc/8GgxDHAeEK8yQlA60I+UmSCiKGUmLg1iSCOEpGhNHU44CIt0k259aZ1oZWqNQ6OLKytTfEwkKpJwFvu4MkJrIZW8u/uc5sRo13ITyKFaE48WiUcwsFVrzRKwhFQQrNtMEYUH1Xy08QQJhpXMr6hDg8smrpFurwotq7bZebrbyOAqgBE7BOYDgEjTBDWiDDsDgETyDV/BmPBkvxrvxsWhdM/KZE/AHxucPJSKWeg==</latexit>

gains from 
trade

7. Welfare:

• The summation of every buyersʹ:
– Willingness to buy ‑ Price = Consumerʹs surplus (CS)

∗ i.e. the triangular area between the demand curve and equilibrium price
– Willingness to buy = Consumerʹs value (valuation to the good)

∗ i.e. “entire” trapezoid area below the demand curve
• The summation of every sellersʹ:

– Price ‑ Willingness to sell = Producerʹs surplus (PS)
∗ i.e. the triangular area between equilibrium price and supply curve

– Willingness to sell = Cost (area under the supply curve)
∗ i.e. “entire” trapezoid area below the supply curve

• Total Surplus = CS + PS = Consumerʹs valuation ‑ Cost
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8. Tariff: a tax on imports.

• The price facing by domestic buyers & sellers is (Pw + T ).

P

<latexit sha1_base64="flHvBSAL7UsNTVVRDVckrOx35KE=">AAAB6HicbVDLSgMxFL1TX7W+qi7dBIvgqsxIRZdFNy5bsA9oB8mkd9rYTGZIMkIZ+gVuXCji1k9y59+YtrPQ1gOBwznnkntPkAiujet+O4W19Y3NreJ2aWd3b/+gfHjU1nGqGLZYLGLVDahGwSW2DDcCu4lCGgUCO8H4duZ3nlBpHst7M0nQj+hQ8pAzaqzUbDyUK27VnYOsEi8nFchh81/9QczSCKVhgmrd89zE+BlVhjOB01I/1ZhQNqZD7FkqaYTaz+aLTsmZVQYkjJV90pC5+nsio5HWkyiwyYiakV72ZuJ/Xi814bWfcZmkBiVbfBSmgpiYzK4mA66QGTGxhDLF7a6EjaiizNhuSrYEb/nkVdK+qHq16mWzVqnf5HUU4QRO4Rw8uII63EEDWsAA4Rle4c15dF6cd+djES04+cwx/IHz+QOsMYzc</latexit>

Q

<latexit sha1_base64="yE+iQjrlZcV8CEFaNEB6+KVdXbw=">AAAB6HicbVBNS8NAEJ3Ur1q/qh69LBbBU0mkoseiF48t2FpoQ9lsJ+3azSbsboQS+gu8eFDEqz/Jm//GbZuDtj4YeLw3w8y8IBFcG9f9dgpr6xubW8Xt0s7u3v5B+fCoreNUMWyxWMSqE1CNgktsGW4EdhKFNAoEPgTj25n/8IRK81jem0mCfkSHkoecUWOlZrNfrrhVdw6ySrycVCBHo1/+6g1ilkYoDRNU667nJsbPqDKcCZyWeqnGhLIxHWLXUkkj1H42P3RKzqwyIGGsbElD5urviYxGWk+iwHZG1Iz0sjcT//O6qQmv/YzLJDUo2WJRmApiYjL7mgy4QmbExBLKFLe3EjaiijJjsynZELzll1dJ+6Lq1aqXzVqlfpPHUYQTOIVz8OAK6nAHDWgBA4RneIU359F5cd6dj0VrwclnjuEPnM8frbWM3Q==</latexit>

D

<latexit sha1_base64="hCmBNHNvFxQxjZO7jIeHUAi9pJo=">AAAB6HicbVDLSgNBEOyNrxhfUY9eBoPgKexKRI9BPXhMwDwgWcLspDcZMzu7zMwKIeQLvHhQxKuf5M2/cZLsQRMLGoqqbrq7gkRwbVz328mtrW9sbuW3Czu7e/sHxcOjpo5TxbDBYhGrdkA1Ci6xYbgR2E4U0igQ2ApGtzO/9YRK81g+mHGCfkQHkoecUWOl+l2vWHLL7hxklXgZKUGGWq/41e3HLI1QGiao1h3PTYw/ocpwJnBa6KYaE8pGdIAdSyWNUPuT+aFTcmaVPgljZUsaMld/T0xopPU4CmxnRM1QL3sz8T+vk5rw2p9wmaQGJVssClNBTExmX5M+V8iMGFtCmeL2VsKGVFFmbDYFG4K3/PIqaV6UvUr5sl4pVW+yOPJwAqdwDh5cQRXuoQYNYIDwDK/w5jw6L86787FozTnZzDH8gfP5A5oBjNA=</latexit>

S

<latexit sha1_base64="ubwbK8cGZkWbMLWFFThCwgBxy5s=">AAAB6HicbVDLTgJBEOzFF+IL9ehlIjHxRHYNRo9ELx4hyiOBDZkdemFkdnYzM2tCCF/gxYPGePWTvPk3DrAHBSvppFLVne6uIBFcG9f9dnJr6xubW/ntws7u3v5B8fCoqeNUMWywWMSqHVCNgktsGG4EthOFNAoEtoLR7cxvPaHSPJYPZpygH9GB5CFn1Fipft8rltyyOwdZJV5GSpCh1it+dfsxSyOUhgmqdcdzE+NPqDKcCZwWuqnGhLIRHWDHUkkj1P5kfuiUnFmlT8JY2ZKGzNXfExMaaT2OAtsZUTPUy95M/M/rpCa89idcJqlByRaLwlQQE5PZ16TPFTIjxpZQpri9lbAhVZQZm03BhuAtv7xKmhdlr1K+rFdK1ZssjjycwCmcgwdXUIU7qEEDGCA8wyu8OY/Oi/PufCxac042cwx/4Hz+ALC9jN8=</latexit>

A

B

C D E F
G

Pw

<latexit sha1_base64="VRONvBHr8Er1gGfRq25XP51LnAY=">AAAB+XicbVDLSsNAFL2pr1pfUZduBovgqiSi6LLoxmUF+4A2hMlk0g6dTMLMpFJC/8SNC0Xc+ifu/BunaRbaeuDC4Zx75849QcqZ0o7zbVXW1jc2t6rbtZ3dvf0D+/Coo5JMEtomCU9kL8CKciZoWzPNaS+VFMcBp91gfDf3uxMqFUvEo56m1IvxULCIEayN5Nv2oHgjlzSc5S3/aebbdafhFECrxC1JHUq0fPtrECYki6nQhGOl+q6Tai/HUjPC6aw2yBRNMRnjIe0bKnBMlZcXW2fozCghihJpSmhUqL8nchwrNY0D0xljPVLL3lz8z+tnOrrxcibSTFNBFouijCOdoHkMKGSSEs2nhmAimfkrIiMsMdEmrJoJwV0+eZV0LhruZePq4bLevC3jqMIJnMI5uHANTbiHFrSBwASe4RXerNx6sd6tj0VrxSpnjuEPrM8fVSCUHw==</latexit>

Tariff (T)

imports (with tariff)

imports (free trade)

Pw + T

<latexit sha1_base64="61+MgatbVcPjg/ZkqGBtOD0HAzU=">AAAB/HicbVDLSsNAFJ3UV62vaJduBosgCCWRii6LblxW6AvaECbTm3bo5MHMRAmh/oobF4q49UPc+TdO0yy09cCFwzn3zp17vJgzqSzr2yitrW9sbpW3Kzu7e/sH5uFRV0aJoNChEY9E3yMSOAuho5ji0I8FkMDj0POmt3O/9wBCsihsqzQGJyDjkPmMEqUl16wO8zcyjycwy1ru43l75po1q27lwKvELkgNFWi55tdwFNEkgFBRTqQc2FasnIwIxSiHWWWYSIgJnZIxDDQNSQDSyfLFM3yqlRH2I6ErVDhXf09kJJAyDTzdGRA1kcveXPzPGyTKv3YyFsaJgpAuFvkJxyrC8yTwiAmgiqeaECqY/iumEyIIVTqvig7BXj55lXQv6najfnnfqDVvijjK6BidoDNkoyvURHeohTqIohQ9o1f0ZjwZL8a78bFoLRnFTBX9gfH5Az8nlSk=</latexit>

QT
D

<latexit sha1_base64="ZsmCSstP2FDg4Kbpi0ObP2fIsJ8=">AAAB/HicbVDLSsNAFL2pr1pf0S7dDBbBVUlE0WVRFy5b6AvaGCbTSTt08mBmIoRQf8WNC0Xc+iHu/BunaRbaeuDC4Zx75849XsyZVJb1bZTW1jc2t8rblZ3dvf0D8/CoK6NEENohEY9E38OSchbSjmKK034sKA48Tnve9Hbu9x6pkCwK2yqNqRPgcch8RrDSkmtWh/kbmccTOsta7t1De+aaNatu5UCrxC5IDQo0XfNrOIpIEtBQEY6lHNhWrJwMC8UIp7PKMJE0xmSKx3SgaYgDKp0sXzxDp1oZIT8SukKFcvX3RIYDKdPA050BVhO57M3F/7xBovxrJ2NhnCgaksUiP+FIRWieBBoxQYniqSaYCKb/isgEC0yUzquiQ7CXT14l3fO6fVG/bF3UGjdFHGU4hhM4AxuuoAH30IQOEEjhGV7hzXgyXox342PRWjKKmSr8gfH5A0B9lSo=</latexit>

QT
S

<latexit sha1_base64="0jZn5sLvnX6+K9FalEsGqoQ2ku4=">AAAB/HicbVDLSsNAFJ3UV62vaJdugkVwVRJRdFl047LFvqCNYTK9aYdOJmFmIoRQf8WNC0Xc+iHu/BunaRbaeuDC4Zx75849fsyoVLb9bZTW1jc2t8rblZ3dvf0D8/CoK6NEEOiQiEWi72MJjHLoKKoY9GMBOPQZ9Pzp7dzvPYKQNOJtlcbghnjMaUAJVlryzOowfyPzWQKzrOXdP7Rnnlmz63YOa5U4BamhAk3P/BqOIpKEwBVhWMqBY8fKzbBQlDCYVYaJhBiTKR7DQFOOQ5Buli+eWadaGVlBJHRxZeXq74kMh1Kmoa87Q6wmctmbi/95g0QF125GeZwo4GSxKEiYpSJrnoQ1ogKIYqkmmAiq/2qRCRaYKJ1XRYfgLJ+8Srrndeeiftm6qDVuijjK6BidoDPkoCvUQHeoiTqIoBQ9o1f0ZjwZL8a78bFoLRnFTBX9gfH5A1dmlTk=</latexit>

QF
S

<latexit sha1_base64="Vd3jHj3OsCeUPTruVD/aSxS83VA=">AAAB+3icbVDLSsNAFL2pr1pfsS7dDBbBVUlE0WVREJct2ge0MUwm03bo5MHMRCwhv+LGhSJu/RF3/o3TNAttPXDhcM69c+ceL+ZMKsv6Nkorq2vrG+XNytb2zu6euV/tyCgRhLZJxCPR87CknIW0rZjitBcLigOP0643uZ753UcqJIvCezWNqRPgUciGjGClJdesDvI3UkH9LG25dw83mWvWrLqVAy0TuyA1KNB0za+BH5EkoKEiHEvZt61YOSkWihFOs8ogkTTGZIJHtK9piAMqnTTfm6FjrfhoGAldoUK5+nsixYGU08DTnQFWY7nozcT/vH6ihpdOysI4UTQk80XDhCMVoVkQyGeCEsWnmmAimP4rImMsMFE6rooOwV48eZl0Tuv2Wf28dVZrXBVxlOEQjuAEbLiABtxCE9pA4Ame4RXejMx4Md6Nj3lryShmDuAPjM8fcDCUtA==</latexit>

QF
D

<latexit sha1_base64="NMRv9qkJceOoSBDiuI7tHjn3eCc=">AAAB+3icbVDLSsNAFL2pr1pfsS7dDBbBVUlE0WVREZct2Ae0MUwm03bo5MHMRCwhv+LGhSJu/RF3/o3TNAttPXDhcM69c+ceL+ZMKsv6Nkorq2vrG+XNytb2zu6euV/tyCgRhLZJxCPR87CknIW0rZjitBcLigOP0643uZ753UcqJIvCezWNqRPgUciGjGClJdesDvI3UkH9LG25Nw+3mWvWrLqVAy0TuyA1KNB0za+BH5EkoKEiHEvZt61YOSkWihFOs8ogkTTGZIJHtK9piAMqnTTfm6FjrfhoGAldoUK5+nsixYGU08DTnQFWY7nozcT/vH6ihpdOysI4UTQk80XDhCMVoVkQyGeCEsWnmmAimP4rImMsMFE6rooOwV48eZl0Tuv2Wf28dVZrXBVxlOEQjuAEbLiABtxBE9pA4Ame4RXejMx4Md6Nj3lryShmDuAPjM8fWUeUpQ==</latexit>

• Trade under free trade (F):

– Total import: QF
D ‑ QF

S

– CS = A + B + C + D + E + F
– PS = G
– TS = A + B + C + D + E + F + G

• Trade under tariff (T):

– Total import: QT
D ‑ QT

S

– CS = A + B
– PS = C + G
– Tax revenue: E (money to tax)
– TS = A + B + C + E + G
– Dead weight loss = D + F

3 Exercise

1. If a country is an exporter of a good, then it must be the case that

(a) they used an infant‑industry argument to protect its producers.

(b) the world price is greater than its domestic price.

(c) consumer surplus is higher than a no trade situation.

(d) the world price is less than its domestic price.
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2. For eachwatch Denmark produces, it gives up the opportunity tomake 50 pounds of cheese. Germany

can produce one watch for every 100 pounds of cheese it produces. Which of the following is true

concerning comparative advantage between the two countries?

(a) Denmark has the comparative advantage in watches and cheese.

(b) Germany has the comparative advantage in watches and cheese.

(c) Denmark has the comparative advantage in watches.

(d) Germany has the comparative advantage in watches.

3. Assume that England and Spain can switch between producing cheese and producing bread at a con‑

stant rate.

Labor hours needed
to make 1 unit of

Number of units
produced in 40 hours

Country Cheese Bread Cheese Bread
England 1 4 40 10

Spain 4 8 10 5

At which of the following prices would both England and Spain gain from trade with each other?

(a) 16 units of bread for 16 units of cheese.

(b) 16 units of bread for 24 units of cheese.

(c) 16 units of bread for 48 units of cheese.

(d) England and Spain could not both gain from trade with each other at any price.

4. A limit on the quantity of a good produced abroad that can be purchased domestically is called a(n)

(a) excise tax.

(b) tariff.

(c) import quota.

(d) None of the above is correct.

5. Assume, for Canada, that the domestic price of tomatoes without international trade is higher than the

world price of tomatoes. This suggests that, in the production of tomatoes,

(a) Canada has a comparative advantage over other countries and Canada will export tomatoes.

(b) other countries have a comparative advantage over Canada and Canada will import tomatoes.

(c) Canada has a comparative advantage over other countries and Canada will import tomatoes.

(d) other countries have a comparative advantage over Canada and Canada will export tomatoes.
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6. If Shawn can produce more donuts in one day than Sue can produce in one day, then

(a) Shawn has a comparative advantage in the production of donuts.

(b) Sue has a comparative advantage in the production of donuts.

(c) Shawn has an absolute advantage in the production of donuts.

(d) Sue has an absolute advantage in the production of donuts.

7. When a country that imported a particular good abandons a free‑trade policy and adopts a no‑trade

policy,

(a) producer surplus decreases and total surplus decreases in the market for that good.

(b) producer surplus decreases and total surplus increases in the market for that good.

(c) producer surplus increases and total surplus decreases in the market for that good.

(d) producer surplus increases and total surplus increases in the market for that good.

8. A tariff differs from a quota in that a tariff is

(a) levied on exports, whereas a quota is imposed on imports.

(b) levied on imports, whereas a quota is imposed on exports.

(c) a tax levied on exports, whereas a quota is a limit on the number of units of a good that can be

exported.

(d) a tax imposed on imports, whereas a quota is an absolute limit to the number of units of a good

that can be imported.

9. Assume that one dayʹs labor (one unit of labor = one day of labor) in Argentina can produce either 20

units of cloth or 2 units of wine, while in Chile one dayʹs labor can produce either 24 units of cloth or

12 units of wine. If Argentina transfers 2 units of labor from wine to cloth and Chile transfers 1 unit of

labor from cloth to wine, the increase in combined output will be:

(a) 12 wine; 12 cloths

(b) 16 wine; 16 cloths

(c) 8 wine; 16 cloths

(d) 16 wine; 8 cloths

10. When a country allows international trade and becomes an importer of a good,

(a) the gains of the winners fall short of the losses of the losers.

(b) domestic producers of the good become better off.

(c) domestic consumers of the good become better off.

(d) All of the above are correct.
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