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Problem 3, poqe A0

TA& S,qse.cificfamf owc O.S adds o the e_xporf“
Su@@iy_pri,c.@., Solve X e p(f«M«‘% P) o

X +40= 40P o

NMowo add O.5
2= 0.025(+5.. Ao sl for X
005K = K- /§ __Multiply both sides by 40
X= 40P ~(O - Set X=M
H0Pr -0 = 80-40Fr
80Pr= o

Pr=4=175 > P = Pr-05=/35

e ————

Qr = 80-40(L.75)= 30-70= 10
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) Peice of h)kud T How.q_ P/’ /.75
. " Farerﬁn pr=1.25
};D Qu.o.v\‘}'\"r\j o+ ineot . . Demande Suephd
Home - 100-36(1.75) 20+20(1.75)
__100-35 . g0+ 35
65 55
o M=D-S=L
Foregqn _  &80-20(125) HO+90(1.a5)
.. B0-25 HO+d5
: 35 &5

The effect of ¢ hc_“twag_\f_{_ on the toelfae of..

9"

() Home's nnpaff"Ccmpa*ms producers = area a
area. O, + oNea ol
(P-r ﬂ.;)[&_Q‘FQQPm) + I(PT Pw) (yy Sw) )
(173 -1.5) (20¢ 20(15) +_O.5(0as) (55-59)
0as ( 56  +  0.a5 (5)
s .+ 0.6a5
ovea a = 13125
Note Q5= b= O 65 avd, her¢ b= a( =0,635
Here c =€ = ;,,tncv’-’) = z(0.5)10= A.5
@) Consumers lose (6875 =dro + c +cl = (3.135+0.645+2.5+0.625
(3) Home's gov't revenue = C + €= 0.5010) = §
,nTﬂain =e=a,5; Q'F?ffCIency loss= bd= i-QSS Afﬁfa‘vﬁzlﬁgs
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