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Fill in the blank/short answer - may be more than one word. (1.5 points each)

1 A tariff levied as a percentage of the value of a good is a(n) ad velovem  tariff.

2) Losses that are not transferred to any other agent are &Q&&wak{\\)\\i‘
losses.

3) Briefly describe one way in which the importing country can obtain the rents from
an import quota: . ‘
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4) A large country has the ability to gain in welfare from imposing a tariff because
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Use the following graph of U.S. market for yo-yos to answer questions 5-9 (2
points each). Assume that P1 is the free trade price and P2 is the domestic price
which includes the tariff:

$ U.S. Market for Yo-yos
S 6) Calculate the ad
- valorem tariff.
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7) Which lettered region(s) represent the producer surplus gain to U.S. producers of yo-

2
P Ued v




ECN 481/581 - Prof. Blonigen NAME:  ANsder KEeY

Keep referring to the diagram on the first page for questions 8 and 9.

8) Which lettered region(s) represent the consumer surplus lost by U.S. consumers?
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9) Which Iettered region(s) represent the tariff revenue collected?
Calculate the dollar value of the tariff revenues:

Tocibf vvug. = feeith et Ganbely

10) Draw an offer curve diagram of the U.S. and Pago Pago on the axes below for
the following situations — 1) free trade, and 2) the U.S. puts on a binding import
quota. Make sure to label free trade offer curves as Rys and Rpp, for the U.S. and
Pago Pago, respectively. Then label the new U.S. offer curve after the quota is in place

as Rq. (3 points)

US Imports of Gum
PP Exports of Gum

PP Imports of Medicine
Us Exports of Medicine

11) What happens to the international terms of trade from the perspective of Pago Pago
when the US puts on the import quota in the diagram in question 10 above? (improve or
worsen) worsens (1.5 points)




