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¥ 9. See Figure 9.10. With the price increase, producers gain A, but lose D. The payment x must be
enough to compensate producers for their net loss from the price increase (x = D — A). With this
payment, producer welfare is unchanged, but consumer welfare falls by A + B. With a price support
program, consumer surplus would be the same as with the lump sum payment program, but producer
surplus would be A + B+ C+ D + E+ F. A quota set at Q, producer surplus is A + B+ C+ D +E.
With the quota set at Q, producer surplus is A + C.
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# 12. See Figure 9.13. The government prefers the tariff. In either case, consumer surplus is reduced to
area A. With the quota, the government collects no revenue. With the tariff, the government collects
B+ C+ D + E as revenue,

3 Fi% 4, 13

per unit Q’= Quota

Py
Po T
Py-7

Q @ Q, Output per year
430 Do w feet

§° 3y SSbufpe e et



