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Derivation of the Trade Offer Curve and International Equilibrium 
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Symmetry of Import and 
Export Taxes 
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Tax on importable:  Foreigners give up OD of M for OA of X 
   Domestic Residents give up EK of exportable for OE of importable   
   Government consumes CL of importable and KL of exportable 
   Tariff Rate: BC/AC 
 
Tax on exportable: BF/BH 
    
 
 
 
 

Optimum Tariff 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Production Possibilities Diagram 
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Large Country Consumption Possibilties 
 
 
 
 
 
 

Offer Curve 
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