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Since the premium is not fair,
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K < D
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damage D = 24000
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24000 = K + (1/3)K = (4/3)K	K = 24000 (3/4) = 18000
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then output is :
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monopoly
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               Since W is not Pareto efficient,

Mauro Caminati
Font monospazio
is  |TRS|
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with interior solution
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= w1 / w2
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initial demand
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final demand
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at initial prices (1, 1) the consumer
buys only good x.
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at final prices (3, 1) the consumer buys only good y
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with perfect substitutes, the substitution effect
explains the entire demand change 




