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1.Suppose that a government set its tariff rate to maximize its welfare.

Then, does the government adopt a specific or an ad valorem tariff? 2. We assume that the government

consists of a subsidy agency, tariff agency, and coordination agency.
To seek the goverment®s ultimate goal,coordination agency is obliged to coordinate its agencies.What

is the optimal degree of interagency coordination of subsidy and tariff policies?We obtained the
following results.1If the demand curve is concave (log-convex), the government should adopt ad
valorem (specific) tax. 2. If the preference of the coordinating department is consumer surplus
maximization or total surplus maximization, the coordinating department forces the customs
department and the subsidy department to pursue private interests in both departments. On the other
hand, if the preference of the coordinating department is to maximize producer surplus (tariff
revenue), the coordinating department may encourage partial cooperation.
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