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Here'sablowup of thelast part of the previous page and a little more explanation.
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(Assumea“hat” on all “w” herel!!).

Suppose the firm paysthetax. Then the firm’swillingness to pay for the last unit of
labor iswg, but the seller keeps only (1-tg)wg. The demand curve for labor pivots
downward. The intersection with the supply curve defines the equilibrium net wage.
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