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New price equilibrium ( Pd is now also Pay)

Qd = Qs
8 - 2 P = - Itp - I ← Producers receive a lower price , Ps =P- I
11 = 3p

11 = PAT = Pd
3

Ps = PAT - I = ¥ - I = 8g
Gag = 8 - 2 P = 8- 211g ) = Zz



3) Total tax revenue = tx Qar
= 1×2
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Consumer burden ( Area highlighted in orange)

• Extra amount that consumer have to pay
*

CB= (Pd - P ) x QAT

= (131-130)×23
= 3×23

CB = ÷
Producer burden ( Area highlighted in yellow)

• Decline in revenue producers face after tax

PB = ( P* - Ps) XQAT

= ( tf - Sf) x Ig
= Ig x Zz

PB = I
9

Producers bare larger tax burden

4) At equilibrium before tax
,
slope

Ep = %IQ = xI
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From market demand equation : Qd - 8If

-2 is the slope
Market supply : Qs = - 2 TI

t t is the slope
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Ep = ¥p

= -2 x 10
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I Epd I = 5

Esp = Off × IT
= I × 10
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= 2 . 5

I Esp l L l Edp 1
, producers have lower elasticity and hence receive
more tax burden


