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p
set Before 1-28 : consumers buy at P #

,
which is cheap .

While

S seller can sell at high price CP* )

p¥t - - -

pH - t - - , After tax : consumers buy at higher price at Ptt
-it

Ps
- - - - / , and producer will receive less at Ps

' D
l

,
i

Q¥tQ* a

Extra price that consumers pay
is ( Ppo - p* ) ✗ Q*+t

Extra price that producer pay is Cps - P* ) ✗ ①
*
+ t
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tax revenue a 1- ✗ Qtaxl . - - t )

d tax rev
20

dt

→ 1-
*

= a - c- t
✗ t

dtb

z at - at - 1- 4- d- ' t + b- it
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- 2T- d- b

2T = a - c - d - b
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2


