Chapter 3: Equilibrium and Comparative static analysis: Linear model
Example 3.J: Excess burden formula under linear model & 'Tax-Revenne-maxizing tax rate

Demand:pd=a—de ;a=20 b<O.
Supply :p*=c+dQ° ; d=0.

o Solve for quantity and prices equilibrium when the unit tax is imposed. Analyze
the result
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Chapter 3: Equilibrium and Comparative static analysis: Linear model

o Derive the excess burden formula for buyers and sellers

S
'? - C"dQs ?A= ?S-\-'\'
sc+d[3=C¢ _ p° - cbida Q4 v
¢ bw Y3 bed
. _ *
ct+ d(a-0) _ﬁ Pd =CL—A¢3 b +
b+a b+d — + |
ok b +d bte
?(H - ¢b +da 4t
b+d b+d
S
b, p¢ depends on Yax {22 \ bco"'s‘“‘"e“ borden
Jr=0»¥>o-a\M’\=cﬁ o Lad
b+d - ¢
| 9.54—2,‘* A Bewm brden
\A Yé‘ - ﬁ, A consumer bupden .- ‘(', «\ : LY
J 1 Ags (+¢%) A ¢
\
‘A?s\ i %s a_QS TP_; R 2(‘
AY  AD - & (e3+¢”)
b0 pet L L L 1
A&Ai +};Q_S_ i %sl -»/\\ p(rm \avC]gE"
4 G PN
Y : -;—; J
| _\__ ‘T—"‘ - 2_
IR i’;q’s g
17288 7

© Kittichai Saelee; Version: DEC, 23th 2021.

Comments are welcomed. Please alert if typos caught. Do not circulate without author’s permission.



Chapter 3: Equilibrium and Comparative static analysis: Linear model

o Calculate the tax rate that maximizes the tax revenue of government.

T-1-a
T-%).[e=t _4

btd  bid
: -C ?
T(H) - (iﬂ)ﬂr - 4

b +d
. a-c 2

— —

b +d b4d

¥ —
‘k Maximize | (H

© Kittichai Saelee; Version: DEC, 23th 2021.
Comments are welcomed. Please alert if typos caught. Do not circulate without author’s permission.



