
i draw diagrams ✗ find eqbm

2 consumers P Consumer A
P consumer B

A : QA = 10 - P → P = 10 - Q
lo lo DB

B : QB = 10 - OSP → P = 20 - 20,
8 8

6 6

if P = 10
, 4 4

Qd
,

= 0 QBD = S
z DA 2

I ' l l ' l Q
for P 7 10

,

consumer A will not buy 2 4 6 8 10 iz I I f
'

g I I Q

p

mkt

mkt
= {

" ° ' O'SP if p , , ,

QP

20 - 1.SP if P C 10
10 -

l seller

Q
,
=P

I ' l l ' Q
2 4 6 8 10 I

p Eqbmcond
'

: Qs = Qd

mkt s

① when P 7 10

P = 10 - 0 . SP
10-

1. SP = 10

pit = 20 Q* = 20
-

3 3
I ' l l ' l Q

② when P C to

P = 20 - 1. SP

2. SP = 20

pit = 8 Q* = 8

i. In equilibrium
,
we will have 2 buyers and 1 seller

.
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Before tax :

find Q☒ : pd = ps find P* : P
*
= Ct d( a - c)

btd
d- bQ = Ct dQ

= cbtcd + ad - Ed
d - C = ( b. + d) Q

btd

i. Q* = a - C
= cbtad

btd btd

After tax :

Assume that tax per unit = t find Ps : PB = Pst tax

news : Ps = C+dQ + t i. P
, =

be -1 ad - dt + t

btd btd

find QE : pd = ps
= bctad - Yd -1 / bttdt )d- bQ = Ct dQtt btd btd btd

a- C - t = lbtd ) Q = be + ad - bt

btd btd

QI = Id- C - t ) = a - C -
t

lbtd ) btd btd

find p* : Ptt = Ct dQt → old supplyt

= Pg
= Ctd / d - C -

t

btd btd )
= cbtcd

+
da - de - dt

bed bed btd

= Cb + ad
- dt

btd btd
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excess burden :

for consumer = I PB - Pt
't
) Qt

dt
-

Cbt ad
= ( Cbt ad -

b+ , / ( d - C -
t

btd btd btd btd ]

= dt [ a - C -
t

btd btd btd ] #

for producer = ( Pt - Ps ) Qt

be + ad -
bctdd tbt ) ( a - C -

t= ( bid btd btd btd btd ]

= bt

bid [ d - C -
t

btd btd ) #
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find tax rev :

Tax rev = t.at = t [ a- C -
t

btd btd ]

= at - Ct
- t2

bid btd

2 Taxrev = btdla - c) - ( bid ) ( 2T )
at cbtd )× I b+dF

0 = d - C - zt

btd btd

0 = a - c- 2T

It = d - c

t = a - C

z
#
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pd = ps p* = 50+10
-

Zqd + 160 = 9s -110
i. PA = 60

#150 = 3g

qt = So

#

p p

find q
,

: Pc = Ps qd : Pc = Pg160 s 160 s

100
DWL

40 = of
,
+ to 40 = -2yd + 160

Go ← 60

40
Ps | Pc 40

ps y | y
P
,

i. Gs = so
i ' Gd = 60

10 ☐ 10 D

q q At q = so

so 30 so 60

P = - 2130 ) + 160
without ceiling price with ceiling price

p = 100

Wto ceiling price w/ ceiling price
The implication of this Policy creates the DWL

CS 112 ' 100 . SO = 2500 30.60+42.60-30 = 2700

to the society which equals t 1201160 ) = 600 .

PS 112 . SO . SO = 1250
' 12 . 30 . 30 = 450It also increases consumer surplus by 200

,

but

lowers the producer surplus by goo
.

DWL 0 600

total 3750 3750


