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t④ 2 Consumers 1 Seller 1) draw diagrams
Q =p

A i QA = 10 - p ⇒ p -40 - a
2) tend eq

"

B : QB = 10 - Izp ⇒ 13=20 - ZQ

PC 10 ; Qm= QA + QB

1) Market Equilibrium
Qm= 20 - 1. sp

p p p > 10 ; Qm= to -Izp
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&RPPHQWV�DUH�ZHOFRPHG��3OHDVH�DOHUW�LI�W\SRV�FDXJKW��'R�QRW�FLUFXODWH�ZLWKRXW�DXWKRUuV�SHUPLVVLRQ��

ϰϭ�&KDSWHU����(TXLOLEULXP�DQG�&RPSDUDWLYH�VWDWLF�DQDO\VLV��/LQHDU�PRGHO�

([DPSOH���-��([FHVV�EXUGHQ�IRUPXOD�XQGHU�OLQHDU�PRGHO�	�7D[�5HYHQXH�PD[L]LQJ�WD[�UDWH�

�
'HPDQG�ௗ݌� ൌ ܽ െ ܾܳௗ�����Ǣ ��ܽ ൒ Ͳǡ ����ܾ ൑ ͲǤ�

�
6XSSO\����௦݌� ൌ ܿ ൅ ݀ܳ௦�������Ǣ ���݀ ൒ ͲǤ��

�
R� 6ROYH�IRU�TXDQWLW\�DQG�SULFHV�HTXLOLEULXP�ZKHQ�WKH�XQLW�WD[�LV�LPSRVHG��$QDO\]H�
WKH�UHVXOW�
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Due Monday

p
Before solve for P*,Q*
+"

P
#
= f ( g ,

b
,
, ,g ,

Beforetax
a- bQ = ( + DQ

Q*=f( a , b , C , d)
Q = a - C

Fd
After Assume
tax tax permit -_ t

p = c+d(1¥ )
news : p=C+dQ+t

p=cb+¥_a9
P¥a× = flaib , c. d. t )

Q¥a×=f(a.b. c. d.tl
P =

cbbjqdn-ftertaxa-bQ-c-dQ-ta-a-b.tt#p--i-dfa-bfjt-)P--
abjqdg
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ϰϮ�&KDSWHU����(TXLOLEULXP�DQG�&RPSDUDWLYH�VWDWLF�DQDO\VLV��/LQHDU�PRGHO�

R� 'HULYH�WKH�H[FHVV�EXUGHQ�IRUPXOD�IRU�EX\HUV�DQG�VHOOHUV�
� �

H

Consumers ' burden Tax burden on consumer per unit

= Ip ,
- P* / ✗ Qtnx = ( ( cbja¥dt_ ) - ( 'bj¥- 1)

producers
' burden

= ( p* - Ps ) ✗ Qtax
= d¥g

Tax burden on producer per unit

=t-db÷
= }÷d
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ϰϯ�&KDSWHU����(TXLOLEULXP�DQG�&RPSDUDWLYH�VWDWLF�DQDO\VLV��/LQHDU�PRGHO�

R� &DOFXODWH�WKH�WD[�UDWH�WKDW�PD[LPL]HV�WKH�WD[�UHYHQXH�RI�JRYHUQPHQW��
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tax revenue = t ✗ Qta
+1

2tave = 0

⇒ + *

Total Tax = 1- (

a-b.TL#/--a+-;I-jt'dt:Y---o=a-.:-jHt=c-za-
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ϰϲ�&KDSWHU����(TXLOLEULXP�DQG�&RPSDUDWLYH�VWDWLF�DQDO\VLV��/LQHDU�PRGHO�

([DPSOH���.�3ULFH�FRQWURO�DQG�:HOIDUH�

&RQVLGHU�WKH�PDUNHW�IRU�DSDUWPHQW�UHQWDOV�LQ�&KLFDJR���7KH�SULFH�RI�UHQW�LV�GHWHUPLQHG�
E\�WKH�IROORZLQJ�V\VWHP�RI�HTXDWLRQV��
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� 'HPDQG��݌� ൌ �െʹݍௗ �൅ �ͳ͸Ͳ�

� 6XSSO\��݌���� ൌ ௦ݍ� ൅ ͳͲ�

R� :KDW�LV�WKH�HTXLOLEULXP�SULFH�DQG�TXDQWLW\�LQ�WKH�PDUNHW�IRU�DSDUWPHQW�UHQWDOV"�
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R� 6XSSRVH�WKH�JRYHUQPHQW�WULHV�WR�FRQWURO�WKH�UHQW�SULFHV�WKURXJK�D�SULFH�FHLOLQJ�
RI������'LVFXVV�WKH�LPSOLFDWLRQ�RI�WKLV�SROLF\��,V�WKHUH�DQ\�GHDGZHLJKW�ORVV"�
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- 29+160 = 9+10H
150 = 3 Q

Q = so

p = GO

P = 40H?⃝
Qd ; 40 = - ZQ -1160

Q = 80

Qs ; 40 = Q -110

Q = 20

so ,
excess demand = so

i. There is DWL b/c it is not in eqrd


