9. At Fenway Park, home of the Boston Red Sox, seating is limited to about 38,000. Hence, the number of
tickets issued is fixed at that figure. Seeing a golden opportunity to raise revenue, the City of Boston
levies a per ticket tax of $5 to be paid by the ticket buyer. Boston sports fans, a famously civic-minded
lot, dutifully send in the $5 per ticket. Diawaanvellslabelédigraph showing theliffipactiofithieas. On

whomdoesithetaxsburdensfall —the team’s owners, the fans, or both? Why?
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Fraom the 9vaph, +he origindl price of ticket if P, dnd quantity OF HcKet iy 32000.

When the bugyer levied §5 Per ticket, the detdnd decredse from D to D' dnd
cavse excess Supply = 38,000 -Q4> G . The price to dvep from Py to Py to get rid of

excess Supply = 0 und ticket quantity remdin the fame

At fivgt o the JSeller could get price at Po. After collect +ax | the Seller can get only Py (P4-5).

The buyer still pay at Py, +ne same price before the tax woS collect.

Therefore , the tax burden falls fo the Seller because the price got down ss to puy tax.

S thig i perfectly ineldstic



10. A market is described by the following supply and demand curves:

o

Q% =2P
QP =300-P

. Solve for the equilibrium price and quantity.

. If the government imposesiaipricerceilifiglofi$90p does a shortage or surplus (or neither) develop?

What are the price, quantity supplied, quantity demanded, and size of the shortage or surplus?

. If the governmengifiposesiapricenfloonoN$90) does a shortage or surplus (or neither) develop?

What are the price, quantity supplied, quantity demanded, and size of the shortage or surplus?

. Instead of a price control, the governmenglieviesiataxionproducersiofi$3® As a result, the new

supply curve is:

Q° =2(P-30).

(Doesiashortageorsurplusi(orneithen develop” What are the price, quantity supplied, quantity
demanded, and size of the shortage or surplus?

10. a) equilibrivm = Q7 = Q°
2P = 300-P
3P = 300/3
Pe = $ 100
for Qg = 2P
= 2(100)
2 200 vnit

equilibrium point (100,200)

b)
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Since the Joverment fe+ price ceiling
below +he equlibrium price, there will

be a4 Shavtage.

3
At price =§$90 210 =130 = 30
excess demdnd
QS = 2(P) S A+ erice ceiling +there if
Price ceiling
=2(¢%0) =180 excess demdnd.
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I D
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Q
= 300- 90 = 210
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There i hot Shortage because the government Set price floovr at § 90
which is lower than +he equilibrivm Pprice =4 100
d) P
5 new QT = 2(P-30)
Point F : 2(P-30) = 300-Pp
$
exce sy 2P~-60 = 300-P
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— new equilibrium ( point B) is at (120,180)
— At old price, there is excess demdnd becavse
QS = 2(100-30) = 140 whitle Q9 = 300 -100 =200
Q¥- Q@ = 200-140 =60
— Jo Price has to increave until there is

no excesy demand.



