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From the graph above
,
at the original price and quantity = $ Po

and $ 8.ooo
tickets respectively .

Then
,
the buyer is levied $5 per ticket causing D shift to D !

At the same price level Po
,

there is an excess supply = 38,000 - Q 'd > o ,

so the price tends to
fall as long as the excess supply exists .

The new equilibrium price is at P
,
because it satisfies the eq .

condition I excess supply = a) where the eq . quantity remains the same

at 38,000 tickets
.

According to the graph above
,
the sellers could get the price Po

before tax
.

Nevertheless
,
the sellers can now get only P

,
= Po - 5 after

the tax
.

For the buyer , the price it has to pay is Po before the tax .

However
,
the buyers pay sellers

at the price P
,
=P
,
- 5 and tax $5 .

The total amount paid by buyers ( after the tax has been levied 1 is

P
,
-15 =P

,

- 5+5 = Po

To conclude
,

the tax burden falls to the seller only because the seller

gets the price $5 lower while the buyer pays the same price as the free
-tax price .

From the eltsti cities
, hs_ =

tax burden on the buyer

/ yp / tax burden on the seller

since 4s is o l perfectly inelastic ) , the buyer bears no
tax burden at all .




































⑧ At equilibrium , Qs = QD .

Then
,

212
= 300 - p

PE = $100

We have PE then we can compute QE by put PE in Demand / Supply

equation .

A = 2 CPE )

Q = 211001

QE = zoo units
.

Thus
, equilibrium point ( P , A) =( 100,2001
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If the government sets the price ceiling below the eq . price ,

there will be a shortage .

At the price = $90

A GS = 21901 = 180

→ At 2 300 - (901 a 270

i. We can see that there is an
excess demand C shortage )

= Qd - Qs= zzo - zgo = zo units at price ceiling = $90
*
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If the government sets price floor
at $90 Which is

lower than the eq . price ,
it creates no effect because

price floor
-

"
minimum

"

price treated in the market
.
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→ The new eq . is at point F C 220
,
1801

→ At original price $200 ,
Q
'
= 21100-301=740

while Qtz goo - noo a 200 . Theme is an excess demand

= qd - as = 200-7402 Go . Therefore
, price tent to I neven

*


