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HW#6 Due March 4, 2021

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. Draw a well-labeled graph showing the impact of the tax. On
whom does the tax burden fall—the team’s owners, the fans, or both? Why?

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

Q5 =2P
QP =300—-P

a. Solve for the equilibrium price and quantity.

b. If the government imposes a price ceiling of $90, does a shortage or surplus (or neither) develop?
What are the price, quantity supplied, quantity demanded, and size of the shortage or surplus?

c. If the government imposes a price floor of $90, does a shortage or surplus (or neither) develop?
What are the price, quantity supplied, quantity demanded, and size of the shortage or surplus?

d. Instead of a price control, the government levies a tax on producers of $30. As a result, the new
supply curve is:

Q° = 2(P — 30).

Does a shortage or surplus (or neither) develop? What are the price, quantity supplied, quantity
demanded, and size of the shortage or surplus?
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Descriplive e xplanafion

From the gm‘,\\)’(\\e su‘,‘;\\‘ Cumve 1 a\so\u’\e\j melactic. 11 shows hat suﬂa\si for seal cant be ch amjeé & any price.

Therefore, the suppier has To be responsible on Yax burden complefely because supplier must reduce the price o be able
to sell the ficket.

5. D
0.) Qs:zp a’=a
0. 2P: 300'P
Q’=300-P) p- 4100 9 a'=200

. P=100 ,Qg " 200
p) frice will be max oY 904
- ouality demanded = 210 unils
- Guartily supplied = 130 umls
-0,570~ shorfage develop

- dhorlage $iz8= 210-140-30 unls

¢) Price wl be mivivum ot 90%

Swnce the eqd\\'\\)f\um price 15 1003, 903 % below the equ'\\'\\or'\um and hal means

price tloof A 904 1 wetfective . S0, Yhe mechanism will \eep going and the equillarium price

The
ond qm“)“"‘) wl be 100§ and 200 anils.

Price = 100§ OQpi&s=200 amits
weither surplus nar s\wor’(age_ would c\eve\oP.

d) At P=1004
af 300-9=%00-100=200
200-140= 60 Uﬂ‘ltS
0,57 2P-60= 2(100) ~ 60 = 140

T4 s shoﬁage and cize of shor*aqe ¢ 60 unifs
-Find equilibrium price +2P-60=300-P

P=120 §
-Find equilibrium quanm(j -+ 2p*2(120)= 140 unils

L ReTi0Y, Qg 240 umils



