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According to the graph , At first price Po

Qd 0

Then
,
the buyers are levied $5 per ticket .

It makes

D shifts to D
'

. There is excess supply as the supply is more than

demand
.

Excess supply = 38
,
ooo - ad

'

> 0
,
so the price has

to be lowered to Pr
. Also

,
the equilibrium shifts from

E to F and the excess supply = 0

As there is excess supply ,
the seller will have tax burden

and the buyers get price lower by 5$

hs = tax burden on buyers
Mpl tax burden on sellers

since y , is o it is perfectly inelastic
, buyers don't have

tax burden *




































At equilibrium E
,

Qs = Qd

LP = 300 - p

PE = 100

We have Pe then we can compute QE by put PE in D
,
S

G = ZP

A = 219001

QE = 200 units

Thus
, equilibrium point IP , Q )

= 1100,2001
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200 If the government sets

price ceiling below

the equilibrium price ,
100 -
- - →

,
go . .

Price ceiling there will be excess demand
1 I 1 Or shortage .
1

,

I
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D: 10--300 -Qd

i 1 I Q
Qs 200 Qd

At price $90

⇒ Qs = 2190) = 780

⇒ Qd = 300-90 = 210

•

•

.
We can see that there is an excess demand or shortage
Qd - Qs = 210-180=30 units at ceiling price 90$




































P If the government sets
a price floor at $90 which is

300 s :P : IQ lower than the equilibrium price ,
it creates no effect because

100 - - -
og price floor minimum price traded

90 •

,
• Price floor in market

,
lower than the price

i D that is normally traded
.
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:P = 1291-30 To find point F (Qd=Gs)

s :P = 1201 2117-307 = 300 - P

F zp - 60 = 300- P

120 - - - - 9 E LP t p = 300 - 60
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317 = 360

30
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1 I D: P= 300 - Q P = 3-60 = 120
°

, I 3

> Q Q = 180
180 200

⇒ The new equilibrium is F where IP
, Q1 4120,1801

⇒ At the original price 100$
,
Qs = 21100-301--140 while

Qd ' 300 - 100 = 200

There is an excess demand = Gd - As = 200-140=60
,

so the price will increase until there is no excess demand
.


