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Exrcise 2B. Consider a function that relates tax revenues R, in billions of dollars, to
the average tax rate t such that R = 350t — 500t?.

(@) What tax rate(s)is consistent with raising tax revenues equal to $60 billion?

(b) What tax rate(s)is consistent with raising tax revenues equal to $61.25 billion?

(c) What tax rate is consistent with the maximum tax revenue?

R = 3sot - soot?

(3) b0 = 3sot - soot?
0 = -s00t+380-50
0 = 10(-sot® «3sk-b)
0 = 10(St-2)(-l0k+3)
stk -2 = o0 and ok + 3 = 0
[ ‘L_ = 40. tE - i = 307
s 10
30 and 40 ¥ax vates ave consistent wl b0 billiow 3tax revewwe .
tby 1y = 3sob - soot*
0 = -500b*+ 380-bi.1S
0 = -S§ (p0t-1t
4
(wt - 9 )l = 0
wt-7 = 0
E = 1 = 35 9-
20
35 9- Yax vaye 16 consistent wl bl.iS billow 1ax vevewve .
(¢) dR = 350 - oot =0 - max vevenve
at 150 = loook
E = 035 = 3s4

354 Tax rate 1§ consistent wl Ane wmavimum tax vevewwe |



