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The buyers are
taxed at $5 per

ticket causing a decrease in demand (1) shifts left to D
' )

.
At Po

,

there

is an excess supply = 38,000 - D- y
' > 0

,

so the price decreases from P
,
to P

,
.

So
,

the new equilibrium

price is P
,
while equilibrium quantity remains the same at 38,000 tickets.

Before tax
,

the sellers receive money
at Po

,
but after the tax

,
the sellers can only receive P

,
=P
,
- 5

.

For the buyers
,
they had to pay Po before tax

,

but after the tax
,
they paid at price P

,
=P
,
-5 together with $5 tax

.

Meaning that the total amount paid by buyers is P
,
-15 = Po - 5+5 =p

. .

Therefore
,
the tax burden falls to the sellers because they receive $5 lower than they normally receive

before tax
.

From the elasticity ,
4s

=
tax burden on

the buyers
his tax burden on the sellers

sinse slope of 5 is
, 7s

= ¥pe . ¥
=÷.÷

.

= 0

so 7 ,
= 0 ( perfectly inelastic )

,
the buyers bear, no tax burden at all

.




































> p = 1-As

g p = 300 - QD

2 P - 60 = As

p= Ifs +30

A) ZP = 300 - p Q=2P

3 P = 300 A. = 21100 )

A
= 200

p = too

i. Equilibrium point = (P
,
A) = 1100,200 )

b)

300

"i÷÷÷i÷¥
. ""90

i : : D
Q

200
Q's ☒ d

= 180 =

210

At Price ceiling f- 90
Ad - As = 210 - 180--30

As = ZP Q
,
= 300 - p

There is an excess demand ( shortage ) = 30 units
.

Qs
= 2190 ) = 300 - 90

= 270
Q ,

= 180




































C. If the govt set price floor at $90 which is lower than the equilibrium price ,
there will be no effect

because price floor is the minimum price traded in the market which means that it is normally traded
.

i. Neither shortage or surplus .
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New equilibrium point = 2 / P - 301 = 300 - P Q : 300 - no

= 180

= ( P
,
Q ) :( 120,180 ) 2 p - 60 = 300 - p

3 p
= 360

p = 120

At P,
= no

,
Q
,
= 21100 - 30 ) = 140 while Q

,

= 300 - too = zoo

There is an excess demand = Qd - As
= 200-140=60 .

i. price tends to increase until there is no excess demand at point F.


