
Set the tax:

𝑇 = 0

Find 𝑃 and 𝑃 :

𝑄 = 𝑄

2000 − 𝑷𝒅

5
⎯⎯⎯⎯⎯⎯⎯⎯⎯=

𝑃

15
⎯⎯⎯

𝑷𝒅 = 𝑷𝒔 + 𝟎

2000 − (𝑷𝒔 + 𝟎)

5
⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=

𝑃

15
⎯⎯⎯

2000

5
⎯⎯⎯⎯⎯−

3𝑃

15
⎯⎯⎯ =

𝑃

15
⎯⎯⎯

400 =
4𝑃

15
⎯⎯⎯

𝑃 = $1500

𝑃 = $1500 + $0 = $1500

Find 𝑄 and 𝑄 :

𝑄 =
2000 − 1500

5
⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯= 100

𝑄 =
1500

15
= 100
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𝑄 =
1500

15
⎯⎯⎯⎯⎯= 100

Graphing:

Impacts on welfare? 

Consumer surplus

𝐶𝑆 =
1

2
⎯⎯(100)(2000 − 1500)

𝐶𝑆 = $25,000

   Policies Page 2    



Producer surplus

𝑃𝑆 =
1

2
⎯⎯(100)(1500 − 0)

𝑃𝑆 = $75,000

Social surplus

𝑆𝑆 = 𝐶𝑆 + 𝑃𝑆

𝑆𝑆 = $25,000 + $75,000 = $100,000 

Overlaying the graphs of CS and PS:
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