Microeconomics (Skill Development Exercise)
                      


1. Why government levies taxes?

2. How taxes affect market activities?

3. What is tax incidence? What determines how the incidence of tax is divided between buyer and seller?

4. Suppose Quantity demand and Quantity Supply functions are given below.

Qd= 100-2P, Qs = -50+3P

A. Calculate total revenue of producer when market is at equilibrium

B. What would be the effect on total revenue if 5% tax were imposed on 

a) Consumers only

b) Producers only 

C.    Calculate incidence of tax on producer and consumer and show it on graph.

Show burden of on both buyers and sellers if 

a) Demand curve is less elastic

b) Demand curve is elastic

c) Supply curve is less elastic

d) Supply curve is more elastic

