Name _____________________________________ 

Due Date: February 4, 2014
Homework Assignment - AP Micro Unit II: Supply, Demand, and Consumer Choice – Elasticity
Corresponding with slides 23 & 24 from 2.7
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This graph illustrates the market for calculators.  S denotes the current supply curve, and D denotes the demand curve.
1.  Calculate the producer surplus before the tax.

2.  Now assume a per-unit tax of $2 is imposed whose impact is shown in the graph above.  

(a)  Calculate the amount of tax revenue

(b) What is the after-tax price that the sellers now keep?  

(c)  Calculate the producer surplus after the tax.

3.  Is the demand price elastic, inelastic, or unit elastic between the prices of $5 and $6?  Explain.

4.  Assuming no externalities, how does the tax affect allocative efficiency?  Explain.   

From the 1996 AP Micro FRQ #2 
The Toledo arena holds a maximum of 40,000 people.  Each year the circus performs in front of a sold out crowd. 
(a) Analyze the effect on each of the following of the addition of a fantastic new death-defying trapeze act that increases the demand for tickets.


(i)The price of tickets


(ii)The quantity of tickets sold
(b) The city of Toledo institutes an effective price ceiling on tickets.  

Explain where the price ceiling would be set.  

Explain the impact of the ceiling on each of the following.


(i) The quantity of tickets demanded


(ii) The quantity of tickets supplied
(c) Will everyone who attends the circus pay the ceiling price set by the city of Toledo. Why or why not? 
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