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SUPPLY AND DEMAND,WITH EXCISE TAXES
In the New York metropolitan area, the NYC governement to further discourage demand for iimported heating oil (in millions of barrels per year) and subsidies the installation of solar heat and and electric heating from nuclear  and solar plants to cut carbon emissions.  The supply and demand before the tax is the folling.  is estimated to be related to price in dollars per barrel by the following equation:

Qd = 1000 - 50Pb
The supply of heating oil under "normal" competitive conditions is represented by the following equation:

Qs =  -500 +100 Ps
1.
Plot each function together on one graph (using graph paper).

2.
Find the equilibrium price (assuming Pb= Ps )and quantity (using algebraic method) before the tax.  P = 10
Now the NYC government places a Tx= 5$/gallon tax on heating oil so that the Ps = Pb-Tx.

Now the supply curve is Qs = -500+ 100(Pb-5) = -500 +100Pb -500  = -1000 +100Pb


Solve first for Pb,  then Ps = Pb -5. the Qs and Qb.

Who pays most of the tax.    Graph putting the 5$ tax on the supplier. 







