ASSIGNMENT (INTERMIDIATE MICROECONOMICS)
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Introduction of excise duty will increase the cost of production. The supply curve will shift upwards from s0 to s1 as shown on the graph, resulting into a decrease in supply from Q0 to Q1. Being that the demand will be constant, demand will exceed the supply forcing the suppliers to increase their prices from P to P in the short run. As a result, in the long-run the demand will move upwards along the curve reducing the amount demanded from Q0 to Q1 setting a new equilibrium in the market.
2). The policy is not pareto efficient. Pareto efficiency is achieved when there is optimal utility. There should be no increase in one unit with a responding decrease in the other unit and vice versa. In this case though the welfare of the people will be increased, it will not be optimally satisfactory since the citizens are being forced to purchase the healthcare. So, the welfare will increase at the expense of decreasing income. Therefore, contradicting the rule of pareto efficiency.
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 As a result of taxi drivers facing competition from the uber, they will be forced to reduce their prices from P0 to P1 as shown on the graph. In the short run the quantity demanded will increase from Q0 to Q 1the equilibrium will also shift from e0 to e1. In the long-run the uber also might counter the competition by decreasing their prices or the number of legislators might be too many to force the tax drivers to increase their prices therefore, the equilibrium will be restored to e0 automatically.
4). Price discrimination is welfare increasing since different consumers are charged different prices based on their abilities. The high earners are charged higher than the low earners. The low prices charged to those earning low incomes are adjusted by the high prices from high earners. Therefore, increasing the welfare of every person in the society. If uniform prices are charged, consumers with high incomes will be left with surplus while the low earners will be exploited. Therefore, price discrimination is welfare increasing in that the policy tend to allow consumers pay based on their abilities.
5).  Mean =15,000+100,000+75,000+50,000+25,000+5,000+60,000=330,000.
                                     330,000/7=47142.86.
[bookmark: _GoBack] Median =N+1/2   
                           7+1/2=4
Arranging the data in ascending order,
5,000, 15,000, 25,000, 50,000, 60,000, 75,000, 100,000.
Therefore, median is 50,000.
        Tax collection under,
i) Median 
	Name 
	Income 
	Tax collection

	Alyssa 
	15,000
	15,000 X0.2=3000

	Balley 
	100,000
	100,000X 0.5=50000

	Christic 
	75,000
	75,000X0.5=37500

	Dennis 
	50,000
	50,000X0.2=10000

	Eric 
	25,000
	25,000X0.2=5000

	Frieda 
	5,000
	5,000X0.2=1000

	Greg 
	60,000
	60,000X0.5=30000


Total tax collected                                                                                                     136500

ii) 	Mean
	Name 
	Income 
	Tax collection

	Alyssa 
	15,000
	15,000 X0.2=3000

	Balley 
	100,000
	100,000X 0.5=50000

	Christic 
	75,000
	75,000X0.5=37500

	Dennis 
	50,000
	50,000X0.5=25000

	Eric 
	25,000
	25,000X0.2=5000

	Frieda 
	5,000
	5,000X0.2=1000

	Greg 
	60,000
	60,000X0.5=30000


Total tax collected                                                                                                      151500

If subjected to vote the proposal will pass since it is increasing revenue collected from taxes from 136500 to 151500.
The tax system is not good for the town since there is no simplicity and equity which are principles  of a good tax system.

