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c) Calculate the per unit value of the subsidy. [1 Mark]
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b) Calculate the producer surplus after the subsidy. [1/2 a Mark]
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Assume the market for solar panels is in equilibrium. Now, the government decides to provide a
subsidy per solar panel unit to suppliers of solar panels, which moves the equilibrium from E; to E;
(see diagram below). Please use this diagram to answer Question 22.

Price (per solar panel)
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Quantity

12 22

a) Calculate the consumer surplus after the subsidy. [1/2 a Mark]
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f) How much do consumers pay per solar panel after the subsidy? [1 Mark]
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h) What problem is the solar panel subsidy to producers trying to correct? Why is the government
trying to correct this problem? [2 Marks]
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g) How much do producers receive per solar panel after the subsidy? [1 Mark]
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The income v quantity curve for goods A, B and C are shown below. Please use this diagram to

answer Question 21.

Income (Y)

Good B

Quantity (Q)

80 100 110 220

Mark

a) Using the midpoint method, calculate the income elasticity of demand for Good A as income rises

from $40 to $80. [2 Marks]
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d) Is Good C a normal good? Why/why not? Please answer in 2-3 lines without calculating the income
elasticity of demand for Good C. [2 Marks]
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c) What do the answers from (a) and (b) tell us about what type of goods, Good A and Good B are?
Provide examples of each type of good. [2 Marks]
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b) Using the midpoint method, calculate the income elasticity of demand for Good B as income rises
from $40 to $80. [2 Marks]
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e) Calculate the DWL before the subsidy is imposed. [1 Mark]
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d) Calculate the total amount spent by the government on the subsidy. [1 Mark]




