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Question 2 
 
6 points (1 + 3 + 1 + 1) 

 
(a) 1 point: 

• One point is earned for the correct calculation of the producer surplus:  (1/2) × $3 × 90 = $135. 
 
(b) 3 points: 

• One point is earned for the correct calculation of the amount of tax revenue:  $2 × 60 = $120. 
• One point is earned for the correct calculation of the after-tax price received by sellers:  $4.  
• One point is earned for the correct calculation of the producer surplus:  (1/2) × $2 × 60 = $60. 
 

(c) 1 point: 
• One point is earned for concluding that the demand price is elastic AND showing the correct 

calculation of the elasticity coefficient using endpoint or midpoint method, or the correct 
calculation using the total revenue formula. 

        
       (d)  1 point: 

• One point is earned for concluding that, owing to the tax, the market is no longer allocatively 
efficient AND that total surplus decreases or the tax creates a dead-weight loss. 
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Question 2 
 
Overview 
 
This question tested students’ understanding of tax incidence, price elasticity, and allocative efficiency. 
 
Sample: 2A 
Score: 6 
 
The student earned all 6 points for this question. 
 
Sample: 2B 
Score: 4 
 
The student lost 1 point in part (c) for incorrectly asserting that demand is inelastic between the prices of 
$5 and $6. The student lost 1 point in part (d) for not providing an adequate explanation of why the tax 
reduced allocative efficiency. 
 
Sample: 2C 
Score: 2 
 
The student earned 1 point in part (a) for correctly calculating producer surplus before the tax. In part (b)(iii) 
the student earned 1 point for correctly calculating the producer surplus after the tax. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


