4.3 Government Intervention in the
Market: Price Floors and Price Ceilings

Explain the economic effect of government-imposed price floors
and price ceilings.

One option a government has for affecting a market is the imposition of a
price ceiling or a price floor.

* Price ceiling: A legally determined maximum price that sellers may
charge.

« Price floor: A legally determined minimum price that sellers may
receive.

Price ceilings and floors in the USA are uncommon, but include:
* Minimum wages

* Rent controls

 Agricultural price controls



Figure 4.8 The Economic Effect of a
Price Floor in the Wheat Market (1 of 2)

The equilibrium price in the
market for wheat is $6.50

per bushel; 2.0 billion bushels
are traded at this price.

If wheat farmers convince the
government to impose a price

floor of ¢$g8.00 per bushel,
guantity traded falls to 1.8 billion.

Area A is the surplus transferred
from consumers to producers.

Economic surplus is reduced by
area B+C, the deadweight loss.
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Figure 4.8 The Economic Effect of a
Price Floor in the Wheat Market (2 of 2)
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Apply the Concept: Price Floors In

Labor Markets

Supporters of the minimum e
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raising the incomes of low-
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Figure 4.9 The Economic Effect of a

Rent Ceiling (1 of 2)

Without rent control, the
equilibrium rent is $2,500
per month.

At that price, 2,000,000
apartments would be rented.

If the government imposes

a rent ceiling of  $1,500,
the quantity of apartments

supplied falls to 1,900,000...

and the quantity of apartments
demanded increases to
2,100,000...

resulting in a shortage of
200,000 apartments.
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Figure 4.9 The Economic Effect of a
Rent Celling (2 of 2)
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Black Markets and Peer-to-Peer Sites

The shortage of apartments may lead to a black market—a
market in which buying and selling take place at prices that
violate government price regulations.

Alternatively, landlords might switch from long-term to short-
term rentals in order to avoid rent controls; peer-to-peer
rental sites such as Airbnb have facilitated this.

- These markets may alleviate some of the deadweight loss
by allowing additional apartments to be rented, but buyers
and sellers lose valuable legal protections.



The Results of Government Price
Controls

It is clear that when a government imposes price controls:

- Some people are made better off,

- Some people are made worse off, and

- The economy generally suffers, as deadweight loss will
generally occur.



Apply the Concept: Price Controls

L ead to Economic Crisis in Venezuela
(1 of 2)

Under former president Hugo Chavez, Venezuela seized
land and “redistributed” it to low-income Venezuelans, many
of whom had no experience in farming.

With the resulting dramatic decrease in food supply, upward
pressure on food prices resulted.

This was unpopular with the increasingly poor Venezuelan
citizens, who asked for help from the government.

The government obliged with price controls (price cellings)
on food.



Apply the Concept: Price Controls
Lead to Economic Crisis In Venezuela

(2 of 2)
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Positive and Normative Analysis of
Price Cellings and Price Floors

Economic analysis can demonstrate that price ceilings and
price floors decrease economic efficiency. Does this mean
they are bad?

* Because this is a hormative question, it does not have a
right or wrong answer; it depends on our values and
judgments. It is possible to value the gains from these
policies more than the losses.



4.4 The Economic Effect of Taxes

Analyze the economic effect of taxes.

Taxes are the most important method by which governments
fund their activities.

We will concentrate on per-unit taxes: taxes assessed as a
particular dollar amount on the sale of a good or service, as
opposed to a percentage tax.

Example: The US Federal government imposes a 18.4
cents per gallon tax on gasoline sales, as of 2019.



Figure 4.10 The Effect of a Tax on the
Market for Cigarettes (1 of 4)
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Figure 4.10 The Effect of a Tax on the
Market for Cigarettes (2 of 4)

The supply curve shifted up by e
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Figure 4.10 The Effect of a Tax on the
Market for Cigarettes (3 of 4)
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Figure 4.10 The Effect of a Tax on the
Market for Cigarettes (4 of 4)
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What Makes One Tax Better Than
Another?

In the “public finance” literature, economists refer to the
deadweight loss from a tax as its excess burden.

Given that we want to raise tax revenue, what makes one tax
preferred over another?

« Atax is efficient if it imposes a small excess burden
relative to the tax revenue it raises.

« Economists can advise policymakers about which taxes
are the most efficient.



Figure 4.11 The Incidence of a Tax on
Gasoline (1 of 2)

Price
(dollars
per gallon) S5
Sy
B 10-cents-per-
gallon federal
excise tax on
2.50 gasoline shifts
the supply
curve up
0 144 Quantity (billions of

gallons per year)

With no tax on gasoline, the price would be $2.50 per gallon, and 144
billion gallons of gasoline would be sold each year.

« A 10-cents-per-gallon excise tax shifts up the supply curve from S, t0S,.



Figure 4.11 The Incidence of a Tax on
Gasoline (2 of 2)

Price
(dollars
per gallon) s,
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gasoline pay after the |
10-cents-per-gallon
tax is imposed S,
$2.58 '
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curveup
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gasoline receive after L« - D
the 10-cents-per-gallon :
tax is imposed 0 140 144 Quantity (billions of

gallons per year)

 The price consumers pay rises from $3.00t0$3.08.
« The price sellers receive falls from $3.00t0$2.98.

Therefore, consumers pay 8 cents of the 10-cents-per-gallon tax on
gasoline, and sellers pay 2 cents.



Tax Incidence: Who Actually Pays for
a lax?

In the market for gasoline, the buyers effectively paid 80
percent of the 10-cents-per-gallon tax, and sellers paid 20
percent.

* This Is referred to as the tax incidence: the actual division
of the burden of a tax between buyers and sellers in a
market.

What determines this tax incidence?

 Important observation: not “whoever has the legal
obligation to pay the tax”...



Figure 4.12 The Incidence of a Tax on
Gasoline Paid by Buyers
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If buyers have the legal obligation to pay the 10 cent tax on gasoline, the price
they pay, the price sellers receive, and the quantity traded all remain the same.

* The tax incidence does not depend on who has the legal obligation to pay the

tax.



What Does Determine the Tax
Incidence?

The incidence of the tax is determined by the relative slopes
of the demand and supply curves.

A steep demand curve means that buyers do not change
how much they buy when the price changes; this results in
them taking on much of the burden of the tax.

A shallow demand curve means that buyers change how
much they buy a lot when the price changes. Then they
could not be forced to accept as much of the burden of the
tax.

 Similar analysis applies for sellers.



Apply the Concept: The Burden of the
Social Security Tax (1 of 2)

The Federal Insurance Contributions Act (FICA) tax is 15.3
percent of wages, and funds Social Security and Medicare.
By law, employers pay half (7.65 percent), as do workers.

* Who really ends up with most of the burden of this tax?

The answer depends on who is less sensitive to changes in
wages: employers (buyers of labor) or workers (sellers of
labor).

* Workers are relatively insensitive to their wages; that is,
they don’t change their hours-of-work decision much when
their wages change.

* So workers end up with most of the burden of this tax.



Apply the Concept: The Burden of the
Soclal Security Tax (2 of 2)

The panels illustrate an
imaginary $1.00 TR

Wage Wage
per hour Social oty | il amy e
Security tax. o | =
T E—— $1005 |—
Whether firms or Sl N
workers have the ot
legal obligation to
pay the taX’ 01 “Q:u‘nmy of labor 0[ Quantity of labor
workers end up (a) The Social Security tax peid by employers {5} The Socia Securhy tax paid by werkars

with most of the
tax burden.



5.1 Externalities and Economic
Efficiency

ldentify examples of positive and negative externalities and
use graphs to show how externalities affect economic
efficiency.

No one sets out to create pollution; pollution is an unintended by-
product of various activities.

 Pollution would not be a problem if pollution only affected the
person who created it; people would create pollution only until
Its marginal cost equaled its marginal benefit.

But pollution is an example of an externality: a benefit or cost that
affects someone who is not directly involved in the production or
consumption of a good or service.

« Think of an externality like a side-effect.
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Cost of Electricity Production

When firms produce electricity, they bear certain costs of
production:

 Buildings
* Equipment
* Fuel

e Labor, etc.

Those firms make their decisions about how much to
produce based on these private costs.

But because of pollution the social cost is higher: the total
cost to society of producing a good or service, including
both the private cost and any external cost.
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Figure 5.1 The Effect of Pollution on
Economic Efficiency (1 of 3)

Price of
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costs to those affected by pollution. —_—
0 Blsa Quantity
Efficient of electricity

The optimal level of production

for society IS Qessicients at this
guantity, the marginal cost to society is just equal to the marginal benefit.
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Figure 5.1 The Effect
Economic Efficiency
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Figure 5.1 The Effect of Pollution on
Economic Efficiency (3 of 3)

When there is a negative externality in producing or consuming a good or service,
too much of the good or service will be produced at market equilibrium.

Price of
electricity Deadweight . .
loss S, = marginal social cost
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Efficient private cost
equilibrium
: Cost of
PEfficiem ................................................... : emiSSionS
PMarket .............................................................
Market
i equilibrium
; Demand
0 Quantity
QEfficient QMarket of electricity
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Types of Externalities

Pollution is an example of a negative externality in production.
* Negative externalities might result from consumption.
- Example: cigarette smoke.

Externalities might also be positive when the private benefit (the
benefit received by the consumer of a good or service) is less than
the social benefit (the total benefit from consuming a good or
service, including both the private benefit and any external
benefit).

- Example: college education
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Figure 5.2 The Effect of a Positive
Externality on Economic Efficiency (1 of 2)
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Figure 5.2 The Effect of a Positive
Externality on Economic Efficiency (2 of 2)

When there is a
positive externality in
producing or
consuming a good or
service, too little of the
good or service will be
produced at market
equilibrium.
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Externalities and Market Failure

If there are negative or positive externalities, the market
equilibrium will not result in the efficient quantity being
produced.

» Overproduction with negative externalities;
underproduction with positive externalities.

* There will be deadweight loss.

This i1s an example of market failure: a situation in which the
market fails to produce the efficient level of output.

* The larger the externality, the greater is likely to be the size
of the deadweight loss—the extent of the market failure.
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5.3 Government Policies to Deal with
Externalities

Analyze government policies to achieve economic
efficiency in a market with an externality.

In Chapter 4, we learned that taxes caused inefficiency
(deadweight loss) by moving the level of production away
from the efficient level.

In this chapter, externalities cause inefficiency for the same
reason.

* A tax of just the right size could cause these two effects to
cancel out, returning us to the efficient level of production.
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Figure 5.5 When There Is a Negative
Externality, a Tax Can Lead to the
Efficient Level of Output (1 of 2)
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pollution, so they produce too much. B
1 = marginal
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before tax

If the government imposes a tax equal
to the cost of the pollution, the utilities
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Figure 5.5 When There Is a Negative
Externality, a Tax Can Lead to the
Efficient Level of Output (2 of 2)
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Can Taxes “Solve” Positive
Externalities Too?

Taxes worked to solve the problem of negative externalities
because:

* Negative externalities caused too much to be produced,
while

» Taxes reduced the amount of output.

When there are positive externalities, too little will be
produced.

» Taxes won't work; but subsidies might: amounts paid to
producers or consumers to encourage the production or
consumption of a good.
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Figure 5.6 When There Is a Positive
Externality, a Subsidy Can Bring about
the Efficient Level of Output (1 of 2)
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Figure 5.6 When There Is a Positive

Externality, a Subsidy Can Bring about
the Efficient Level of Output (2 of 2)
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Corrective Taxes and Subsidies

The taxes and subsidies seen in the last few slides “correct’ the
externality problem.

They are known as Pigovian taxes and subsidies, after the
English economist Arthur Cecil Pigou, who first demonstrated the
use of government taxes and subsidies in bringing about an
efficient level of output in the presence of externalities.

Pigovian taxes are especially popular with economists, because
they increase efficiency while bringing in tax revenue; then (in
theory) this allows inefficiency-causing taxes in other markets to be
reduced, a double dividend of taxation.

Example: British Columbia enacted a Pigovian tax on carbon
dioxide emissions, and uses the revenue to reduce personal
Income taxes.
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Apply the Concept: Should We Tax
Cigarettes and Soda? (1 of 2)

The consumption of cigarettes and soda are thought to have
negative externalities. Why?

« Both cigarettes and soda have negative health conseguences.
« This by itself is not sufficient to be a negative externality.

» But people’s medical expenses are shared with others, either via
public or private health insurance.

Therefore we expect there to be too much consumption of
cigarettes and soda, and they are candidates for Pigovian taxes.

In general, cigarettes are taxed much more heavily than soda.
Is this appropriate?
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Apply the Concept: Should We Tax
Cigarettes and Soda? (2 of 2)

Price of
soda
N Supply
i i tive externality
Price paid ega
by consumers = amount of soda tax

T

PMarket .................................................. : .......... '

/- Jj EOCTRUSTIR, 0, SRR, ;

P Efficient

=
Price received
by producers

D4 = marginal private
benefit before tax

Market equilibrium with

tax = efficient equilibrium D, = marginal social

benefit and marginal
private benefit after tax

QEfficient QMarket Quantity
of soda

@Pearson Copyright © 2023 Pearson Education, Ltd. All Rights Reserved




	Slide 1: Chapter Outline
	Slide 2: What Happened to Sears and the Other Department Stores?
	Slide 3: 10.1 Utility and Consumer Decision Making
	Slide 4: Rationality and Its Implications
	Slide 5: Utility
	Slide 6: The Principle of Diminishing Marginal Utility
	Slide 7: Figure 10.1 Total and Marginal Utility from Eating Pizza at a Super Bowl Party (1 of 2)
	Slide 8: Figure 10.1 Total and Marginal Utility from Eating Pizza at a Super Bowl Party (2 of 2)
	Slide 9: Allocating Your Resources
	Slide 10: Table 10.1 Total Utility and Marginal Utility from Eating Pizza and Drinking Coke
	Slide 11: Table 10.2 Converting Marginal Utility to Marginal Utility per Dollar
	Slide 12: Table 10.3 Equalizing Marginal Utility per Dollar Spent (1 of 2)
	Slide 13: Table 10.3 Equalizing Marginal Utility per Dollar Spent (2 of 2)
	Slide 14: Conditions for Maximizing Utility
	Slide 15: What If We “Disobey” the Rule?
	Slide 16: What If Prices Change?
	Slide 17: 1. Income Effect
	Slide 18: 2. Substitution Effect
	Slide 19: Table 10.4 Income Effect and Substitution Effect of a Price Change
	Slide 20: Table 10.5 Adjusting Optimal Consumption to a Lower Price of Pizza
	Slide 21: 10.2 Where Demand Curves Come From
	Slide 22: Figure 10.2 Deriving the Demand Curve for Pizza
	Slide 23: Figure 10.3 Deriving the Market Demand Curve from Individual Demand Curves
	Slide 24: Apply the Concept: Could a Demand Curve Slope Upward?
	Slide 25: 10.3 Social Influences on Decision Making
	Slide 26: Examples of Social Influences on Demand (1 of 2)
	Slide 27: Examples of Social Influences on Demand (2 of 2)
	Slide 28: Experimental Economics
	Slide 29: Figure 10.4 The Ultimatum Game (1 of 3)
	Slide 30: Figure 10.4 The Ultimatum Game (2 of 3)
	Slide 31: Figure 10.4 The Ultimatum Game (3 of 3)
	Slide 32: Are the Results of Laboratory Experiments Reliable?
	Slide 33: Business Implications of Fairness
	Slide 34: Apply the Concept: Taylor Swift Tries to Please Fans and Make Money (1 of 2)
	Slide 35: Apply the Concept: Taylor Swift Tries to Please Fans and Make Money (2 of 2)
	Slide 36: Appendix: Using Indifference Curves and Budget Lines to Understand Consumer Behavior
	Slide 37: Figure 10A.1 Plotting Dave’s Preferences for Pizza and Coke (1 of 4)
	Slide 38: Figure 10A.1 Plotting Dave’s Preferences for Pizza and Coke (2 of 4)
	Slide 39: Figure 10A.1 Plotting Dave’s Preferences for Pizza and Coke (3 of 4)
	Slide 40: Figure 10A.1 Plotting Dave’s Preferences for Pizza and Coke (4 of 4)
	Slide 41: Figure 10A.2 Indifference Curves Cannot Cross (1 of 2)
	Slide 42: Figure 10A.2 Indifference Curves Cannot Cross (2 of 2)
	Slide 43: Figure 10A.3 Dave’s Budget Constraint
	Slide 44: Figure 10A.4 Finding Optimal Consumption (1 of 2)
	Slide 45: Figure 10A.4 Finding Optimal Consumption (2 of 2)
	Slide 46: Apply the Concept: Apple Determines the Optimal Mix of iPhone Features
	Slide 47: Figure 10A.5 How a Price Decrease Affects the Budget Constraint
	Slide 48: Figure 10A.6 How a Price Change Affects Optimal Consumption
	Slide 49: Figure 10A.7 Income and Substitution Effects of a Price Change (1 of 2) 
	Slide 50: Figure 10A.7 Income and Substitution Effects of a Price Change (2 of 2)
	Slide 51: Figure 10A.8 How a Change in Income Affects the Budget Constraint
	Slide 52: Figure 10A.9 How a Change in Income Affects Optimal Consumption
	Slide 53: Figure 10A.10 At the Optimum Point, the Slopes of the Indifference Curve and the Budget Constraint Are the Same (1 of 2)
	Slide 54: Figure 10A.10 At the Optimum Point, the Slopes of the Indifference Curve and the Budget Constraint Are the Same (2 of 2)
	Slide 55: Relating M R S and Marginal Utility
	Slide 56: The Rule of Equal Marginal Utility per Dollar Spent
	Slide 57: Quiz Bonus 1
	econ2025_5.pdf
	Slide 1: Midterm 1b
	Slide 2: Chapter Outline
	Slide 3: Fracking Lowers the Cost of Oil and Revolutionizes the World Market
	Slide 4: 11.1 Technology: An Economic Definition
	Slide 5: Apply the Concept: Oil Roughnecks Encounter Robots and Drones
	Slide 6: 11.2 The Short Run and the Long Run in Economics
	Slide 7: Fixed, Variable, and Total Costs
	Slide 8: Apply the Concept: Costs in the Publishing Industry
	Slide 9: Implicit Costs Versus Explicit Costs
	Slide 10: Table 11.1 Jill Johnson’s Costs per Year (1 of 2)
	Slide 11: Table 11.1 Jill Johnson’s Costs per Year (2 of 2)
	Slide 12: Production at Jill Johnson’s Restaurant
	Slide 13: Table 11.2 Short-Run Production and Cost at Jill Johnson’s Restaurant (1 of 3)
	Slide 14: Table 11.2 Short-Run Production and Cost at Jill Johnson’s Restaurant (2 of 3)
	Slide 15: Figure 11.1 Graphing Total Cost and Average Total Cost at Jill Johnson’s Restaurant (1 of 2)
	Slide 16: Table 11.2 Short-Run Production and Cost at Jill Johnson’s Restaurant (3 of 3)
	Slide 17: Figure 11.1 Graphing Total Cost and Average Total Cost at Jill Johnson’s Restaurant (2 of 2)
	Slide 18: 11.3 The Marginal Product of Labor and the Average Product of Labor
	Slide 19: Apply the Concept: Adam Smith and the Division of Labor in a Pin Factory
	Slide 20: Table 11.3 The Marginal Product of Labor at Jill Johnson’s Restaurant (1 of 2)
	Slide 21: Table 11.3 The Marginal Product of Labor at Jill Johnson’s Restaurant (2 of 2)
	Slide 22: Figure 11.2 Total Output and the Marginal Product of Labor
	Slide 23: Average Product of Labor
	Slide 24: Average and Marginal Product of Labor
	Slide 25: Figure 11.3 Marginal and Average G P A s
	Slide 26: 11.4 The Relationship Between Short-Run Production and Short-Run Cost
	Slide 27: Figure 11.4 Jill Johnson’s Marginal Cost and Average Cost of Producing Pizzas
	Slide 28: 11.5 Graphing Cost Curves
	Slide 29: Figure 11.5 Costs at Jill Johnson’s Restaurant (1 of 2)
	Slide 30: Figure 11.5 Costs at Jill Johnson’s Restaurant (2 of 2)
	Slide 31: 11.6 Costs in the Long Run
	Slide 32: Figure 11.6 The Relationship Between Short-Run Average Cost and Long-Run Average Cost (1 of 3)
	Slide 33: Figure 11.6 The Relationship Between Short-Run Average Cost and Long-Run Average Cost (2 of 3)
	Slide 34: Figure 11.6 The Relationship Between Short-Run Average Cost and Long-Run Average Cost (3 of 3)
	Slide 35: Long-Run Average Cost Curves for Automobile Factories
	Slide 36: Apply the Concept: Diseconomies of Scale at Ford Motor Company
	Slide 37: Table 11.4 A Summary of Definitions of Cost

	econ2025_6.pdf
	Slide 1: Chapter Outline
	Slide 2: A Basketball Player Takes a Tumble—And So Does Nike
	Slide 3: Our Model of a Market
	Slide 4: 3.1 The Demand Side of the Market
	Slide 5: Figure 3.1 A Demand Schedule and a Demand Curve (1 of 3)
	Slide 6: Figure 3.1 A Demand Schedule and a Demand Curve (2 of 3)
	Slide 7: Figure 3.1 A Demand Schedule and a Demand Curve (3 of 3)
	Slide 8: What Explains the Law of Demand?
	Slide 9: Figure 3.2 Shifting the Demand Curve (1 of 2)
	Slide 10: Figure 3.2 Shifting the Demand Curve (2 of 2)
	Slide 11: Variables That Shift Market Demand
	Slide 12: Changes in Income of Consumers
	Slide 13: Effects of Changes in Income
	Slide 14: Changes in the Price of Related Goods
	Slide 15: Effects of Changes in the Price of Related Goods
	Slide 16: Changes in Tastes
	Slide 17: Changes in Population/Demographics
	Slide 18: Apply the Concept: Millennials and Gen Z Are Changing Existing Markets
	Slide 19: Changes in Expectations About Future Prices
	Slide 20: Apply the Concept: Apple’s Policy on Product Speculation
	Slide 21: Figure 3.3 A Change in Demand versus Change in Quantity Demanded
	Slide 22: Apply the Concept: Forecasting the Demand for Athletic Shoes (1 of 2)
	Slide 23: Apply the Concept: Forecasting the Demand for Athletic Shoes (2 of 2)
	Slide 24: 3.2 The Supply Side of the Market
	Slide 25: Figure 3.4 A Supply Schedule and Supply Curve (1 of 2)
	Slide 26: Figure 3.4 A Supply Schedule and Supply Curve (2 of 2)
	Slide 27: Figure 3.5 Shifting the Supply Curve (1 of 2)
	Slide 28: Figure 3.5 Shifting the Supply Curve (2 of 2)
	Slide 29: What Factors Influence Market Supply?
	Slide 30: Change in Prices of Inputs
	Slide 31: Technological Change
	Slide 32: Prices of Related Goods in Production
	Slide 33: Number of Firms and Expected Future Prices
	Slide 34: Apply the Concept: Fracking, the U.S. Oil Boom, and Expected Oil Prices
	Slide 35: Figure 3.6 A Change in Supply Versus a Change in Quantity Supplied
	Slide 36: 3.3 Market Equilibrium: Putting Demand and Supply Together
	Slide 37: Figure 3.7 Market Equilibrium
	Slide 38: Figure 3.8 The Effect of Surpluses and Shortages on the Market Price (1 of 2)
	Slide 39: Figure 3.8 The Effect of Surpluses and Shortages on the Market Price (2 of 2)
	Slide 40: Demand and Supply Both Count
	Slide 41: 3.4 The Effect of Demand and Supply Shifts on Equilibrium
	Slide 42: Figure 3.9 The Effect of an Increase in Demand on Equilibrium
	Slide 43: Figure 3.10 The Effect of an Increase in Supply on Equilibrium (1 of 2)
	Slide 44: Figure 3.10 The Effect of an Increase in Supply on Equilibrium (2 of 2)
	Slide 45: Table 3.3 How Shifts in Demand and Supply Affect Equilibrium Price (P) and Quantity (Q) (1 of 2)
	Slide 46: Figure 3.11 Shifts in Demand and Supply over Time (1 of 3)
	Slide 47: Figure 3.11 Shifts in Demand and Supply over Time (2 of 3)
	Slide 48: Figure 3.11 Shifts in Demand and Supply over Time (3 of 3)
	Slide 49: Table 3.3 How Shifts in Demand and Supply Affect Equilibrium Price (P) and Quantity (Q) (2 of 2)
	Slide 50: Apply the Concept: Higher Demand for Cobalt—But Lower Prices? (1 of 2)
	Slide 51: Apply the Concept: Higher Demand for Cobalt—But Lower Prices? (2 of 2)
	Slide 52: Shifts of a Curve versus Movements Along a Curve
	Slide 53: Quiz 6

	econ2025_7.pdf
	Slide 1: Chapter Outline
	Slide 2: What Do Food Riots in Venezuela and the Rise of Uber in the U.S. Have in Common?
	Slide 3: 4.1 Consumer Surplus and Producer Surplus
	Slide 4: Figure 4.1 Deriving the Demand Curve for Chai Tea (1 of 2)
	Slide 5: Figure 4.1 Deriving the Demand Curve for Chai Tea (2 of 2)
	Slide 6: Figure 4.2 Measuring Consumer Surplus (1 of 3)
	Slide 7: Figure 4.2 Measuring Consumer Surplus (2 of 3)
	Slide 8: Figure 4.2 Measuring Consumer Surplus (3 of 3)
	Slide 9: Figure 4.3 Total Consumer Surplus in the Market for Chai Tea
	Slide 10: Apply the Concept: Consumer Surplus from Uber (1 of 2)
	Slide 11: Apply the Concept: Consumer Surplus from Uber (2 of 2)
	Slide 12: Producer Surplus
	Slide 13: Figure 4.4 Measuring Producer Surplus (1 of 2)
	Slide 14: Figure 4.4 Measuring Producer Surplus (2 of 2)
	Slide 15: What Do Consumer Surplus and Producer Surplus Measure?
	Slide 16: 4.2 The Efficiency of Competitive Markets
	Slide 17: Figure 4.5 Marginal Benefit Equals Marginal Cost Only at the Competitive Equilibrium (1 of 2)
	Slide 18: Figure 4.5 Marginal Benefit Equals Marginal Cost Only at the Competitive Equilibrium (2 of 2)
	Slide 19: Figure 4.6 Economic Surplus Equals the Sum of Consumer Surplus and Producer Surplus
	Slide 20: Economic Efficiency
	Slide 21: Figure 4.7 When a Market Is Not in Equilibrium, There Is a Deadweight Loss (1 of 2)
	Slide 22: Figure 4.7 When a Market Is Not in Equilibrium, There Is a Deadweight Loss (2 of 2)
	Slide 23: 4.3 Government Intervention in the Market: Price Floors and Price Ceilings
	Slide 24: Figure 4.8 The Economic Effect of a Price Floor in the Wheat Market (1 of 2)
	Slide 25: Figure 4.8 The Economic Effect of a Price Floor in the Wheat Market (2 of 2)
	Slide 26: Apply the Concept: Price Floors in Labor Markets
	Slide 27: Figure 4.9 The Economic Effect of a Rent Ceiling (1 of 2)
	Slide 28: Figure 4.9 The Economic Effect of a Rent Ceiling (2 of 2)
	Slide 29: Black Markets and Peer-to-Peer Sites
	Slide 30: The Results of Government Price Controls
	Slide 31: Apply the Concept: Price Controls Lead to Economic Crisis in Venezuela (1 of 2)
	Slide 32: Apply the Concept: Price Controls Lead to Economic Crisis in Venezuela (2 of 2)
	Slide 33: Positive and Normative Analysis of Price Ceilings and Price Floors
	Slide 34: 4.4 The Economic Effect of Taxes
	Slide 35: Figure 4.10 The Effect of a Tax on the Market for Cigarettes (1 of 4)
	Slide 36: Figure 4.10 The Effect of a Tax on the Market for Cigarettes (2 of 4)
	Slide 37: Figure 4.10 The Effect of a Tax on the Market for Cigarettes (3 of 4)
	Slide 38: Figure 4.10 The Effect of a Tax on the Market for Cigarettes (4 of 4)
	Slide 39: What Makes One Tax Better Than Another?
	Slide 40: Figure 4.11 The Incidence of a Tax on Gasoline (1 of 2)
	Slide 41: Figure 4.11 The Incidence of a Tax on Gasoline (2 of 2)
	Slide 42: Tax Incidence: Who Actually Pays for a Tax?
	Slide 43: Figure 4.12 The Incidence of a Tax on Gasoline Paid by Buyers
	Slide 44: What Does Determine the Tax Incidence?
	Slide 45: Apply the Concept: The Burden of the Social Security Tax (1 of 2)
	Slide 46: Apply the Concept: The Burden of the Social Security Tax (2 of 2)
	Slide 47: Appendix: Quantitative Demand and Supply Analysis
	Slide 48: Solving for the Equilibrium Rent and Quantity
	Slide 49: Figure 4A.1 Graphing Supply and Demand Equations (1 of 3)
	Slide 50: Figure 4A.1 Graphing Supply and Demand Equations (2 of 3)
	Slide 51: Figure 4A.1 Graphing Supply and Demand Equations (3 of 3)
	Slide 52: Figure 4A.2 Calculating the Economic Effect of Rent Controls (1 of 4)
	Slide 53: Figure 4A.2 Calculating the Economic Effect of Rent Controls (2 of 4)
	Slide 54: Figure 4 A .2 Calculating the Economic Effect of Rent Controls (3 of 4)
	Slide 55: Figure 4 A .2 Calculating the Economic Effect of Rent Controls (4 of 4)
	Slide 56: Summary of Computations

	Presentation1.pdf
	Slide 1

	Shutdown point.pdf
	Slide 1: The Shutdown Point 
	Slide 2: Shutdown
	Slide 3: Sunk Cost
	Slide 4: Scenarios
	Slide 5: Shutdown Point

	Hubbard_Econ8e_PPT_Ch05_Accessible.pdf
	Slide 1: Economics
	Slide 2: Chapter Outline
	Slide 3: Are NextEra Energy and Green Power the Future?
	Slide 4: 5.1 Externalities and Economic Efficiency
	Slide 5: Energy Production
	Slide 6: Cost of Electricity Production
	Slide 7: Figure 5.1 The Effect of Pollution on Economic Efficiency (1 of 3)
	Slide 8: Figure 5.1 The Effect of Pollution on Economic Efficiency (2 of 3)
	Slide 9: Figure 5.1 The Effect of Pollution on Economic Efficiency (3 of 3)
	Slide 10: Types of Externalities
	Slide 11: Figure 5.2 The Effect of a Positive Externality on Economic Efficiency (1 of 2)
	Slide 12: Figure 5.2 The Effect of a Positive Externality on Economic Efficiency (2 of 2)
	Slide 13: Externalities and Market Failure
	Slide 14: 5.2 Private Solutions to Externalities: The Coase Theorem
	Slide 15: Property Rights Can Solve the Externality Problem
	Slide 16: Is “Zero Pollution” Efficient?
	Slide 17: Figure 5.3 The Marginal Benefit from Pollution Reduction Should Equal the Marginal Cost
	Slide 18: Apply the Concept: The Clean Air Act and Infant Mortality
	Slide 19: Figure 5.4 The Benefits of Reducing Pollution to the Optimal Level Are Greater Than the Costs (1 of 2)
	Slide 20: Figure 5.4 The Benefits of Reducing Pollution to the Optimal Level Are Greater Than the Costs (2 of 2)
	Slide 21: The Coase Theorem
	Slide 22: The Coase Theorem and Property Rights
	Slide 23: Apply the Concept: Defending Your Knees on a Plane Flight
	Slide 24: 5.3 Government Policies to Deal with Externalities
	Slide 25: Figure 5.5 When There Is a Negative Externality, a Tax Can Lead to the Efficient Level of Output (1 of 2)
	Slide 26: Figure 5.5 When There Is a Negative Externality, a Tax Can Lead to the Efficient Level of Output (2 of 2)
	Slide 27: Can Taxes “Solve” Positive Externalities Too?
	Slide 28: Figure 5.6 When There is a Positive Externality, a Subsidy Can Bring about the Efficient Level of Output (1 of 2)
	Slide 29: Figure 5.6 When There is a Positive Externality, a Subsidy Can Bring about the Efficient Level of Output (2 of 2)
	Slide 30: Corrective Taxes and Subsidies
	Slide 31: Apply the Concept: Should We Tax Cigarettes and Soda? (1 of 2)
	Slide 32: Apply the Concept: Should We Tax Cigarettes and Soda? (2 of 2)
	Slide 33: Alternatives to Taxation for Solving Externalities
	Slide 34: Two Car Manufacturers
	Slide 35: Tradable Emissions Permits
	Slide 36: The Sulfur Dioxide Cap-and-Trade System
	Slide 37: The End of the Sulfur Dioxide Cap-and-Trade System
	Slide 38: Criticism of Cap-and-Trade
	Slide 39: Apply the Concept: Does the United States Need a Green New Deal? (1 of 2)
	Slide 40: Apply the Concept: Does the United States Need a Green New Deal? (2 of 2)
	Slide 41: 5.4 Four Categories of Goods
	Slide 42: Figure 5.7 Four Categories of Goods
	Slide 43: Efficient Provision of the Categories of Goods
	Slide 44: Figure 5.8 Constructing the Market Demand Curve for a Private Good
	Slide 45: Figure 5.9 Constructing the Demand Curve for a Public Good
	Slide 46: Figure 5.10 The Optimal Quantity of a Public Good
	Slide 47: Efficient Consumption of a Common Resource
	Slide 48: Figure 5.11 Overuse of a Common Resource (1 of 2)
	Slide 49: Figure 5.11 Overuse of a Common Resource (2 of 2)
	Slide 50: A Way out of the Tragedy of the Commons
	Slide 51: Apply the Concept: Preserving African Wildlife




