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Before the tax: the consumer pays Pe;

After the tax: the consumer pays.

a) the total tax e,G = &N + NG Pe, — Pe; = &N
eN —> thisshare of tax paid by consumer,

NG —> thisshare of tax paid by producer.

* the producer pays most of the tax if:
1. demand is more elastic.
2. supply isless elastic.

* the consumer pays most of the tax if:
1. demand isless elastic.
2. supply ismore elastic.



