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Tax versus subsidy 
 
 

 Sales tax (per UQ, to be paid by the seller) 
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 Subsidy (per UQ, paid to suppliers) 
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D 

S 2 
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Subsidy (Q * Subs per UQ)

Total revenue (Q * P) Q 

 

P = Price S = Supply 
Q = Quantity D = Demand 
UQ = Unit of quantity  

 


