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• The price set by the government is P1, at this price the demand will increase to 
Q1 and the supply will decrease to Q2 

• The difference between Q1 and Q2 is the shortfall that will be created on the 
market  

• The shortage caused by the price ceiling creates a problem of how to allocate 

the good since the demand has increased 

 • Black markets start to develop 

Taxation 

 

• The appropriate way to intervene in the market by government is by levying 
taxes as a method to recover external cost 

• The original market equilibrium at e, with P as the equilibrium price and Q as 
the equilibrium quantity  

• The tax increase will shift the supply curve to the left 

• New equilibrium at E1 

 • A tax would raise the price from P to P1 

• The production will decrease from Q to Q1 

ADDITIONAL PART 

Explain the supply of undesirable goods in South Africa and how the government 

can deal with it. 

 -Items such as cigarettes, alcohol and non-prescription drugs are examples of 

demerit or undesirable goods. 
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CONCLUSION 

• In reality tourism is a much wider concept and can be quite 

demanding but very interesting when it is related to a specific 

community. 
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