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Free Market
Q* = 57.1
P* = $54.3

With Regulation
Q = 50.0
P = $60.0

DWL = ½(b+s)(Q*-Q)²
Optimal when MB = MSC

Light Touch Financial Regulation Compliance Cost Analysis
Demand (WTP)
Supply (MC)
Supply +  = $10
CS = $1000
PS = $750
DWL = $36
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Free Market
Q* = 57.1
P* = $54.3

With Regulation
Q = 39.3
P = $68.6

Cost-Benefit: Regulate if
Social Benefit > DWL + 

Heavy Financial Regulation Compliance Cost Analysis
Demand (WTP)
Supply (MC)
Supply +  = $25
CS = $617
PS = $463
DWL = $223

Deadweight Loss from Financial Regulation (Harberger, 1964)


