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3. a) Market Equilibrium
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3. b) Imposed tax on consumers
,

Solve for the after-tax equilibrium

pit =pdC tax on Buyer )

d
Market A : Demand : Pa -- lo - 2 Qa

supply : pas = , + QA

Imposed unit tax on consumer
,

Psxt=pd
A A A

= to - 2 Qa

Psa = , + QA

Pas = ( lo - tf - 2QA

Psa =L + QA
⇒ Solve ( 10 -t) - 2Qa= It QAA

3Qat= 10 - ta- I
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Market B : Demand : Pgd .- zo - Qed
Supply : Psg -- 2t2Qg

Imposed unit tax on consumer
,
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So
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our Hessian matrix is negative definite

and globally concave so
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