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Do you agree or disagree with this and why? 75 words 
 J,C 1. I have heard the saying “if you tax a business, they will pass the tax on to their customers” for as long as I can remember. Heck, I am sure I have probably said it myself. Having gained a better understanding this week of elasticity and how the tax burden works, I really feel like a fool for not knowing what I was talking about.
Consumer reaction can influence the price of goods, causing the price to increase or decrease. How much the demand changes the price of goods is known as elasticity (Garbus, 2015). No matter what the price change is, taxes still must be paid on the good purchased. The tax burden of a good is shared between the buyer and seller. In looking at how that tax burden is shared, “the relative elasticity of supply and demand determines the distribution of the tax burden for a good” (Sexton, 2013, p. 175). Tax burdens are greater for the consumer when the demand is less elastic in that area. The opposite holds true for the tax burden on the seller in that if there is greater elasticity in demand than in supply, a greater amount of tax is paid by the seller. What does this mean? Essentially supply and demand play a factor in who has the greater share of the tax burden. When there is less demand for a good, sellers are going to lower the price to reduce the quantity in stock. By doing so, buyers will realize a lower price and less tax. When demand is high and quantity is elastic, buyers are willing to pay more for something they want. This causes the tax burden to be higher on the consumer.
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2. Top of Form
Hi All,
2.Thank you for all of your work so far this week. We get to see some of this statement playing out today. Rather than being about business taxes, though, we are seeing it with tariffs.  There is a lot of concern that putting tariffs on Chinese goods will just mean we are taxing consumers.  There is some truth to that, but it isn't necessarily the whole truth.  Elasticity plays an important role in determining who bears the burden of the tariff just like it does with business taxes.  Digging more into elasticity, the elastic or inelastic nature of the good is what determines who bears the burden.  If a good is inelastic, consumers beard most of the burden of the tax but if the good is elastic then producers bear most of the burden.  That is, if consumers are going to buy the product anyway, businesses can just pass the tax on to them.  But if consumers will stop buying the product, producers will have to bear the burden in order to still sell their product.  One final thought for you to think about, when it comes to deciding to tax a good, governments tend to pick goods with inelastic demands (or supplies).  Why would they do that?  What does that suggest about the likelihood of taxes being used to effectively reduce smoking?
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