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Objective
The Main Objective of This Study Is to Major the Indirect Tax’ Impact On Consumer Behaviour, And Effect On Consumer Equilibrium .The Both Direct and Indirect Taxes Have Impact On Consumer Equilibrium. But As We Know the Burden of Indirect Taxes Can Be Transfer to the Consumer by the Producer, So It has Some Impact On the Purchasing Power of the Consumer. It Is Also a Reason for Shift in Consumer Equilibrium Due to Limited Source of Consumer Income. In This Study We Will See How the Consumer Is Affected by the Indirect Tax and How Consumer Equilibrium Is Shifted Due to Indirect Tax.
Introduction
Topic –impact of Indirect Tax On Cosumer Equlibrium
Tax
Tax Is a Sum of Money Demanded by a Government for It's Support or for Specific Facilities or Services, Levied Upon Incomes, Property, Sales, Etc.
In General, Tax Can Be Defined As a Levy or Other Type of a Financial Charge or Fee Imposed by State or Central Governments On Legal Entities or Individuals.
Local Authorities Like Local Governments, Provincial Governments, Counties and Municipal Corporations Also Have the Right to Impose Taxes. The Rates, Rules, And Regulations of Taxation Differ From One Country to Another and They Are Complex in Character. Tax Is a Principal Source of Revenue for a Country's Government.
Governments Use Taxes to Fund Welfare and Public Services. These Services Can Include Education Systems, Health Care Systems, And Pensions for the Elderly, Unemployment Benefits, And Public Transportation. Energy, Water and Waste Management Systems Are Also Common Public Utilities.
Purpose for Taxation
Taxation has Four Main Purposes or Effects: Revenue, Redistribution, Reprising, And Representation.
The Main Purpose Is Revenue: Taxes Raise Money to Spend On Armies, Roads, Schools and Hospitals, And On More Indirect Government Functions Like Market Regulation or Legal Systems.
A Second Is Redistribution. Normally, This Means Transferring Wealth From the Richer Sections of Society to Poorer Sections.
A Third Purpose of Taxation Is Reprising. Taxes Are Levied to Address Externalities: Tobacco Is Taxed, For Example, To Discourage Smoking, And a Carbon Tax Discourages Use of Carbon-Based Fuels.
A Fourth, Consequential Effect of Taxation in It's Historical Setting has Been Representation. Ruler’s Tax Citizens and Citizens Demand Accountability From Their Rulers As the Other Part of This the American Revolutionary Slogan "No Taxation Without Representation" Implied This: Bargain. Studies Have Shown That Direct Taxation (Such As Income Taxes) Generates the Greatest Degree of Accountability and Better Governance, While Indirect Taxation Tends to Have Smaller Effects.
Tax Classification

direct Tax

a Direct Tax Is a Form of Tax Is Collected Directly by the Government From the Persons Who Bear the Tax Burden. Taxable Individuals File Tax Returns Directly to the Government. Examples of Direct Taxes Are Corporate Taxes, Income Taxes, And Transfer Taxes. 

indirect Tax

an Indirect Tax Is a Form of Tax Collected by Mediators Who Transfer the Taxes to the Government, And Also Perform Functions Associated with Filing Tax Returns. The Customers Bear the Final Tax Burden. As a Result These Taxes Are an Important Part of the Total Cost. As a Result These Taxes Are an Important Part of the Total Cost.
there Are Other Types of Taxes, Which May Either Be Direct Tax or Indirect Taxes, Including Capital Gains Tax, Corporation Tax, Consumption Tax, Inheritance Tax, Property Tax, Excise Duty, Retirement Tax, Tariffs, Wealth Tax or Net Worth Tax, Toll Tax, And Poll Tax.
Consumer Equilibrium
When Consumers Make Choices About the Quantity of Goods and Services to Consume, It Is Presumed That Their Objective Is To maximize Total Utility. in Maximizing Total Utility, The Consumer Faces a Number Of constraints, The Most Important of Which Are the Consumer's income and The prices of the Goods and Services That the Consumer Wishes to Consume. The Consumer's Effort to Maximize Total Utility, Subject to These Constraints, Is Referred to As The consumer's Problem. the Solution to the Consumer's Problem, Which Entails Decisions About How Much the Consumer Will Consume of a Number of Goods and Services, Is Referred to As consumer Equilibrium.
Determination of Consumer Equilibrium. 
Consider the Simple Case of a Consumer Who Cares About Consuming Only Two Goods: Good 1 And Good 2. This Consumer Knows the Prices of Goods 1 And 2 And has a Fixed Income or Budget That Can Be Used to Purchase Quantities of Goods 1 And 2. The Consumer Will Purchase Quantities of Goods 1 And 2 So As to Completely Exhaust the Budget for Such Purchases. The Actual Quantities Purchased of Each Good Are Determined by the Condition for Consumer Equilibrium, Which Is 
Marginal Utility of Good 1 = Marginal Utility of Good 2
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This Condition States That the Marginal Utility Per Dollar Spent On Good 1 Must Equal the Marginal Utility Per Dollar Spent On Good 2. If, For Example, The Marginal Utility Per Dollar Spent On Good 1 Were Higher Than the Marginal Utility Per Dollar Spent On Good 2, Then It Would Make Sense for the Consumer to Purchase More of Good 1 Rather Than Purchasing Any More of Good 2. After Purchasing More and More of Good 1, The Marginal Utility of Good 1 Will Eventually Fall Due to the Law of Diminishing Marginal Utility, So That the Marginal Utility Per Dollar Spent On Good 1 Will Eventually Equal That of Good 2. Of Course, The Amount Purchased of Goods 1 And 2 Cannot Be Limitless and Will Depend Not Only On the Marginal Utilities Per Dollar Spent, But Also On the Consumer's Budget
Impact of Indirect Tax
Indirect Taxes are Imposed by the Government On Producers - But The burden of the Tax can Be Passed Onto Consumers Depending On the Price Elasticity of Demand and Elasticity of Supply for the Product. Therefore in Most Cases, Consumers End Up Paying Some or All of Any Indirect Tax Introduced Into a Market.
An Example of This Is the Air Passenger Duty Per Flight for Domestic Flights. Most Airlines Pass This Straight Onto the Consumer When the Final Price Is Published and Customer Pay the All Weight.
A Marginal Tax On the Sellers of a Good Will Shift the Supply Curve to the Left Until the Vertical Distance Between the Two Supply Curves Is Equal to the Per Unit Tax; When Other Things Remain Equal, This Will Increase The price Paid by the Consumers (Which Is Equal to the New Market Price), And Decrease the Price Received by the Sellers. Alternatively, A Marginal Tax On Consumption Will Shift the Demand Curve to the Left; When Other Things Remain Equal, This Will Increase the Price Paid by Consumers and Decrease the Price Received by Sellers by the Same Amount As If the Tax Had Been Imposed On the Sellers, Although in This Case, The Price Received by the Sellers Would Be the New Market Price. The End Result Is That No Matter Who Is Taxed, The Price Sellers Receive Will Decrease and the Price Consumers Pay Will Increase.
Impact On Consumer Equilibrium
The Effect of This Type of Tax Can Be Illustrated On a Standard supply and Demand Diagram. Without a Tax, The Equilibrium price Will Be At pe and the Equilibrium Quantity Will Be At qe . After a Tax Is Imposed, The Price Consumers Pay Will Shift To pc and the Price Producers Receive Will Shift Topp. The Consumers' Price Will Be Equal to the Producers' Price Plus the Cost of the Tax. Since Consumers Will Buy Less at the Higher Consumer Price (Pc) And Producers Will Sell Less at a Lower Producer Price (Pp), The Quantity Sold Will Fall From qe to qt.
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The Effect of This Type of Tax Can Be Illustrated On a Standard supply and Demand Diagram. Without a Tax, The Equilibrium price Will Be At pe and the Equilibrium Quantity Will Be At qe . After a Tax Is Imposed, The Price Consumers Pay Will Shift To pc and the Price Producers Receive Will Shift Topp. The Consumers' Price Will Be Equal to the Producers' Price Plus the Cost of the Tax. Since Consumers Will Buy Less at the Higher Consumer Price (Pc) And Producers Will Sell Less at a Lower Producer Price (Pp), The Quantity Sold Will Fall From qe to qt.
Role of Elasticity and Competition
The burden of an Indirect Tax can Be Passed Onto the Consumer by the Producer - But Not All of It. The Ability to Pass the Burden of the Tax Depends On Price Elasticity of Demand and Price Elasticity of Supply. when Demand Is Inelastic, Most of the Tax Is Passed Onto the Consumer. When Demand Is Elastic, The Producer Must Carry Most of the Burden of the Tax - They Risk Losing a Large Size of Total Demand If They Pass the Tax Onto the Consumer in the Form of Higher Prices.
The Effect of Indirect Taxes On Goods and Services Also Depends On the Degree of Competition Between Producers in a Market. In Some Industries - Particularly Those for Luxury Goods Where the Demand Is Relatively Elastic - Intense Price Competition Between Producers May Limit the Extent to Which a Firm Is Prepared to Pass On Any Extra Taxes to Consumers.  
Taxation and Government Revenue
The Government Would Rather Place Indirect Taxes On Inelastic Commodities Because the Tax Causes a Small Fall in the Quantity Consumed and As a Result the Total Revenue From the Tax Will Be Greater. A Good Example of This Is the High Level of Duty On Cigarettes and Petrol.
Demand for Both Products Changes Little When a Few Extra Pence Are Added to the Price of a Packet of Cigarettes or a Litre of Fuel. Rising Prices and Higher Taxes Leads to a Sharp Rise in Total Government Tax Revenue. Cigarette and Alcohol Taxes Provide Some of the Largest Sources of Tax Revenue for the Government Every Year.
Merits of Indirect Taxes

Indirect Taxes Are Easy to Implement As These Are Not Related Directly to the Taxpayer Income and Depends On Levied If the Purchase or That Particular Transaction Take Place for Which Tax Will Due. Tax Payer Feels Comfortable to Pay Tax On Individual Transaction. Usually Taxpayer Even Doesn’t Know That If He Is Paying Any Type of Tax.
It Is Easy to Make Changing in the Tax Pattern and Rates As Compare to Direct Taxes. Policy Makers Normally Balance Their Deficit Budget Through Indirect Taxes.
Collection of Indirect Tax Is Certain As When There Will Be a Sale of Finish Product the Government Generates Revenue. Indirect Taxes Are Used to Change the Buying Behaviour of Consumers. Like Tobacco and Liquor Have the High Tax Rates.
Demerits of Indirect Taxes

Fixed Income Class Suffers From These Taxes As Prices of the Products Increase and Their Purchasing Power Shrinks. Prices of Commodities Increase with Indirect Taxes. The Upward Trend of Prices of the Product Cause Cost Push Inflation. This Increasing Inflation Disturbs the Economy and Balance of Payment.
There Is Always a Fluctuation in People Buying Behaviour Which Disturbs the Government Budgeted Income. The Government Forecasted Cash Flow Is Not Certain If There Is Recession in the Economy or the People Buying Pattern Will Change.
Difficulty in Tax Calculation and Collection Are the Drawbacks of Indirect Taxes. As These Taxes Start Form Raw Material and the Burden Keep Passing On to the Final Consumer but If Any Intermediary Manipulate His Transaction Statistics There Will Be Loss of Revenue
Litrature Review
Article- Price Elasticity and Imposing a Specific Tax On the Buyers of Cigarettes
Article Considers the Effect of a Tax Imposed by Government Upon Cigarette. The Demand Curve Is Inelastic Because Consumers Are Addicted to Cigarettes and Will Pay the Extra Burden to Continue to Smoke Them .When Prices Increase Due to Tax (When Demand Is Inelastic, The Producer Is Able to Pass All of an Indirect Tax to the Consumer by Increasing the Market Price) The Quantity Demanded Decreases a Very Small Amount. Government Wanted to Correct the Negative Externalities Which Smoking has with It by Imposing a Tax, The Tax Would Have to Be Very Large. The Bigger the Tax the More Effect It Will Have On Demand. Cigarettes Have an Inelastic Demand Curve, Are Income Inelastic, And Have No Close Substitutes Therefore Imposing a Tax Will Only Increase Their Government Revenue and Will Not Decrease the Quantity Demanded for Cigarettes Enough to Solve All the Costs That Cigarettes Bring.
Article- The Final Incidence of Australian Indirect Taxes
The Australian Bureau of Statistics Provides a Breakdown by Industry of the Revenue Collected From Each of the Major Indirect Taxes in Australia. This Information Does Not Show Who Bears the Ultimate Burden of Indirect Tax As Each Industry May Pass On It's Initial Burden to Others. Thus, The Burden of the Tax May Be Passed On Round by Round to Indirect Business Purchases and Final Demand Until the Total Burden of the Tax Is Passed Onto the Final Consumer. Using a Method to Derive Final Indirect Tax Incidence Developed From Earlier Studies, The Final Incidence of a Selection of Indirect Taxes in Australia Is Presented. The Major Innovation Is to Include the Use of Margin Industries in the Initial Flows of the Input-Output Matrix Ensuring That Taxes On Inputs to Margin Services Are Fully Passed Forward Onto the Good or Service That the Consumer Purchases. It Is Found That Many Goods and Services That Are Initially Exempt From the Main Indirect Taxes, Such As the Wholesale Sales Tax, Have Significant Effective Tax Rates Once Taxes On Inputs to Industry Are Taken Into Account.
Research Methodelogy
I Use Secondary Sources As Research Methodology to Find Out the Hidden Truth and Research the Problems Related to Perception and Decision Making. I Collected the Data Through the Various Sources to Make My Research Effective.
Data Is Collected Through Various Publications of Books, Journals, Magazines and Newspaper & Internet Websites to Complete the Research in a Good Track.
Findings
The Main Finding of This Research Is That Indirect Tax Highly Effect the Consumers. Most of the Indirect Tax in Paid by the Consumers As Producer Forward Taxes to Them by Increasing the End Price. Some of the Product Have High Indirect Tax Include in It's Prise Such As Cigarettes and Liquor. These Taxes Effect the Consumers by Changing There Equilibrium Price. The Middle Fixed Salry Class Suffer Mostly by Indirect Tax.
There Are Also Some Competitive and Highly Elastic Market Where Producer Take the Burden of the Tax.
Government Uses the Indirect Tax for Some Other Social and Economic Reason Also Like the Indirect Tax Like Anti-Dumping Duty Help to Prevent Home Product Demand Tax On the Addicted Things Which Reduce There Use Frequency. So Indirect Tax Are Also a Useful Tool for the Government.
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