
 
 
Description: In a purely competitive market, the firm's demand curve is perfectly elastic 
and the price is the same as the price set in the industry, since the firm is a price taker, not 
price maker. 
 

 
 
Description: The excise tax has shifted the supply curve to the left. Result is higher price 
for consumers and lower price to producers. Demand is elastic, the producer bears most 
of tax burden. Blue area: consumer tax burden. Green area: producer tax burden. 
 



 
 
 

 
 



 
 

 
 



 
 

 



 
 
 

 
 



 
 

 
 



 
 

 
 



 
 

 
 



 
 

 
 



 
 
 

 
 



 
 

 
 



 
 



 
 



 
 



 
 



 
 
 

 
 



 
 

 
 
 
 
 


