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� Income tax – affects consumer spending, demand and 
ultimately profit. Not ALL firms will be affected

� VAT – makes goods more expensive, so affects 
consumer spending. SOME products exempt 
(newspapers, childrens’ clothes etc.)

� Excise duty – mainly effects price inelastic products 
(petrol, alcohol, cigarettes) – consumer may have less 
disposable income which affects other firms

� Corporation tax – affects profit, expansion, risk-taking

� Generally, spending increases total spending in 
the economy – most markets grow

� Any firm involved in an area of government 
spending (construction, education etc.) are 
directly affected

� Multiplier effects – spending on one sector may 
create jobs in others (e.g. health care –
construction – drug manufacturers)


