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The purpose of this project is to study tax shifting of excise taxes on alcoholic and non-alcoholic beverages at the micro--level in Denmark. The project has important policy implications: First, it is very important from a policymaker's point of view that tax changes are fully shifted onto the after--tax price without any changes in pretax prices. Second, the empirical results can be used to infer whether a particular goods market operates under full competition or not. Third, it is very often assumed that tax shifting is the same for all goods and consumers bear the full burden. If there is differential tax shifting across different goods (the same tax change affects pretax prices on different goods differently), then this would have consequences for how these tax changes affect different income groups. The distributional effects of sales and excise taxes are very important to policymakers and for the design of tax policies. Our empirical study provides new knowledge about these issues. We find a considerable heterogeneity across products, brands, types of stores and regions. In general the empirical evidence suggests overshifting of tax hikes and undershifting of tax cuts. There is some evidence suggesting that tax pass--through also is determined by border effects.

A working paper has been presented at an EPRU seminar and at a conference. The attached working paper is undergoing a revision and will be split into two papers, one aiming at NØT where we present the main results and one paper where we more systematically investigate the relations between tax incidence, the percentage change in after tax prices and pretax prices.

