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Positive Study About Effects of Commodity Tax and Tax Shifting
on Residents’ Consumption

LI Ying
(School of Economics, Tianjin University of Finance and Economics, Tianjin 300222 ,China)

Abstract: Commodity tax can have direct and indirect effect on residents” consumption because of the tax shifting. Eight kinds of con-
suming expenditure of urban residents who have different incomes in China are estimated by micro method that taking advantage of
ELES model and cross section data, and price elasticity of consumers” demand are calculated. Then, elasticity theories are used to
build framework of commodity tax and tax shifting. Taking advantage of price elasticity, we analyzed how residents share the amount of
taxes, including value — added tax, excise tax and business tax when they expense for their commodities. The range of commodity tax
shifting is also estimated. Some conclusions include; Commodity tax is not regressive; Tax is neutral; For different income groups and
different kinds of goods and services, the tax burden varies; Residents tax burden is tightly related to levying scale and tax rate of com-
modity. As a result, residents’consumption must be increased by the improvement of commodity tax system, which includes: The pro-
portion of commodity tax should be decreased and income tax should be increased gradually; Business tax should be substituted further
by value — added tax; VAT system should be improved; Excise tax function should be improved; Commodity tax should be excludable
from prices rather than includable with prices, and so on.

Key Words: commodity tax; tax shifting; price elasticity; residents”consumption
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