|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

Socially Optimal Taxation of Alcohol: The Case of Czech Beer

Kare Janda
University of Economics, Prague; Charles University, Prague; CERGE-EI, Prague
IES FSV UK, Opletalova 26, Prague, Czech Republic
Karel-Janda@seznam.cz

Jakub Mikolasek
Charles University, Prague
IES FSV UK, Opletalova 26, Prague, Czech Republic
Jakub.Mikolasek@gmail.com

Martin Netuka
Charles University, Prague
IES FSV UK, Opletalova 26, Prague, Czech Republic
Netuka@fsv.cuni.cz

Poster prepared for presentation at the Agricultural & Applied
Economics Association 2010 AAEA,CAES, & WAEA Joint Annual
Meeting, Denver, Colorado, July 25-27, 2010

Copyright 2010 by Karel Janda, Jakub Mikolasek and Martin Netuka.
All rights reserved. Readers may make verbatim copies of this
document for non-commercial purposes by any means, provided that
this copyright notice appears on all such copies.



Socially Optimal Taxation of Alcohol: The Case of Czech Beer

mstory of Czech Brewing \

The origins of beer production in Czech region are connected with the Celtic tribes, in first century. In medieval ages, beer started to be

manufactured by cloisters and the royal cities. Its producers were often endowed with various brewing-related privileges which became a source of future
power conflicts. Beer consumption was so popular that times that Prague’s bishop, St. Wenceslas, had reputedly asked the pope to ban beer production in

his diocese. This was the first (and as well the last) ,prohibition” in Czech lands.

The crucial period for further development in Czech beer industry was the last third of 19" century. Technological advancement and resulting
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turbulent growth of the industry created sustained excess of supply and fierce competition among the breweries. Between 1864 and 1910, the number of
breweries has decreased by one half and their average production increased more than fivefold. As a result of this development, the Czech Republic has

enjoyed extremely low beer prices even in 21% century.
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BEER STATISTICS

Czech Republic is one of the leading world’s beer
producers and exporters. It is world leader in per head beer
production and consumption with average consumption 155
and 160 litres per head. This means 48% share of ethanol

drunk in the Czech Republic and 86% of alcoholic drinks’

total volume.

Per-head Beer Consumption

Country 2g03 Per capita
onsumption

(liters)
1 | The Czech Republic 156.9
2 |lreland 131.1
3 | Germany 115.8
4 | Australia 109.9
5 | Austria 108.3
6 |UK 99.0
7 | Belgium 93.0
8 [Denmark 89.9
9 | Finland 85.0
10 | Luxemburg 84.4

Source: http://www.kirinholdings.co.jp

The reason for immense popularity of beer could be

found in long tradition of beer production in Czech lands
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RESULTS and IMPLICATIONS

Optimal Tax Calculation

Tax per liter Tax per liter of the
of ethanol beverage Relative tax
(CzK) (CzK)

Reduction in abuse Dead-weigh loss
costs (CZK million) (CZK million)

5,40 -145 5'~ ~278 -7627
P " . Q_
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Welfare Gain
(CZK million) e
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PRICE ELASTICITIES

~ Calculated own-price and cross-price elasticities 'w

(with t-stats) based on the data from Czech
Household Budget Survey (2002-2007):

Beer Wine Spirits

-0.9715 -0.0681  0.0933
(-4.452) (-6.693) (-1.276)

-0.1143 -1.0880  0.0491
(-3.969) (-6.693) (-1.729)

0.2047  0.2302 -1.2104
(8.821)  (6.790) (-12.853)
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