%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & 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.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

Selected Paper prepared for presentation at the Agricultural & Applied
Economics Association’s 2011 AAEA & NAREA Joint Annual Meeting,
Pittsburgh, Pennsylvania, July 24-26, 2011.

U.S. Alcohol Consumption: Tax Instrumental Variables in
Quadratic Almost Ideal Demand System (QUAIDS)

Theepakorn Jithitikulchai
Department of Agricultural Economics
Texas A&M University

Copyright 2011 by Theepakorn Jithitikulchai. All rights reserved.
Readers may make verbatim copies of this document for non-commercial purposes
by any means, provided this copyright notice appears on all such copies.



U.S. Alcohol Consumption: Tax Instrumental Variables in \B\XAAEA
Quadratic Almost Ideal Demand System (QUAIDS) P secutua s appies

DEPARTMENT OF THEEPAKORN JITHITIKULCHAI ey . PITTSBURGH
AGRICULTURAL ECONOMICE TJithitikulchai@ag.tamu.edu A.nll"".‘mlll

Conclusion and

] Abstract : ] q
Introduction Policy Implication

. c i s o ¢ Law of Demand in nonparametric

with 1all e c d tr

This study analyzes the annual alcohol consumption on prices, taxes, and other
economic and demographic characteristics from 50 states and the District of
Columbia for 1985-2002 to study the U.S. alcohol demand behavior on beer, spirits,
and wine. Young and Bielinska-Kwapisz (2003) found that the price data contains
measurement error, so using the state and federal taxes as the instrumental « Income has
variables could mitigate the problem. There is the improvement in estimation to use the
the set of all taxes instead of each individual tax.

Therefore, we use the Quadratic Almost Ideal Demand System (QUAIDS) model, .
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proposed by Bank, Blundell, and Lewbel (1997), employing the alcohol prices or the d
. Study U.S. on behavior tax instrgmenta} variables on both pOQqu and‘clusteredldatasets to compare with .

the classical linear models. The statistical inference is based on the bootstrap

variance-covariance matrix. After correct the heteroskedasticity and .

multicollinearity issues, the existing linear regressions models are GLS, GMM-1V,

FE, RE, FE-IV, and RE-IV models. The analysis of elasticities reveals that the .

QUAIDS model is perform better than all linear regressions in term of explanation
Empirical Motivation on consumer behavior. :

* Prices exogeneity measurement error

We also use local constant and local linear estimators with the Gaussian kernel
at varying and the optimal cross-validation bandwidth to study the effects of prices and
income on alcohol consumption. We also find the increasing trends of consumptions
in all types of alcohol for each state. The empirical results indicate that the .
cross-substitution effects among them could imply policy necessity on the — — — @mmma__ﬁ§&ﬁﬁgﬁﬁﬂﬁ2g¥__
simultaneous alcohol excise taxes imposed. In term of estimation, the instrumental s _onin

tax variables could improve the QUAIDS model on reflecting the different
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