
Consumer Inventory and Purchase Timing:

Evidence from the Japanese VAT Increase in 2014∗

Toshiaki Shoji†

January 17, 2016

Abstract

This paper investigates how consumer inventory works in the context of anticipated price change.

I use daily scanner data and specify some features of consumers’ purchase behavior around April

2014 when the Japanese VAT was increased. Data show that rush demand before tax increase

consists of rises in both intensive margin (per capita quantity) and extensive margin (the number

of customers), in contrast, subsequent decline is almost because of decrease in extensive margin.

Next, I construct a consumer inventory model combined with both fixed and storage costs in

which both intensive and extensive margins can vary. Fixed and storage costs are the main

driver of the adjustment of extensive and intensive margins respectively. Finally, I simulate the

model and confirm that the dynamics of margins is consistent with data.
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