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Nils aus dem Moore1

Shifting the Burden of Corporate Taxes –

Heterogeneity in Direct Wage Incidence

Abstract

We contribute to the empirical literature on the eff ective incidence of corporate income 
taxation. We focus on the so-called direct incidence via the wage bargaining process. 
Building on the innovative framework of Arulampalam, Devereux and Maffi  ni (2012), 
we analyze the importance of various dimensions of heterogeneity at the fi rm-level. 
In particular, we investigate the distinct eff ects of (i) fi rm size, (ii) level of profi tability, 
and (iii) competition intensity across (iv) diff erent economic sectors. Furthermore, we 
investigate the relative importance of the surrounding institutional setting. To this end, 
a fi rm-level within-country approach is pursued separately for two diff erent economies, 
namely France and the United Kingdom, which can be regarded as polar cases with 
respect to the relevant features of the wage-setting process. However, in many respects, 
we fi nd surprisingly similar results for both countries. Thereby, this paper also adds to 
the literature by providing new insights on the degree to which results from previous 
single-country studies can possibly be generalized.

JEL Classifi cation: H22, H25, J31, J38

Keywords: Corporate income taxation; profi t taxation; tax incidence; wages; diff erence-
in-diff erences 
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1 Nils aus dem Moore, RWI - Berlin Offi  ce. – The author is grateful to Thomas K. Bauer, Daniel Baumgarten, Nadja Dwenger, Frank 
Fossen, Jochen Kluve and Michael Kvasnicka for helpful comments and suggestions. The usual disclaimer applies. – This paper 
corresponds to chapter 1 of the dissertation „Myths and Measurement – Firm-level Eff ects of Corporate Income Taxation“ at the 
Faculty of Management and Economics at Ruhr-Universität Bochum, available online at http://www-brs.ub.ruhr-uni-bochum.de/
netahtml/HSS/Diss/MooreNilsausdem/. – All correspondence to Nils aus dem Moore, RWI - Berlin Offi  ce, Invalidenstr. 112, 10115 
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ln wit = α + β01 ln wi,t−1 + β02 ln wi,t−2

+ β10 ln Ti,t + β11 ln Ti,t−1 + β12 ln Ti,t−2

+ β20 ln Πi,t + β21 ln Πi,t−1 + β22 ln Πi,t−2

+ γ01 sizei,t + γ02 gdpt + γ03 alot

+ λ01 yeart + λ02 μi + εi,t
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ln wit = α + β01 ln wi,t−1 + β02 ln wi,t−2

+ β10 ln Ti,t + β11 ln Ti,t−1 + β12 ln Ti,t−2

+ β20 ln Πi,t + β21 ln Πi,t−1 + β22 ln Πi,t−2
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+ λ01 yeart + λ02 μi + εi,t
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