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Abstract

One of the concerns of consumers and monetary authorities regarding the change in the VAT rate is the
impact that this type of measure has on the value of the basic consumption basket and price growth.
The objective of this study is to estimate the degree of pass-through that the VAT rate increase from
16% to 19% in 2016 registered on consumer inflation. Three methodologies are used: the first one is
based on the weights of the groups of goods and services of the CPI basket and the second one is
based on the input-output matrix. The third methodology corresponds to the application of the surrogate
index procedure. According to the results of the first two methodologies, the pass-through of the tariff
increase on CPI inflation was 1.03 percentage points (pp), of which 0.68 pp are explained by the direct
effect, calculated through the CPI weights, and 0.35 pp by the indirect effect obtained through the input-
output matrix, which is equivalent to a total pass-through percentage of 40%. The result of the proxy
index procedure reveals that the pass-through on CPI inflation was 0.84 pp, which corresponds to a
pass-through percentage of 33%. When the indexes that make up the CPI basket are analyzed in a
disaggregated manner, it is found that the degree of pass-through is highly heterogeneous.

 

The pass-through of the VAT rate change is much less than proportional and highly
heterogeneous.
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