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Abstract

This preliminary analysis shows the increase of living costs of different types of households due to
proposed VAT rate adjustments. In the recent months there have been several proposals of tax
reforms based on harmonization of VAT rates, and a potential reduction in social security
contributions. The proposal of harmonization of VAT rates to 19 percent and the social security
contributions reduction by 5 percent were recommended by the Bezdék committee. On one hand,
achieving a more effective taxation system and the necessity to fund the increasing pension system
costs are cited as the arguments in favor of these changes. On the other hand, these reforms are
often criticized in public debates due to their uneven social impacts. According to this analysis,
however, the harmonization of the VAT rate to 19 percent does not have a significantly higher
impact on poorer households in comparison to richer households. If the two rates are preserved (the
standard VAT rate of 20 percent and the reduced VAT rate of 17 percent), the outcome is in fact very
similar to the VAT rate harmonization.

Download the complete study (in Czech only).
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