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Using a DSGE model estimated by Bayesian inference methods, we investigated
the short-to-mid term effects of tax reform policies, including the one increasing the consumption
tax rate. For that purpose, we formulated a model with two types of workers, high-skilled and
low-skilled ones, and estimated it with Bayesian methods. The main collusions are the following. (1)

A consumption tax increase yielded a rise in the price level, but a decline in the consumption and
production. (2) It increases the average wage rate and decreases the real interest rate. (3) The
wage gap between the high-skilled and low-skilled workers shrinks in the short term, but (4) widens

in the mid term. (5) As for the capital/labor income ratio , the labor’ s share increases and the
capital’ s share declines in the short-to-mid term.
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