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Abstract

This paper reports the results of the analysis using the universe of the corporate tax re-
turn to show distributions of income or loss amounts and corporate income tax amounts by
attributes such as capital amount, industry and family or non-family classification, and to
analyze the distribution of tax loss carryforwards and other measures. Our data come from
the tax returns during FY2014 to 2020. We construct panel data set considering mergers,
multiple filing in a single year and missing information.

The results using our full sample, excluding consolidated corporations, foreign corpora-
tions and corporations that are closed or in liquidation, are as follows. The distribution of
income or loss amounts, which are not published in the Corporation Sample Survey, sug-
gests that noticeable bunching at the point where income is exactly 0 yen. Corporations re-
sulting in zero loss amounts are more prevalent among corporations with capital of 100 mil-
lion yen or less and less prevalent among corporations with capital of over 100 million yen.
Corporations that became loss-making corporations for seven consecutive years account for
approximately 36.5% of all corporations, with the proportion increasing with smaller capi-
tal. Only 1.1% of all corporations apply a loss carryforward deduction for seven consecutive
years, while 21.2% of all corporations do not apply a loss carryforward deduction at all in
seven consecutive years. We examine the transition between fiscal years for corporations
with capital of over 100 million yen and those with capital of less than 100 million yen. The
transition probability for corporations with capital of over 100 million yen that reduce their

* This study is one outcome of research conducted jointly with the National Tax College based on the “Guidelines for Utiliz-
ing Administrative Records Held by the National Tax Agency in Joint Research with the National Tax College.” We submitted
a request to the National Tax Agency for the use of their administrative records, which was approved in February 2023. The re-
search was then carried out in collaboration with the National Tax College. This article is based on a study first published in
Financial Review, No. 160 (pp. 182-258), which was written in Japanese by Takero Doi, Shunichiro Bessho and Katsuki Mori
in 2023. Takero Doi gratefully acknowledges the financial support from the Japan Society for the Promotion of Science (Grant
number 23K01440) and from Mizuho Securities Co., Ltd. (Commissioned research “Research Study on the Impact of Interna-
tional Trends in Corporate Taxation on Corporate Finance”). Hiroshi Narita and staff of the National Tax College, and Toshiyu-
ki Uemura provided helpful advice, without assuming responsibility for errors or interpretations. The opinions expressed in
this paper are those of the authors and do not necessarily reflect the views of the Ministry of Finance, the Ministry of Finance’s
Policy Research Institute, the National Tax Agency, and the National Tax College.
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capital to 100 million yen or less in the next fiscal year ranges from just under 4% to just
over 5%. On the other hand, the transition probability for corporations with capital of 100
million yen or less that increase their capital to more than 100 million yen in the next fiscal
year is extremely low. Loss-making corporations have a higher probability of reducing their
capital to 100 million yen or less in the next fiscal year than profit-making corporations. We
clarify the number of corporations by corporate tax amount bracket to show that corpora-
tions paying over 5 million yen in corporate tax, whose share is approximately 5%, account
for approximately 95% of all corporate tax. We also find that the larger the capital size of a
corporation, the higher the proportion of corporations paying over 5 million yen.

Keywords: corporate tax, corporate tax return, tax records, loss-making corporations,
capital reduction
JEL Classification: H25, H32, M41

I. Introduction

According to the National Tax Agency’s “National Tax Agency Annual Statistics Re-
port” and “The Actual State of Corporate Enterprises Seen from the Taxation Statistics (Cor-
poration Sample Survey),” more than 60% of corporations are loss-making corporations.
While the number of profit-making corporations by income (profit) class is compiled and
published by industry and capital class, the results by loss class are not published, and the
distribution of loss amounts is unclear from public statistics. Therefore, while it is possible
to estimate the effects of policy changes that increase or decrease income, it is difficult to
accurately estimate the effects of policy changes that reduce losses and turn loss-making
corporations into profit-making corporations from public statistics. Examples of such system
changes include changes in loss carryforwards. The loss carryforward system allows losses
to be carried forward to subsequent fiscal years and deducted from taxable income, and is
thought to be one of the institutional factors reducing corporate tax revenue. Perhaps due to
this concern, this system was revised in fiscal years 2011, 2015, and 2016. Its effectiveness
is one of the systems in need of further review.

Based on a joint research project with the National Tax College using administrative re-
cords held by the National Tax Agency, this paper reports the results of the analysis using
full census data in Appended Table 1(1) of the corporate tax return. The purpose of this pa-
per is to use microdata from corporate tax returns to show distributions of income or loss
amounts and corporate income tax amounts by attributes, such as capital amount and indus-
try, and to analyze the distribution of tax loss carryforwards and other measures. In particu-
lar, the “growth-oriented corporate tax reform” implemented in the 2010s reduced the effec-
tive corporate tax rate and expanded the size-based business taxation of the enterprise tax as
a means of securing alternative revenue sources." Based on this background, this paper se-
lects and aggregates corporations estimated to be subject to size-based business taxation
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(hereinafter, “size-based-taxed corporations”). It also focuses on the differences in the appli-
cability of tax loss carryforwards and tax status between corporations with capital of less
than 100 million yen and those with capital of more than 100 million yen, as well as the
transition from the latter to the former.

The structure of this paper is as follows. Section Il provides an overview of the content
and nature of the corporate tax return data used in this paper. Section Il summarizes the
data, first showing the distribution of corporations by income and loss brackets, and examin-
ing the actual state of loss-making corporations, including the distribution of loss amounts.
In doing so, we also focus on loss-making corporations with an income of zero yen. Section

Table 1. The Number of Corporations in the Sample

Unit: corporations
2014 2015 2016 2017 2018 2019 2020

Total 2,588,830[ 2,612,902 2,641, 640] 2,673,361 2,702, 570 2, 739, 474| 2, 167, 864
Loss—making corporation 1,722, 478] 1,698, 735| 1,686, 996( 1,681, 662| 1,686,973| 1,697,127 1,728,516
Profit-making corporation 866,352 914,167[ 954,644 991,699[ 1,015, 597[ 1,042, 347[ 1,039, 348
Capital size (yen)
<10 mil 2,213,459 2,239, 301 2,270, 059 2, 302, 754 2, 332, 049 2, 369, 047 2, 399, 219
between 10 mil and 100 mil 341,908 340,577[ 338,825[ 338,020( 338,107[ 338,012 336,451
100 mi | 9,271 9,623 10, 092 10, 547 11, 040 11, 551 11,982
between 100 mil and 1 bil 17,938 17, 300 16, 676 16, 163 15,572 15,103 14,515
> 1 bil 6,248 6,101 5,988 5,871 5,802 5, 161 5,697
Non—fami [y corporation 59,789 60, 039 60, 474 62,328 62, 966 66, 272 65, 393
Specified family corporation 39, 886 35, 798 31, 836 28, 807 26, 233 24,137 21,529
Fami |y corporation etc. 2,489, 155| 2,517,065 2, 549, 330 2, 582, 226| 2, 613, 371 49, 065] 2, 680, 942

2,6
94] 2, 361,893] 2, 386,997] 2,412, 710{ 2, 429, 561

Family corporation 2,289, 311[ 2,310, 499] 2,334,3
Size-based-taxed corporation| 20,129 9, 386 18, 689 18,077 17,426 6,959 16, 293
Domestic ordinary 2,479,945] 2,502, 219] 2,529, 1117 2, 559, 394 2,587, 757] 2, 623, 631] 2, 651, 862

corporation
(excl. general
incorporated association

etc)

Shares 2014 2015 2016 2017 2018 2019 2020
Loss-making corporation 66. 53% 65. 01% 63. 86% 62. 90% 62. 42% 61. 95% 62. 45%
Profit-making corporation 33.47% 34.99% 36. 14% 37.10% 37.58% 38. 05% 37.55%
Capital size (yen)

<10 mil 85. 50% 85. 70% 85. 93% 86. 14% 86. 29% 86. 48% 86. 68%
between 10 mil and 100 mil 13.21% 13.03% 12. 83% 12. 64% 12.51% 12. 34% 12. 16%
100 mi | 0. 36% 0.37% 0. 38% 0.39% 0.41% 0.42% 0. 43%
between 100 mil and 1 bil 0. 69% 0. 66% 0. 63% 0. 60% 0.58% 0. 55% 0.52%
> 1 bil 0. 24% 0.23% 0.23% 0.22% 0.21% 0.21% 0.21%
Non—family corporation 2.31% 2. 30% 2. 29% 2. 33% 2. 33% 2. 42% 2. 36%
Specified family corporation 1. 54% 1.37% 1.21% 1. 08% 0.97% 0. 88% 0. 78%
Fami |y corporation etc. 96. 15% 96. 33% 96.51% 96. 59% 96. 70% 96. 70% 96. 86%
Size-based-taxed corporation| 0. 78% 0. 74% 0. 71% 0. 68% 0. 64% 0.62% 0.59%

Source: Authors’ calculation

! Japan’s corporate tax system consists of three taxes: the corporate tax levied by the central government (this paper uses the
tax return for this tax), the corporate resident tax, and the enterprise tax levied by local governments. The corporate resident
tax has a nearly identical tax base to that of the corporate tax. The enterprise tax consists primarily of the income component,
the value-added component, and the capital component. Taxes levied on corporate income include the corporate tax, the corpo-
rate resident tax, and the income component of the enterprise tax. On the other hand, the value-added component is levied on a
company’s value added, and the capital component is levied on paid-in capital, etc. These are classified as size-based business
taxation.
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IV analyzes the number of corporate tax amounts by corporate tax bracket. This makes it
possible to show the proportion of corporate tax revenue paid by corporations with high cor-
porate tax amounts. Information on the distribution by corporate tax bracket is not disclosed
in public statistics.

Section V presents the distribution of loss-making corporations by capital class, focusing
on “size-based-taxed corporations” with capital of over 100 million yen. Section VI shows
the breakdown by industry. Section VII examines the situation of loss-making corporations,
focusing separately on non-family corporations and specified family corporations.

Section VIII shows the distribution of corporations by the number of years they were
loss-making corporations and by the number of consecutive years they were loss-making
corporations from FY2014 to 2020. In addition, we analyze the transition between prof-
it-making corporations and loss-making corporations between fiscal years (e.g., a corpora-
tion that is profit-making in the current fiscal year but becomes loss-making in the following
fiscal year), and compare the transition between fiscal years by capital size.

Furthermore, we present the transition between corporations with capital of over 100
million yen and those with capital of less than 100 million yen, and show how their transi-
tion changed between fiscal years. In doing so, we consider whether loss-making corpora-
tions have reduced their capital in line with their business realities, and whether profit-mak-
ing corporations have reduced their capital due to the impact of tax system reforms
following the growth-oriented corporate tax reforms implemented in the 2010s.

The final section, Section IX, touches on the remaining issues in this paper’s analysis.

Il. Data
I1-1. Microdata from Corporate Tax Returns

The data used in this paper was constructed from microdata of corporate income tax re-
turns as follows. The data used in this paper is only Appended Table 1(1) of the corporate
tax return, and covers all individual domestic corporations that are required to file under the
Corporate Tax Act. Individual corporations include domestic and foreign corporations, and
domestic corporations include public interest corporations, cooperatives, unincorporated as-
sociations, and ordinary corporations. However, this paper does not use any information on
consolidated tax payments.

The corporate tax returns used in this paper are those filed on or after the deadline or as
amended returns. Returns for fiscal years starting from April 1 to March 31 in the next year
are treated as returns of this year, and the analyzed period spans seven years from fiscal
years 2014 to 2020.

Due to factors such as changes in a corporation’s business year, a corporation may sub-
mit multiple tax returns between April 1st and March 31st in the next year. This means that
there may be multiple records within the same fiscal year with the same bureau number and
reference number, but with a business year of less than 12 months. In this paper, in order to
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construct and analyze “fiscal year” data for each corporation, for duplicate data with a busi-
ness year of less than 12 months, the industry number, capital amount, blue/white classifica-
tion, tax return classification, and loss carryforward amount are taken from the last data
point within the same business year. Sales amount, income amount, corporate tax amount,
loss carryforward deduction amount for the current period are calculated by adding up the
duplicate data.”

In addition, in order to make comparisons with the previous year for the same corpora-
tion, we processed the data so that the bureau number and reference number were uniquely
determined within the same fiscal year. In other words, when multiple corporations merged
and the fiscal year boundaries were changed, we adjusted the corresponding data. In other
words, for variables other than industry number, capital amount, blue and white classifica-
tion, and tax return classification, the sum of the merged corporations was calculated, and
for industry number, capital amount, blue and white classification, and tax return classifica-
tion, the values of the surviving corporation were used.

Some corporations have missing information on their corporate tax returns due to the
absence of a capital amount entry. Corporations with missing capital amounts are treated as
having a capital amount of zero. Regarding the classification of a corporation as a family
corporation or non-family corporation, Appended Table 1(1) of the corporate tax return in-
cludes a “family or non-family classification” field, where the corporation is entered as a
family corporation, specified family corporation, or non-family corporation. However, some
corporations also have missing information for this classification. Therefore, we performed
the following procedures to impute missing information on capital amounts. First, for cor-
porations whose classification (which is thought to be less likely to change than capital
amount) remained unchanged before and after the years in which the data was missing, we
imputed the missing data by assuming that the missing year was in the same classification as
the preceding and following years. Second, for corporations whose capital amount remained
the same before and after the missing years, and whose classification remained unchanged,
we imputed the missing data by assuming that the capital amount for the missing year was
the same as the preceding and following years.?

% The corporations used in this study are slightly different from those in Doi, Bessho, and Mori (2023). Further examination
after Doi, Bessho, and Mori (2023) was published, some inconsistencies were revealed, such as in losses arising from the ag-
gregating of data from multiple returns for the same fiscal year, and as a result, some corporations were excluded from the
analysis. In addition, the capital amounts of some corporations were adjusted by referencing the Financial Statements Statistics
Survey by Corporations by the Ministry of Finance’s Policy Research Institute, the Basic Survey of Japanese Business Activi-
ties by the Ministry of Economy, Trade and Industry, and Nikkei NEEDS corporate and financial data.

® Naturally, corporations with no capital or investments have a capital amount of 0 yen, but because such corporations have a
capital amount of 0 yen in the first place in every fiscal year, this treatment does not supplement capital amounts exceeding 0
yen. Furthermore, even in the family or non-family classification, for corporations whose capital (or investments) are missing
in the year prior to the year in which they change and whose figures remain missing after the change, there is no way to sup-
plement these missing figures, so the family or non-family classification is left unknown.
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[1-2.  Overview of the Analyzed Data

Table 1 shows the total number of corporations (excluding consolidated corporations
and foreign corporations) for each fiscal year, excluding corporations that are closed or in
liquidation after carrying out the processing described in the previous section. In that sense,
this paper uses a full census of data of Japanese corporations. Table 1 shows that the number
of corporations was approximately 2.59 million in FY2014, which increased over the peri-
od, reaching approximately 2.77 million in FY2020.

Of these, how many were loss-making corporations? When divided into loss-making
corporations (corporations with negative (loss) or zero income (including cases where in-
come is zero after deducting loss carryforward)) and profit-making corporations (corpora-
tions with positive income (profit)), the result is shown in Table 1. The income amount or
loss amount here is the income amount after loss carryforward deduction is carried forward
(“Income amount or loss amount” in column (1) of Appended Table 1 (1) of the corporate
tax return).

The number of loss-making corporations decreased from approximately 1.72 million in
FY2014 to approximately 1.68 million in FY2017, but has been increasing since FY2018,
reaching approximately 1.73 million in FY2020.

The ratios of these corporations to all corporations in this paper are also shown at the
bottom of Table 1 (same below). The proportion of corporations recording losses had been
declining from 66.53% in FY2014 to 61.95% in FY2019, but rose to 62.45% in FY2020,
when the COVID-19 pandemic hit. This paper examines these loss-making corporations
from various perspectives.

Corporations can be classified by capital size into those with capital of 10 million yen or
less, between 10 million yen and 100 million yen, 100 million yen, between 100 million yen
and 1 billion yen, and over 1 billion yen, as shown in Table 1. Corporations with capital of 10
million yen or less include not only corporations with no capital or investment equity (corpo-
rations with capital of 0 yen), but also corporations with missing capital, as mentioned above.

As is already known, the number of corporations with capital of 100 million yen or less
is overwhelmingly large, and the results of this paper are similar, with their proportion in-
creasing from 98.71% in FY2014 to 98.84% in FY2020. Conversely, as shown in Table 1,
the number of corporations with capital of over 100 million yen has been on a downward
trend over this period. Furthermore, while there were reported cases of corporations with
capital of over 100 million yen reducing their capital to 100 million yen, the number of cor-
porations with capital of exactly 100 million yen has increased from 9,277 in FY2014 to
11,982 in FY2020.

We calculated the shares of family corporations or non-family corporations from corpo-
rate tax returns.* Appended Table 1(1) of the corporate tax return includes a column for
“family corporation/non-family corporation classification,” which we use. Corporations that
meet certain requirements stipulated in the Corporate Tax Act are deemed to be specified
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family corporations.” However, some information is missing from the “specified family cor-
poration/non-family corporation” classification. Therefore, based on the imputation process
described above, we classified these corporations as non-family corporations, specified fam-
ily corporations, and family corporations, etc., as shown in Table 1.° In this paper, “family
corporations etc” includes not only family corporations, but also corporations whose classi-
fication on the corporate tax return is missing for the current fiscal year. Non-family corpo-
rations account for just over 2% of all corporations covered in this paper, while the share of
specified family corporations have declined from 1.54% in FY2014 to 0.78% in FY2020,
and the number of corporations is also on a downward trend. This shows that the majority of
corporations in Japan are family corporations. The number of family corporations accounted
for approximately 96% of the total number of “family corporations etc” (including those
whose status information is missing) in every fiscal year.

Finally, this paper compiles a list of corporations that are (presumed to be) subject to
size-based business taxation as a part of the enterprise tax (based on value-added and capi-
tal), whose tax rate was raised in the growth-oriented corporate tax reform in the mid-2010s.
These results are shown in Table 1.” As mentioned above, in line with the decrease in corpo-
rations with capital of over 100 million yen, the number of corporations subject to size-
based business taxation has decreased from 20,129 in FY2014 to 16,293 in FY2020. Fur-
thermore, their proportion to all corporations covered in this paper fell from 0.78% in
FY2014 to 0.59% in FY2020.

Table 1 also shows the number of domestic ordinary corporations, excluding corpora-

* A family corporation is a corporation in which the total number of shares or amount of investment held by the top three
shareholder groups of a corporation is equivalent to more than 50% of the total number of issued shares or total amount of in-
vestment of the corporation.

® A specified family corporation is a corporation in which more than 50% of the total issued shares are controlled by one
shareholder group (hereinafter referred to as a “controlled corporation”), and if there is a corporation that is not a controlled
corporation among the shareholders, etc. that formed the basis for determining whether the corporation is a controlled corpora-
tion, the corporation would still be considered a controlled corporation even if that corporation were excluded from the share-
holders, etc. that formed the basis for the determination (excluding controlled corporations whose amount of capital or invest-
ment is 100 million yen or less). For business years beginning on or after April 1, 2010, a controlled corporation whose amount
of capital or investment is 100 million yen or less will be included in the specified family corporation if it is an ordinary corpo-
ration that has a wholly-owned relationship with one of the following corporations:

(a) A corporation with capital or investment of 500 million yen or more.

(b) Mutual corporations (including foreign mutual corporations) as defined in the Insurance Business Act.

(c) Trusted corporations as defined in Article 4-7 of the Corporate Tax Law

® Regarding the supplementary determination of whether a corporation is a family corporation, a specified family corporation,
or a non-family corporation, it is difficult to reconstruct the method used in the Corporation Sample Survey, so we follow the
method described above, which is therefore different from that used in the Corporation Sample Survey.

" It is not possible to identify corporations subject to the size-based business taxation (size-based-taxed corporations) from
their corporate tax returns. Therefore, we select and compile a list of corporations estimated to be size-based-taxed corpora-
tions, subject to the size-based business taxation. Of all corporations in this paper, we estimate that corporations with capital
exceeding 100 million yen and not engaged in electricity transmission and distribution, pipeline gas supply, life insurance,
non-life insurance, small-amount short-term insurance, or trade insurance are size-based-taxed corporations. This is consistent
with Doi, Bessho, and Mori (2023). Doi, Bessho, and Mori (2023) compared the size-based-taxed corporations estimated in
this paper with the number of size-based-taxed corporations in the Ministry of Internal Affairs and Communications' "Survey
on Prefectural Taxation Status" (excluding consolidated tax return filing corporations), and found that the total deviation rate
was less than 3% in absolute terms in all years, indicating a high degree of consistency. However, in FY2020, the size-based
business taxation was also applied to retail electricity businesses, power generation businesses, specified wholesale supply
businesses, and specified gas supply businesses, but this change is not reflected in this paper.
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tions that are closed or in liquidation, general incorporated associations and foundations (ex-
cluding non-profit corporations as defined in Article 2-9-2 of the Corporate Tax Act), and
special corporations (Bank of Japan, stock exchanges, and commaodity exchanges), which
are the subjects of the Corporation Sample Survey. Doi, Bessho, and Mori (2023) examined
the number of corporations and other information on domestic ordinary corporations in or-
der to investigate their discrepancies with the Corporation Sample Survey. However as this
is not the purpose of this paper, we do not limit ourselves to domestic ordinary corporations,
but instead target all corporations (excluding corporations that are closed or in liquidation,
consolidated corporations, and foreign corporations) in this paper.

1. Loss-making Corporations by Income and Loss Class
[11-1. Distribution of the Corporations

Table 2 presents the number of corporations in this paper by income bracket. Table 2
also shows the number of loss-making corporations by loss bracket. In the Corporation
Sample Survey, only the number of profit-making corporations are published for income
brackets, and for loss-making corporations, only the total number of corporations is shown
without showing any loss brackets. In this respect, clarifying the number of loss-making

Table 2. The Number of Corporations by Income or Loss Class

All corporations Unit: corporation
Loss class 2014 2015 2016 2017 2018 2019 2020

¥ 1 bil+ 755 762 688 619 648 114 1,417
500 mi |+ 870 887 858 710 903 1,022 1,593
200 mil+ 3,165 3,146 3,107 2,801 2,914 3,421 5, 280
100 mil+ 5, 547 5,514 5, 436 5,109 5,478 6,109 9, 068
50 mi |+ 11,168 11, 350 11,222 10, 509 11,530 12, 856 18, 757
20 mil+ 35, 442 35, 864 35,594 34, 690 36, 905 40, 671 58, 074
10 mil+ 58,034 59, 025 59, 721 59, 436 62, 670 66, 366 89, 045
5 mil+ 06,818 09, 787 0, 440 1, 051 15,079 18,530 41, 363
3 mil+ 16, 656 18, 635 9,343 9,234 22,292 23, 396 31,159
2 mil+ 06, 509 08, 398 07,967 08, 052 10, 100 10, 424 08, 599
1mil + 76,929 18,074 78,002 16, 981 18, 711 79, 029 68, 188
between 0 and 1 mil. 372,942 376,960| 376,554 375,258| 376,817[ 380,460] 351,967
0 727,643 690,333| 678,064 677,212] 662,866 654,069] 644, 006
Total of loss-making [1,722,478]|1, 698, 735[ 1, 686, 996| 1, 681, 662 1, 686, 973| 1, 697, 127{ 1, 728, 516

Income class

between 0 and 1 mil. 277,204 283,493| 288,478 293,546] 295,994 299,156] 287, 051
1T mil + 105,251] 110,446 115,059] 119,074] 121,347 124,531] 131,902
2 mil+ 66, 791 71, 256 74,722 71,684 79,984 82,117 88, 064
3 mil+ 87,105 92, 407 97,612] 101,252 105,180] 108,250 112,942
5 mil+ 109, 731] 118,421| 125,380] 131,334 135,950] 141,942 142, 255
10 mi [+ 81,525 87,753 93,412 98,331 102,348| 106,811 103, 842
20 mil+ 69, 473 75, 451 80, 466 85, 059 87, 636 91,114 88,012
50 mi |+ 30, 11 33,007 34,914 37,211 37, 661 39,312 38, 041
100 mi [+ 7,58 9,017 20, 089 21,735 22,353 22, 626 21,731
200 mi |+ 2,309 3,013 13, 982 15,078 15, 505 15, 254 14, 760
500 mi I+ 4,513 4,902 5,157 5, 563 5, 808 5, 632 5,320
1 bil+ 4,758 5, 001 5,373 5, 826 5, 831 5, 602 5,422
otal of profit-making| 866,352 914,167] 954, 644[ 991, 699|1,015,597[ 1,042, 347] 1, 039, 348

otal 2,588,830[2, 612, 902| 2, 641, 640[ 2, 673, 3611 2, 702, 570[ 2, 739, 474] 2, 767, 864

hare of loss-making 66. 53% 5. 01% 63. 86% 62. 90% 62. 42% 1. 95% 62. 45%

Share of loss > 0 38.43% 38.59% 38.19% 37.57% 37.89% 38. 08% 39. 18%
Share of loss = 0 28.11% 26.42% 25.67% 25.33% 24.53% 23. 88% 23.27%

Source: Authors’ calculation
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corporations by loss bracket is one of the contributions of this paper.

Table 2 shows that corporations with income of exactly 0 yen account for around 25%
of all corporations and around 40% of all loss-making corporations. Corporations with loss-
es exceeding 0 yen accounted for just under 40% of all corporations during the period. The
proportion of profit-making corporations is as shown in Table 1. Doi, Bessho, and Mori
(2023) confirmed that the distribution of the proportion of loss-making corporations and the
number of profit-making corporations during this period is quite consistent between our tab-
ulations and the Corporation Sample Survey.

The distribution of the number of corporations by income and loss brackets shown in
Table 2 appears to be noticeably® “bunching” at the point where income is exactly 0 yen in
every fiscal year.

It is well known that the proportion of profit-making corporations in Japan is 30-40% of
all corporations, and that the proportion of loss-making corporations is 60-70% of all corpo-
rations. However, as shown in Table 2, it is less known that corporations with zero income
(loss) account for around 25% of all corporations, and around 40% of loss-making corpora-
tions. In other words, since corporations with zero income are considered to have positive
income for the current fiscal year before applying loss carryforwards, Table 2 shows that
corporations with positive income for the current fiscal year before applying loss carryfor-
wards, including profit-making corporations, account for around 60% of all corporations.

What changes occurred in the corporation distribution before and after the loss carryfor-
ward deduction was applied? Table 3 shows the distribution of corporations by income
bracket based on income before loss carryforwards deduction. Looking at the income brack-
ets before loss carryforward deductions’, the number of corporations with income before
loss carryforward deductions of exactly 0 yen increased from 16,541 in FY2014 to 20,618
in FY2019, but then decreased to 20,144 in FY2020. However, in terms of composition, this
represents only around 0.7%. In other words, corporations with income before loss carryfor-
wards deduction of exactly 0 yen are rare. Furthermore, the percentage of corporations with
positive income before loss carryforwards deduction was just over 60% in each fiscal year.

Table 4 shows the number of corporations obtained by subtracting the number of corpo-
rations by income amount group shown in Table 3 from the number of corporations by in-
come amount group shown in Table 2. Table 3 shows the number of corporations by income
amount group before loss carryforwards deduction, while Table 2 shows income (income
amount) after loss carryforwards deduction. Note that Table 4 simply compares the number
of corporations for each income amount group, regardless of whether it is before or after

® Needless to say, whether or not a bunching exists needs to be examined using appropriate econometric methods.

® Strictly speaking, based on Appended table 4 of the corporate tax return, income is calculated after deducting losses carryfor-
wards or disaster losses for the current period, and then adding or subtracting special deductions for new mineral deposit ex-
ploration expenses or overseas new mineral deposit exploration expenses, and the amount of the agricultural management
foundation strengthening reserve fund. However, the amount of additions or deductions after deducting losses carryforwards or
disaster losses for the current period is not listed in Appended table 1 of the corporate tax return, and therefore cannot be used
in this paper. Therefore, in this paper, income before loss deduction is defined as the amount of income or loss listed on Ap-
pended table 1(1) of the corporate tax return plus the current deduction amount (positive amount) for losses carryforwards or
disaster losses.



10 DOI Takero, BESSHO Shun-ichiro, MORI Katsuki / Public Policy Review

Table 3. The Number of Corporations by Income before Loss Carryforward Deduction

All corporations

Loss class (before loss carryforward deduction) Unit: corporation
2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ 755 762 688 619 648 114 1,417
500 mi [+ 870 887 858 710 903 1,022 1,593
200 mi I+ 3,165 3, 146 3,107 2,801 2,914 3, 421 5,280
100 mi |+ b, 541 5,514 5,436 5,109 5, 478 6,109 9,068
50 mil+ 11,168 11,350 11,222 10, 509 11,530 12, 856 18, 757
20 mil+ 35, 442 35, 864 35,594 34,690 36, 905 40, 671 58,074
10 mil+ 58,034 59, 025 59, 721 59, 436 62,670 66, 366 89, 045
5 mil+ 106,818 109,787( 110,440{ 111,051 115,079] 118,530] 141,363
3 mil+ 116,656 118,635[ 119, 343[ 119, 234] 122, 292] 123,396] 131,159
2 mil+ 106,509 108,398 107,967[ 108,052| 110,100] 110,424] 108, 599
1 mil + 176,929 178,074 178,002 176,981 178, 771] 179,029] 168,188
between 0 and 1 mil. 372,942| 376,960 376,5b4| 375,258 376,817[ 380,460[ 351,967
0 16, 541 16, 825 17, 406 18,916 19, 987 20,618 20, 144
Total of loss >=0 1,011, 376[ 1,025, 227{ 1,026, 338] 1,023, 366| 1, 044, 094| 1, 063, 676] 1, 104, 654
Income class (before loss carryforward deduction)
between 0 and 1 mil. 540,025| 539,487| 541,354 541,107[ 538,733[ 535,689 489,999
1T mil + 230,409| 228,067 230,454 233,890 233,648 236,224 257,127
2 mil+ 142,450 141,186 143,124 146, 411] 147,342] 149,260| 166,045
3 mil+ 171,159 170,438 173,812 177,809| 180,671] 183,351] 193,884
5 mil+ 191,239 193,232 197,578 204,760] 207,991] 213,688] 212,397
10 mi |+ 125, 660 129, 047 33,535 39, 037 41,284 45, 683 40, 092
20 mil+ 94, 313 98,967 03, 605 08,576 10, 015 12,555 08,018
50 mi |+ 37,214 39, 720 41,781 44,268 44,162 45,530 43, 961
100 mi |+ 20, 665 22,053 23,021 25,015 25,190 25,192 24,190
200 mil+ 13,996 14, 600 15, 599 16, 773 17,000 16, 680 16, 071
500 mil+ 5,034 5,420 5, 650 6,097 6, 221 6,018 5,682
1 bil+ 5,290 5, 458 5,783 6, 252 6,219 5,928 5, 144
Total of income > 0 1,577,454[ 1,587, 675[ 1,615, 302{ 1, 649, 995[ 1, 658, 476| 1, 675, 798| 1, 663, 210
Total 2,588,830 2, 612,902] 2, 641, 640] 2, 673, 361[ 2, 702, 570[ 2, 739, 474[ 2, 767, 864
Share of income <= 0 39.07% 39. 24% 38.85% 38. 28% 38.63% 38.83% 39.91%
Share of income < 0 38. 43% 38.59% 38.19% 37.57% 37.89% 38.08% 39.18%
Share of income = 0 0. 64% 0. 64% 0. 66% 0. 71% 0. 74% 0. 75% 0.73%
Share of income > 0 60. 93% 60. 76% 61. 15% 61.72% 61.37% 61.17% 60. 09%

Source: Authors’ calculation

loss carryforwards deduction.

Table 4 shows that for loss classes with losses greater than zero, there is no change in
the number of corporations in Tables 2 and 3. This is because corporations with negative in-
come before loss carryforward deduction cannot apply the loss carryforwards deduction at
that stage, and the loss amount becomes the loss after the loss carryforwards deduction. In
contrast, corporations with positive income before loss carryforward deduction can apply
the loss carryforwards deduction depending on the amount of applicable carryforward loss-
es, and on whether their income after the loss carryforwards deduction is less than their in-
come before the loss carryforwards deduction. Therefore, in Table 4, for corporations with
positive income after the loss carryforwards deduction (i.e., profit-making corporations), the
number of corporations in Table 3 is higher than that in Table 2 for each income class. Even
if the maximum loss carryforwards deduction is applied, the income after the loss carryfor-
wards deduction will only reach exactly zero, so the number of corporations with income of
exactly zero increases after the loss carryforwards deduction. This explains the bunching
mentioned above."
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Table 4. Changes in the Number of Corporations due to Loss Carryforward Deduction

All corporations Unit: corporation

Loss class 2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ 0 0 0 0 0 0 0
500 mi I+ 0 0 0 0 0 0 0
200 mi |+ 0 0 0 0 0 0 0
100 mi [+ 0 0 0 0 0 0 0
50 mil+ 0 0 0 0 0 0 0
20 mil+ 0 0 0 0 0 0 0
10 mi |+ 0 0 0 0 0 0 0
5 mil+ 0 0 0 0 0 0 0
3 mil+ 0 0 0 0 0 0 0
2 mil+ 0 0 0 0 0 0 0
1 mil + 0 0 0 0 0 0 0
between 0 and 1 mil. 0 0 0 0 0 0 0
0 711,102( 673,508| 660, 658| 658,296 642,879 633,451] 623,862
Total of loss >=0 711,102 673,508| 660, 658] 658,296 642,879 633,451] 623,862

Income class

between 0 and 1 mil. | -262 821] -255,994| -252,876( -247,561| -242,739| -236,533] -202, 948
1 mil + -125,158| -117,621] -115,395[ -114,816] -112,301] -111,693] -125, 225
2 mil+ 75,659 -69,930] -68,402] -68,727| -67,358[ -67,6143] -77,981
3 mil+ -84,054[ -78,031] -76,200] -76,557[ 75,491 -75,101] -80,942
5 mil+ -81,508( -74,811] -72,198] -73,426[ -72,041 -71,746] 70,142
10 mi [+ -44,135[ -41,294] -40,123] -40,706] -38,936[ -38,872] -36,250
20 mil+ -24,840[ -23,516] -23,139] -23,517[ -22,379] -21,441] -20,006
50 mi |+ -7,103 -6, 713 -6, 873 -7, 051 -6, 501 -6, 218 -5, 920
100 mi [+ -3, 084 -3, 036 -2, 932 -3, 280 -2, 837 -2, 566 -2, 453
200 mil+ -1, 687 -1, 587 -1,617 -1, 695 -1, 495 -1,426 -1, 311
500 mi I+ =521 -518 -493 -534 -413 -386 -362
1 bil+ -532 457 -410 -426 -388 -326 -322
Total of income > 0 -711,102] -673,508 -660, 658] -658, 296] -642,879] —633,451| -623, 862

Source: Authors’ calculation

In each fiscal year, the number of corporations whose income (loss amount) became zero
after loss carryforward deductions reached over 600,000. The number of corporations in Ta-
ble 4 can be considered a net increase in loss-making corporations, in the sense that they be-
come loss-making corporations after loss carryforward deductions (where the loss amount
becomes exactly zero). The net increase in loss-making corporations is the same as the net
decrease in corporations whose income amount before loss carryforward deductions are
positive. Table 4 shows that of this net increase of over 600,000, approximately half are cor-
porations whose income before loss carryforwards deduction is between zero and 2 million
yen.

When the growth-oriented corporate tax reform was implemented, the limit on loss car-
ryforwards was changed as a measure to secure alternative sources of revenue in response to
the reduction in tax revenue due to the reduction in the effective corporate tax rate. As
shown in Table 5, loss carryforwards are applied differently to corporations with capital of

' In Doi, Bessho, and Mori (2023), in the table corresponding to Table 4 (Table 23 in Doi, Bessho, and Mori (2023)), the dif-
ference between the loss amount classes exceeding 0 yen was a positive value, which is impossible under the corporate tax
system. As mentioned in footnote 1, this was caused by inconsistencies in losses, etc., that arose from the aggregation of data
from multiple returns for the same fiscal year, and this has been corrected in this paper.



12 DOI Takero, BESSHO Shun-ichiro, MORI Katsuki / Public Policy Review

Table 5. Limits of Loss Carryforward Deduction

-FY2011 FY2012 - 2014 FY2015 FY2016 FY2017 FY2018-
Capital > 100 mil [Limit 100% 80% 65% 60% 55% 50%
yen Periods 7 years 9 years *1 9 years | 9 years | 9 years 10 years
Capital <= 100 Limit 100% 100% 100% 100% 100% 100%
mil yen Periods 7 years 9 years *1 9 years | 9 years | 9 years 10 years

Note: Limit is a ratio to income before loss carryforward deduction.

Since FY2015, these are not applied to venture corporations and those under management reconstruction
(*1) Applied to losses created after FY2008

Source: Created by authors

over 100 million yen and corporations with capital of less than 100 million yen. The 2011
corporate tax reform, which had allowed corporations with capital of over 100 million yen
to fully deduct losses for the seven years prior, limited the deduction limit to 80% of income
before carryforwards deduction starting from FY2012. Furthermore, the growth-oriented
corporate tax reform in the mid-2010s reduced the limit on loss carryforwards for corpora-
tions with capital of over 100 million yen to 65% of income before carryforwards in 2015,
60% in FY2016, 55% in FY2017, and 50% from FY2018 onwards. Corporations with capi-
tal of 100 million yen or less will continue to be able to deduct loss carryforwards for up to
100% of their income.

Taking this into consideration, it is conceivable that there will be differences in the ap-
plication of loss carryforwards deductions between corporations with capital of over 100
million yen and corporations with capital of less than 100 million yen.

Therefore, we look at the distribution of corporations by income bracket, similar to Ta-
bles 2 and 3, focusing only on corporations with capital of over 100 million yen. Table 6
presents the number of corporations by income bracket after deducting loss carryforwards,
focusing only on corporations with capital of over 100 million yen. Table 6 shows that for
corporations with capital of over 100 million yen, loss-making corporations accounted for
around 25% of the total until FY2019, rising to just over 30% in FY2020. This is signifi-
cantly lower than the percentage of loss-making corporations shown in Table 2, which cov-
ers all corporations. On the flip side, the percentage of profit-making corporations exceeded
70% except for FY2020. Furthermore, we can see that loss-making corporations, with losses
of exactly 0 yen, are rare, at around 2%. The total number of corporations has remained at
around 6,000.

Table 6 should also reflect the trends from growth-oriented corporate tax reforms of the
mid-2010s, when the upper limit on loss carry-forward deductions was reduced for corpora-
tions with capital of over 100 million yen. However, it cannot be said that the reduction in
the upper limit on loss carry-forward deductions immediately had a significant impact on
the proportion of corporations that recorded profits.

Table 7 shows the distribution of corporations by income bracket before loss carryfor-
ward deductions, focusing only on corporations with capital of over 100 million yen. Ac-
cording to Table 7, there are around 5,000 corporations whose income amount before loss
carryforward deductions is negative (whose loss is positive), accounting for only around
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Table 6. The Number of Corporation with Capital of over 100 Million Yen

Corp with capital of over 100 million yen Unit: corporations

Loss class 2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ 358 341 314 2717 295 367 622
500 mi I+ 285 273 267 203 286 309 404
200 mi |+ 718 658 622 586 564 714 862
100 mi [+ 636 712 685 676 7170 177 849
50 mil+ 157 712 730 702 729 835 806
20 mil+ 949 880 823 821 818 840 866
10 mi |+ 589 508 462 464 466 468 456
5 mil+ 441 362 370 317 364 335 332
3 mil+ 242 174 191 203 183 193 206
2 mil+ 153 126 113 114 106 92 89
1 mil + 175 165 156 136 137 141 136
between 0 and 1 mil. 282 259 249 240 198 183 170
0 683 676 624 622 563 534 520
Total of loss >=0 6, 268 5, 846 5, 606 5, 361 5,479 b, 788 6,318

Income class

between 0 and 1 mil. 664 528 422 334 315 318 259
1T mil + 536 506 439 444 411 423 415
2 mil+ 348 283 222 222 218 192 186
3 mil+ 521 449 362 381 335 297 280
5 mil+ 945 793 154 682 616 5817 504
10 mi [+ 1,188 1,044 939 856 860 764 701
20 mil+ 1,864 1,785 1,697 1,609 1,483 1,421 1,346
50 mi |+ 1,696 1,712 1,629 1,617 1,434 1,422 1,297
100 mi [+ 1,993 2,053 2,018 1,859 1,737 1,703 1,565
200 mil+ 2,958 2,951 2,995 2,889 2,747 2,555 2,283
500 mi I+ 1,876 1,993 2,022 2,008 2,043 1,891 1,716
1 bil+ 3,329 3,458 3,559 3,718 3,696 3,497 3,342
Total of income > 0 17,918 17,555 17,058 16,679 15, 895 15,076 13, 894
Total 24,186 23,401 22,664 22,040 21,374 20, 864 20,212
Share of income <= 0 25.92% 24.98% 24 74% 24.32% 25.63% 27. 714% 31.26%
Share of income < 0 23. 09% 22.09% 21.98% 21. 50% 23. 00% 25. 18% 28.69%
Share of income = 0 2.82% 2. 89% 2. 75% 2. 82% 2.63% 2. 56% 2.57%
Share of income > 0 74. 08% 75.02% 75. 26% 75. 68% 74.37% 72. 26% 68. 74%

Source: Authors’ calculation

20%. Furthermore, there are almost no corporations whose income before loss carryforward
deductions is exactly 0 yen, except for around 50 corporations, or less than 0.3%.

Table 8 shows the number of corporations by income bracket shown in Table 6, based on
income after loss carryforward deductions (income amount), minus Table 7, showing the
number of corporations by income bracket based on income before loss carryforward deduc-
tions, for corporations with capital of over 100 million yen. As shown in Table 4, there is no
difference between Tables 6 and 7 for corporations with losses exceeding zero, so these are
not included here. Table 8 presents that, although their income before loss carryforward de-
ductions was positive and their income decreased due to the application of loss carryforward
deductions, a considerable number of corporations did not become loss-making corporations
and remained profit-making corporations (with positive income amounts). This suggests the
institutional impact of limiting loss carryforward deductions to corporations with capital of
over 100 million yen."
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Table 7. The Number of Corporations by Income before Loss Carryforward Deduction: with Capital of over 100 Million Yen

Corp with capital of over 100 million yen

Loss class (before loss carryforward deduction) Unit: corporations

2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ 358 341 314 2717 295 367 622
500 mi [+ 285 273 267 203 286 309 404
200 mi [+ 718 658 622 586 564 114 862
100 mi [+ 636 712 685 676 7170 171 849
50 mil+ 157 712 730 702 129 835 806
20 mil+ 949 880 823 821 818 840 866
10 mi |+ 589 508 462 464 466 468 456
5 mil+ 441 362 370 317 364 335 332
3 mil+ 242 174 191 203 183 193 206
2 mil+ 153 126 113 114 106 92 89
1 mil + 175 165 156 136 137 141 136
between 0 and 1 mil. 282 259 249 240 198 183 170
0 62 63 51 46 49 44 30

Total of loss before deduction >= 0 b, 647 5,233 5,039 4,785 4,965 5,298 5,828
Income class (before loss carryforward deduction)

between 0 and 1 mil. 353 318 343 289 279 281 236
1 mil + 444 405 378 395 375 393 396
2 mil+ 238 225 196 193 188 167 179
3 mil+ 414 402 321 356 306 283 252
5 mil+ 167 152 662 686 638 583 520
10 mi |+ 1,099 996 940 856 893 804 691
20 mil+ 2,009 1,885 1,810 1,652 1,471 1,429 1,370
50 mil+ 1,969 1,836 1, 681 1,666 1,550 1,517 1,425
100 mi [+ 2,226 2,254 2,123 1,969 1,812 1,813 1, 644
200 mil+ 3,295 3, 251 3,225 3,077 2,914 2,697 2,414
500 mi [+ 2,074 2,153 2,184 2,165 2,144 1,985 1,795
1 bil+ 3, 651 3, 691 3, 756 3, 951 3, 833 3,614 3,462
Total of income before deduction > 0 18,539 18,168 17,625 17,255 16, 409 15, 566 14,384
Total 24,186 23,401 22,664 22,040 21,374 20, 864 20,212
Share of income before deduction <= 0 23. 35% 22. 36% 22.23% 21.71% 23. 23% 25. 39% 28. 83%
Share of income before deduction <0 23.09% 22.09% 21.98% 21.50% 23.00% 25.18% 28. 69%
Share of income before deduction = 0 0. 26% 0.27% 0. 25% 0.21% 0. 23% 0.21% 0. 15%
Share of income before deduction > 0 76. 65% 77.64% 11.77% 78. 29% 76.77% 74.61% 71.17%

Source: Authors’ calculation

Figure 1 illustrates the difference in the number of corporations by income bracket be-
tween Tables 6 and 7 for FY2020. Subtracting the values in Table 6 from the values in Table
2 gives the number of corporations by income bracket (after losses carryforward are deduct-
ed) with capital of 100 million yen or less. Subtracting the values in Table 7 from the values
in Table 3 gives the number of corporations by income bracket before loss carryforward de-
duction are deducted with capital of 100 million yen or less. Using this, the top graph in
Figure 1 compares the two, focusing only on corporations with capital of 200 million yen or
less. The distribution patterns of corporations in the top graph (capital of 100 million yen or
less) and the bottom graph (capital of over 100 million yen) of Figure 1 are significantly dif-

" In Table 8, only corporations with capital of over 100 million yen are included, but corporations with positive income before
loss carryforward deductions but zero income after loss carryforward deductions are considered to be corporations that have
undergone a decision to commence reorganization proceedings. The deduction limit for corporations with capital of over 100
million yen to which Article 57, Paragraph 11 of the Corporate Tax Act applies is not the amount specified in Table 5, but the
amount of income (i.e., the deduction limit is 100%). Corporations with zero loss amounts in Table 8 are such corporations.
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Table 8. Changes in the Number of Corporations due to Loss Carryforward Deduction: with Capital of over 100 Million Yen

Corp with capital of over 100 million yen Unit: corporations

Loss class 2014 2015 2016 2017 2018 2019 2020
0 yen 621 613 567 576 514 490 490
Total of loss-making corp 621 613 567 576 514 490 490

Income class

between 0 and 1 mil. 311 210 79 45 36 37 23
1 mil + 92 101 61 49 36 30 19
2 mil+ 110 58 26 29 30 25 7
3 mil+ 107 47 35 25 29 14 28
5 mil+ 178 41 92 -4 22 4 -16
10 mi |+ 89 48 -1 0 -33 -40 10
20 mil+ -145 -100 -113 -43 6 -2 -24
50 mil+ -273 -124 -52 -49 -116 —-95 -128
100 mil+ -233 -201 -105 -110 =75 -110 -79
200 mi |+ -337 -300 -230 -188 -167 -142 -131
500 mi |+ -198 -160 -162 -157 -101 -94 -79
1 bil+ -322 -233 -197 -173 -137 =117 -120
Total of profit-making corp —621 —613 -567 -576 -514 -490 -490

Note: The figures are “after deduction” - “before deduction”
Source: Authors’ calculation

ferent.

Among corporations with capital of 100 million yen or less, the income bracket of be-
tween 0 yen and 1 million yen for income before loss carryforward deductions has the larg-
est number of corporations. But as mentioned above, for income after loss carryforward de-
ductions, the income bracket with a deficit of 0 yen appears to have the largest number of
corporations and to be bunching. On the other hand, for corporations with capital of over
100 million yen, the distribution does not show this pattern. While it is true that the income
bracket with a deficit of 0 yen for income after loss carryforward deductions has more cor-
porations than the neighboring brackets, it is not an outstanding number. Rather, the bracket
with the largest number of corporations is the income bracket of over 1 billion yen, and
there appears to be a polarization between loss-making corporations and profit-making cor-
porations.

I11-2.  Income and Loss Distribution

Let’s look at how the income of profit-making corporations and the losses of loss-mak-
ing corporations have changed over time. First, Table 9 shows the income and losses before
loss carryforward deductions per corporation (divided by the number of corporations by in-
come bracket in Table 2). Note that Table 9 shows the distribution by income and loss
bracket after loss carryforward deductions. Corporations whose losses (income) are exactly
0 yen after loss carryforward deductions naturally have an income of 0 yen per corporation
after loss carryforward deductions, but their income before loss carryforward deductions is
not necessarily 0 yen. Corporations that were able to apply loss carryforward deductions in
the current fiscal year have a positive income before loss carryforward deductions. This is
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Figure 1. The Number of Corporations before and after Loss Carryforward Deduction
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Source: Authors’ calculation

also reflected in that in the 0 yen loss bracket in Table 9, the average income per corporation
in FY2014 was 5.13 million yen.

The amounts shown in Table 9 are income before loss carryforward deductions, which
are not published in the National Tax Agency Annual Statistics Report or the Corporate
Sample Survey.” Income after loss carryforward deductions is the amount of income minus
loss carryforward permitted under tax law. Income before loss carryforward deductions is
the amount of income before deductions, and therefore may more directly reflect the current
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Table 9. Income/Loss before Loss Carryforward Deduction Per Corporation

All corporations unit: 10 thousand yen (million yen for total)
Loss after deduction 2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ -607, 841 -454, 937 -440, 811 -821, 364 -562, 120 -548, 391 -553, 790
500 mi [+ -68, 831 -68, 832 -67,588 -68, 814 -68, 383 -69, 197 -68, 817
200 mi |+ -30, 209 -30, 232 -30, 409 -30, 183 -30, 216 -30, 253 -30, 509
100 mi |+ -13, 795 -13, 890 -13, 893 -13, 809 -13, 921 -13, 863 -13, 836
50 mil+ -6, 936 -6,918 -6,913 -6,919 -6,910 -6, 907 -6,919
20 mil+ -3, 055 -3, 048 -3,038 -3, 037 -3,042 -3, 044 -3, 059
10 mil+ -1,394 -1,394 -1,393 -1, 391 -1,390 -1,394 -1, 401
5 mil+ =700 =700 =700 =700 -700 =702 -107
3 mil+ -387 -387 -388 -388 -388 -388 -390
2 mil+ -246 246 —246 -246 —241 -246 —241
1 mil + -146 -146 -146 -146 -146 -146 -146
between 0 and 1 mil. =40 =40 -40 =40 -4 =40 -40
0 513 545 132 558 613 516 501
Average of loss-making corp -448 -391 -293 -468 -391 -501 -872
Income after deduction

between 0 and 1 mil. 81 79 18 71 16 16 83
1 mil + 217 215 216 206 203 203 203
2 mil+ 333 325 322 316 311 315 309
3 mil+ 486 480 474 471 464 464 460
5 mil+ 848 840 810 810 803 801 197
10 mi |+ 1,601 1,571 1,553 1, 550 1,526 1,527 1,526
20 mil+ 3,448 3,425 3,354 3,359 3,319 3,307 3,316
50 mi |+ 7,673 7,521 1,411 7,440 7,349 7,316 7,311
100 mi [+ 15, 246 15,010 14,875 14, 694 14,610 14,589 14,562
200 mi I+ 33,459 33,002 32,678 32, 449 32,157 31,768 31, 840
500 mi [+ 75,128 73, 361 12,730 71,625 72,598 71,639 71,992
1 bil+ 687, 559 686, 001 638, 788 632, 855 683, 249 614, 247 661,474
Average of profit-making corp 5,880 5, 866 5,715 5,884 6, 090 5,419 5,511
Average (all) 1,670 1,798 1,878 1,888 2,044 1,751 1,525
Total of loss-making corp| -7, 711, 108| -6, 642, 876 -4,949 121| -7, 870,097 -6,594, 833] -8,507, 964| -15, 070, 545
Total of profit-making corp| 50, 942,893 53,628,551 54,560,207| 58,350, 190 61,847, 995| 56,489, 721| 57,276, 928
Total 43,231,785] 46,985,675 49,611,086] 50,480, 093 55,253,162] 47,981, 757 42,206, 383

Source: Authors’ calculation

year’s business environment. Of course, while current profits or losses for corporate ac-
counting purposes are not listed on Appended Table 1(1) of the corporate tax return, the in-
come before loss carryforward deductions estimated in this paper can be positioned as the
amount closest to that amount using only the information in Appended Table 1(1) of the cor-
porate tax return.

Table 9 shows that the average income before loss carryforward deductions per corpora-
tion for all corporations increased from 16.7 million yen in FY2014 to 20.44 million yen in
FY?2018, but decreased in FY2019 and FY2020. The income before loss carryforward de-
ductions per profit-making corporation decreased from FY2014 to FY2016, but increased
year-on-year in FY2017 and FY2018, decreased in FY2019, and increased in FY2020 com-
pared to FY2019. The loss before loss carryforward deductions per loss-making corporation
(negative income before loss carryforward deductions) was the largest in FY2020. Table 2
confirms that the proportion of loss-making corporations among all corporations increased
in FY2020. However, although the amount of loss before deductions per loss-making corpo-

2 However, as mentioned in footnote 8, please note that the income before loss carryforward deduction in this paper is the
amount obtained by adding the loss carryforward deduction or disaster loss deduction etc. to the income amount or loss amount
listed on Appended table 1(1) of the corporate tax return, and is not listed on Appended table 4 of the corporate tax return.
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ration increased, the amount of income before deductions per profit-making corporation in-
creased, suggesting that corporations were polarized between those that made large profits
and those that incurred large losses during the COVID-19 pandemic.

Looking at income before loss carryforward deduction, shown in the bottom row of Ta-
ble 9 as the total for all corporations, we can see that profit-making corporations increased
their income from approximately 51 trillion yen in FY2014 to approximately 62 trillion yen
in FY2018, but it decreased in FY2019 to approximately 57 trillion yen in FY2020. On the
other hand, loss-making corporations incurred losses of approximately 5 trillion to 9 trillion
yen in total from FY2014 to FY2019, but in FY2020 they had the largest loss of any of
these periods at approximately 15 trillion yen. Total income before loss carryforward deduc-
tion for all corporations, including loss-making corporations and profit-making corporations,
was the highest at approximately 55 trillion yen in FY2018, but fell to its lowest at approxi-
mately 42 trillion yen in FY2020.

Table 10 shows the income and loss amounts after deducting loss carryforward per cor-
poration, broken down by income amount after loss carryforward deduction. Naturally, for
income class where income amount after loss carryforward deduction is exactly O yen, the
amount is 0 yen. Also, the amounts in Table 10 are less than those in Table 9 by the amount

Table 10. Income/Loss Per Corporation

All corporations unit: 10 thousand yen (million yen for total)
Loss after deduction 2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ -607, 841 -454, 9317 -440, 811 -821, 364 -562, 120 -548, 391 -553, 790
500 mi |+ -68, 831 -68, 832 -67,588 -68, 814 -68, 383 -69, 197 -68, 817
200 mi [+ -30, 209 -30, 232 -30, 409 -30, 183 -30, 216 -30, 253 -30, 509
100 mi |+ =13, 795 -13, 890 -13,893 -13, 809 -13, 921 -13, 863 -13, 836
50 mil+ -6, 936 -6,918 -6, 913 -6,919 -6, 910 -6, 907 -6,919
20 mil+ -3, 055 -3, 048 -3,038 -3, 037 -3,042 -3,044 -3, 059
10 mi |+ -1,394 -1,394 -1,393 -1, 391 -1,390 -1,394 -1, 401
5 mil+ -700 -700 =700 =700 =700 -702 -107
3 mil+ -387 -387 -388 -388 -388 -388 -390
2 mil+ -246 -246 -246 -246 =241 -246 =247
1 mil + -146 -146 -146 -146 -146 -146 -146
between 0 and 1 mil. -40 -40 -40 -40 41 -40 -40
0 0 0 0 0 0 0 0
Average of loss >= 0 -665 612 -588 -693 -632 =700 -1, 059
Income after deduction

between 0 and 1 mil. 37 38 38 38 38 38 40
1 mil + 145 145 145 145 146 146 146
2 mil+ 247 247 247 247 241 247 247
3 mil+ 392 391 391 392 392 391 391
5 mil+ 114 114 715 715 715 114 713
10 mi |+ 1,414 1,414 1,414 1,415 1,414 1,414 1,413
20 mil+ 3,138 3,143 3,131 3,139 3,141 3,137 3,137
50 mil+ 6, 980 6,985 7,007 7,009 7,008 7,005 7,007
100 mi [+ 13,938 13, 980 13,992 13, 966 13,953 13, 959 13,992
200 mi I+ 30,910 30, 944 31,074 30, 901 30, 831 30, 726 30, 817
500 mi |+ 69, 303 69, 497 69, 381 69, 183 69, 710 69, 539 69, 631
1 bil+ 645, 203 655, 741 612, 831 614, 440 653, 541 606, 141 639, 398
Average of income > 0 5,432 5,519 5,415 5, 629 5, 786 5,255 5,216
Average (all) 1,376 1,533 1,581 1,652 1,780 1,566 1,320
Total of loss >= 0 [-11, 446, 141] -10, 401, 910] -9, 915, /84| -11, 646, 243| -10, 658, 302| -11, 881, 176] -18, 296, 415
Total of income >= 0 47,062,218] 50,454, 130[ 51,692 008| 55,823,405 58, 766,986] 54,777,005 54, 837,316
Total 35,616, 077] 40,052,220 41,776,224] 44,177,162| 48,108, 683] 42, 895,829| 36, 540, 900

Source: Authors’ calculation
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of the current-period loss carryforward deduction applied. For loss classes where the loss
amount is over 0 yen, the loss carryforward deduction cannot be applied, so the amounts in
Tables 9 and 10 are the same. Since Tables 9 and 10 use the same income and loss brackets,
the same corporations are compared within the same income or loss class (the number of
corporations in each income or loss class are shown in Table 2).

According to Table 10, loss-making corporations had an average loss of around 6 mil-
lion yen per corporation until FY2019, but this exceeded 10 million yen in FY2020. Prof-
it-making corporations had an average income after loss carryforward deduction of over 50
million yen. Comparing this with the amounts in Table 9, it appears that profit-making cor-
porations were applying loss carryforward deductions of around 3 million yen per corpora-
tion on average.

The bottom row of Table 10, as in Table 9, shows the total income of profit-making cor-
porations and the total losses of loss-making corporations. The total losses of loss-making
corporations were around 11 trillion yen until FY2019, but rose to approximately 18 trillion
yen in FY2020. The total income of profit-making corporations increased to approximately
59 trillion yen in FY2018 but then fell to the 54 trillion yen. The total for all corporations
increased to approximately 48 trillion yen in FY2018, but then began to decline, reaching
approximately 37 trillion yen in FY2020. The difference between the amounts in Table 9
and Table 10 suggests that the current-period loss carryforward deduction amount was
around 6 trillion yen during this period. More details will be discussed in Section VI.

[11-3.  Corporate Tax Payment Distribution

The amount of corporate tax burden is calculated by multiplying the income amount
shown in Table 10 by the prescribed tax rate (calculated tax amount), subtracting special de-
ductions such as those for the research and development tax system and the wage increase
promotion tax system, adding tax on taxable land transfer profits and taxable retained earn-
ings, and deducting income tax, foreign tax, etc. This is called the corporate tax amount in
this paper. It is the “corporate tax amount on net income” on Appended Table 1 (1) of the
corporate tax return.

Table 11 shows the corporate tax amount by income bracket after loss carryforward de-
duction. The top row of the Table shows the total amount for that bracket (the total amount
of corporate tax paid by corporations belonging to that income bracket), and the bottom row
shows the amount per corporation (the value in the top row of Table 11 divided by the num-
ber of corporations by income bracket in Table 2). Doi, Bessho, and Mori (2023) confirm
that the total amount in Table 11 is quite similar to the amount of corporate tax in the Na-
tional Tax Agency’s Annual Statistics Report (the amount for the statutory business year ex-
cluding surcharges and excluding the amount for consolidated corporations).

Even loss-making corporations are required to pay corporate tax because they are sub-
ject to tax on profits from the transfer of taxable land, etc. Looking at the average per corpo-
ration, it is possible to exceed 100,000 yen depending on the size of the corporation, but for
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Table 11. Corporate Tax Amount Paid by Tax Amount Bracket

All corporations

unit: million yen

Loss class 2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ 450 239 66 65 3 107 373
500 mi [+ 45 31 101 54 93 231 18
200 mi [+ 114 109 69 251 81 156 111
100 mi [+ 311 117 210 101 309 291 183
50 mi |+ 145 278 129 209 207 208 270
20 mil+ 147 290 147 208 373 196 184
10 mi I+ 94 153 81 112 121 154 86
5 mil+ 10 98 143 123 121 94 51
3 mil+ 42 22 48 37 51 56 12
2 mil+ 24 15 61 26 22 28 21
1mil + 36 19 30 28 20 31 30
between 0 and 1 mil. 33 42 39 43 2] 31 48
120 138 118 64 59 70 32
Loss >= 0 1,631 1, 550 1, 241 1, 321 1, 500 1, 661 1,478
Income class
between 0 and 1 mil. 14,976 15, 525 15, 848 16, 252 16, 419 16, 713 16, 710
1 mil + 22,203 23,253 24,280 25,065 25, 605 26,326 28,125
2 mil+ 23,953 25, 445 26,715 21,771 28,531 29, 447 31,701
3 mil+ 49,427 52,189 55,191 57,1317 59, 331 61, 301 64, 207
5 mil+ 116, 422 124,890 131, 876 137, 407 142, 011 148, 740 149, 709
10 mi I+ 214, 890 228, 3173 235, 840 245, 094 253, 769 265, 308 259, 796
20 mil+ 470, 635 501,276 510,218 529, 202 542, 311 565, 446 550, 683
50 mi |+ 478, 233 512,579 518, 298 541, 291 543,103 570, 089 557,530
100 mi [+ 565, 819 596, 690 601, 719 638, 082 649, 725 662, 862 643,192
200 mi [+ 880, 960 898, 847 928, 901 979,938 1,000, 535 987,433 966, 605
500 mi [+ 715,599 747, 396 759, 444 803, 309 842, 4871 820,578 779, 791
1 bil+ 6,168,864| 6,370,732 6,151,859| 6,798,706] 7,234,190 6,419, 277] 6,537,513
Income > 0 9,721,981] 10,097,196 9,960, 189| 10, 799, 254] 11, 338, 016] 10, 573, 521| 10, 585, 563
Total 9,723,612] 10,098, 747( 9,961, 429| 10,800, 575] 11,339, 516/ 10, 575, 183] 10, 587, 041
Per corporation
All corporations unit:10 thousand yen
Loss class 2014 2015 2016 2017 2018 2019 2020
¥ 1 bil+ 59. 623 31.371 9.542 10. 507 0.528 13. 886 26.316
500 mi |+ 5.151 3.464 11. 731 1. 655 10. 312 23.179 1.129
200 mil+ 3.615 3.463 2.230 8.952 2.7178 4.571 2.105
100 mi [+ 5.613 2.128 3. 857 1.973 5.643 4.768 2.014
50 mi |+ 1. 296 2. 446 1. 151 1. 989 1.795 1.617 1. 438
20 mil+ 0.414 0.810 0.412 0. 600 1.010 0.483 0.316
10 mil+ 0. 161 0. 259 0.135 0.189 0.203 0.233 0. 096
5 mil+ 0. 066 0. 089 0.129 0.110 0.111 0.079 0.036
3 mil+ 0.036 0.019 0. 040 0. 031 0. 041 0.045 0. 055
2 mil+ 0.023 0.014 0.057 0.024 0. 020 0.025 0. 020
1mil + 0.020 0.011 0.017 0.016 0.011 0.018 0.018
between 0 and 1 mil. 0. 009 0.011 0.010 0.011 0.007 0. 008 0.014
0 0.016 0.020 0.017 0.009 0.009 0.011 0. 005
Loss >= 0 0. 095 0. 091 0.074 0.079 0.089 0. 098 0. 086
Income class
between 0 and 1 mil. 5.4 5.5 5.5 5.5 5.5 5.6 5.8
1 mil + 21.1 21.1 21.1 21.0 21.1 21.1 21.3
2 mil+ 35.9 35.17 35.8 35.7 35.7 35.9 36.0
3 mil+ 56. 7 56.5 56.5 56.4 56. 4 56. 6 56. 8
5 mil+ 106. 1 105. 5 105. 2 104. 6 104. 5 104. 8 105. 2
10 mi I+ 263. 6 260. 2 252.5 249. 3 247.9 248. 4 250. 2
20 mil+ 671.4 664.4 634. 1 622.2 618.8 620. 6 625.7
50 mil+ 1,588.2 1,552.9 1,484.5 1,454. 4 1,442.1 1,450. 2 1, 465. 6
100 mi [+ 3,218.4 3,137.17 2,995.3 2,935.7 2,906.7 2,929.6 2,959.0
200 mi [+ 7,157.0 6,907.3 6,643.5 6,499.1 6,453.0 6,473.3 6,548.8
500 mi |+ 15,856.4| 15,246.8| 14,726.5] 14, 440.2 14,505.6] 14,569.9] 14,6577
1 bil+ 129, 652. 5| 127,389.2| 114,495.8] 116,696.0] 124,064.3| 114,589.0( 120,573.8
Income > 0 1,122.2 1,104.5 1,043. 3 1,089.0 1,116.4 1,014.4 1,018.5
Total 375.6 386.5 3717.1 404.0 419.6 386.0 382.5

Source: Authors’ calculation
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loss-making corporations overall, it remains around 900 yen. Looking at profit-making cor-
porations, it is observed that in every fiscal year, when income exceeds 5 million yen, the
corporate tax amount per corporation exceeds 1 million yen. When income exceeds 50 mil-
lion yen, the corporate tax amount per corporation exceeds 10 million yen, and when in-
come exceeds 500 million yen, the corporate tax amount per corporation exceeds 100 mil-
lion yen. The average for profit-making corporations is just over 10 million yen, while the
average for all corporations is around 4 million yen.

IV. Distribution by Corporate Tax Amount Bracket

Table 11 shows the corporate tax amount by income bracket after loss carryforward de-
duction, while Table 12 shows the number of corporations by corporate tax bracket. The dis-
tribution by corporate tax bracket is not shown in the National Tax Agency’s Annual Statis-
tics Report or the Corporate Sample Survey, and revealing this information is one of the
contributions of this paper. Naturally, corporations with zero corporate tax are the most

Table 12. The Number of Corporations by Corporate Tax Amount Bracket

All corporations Unit: corporations
Corporate tax amount 2014 2015 2016 2017 2018 2019 2020
0 vyen 1,734,162] 1,710,968 1,698,452 1,693,170 1,698,772 1,709, 541| 1,740,585
between 0 and 1 mil. 579, 786 605, 318 628,010 647,393 660, 991 674,399 679, 944
1 mil + 74,8417 81,469 88, 788 93, 745 97,291 101, 764 100, 957
2 mil+ 36,916 40, 063 43,527 45,991 47,947 50, 226 49, 060
3 mil+ 42,321 45,464 48,842 51, 851 53,509 55, 769 53, 945
5 mil+ 45,911 50, 037 52,610 55,097 56, 666 b8, 754 56, 718
10 mi |+ 31,497 34,004 34,672 36, 560 36, 767 38,544 37,591
20 mil+ 23,392 25,010 25, 620 27,092 27,762 28,054 27,320
50 mil+ 9,479 9,682 9,960 10, 681 10,918 10, 800 10,577
100 mi [+ 5,194 5,508 5,585 5,775 5,983 5,816 5, 566
200 mil+ 3,207 3,246 3,415 3,696 3,652 3,542 3,386
500 mi |+ 1,098 1,101 1,124 1,208 1,217 1,179 1,197
1 bil+ 1,014 1,032 1,035 1,102 1,095 1,086 1,018
Total of 5 mil+ 120, 792 129, 620 134, 021 141, 211 144,060 147,775 143, 373
Total 2,588,830 2, 612,902] 2, 641,640] 2,673, 361] 2, 702, 570{ 2, 739,474] 2,767,864
Shares Unit: %
Corporate tax amount 2014 2015 2016 2017 2018 2019 2020
0 yen 66.99 65. 48 64.30 63.33 62. 86 62. 40 62.89
between 0 and 1 mil. 22.40 23.17 23.71 24.22 24. 46 24.62 24.57
1 mil + 2.89 3.12 3.36 3.51 3.60 3. 71 3.65
2 mil+ 1.43 1.53 1.65 1.72 1.717 1.83 1.77
3 mil+ 1.63 1.74 1.85 1.94 1.98 2.04 1.95
5 mil+ 1.717 1.91 1.99 2.06 2.10 2.14 2.05
10 mi |+ 1.22 1. 30 1. 31 1.37 1.36 1. 41 1.36
20 mil+ 0.90 0.96 0.97 1.01 1.03 1.02 0.99
50 mil+ 0.37 0.37 0.38 0.40 0.40 0.39 0.38
100 mi [+ 0.20 0.21 0.21 0.22 0.22 0.21 0.20
200 mi I+ 0.12 0.12 0.13 0.14 0.14 0.13 0.12
500 mi [+ 0.04 0.04 0.04 0.05 0.05 0.04 0.04
1 bil+ 0.04 0.04 0.04 0.04 0.04 0.04 0.04
Total of 5 mil+ 4.67 4.96 5.07 5.28 5.33 5.39 5.18

Source: Authors’ calculation
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prevalent, accounting for over 60% of all corporations. However, the number of corpora-
tions tends to decrease as the corporate tax bracket increases. Corporations with zero corpo-
rate tax include not only profit-making corporations with zero corporate tax after applying
tax credits, but also loss-making corporations. Among tax-paying corporations (corporations
with corporate tax rates exceeding zero), corporate tax rates between zero and 1 million yen
account for approximately two-thirds in each fiscal year. Table 12 reveals that corporations
with corporate tax amount exceeding 5 million yen account for approximately 5% of all cor-
porations. However, as noted above, this does not include consolidated corporations.

Table 13 shows the corporate tax amount by the same corporate tax bracket. Table 13,
which shows the total amount of corporate tax paid by corporations belonging to that brack-
et, shows that in every fiscal year, corporations with corporate tax amounts of over 5 million
yen accounted for around 94% of all corporations (excluding consolidated corporations)
covered in this paper. In other words, around 5% of all corporations pay nearly 95% of cor-
porate tax revenue. This makes clear the structure in which most corporate tax revenue
comes from corporations that individually pay a large amount of corporate tax.

The bottom Table in Table 13 shows the corporate tax amount per corporation by corpo-
rate tax bracket, calculated by dividing the values in the top Table in Table 13 by the number
of corporations by corporate tax bracket in Table 12. Because the figures are categorized by
corporate tax bracket, the higher the bracket, the higher the amount per corporation. Corpo-
rations with corporate tax amounts over 5 million yen pay an average of approximately 70
million yen in corporate tax. Tax-paying corporations pay an average of over 10 million yen
in corporate tax. This differs from the average corporate tax amount for profit-making cor-
porations shown in Table 11, as the target corporations are different. As mentioned above,
approximately two-thirds of tax-paying corporations pay between 0 yen and 1 million yen,
suggesting that the median corporate tax amount for tax-paying corporations is less than 1
million yen. The average corporate tax amount for all corporations is shown in Table 11.

V. Loss-making Corporations by Capital Class
V-1. Distribution of the Number of Corporations

This section looks at loss-making corporations by capital class. Table 14 shows the num-
ber of profit-making and loss-making corporations by capital class for each year. Looking at
the total number of corporations by capital class, we can see that corporations with capital
of over 2 million yen and up to 5 million yen are the largest class, accounting for around
40% of all corporations. The total number of corporations with capital of over 100 million
yen is as shown in Table 6.

Table 14 shows that the proportion of loss-making corporations is lower among corpora-
tions with capital of over 100 million yen compared to corporations with capital of less than
100 million yen, as observed in Tables 2 and 6 (the proportion of loss-making corporations
and profit-making corporations with capital of over 100 million yen is shown in Table 6).
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Table 13. Corporate Tax Amount by Capital Class

All corporations

unit: million yen

Corporate tax amount 2014 2015 2016 2017 2018 2019 2020
0 ven 0 0 0 0 0 0 0
between 0 and 1 mil. 154, 341 163,972 172,738 179, 786 185, 736 191,376 198, 215
1 mil + 104, 528 113, 781 124, 363 131, 349 136, 466 142, 645 141, 238
2 mil+ 90, 907 98, 645 107,093 113,077 117,987 123, 568 120, 599
3 mil+ 164, 666 176, 798 190, 006 201,499 207, 853 216, 533 209, 754
5 mil+ 325,095 354, 568 371,579 389, 614 400, 631 415,713 400, 470
10 mi [+ 441,937 477,997 487,342 514, 556 515, 964 541, 666 527,288
20 mil+ 725, 931 776, 490 794, 580 840,227 858, 135 868, 136 845, 661
50 mil+ 662, 402 675,382 697, 349 745, 731 762,112 751, 423 738, 4817
100 mi [+ 121, 981 164, 849 175,228 800, 780 836, 913 810, 337 776, 195
200 mi |+ 980, 576 998,286/ 1,043,894 1,131,056 1,117,456 1,082, 287| 1,031,046
500 mi |+ 759, 569 765, 389 775, 436 835, 382 843, 626 812, 387 824,925
1 bil+ 4,591,679 4,732,591 4,421,820| 4,917,519| 5,356,636/ 4,619, 110[ 4,773,164
Total of 5 mil+ 9,209, 169 9,545,552] 9,367,229] 10, 174,865| 10, 691, 474] 9,901,060{ 9,917, 236
Shares unit: %
Corporate tax amount 2014 2015 2016 2017 2018 2019 2020
0 vyen 0 0 0 0 0 0 0
between 0 and 1 mil. 1.59 1.62 1.73 1. 66 1.64 1.81 1.87
1 mil + 1.07 1.13 1.25 1.22 1.20 1.35 1.33
2 mil+ 0.93 0.98 1.08 1.05 1.04 1.17 1.14
3 mil+ 1. 69 1.75 1.91 1.87 1.83 2. 05 1.98
5 mil+ 3.34 3.51 3.73 3.61 3.53 3.93 3.178
10 mi [+ 4.54 4.73 4.89 4.76 4.55 5.12 4.98
20 mil+ 1. 41 1.69 7.98 1.78 1.57 8.21 7.99
50 mil+ 6. 81 6. 69 7.00 6.90 6.72 1. 11 6.98
100 mi [+ 7.43 1.51 7.18 7.41 7.38 1.66 7.33
200 mi |+ 10. 08 9.89 10. 48 10.47 9.85 10.23 9.74
500 mi |+ 1.81 7.58 1.78 1.73 1.44 7.68 1.79
1 bil+ 47.22 46. 86 44.39 45.53 47.24 43.68 45.08
Total of 5 mil+ 94. 71 94.52 94.03 94. 21 94.29 93. 63 93. 67
Per corporation unit: 10 thousand yen
Corporate tax amount 2014 2015 2016 2017 2018 2019 2020
0 vyen 0 0 0 0 0 0 0
between 0 and 1 mil. 26.6 27.1 21.5 217.8 28.1 28.4 29.2
1 mil + 139.7 139.7 140. 1 140. 1 140. 3 140. 2 139.9
2 mil+ 246.3 246.2 246.0 245.9 246. 1 246.0 245.8
3 mil+ 389.0 388.9 389.0 388. 6 388.4 388.3 388. 8
5 mil+ 708. 1 108. 6 706. 3 707.1 707.0 107.5 706. 1
10 mi [+ 1,403. 1 1,405.7 1,405.6 1,407. 4 1,403.3 1,405.3 1,402.7
20 mil+ 3,103.3 3,104.7 3,101.4 3,101.4 3,091.0 3,094.5 3,095. 4
50 mil+ 6,988. 1 6,975.6 7,001.5 6,981.8 6,980.3 6,957.6 6,982.0
100 mi [+ 13,900.3] 13,886.1] 13,880.5/ 13,866.3[ 13,988.2( 13,932.9] 13,945.3
200 mi |+ 30,576.1[ 30,754.4] 30,567.9] 30,602.2] 30,598.5] 30,555.8[ 30,450.3
500 mi I+ 69,177.5[ 69,517.6[ 68,989.0{ 69 ,154.2] 69,320.2] 68,904.8] 68,916.0
1 bil+ 452 828.3| 458,584.4| 427,229.0] 446,235.9| 489,190.5| 425,332.4| 468,876.6
Average of 0+ 1,137.7 1,119.7 1,056. 1 1,101.9 1,129.7 1,026.8 1,030.6
Average of b mil+ 7,624.0 7,364.3 6,989.4 7,205. 4 7,421.5 6, 700. 1 6,917.1

Source: Authors’ calculation

Partly due to the COVID-19 pandemic, the proportion of loss-making corporations among
corporations with capital of over 100 million yen in FY2020 was the highest during this pe-
riod, but prior to FY2019 there was a larger difference between the proportion of loss-mak-
ing corporations among corporations with capital of less than 100 million yen, and those
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Table 14. Profit-making and Loss-making Corporations by Capital Class

The number of corporations
All corporations

Unit: corporations

Capital class| 2014 2015 2016 2017 2018 2019 2020
between 0 end 1 mil. yen 326, 207 359, 619 394, 080 431, 682 468, 459 508, 961 545, 334
1 mil + 51,894 56, 450 60, 966 65, 290 69, 295 13, 466 11,475
2 mil+ 1,117,933 1,111,352 1,106,870 1,102, 217{ 1,095, 720{ 1,091,532 1,087,089
5 mil+ 717,425 711,880 708, 143 703, 565 698, 575 695, 088 689, 321
10 mil+ 151,227 149, 661 147,928 146, 806 146, 059 145,518 144, 254
20 mil+ 151,102 150, 875 150, 419 150, 365 150, 731 150, 994 150, 781
50 mil+ 48, 856 49, 664 50, 570 51, 396 52, 357 53, 051 53,398
100 mi |+ 15, 681 15,073 14,500 14,013 13, 498 13,092 12,515
500 mi [+ 2,251 2,221 2,176 2,150 2,074 2,011 2,000
1 bil+ 4,161 4,049 3,948 3,880 3,819 3, 781 3, 696
5 bil+ 900 871 873 855 838 835 845
10 bil+ 1,187 1,175 1,167 1,142 1,145 1,145 1,156
Total of < 100mil| 2,564, 644 2,589,501 2,618,976 2 651,321] 2, 681,196] 2 718,610[ 2, 747, 652
Loss-making corporations (negative income) Unit: corporations
Capital class| 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 147, 869 159, 841 173,543 188, 071 204,078 217,914 222, 474
1 mil + 22,7171 24,529 26,008 27,853 29,276 30, 852 31,218
2 mil+ 454,319 457, 081 449, 666 439,770 438, 299 433, 968 433, 886
5 mil+ 263, 825 263, 052 257,609 250, 240 250, 534 252,916 272,148
10 mil+ 45,372 44, 331 43,574 41,627 42,559 43,939 50, 326
20 mil+ 41,900 41,277 40, 313 39, 237 40, 580 43,030 50, 481
50 mil+ 13,194 13,121 13,237 12,913 13, 865 15,185 18,179
100 mi [+ 3,983 3,700 3,537 3,363 3,470 3,613 3,864
500 mi I+ 456 425 421 394 421 459 537
1 bil+ 111 691 666 642 680 716 903
5 bil+ 166 150 165 157 165 196 231
10 bil+ 209 204 193 183 180 210 257
Total of < 100mil 989, 250| 1,003,232 1,003, 950 999, 711 1,019,191] 1,037,804| 1,078,712
Loss-making corporations (zero income) Unit: corporations
Capital class| 2014 2015 2016 2017 2018 2019 2020
between 0 end 1 mil. yen 59,019 65, 071 71, 201 18,675 85, 926 94,632 105, 131
1 mil + 11,200 11,864 12,818 13,573 14, 717 15,556 16, 871
2 mil+ 351, 946 326, 300 315, 849 311, 304 300, 841 293,592 289, 410
5 mil+ 217,336 203, 423 197, 829 194, 888 187,215 180, 083 169, 872
10 mi |+ 40, 743 38,162 36,070 35,118 32,805 31,048 27,531
20 mil+ 36, bh1 34,781 33,722 33,034 31,269 29,574 26, 468
50 mil+ 10, 165 10, 050 9, 951 9,998 9,530 9, 051 8,203
100 mi |+ 392 412 387 395 332 321 307
500 mi |+ 111 95 i 11 12 56 15
1 bil+ 113 105 107 91 103 90 86
5 bil+ 26 25 21 20 22 22 17
10 bil+ 41 39 38 39 34 39 35
Total of < 100mil 726, 960 689, 657 677,440 676, 590 662, 303 653, 535 643, 486
Profit-making corporations Unit: corporations
Capital class| 2014 2015 2016 2017 2018 2019 2020
between 0 end 1 mil. yen 119, 319 134, 707 149, 336 164, 936 178, 455 196, 415 217,729
1 mil + 17,923 20, 057 22,140 23,864 25, 302 27,059 29, 386
2 mil+ 311, 668 327,971 341, 355 351, 143 356, 580 363,972 363, 793
5 mil+ 236, 264 245, 405 252, 705 258, 437 260, 826 262,089 247, 301
10 mil+ 65,112 67,168 68, 284 70, 061 70, 695 70, 531 66, 397
20 mil+ 72, 651 74, 811 76, 384 78, 094 78, 882 78, 390 73,832
50 mil+ 25,497 26, 493 27,382 28, 485 28,962 28,815 27,016
100 mi |+ 11,306 10, 961 10,576 10, 255 9, 696 9,152 8,344
500 mi I+ 1,690 1,707 1,684 1,679 1,581 1,496 1,388
1 bil+ 3,271 3,253 3,175 3,147 3,036 2,915 2,707
5 bil+ 708 702 687 678 651 617 591
10 bil+ 937 932 936 920 931 896 864
Total of < 100mil 848,434 896, 612 937,586 975, 020 999, 702| 1,027,271 1,025, 454
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Table 14. Profit-making and Loss-making Corporations by Capital Class (continued)

Shares

Loss-making corporations (negative income) Unit: %
Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. 45.33 44. 45 44.04 43.57 43.56 42.82 40. 80
1 mil + 43.88 43. 45 42. 66 42.66 42.25 41.99 40.29
2 mil+ 40. 64 41.13 40. 63 39.90 40.00 39.76 39. 91
5 mil+ 36.71 36.95 36.38 35.57 35. 86 36.39 39.48
10 mil+ 30.00 29.62 29. 46 28. 36 29.14 30.19 34.89
20 mil+ 21.73 27.36 26. 80 26.09 26.92 28.50 33.48
50 mil+ 27.01 26. 42 26.18 25.12 26. 48 28.62 34.04
100 mi |+ 25. 40 24.55 24.39 24.00 25.71 27.60 30. 87
500 mi [+ 20. 20 19. 08 19.35 18.33 20. 30 22.82 26.85
1 bil+ 8.53 1.07 6.87 6.55 1. 81 20.52 24. 43
5 bil+ 8.44 7.10 8.90 8.36 9.69 23.41 28. 05
10 bil+ 17.61 17.36 16.54 16.02 15.72 18. 34 22.23
Total of < 100miT 38.57 38.74 38.33 37. 11 38. 01 38.17 39.26
Loss-making corporations (zero income) Unit: %
Capital class| 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 18.09 18.09 18.07 18.23 18. 34 18.59 19. 28
1 mil + 21.58 21.02 21.02 20.79 21. 24 21.17 21.78
2 mil+ 31.48 29. 36 28.54 28.24 27. 46 26.90 26.62
5 mil+ 30. 29 28.58 27.94 27.70 26.80 25. 91 24. 64
10 mil+ 26.94 25.50 24.38 23.92 22. 46 21.34 19. 09
20 mil+ 24.19 23.06 22.42 21.97 20.74 19.59 17.55
50 mil+ 20. 81 20.24 19. 68 19.45 18.20 17.06 15. 36
100 mi |+ 2.50 2.73 2.67 2.82 2.46 2.50 2.45
500 mi [+ 4.92 4.27 3.26 3.58 3.47 2.78 3.75
1 bil+ 2.72 2.59 2. 71 2.35 2.70 2.38 2.33
5 bil+ 2.89 2.85 2.41 2.34 2.63 2.63 2. 01
10 bil+ 3.45 3.32 3.26 3.42 2.97 3.41 3.03
Total of < 100mil 28.35 26.63 25.87 25.52 24.770 24.04 23.42
Profit-making corporations Unit: %
Capital class| 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 36.58 37. 46 37.89 38. 21 38.09 38.59 39.93
1 mil + 34.54 35.53 36.32 36.55 36. 51 36.83 37.93
2 mil+ 27.88 29. 51 30.84 31.86 32.54 33.35 33. 46
5 mil+ 32.93 34. 47 35. 69 36.73 37.34 37. 11 35.88
10 mil+ 43. 06 44.88 46.16 47.72 48. 40 48.417 46.03
20 mil+ 48.08 49.58 50.78 51.94 52.33 51.92 48.97
50 mil+ 52.19 53.34 54.15 55. 42 55.32 54.32 50. 59
100 mi |+ 72.10 12.72 12.94 73.18 71.83 69. 91 66. 67
500 mi |+ 74. 88 76. 65 11.39 78.09 16. 23 74.39 69. 40
1 bil+ 18.76 80. 34 80.42 81.11 79. 50 71.10 13.24
5 bil+ 18.67 80. 05 18. 69 79. 30 11.68 13.89 69. 94
10 bil+ 78.94 79.32 80. 21 80. 56 81. 31 78.25 74. 74
Total of < 100miT 33.08 34.62 35.80 36.77 37.29 37.79 37.32

Source: Authors’ calculation

with capital of over 100 million yen.

Table 14 shows that the proportion of loss-making corporations with negative income
before loss carryforward deductions in each capital class, when looking at the class with
capital of 100 million yen or less, generally increases as the capital decreases. The high pro-
portion of loss-making corporations with negative income before loss carryforward deduc-
tions among corporations with capital of 100 million yen or less is thought to be due to the
fact that this tendency is stronger among corporations with smaller capital sizes.
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We have already confirmed that the proportion of profit-making corporations in each
capital class differs between those with capital of 100 million yen or less and those with
capital of over 100 million yen. It is noTable that among corporations with capital of 100
million yen or less, the proportion of profit-making corporations is higher among corpora-
tions with capital of over 10 million yen than among corporations with capital of 10 million
yen or less.

Corporations with capital of over 100 million yen differ from corporations with capital
of less than 100 million yen in terms of loss carryforwards, as mentioned above, but they
also differ in that, with the exception of certain industries, they are subject to enterprise tax
based on the size of the enterprise (value-added and capital). Table 15 shows the number of
corporations subject to the size-based business taxation (size-based-taxed corporations)
shown in Table 1, broken down by capital class. Comparing Table 15 with Table 14, it can
be seen that many corporations with capital of over 100 million yen are size-based-taxed
corporations.

As in Section I11, we will show the number and percentage distribution of corporations
subject to the size-based business taxation whose income before loss carryforward deduc-
tions and income after loss carryforward deductions are positive, zero, and negative, respec-
tively. Table 16 shows the number and percentage distribution of corporations subject to the
size-based business taxation whose income before loss carryforward deductions is positive,
zero, and negative (loss amount before loss carryforward deductions is over 0 yen). Since
the size-based-taxed corporations have capital of over 100 million yen, Table 16 shows a
similar trend to Table 7. Approximately 20-30% of corporations are loss-making corpora-

Table 15. The Number of Size-based-taxed Corporations

Unit: corporations

Capital class 2014 2015 2016 2017 2018 2019 2020
100 mil+ yen 14,077 13,481 12,917) 12,456] 11,968 11,595 11,057
500 mi [+ 1,696 1,673 1, 640 1,605 1, 551 1,501 1,473
1 bil+ 2,944 2, 860 2,186 2,718 2, 640 2,615 2,526
5 bil+ 654 644 629 611 587 580 571
10 bil+ 158 128 ni 687 680 668 660
Total 20,129] 19,386] 18,689] 18,077[ 17,426] 16,959] 16,293

Source: Authors’ calculation

Table 16. The Income/Loss before Loss Carryforward Deduction of Size-based-taxed Corporations

Size-based-taxed corporations Unit: corporations
Income/loss before deduction 2014 2015 2016 2017 2018 2019 2020
Loss > 0 4, 660 4, 301 4,123 3,833 3,942 4,260 4,781
Loss = 0 40 40 25 22 21 17 13
Income > 0 15, 429 15, 045 14, 541 14,222 13,463 12,682 11,499
Shares

Income <= 0 23.35%  22.39% 22.19% 21.33% 22.74% 25.22% 29.42%
Income < 0 23.15%[  22.19% 22.06% 21.20%| 22.62%] 25.12% 29.34%
Income = 0 0. 20% 0.21% 0.13% 0.12% 0.12% 0.10% 0. 08%
Income > 0 76.65%  77.61%| 77.81%| 78.67% 77.26%[ 74.78% 70.58%

Source: Authors’ calculation
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tions with income before loss carryforward deductions of O yen or less, but the remaining
approximately 70-80% of corporations have positive income before loss carryforward de-
ductions.

Table 17 also shows the number and composition ratio of size-based-taxed corporations
whose income after loss carryforward deduction is positive (and therefore profit-making),
zero, and negative (loss amount after loss carryforward deduction is over 0 yen). Since size-
based-taxed corporations have capital of over 100 million yen, Table 17 shows a similar
trend to Table 6. The proportion of profit-making corporations is just under 70% to just un-
der 80%. As shown in Table 6, the proportion of corporations with a zero loss is just under
3% for all corporations with capital of over 100 million yen, but just under 2% for size-
based-taxed corporations only.

V-2. Income and Loss Distribution

Table 18 shows income before loss carryforward deductions per corporation by capital
class. The first section of Table 18 shows income before loss carryforward deductions per
corporation in each capital class. With the exception of those with capital of 1 million yen or
less (including those with unknown capital), income before loss carryforward deductions
per corporation increases as the capital class increases. The total income before loss carry-
forward deductions for all corporations is as shown in Table 9, but when broken down by
capital size in Table 18, corporations with capital of 100 million yen or less generate around
40% of the total, and corporations with capital of over 100 million yen generate around 60%
of the total. Size-based-taxed corporations alone generate around 45% of total income be-
fore loss carryforward deductions.

Since the first Table of Table 18 contains both loss-making corporations and profit-mak-
ing corporations in the same capital class, the second and subsequent Tables of Table 18
show these separately as loss-making corporations with negative income after loss carryfor-
ward deduction, loss-making corporations with zero income after loss carryforward deduc-
tion, and profit-making corporations.

Table 17. The Income/Loss after Loss Carryforward Deduction of Size-based-taxed Corporations

Size-based-taxed corporations Unit: corporations

2014 2015 2016 2017 2018 2019 2020
Loss > 0 4,660 4,301 4,123 3,833 3,942 4,260 4,781
Loss = 0 332 348 318 343 279 246 236

Total of loss-making corp 4 992 4. 649 4, 441 4176 4, 221 4,506 5,017
Total of profit-making corp| 15,137 14,7317 14,248 13,901 13, 205 12,453 11,276
Shares

Loss-making corp 24.80% 23.98%| 23.76% 23.10%| 24.22% 26.57% 30.79%
Income < 0 23.15%]  22.19% 22.06% 21.20%| 22.62% 25.12% 29.34%
Income = 0 1. 65% 1. 80% 1.70% 1.90% 1. 60% 1. 45% 1. 45%

Profit-making corp 75.20%  76.02% 76.24%| 76.90%| 75.78% 73.43% 69.21%

Source: Authors’ calculation
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Table 18. Income before Loss Carryforward Deduction Per Corporation: by Capital Class

All corporations unit: 10 thousand yen (million yen for total)
Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 451 349 664 410 7 20.
1mil + 63 6 7 07 3
2 mil+ 26 130 4 7 9 1
5 mil+ 428 468 4 17 4
10 mi [+ 1,063 . 168 . . 1, 1,440 . 180
20 mil+ 2,45 . 166 .0 . 6 4,69 3,119 . 675
50 mil+ 0,28 27 . 050 11, 868 13,11 10, 204 . 475
100 mil+ 2, 209 24,25 . 637 31, 697 33,25 33, 669 32, 20!
500 mi [+ 1,050 67, . 626 68, 660 76, 340 68, 680 61,57
1 bil+ 05,072 109, 7 116. 009 128, 901 129, 852 7,963 04,93
5 bil+ 80, 671 307, 225 290, 035 283, 445 289, 905 44, 306 91, 45
10 bil+ 1,371,037] 1,538,386] 1,459, 701 1,524, 881 1,523,857] 1,363.930] 1,325,
Average of < 100mi | 593 1 160 744 0f 5 5
Average of 100mi [+ 15, 905 9,804 131, 069 139, 550! 44, 61 135, 565 29,024
Average of size-based-taxed corp 05, 158 5,230 123,135 128, 588 36,292 132, 404 14, 632
Sum_of < 100mi 5,199,070 16 139] 19,905, 694] 19,723 297] 24,344,075 19,697, 413 . 128,03
Sum_of 100mi [+ 8,032, 715 30,375, 536] 29, 705,391 30, 756, 796 30,909, 087] 28, 284, 343 . 078, 352
Sum of size-based-taxed corp] 21,167, 207] 22,338,487 23,012, 754] 23,244,939[ 23,750, 168] 22, 454,384 . 677,004
Loss-making corporations (income < 0) unit: 10 thousand yen (million yen for total)
Capital class 2014 2015 2016 2017 2 2019 2020
between 0 and 1 mil. yen -480 -484 -414 - = -410 -541
mil + -339 -32 -336 = -324 -350 -420
mi |+ -569 -332 — -33 -35 -365 -49
mi |+ -82 -829 -82 -11 -18 -863 -1, 104
0 mil+ -1, 444 -1,49 -1.49 -1,37 -1,548 -1,619 -1,914
0 mi [+ -3.2 -2, 94! -2, 90 -5,59 -2, 1 -3, 369 -4,017
50 mil+ -8.5 -9, 66 -1, 91 -8, 12 -8, 544 -9, 90! -14, 747
100 mil+ -17.17 -18,7 -17,28 -18, 680 -16, 2 -15, 034 -23, 844|
500 mi [+ -22, 60 -23, -20, 17 -21,533 -19, 794 -24, 7 -35, 19
1 bil+ -48, 695 -56, 195 -57, 21 -50, 014 -48, 700 -49, 478 -101, 24
5 bil+ -128, 90 -127, 620 -146, 31 -247, 085 -161,010 -228, 268 -261, 55
10 bil+ -638, 01 -650, 590 -654,664] -1,171,081] -1,133,9 -932,225] -1,352,72
Average of < 100mi | -88 -767 -730 -808 —124 — -1,12
Average of 100mi [+ -48, 95 -52, 295 -51, 8 -75, 230 -66, 802 —65, 584 -105, 569
Average of size-based-taxed corp -46, 109 -50, 121 -42.90 -84, 584 -74, 042 -61, 096 -117, 395
Sum_of < 100mi -8, 711, 164] 7,698, 265] 7,333, 692] 8,081, 092] -7, 374, 295] -8, 435, 413] —12, 175, 506
Sum_of 100mi [+ -2,734,377] -2,703,645] -2,582,092] -3,565, 150] -3,284,008] -3,445, 763] -6, 120,909
Sum of size-based-taxed corp| -2,148,659] -2, 155, 715] -1,768, 819] -3,242,091] -2, 918,738[ -2, 602,670] -5, 612, 641
Sum (all) -11, 446, 141] -10, 401, 910] -9, 915, 784] 11, 646, 243[ 10, 658, 302[ 11, 881, 176[ 18, 296, 415
Loss-making corporations (income = 0) unit: 10 thousand yen (million yen for sum)
Capital class 2014 2015 2016 2017 201 2019 2020
between 0 and 1 mil. yen 217 3 2,225 66 805 38 72
Tmil + 47 34 0 47 211 1 24
2 mil+ 47 24 4 50 250 1 53
5 mil+ 05 500 545 547 7 521
10 mi I+ 893 903 26 921 884 88 885
20 mil+ . bb4 1,762 1,665 174 1,687 1 . 675
50 mil+ . 163 6, 080 5,424 .15 5,207 Ji . 624
100 mi |+ 4.7 4.7 4, 291 4,87 3,342 88 . 203
500 mi [+ 12, 3. 1, 10, 797 12, 52 15, 269 1 0 0, 642
1 bil+ 34,7 9 41, 436 36, 94 20, 00 1 0, 634
5 bil+ 39, 28| 0 37,205 29,92 44,27 5 3,
10 bil+ 168, 025 9, 69 51, 86 103, 63 589, 88 352, 1,45
Average of < 100mi[ 4 53 1 54 575 88 49
Average of 100mi [+ 22,0 14,13 15, 40 17,509 44,938 34,130 10, 62
Average of size-based-taxed corp 9.7 5,75 10, 53: 7,182 71,045 45,218 6,17
Sum_of < 100mi 3,584, 1 3, 663, 50 4,870,532 3,667,240] 3,810,471 3,190,957 3,170, 62
Sum_of 100mi [+ 150, 860 95,5 L 131 108, 90 252,998 82, 255 55, 245
Sum of size-based-taxed corp 32, 351 20, 0. 497 24,634 198, 216 11, 235 14, 580
Sum (all) 3,735,033 3,759,034 4,9 2] 3.776,146] 4,063 469] 3,373,212] 3,225,870
Profit-making corporations_(income > 0) unit: 10 thousand yen (million yen for sum)
Capital class 2014 2015 201 2017 2018 2019 2020
between 0 and 1 mil. yen 1,716 1,330 1.17 1,135 1,146 927 931
1mil + 461 467 49 526 544 585 576
2 mil+ 645 660 85 piki 734 769 710
5 mil+ . 160 1,830 . 880 2,023 2,082 2,115 2,197
10 mi [+ 917 3,073 . 197 3,367 3,478 3,592 3, 64
20 mil+ L1 6, 384/ . 134 7.119 ik 1,247 1,60
50 mil+ .0 19, 869 22,263 22,1728 26, 084 22,22 24, 66
100 mi |+ . 90! 39, 520 44,885 49, 250 51,988 53,97 59, 150
500 mi [+ .82 93, 057 88, 095 92, 400 104, 720 99 01, 762
1 bil+ 143, 67 147, 9 154, 85 68, 059 173,570 17 76, 394
5 bil+ 385, 56 410, 00! 402, 56 413,775 412, 493 40 77, 955
10 bil+ 1,871,800 2,078, 55 1,952, 82 2,121,39 2,071,836] 1,946, 10: 2,174, 465
Average of < 100mi [ . 396 2, 30 , 38| 47 L 192 , 42 .45
Average of 100mi [+ 70, 869 87, 88 188, 71 05, 12 213,527 209, 25! .35
Average of size-based-taxed corp 53,819 66,073 173, 695 90, 363 200, 460 200, 320 281|
Sum of < 100mi 20, 326, 661] 20, 644, 901] 22, 368, 854] 24,137, 149] 27,907, 898] 24, 941,870] 25,132, 912
Sum_of 100mi [+ 30,616,232 32,983, 649] 32,191,353] 34,213,040] 33,940,097| 31,547,851 32 144,015
Sum of size-based-taxed corp| 23,283,516] 24,474, 173] 24,748,075 26,462,397 26,470,689 24,945 819[ 24,275,065

Source: Authors’ calculation
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The second Table in Table 18 shows the income before loss carryforward deduction per
corporation by capital size for loss-making corporations with negative income after loss car-
ryforward deduction. This shows that, with the exception of corporations with capital of 1
million yen or less (including those with unknown capital), the loss before loss carryforward
deduction per corporation increases as the capital class increases. However, when it comes
to total losses, corporations with capital of 200 million yen or less account for approximate-
ly 70% of the total. This is likely due to the predominance of corporations with capital of
100 million yen or less in the loss-making corporations whose income before loss carryfor-
ward deduction is negative. Table 9 shows the total loss before loss carryforward deduction
for all loss-making corporations (i.e., including corporations with zero income after loss
carryforward deduction). As shown in the second Table in Table 18, loss-making corpora-
tions with negative income after loss carryforward deduction alone incurred losses of ap-
proximately 10 to 11 trillion yen before FY2019 and over 18 trillion yen in FY2020.

The third Table in Table 18 shows the income before loss carryforward deductions per
corporation by capital size for loss-making corporations with zero income after loss carry-
forward deductions. Loss-making corporations with zero income after loss carryforward de-
ductions have positive income amounts because their income before loss carryforward de-
ductions is zero or greater. This Table also shows that, with the exception of corporations
with capital of 1 million yen or less (including those with unknown capital), the income be-
fore loss carryforward deductions per corporation increases with capital size. However,
when looking at the total amount, corporations with capital of 100 million yen or less over-
whelmingly outnumber loss-making corporations with zero income after loss carryforward
deductions, and therefore corporations with capital of 100 million yen or less account for
the majority of the total. The total income before loss carryforward deductions for loss-mak-
ing corporations with zero income after loss carryforward deductions was around 4 trillion
yen during this period.

Finally, the fourth Table in Table 18 shows income before loss carryforward deduction
per corporation by capital size for profit-making corporations. As with the previous Tables,
the larger the capital size, the higher the income before loss carryforward deduction per cor-
poration, except for corporations with capital of 1 million yen or less (including those with
unknown capital). Looking at the breakdown by capital size, corporations with capital of
100 million yen or less generate around 40% of the total income before loss carryforward
deduction for profit-making corporations alone, while corporations with capital of over 100
million yen generate around 60% of the total. Size-based-taxed corporations alone generate
around 45% of the total income before loss carryforward deduction for profit-making corpo-
rations alone.

Table 19 shows income after loss carryforward deductions per corporation by capital
class. The top section of Table 19 shows income after loss carryforward deductions per cor-
poration in each capital class. With the exception of those with capital of 1 million yen or
less (including those with unknown capital), income after loss carryforward deductions per
corporation increases as the capital class increases. The total income after loss carryforward



30 DOI Takero, BESSHO Shun-ichiro, MORI Katsuki / Public Policy Review

deductions for all corporations is as shown in Table 10, but when broken down by capital
size in the top section of Table 19, corporations with capital of 100 million yen or less gen-
erate around 30% of the total, and corporations with capital of over 100 million yen gener-
ate around 70% of the total. Size-based-taxed corporations generate around 50% of total in-
come after loss carryforward deductions alone.

As we saw in Section Ill, for loss-making corporations with negative income after loss
carryforward deductions, regardless of capital class, the income after loss carryforward de-
ductions is the same as the amount of income before loss carryforward deductions (the
amount in Table 18), and for loss-making corporations with zero income after loss carryfor-
ward deductions, the income after loss carryforward deductions is, by definition, zero.
Therefore, showing income after loss carryforward deductions by capital class is meaningful
only for profit-making corporations. The bottom panel of Table 19 shows income after loss
carryforward deductions per corporation by capital class for only profit-making corpora-

Table 19. Income (after Loss Carryforward Deduction) Per Corporation: by Capital Class

All corporations unit: 10 thousand yen (million yen for sum)

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 388 267 242 241 245 166 133
1 mil + -4 1 23 46 47 53 30
2 mil+ =71 39 55 75 80 92 38
5 mil+ 232 281 330 423 456 442 312
10 mi [+ 152 86 967 1,137 1,162 1,175 946
20 mil+ 1, 941 2,22 2,500 2,095 3,568 2,679 2,259
50 mil+ 8,619 7,533 9,422 9, 985 11,575 8,830 7,040
100 mi [+ 20, 143 22,575 26, 898 30, 000 31, 859 32,522 30,774
500 mi [+ 56, 482 62,417 61, 046 65, 442 74,168 66, 695 59, 351
1 bil+ 96, 008 103, 492 109, 576 122,795 125,610 124, 040 101,292
5 bil+ 259, 887 281, 409 276, 829 268, 558 280, 211 236, 162 183, 167
10 bil+ 1,216, 146] 1,432, 146] 1,365,995| 1,461,404] 1,462,570 1,330,168 1,242 741
Average of < 100mi | 406 455 529 559 685 567 431
Average of 100mi |+ 104, 205 120, 844 123, 158 133, 216 139, 095 131, 765 122,185
Average of size-based-taxed corp 96, 811 108, 024 115,925 123,222 131,013 128, 850 107, 868
Sum of < 100mi | 10, 413, 103[ 11, 773, 457[ 13, 863, 728] 14, 816, 372| 18, 378, 454] 15, 404, 452] 11, 844, 943
Sum of 100mi [+ 25,202,974]| 28,278,763| 27,912, 496[ 29, 360, 790{ 29, 730, 229| 27, 491, 376] 24,695, 958
Sum of size-based-taxed corp| 19, 487, 081] 20, 941, 519| 21, 665, 277| 22, 274, 926| 22, 830, 353[ 21, 851, 735 17,574, 995
Profit-making corporations unit: 10 thousand yen (million yen for sum)

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 1, 656 1,286 1,119 1,078 1,100 885 886
1 mil + 420 423 459 489 503 543 525
2 mil+ 574 595 627 659 678 712 709
5 mil+ 1,630 1,703 1,765 1,903 1,972 2,006 2,086
10 mi [+ 2,753 2,902 3,046 3,202 3,332 3,433 3, 505
20 mil+ 5,920 6,104 6, 458 6, 844 8,239 7,009 7,360
50 mil+ 20, 946 18,906 21,221 21,701 25,015 21,478 23,838
100 mi [+ 34,204 37,383 42,657 47,120 50, 155 52, 459 57,199
500 mi |+ 81, 531 87,395 83,926 88, 853 102, 566 97,245 99, 136
1 bil+ 133, 364 140, 753 148, 256 161,599 168, 913 174, 061 172,072
5 bil+ 360, 589 378, 830 386, 919 395, 885 401, 511 392, 117 366, 774
10 bil+ 1,682,935 1,947, 953] 1,838,102] 2,046,990 2,018,004 1,918, 314[ 2,065,113
Average of < 100mi | 2,254 2,172 2,261 2,348 2,516 2,321 2,342
Average of 100mi |+ 155,918 176, 488 178,770 197, 410 207,702 205, 208 221,800
Average of size-based-taxed corp 142,933 156, 730 164,473 183, 562 194,995 196, 374 205, 637
Sum of < 100mi | 19,124, 867[ 19, 471, 722[ 21,197, 420[ 22, 897, 464] 25, 752, 749] 23, 839, 866] 24, 020, 449
Sum of 100mi |+ 27,937, 351] 30, 982, 408( 30, 494, 588| 32, 925, 941 33, 014, 237] 30,937, 139] 30, 816, 866

Sum of size-based-taxed corp| 21, 635, 740{ 23, 097, 234| 23, 434, 096] 25, 517, 018 25, 749, 090| 24, 454, 405| 23, 187, 636
Source: Authors’ calculation
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tions. Comparing this Table with the fourth panel in Table 18, we can see that the amounts
shown are lower by the amount of loss carryforward deductions applied, but the trends are
similar in both Tables.

Let’s now look at the current-period loss carryforward deduction amounts by capital
size. Table 20 shows the current-period loss carryforward deduction amounts per corpora-
tion by capital size. According to Table 20, the average current-period loss carryforward de-
duction amount for all corporations is around 4 million yen. The total current-period loss
carryforward deduction amount for all corporations was around 7 trillion yen until FY2018,
but is in the 5 trillion yen range for FY2019 and 2020.

This all-corporate average includes loss-making corporations with negative income be-
fore loss carryforward deductions. The total amount of loss carryforward deductions for
profit-making corporations alone was around 3 trillion yen through FY2018, but fell to
around 2 trillion yen in FY2019 and FY2020. The amount per corporation ranged from a
low of 1.64 million yen in FY2019 to a high of 4.48 million yen in FY2014, all of which
were lower than the all-corporate average. This is likely because profit-making corporations
have positive income even after loss carryforward deductions, and therefore have smaller
deduction amounts. Even if they can use loss carryforward deductions, some corporations
do not have many carryover losses, and others have capital of 100 million yen, which, as
mentioned above, are subject to deduction limits. Loss-making corporations are able to

Table 20. Loss Carryforward Deduction Per Corporation by Capital Class

All corporations unit: 10 thousand yen (million yen for total)
Average 2014 2015 2016 2017 2018 2019 2020
All 478 432 480 378 426 300 337
Profit-making corp. 448 347 300 255 303 164 235
Capital <= 100 mil yen 304 305 374 297 359 255 257
Profit-making corp. 142 131 125 127 216 107 108
Capital > 100 mil yen 15, 213 11, 501 10, 140 8,069 7,163 5,080 9,591
Profit-making corp. 14, 951 11, 400 9,947 1,711 5, 825 4,051 9, 552
Size-based-taxed corp. 10, 861 9, 261 9, 251 6,810 6, 822 4,746 9,573
Profit-making corp. 10, 886 9,343 9,222 6,801 5, 465 3,946 9,644
Sum
All 7,615, 708] 6,933,455 7,834, 861| 6,302,931| 7,144, 479] 5,085,928 5, 665,482
Profit-making corp. 3,880,676| 3,174,421 2,868,199 2,526,785 3,081,009| 1,712, 716] 2,439,612
Capital <= 100 mil yen 4,785,967| 4,836,682| 6,041,966 4,906,926 5,965,620 4,292 961| 4, 283,088
Profit-making corp. 1,201,794 1,173,180[ 1,171,434| 1,239,685] 2,155,150 1,102, 004 , 112, 463
(Capital > 100 mil yen 2,829, 741] 2,096, 773| 1,792,896[ 1,396,005 1,178,858 792, 967 . 382, 394
Profit-making corp. 2,678,881| 2 001,241 1,696, 765[ 1,287,099 925, 860 610, 712 327,149
Size-based-taxed corp. 1,680, 126[ 1,396,969 1,347,476 970, 013 919, 815 602, 649 1,102, 009
Profit-making corp. 1,647, 776[ 1,376,940] 1,313,979 945, 379 721,599 491,414 1,087,429
Ratios to income before loss carryforward deduction
Average 2014 2015 2016 2017 2018 2019 2020
All 13.93% 12. 08% 13.16% 10. 15% 10. 84% 8.50% 9. 36%
Profit-making corp. 7.62% 5.92% 5.26% 4.33% 4.98% 3. 03% 4. 26%
Capital <= 100 mil yen 31.85% 28.52% 28.76% 22.67% 22.52% 18. 08% 20. 02%
Profit-making corp. 5.91% 5. 68% 5. 24% 5. 14% 1. 72% 4.42% 4. 43%
(Capital > 100 mil yen 9. 20% 6. 34% 5. 55% 4.07% 3. 45% 2.50% 4.29%
Profit-making corp. 8. 75% 6.07% 5.21% 3. 16% 2. 13% 1. 94% 4. 13%
Size-based-taxed corp. 1.21% 5. 70% 5. 44% 3. 66% 3. 45% 2. 41% 4.54%
Profit-making corp. 7.08% 5. 63% 5.31% 3.57% 2. 73% 1.97% 4. 48%

Source: Authors’ calculation
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maximize their loss carryforward deductions, with zero losses/incomes. The current-year
loss carryforward deduction amount per corporation is shown in the third Table of Table 18
(for loss-making corporations with zero income after deductions). Although this is the in-
come amount before loss carryforward deduction for loss-making corporations with zero in-
come after loss carryforward deduction, by definition this amount is deducted as a cur-
rent-period loss carryforward deduction, meaning that the corporation’s income after loss
carryforward deduction is zero. Therefore, the amounts in the third Table of Table 18 are the
same as the current-period loss carryforward deductions (hereinafter, for the current-period
loss carryforward deduction amounts for loss-making corporations with zero income after
loss carryforward deduction by capital class, please refer to the amounts in the third Table of
Table 18).

This point can also be confirmed by looking at the current deduction rate against income
before loss carryforward deductions in the lower part of Table 20. Looking at the average
for all corporations (strictly speaking, the average for corporations that apply loss carryfor-
ward deductions, that is, the average for profit-making corporations and loss-making corpo-
rations whose income after loss carryforward deductions is 0 yen), the ratio of current de-
ductions against income before loss carryforward deductions is around 10%. In contrast, the
average for profit-making corporations alone is just under 3-8%, which is lower than the av-
erage for all corporations. This is because, by definition, loss-making corporations whose
income after loss carryforward deductions is 0 yen have a current deduction rate against in-
come before loss carryforward deductions of 100% (and therefore, as it is obviously 100%,
it is not reported in Table 20).

Table 20 also shows the current-period loss carryforward deduction amount per corpora-
tion by capital size. Table 20 shows that the current-period loss carryforward deduction
amount per corporation is higher for corporations with capital of over 100 million yen than
for corporations with capital of less than 100 million yen. It also shows that the current-peri-
od deduction amount per corporation for size-based-taxed corporations is lower than the av-
erage for corporations with capital of over 100 million yen. The reason for this is that the
proportion of profit-making corporations is higher for size-based-taxed corporations (see
Table 17) compared to corporations with capital of over 100 million yen (see Table 6),
which is thought to be why a higher proportion of corporations are facing the current-period
loss carryforward deduction limit.

This point can also be confirmed by looking at the current-period deduction rate relative
to income before loss carryforward deductions, shown in the bottom row of Table 20. For
corporations with capital of 100 million yen or less (both profit-making corporations and
loss-making corporations with zero income after loss carryforward deductions), this ratio
averages just over 20-30%, but when considering only profit-making corporations, it ranges
from just over 4% to just over 7%. For corporations with capital of over 100 million yen,
the average never exceeds 10% and is lower than the average for corporations with capital
of 100 million yen or less. When considering only profit-making corporations with capital
of over 100 million yen, it can be seen that in some years the average is higher than the av-
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erage for profit-making corporations with capital of 100 million yen or less. This is likely
because, although corporations with capital of 100 million yen or less are eligible for a
100% deduction under the system, there were years in which many corporations had low
current-period deduction rates due to the small amount of remaining loss carryforwards.
Meanwhile, for corporations with capital of over 100 million yen, despite the deduction lim-
it, there were more corporations that applied current-period deductions closer to that limit
than in other years, resulting in a relatively high ratio. This factor is also observed when tak-
ing the average of only size-based-taxed corporations among corporations with capital of
over 100 million yen, and is the average for corporations that recorded profits in FY2014,
2016, and 2020.

Further details regarding the amount of loss to be deducted in the current period and the
amount carried forward to the next period (loss carryforward) are explained in Section V1-3.

V-3. Distribution of Corporate Tax Amount

Table 21 compares the total corporate tax amount by capital class over the years. The to-
tal corporate tax amount for all corporations is shown in Table 11. Looking at it by capital
size, the total corporate tax amount for corporations with capital of over 100 million yen ac-
counted for more than half of the total for all corporations in every fiscal year. Of these, the
amount of corporate tax paid by size-based-taxed corporations during this period accounted
for around 45% of the total amount.

According to the second Table of Table 21, which shows the average of corporate tax
amount by capital class, the larger the capital size, the higher the corporate tax amount per
corporation, except for those with capital of 1 million yen or less (including those with un-
known capital). The average for all corporations is shown in Table 11, with the average for
corporations with capital of 100 million yen or less being 1.7 million yen, and the average
for corporations with capital of over 100 million yen being in the 200 million yen range.

This is an average amount divided by the number of corporations, including loss-making
corporations that do not pay corporate tax. The third Table in Table 21 shows the amount of
corporate tax paid by profit-making corporations by capital class. We have already con-
firmed in Table 11 that most of the total corporate tax was paid by profit-making corpora-
tions, and the first and third Tables in Table 21 are quite similar, so it is redundant, but we
have shown them to keep the consistency of the analyzed corporations.

According to the fourth Table in Table 21, which shows the amount of corporate tax per
profit-making corporation, the larger the capital size, the higher the amount of corporate tax
per corporation, except for corporations with capital of 1 million yen or less (including cor-
porations with unknown capital). Looking only at profit-making corporations, the average
amount of corporate tax per corporation is 4.5 million to just over 5 million yen for corpora-
tions with capital of 100 million yen or less, and around 300 million yen for corporations
with capital of over 100 million yen. We can see that the average for size-based-taxed cor-
porations is smaller than the average for corporations with capital of over 100 million yen.
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What kind of corporations pay more than 5 million yen in corporate tax? Section IV
shows that corporations paying more than 5 million yen account for approximately 95% of
the total. Table 22 shows the number of corporations paying more than 5 million yen in cor-
porate tax by capital class. According to Table 22, the number of corporations with capital
of 100 million yen or less is between just under 110,000 and just over 130,000, while the
number of corporations with capital of over 100 million yen is approximately 12,000. Of
these, corporations with capital of over 100 million yen account for approximately 10% of
corporations paying more than 5 million yen in corporate tax. It can be said that approxi-
mately 90% of corporations paying more than 5 million yen in corporate tax are corpora-
tions with capital of 200 million yen or less. Table 22 also shows the number of size-based-
taxed corporations that pay more than 5 million yen by capital class.

Table 22 also shows the percentage of corporations paying more than 5 million yen in
corporate tax by capital size out of all corporations of that capital size. In every fiscal year,
corporations with capital of 100 million yen or less paying more than 5 million yen account

Table 21. Corporate Tax Amount by Capital Class

All corporations unit: million yen

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 383,175 308,010] 270,301] 297,403] 328,461[ 315,861 349,618
1 mil + 14, 571 15, 899 18,582 21,100 22,895 26,832 28,023
2 mil+ 346, 341 374,046] 396,338 428,440( 444,328 482,323 480,174
5 mil+ 828, 298 885, 553| 905,030{ 978, 434[ 1,020,004 1, 054,531] 1, 042, 490
10 mil+ 398, 667 423,523| 432,346] 455,325| 474,632 491,048 477,945
20 mil+ 986, 651 1,009, 740{ 1,042, 723[ 1,109, 688| 1, 326, 492| 1, 146, 239[ 1, 141, 127
50 mil+ 1,238,085[ 1,094,366]1,207,902| 1,248, 611] 1,460, 484[ 1,258,873 1, 262, 736
100 mi |+ 928, 253 941, 672| 1,000, 465] 1, 065, 299{ 1, 069, 331{ 1, 052, 220{ 1, 053, 865
500 mi [+ 314, 600 328,179| 298,922| 315,905| 347,306[ 306,779 291,139
1 bil+ 945, 906 962, 246] 960, 292| 1,028, 859( 1, 047, 625 1,042,478 959, 727
5 bil+ 543,070 543,133] 529,626] 530,134 496,188 442 542 413,584
10 bil+ 2,795,995 3,212,381[2, 898,900( 3, 321, 378] 3, 301, 770] 2, 955, 456/ 3, 086, 613
Sum of < 100mi | 4,195,787 4,111,136(4,273,223[4,539,001(5,077,296[4, 775,708[4, 782, 113
Sum of 100mi |+ 5,527,824 5,987, 611[5, 688, 207(6,261,574| 6, 262, 220| 5, 799, 475( 5, 804, 928

Sum of size-based-taxed corp 4: 437, 180] 4,635, 930[ 4, 585, 852| 5, 035, 456] 5, 076, 696/ 4, 775, 548| 4, 596, 247

Share of < 100mil 43.15% 40. 71% 42.90% 42.03% 44.78% 45.16% 45 17%
Share of 100mi [+ 56. 85% 59. 29% 57.10% 57.97% 55. 22% 54. 84% 54. 83%
Share of size-based-taxed corp 45. 63% 45.91% 46. 04% 46. 62% 44.77% 45. 16% 43. 41%
Corporate tax amount per corporation unit: 10 thousand yen

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 117 86 69 69 70 62 64
1 mil + 28 28 30 32 33 37 36
2 mil+ 31 34 36 39 41 44 44
5 mil+ 115 124 128 139 146 152 151
10 mil+ 264 283 292 310 325 337 331
20 mil+ 653 669 693 738 880 759 151
50 mil+ 2,534 2,204 2,389 2,429 2,789 2,373 2,365
100 mi |+ 5,920 6, 247 6, 900 7,602 7,922 8, 037 8, 421
500 mi [+ 13,939 14,736 13,737 14,693 16, 746 15, 255 14,557
1 bil+ 22,733 23,765 24,324 26,517 27,432 21,571 25, 967
5 bil+ 60, 341 61,931 60, 667 62, 004 59, 211 52,999 48,945
10 bil+ 235, 551 273,394| 248,406] 290,839| 288,364 258 118 267,008
Average of < 100mi | 164 159 163 171 189 176 174
Average of 100mi |+ 22,855 25, 587 25,098 28,410 29,298 217,797 28,720

Average of size-based-taxed corp 22,044 23,914 24,538 27, 856 29,133 28,159 28,210
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Table 21. Corporate Tax Amount by Capital Class (continued)

Profit-making corporations unit: million yen

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 383,154 307,974| 270,270] 297,334 328,408 315,784| 349,514
1 mil + 14,564 15, 893 18,576 21,083 22,888 26, 824 28,016
2 mil+ 345,889| 373,898| 396,178 428,289 444,106] 482,190] 479,995
5 mil+ 828,021] 885,323] 904, 766{ 978,095[1,019,713] 1,054, 130] 1, 042, 200
10 mi [+ 398,551  423,399| 432,141 455,229 474,548| 490,944| 477,867
20 mil+ 986, 406/ 1,009, 508| 1, 042, 433[ 1,109, 420 1, 326, 238| 1, 145, 943]| 1, 141,025
50 mil+ 1,237,740] 1,094, 058( 1, 207, 760| 1, 248, 517] 1, 460, 359| 1, 258, 638 1, 262, 212
100 mi [+ 928, 165| 941,496] 1,000, 367 1,065, 078[ 1,069, 015] 1,051, 984| 1, 053, 787
500 mil+ 314,599 328,112] 298,902 315,886] 347,227( 306,747 291,129
1 bil+ 945,825| 962, 223| 960, 269( 1,028, 813[ 1,047,558 1,042, 388] 959, 623
5 bil+ 543,070] 543,133| 529,626 530,132 496,187| 442 542] 413,584
10 bil+ 2,795,995(3,212,179] 2,898, 900] 3, 321, 378 3, 301, 769( 2, 955, 408| 3, 086, 613
Sum of < 100mi | 4,194,326[4,110,053[ 4,272, 124| 4,537, 967| 5,076, 260( 4, 774, 453( 4, 780, 829
Sum of 100mi |+ 5,527, 655[ 5,987,143 5, 688, 065| 6, 261, 287( 6, 261, 756[ 5, 799, 069| 5, 804, 735
Sum of size-based-taxed corp| 4,437, 0131 4,635, 47314, 585, 736(5, 035, 173[5,076, 2331 4, 775, 1641 4, 596, 072
Share of < 100mi | 43.14% 40. 70% 42.89% 42.02% 44.77% 45.15% 45.16%
Share of 100mi |+ 56. 86% 59. 30% 57.11% 57.98% 55. 23% 54. 85% 54. 84%
Share of size-based-taxed corp 45. 64% 45.91% 46. 04% 46.63% 44.77% 45.16% 43. 42%
Corporate tax amount per corporation (profit-making) unit: 10 thousand yen

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 321 229 181 180 184 161 161
1 mil + 81 79 84 88 90 99 95
2 mil+ 111 114 116 122 125 132 132
5 mil+ 350 361 358 378 391 402 421
10 mi [+ 612 630 633 650 671 696 120
20 mil+ 1,358 1,349 1,365 1,421 1,681 1,462 1, 545
50 mil+ 4,854 4,130 4, 411 4,383 5, 042 4,368 4,672
100 mi [+ 8,209 8,590 9,459 10, 386 11,025 11,495 12,629
500 mi |+ 18,615 19,222 17,750 18,814 21,963 20, 504 20,975
1 bil+ 28, 863 29, 580 30, 245 32,692 34, 505 35, 759 35, 450
5 bil+ 16, 705 71,369 77,093 78,191 76,219 71,725 69, 980
10 bil+ 298,399| 344,654| 309, 712( 361,019 354,648| 329,845| 357,247
Average of < 100mi | 494 458 456 465 508 465 466
Average of 100mi |+ 30, 850 34,105 33, 345 37,540 39, 395 38, 466 41,779

Average of size-based-taxed corp 29,312 31,455 32,185 36, 222 38, 442 38, 345 40, 760
Source: Authors’ calculation

for around 5% of corporations with capital of over 100 million yen, while the percentage is
around 55% of corporations with capital of over 100 million yen. The percentage of size-
based-taxed corporations that pay more than 5 million yen is slightly higher than the per-
centage of corporations with capital of over 100 million yen. It can also be seen that around
85% of corporations with capital of over 100 million yen that pay more than 5 million yen
are size-based-taxed.

Table 23 shows how much corporate taxes are paid by corporations that pay individually
over 5 million yen in each capital class. Table 23, which shows the total amount of corporate
tax paid by corporations that pay over 5 million yen in each capital class, shows that around
60% of the corporate tax paid by corporations that pay over 5 million yen was paid by cor-
porations with capital of over 100 million yen. Of the total corporate tax paid by corpora-
tions that pay over 5 million yen in corporate tax, roughly half were paid by size-based-
taxed corporations. Of the corporations that pay over 5 million yen in corporate tax,
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Table 22. The Number of Corporations Paying Corporate Tax more than 5 Million Yen by Capital Class

All corporations Unit: corporations

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 4,264 5,119 5,792 6, 563 7,334 8,481 8,950
1mil + 436 510 572 596 145 818 911
2 mil+ 12,571 14,008 14, 665 15, 562 16, 209 17,644 17,331
5 mil+ 32, 346 34,982 35, 830 37,962 38, 881 39,915 38, 151
10 mi |+ 15,878 17,044 17,607 18,632 19,126 19, 715 19, 493
20 mil+ 217,333 28,904 29,908 31, 498 31, 683 32,007 31, 250
50 mil+ 15,077 15, 957 16, 646 17,558 17,849 17,692 16,674
100 mi |+ 7,638 1,725 7,656 7,590 7,186 6, 849 6,271
500 mil+ 1,320 1,378 1,381 1,364 1,298 1,211 1,118
1 bil+ 2,631 2,687 2,702 2,637 2,532 2,338 2,173
5 bil+ 589 603 581 572 545 495 470
10 bil+ 709 104 683 680 673 610 581
Sum of < 100mi | 107,905 116,524] 121,020( 128,371] 131,827 136,272| 132,760
Sum of 100mi |+ 12,887 13,097 13,003 12, 843 12,234 11,503 10,613
Sum of size-based-taxed corp 11,145 11, 246 11,162 11,077 10, 549 9,979 9, 058
Total 120,792 129.621] 134,023 141,214] 144,061 147 775] 143,373
Share of < 100mi | 89. 33% 89. 90% 90. 30% 90. 91% 91.51% 92. 22% 92. 60%
Share of 100mi [+ 10.67% 10. 10% 9. 70% 9.09% 8. 49% 7. 78% 7. 40%
Share of size-based-taxed corp 9.23% 8. 68% 8.33% 7.84% 1.32% 6. 75% 6.32%
Share among < 100 mi | 4.21% 4. 50% 4. 62% 4. 84% 4. 92% 5.01% 4. 83%
Share among 100 mi |+ 53. 28% 55.97% 57.37% 58. 27% 57. 24% 55. 13% 52.51%
Share among_size-based-taxed corp 55.37% 58.01% 59. 72% 61.28% 60. 54% 58. 84% 55.59%

Source: Authors’ calculation

Table 23. Corporate Tax Amount of Corporations Paying Corporate Tax more than 5 Million Yen by Capital Class

Al'l corporations unit: million yen

Capital class 2014 2015 2016 2017 2018 2019 2020
between 0 and 1 mil. yen 338,383 254,808| 208, 446 227,113 250, 114  225,963| 247,095
1 mil + 1,874 1,918 9,322 10, 604 11,709 13,995 13, 469
2 mil+ 184,687] 197,942] 207,392 2217, 640 236, 531 262,899 258, 291
5 mil+ 656,980 704, 421 712,009 778, 609 815,302 847,294] 846, 561
10 mi |+ 345,181 367,157 373,189 393, 796 412,827 428,757 419,712
20 mil+ 931,693 952,520] 982,246 1,048,498| 1,263, 670[ 1,084,565 1,083, 841
50 mil+ 1,223,347( 1,079, 340[ 1,192,035 1,232,358] 1,444,127] 1,242, 711] 1,247,593
100 mi |+ 922, 787] 936,697] 995, 771] 1,060,940 1,065,223[ 1,048, 504[ 1,050, 477
500 mi |+ 314,068 327,689 298, 486 315,489 346,940  306,448] 290, 794
1 bil+ 945,237 961,686] 959,901] 1,028,433 1,047,196[ 1,042, 050[ 959, 327
5 bil+ 543,010 543,083 529, 591 530, 080 496, 136 442,480 413,540
10 bil+ 2,795,922| 3,212,295( 2,898,850 3,321,319] 3,301,703 2,955, 394| 3,086, 535
Sum_of < 100mi | 3,688, 146| 3,564, 106] 3, 684, 640[ 3,918, 619] 4,434,281 4,106, 183 4,116, 563
Sum of 100mi |+ b,521,024| 5,981,451] 5,682,599 6,256,261] 6,257, 198| 5,794, 876| 5, 800, 673
Sum of size-based-taxed corp| 4, 431,535| 4,630, 763| 4,581, 197] 5,031, 161] 5,072, 641[ 4, 771,908| 4,592, 905
Total 9,209, 169] 9, 545,557] 9, 367, 239] 10, 174,880] 10,691, 479| 9,901, 060] 9,917, 236
Share of < 100mi | 40. 05% 37.34% 39. 34% 38.51% 41 47% A41.47% 41.51%
Share of 100mi [+ 59. 95% 62. 66% 60. 66% 61.49% 58.53% 58.53% 58. 49%
Share of size-based-taxed corp 48.12% 48.51% 48.91% 49. 45% 47. 45% 48. 20% 46. 31%
Share among < 100 mil 87.90% 86. 69% 86. 23% 86. 33% 87.34% 85. 98% 86. 08%
Share among 100 mi [+ 99. 88% 99. 90% 99. 90% 99. 92% 99. 92% 99. 92% 99. 93%
Share among size-based-taxed corp 99. 87% 99. 89% 99. 90% 99.91% 99. 92% 99. 92% 99. 93%

Source: Authors’ calculation

corporations with capital of over 100 million yen account for just under 10% in terms of
number, but in terms of the amount of corporate tax paid, they account for around 60%.

The figure also shows the percentage of corporate tax paid by corporations with capital
of over 5 million yen out of the total amount of corporate tax paid by all corporations of that
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capital size. In every fiscal year, the amount of corporate tax paid by corporations with capi-
tal of 100 million yen or less that paid over 5 million yen accounted for just under 90% of
the total amount, while for corporations with capital of over 100 million yen and size-based-
taxed corporations the figure was over 99%. It suggests that almost all corporations with
capital of over 100 million yen paid over 5 million yen in corporate tax.

VI. Loss-making Corporations by Industry
VI-1. Distribution of the Number of Corporations

Section VI examines the loss-making corporations by industry for which information is
available from corporate tax returns. The industry classification method follows the 17-in-
dustry classification method used in the Corporation Sample Survey. Table 24 compares the
number of corporations by industry over the years, categorizing them in the same way as
Table 15 for all corporations, profit-making corporations, and loss-making corporations.

We divided all corporations into 17 industry categories and showed the number of cor-
porations, as shown in the first Table of Table 24. The industry with the highest proportion
of corporations was the service industry, followed by the construction industry. The
third-highest proportion of corporations was retail until FY2016, but has been real estate

Table 24. The Number of Corporations by Industry

The number of corporations
All corporations Unit: corporations

2014 2015 2016 2017 2018 20 2020
Rericulture, forestry and fisheries 32, 146 33,903 35,411 36, 956 38, 2 39, 3 40, 16
Mining 3,501 3,473 3,444 3,364 3,324 3,23 3,13
Construction 405,307| 409,914] 415,665 424 02 428, 88 433, 64 439, 316
Textile 26, 799 26,15 25,623 25,095 24,493 23,874 23,107
Chemical 32,639 32, 31,818 31,343 30,913 30, 62 30, 263
Steel and metals 49, 900 49, 48, 631 48,028 47,396 46, 80 46, 135
Machinery 76, 7189 75 75,010 74,048 73,175 12,4 71,257
Food manufacturing 41,936 34 , 546 41,3717 41,087 40, 8 40, 556
6
4

Other manufacturing 67,208 ,098 65,579 64, 973 64,

41, 4

Publishing and printing 33, 326 32,588 31, 836 31,040 30,322 29,
6 6
3

5
5
6
6 7
Wholesale trade 235,294 233,315 231,806[ 230,659] 228 803 227 861 225 783
Retail trade 321,900] 318,910] 315,594[ 311,821] 307,997 304,984 300,498
Restaurants and hotels 117,920f 118,583 1 0] 120,838] 121,936] 123,626 124, 480
Finance and_insurance 48,471 48, 839 . 891 49,126 49,593 50, 182 50, 636
Real estate 296,568| 303,935 312,833 322,653] 332,557] 341,597 352,058
pLBTTECu s comim eations and 81, 686 83,320 84,977 86, 394 87,985 89, 874 91, 141
Service 716,840 734,527] 752,547] 771,014[ 790,905] 816,405 836, 754
Loss-making corporations (loss < 0) Unit: corporations
2014 2015 2016 2017 2018 2019 2020
Rgriculture, forestry and fisheries 13,110 11,71 11, 567 12,777 14,978 15, 816 15, 330
Mining 179 1,29 1,297 1,153 1,214 1,134 1,070
Construction 122,094] 135,294 137,290] 138,596] 137,37 134,042] 144,124
Textile 312 1,134 0,692 0,723 0, 483 0,638 0,930
Chemical 133 2,184 1,526 0,902 0,97 1,089 1,869
Steel and metals 5,292 5, 780 6, 062 4,534 3, 446 5, 768 9,859
Machinery 5,576 5, 353 5, 876 3,900 2,345 6, 101 0,017
Food manufacturing 9,057 1,537 6, 89 1,218 8,216 8,345 9,37
Publishing and printing 4,623 4,394 3, 90! 3,505 3,475 3, 06 3,41
Other manufacturing 5, 888 6, 700 6, 034 5,158 4,989 5,90 7,17
Wholesale trade 89, 402 0, 254 87,667 83, 667 83,57 86, 346 88, 19
Retail trade 146,034] 141,750[ 138, 185] 134,993 135,50 131,931] 123,85
Restaurants and hotels 54,962 53, 487 53, 831 54, 659 56, 885 57,424 73,39
Finance and insurance 19, 244 18, 84 20, 215 20, 318 0, 956 0, 667 9,128
Real estate 106,491] 108, 55 108,996 109,926 112,481] 114 714[ 113,686
ReBTSECL oy comimications and 27,557 25,685 26, 108 28,531 30, 420 32,489 8, 747

Service 291,281] 298, 441] 302, 186] 303,830] 316,788] 327 585] 334,356
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Table 24. The Number of Corporations by Industry (continued)

Loss-making corporations (loss = 0) Unit: corporations
2014 2015 2016 2017 2018 2019 2020
Rgriculture, forestry and fisheries 8,080 8,526 8,294 1,771 7,310 7,687 8,471
Mining 1,029 899 75 902 01 821 197
Construction 128,544] 110,537 105,486] 104,014] 103, 159 101, 249 95, 503
Textile 9,097 8, 405 8,187 1,675 7,294 6, 785 6, 405
Chemical 9,47 8 693 8, 655 8,52 7,951 1,117 7,194
Steel and metals 7,43 5, 607 4,284 4,09 3,433 1,323 9,579
Machinery 4, 959 2, 96 0, 898 0, 773 9, 890 7,178 15, 409
Food manufacturing , 908 2,31 2,323 1,654 0,987 0,878 10,276
Publishing and printing , 358 0,672 0,322 9,957 9,492 9,105 8, 606
Other manufacturing L 242 0, 206 L7114 19,199 18, 462 17,431 16, 605
Wholesale trade 3, 856 59, 780 59, 26 59, 486 56, 748 53,899 53,480
Retail trade 92,914 90, 563 88, 894 87, 861 84,913 84,100 85, 63
Restaurants and hotels 36, 649 36, 087 35, 0! 34,493 33, 351 33,871 28,08
Finance and insurance 11, 101 10, 742 9,8 10, 188 10, 091 10, 528 11,193
Real estate 74,894 72,897 74,13 75,52 76,049 16, 377 79, 756
FLBTSEu T oy comimications end 23, 384 23,187 21,78 20,84 20,372 20, 103 18,005
Service 180, 717] 178,247 180,040[ 184,256] 182,563] 185, 011] 189, 008
Profit-making corporations Unit: corporations
2014 2015 2016 2017 2018 2019 2020
IA:g@ture‘ forestry and fisheries 11, 556 13, 66 15, 550 16, 408 15, 940 15, 895 16, 356
Mining . 293 21 L 212 . 309 1,309 1,27 1,265
Construction 154,669 164,083 172,889| 181,416/ 188,346 198,35 199, 689
Textile 6, 390 6,617 L 144 6, 697 6, 716 6,45 5 712
Chemical 1,430 1,314 , 637 11,919 11,991 1,815 1,200
Steel and metals 7,172 7,80 , 285 19,396 20,517 110 6, 697
Machinery 6, 254 7,49 , 236 29,375 30, 940 .15 5, 831
Food manufactur ing 0,971 1,78 2,332 12, 445 11,884 , 66 0,909
Publishing and printing 7,345 1,52 1, 605 7,51 7,355 ,453 ,872
Other manufacturing 078 19, 70 20, 350 1,22 21,52 21,095 19,920
[WhoTesale trade , 036 83,28 84,878 7, 506 88,47 87,616 84,105
Retail trade . 952 86,59 88,515 . 967 87,57 88, 953 91,015
Restaurants and hotels 6,309 9, 00 30, 987 31, 686 31,700 32,325 3,007
Finance and insurance 8,121 9,25 18, 857 18, 620 18, 546 18, 987 0,315
Real estate 115, 183] 122, 48 129,698] 137,205 144 027] 150, 50 158, 616
Rl o2t ore ond 30, 745 34, 448 36, 488 37,022 37,193 317,28 34, 389
Service 244,842] 257,839] 270,321 282,928] 291,554] 303,809] 313,390
Shares
Total Unit: %
2014 2015 2016 2017 20 2019 2020
Moriculture, Torestry and fisheries 1. 26 1.30 1.34 1.38 1.4 1.44 1.45
Mining 0.14 0.13 0.13 0.13 0. 0.12 0. 11
Construction 15. 66 15. 69 15.74 15. 86 15.8 15.83 15.87
Textile .04 .00 0.97 0.94 0.91 0.87 0.83
Chemical . 26 .23 .20 17 .14 12 .09
Steel and metals .93 .88 4 .80 .15 il .67
Machinery 97 .90 . 84 i 1 .64 .57
Food manufacturing .62 59 b7 .55 .5 .49 47
Publishing and printing .29 25 .21 .16 . .08 .04
Other_manufactur ing . 60 b5 .50 .45 .40 .35 2.30
Wholesale trade .09 8.93 8.78 .63 8.47 8.32 8.16
Retail trade 12.43 12.21 11.95 11. 66 11.40 11.13 10. 86
Restaurants and hotels 4.55 4.54 4.54 4.52 4.5 4.51 4.50
Finance and insurance .81 .81 1.85 .84 . 84 1.83 .83
Real estate 11.46 11.63 11.84 12.07 12.3 12.47 12.72
BT ER o1 o o2t one ond 3.16 .19 3.22 3.23 . 26 3.28 3.29
Service 27.69 28.11 28.49 28.84 29.26 29.80 30.23
Loss-making corporations (loss < 0) Unit: %
2014 2015 20 2017 2018 2019 2020
Agriculture, Torestry and fisheries 40. 04 34.56 32. 34.57 39.18 40.14 38.17
Mining 33. 6 37.32 31. 34.27 6. 52 35.10 34.
Construction 30. 33.01 33.03 32.69 2.03 30.9 32.
Textile 42. 42.57 41.73 42.73 42.80 44.5 47.30
Chemical 35.95 37.85 36. 22 34.78 35.49 36.2 9.22
Steel and metals 30. 65 32.08 33.03 30. 26 28.37 33. 69 43.05
Machinery 33.3 33.44 4. 50 32.28 30. 54 .03 42.1
Food manufactur ing 45. 44 42.12 40. 66 41.76 44. 34 44.87 47.7
Publishing and printing 43. 8 44.17 43. 69 43.51 44. 44 4411 46. 4.
Other_manufacturing 38.52 40.09 39. 39 38. 36 38. 46 40. 20 42. 6
[Wholesale trade 8. 00 38.68 37.82 6.27 36.53 7.89 39.0
Retail trade 45.37 44.45 43.79 43.29 44.00 43.26 41.2
Restaurants and hotels 46. 61 451 44.89 45.23 46. 65 46. 45 58.9
Finance and insurance 39.70 8.5 41.35 41. 36 42.26 41.18 37.78
Real estate 35.91 5.7 34.84 34.07 3.82 33.58 32. 29
BT SooL T " cations and 33. 74 0. 8! 31.43 33.02 4.57 36. 15 42.5
Service 40. 63 40. 63 40.16 39. 41 0.05 40.13 39.9

Source: Authors’ calculation
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Table 24. The Number of Corporations by Industry (continued)

Loss-making corporations (loss = 0) Unit: %
2014 2015 2016 017 2018 201 2020
Rericulture, forestry and fisheries 24.67 25.15 3.42 21.03 19.12 9.5 1.11
Mining 29.39 25.89 5. 41 26. 81 24.10 5.4 5.45
Construction 31.72 26.97 5.38 24.53 4. 05 3.35 1.74
Textile 33.95 32.13 1.95 30.58 .18 8.42 1.72
Chemical 29.03 217. 00 1.20 27.19 5.72 5. 20 3.71
Steel and metals 34.94 31.73 9.37 29.35 28. 34 4.19 0.7
Machinery 32.50 30.29 1.86 8. 05 27.1 3.1 1.6
Food manufactur ing 8. 40 29.58 9. 66 8. 17 26. 74 6.6 5.3
Publishing and printing 4. 08 32.75 2.42 2. 08 31.30 0. 73 9.79
Other_manufacturing 33.09 30.34 9. 83 9.28 8. 41 7.06 6. 07
Wholesale trade 27.14 25. 62 5. 56 5.79 4. 80 3.65 3.69
Retail trade 28.86 28.40 8. 17 8.18 21.57 7.58 8. 50
Restaurants and hotels 31.08 30.43 9.27 8. 54 27.35 7.40 . 56
Finance and insurance 2.90 1.99 0.08 0.74 0.35 0.98 10
Real estate 5.25 3.98 3.70 3.41 2.87 2. 36 65
BLBTSECL oy comimications end 28.63 27.83 25.63 4.12 23.15 22.31 9.76
Service 25.21 24.27 23.92 3.90 23.08 22. 66 2.59
Profit-making corporation Unit: %
2014 2015 2016 2017 2018 2019 2020
[Rericulture, Torestry and fisheries 35.29 40.29 43.91 44. 40 41.70 40. 34 40.72
Mining 36.93 36.80 36.93 38.91 39.38 39. 4 40.39
Construction 38.16 40.03 41.59 42.178 43.92 45. 74 45.45
Textile 23.84 25. 30 26.32 26. 69 27.42 7.0 24.98
Chemical 35.02 35.15 36.57 38.03 38.79 8.5 37.01
Steel and metals 34. 41 36.19 317.60 40.38 43. 2.1 36.19
Machinery 34.19 36.27 37. 64 39. 67 42. 40.25 36.25
Food manufacturing 6.16 28.30 29. 6 30.08 28. 28.52 6. 90
Publishing and printing 2. 04 3.08 23.8 24. 41 24. 25.16 3.79
Other_manufacturing 8. 39 9.58 30.7 32.36 33. 32.74 31.27
Wholesale trade 4. 87 35. 69 36. 62 1.94 38. 38.45 37.25
Retail trade 5.71 27.15 8. 05 8.53 8. 43 17 30.29
Restaurants and hotels 2. 31 24. 46 5.84 6.22 .00 6.15 18. 48
Finance and insurance 37.40 39.42 .57 37.90 37.40 7.84 40.12
Real estate 38.84 40. 30 41. 46 42.52 43. 31 44.06 45.05
BTt g omon cations and 37.64 41.34 42.94 42.85 42.21 41.48 37.173
Service 34.16 35.10 35.92 36. 70 36. 86 7.21 37.45

Source: Authors’ calculation

since FY2017. Regarding the trend in the number of corporations, the number of corpora-
tions has consistently increased in the agriculture, forestry and fisheries, construction,
restaurant and hotel, finance and insurance, real estate, transportation and communications,
public utilities, and service industries over this period, while the number of corporations has
consistently decreased in the mining, textile, chemical, steel and metals, machinery, food
manufacturing, publishing and printing, other manufacturing, wholesale, and retail indus-
tries. Note that this analysis does not include consolidated corporations, and therefore in-
cludes fluctuations in the number of corporations due to their exclusion from the analyzed
data after the year in which they became consolidated corporations.

When dividing corporations into profit-making and loss-making, Table 24 shows that the
number of loss-making corporations, which have negative income after deducting loss car-
ryforward, continued to increase during this period only in the service industry, while other
industries fluctuated across fiscal years. The number of profit-making corporations contin-
ued to increase only in the construction, real estate and service industries, while other indus-
tries fluctuated across fiscal years.

Tables 6 to 8 of Table 24 show the share of these corporations for each industry. The
share of loss-making corporations, whose income after loss carryforward deduction is nega-
tive, remained at roughly the same level in most industries even before FY2019. This share
has risen in FY2020 due to the COVID-19 pandemic. In particular, it has risen to just under
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60% in the restaurant and hotel industry. The high share of loss-making corporations in the
restaurant and hotel industry is thought to be due to self-restraint and travel restrictions im-
posed in FY2020 because of the COVID-19 pandemic.

The proportion of loss-making corporations in each industry with zero income after loss
carryforward deduction is shown for all corporations in Table 2, but Table 24 shows that this
differs by industry. Compared with the proportion for all corporations in Table 2, the propor-
tion of loss-making corporations with zero income after loss carryforward deduction was
high in textile industry, chemical industry, food manufacturing, publishing and printing, and
other manufacturing industries in every fiscal year, and low in finance and insurance, real
estate, and services.

Looking at the proportion of profit-making corporations in each industry, compared to
the proportion for all corporations shown in Table 2, the proportion of profit-making corpo-
rations is high in agriculture, forestry and fisheries, mining, construction, real estate, and
transportation, communications and public utilities in every fiscal year, while it is low in
textiles, food manufacturing, publishing and printing, other manufacturing, retail, and
restaurants and hotels.

When viewed by industry, the trend over this period appears to be relatively sTable. This
may be because the distribution of capital size by industry has not changed significantly
over this period. To confirm this, Table 25 compares the number of corporations by capital
size by industry over the years. Table 25 shows the number of corporations by industry with
capital of 10 million yen or less, over 10 million yen but up to 100 million yen, and over
100 million yen.

Looking at the proportion of corporations with capital of over 100 million yen out of all
corporations by industry, during this period the highest was the finance and insurance indus-
try, followed by the chemical industry. The industry with the third highest proportion was

Table 25. The Number of Corporations by Industry and Capital Size

The number of corporations

Capital with 10 million yen or less (or unknown) Unit: corporations

014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 28,814 29,914 31,304 32, 754 33,927 35, 031 35,779
Mining 2,322 2,308 2,294 2,246 2,221 2,159 2,084
Construction 342,154] 346,688] 352,471] 360,694] 365,384] 369,908] 375,238
Textile 22,460 21,986 21,586 21,179 20, 661 20,130 19, 493
Chemical 22,972 22,624 22,349 22,027 21, 690 21,453 21,187
Steel and metals 40,772 40, 191 39, 737 39, 236 38, 704 38, 202 37,623
Machinery 60, 561 59, 809 59, 149 58, 332 57, 551 56, 906 55,911

Food manufacturing| _ 33,506] 33,310 33,343 33,220| 33,049] 32.921] 32,612
Publ shing and printins| 28,076 27,400 26, 772] __26,086] 25, 455] 24, 856] 24, 266
Other_manufacturing| 56,551  56.086] 55, 706] 55, 269]  54.775] _ 54.326] 53,124
Wholesale trade | 185,504 184,184 183,494 183,044] 181,714 181,324 180,088
Retail trade 294,717 292,025 289, 145] 285, 850 282, 407| 279,832 275,930
Restaurants and hotels| 108, 300 109,089 110,564] 111, 619] 112.829] 114,600 115,691
Finance and insurance| 38, 879] 39,380 _ 39,480 39,671] 40,088 _ 40.704] 41,174
Real estate 261.781] 260.019] 277.922] 287,722 297,549 306,389 316. 356
L= | 57,441] _ 50,250] _ 61,023]  62.494] _ 64.165] _ 66, 155] 67,635
Service 628, 649] 646,020] 663, 720] 681,302 699, 874] 724, 151] 744,368
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Table 25. The Number of Corporations by Industry and Capital Size (continued)

Capital with over 10 million yen but up to 100 million yen

Unit: corporations

[ 2014 2015 2016 2017 2018 2019 2020
Mericulture, forestry and fisheries 3,616 3,680 3,785 3,886 3,996 4,072 4,092
Mining 1, 065 1, 061 1,054 1,032 1,021 1, 006 990
Construction 62, 252 62, 363 62,370 62,519 62, 704 62,979 63, 350
Textile 4,176 4,017 3, 887 3,771 3,702 3,621 3,500
Chemical 8, 366 8,307 8,246 8,151 8, 080 8,044 7,991
Steel and metals 8,471 8,375 8, 301 8,223 8,160 8,089 8,019
Machinery 14, 440 14,324 14, 255 14,170 14,103 14,049 13,929
Food manufacturing 1,776 7,693 7,614 7,591 7,495 7,460 7,409
Publishing and printing 4,972 4,922 4,825 4,730 4,667 4,580 4,442
Other manufacturing 10, 002 9,906 9, 808 9,748 9, 651 9,569 9,454
Wholesale trade 46, 965 46, 426 45,712 45,107 44, 683 44,233 43, 461
Retail trade 25, 905 25, 631 25,270 24,843 24,541 24,157 23,630
Restaurants and hotels 9,168 9,077 8,954 8,852 8,775 8,719 8,532
Finance and insurance 5,837 5,770 5, 769 5,831 5,897 5,917 5,898
Real estate 33,228 33,416 33,474 33,529 33, 689 33,925 34,463
B oL o omenications and 22,382 22,243 22,173 22,153 22,116 22,058 21,906
Service 82, 564 82,989 83,420 84,425 85, 867 87,085 87,367
Capital with over 100 million yen Unit: corporations

[ 2014 2015 2016 2017 2018 2019 2020
Nericulture, forestry and fisheries 316 309 322 316 305 295 292
Mining 114 104 96 86 76 66 58
Construction 901 863 824 813 795 160 128
Textile 163 153 150 139 130 123 114
Chemical 1, 301 1,260 1,223 1,165 1,143 1,124 1,085
Steel and metals 657 622 593 569 532 510 493
Machinery 1,788 1,685 1, 606 1, 546 1,521 1, 480 1,417
Food manufacturing 654 631 589 557 543 504 475
Publishing and printing 278 257 239 224 200 190 181
Other manufacturing 655 616 584 562 5417 532 518
Wholesale trade 2,825 2,705 2,600 2,508 2,406 2,304 2,234
Retail trade 1,218 1,254 1,179 1,128 1,049 995 938
Restaurants and hotels 452 417 392 367 332 307 257
Finance and insurance 3,755 3,689 3, 642 3,624 3, 608 3, 561 3,564
Real estate 1, 559 1,500 1,431 1,402 1,319 1,283 1,239
BB LA [ omunicat ions and 1,863 1,818 1,781 1,747 1,704 1, 661 1, 600
Service 5,627 5,518 5,407 5,287 5,164 5,169 5,019
Share in each industry
Capital with 10 million yen or less (or unknown) Unit: %

[ 2014 2015 2016 2017 2018 2019 2020
Rgriculture, forestry and fisheries 87.99 88.23 88. 40 88. 63 88.75 88.92 89.08
Mining 66. 32 66. 46 66. 61 66. 77 67.00 66. 82 66.54
Construction 84.42 84.58 84.80 85. 06 85.19 85.30 85. 41
Textile 83. 81 84.06 84.24 84.40 84.35 84.32 84.36
Chemical 70. 38 70. 28 70. 24 70. 28 70. 16 70. 06 70. 01
Steel and metals 81. 71 81. 71 81. 71 81.69 81. 66 81.63 81.55
Machinery 78.87 78.88 78.85 78.78 18. 65 78.56 18. 46
Food manufacturing 79.90 80. 01 80. 26 80. 31 80. 44 80.52 80. 56
Publishing and printing 84.25 84. 11 84.09 84.04 83.95 83.90 84.00
Other manufacturing 84.14 84.20 84.28 84.28 84.30 84.32 84.34
Wholesale trade 78.84 78.94 79.16 79. 36 79.42 79.58 79.76
Retail trade 91.56 91.57 91.62 91. 67 91.69 91.75 91.82
Restaurants and hotels 91.84 91.99 92.21 92.37 92.53 92.70 92.94
Finance and insurance 80. 21 80. 63 80.75 80. 75 80. 83 81. 11 81.31
Real estate 88.27 88. 51 88.84 89.17 89.47 89. 69 89. 86
oL s ommn cations end 70.32 71.12 71.81 12.34 72.93 13. 61 74.21
Service 87.70 87.95 88.20 88. 36 88.49 88.70 88.96

41
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Table 25. The Number of Corporations by Industry and Capital Size (continued)

Capital with over 10 million yen but up to 100 million yen Unit: %

[ 2014 2015 2016 2017 2018 2019 2020
Mericulture, forestry and fisheries 11.04 10.85 10. 69 10.52 10. 45 10.34 10.19
Mining 30. 42 30.55 30. 60 30. 68 30.72 31.14 31. 61
Construction 15. 36 15. 21 15. 00 14.74 14.62 14.52 14.42
Textile 15. 58 15. 36 15.17 15.05 15. 11 15.17 15.15
Chemical 25.63 25. 81 25.92 26. 01 26.14 26.27 26. 41
Steel and metals 16. 98 17.03 17.07 17.12 17.22 17.28 17.38
Machinery 18. 80 18. 89 19.00 19. 14 19.27 19. 40 19. 55
Food manufacturing 18. 54 18.48 18. 33 18.35 18.24 18.25 18. 27
Publishing and printing 14.92 15.10 15.16 15. 24 15. 39 15. 46 15. 38
Other manufacturing 14. 88 14.87 14.84 14.86 14.85 14.85 14.84
Wholesale trade 19. 96 19. 90 19.72 19. 56 19. 53 19. 41 19. 25
Retail trade 8.05 8.04 8.01 1.97 1.97 1.92 7.86
Restaurants and hotels 1.717 1.65 1.47 1.33 1.20 7.05 6.85
Finance and insurance 12.04 11.81 11.80 11.87 11.89 11.79 11.65
Real estate 11.20 10.99 10.70 10.39 10.13 9.93 9.79
B oL o, ominications and 27.40 26.70 26. 09 25.64 25.14 24.54 24.04
Service 11.52 11.30 11.09 10. 95 10. 86 10. 67 10. 44
Capital with over 100 million yen Unit: %

[ 2014 2015 2016 2017 2018 2019 2020
Nericulture, forestry and fisheries 0.97 0.91 0.91 0.86 0.80 0.75 0.73
Mining 3.26 2.99 2.79 2.56 2.29 2.04 1.85
Construction 0.22 0.21 0.20 0.19 0.19 0.18 0.17
Textile 0. 61 0.58 0.59 0.55 0.53 0.52 0.49
Chemical 3.99 3.91 3.84 3.72 3.70 3.67 3.59
Steel and metals 1.32 1.26 1.22 1.18 1.12 1.09 1.07
Machinery 2.33 2.22 2.14 2.09 2.08 2.04 1.99
Food manufacturing 1.56 1.52 1.42 1.35 1.32 1.23 1.17
Publishing and printing 0.83 0.79 0.75 0.72 0. 66 0.64 0.63
Other manufacturing 0.97 0.92 0.88 0.86 0.84 0.83 0.81
Wholesale trade 1.20 1.16 1.12 1.09 1.05 1.01 0.99
Retail trade 0.40 0.39 0.37 0.36 0.34 0.33 0.31
Restaurants and hotels 0.38 0.35 0.33 0.30 0.27 0.25 0.21
Finance and insurance 1.75 71.55 1.45 7.38 1.28 7.10 1.04
Real estate 0.53 0.49 0.46 0.43 0.40 0.38 0.35
L 2.28 2.18 2.10 2.02 1.94 1.85 1.76
Service 0.78 0.75 0.72 0.69 0.65 0.63 0. 60

Source: Authors’ calculation

mining until FY2018, but has been machinery since FY2019. On the other hand, the lowest
proportion was construction, followed by restaurant and hotel, and retail. The ranking of
these industries has not changed much over this period. However, as can be seen in Table 6,
the proportion of corporations with capital of over 100 million yen out of all corporations
has been on an overall downward trend over this period, and Table 25 confirms that there
has been no significant change in line with this trend.

VI-2. Income and Loss Distribution

As in Sections 111 and V, Table 26 compares income before loss carryforward deductions
by industry over the years. The total for all corporations is shown in Table 3.

Looking at income before loss carryforward deduction, which we consider to be the
amount that most closely represents current profits or losses in corporate accounting, based
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Table 26. Income before Loss Carryforward Deduction by Industry

All corporations unit: million yen

2014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 95, 191 176, 384 208, 412 210,54 120, 472 96,076 111, 486
Mining 867, 650 383, 063 348, 965 318,29 470, 494 552, 456 45,131
Construction 3,306, 806] 3,839,894 4,319,535 4,715,527 4,882,996] 4,991,189] 4,866, 220
Textile 185, 650 190, 098 178,938 6, 157 188, 697 188, 080 48,188
Chemical 2,828,061] 3,000, 406( 3,354,944 3,644, 781| 3,524,525 3,374,423 3,329,774
Steel and metals | 1,349 533] 1,031,962] 1,048 023] 1,340, 520{ 1,256,379| 1,059, 314 678, 553
Machinery 4,381,152 3,465, 143| 3,393,395 3,710,030 4,839,845 2, 562,307] 2,214,686
Food manufacturing 913,164] 1,170,121 1,312,590 1,398,429] 1,269,969] 1,161,585] 1,016,160
Publishing and printing 303, 302 367, 654 370, 842 360, 771 349, 611 481, 215 317,917
Other manufacturing| 1,414,745] 1,421,515 1,454,574] 1,770,474] 1,878,565 1,621,347 1,928,657
Wholesale trade 3,801,456] 4,174,732 4,519,004] 5,278, 746] 5,213,189 4 894, 083[ 4,173,024
Retail trade 2,433,845| 2,929, 636 2,660,035 2 806,314| 2,727, 488] 2 662 299 2 873, 339
Restaurants and hotels 353, 478 539, 618 580, 584 583, 611 544, 455 359, 704| -1, 367, 349
Finance and insurance| 7,453,072| 8 362 224] 9,295 429] 8, 275,333] 9,130,686( 5,913,194 , 231,723
Real estate 2,455,994| 2,931,840[ 3,407,535 3,944,624] 4,197,855 4,132 115[ 3,837,119
pealort g, mnieetions end | 4, 326, 354| 5, 823,910] 5, 646,392] 5,881,597 5,884,030] 5,871,699] 2,358, 245
Service 6,762,331 7,177,476[ 7,511,888] 6,014, 344] 8 773,905 8 060,669 7, 543, 510
Loss-making corporations (loss < 0) unit: million yen

2014 2015 2016 2017 2018 2019 2020
[Rericulture, forestry and fisheries]  —107, 080 -83,179 -91,062( -102,120] -131,629] -150,529] -165,377
Mining -103, 791 -67, 760 -70, 093 -71, 681 =75, 407 -57,350] -156, 208
Construction -669,970] -713,137] -715,905] -687,783| -711,068] -832,362] -929, 56
Textile -112,670] -115,325] -121,338 -97,833] -107,362[ -105,178] -188,78
Chemical -480,398] -616, 37 -382,486] -342,217] -271,631| -426,020[ -384, 386
Steel and metals -240,284] -251,90 -263,972| -172,191| -183,770] -228 498[ -381,103
Machinery -731,298] -912,210] -819,576] -1,414,935] -722,852| -1, 341, 216 -1, 510, 687
Food manufacturing| -234,862] -203,576] -191,733] -189,454] 207,695 -232,401] -352,229
Publishing and printing| —143,941] -134,520[ -130,215] -110,942] -133,286] -137 817[ -237,787
Other manufacturing| -300,924] -301,847| -297,668] -292,139] -279,686| -348, 710[ -373, 452
Wholesale trade | -1,224,309| -1,080, 962 -963,684] -749,216] -803,644] -904, 104] -1, 337, 302
Retail trade —-887,436] -857,162] -847 376] -904,300] -872 605 -926, 735| -1, 402, 205
Restaurants and hotels| 418,77 -379,704] -369,766] -392,801[ -409,831] -500, 451] -1, 760, 949
Finance and insurance| -2, 022, 232| -1,043, 767] -980,289] -531,187] -582,270[ -1,091, 189] -790, 831
Real estate —-850,956] —794,359] -766,183] —692 047| -751,797] -835,050| -1, 000, 675
T -592,361] -452,664] -460,033| -405,440] -459,937| -559, 246 -2, 665, 905
Service -2, 324,857] -2, 393, 467 -2, 444, 407] -4, 483, 956] -3, 953, 832| -3, 204, 321] -4, 659, 078
Loss—-making corporations (loss = 0) unit: million yen

2014 2015 2016 2017 2018 2019 2020
[Rericulture, forestry and isheries 49,914 59,247 52,824 41,398 34,925 38,474 42,663
Mining 12,80 9,003 2,444 10, 923 8,769 10, 587 479
Construction 556, 089 471,013 418, 305 407, 970 400, 48 387, 668 361, 890
Textile 40, 215 46, 109 36, 749 42,014 33,29 30, 777 27,398
Chemical 83, 436 64,248 86, 741 107, 457 68, 44 61,049 69, 439
Steel and metals 121,173 109, 137 106, 617 113, 396 102, 94 85,178 65, 346
Machinery 194, 618 167,918 182, 384 243, 544 852, 243 238,234 156, 298
Food manufacturing 73,994 78, 409 85, 790 77,941 68,319 66,710 67,379
Publishing and printing 55, 154 170, 782 56, 73 59, 601 50, 087 47,482 45, 036
Other manufacturing 120, 958 117, 487 110, 96 129, 528 98,118 88, 869 90, 101
Wholesale trade 376, 481 339, 971 338, 15 380, 890 317,780 285, 200 308, 523
Retail trade 308, 556 306, 967 91, 600 313,130 279,770 93,037 322, 883

Restaurants and hotels 58, 151 163, 782 55, 869 59, 288 38, 591 30,474 96, 287
Finance and insurance 99, 141 361,443] 1,600, 820 69, 712 51,979 93,137 200, 633

3

Real estate 416, 515 431,294 412,234 425,033 432,15 364, 447 360, 709
T 155, 236 182, 951 196, 537 167, 970 49, 354 147, 415 123,474
Service 812, 595 719,272 821, 905 926, 352 876, 219 904, 474 879, 331
Profit-making corporations unit: million yen

2014 2015 2016 2017 2018 2019 2020
Aericulture, forestry and fisheries 152, 357 200, 315 246, 649 271,263 217,176 208, 132 34,199
Mining 958, 635 441, 820 406, 613 385, 050 537,132 599, 218 92, 860
Construction 3,420,688] 4,082,018 4,617,135] 4,995, 341] 5,193,582 5,435,883 5,433,89
Textile 258, 106 259, 314 263, 527 281,97 262, 768 262, 480 209, 57
Chemical 225,022] 3,552,529 3 650,689 3, 879, 542] 3, 727, 708 739,395 3,644,720

3, 3

Steel and metals | 1,468,644 1,174, 726] 1,205 378 1,399, 315] 1,337,208| 1,202, .
Machinery 4,917,833 4,209,435 4,030,587] 4,881, 421] 4 710,454 3, 665,289 3, 568 975
Food manufacturing| 1,074 032] 1,295 288] 1, 418 533 1,509, 94 . 409, 344| 1 .

Publishing and printing 392, 088 431, 393 444, 325 412,113 432, 810 571, 550 510, 668

Other manufacturing| 1,594 711| 1,605 874] 1,641, 281] 1,933,085 2 060, 133[ 1,881, 188] 2 212 009
Wholesale trade 4,649,284 4,915,723| 5,144, 536] 5,647, 072 5,699, 053] 5 512,986] 5,201,803
Retail trade 3,012, 725| 3,479,831 3.215,812| 3,397.484] 3,320,323 3,295 997 3,952,660

Restaurants and hotels| __ 614, 098] __ 755, 540] __ 794,48 817.125] __ 815.695] __ 7129.681] __ 297,314

Finance and insurance| 9,276, 163] 9,044,548| 8, 674,898 8, 636,808] 9,560, 976| 6,811, 246 8, 821, 92

Real estate 2,890,435] 3,294, 905] 3,761,484 4 211,639 4,517,501 4, 602 718] 4, 477 085
Pl et mmietee = | 4 763, 478 6,093, 623] 5,909,888 6,119,067 6,194, 614 . 283 531] 4,900, 676
Service 8,274,593| 8,791,671 9,134,390] 9,571,948] 11,851,518 10, 360, 516 11, 323, 257
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Table 26. Income before Loss Carryforward Deduction by Industry (continued)

Capital with 100 million yen or less (or unknown) unit: million yen

014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 78,957 152, 707 180, 791 174,833 98, 648 75,908 82,494
Mining 29, 351 21,992 13, 386 48,454 4,100 22,713 38,677
Construction 2,091, 113] 2,251,038 2,529,762| 2 791,693] 2,917,673 3 227 215[ 3,077,149
Textile 170,337 81,090 81,393 08, 421 94,112 1,336 -2,310
Chemical 491, 687 555, 508 621, 437 70, 458 608, 437 619, 637 549, 370
Steel and metals 546, 882 505, 083 526, 338 39,614 749, 822 634,142 406, 442
Machinery 996, 545 963,973| 1,078,517] 1,390,593 1,920,717] 1,099, 668 828, 553
Food manufacturing 48, 390 323, 490 422, 530 438, 776 381,177 328, 980 212,628
Publishing and printing 57,247 187, 395 13,94 207, 682 184, 451 163, 992 128, 902
Other manufacturing 507, 127 495, 965 586, 90 706, 315 700, 536 637, 957 592, 061
Wholesale trade 2,163,567| 2,189,941 2,385,493| 2 858,035 2,815 794 2 669, 238[ 2,329, 343
Retail trade 1,093, 141] 1,300,612] 1,325 535 1,460, 145] 1,407, 975] 1,436,541 , 614, 352
Restaurants and hotels 163, 417 281, 329 359, 351 347, 998 323, 353 201, 356| -1, 081, 568
Finance and insurance| 1,094,770 1,255 ,882] 2 987 692] 1,292 165] 2,321,828 717,311 , 165, 645
Real estate 1,319,180] 1,573,084] 1,847,665 2,135,998 2, 285,928] 2,292, 293 2,173, 867
T 694, 322 894, 262 954, 026 990, 186 938, 712 899, 031 468, 251
Service 3,453,037] 3,570,789 3,830,927] 3 361,929] 6,570,811 4 580,097 3,554, 235
Capital with over 100 million yen unit: million yen

2014 2015 2016 2017 2018 2019 2020
[Rgricutture, forestry end fisheries| 16, 235 23,677 21,62 35, 709 21, 824 20, 169 28,992
Mining 838, 300 361, 071 335, 57 269, 838 446, 394 529, 743 6, 455
Construction 1,215,693| 1,588,856] 1,789,773 1,923,834] 1,965,322] 1,763,975 1,789,07
Textile 5,313 109, 008 97,545 117, 736 94, 586 96, 744 50, 55
Chemical 2,336,374] 2,444,898] 2,733,507| 2,974,323] 2,916,088] 2,754,787 2,780, 404
Steel and metals 802, 652 526, 879 521, 685 600, 906 506, 557 425,173 272,110
Machinery 3,384,608 2,501, 170( 2, 314,878] 2 319,437] 2,919,128 1,462 639 1,386,133
Food manufacturing 664, 774 846, 631 890, 060 959, 653 888, 792 832, 605 803, 532

Publishing and printing 146, 054 180, 259 196, 901 153, 089 65, 160 317,223 189,015
Other manufacturing 907,618 926, 549 867, 665] 1,064, 159] 1,178, 029 983,390] 1,336, 596
2

Wholesale trade 1,637,889 1,984,791 2,133,5 , 420, 710] 2,397,395 2,224,845 1,843,681
Retail trade 1,340,704 1,629,024] 1,334, 50 , 346, 168] 1,319,513 1,225,758 1,258, 987
Restaurants and hotels 190, 06 252, 290 221, 233 235,613 221,102 58,349 285, 781
Finance and insurance| 6, 358,302| 7,106,342 6,307,737 6,983, 168] 6,808, 858 5,195, 884 7,076,079
Real estate 1,136, 81 1,358 757 1,559,870] 1,808, 62 ,911,927] 1,839,822 1,663,252
e ort g, comniestions nd | 3632, 032] 4,929, 648 4,692, 365 4,891,412 4,945,319] 4,972,668] 1,889,994
Service 3,309,293] 3,606, 687[ 3,680,961] 2 652,416] 2,203,094 3 480,572 3,989,275
Per corporation
Total unit: 10 thousand yen
2014 2015 2016 2017 2018 2019 2020
[Rericuture, forestry and fisheries 291 520 589 570 315 244 21
Mining 24,783 11,030 10, 133 9,462 14, 154 17,099 1,44
Construction 816 937 1,039 1,112 1,13 1,151 1,108
Textile 693 127 698 901 77 788 209
Chemical 8, 665 9,321 10, 544 11, 629 11,40 11,020 11,003
Steel and metals 2,704 2,098 2,155 2,791 , 65 2,263 L4
Machinery 5, 705 4,570 4,524 5,010 6, 614 3,537 ,108
Food manufacturing 2,178 2,810 3,159 3,380 3,091 , 841 , 506
Publishing and printing 910 1,128 , 165 ,162 , 153 ,624 , 100
Other manufacturing 2,105 2,134 , 201 , 100 , 891 , 517 3,028
Wholesale trade 1,616 1,789 , 949 2,289 , 218 2,148 1,848
Retail trade 756 919 843 900 886 873 956
Restaurants and hotels 300 455 484 483 447 291 -1,098
Finance and insurance 15, 376 17,122 19, 013 16, 845 18,411 11,783 16, 257
Real estate 828 965 1,08 , 223 1,262 , 210 1,090
T 5,296 6,990 6, 645 , 808 6, 688 6,533 2,587
Service 943 977 998 180 1,109 987 902
Loss-making corporations (loss < 0) unit: 10 thousand yen
2014 2015 2016 2017 2018 2019 2020
Rericulture, forestry and fisheries -817 -710 -1817 -799 -87 -952 -1,079
Mining -8, 803 -5, 228 -5, 404 -6, 737 -6,2 -5, 057 -14, 599
Construction -549 527 =521 -496 -518 -621 -645
Textile -996 -1,036 -1,135 -912 -1,024 -989 -1,727
Chemical -4, 094 -5, 059 -3,318 -3, 139 -2, 476 -3, 842 -3,239
Steel and metals -1,571 -1,596 -1, 643 -1,185 -1, 367 -1, 449 -1,919
Machinery -2, 859 -3,598 -3, 167 -5,920 -3,235 -5, 139 -5, 032
Food manufacturing -1,232 -1, 161 -1,135 -1, 097 -1, 140 -1, 267 -1, 81
Publishing and printing -984 -935 -936 -8 -98 - ,055 - ,77:
Other manufacturing -1,162 -1, 131 -1,143 -1, 16 -1, 11 -1, 346 -1, 374
Wholesale trade -1, 369 -1,198 -1, 099 -895 -96 -1, 047 -1,516
Retail trade -608 -605 -613 -670 —644 -1702 -1,13
Restaurants and hotels -762 -710 —687 -719 -720 -872 -2, 39
Finance and insurance -10, 508 -5, 538 -4, 849 -2,614 -2, 719 -5, 280 -4, 134
Real estate -799 -132 -703 -630 -668 -128 -880
BT oLkl ffegocmnications and -2, 150 -1, 762 -1,722 -1,421 -1,512 -1, 721 -6, 880
Service -798 -802 -809 -1, 476 -1,248 -978 -1,393
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Table 26. Income before Loss Carryforward Deduction by Industry (continued)

Loss-making corporations (loss = 0) unit: 10 thousand yen
014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and isheries 618 695 637 533 478 501 503
Mining 1,244 1,00 1,422 1,211 1,095 1,290 1,064
Construction 433 42 397 392 388 383 379
Textile 442 549 44 547 456 454 428
Chemical 881 739 1, 00: 1, 261 861 791 965
Steel and metals 695 699 746 804 166 152 682
Machinery 780 131 873 1,172 4,285 1,387 1,014
Food manufacturing 621 37 696 669 62 613 656
Publishing and printing 486 63 550 599 52 521 523
Other manufactur ing 544 581 563 75 53 510 543
Wholesale trade 590 569 571 40 560 529 577
Retail trade 332 339 328 356 329 348 377
Restaurants and hotels 432 454 444 462 416 385 343
Finance and insurance 1,794 3,365 16, 303 1, 666 1, 506 1,835 1,792
Real estate 556 592 556 563 568 477 452
bR £ o oations end 664 789 902 806 133 733 686
Service 450 437 457 503 480 489 465
Profit-making corporations unit: 10 thousand yen
2014 2015 2016 2017 2018 2019
Aericulture, forestry and fisheries 1,318 1,46 , 586 1,653 , 362 , 309 1,432
Mining 74,140 34,57 31, 966 29,416 41,034 46, 961 15, 246
Construction 2,212 2,488 671 2,754 , 157 , 140 2,72
Textile 4,039 3,919 3,908 4,210 3,913 4,069 3,63
Chemical 28,215 31,399 31,371 32,549 31,088 31,650 32,542
Steel and metals 8,553 6, 599 6,592 7,214 6,518 6,102 5, 955
Machinery 18,732 15, 309 14,275 16,618 15,224 12,57 13,817
Food manufacturing 9,790 10, 995 11, 503 12,133 11,859 11,38 11, 926
Publishing and printing 5, 338 5,735 5, 843 5,438 5, 885 , 669 7,431
Other manufacturing 8, 359 8,151 8, 065 9,109 9,572 8,918 11,104
Wholesale trade 5, 667 5,903 6, 061 6,453 6,44 6,292 6, 185
Retail trade 3,632 4,018 3,633 3,819 3,79 3,705 4,343
Restaurants and hotels 2,334 2, 605 2,564 , 579 2,513 2,251 1,292
Finance and insurance 51,173 46,982 46, 004 46, 385 51,553 35,873 43,426
Real estate 2,509 2,690 2,900 3,070 3,137 3,058 2,823
BT oLk e cmmications and 15,494 17, 689 16, 197 16, 528 16, 655 16, 854 14, 251
Service 3,380 3,410 3,379 3,383 4,065 3,410 3,613
Capital with 100 million yen or less (or unknown) unit: 10 thousand yen
2014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 243 455 515 477 260 194 207
Mining 867 653 400 1,478 742 718 1,258
Construction 517 550 610 660 682 746 702
Textile 264 312 320 434 386 385 -10
Chemical , 569 , 196 , 031 2,222 ,044 2,101 1,883
Steel and metals ik , 040 , 096 , 558 , 600 , 370 891
Machinery , 329 , 300 , 46 ,918 , 681 , 550 1,186
Food manufacturing 602 789 .03 075 940 815 530
Publishing and printing 476 580 550 674 612 557 449
Other manufacturing 76. 752 896 1,086 1,087 998 937
Wholesale trade 93 950 1,04 1,253 1,244 1,183 1,042
Retail trade 34 409 42 470 45 473 539
Restaurants and hotels 139 243 30 289 266 163 -871
Finance and insurance 2,448 2,182 6,603 2, 840 5,049 1,539 2,455
Real estate 447 520 593 65 690 674 620
LB B g ot oations end 870 1,097 1,147 1,170 1,088 1,019 523
Service 486 490 513 439 836 565 427
Capital with over 100 million yen unit: 10 thousand yen
2014 2015 2016 2017 2018 2019 2020
Aericulture, forestry and fisheries 5,138 7,662 8,578 1,300 7,155 6,837 9,929
Mining 735, 350 347,184 349, 562 313, 765 587, 360 802, 641 11,129
Construction 134, 927 184, 108 217, 205 236, 634 247,210 232,102 245, 751
Textile 70,744 1,247 5, 030 84,702 12,758 18, 653 44, 350
Chemical 79, 583 194, 039 223, 508 55, 307 255, 126 245,088 256, 258
Steel and metals 22,169 84,707 87,974 05, 607 95,218 83,367 55, 195
Machinery 89, 296 148, 437 144,139 50, 028 191, 922 98, 827 97,822
Food manufacturing 01, 647 134,173 151, 114 12,290 163, 682 65, 199 69, 165
Publishing and printing 52,538 70, 140 82, 385 68, 343 82, 580 66, 959 04,428
Other manufactur ing 138, 568 150, 251 148,573 189, 352 215, 362 4, 848 258, 030
Wholesale trade 57,978 13,375 82, 058 6, 520 99, 642 6, 564 82,528
Retail trade 104, 906 129, 90 113,189 119, 341 125, 788 123,192 34,220
Restaurants and hotels 42,049 60, 50 56, 437 64, 200 66, 597 51,579 111,199
Finance and insurance 169, 329 192, 63 73,194 92, 692 88,716 45,911 98, 543
Real estate 72,919 90, 584 08, 550 29,003 44,953 43, 400 34, 241
BT RoLEe e omnications and 194, 956 271, 158 63, 468 79,989 90,218 9,378 18,125
Service 58,811 65, 362 68,078 50, 169 42, 663 67, 336 79, 483

Source: Authors’ calculation
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solely on the information in Appended Table 1(1) of the corporate tax return, the finance and
insurance industry had the highest total amount during this period, with the service industry
being the most prevalent in FY2019 (see Table 26, first Table). In all years except FY2019,
the service industry was the second most prevalent industry after finance and insurance. The
third most prevalent industry was machinery manufacturing in FY2014, transportation, com-
munications and public utilities from FY2015 to 2019, and construction in FY2020. Due to
the COVID-19 pandemic, the restaurant and hotel industry had a negative income before loss
carryforward deduction in FY2020, as a sum of profit-making and loss-making corporations.

As in Section V, the second through fourth Tables in Table 26 also show the total amount
of income before loss carryforward deduction for corporations with positive (and therefore
profit-making) income after loss carryforward deduction, zero, and negative (losses greater
than zero after loss carryforward deduction). The values in the first Table of Table 26 are
calculated by offsetting the income before loss carryforward deduction from corporations
with profit-making and loss-making corporations with zero income after loss carryforward
deduction, with the losses before loss carryforward deduction from loss-making corpora-
tions with losses greater than zero. This is the same as Table 3.

As explained in Section V, the loss amount before loss carryforward deduction of a
loss-making corporation whose loss amount after loss carryforward deduction is greater than
zero is the loss amount after loss carryforward deduction in the second Table of Table 26. In
the third Table of Table 26, the income after loss carryforward deduction of a loss-making
corporation whose income after loss carryforward deduction is zero is the current loss carry-
forward deduction.

Looking at the total amount of income before loss carryforward deductions by industry
for profit-making corporations in the fourth Table of Table 26, the largest industry was fi-
nance and insurance up until FY2015, but has changed to services since FY2016. The next
largest industry was services up until FY2015, but has changed to finance and insurance
since FY2016. The third largest industry was machinery manufacturing in FY2014, trans-
portation, communications and public utilities from FY2015 to FY2019, and construction in
FY2020. This differs from the first Table of Table 26, due to the loss amount before loss car-
ryforward deductions for loss-making corporations whose loss amount after loss carryfor-
ward deductions exceeds zero in the second Table of Table 26. The larger this loss amount,
the smaller the amount in the first Table of Table 26 will be. When looking at the restaurant
and hotel industry in FY2020 by capital size, the total income before loss carryforward de-
ductions for corporations with capital of 100 million yen or less was significantly more neg-
ative than the total for corporations with capital of more than 100 million yen, which is
thought to have influenced the situation described above.

The fifth and sixth Tables in Table 26 show income before loss carryforward deduction
(offsetting losses before loss carryforward deduction) by capital size. For each industry, the
former shows the total amount for corporations with capital of 100 million yen or less, and
the latter shows the total amount for corporations with capital of over 100 million yen.
Looking at these, in every fiscal year, the total amount generated by corporations with capi-
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tal of 100 million yen or less accounted for the majority in agriculture, forestry and fisheries,
construction, wholesale trade, and real estate, while the total amount generated by corpora-
tions with capital of over 100 million yen accounted for the majority in textile, chemical,
machinery, food manufacturing, other manufacturing, finance and insurance, and transporta-
tion, communications, and public utilities.

These figures are shown on a per-corporation basis in the seventh and subsequent Tables
in Table 26. In the mining, chemical, and finance and insurance industries, there were years
in which income before loss carryforward deduction per corporation exceeded 100 million
yen, a higher figure than in other industries. In the restaurant and hotel industry in FY2020,
the total income before loss carryforward deduction, summing profit-making and loss-mak-
ing corporations, was negative. While this figure is not significant per corporation compared
to other industries, the loss before loss carryforward deduction per corporation in the restau-
rant and hotel industry in FY2020 for loss-making corporations with losses exceeding zero
after loss carryforward deduction was nearly three times higher than in other years, which is
thought to have influenced the situation described above.

Table 27 shows income after loss carryforward deduction by industry. As in Section V,
this section does not report the results of loss-making corporations. The first Table in Table
27 shows that the industry with the highest total income during this period was the finance
and insurance industry except FY2019, with the service industry having the highest total in-

Table 27. Income by Industry

All corporations unit: million yen

2014 2015 2016 2017 2018 201 2020
Rericutture, forestry and fisheries 29,576 97, 662 134,911 151, 411 73, 690 45, 63 54,103
Mining 47,028 368, 558 324, 064 300,014 407, 561 518, 08 23,897
CGonstruction 2,464,494 3,112, 148] 3,660,839] 4,086, 717| 4,302 486 4, 418,48 4,326, 389
Textile 1,825 119, 954 21,972 160, 39 144, 16 45,20 9, 663
Chemical 2,497,569 2,765,612 3,100,386] 3,390, 10: 3,337, 63 3,220, 27 3,114, 454
Steel and metals 9,425 1917, 431 857,387] 1,123,930[ 1,081,863 06, 52 568, 763
Machinery 3,780,896 3,073,481 3,004,518 3,244,137 3,803,878 2 217,965 1,878, 666
Food manufacturing 788, 941 994,085] 1,169,948[ 1,259, 39 1,170,989 1,062, 146 909, 420
Publishing and printing] 5, 653 253, 183 78, 567 268, 49 274, 455 391, 152 244, 465
Other manufacturing] 1,237,400 1,250,880 1,283,196] 1,543, 604 , 7136, 109] 1,484,117[ 1,781,986
Wholesale trade 3,163,312 3,546,122 3,837,219] 4,599,859 4,704, 613[ 4, 467,3 3,102, 477
Retail trade 1,989,707| 2,393, 171] 2 250,536 2,358,499 2,336,768 2, 252 53 2,412,709
Restaurants and hotels 22,503 295, 907 365, 495 359, 921 47, 085 174,809] -1, 485, 95!
Finance and insurance| 6,364,221 7,623,572 7,288,971 7,759,435] 8 743,708 5,597, 343] 7,757 27
Real estate 1,851,678 2,276,604] 2 782,206 3, 334,45 3,562,834 3,597,465 3,323, 805
BB, ommieetions | 3 770, 408 5,079,019 5,128,820] 5,532, 23 5,554,928 5,611,719 2,149, 967
Service 5,481,443] 6,004, 824] 6,187,189] 4, 704,56 6,525, 925] 6,784,984 5, 768,815
Profit-making corporations unit: million yen

2014 2015 2016 2017 2018 2019 2020
Rericulture, forestry and fisheries 36, 656 180, 841 225,973 253, 531 205, 319 196, 16 19, 480
Mining 50, 818 436, 319 394, 157 377, 695 482, 969 575, 43 80, 105
Construction 3,134,464 3,825,285 4,376,743] 4,774,500{ 5,013,554 5,250,844] 5,255, 950
Textile 24, 495 235, 280 243, 309 258, 224 251,523 50, 387 98, 444
Chemical 2,977,967 3,381,983 3,482 872] 3, 732 325 ,609,262] 3,646,300[ 3,498, 840
Steel and metals ,159,709] 1,049,337[ 1,121,358 1,296,120 ,265,633] 1,135,018 949, 866
Machinery 4,512,194 3,985,691| 3,824,094] 4,659,072] 4,526,730 3,559,180] 3,389, 254
Food manufacturing ,023,803] 1,197,660[ 1,361,681] 1,448 ,850] 1,378,684 1,294 547 1,261,648
Publishing and printing| 339, 593 387,703 408, 782 379, 435 407, 742 528, 969 482, 252
Other manufacturing] 1,538,324 1,552,727 1,580,864] 1,835 743] 2,015,795 1,832 827| 2 155,439
Wholesale trade 4,387,620] 4,627, 083] 4,800, 90 5,349,075] 5,508, 256 5,371,496/ 5,039, 779
Retail trade 2,877,143 3,250,334 3,097, 91 3,262,798 3,209,373 3,179,267] 3,814,913
Restaurants and hotels 541, 275 75,611 135, 26 752, 723 756, 916 75, 260 274,997
Finance and insurance| 8,386,453 8, 667,340] 8 269,260] 8,290,622 9,325,978 6,688 531| 8, 548, 103
Real estate 2,702,634] 3,070,963 3,548 389| 4, 026,503] 4 314, 631] 4,432 515] 4 324, 48
JeEeLt e, mmeetions | 4, 362, 769 5,531,683 5,588 853] 5,937, 671] 6,014,865 6,170,965 4,815, 87
Service 7,806,300] 8,398,291 8,631,596] 9,188,516{ 10,479, 757[ 9,989,305 10,427, 893
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Table 27. Income by Industry (continued)

Capital with 100 million yen or less (or unknown) unit: million yen
014 2015 2016 2017 2018 2019 2020
Rgriculture, forestry and fisheries 15, 728 76, 001 109, 29 117,057 52,675 26, 540 26, 280
Mining 13,635 9,991 -2,63 34,597 12,216 , 303 27,754
Construction 1,368,294 1,621,380 1,959, 20 2,239,172| 2,375,221] 2,681,368 2,559,022
Textile 18,416 25,983 34,211 53,795 53,508 53,167 -38, 276
Chemical 382, 226 458, 554 505, 607 531, 690 513, 873 532, 643 455, 010
Steel and metals 388, 268 360, 273 383, 602 583, 433 13,668 517,122 320, 005
Machinery 722, 685 736, 366 834,935] 1,071,480] 1,172, 253 04, 963 614, 300
Food manufacturing 159, 291 217, 438 307, 055 331,617 89, 804 40, 618 123, 385
Publishing and printing| 85, 758 95, 889 04, 402 135, 666 19, 739 04, 616 69, 998
Other manufacturing| 355, 849 349, 239 437,974 5217, 265 571,552 516, 827 469, 467
Wholesale trade 1,672,396 1,723,306] 1,936, 48 2,351, 01 2,365,830 2,283, 842 , 912,897
Retail trade 694,170 896,519 43,5 1,057, 03 1,046,073 1,066, 424 , 184,568
Restaurants and hotels -31, 058 74,284 57, 139, 09 39,216 5,038 1,198,520
Finance and insurance 949, 193 944,518 1,378, 16 1,147,868 2 161,243 567, 453 956, 089
Real estate 781,288] 1,005 314] 1,310,409 1,570,836] 1,697 706] 1,797 149] 1, 681,167
BT oE oot mnications and 480, 253 643, 356 127, 243 711,063 736, 889 694, 850 291, 236
Service 2,356, 711] 2,535,045 2,737,148] 2,153,689] 4,456,989] 3,383,527[ 2,390,558
Capital with over 100 million yen unit: million yen
2014 2015 2016 2017 2018 201 020
Rericutture, forestry and fisheries 13, 848 21, 661 25, 620 34,355 21,015 19,09 217,823
Mining 833, 393 358, 568 326, 695 265, 417 395, 346 509, 77 -3, 857
CGonstruction 1,096,200[ 1,490,769 1,701,634] 1,847 545 1,927,265 1,737, 114] 1,767, 366
Textile 3, 409 93,971 87, 161 06, 596 90, 653 92, 042 47,939
Chemical 2,115,343] 2,307,057| 2,594,779] 2 858 418] 2,823,758 2,687,636 2,659, 444
Steel and metals 531,157 437,163 473,784 540, 496 468, 196 389, 39 48, 75
Machinery 3,058, 21 2,337,115] 2,169,583] 2,172,658 2, 631,625 1,313, 00! 1,264, 36
Food manufacturing 629, 64 7176, 646 862, 893 927,719 881,185 821,52 86, 034
Publishing and printing| 09, 895 157, 294 74,165 132, 826 54,716 286, 536 14, 467
Other _manufacturing| . 551 901, 64 45, 222 , 016, 339 , 164, 557 967, 290 , 312,519
Wholesale trade 1,490,916 1,822, 81 1,900, 737 , 248, 841 ,338,783] 2,183, 550 , 189, 580
Retail trade 1,295 537[ 1,496,65 1,307,015 , 301, 468 ,290,695] 1,186, 10 , 228,14
Restaurants and hotels 53, 560 21, 623 08, 384 220, 826 207, 869 49,71 -287, 43
Finance and insurance| 5, 415, 028 ., 679,055 5,910, 807 ,611,567] 6,582,465 5,029,890 6,801, 183
Real estate 1,070, 390 71,290] 1,471,797 . 163, 620 865,128| 1,800,316 , 642, 638
bR, commieetions and | 3 290, 155] 4,435,663 4, 401,577] 4,761,169 4,818, 03 4,916, 869 , 858, 731
Service 3,124,732] 3,469,779 3,450,042 2,550,871] 2,068,935 3,401,457[ 3,378 257
Per corporation
Total unit: 10 thousand yen
2014 2015 2016 2017 2018 2019
\Aericulture, forestry and fisheries 0 288 381 410 193 116 135
Mining 24,194 10,612 9,410 8 918 12, 261 16, 035 163
Construction 608 759 881 964 1,003 1,019 985
Textile 417 45 476 9 589 608 4
Chemical 7,652 8,59 , 144 10, 816 10, 797 10,517 10, 29
Steel and metals 1,843 1,62 , 163 2, 340 2,283 1,937 .23
achinery 4,924 4, 054 4,005 4,381 5,198 3,062 , 63
Food manufacturing 1, 881 2,388 2,816 3,044 2, 850 ,598 , 24
Publishing and printing] 587 171 875 865 05 , 320 846
Other manufacturing 1, 841 1,878 1,941 2, 354 2,672 , 304 2,798
Wholesale trade 1, 344 1,520 1, 655 1,994 2,056 . 96 1,640
Retail trade 61 750 713 756 759 73 803
Restaurants and hotels 04 50 05 29 285 4 -1, 194
Finance and insurance 13,130 15,610 14,90 15, 795 17,63 11, 154 15,320
Real estate 624 49 88 1,033 1,07 1,053 944
[ T 4,616 6, 096 6, 036 6, 403 6,31 6,244 2,359
Service 765 818 822 610 825 831 689
Profit-making corporations unit: 10 thousand yen
2014 2015 2016 2017 2018 2019
Rericulture, forestry and fisheries . 183 1,324 1,453 . 545 1,288 1,234 1,342
Mining 73,536 34,14 30, 987 28, 854 36, 896 45,097 14,238
Construction , 027 2,33 , 532 , 632 2,662 2, 647 2,632
Textile 3,513 3, b5 , 608 3,856 3,745 3,881 3,438
Chemical 26, 054 29,892 29,929 31,314 30, 100 30, 862 31,240
Steel and metals 6, 753 5,895 6, 133 6, 682 6, 169 5, 759 5, 689
Machinery 17, 187 14,49 13,543 15, 86 14,63 12, 207 13,121
Food manufacturing , 332 10, 16 11,042 11, 64 11,60 11,101 11, 565
Publishing and printing| 4,623 5, 154 5,375 5,00 5, 544 7,097 1,018
Other manufacturing| , 063 7,881 7,768 50 9, 366 6 10, 820
Wholesale trade 5,348 5, 556 5, 656 13 6, 225 13 5,992
Retail trade 3,468 3,753 3,500 3,667 3, 665 3,574 4,192
Restaurants and hotels 2,057 2,329 2,313 2,376 2,388 2,089 95
Finance and insurance 46, 265 45,023 43, 852 44,525 50, 286 35,227 42,078
Real estate 2, 346 2,507 2,736 2,935 2,996 2,945 126
DB Er, comunications and 14,190 16, 058 15,3 16,038 16,172 16, 552 14,004
Service 3,188 3,257 3,193 3,248 3,594 3,288 3,321
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Table 27. Income by Industry (continued)

Capital with 100 million yen or less (or unknown) unit: 10 thousand yen

2014 2015 2016 2017 2018
Agriculture, forestry and fisheries 48 226 311 319 139 6 6
Mining 403 297 -19 1,055 376 26 903
Construction 338 396 472 529 555 61 583
Textile 69 00 134 216 220 22 -166
Chemical 1,220 1,483 1,653 L 16 , 126 , 806 1,559
Steel and metals 788 742 799 ,22 , 309 117 701
Machinery 964 993 1,137 47 , 636 275 880!
Food manufacturing 386 530 750 715 596 308
Publishing and printing| 259 297 330 440 398 355 244
Other _manufacturing| 535 529 669 1 887 809 743
Wholesale trade 719 747 845 1,030 1,045 1,013 856
Retail trade 217 282 300 340 341 351 395
Restaurants and hotels -26 63 131 115 114 0 -965
Finance and insurance 2,123 2,092 3, 046 2,523 4,700 1,217 2,031
Real estate 265 332 421 489 513 528 479
DeETRuEe e, ot eations end 602 789 874 11 854 788 325
Service 331 348 366 281 567 417 2817
Capital with over 100 million yen unit: 10 thousand yen

2014 2015 2016 2017 2018 2019 2020
Rericulture, forestry and fisheries 4,382 7,010 1,956 10, 872 6, 890 6,472 9,528
Mining 731, 046 344,771 340, 307 308, 624 520, 192 772, 393 -6, 650
Construction 121, 665 172, 743 206, 509 221, 250 242,423 228,568 242,770
Textile 57, 306 61,419 58, 507 76, 688 9, 733 74,83 42,052
Chemical 162, 594 183, 100 212,165 245, 358 247,048 239, 114 245,110
Steel and metals 80, 846 70, 284 79, 896 94, 991 88, 007 16, 35 50, 458
Machinery 171, 041 138,70 135, 092 140, 534 173,019 88,716 89, 228
Food manufacturing 96, 277 123,08 146, 501 166, 567 162, 281 63, 002 165, 481
Publishing and printing| 39, 530 1, 204 72,873 59, 297 77,358 50, 808 96, 390
Other manufacturing 134, 588 146, 370 144,730 180, 843 212,899 81, 821 253, 382
Wholesale trade 52,716 67, 387 73,105 9, 667 97, 206 4,772 80, 107
Retail trade 101, 372 119, 350 110, 858 115, 378 123, 040 119, 207 30,932
Restaurants and hotels 33,974 53, 147 53, 159 60, 170 62,611 48, 785 -111, 841
Finance and insurance 144, 208 181, 053 62, 296 82,438 182, 441 41, 24 90, 830
Real estate 68, 659 84, 753 02, 421 25,793 141, 405 40, 32 32,518
T 176, 605 243, 986 47, 141 72,534 282, 749 6, 01 16, 171
Service 55, 531 62, 881 63, 807 48, 248 40, 065 65, 805 67, 309

Source: Authors’ calculation

come in FY2019. The second-highest industry was the service industry through FY?2016,
2018, and 2020, and the transportation, communications and public utilities industry in
FY2017 and 2019. The third-highest industry was the machinery industry in FY2014, the
transportation, communications and public utilities industry in FY2015, 2016, and 2018, the
service industry in FY2017, the finance and insurance industry in FY2019, and the construc-
tion industry in FY2020. The restaurant and hotel industry recorded a negative income after
loss carryforward deduction in FY2020 due to the COVID-19 pandemic. Looking at the
second Table in Table 27, which shows the total income amount for only profit-making cor-
porations, the food and beverage industry in 2020 was naturally positive.

As in Table 26, the third and fourth Tables of Table 27 show the total amount of income
after loss carryforward deduction by capital size for each industry. For each industry, the
former shows the total amount for corporations with capital of 100 million yen or less, and
the latter shows the total amount for corporations with capital of over 100 million yen.
Looking at these figures, the only industry in which corporations with capital of 100 million
yen or less accounted for the majority of total income in every fiscal year was the construc-
tion industry (for agriculture, forestry, and fisheries, the total amount recorded by corpora-
tions with capital of 100 million yen or less exceeded the majority except for FY 2020, and
for wholesale, the total amount recorded by corporations with capital of 100 million yen or
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less exceeded the majority except for FY2015). The industries in which corporations with
capital of over 100 million yen accounted for the majority of total income were the textile
industry, chemical industry, machinery industry, food manufacturing, other manufacturing,
retail trade, finance and insurance, and transportation, communications and public utilities
(for mining and real estate, the total amount recorded by corporations with capital of over
100 million yen exceeded the majority except for FY2020, for publishing and printing, the
total amount recorded by corporations with capital of over 100 million yen exceeded the
majority except for FY2017, and for services, the total amount recorded by corporations
with capital of over 100 million yen exceeded the majority except for FY2018). Compared
with the fifth and sixth Tables of Table 26, for corporations with capital of over 100 million
yen, there is a limit on loss carryforward deductions, so income after loss carryforward de-
ductions is higher.

The fifth and subsequent Tables in Table 27 also show the income amount per corpora-
tion for each industry. Looking at the amount by capital and by industry, for corporations
with capital of 100 million yen or less, the income amount per corporation was negative in
the food and beverage inns industry in FY2014 and 2020, the mining industry in FY2016,
and the textile industry in FY2020. Even for corporations with capital of over 100 million
yen, the income amount per corporation was negative in the mining industry and the food
and beverage inns industry in FY2020. Of course, corporations that recorded profits in the
relevant industry for the current fiscal year had positive income amounts, but this amount
was negative because the total amount of losses after loss carryforward deduction of corpo-
rations in the same industry that were in the red exceeded this amount.

VI-3. Loss Carryforwards

The difference between income before and after loss carryforward deduction is the loss
carryforwards. In this paper, the current deduction amount for loss carryforward or disaster
losses and the amount carried forward to the next period are available. In Appended Table 4
of the corporate tax return, the current deduction amount for loss carryforward or disaster
losses, etc. calculated on Appended Table 7 is applied immediately before calculating in-
come. Although Appended Table 4 of the corporate tax return is not available in this study,
the current deduction amount for loss carryforward or disaster losses, etc., written in Ap-
pended Table 4 is transferred to Appended Table 1, so the current deduction amounts for
loss carryforward or disaster losses, etc., are available. The carryforward amounts for losses
or disaster losses to the next period are also available because they are transferred to Ap-
pended Table 1.

We looked at the data by income bracket, capital bracket, and industry. Here, we exam-
ine how loss carryforwards fluctuated over the analyzed data. Table 28 compares the cur-
rent-year deduction amount of loss carryforwards for all corporations by industry over the
years. Table 28 shows that the total current-year deduction amount for all corporations in-
creased from approximately 7.6 trillion yen in FY2014 to FY2016, 2018 and 2020 com-
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All corporations

Table 28. Loss Carryforward Deduction by Industry

unit: million yen

2014 2015 2016 2017 2018 2019 2020

Aericulture, forestry and fisheries 65,615 18,721 73,50 59,130 46,782 50, 444 57,383
Mining 20, 623 14,504 24,90 18,278 62,932 34, 374 21,234
Construction 842, 312 121, 746 658, 69 628, 810 580, 510 572, 707 539, 831
Textile 13,825 70, 144 56, 966 65, 766 44,536 42,871 38,525
Chemical 330, 491 234,794 254, 558 254, 673 186, 895 154, 144 215, 320
Steel and metals 430, 109 234,526 190, 636 216, 591 174,516 152, 794 109, 789
Machinery 600, 256 391, 662 388, 877 465,893| 1,035,967 344, 342 336,019
Food manufacturing 124, 223 176, 036 142, 642 139, 033 98, 980 99, 439 106, 740
Publishing and printing 107, 649 114,471 92,275 92,279 15, 156 90, 063 13, 452
Other manufacturing 177, 346 170, 634 171,378 226, 870 142, 456 137,230 146, 671
Wholesale trade 638, 145 628, 611 681, 785 678, 887 508, 577 426, 690 470, 547
Retail trade 444,138 536, 464 409, 499 447,815 390, 720 409, 767 460, 630
Restaurants and hotels 230, 975 243, 71 215, 089 223, 690 197, 370 184, 896 118, 603
Finance and insurance| 1, 088, 851 738, 651 2,006, 458 515, 898 386, 978 315, 851 474, 451
Real estate 604, 317 655, 237 625, 329 610, 169 635, 021 534, 650 513,314
BLBTSEOLET 1T, comunications and 555, 946 744, 891 517,572 349, 366 329,102 259, 980 208, 278
Service 1,280,888| 1,172,652 1,324,699| 1,309,784 2,6247,980| 1,275,685 1,774,695
Total 7,615,708 6,933,455| 7,834,861 6,302,931] 7,144,479 5,085, 928 b5, 665, 482
Loss—-making corporations (loss = 0) unit: million yen
2014] 2015] 2016] 2017] 2018] 2019] 2020]

[Total | 3,735,033] 3,759,034] 4,966,662 3,776, 146] 4,063, 469] 3,373,212 3,225,870|
Profit-making corporations unit: million yen
2014 2015 2016 2017 2018 2019 2020

Agriculture, forestry and fisheries 15, 702 19,474 20,677 17,732 11, 857 11,971 14,720
Mining 7,811 5, 501 12, 457 7,355 54,163 23, 186 12, 755
Construction 286, 224 256, 133 240, 392 220, 841 180, 029 185, 039 177, 941
Textile 33,610 24, 035 20, 217 23,752 1,245 12,094 11,127
Chemical 247, 055 70, 546 167,817 47,2117 118, 445 93, 095 145, 880
Steel and metals 308, 935 25, 388 84,020 03, 195 71,574 67,615 44, 443
achinery 405, 639 223, 744 206, 493 222, 349 183, 724 106, 109 179, 722
Food manufacturing 50, 229 97,627 56, 852 61,092 30, 661 32,729 39, 361
Publishing and printing 52, 495 43, 689 35, 543 32,618 25, 069 42, 581 28,415
Other manufacturing 56, 388 53, 147 60, 417 97,342 44,338 48, 361 56,570
Wholesale trade 261, 664 288, 640 343, 634 297,996 190, 797 141, 490 162, 025
Retail trade 135, 582 229, 497 117,900 134, 685 110, 951 116, 730 137,747
Restaurants and hotels 12,824 79, 928 59, 220 64, 402 58, 719 54, 422 22,316
IFinance and insurance 889, 710 377,208 405, 638 346, 186 234,999 22,715 273,818
Real estate 187, 801 223,943 213,095 85, 136 202, 870 70, 203 152, 604
DR oL 19, comnications and 400, 709 561, 940 321, 035 81,395 179, 748 12, 565 84, 804
Service 468, 293 393, 380 502, 794 383,432| 1,371,761 371, 211 895, 364
Tota 3,880,676 3,174,421] 2,868,199 2,526,785] 3,081,009 1,712, 716] 2,439,612
Capital with 100 million yen or less (or unknown) unit: million yen
2014 2015 2016 2017 2018 2019 2020

Rericulture, forestry and fisheries 63, 229 16, 705 71, 499 57,716 45,973 49, 367 56, 213
Mining 15,716 12, 001 16,017 13, 857 11,884 14,410 0,922
Construction 722, 820 629, 658 570, 558 552, 521 542, 452 545, 847 518, 127
Textile 51,92 55, 106 47,182 54, 626 40, 603 38,169 35, 906
Chemical 09, 46 96, 954 15, 830 38, 768 94, 565 86,993 94, 360
Steel and metals 58, 614 144, 810 42,736 56, 181 136, 154 117,019 86, 438
achinery 273, 860 221, 607 243, 582 319,113 748, 464 194, 705 214, 252
Food manufacturing 89, 099 106, 052 115, 475 107, 159 91,373 88, 362 89, 243
Publishing and printing 71, 489 91, 507 69, 540 72,016 64,712 59, 376 58,903
Other manufacturing 151,278 146, 726 148, 936 179, 050 128, 984 121, 131 122,594
Wholesale trade 491,171 466, 635 449, 011 507,017 449, 964 385, 396 416, 447
Retail trade 398, 971 404, 093 382,014 403,114 361, 902 370, 117 429, 784
Restaurants and hotels 194, 475 213,044 202, 240 208, 903 184, 137 176, 318 116, 952
Finance and insurance 145,576 311, 364| 1,609, 528 144, 298 160, 585 149, 858 199, 556
Real estate 537, 892 567, 710 537, 255 565, 162 588, 223 495,144 492, 701
BT oL 19, oo cations and 214, 069 250, 906 226, 183 219,123 201, 823 204, 181 71,015
Service 1,096,327 1,035 744] 1,093,780] 1,208,239 2,6113,822] 1,196,570[ 1,163,676
Tota 4,785,967] 4,836,682 6,041,966 4,906,926] 5,965, 620] 4,292, 961] 4,283,088

51
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Table 28. Loss Carryforward Deduction by Industry (continued)

Capital with over 100 million yen unit: million yen

2014 2015 2016 2017 2018 2019 2020
Rericulture_forestry and fisheries 2,386 2,016 2,002 1,354 809 1,077 1,169
Mining 4,907 2,503 8,884 4,421 51, 048 19, 964 10, 312
Construction 119, 492 98, 088 88, 139 16, 289 38, 058 26, 860 21,704
Textile 21,904 15,037 9,784 11, 140 3,933 4,702 2,619
Chemical 221,030 137, 840 138,728 115, 905 92, 330 67, 151 120, 960
Steel and metals 271, 495 89, 716 47,900 60,410 38, 362 35,774 23,352
Machinery 326, 396 164, 056 145, 295 146, 779 287,503 149, 637 121,767
Food manufacturing 35,125 69, 984 21,167 31,873 1,607 11,078 17,497

Publishing and printing 36, 160 22.965 22,736 20, 263 10. 444 30, 687 14, 549
Other manufacturing 26, 068 23,908 22, 443 47, 820 13,472 16, 100 24,077

\Wholesale trade 146, 974 161,975 232, 714 171,870 58, 612 41,295 54, 101
Retail trade 45,167 132,372 27,485 44, 701 28,818 39, 650 30, 846
Restaurants and hotels 36, 500 30, 667 12, 849 14,787 13,233 8,578 1,651
Finance and insurance! 943, 275 427, 287 396, 930 371, 601 226, 393 165, 994 274, 895
Real estate 66, 424 87,461 88,073 45, 006 46, 798 39, 506 20, 613
BT LET 90 "orment et o and 341, 871 493, 985 290, 788 130, 243 127,219 55, 799 31, 263
Service 184, 561 136, 908 230,919 101, 544 134, 158 79,115 611,018
Total 2,829, 741] 2,096, 773 1,792,896 1,396,005 1,178, 858 792,967] 1,382,394

Source: Authors’ calculation

pared to the previous year, before decreasing in FY2015, 2017 and 2019. By industry, the
service industry had the largest amount every year, never falling below 1 trillion yen.

The second and third Tables of Table 28 show the total amount of loss carryforward de-
ductions for the current period, broken down by industry into loss-making and profit-making
corporations. As mentioned above, the current period loss carryforward deduction amount
for loss-making corporations with negative income after loss carryforward deductions is
zero. Also, the total amount of loss carryforward deductions for loss-making corporations
with zero income after loss carryforward deductions is the same as the third Table of Table
26, so we will not report it here.

First, looking at the total for all corporations, with the exception of FY2014, the total
amount of current deductions applied by loss-making corporations (whose income after loss
carryforward deductions is zero) was greater than the total amount of current deductions ap-
plied by profit-making corporations. By industry, the only industry in which loss-making
corporations applied more current deductions than profit-making corporations was the
chemical industry. Industries in which loss-making corporations applied more current de-
ductions than profit-making corporations were agriculture, forestry, and fisheries, construc-
tion, textiles, publishing and printing, other manufacturing, retail, restaurant and hotel, and
real estate. However, the figures were particularly high in the finance and insurance industry
in FY2016 and the machinery and services industries in FY2018. A sudden increase in the
amount of current deductions for loss-making corporations may occur when a previously
loss-making corporation becomes profit-making due to a large amount of income in the cur-

3 Theoretically, there may be corporations that were loss-making corporations with large amounts of loss carried forward until
the previous fiscal year, but became profit-making corporations in the current fiscal year, and therefore, although the loss was
not recorded in the loss carried forward of the profit-making corporation in the previous fiscal year, it will be recorded in the
current fiscal year’s deduction amount. As will be discussed later, such corporations may increase the loss carried forward of
profit-making corporations.
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rent fiscal year, suddenly allowing it to use a larger amount of loss carryforward deductions.
The smaller the loss carryforward or the smaller the amount of income, the smaller the cur-
rent deductions.

The fourth and fifth Tables in Table 28 show the total amount of loss carryforward de-
ductions for each industry by capital size. The former shows the total amount for corpora-
tions with capital of 100 million yen or less, while the latter shows the total amount for cor-
porations with capital of over 100 million yen. These Tables suggest that in each fiscal year,
the total amount of loss carryforward deductions claimed by corporations with capital of
100 million yen or less accounted for the majority of the total. The total amount of loss car-
ryforward deductions claimed by corporations with capital of over 100 million yen de-
creased from FY2014 to FY2019, partly because of the reduction in the deduction limit in
this period, as shown in Table 5. In FY2020, the total amount increased due to the increase
in corporations that became loss-making corporations due to the COVID-19 pandemic. This
is likely due to the decrease in income in FY2020, which led to an increase in carryforward
losses that could not be fully deducted due to the loss carryforward deduction limit being
reached, resulting in an increase in the amount carried forward to the next fiscal year." The
total amount for corporations with capital of 100 million yen or less actually decreased in
FY2020. These Tables allow for a more detailed analysis of the disproportionately high cur-
rent-period deduction amounts for the finance and insurance industry in FY2016, and the
machinery and services industries in FY2018. The disproportionately high current-period
deduction amounts for the finance and insurance industry in FY2016 were attributed to
loss-making corporations with capital of 100 million yen or less, which resulted in zero in-
come after loss carryforward deductions. In the case of the services industry in FY2018, it
was attributed to loss-making corporations with capital of 100 million yen or less, which
would result in zero income after loss carryforward deductions. The disproportionately high
current-period deduction amounts for the machinery industry in FY2018 were attributed to
loss-making corporations with capital of over 100 million yen and those with capital of 100
million yen or less, which would result in zero income after loss carryforward deductions.

Table 29 compares the amount of losses carried forward to the next fiscal year (loss car-
ryforward amount) for all corporations by industry over the years. Table 29 shows that the
total amount carried forward to the next fiscal year for all corporations decreased from ap-
proximately 58 trillion yen in FY2014 to FY2015, increased in FY2016, and then showed a
downward trend until FY2019, before increasing to approximately 59 trillion yen in
FY2020. The decrease in losses carried forward can be seen by looking at the amount of de-
duction for the current fiscal year in Table 28, but the increase cannot be seen without look-
ing at the year-on-year comparison in Table 29.

Looking at the total amount of losses carried forward by industry, we can see that in
most years, the construction, machinery, wholesale, retail, finance and insurance, and ser-
vices industries had the largest amounts. In FY2020, industries other than the chemical in-
dustry and other manufacturing industries showed an increase compared to FY2019, but un-
til FY2019, only agriculture, forestry, and fisheries showed continuous increases since
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FY?2014, while construction, textiles, and real estate showed continuous decreases. The steel
and metals industry showed a particularly high increase in FY2016.

The second through fourth Tables in Table 28 show the total amount of carryforward
losses by industry for corporations with positive, zero, or negative income after loss carry-
forward deductions. Note that these total amounts are categorized by whether the corpora-
tion is loss-making or profit-making in the current fiscal year. Loss carryforward (stock ba-
sis) carried by corporations that were loss-making in the previous fiscal year but are
profit-making in the current fiscal year is included in the total amount of profit-making cor-

Table 29. Loss Carryforward to the Next Year by Industry

All corporations

unit: million yen

2014 2017 2019 2020
Agriculture, Torestry and fisheries 478, 568 521,878 585, 198 629, 651
Mining 260, 468 364, 887 340, 322 384,123
Construction 4,112,778 3, 414,100 3,120,100 3, 196, 846
Textile 727, 884 624, 277 570, 225 655, 960
Chemical 1,902,551 2, 2, 722, 403 , 840, 606] 1,707, 658
Steel and metals | 1,947,705| 1, 6, 647, 088 ,171,884] 1,307,973
Machinery ,122,894] 5, 5, 105, 665 L, 175,277] 5,797,432
Food manufacturing , 152,634 1, 1, 093, 412 ,084,828] 1,222,490
Publishing and printing 850, 537 799, 968 752, 757 830, 582
Other manufacturing| 1,512,951 1, 1, ,605,438] 1, 1,559,064 1,558, 614
[WhoTesale trade 5,359,592] 5 5, 4,704,665| 4 4,284,349] 4,701,384
Retail trade 4,559, 954| 4, 4, 4,779, 405] 4, 4,428, 561| 4,971,605
Restaurants and hotels| 2 175, 001[ 2, 2, 2,064,384 2, 2,069, 128] 3,387, 204
Finance and insurance| 11,182,869 9, , 5,172,881 3, 3, 996, 56! 4,029, 124
Real estate 4,719,762] 4, 4, 3,975,668 3, 3,645,049| 3,800, 880
BBTEL g commeetions wd | 3768, 492] 3, 2, 2,333,637 2, 2,455,264 4,171,044
Service 10,031, 218] 10, 1, 13, 136, 369 15, 14,585, 688| 16, 380, 308
Tota 59, 865, 860] 58, 1, 54, 066, 127] 52, 51, 264, 867] 58, 732, 877
Loss-making corporations (loss < unit: million yen

2014 2017 2019 2020
A%ncu\tuve‘ forestry and fisheries 334, 271 339, 281 437, 080 494, 65
Mining 195, 949 305, 590 245, 806 333, 90
Construction 2,036,502] 2, 2, 919, 699 ,906,232] 2,128,270
Textile 458, 570 410, 448 414, 936 530, 278
Chemical 1,182, 737] 1, , 001, 855 , 182,656/ 1,104, 820
Steel and metals 969, 694 , 835, 266 740, 825 984, 117
Machinery 3,383,434| 4, 3, 4,700, 298 3,701,738 4,609,416
Food manufacturing 719, 784 719, 289 784, 099 32,921
Publishing and printing 520, 924 491, 332 528, 323 633, 568
Other manufacturing 987,768 1, 1, ,055, 718 1, 1,062, 449 1,155,031
[WhoTesale trade 3,412,077] 3, 3, ,863,754] 2, ,891,574] 3,386,126
Retail trade 3,110,581 3, 3, 3,200, 389| 3, ,124,130] 3,756, 888
Restaurants and hotels| 1,494 263] T, 1, 1,363,364 1, , 523,406/ 3,050,003
Finance and insurance| 8, 584, 055| 7, 4, 2,666,954 2, , 976, 655 ., 837,159
Real estate , 825, 235 2, 2,157,290 , 337,906/ 2,518,330
|;_m°m:mmw“““"s o , 698, 929 1, 1,482, 201 ,822,067] 3,616,210
Service , 542,108 7, 1, 9,252,423 , 147,596| 13, 106, 638
[Total 39, 456, 838 38, 36, 4,765, 151 , 827,478 45, 178, 335
Loss-making corporations (loss = unit: million yen

014 6 2017 2019 2020
Agriculture, forestry and fisheries| 141, 231 4 178, 331 143,871 132,313
Mining 36, 759 5 35, 026 66,016 30, 020
Construction 1,788, 218| 1, 0 1,365,038 ,140,125| 1,007, 674
Textile 171,349 0 181, 858 30,913 111, 725
Chemical 261, 447 7 288,970 272,834 298, 161
Steel and metals 400, 912 3 378, 865 262, 857 212, 140
Machinery 707, 392 7 174,573 124, 656 685, 601
Food manufacturing 293, 167 6 303, 303 265, 039 233,609
Publishing and printing 227,788 9 221,204 185, 279 148, 761
Other manufacturing 463, 299 430, 928 365,524 330, 847
[WhoTesale trade 1,378,060] 1, 365, 286] 1, 50,321] 1,040,430
Retail trade 1,054,500] T, 249,892 1, ,113,076] 1,043,752
Restaurants and hotels 538, 124 560, 403 472, 852 329, 516
Finance and insurance 983, 05 1, 905, 334 569, 563 562, 441
Real estate 1,.571,238] 1, 1,592, 133 1,230,823 1,201,152
T — 487, 313 555, 260 478, 385 395, 117
Service 2,748,941 2, 3, 240, 653 2,988,982 2,864,509
Total 13,252, 794] 13, 3,627,059 1 1,561, 122] 10, 627, 767
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Table 29. Loss Carryforward to the Next Year by Industry (continued)

, 336 421, 890 434, 354 637, 319
L 312 117,168 116, 936 385, 236

L
5
Retail trade 849, 270 935, 835 738, 061 56
Restaurants and hotels 203, 754 168, 39 162, 345 14

Profit-making corporations unit: million yen
| 2014 2015 2016 2017 2018 2019 2020
IAfnculture‘ forestry and fisheries 3,060 5,025 4,431 4,266 3,633 4,241 2,686
Mining 21,760 6, 852 22,610 4,272 29,010 28, 500 20, 201
Construction 288, 058 274, 891 202, 314 129, 363 87, 066 13,744 60, 903
Textile 97,964 50,173 35, 164 31,970 23,239 24,375 13,958
Chemical 458, 367 303,571 586, 372 431,578 473,130 385,116 304, 677
Steel and metals 577,099 441, 069 250, 008 432, 957 235, 656 168, 201 111, 716
%ch nery 1,032, 068 547, 457 656, 665 630, 794 502, 618 348, 883 502, 415
Food manufacturing 139, 683 151, 634 83, 683 70, 82 49,619 35, 690 55, 954
Publishing and printing 101, 826 70, 57 98, 250 7,432 41,245 39, 155 48, 252
Other manufacturing 61,883 149, 556 147,037 118,792 108, 300 31,091 72,736
[WhoTesale trade 569, 455 667, 007 798, 414 475, 624 265, 720 42, 454 274,828
Retail trade 394, 874 63, 580 214,947 329, 124 279, 721 91, 355 170, 966
Restaurants and hotels 142, 614 54,312 174,631 40, 6 97,290 72, 871 7,685
Finance and insurance| 1,615,758 1,261,482 1,496,736 1,600, 593 1,022, 758 450, 350 629, 524
Real estate 323, 289 308, 83 314, 981 6, 245 67,797 76, 320 81, 398
FLBEoLEet fhe ommications and 582,250 1,326, 49 544, 467 6, 176 66, 589 54,812 159, 717
Service 740, 169 664, 834 566, 433 43,292 1,031,492 449 110 409, 161
Total 7,156,178 6,647,348 6,197, 142] 5,673,917] 4,684, 883] 2 876,268] 2, 926,775
Capital with 100 million yen or less (or unknown) unit: million yen
[ 2014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and Fisheries| 438, 824 460, 791 468, 834 493, 431 528,977 556, 857 595, 736
Mining 128, 724 148, 603 218,371 214, 457 265, 504 273,328 195, 323
Construction 3,671,894] 3,522, 130] 3,423,940 3,216,246 3,039, 540 2,875 089] 2 978 104
Textile 642, 048 588, 068 591, 950 556, 597 519, 269 503,614 567, 507
Chemical 817, 552 874, 203 963, 498 860, 309 900, 187 990, 116 1,117,574
Steel and metals 90, 968 960, 411] 5, 687, 030 874,932 776, 887 757, 490 840, 955
mach nery 1,993 244 2,005 221 2,027, 771 1,916,559] 1,827, 155] 1,959,919| 2 213, 441
Food manufacturing 907, 994 938,010 957, 057 950, 285 952, 561 986, 177 1,116, 458
Publishing and printing 687, 167 705, 509 730, 243 689, 289 672,312 676, 252 684, 183
Other manufacturing| 1,220,457] 1,269,430] 1,375,707 1,281,886 1,231,407 1,252, 206] 1,326,495
[WhoTesale trade 4,193,986 4,246,104] 4,299,997 4,054 114[ 3,918,550 3,777, 122| 3,997, 307
Retail trade 3,710,684] 3 814,671] 4,010,770 4,219 070[ 4 261,317 3,994, 207| 4,334 286
Restaurants and hotels| 1,971,247] 1,952,510] 1,963,360 1,923,072 1,913,846 1,952, 192] 3,001,967
Finance and insurance| 5, 761,595 4,727,897 3,311,561 ,289,064] 1,896,627 1,672 557] 1,778,339
Real estate 4,140,467] 4,011,092] 4,012,860 3,629 237[ 3, 466,677 3,372 565 3,386,638
piateeri g, emmeations nd | 1 420,225 1,413,200 1,422,741 1,384,855 1,408,120 1,474, 735] 1,914 423
Service 8,316,272| 8,945,980 9,623,833] 10,873, 631] 10, 229, 546 10, 581, 881| 11, 706, 139
Total 41,013, 348| 40, 583, 827] 45, 089, 530| 39, 427, 035] 37, 808, 482| 37, 656, 309| 41, 754, 875
Capital with over 100 million yen unit: million yen
[ 2014 2015 2016 2017 2018 201 2020
Rericulture, forestry and fisheries 39, 744 26, 340 29, 648 28, 447 26, 7141 28,34 33,915
Mining 131, 744 158, 978 128, 490 150, 430 137, 925 66, 994 188, 799
Construction 440, 884 358, 692 287, 248 197, 854 173,112 245,010 218, 742
Textile 85, 835 87,008 80, 900 67,679 62,810 66,612 88, 454
Chemical 1,084,999 1,223 600 1,205, 123 862, 094 125, 986 850, 490 590, 084
Steel and metals 56, 737 736, 232 830, 071 772, 156 579,139 414, 394 467, 01
%ch nery 3,129,650] 3,331,472| 3,392,933] 4,189, 107[ 2,960,072 2,815,358 3,583 99
Food manufacturing 44, 640 06, 22 79,357 43,127 93, 924 98, 651 06, 03
Publishing and printing L 371 40, 28, 41,618 0,679 103, 43 76, 505 46, 399
Other manufacturing 92,494 346, 520 339, 139 323, 552 291, 453 306, 858 232,119
[WhoTesale trade 1,165, 606] 1,260,231| 1,242,189 650, 551 500, 065 507, 226 704, 077
0
1
3

Finance and insurance| 5, 421,274 4,770,701 4 825 809| 2 883 817| 2 070, 652] 2 324 011] 2 250,785
Real estate 579, 295 504, 84 409, 984 346, 431 282, 394 272, 483 414, 24
BTG T e om oetore o9 ., 348,267 1,998, 105] 1,343, 291 948, 783 988, 724 980, 529| 2, 256, 62
Service 714, 946] 1,733,455] 1,427 739 2 262 738| 5 101,884 4 003, 806] 4, 674 169
Total 18,852, 511] 17,986, 911] 16, 763, 943| 14, 639, 092] 14, 637, 375 13, 608, 559| 16, 978, 002

Source: Authors’ calculation

porations for the current fiscal year. Therefore, the increase or decrease in the total amount
is due not only to the application of deductions by the corporation, but also to changes in the
number of corporations due to changes in the corporation’s status. Corporations with nega-
tive income before loss carryforward deductions, such as those with consecutive years of
negative income before loss carryforward deductions, continue to hold the loss carryforward
but do not apply the loss carryforward deduction in the current fiscal year. However, due to
the carryforward period limit, unused loss carryforward from previous years will expire.
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Therefore, the loss carryforward of corporations with negative income before loss carryfor-
ward deductions can increase or decrease.

Table 29 shows that loss-making corporations, whose income after loss carryforward de-
ductions is negative, have a large share of loss carryforwards. Profit-making corporations
have smaller loss carryforwards than loss-making corporations, partly because they apply
current-period deductions, and their share of total loss carryforwards ranged from approxi-
mately 12.0% in FY2014 to over 10% until FY2017, but has since trended downward to ap-
proximately 5.0% in FY2020. Since profit-making corporations still have positive income
even after loss carryforward deductions, loss carryforwards are expected to decrease.

The fifth and sixth Tables in Table 28 show loss carryforwards by industry and capital
size. By capital size, corporations with capital of 100 million yen or less account for around
70% of the total. Considering the breakdown of the number of corporations, it can be said
that corporations with capital of over 100 million yen have larger loss carryforwards per
corporation. Looking at loss carryforwards by industry, the distribution by industry shows a
generally similar trend in each fiscal year, regardless of capital size. However, there was a
noTable increase in loss carryforwards for corporations in the steel and metals industry with
capital of 100 million yen or less in FY2016 and for corporations in the service industry
with capital of over 100 million yen in FY2018.

VI-4. Distribution of Corporate Tax Amount

Table 30 shows the total corporate tax amount by industry. This amount includes both
profit-making and loss-making corporations. Table 30 shows that the service industry paid
the largest amount of corporate tax in total every fiscal year. The middle Table of Table 30
shows the breakdown by industry, at 18%. The next largest was finance and insurance in all
years except FY2019, followed by transportation, communications and public utilities in
FY2019. The third largest industry was wholesale in FY2014, 2019, and 2020, and transpor-
tation, communications and public utilities from FY2015 to 2018. The fourth largest indus-
try was transportation, communications and public utilities in FY2014, wholesale from
FY2015 to 2018, and construction in FY2019 and 2020. In terms of the total corporate tax
amount, the three industries with the highest tax payments accounted for just over 40%, and
the four industries with the highest tax payments accounted for just over 50% in each fiscal
year.

Table 30 also shows the corporate tax amount per corporation in each industry. The in-
dustry with the highest corporate tax per corporation was finance and insurance except for
FY2019, in which it was chemicals. The next highest industry was mining in FY2014,
chemicals from FY2015 to 2018 and FY2020, and finance and insurance in FY2019. The
third highest industry was chemicals in FY2014, and transportation, communications and
public utilities since FY2015. In these industries, the average amount per corporation ex-
ceeds 10 million yen.

Table 31 shows the number of corporations by industry that pay over 5 million yen in
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All corporations

Table 30. Corporate Tax Amount by Industry

unit: million yen

2014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 28,574 37,426 45,550 50, 705 39, 961 38, 149 43,019
Mining 64, 980 25,838 24,681 23,035 23,024 25,224 16, 387
Construction 686, 122 815,171 900, 609 961, 232 998,837| 1,057,343] 1,057,901
Textile 46, 789 47,500 47,088 49, 944 48,874 47,924 37,980
Chemical 572,429 638, 906 638,423 688, 424 649, 339 671,914 656, 445
Steel and metals 239, 594 209, 501 223,079 254, 645 245,998 225,742 191,525
Machinery 838, 406 705, 450 676, 311 845, 419 839, 830 667,920 652, 366
Food manufacturing 221,856 251, 517 280, 779 286, 838 282,314 261,671 256, 746
Publ ishing and printing 13, 065 18,952 79,908 74,274 79,138 102, 362 95,571
Other manufacturing 336, 858 321,898 315,900 358, 294 402, 028 366, 845 443, 308
Wholesale trade 1,010,918 1,030,214 1,014,260( 1,125,133] 1,150,822| 1,128,959| 1,064,569
Retail trade 667,418 735, 828 662, 952 687, 555 670, 881 673,504 811,107
Restaurants and hotels 120, 598 146, 189 155,574 155, 067 155, 326 139, 004 56,219
Finance and insurance| 1,522 908 1,455, 179 269, 716 1,312,262 1,510,643 995, 688[ 1,268,471
Real estate 582, 504 624, 848 708, 678 791,876 860, 144 878, 443 850, 783
b1 oL fag o cetions and 966,895 1,176,192 1,160,399| 1,265,806 1,269 531] 1,285,923 988, 864
Service 1,743,695 1,798,138 1,757,520[ 1,870,066] 2, 112,825] 2,008,567] 2,095,779
Shares unit: %

2014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 0.29 0.37 0.46 0.47 0.35 0.36 0.41
Mining 0.67 0.26 0.25 0.21 0.20 0.24 0.15
Construction 7.06 8.07 9.04 8.90 8. 81 10. 00 9.99
Textile 0.48 0.47 0.47 0.46 0.43 0.45 0.36
Chemical 5.89 6.33 6. 41 6.37 5.73 6.35 6.20
Steel and metals 2.46 2.07 2. 24 2.36 2.17 2.13 1. 81
Machinery 8.62 6.99 6.79 7.83 1.41 6.32 6.16
Food manufacturing 2.28 2. 49 2.82 2. 66 2.49 2.47 2.43
Publishing and printing 0.75 0.78 0.80 0.69 0.70 0.97 0.90
Other manufacturing 3. 46 3.19 3.17 3.32 3.55 3.417 4.19
Wholesale trade 10. 40 10. 20 10.18 10.42 10. 15 10. 68 10. 06
Retail trade 6.86 1.29 6. 66 6.37 5.92 6.37 7.66
Restaurants and hotels 1.24 1.45 1.56 1.44 1.37 1. 31 0.53
Finance and insurance 15. 66 14. 41 12.75 12.15 13.32 9.42 11.98
Real estate 5.99 6.19 71.11 7.33 7.59 8.31 8.04
LT SRoL g omunications and 9.94 11.65 11.65 11.72 11.20 12.16 9.34
Service 17.93 17.81 17.64 17. 31 18.63 18.99 19. 80
Per corporation unit: 10 thousand yen

2014 2015 2016 2017 2018 2019 2020
Nericulture, forestry and fisheries 87 110 129 137 105 97 107
Mining 1, 856 144 17 685 693 781 523
Construction 169 199 217 221 233 244 241
Textile 175 182 184 199 200 201 164
Chemical 1, 754 1,985 2,006 2,196 2,101 2,194 2,169
Steel and metals 480 426 459 530 519 482 415
Machinery 1,092 930 902 1,142 1,148 922 916
Food manufacturing 529 604 676 693 687 640 633
Publishing and printing 219 242 251 239 261 346 331
Other manufacturing 501 483 478 546 619 569 696
Wholesale trade 430 442 438 488 503 495 472
Retail trade 207 231 210 220 218 221 270
Restaurants and hotels 102 123 130 128 127 112 45
Finance and insurance 3,142 2,980 2,597 2,671 3,046 1,984 2,505
Real estate 196 206 227 245 259 257 242
LR L e omn cations and 1,184 1,412 1,366 1, 465 1,443 1, 431 1,085
Service 243 245 234 243 267 246 250

Source: Authors’ calculation
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Table 31. The Number of Corporations Paying Corporate Tax more than 5 Million Yen by Industry

All corporations unit: corporations

[ 2014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 942 1,228 1,465 1,519 1,313 1,266 1,295
Mining 343 339 339 393 383 384 390
Construction 16, 876 19, 054 20, 258 21, 881 23,129 25,948 26, 703
Textile 851 863 882 883 917 901 719
Chemical 3,646 3, 691 3, 868 4,036 4,057 3,985 3,899
Steel and metals 4,199 4,146 4,278 4,892 5,036 4,732 3,936
Machinery 7,052 7,283 7,511 8,325 8, 698 8,083 1,073
Food manufacturing 2, 355 2,612 2,182 2,733 2,610 2,540 2,385
Publ ishing and printing 1,325 1,299 1,333 1, 281 1,211 1,248 1,134
Other manufacturing 3,418 3,539 3, 669 4,044 4,017 3,921 3, 651
Wholesale trade 17,721 18, 338 18,190 19, 361 19, 301 18, 856 18, 465
Retail trade 8,510 9, 307 9, 057 9,110 8,789 9,018 9,440
Restaurants and hotels 2,526 2,859 2,996 3,014 2,889 2,852 1,384
Finance and insurance 2,869 3,074 3,028 3,020 3, 060 2,911 3,052
Real estate 11,244 12,423 13, 561 14,742 15, 354 15, 650 15,535
Lo AT [fa o cations and 6,441 1,871 8,103 7,862 7,860 8, 041 7,506
Service 30, 462 31,695 32,703 34,118 35,377 37,439 36, 746
Share in all corporations paying more than 5 million yen unit: %

[ 2014 2015 2016 2017 2018 2019 2020
Agriculture, forestry and fisheries 0.78 0.95 1.09 1.08 0.91 0.86 0.90
Mining 0.28 0.26 0.25 0.28 0.27 0.26 0.27
Construction 13.97 14.70 15.12 15. 49 16. 06 17. 56 18. 62
Textile 0.70 0.67 0. 66 0.63 0. 64 0. 61 0.54
Chemical 3.02 2.85 2.89 2.86 2.82 2.70 2.72
Steel and metals 3.48 3.20 3.19 3.46 3.50 3.20 2.75
Machinery 5.84 5.62 5. 60 5.90 6.04 5.47 4.93
Food manufacturing 1.95 2.02 2.08 1.94 1.81 1.72 1.66
Publishing and printing 1.10 1.00 0.99 0.91 0.88 0.84 0.79
Other manufacturing 2.83 2.13 2.4 2.86 2.179 2. 65 2.55
Wholesale trade 14. 68 14.15 13.57 13. 71 13. 40 12.76 12. 88
Retail trade 7.05 7.18 6.76 6.45 6.10 6.10 6.58
Restaurants and hotels 2.09 2.21 2.24 2.13 2.01 1.93 0.97
Finance and insurance 2.38 2.31 2.26 2.14 2.12 1.97 2.13
Real estate 9.31 9.58 10.12 10. 44 10. 66 10. 59 10. 84
LI AT [P omncations and 5.34 6.07 6.05 5.57 5.46 5.44 5.24
Service 25.22 24.45 24. 40 24.16 24.56 25.34 25. 63
Share in the number of corporations in the industry unit: %

[ 2014 2015 2016 2017 2018 2019 2020
Mgriculture, forestry and fisheries 2.88 3.62 4.13 4.11 3.43 3.21 3.22
Mining 9.80 9.76 9.84 11.68 11.52 11.88 12. 44
Construction 4.16 4. 65 4.87 5.16 5.39 5.98 6.08
Textile 8.03 8.36 8.73 9.01 9.64 9.73 8.69
Chemical 11.17 11. 46 12.15 12.87 13.12 13. 01 12. 88
Steel and metals 8.41 8.43 8.79 10. 18 10. 62 10. 11 8.53
Machinery 9.18 9.60 10. 01 11.24 11.88 11.15 9.92
Food manufacturing 5. 61 6.21 6.69 6. 60 6.35 6.21 5.88
Publishing and printing 3.97 3.98 4.18 4.13 4.19 4. 21 3.92
Other manufacturing 4.10 4.29 4.49 5.00 5.02 4.96 4. 69
Wholesale trade 7.53 7.86 1.84 8.39 8.43 8.27 8.17
Retail trade 2.64 2.92 2.87 2.92 2.85 2.95 3.14
Restaurants and hotels 2.14 2.41 2.50 2.49 2.31 2.31 1.11
Finance and insurance 5.91 6.29 6.19 6.14 6.17 5.79 6.02
Real estate 3.79 4.09 4.33 4.57 4.62 4.58 4.41
Lo g comuntcations and 7.89 9.45 9.53 9.10 8.93 8.94 8.23
Service 4.25 4. 31 4.34 4.42 4.47 4.58 4.39

Source: Authors’ calculation
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corporate tax. Looking at the percentage of corporations that pay over 5 million yen overall,
the service industry had the highest percentage, at around 25%, in every fiscal year. This
was followed by wholesale in FY2014 only, and construction since FY2015. The third high-
est industry was construction in FY2014 only, and wholesale since FY2015. The fourth
highest industry was real estate. The bottom panel of Table 31 also shows the percentage of
corporations that pay over 5 million yen overall in each industry. This shows that the chemi-
cal industry had the highest percentage of corporations that pay over 5 million yen in that
industry. The next highest was mining except for FY2016 and 2018, followed by machinery
in FY2016 and 2018.

Table 32 shows the amount of corporate tax paid by corporations paying over 5 million
yen by industry. Looking at the industries of corporations paying over 5 million yen, the ser-
vice industry accounted for the largest share of corporate tax paid by corporations paying
over 5 million yen overall. This was followed by finance and insurance except for FY2019,

Table 32. Corporate Tax Amount of Corporations Paying Corporate Tax more than 5 Million Yen: by Industry

All corporations unit: million yen

[ 2014 2015 2016 2017 2018 2019 2020
Rariculture, forestry and fisheries 22,857 29,838 36,193 40, 850 31,022 29, 058 33,466
Mining 64, 003 24,974 23,802 22,177 22, 117 24,379 15, 480
Construction 587,109 708,733 784,052] 837,086] 866,802 913,112] 911,118
Textile 43, 280 43,798 43,137 46, 056 44,945 44,149 34,534
Chemical 564, 754] 631,229 630,474] 680,083] 640,929 663,647 648, 691
Steel and metals 227,084 196,481 209,284 239,804] 229,568| 210,240[ 179,001
Machinery 820, 187| 686,027 656,029] 824,036] 816,668 646, 351 633, 996

Food manufacturing| 215 ,384] 244,442| 272,979 278,996 274, 929| 254, 446] 250, 039
Publishing and printing 69, 025 14,744 15,528 69, 779 14,723 97,962 91,676
Other manufacturing| 324, 795| 309,425| 302,170 344 022| 387 134] 352,268 430,004
Wholesale trade 958,926] 978, 105] 959, 523| 1,068, 788( 1,093, 607| 1,072, 434| 1,010, 802
Retail trade 622,910] 687,821] 613,502] 636,955 621,601 622, 031 157,219
Restaurants and hotels| 106,992 130,359 138,940( 138,171 138,253 121,827 45, 489
Finance and insurance| 1,515, 334| 1,447, 028| 1, 261, /57| 1,304, 146] 1,502, 418] 987, 058| 1, 258, 922
Real estate 518,465] 555,555 632, 053] 708,943 771.139| 784, 486] 751,077
Bt et e | 945, 919] 1, 151, 062] 1, 133, 433] 1,238, 947 1, 243, 146] 1, 259, 204 964, 371

—_
—_

Service 1,602, 146] 1,645, 934] 1,594, 384] 1,696,039( 1,932, 478| 1,818, 406] 1,901, 351
Share in the corporate tax amount in the industry unit: %

[ 2014 2015 2016 2017 2018 2019 2020
Agriculture, Torestry and fisheries 79.99 79.73 79. 46 80. 56 77.63 16.17 71.80
Mining 98. 50 96. 66 96. 44 96. 27 96. 06 96. 65 94. 46
Construction 85.57 86. 94 87.06 87.08 86.78 86.36 86.13
Textile 92.50 92.21 91. 61 92.22 91.96 92.12 90.93
Chemical 98. 66 98. 80 98.75 98.79 98.70 98.77 98. 82
Steel and metals 94.78 93.79 93.82 94.17 93.32 93.13 93.46
Machinery 97.83 97.25 97.00 97.47 97.24 96.77 97.18

Food manufacturing 97.08 97.19 97.22 97.217 97.38 97.24 97.39
Publishing and printing 94.47 94.67 94.52 93.95 94.42 95.70 95.92
Other manufacturing 96. 42 96. 13 95. 65 96. 02 96. 30 96. 03 97.00

Wholesale trade 94. 86 94.94 94. 60 94.99 95.03 94.99 94.95
Retail trade 93.33 93.48 92.54 92. 64 92. 65 92. 36 93. 36
Restaurants and hotels 88. 72 89.117 89. 31 89. 10 89. 01 87.64 80. 91
Finance and insurance 99. 50 99.44 99. 37 99. 38 99. 46 99.13 99.25
Real estate 89. 01 88. 91 89.19 89.53 89. 65 89.30 88.28
oL o eations and 97.83 97. 86 97.68 97.88 97.92 97.92 97.52
Service 91.88 91.54 90. 72 90. 69 91.46 90. 53 90. 72

Source: Authors’ calculation
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and transportation, communications and public utilities in FY2019 alone. Wholesale fol-
lowed these two. Looking at the bottom of Table 32, which shows the percentage of corpo-
rate tax paid by corporations paying over 5 million yen out of the total corporate tax amount
in the industry (see Table 30), Table 32 shows that, with the exception of agriculture, forest-
ry and fisheries, it accounts for roughly 90% in most industries. These figures are close to
the percentage of corporate tax paid by corporations paying over 5 million yen on an all-cor-
poration basis shown in Table 13.

VIl. Family and non-family Corporations
VII-1. Distribution of the Number of Corporations

In this section, we look at the loss-making corporations, dividing them into family cor-
porations and non-family corporations. Table 1 shows that when all corporations are divided
into family corporations (including unknown), specified family corporations, and non-fami-
ly corporations, family corporations make up the majority. Therefore, in this section, we fo-
cus on the actual state of non-family corporations and specified family corporations (the re-
maining corporations are family corporations, and we can assume that the trends are roughly
the same as those in the previous section, which looked at all corporations without dividing
them into family and non-family corporations).

Table 33 shows the number of corporations by capital size for non-family corporations
and specified family corporations: those with capital of 10 million yen or less, those with
capital of over 10 million yen but less than 100 million yen, and those with capital of over
100 million yen. Table 33 shows that corporations with capital of over 100 million yen ac-

Table 33. The Number of Non-family and Speficied Family Corporations: by Capital Size

Non-fami |y corporations unit: corporations

Capital class 2014 2015 2016 2017 2018 2019 2020
< 10 mil yen 42,530] 43,347] 44,511 47,082] 48,017] 51,378] 50, 898
10 mil - 100 mil 13,079 12,633 12,049 11,415 11,192 11,232 10, 935
100 mil - 1 bil 2,210 2,159 2,039 1,988 1,934 1,838 1,784
1 bil+ 1,910 1,900 1,875 1,843 1,823 1,824 1,776
Total 59.789] 60,039 60,474] 62, 328] 62, 966 66,272] 65,393
Share of <= 100 mil 93.01%| 93.24% 93.53%| 93.85% 94.03% 94.47% 94.56%
Share of > 100 mi | 6. 99% 6. 76% 6. 47% 6. 15% 5.97% 5.53% 5. 44%
Specified family corporations unit: corporations

Capital class 2014 2015 2016 2017 2018 2019 2020
<10 mil yen 31,572] 28,054] 24,633] 21,984 19,740 17,830 15,610
10 mil = 100 mil 3,549 3,254 2,928 2,714 2,581 2,501 2,354
100 mil = 1 bil 4,368 4,130 3,935 3,788 3,601 3,486 3,247
1 bil+ 397 360 340 321 311 320 318
Total 39,886] 35,798] 31,836] 28,807 26,233 24,137 21,529
Share of <= 100 mi | 88.05%| 87.46%| 86.57/% 85.74%| 85.09% 84.23% 83.44%
Share of > 100 mil 11. 95% 12. 54% 13. 43% 14. 26% 14.91% 15. 77% 16. 56%

Source: Authors’ calculation
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count for a higher proportion for both non-family corporations and specified family corpora-
tions, compared to the average of all corporations (i.e., family corporations, etc.). In particu-
lar, specified family corporations with capital of over 100 million yen accounted for just
under 12% of all specified family corporations in FY2014, but rose to 16.56% in FY2020.
Conversely, the proportion for non-family corporations declined during this period, from ap-
proximately 7% in FY2014 to approximately 5.4% in FY2020.

As in Sections III, V, and VI, we examine the differences between income before and af-
ter loss carryforward deduction for non-family corporations and specified family corpora-
tions. Table 34 shows the number and percentage of corporations with positive, zero, and
negative (losses greater than zero) income before loss carryforward deduction. Table 34
shows that in every fiscal year, both non-family corporations and specified family corpora-
tions have a higher proportion of corporations with capital of over 100 million yen than the
average for all corporations. The proportion of non-family corporations with income before
loss carryforward deduction of zero or less is lower than the average for all corporations (see
Table 3), while the proportion is higher for specified family corporations than the average
for all corporations. This is likely due to differences in the environments in which non-fami-
ly corporations and specified family corporations operate. In other words, non-family corpo-
rations, as defined under the Corporate Tax Act, are corporations in which no specific share-
holders hold a majority of their shares. Therefore, they are likely to have a stronger need for
immediate shareholder returns than family corporations and specified family corporations.
Therefore, it is likely that they are required to maximize their current profits (since current
profits cannot be estimated in this paper, income before loss carryforward deduction is used
as a proxy). For this reason, it is likely that the proportion of non-family corporations with
income before loss carryforward deduction of 0 yen or less will be low. Even if a specified
family corporation has capital of over 100 million yen, it is entirely possible that it is an un-
listed corporation, given the shareholder composition by definition.

Table 34. Income before Loss Carryforward Deduction: Non-family and Specified Corporations

Non—family corporations unit: corporations
Income/loss before deduction 2014 2015 2016 2017 2018 2019 2020
Loss > 0 21,397) 20,685[ 20,779] 21,891 22,884 24,490[ 24,198
Loss = 0 636 639 642 181 711 794 711
Income > 0 37,756/ 38, 715[ 39,053] 39,656] 39, 371 40,988 40,424
Share of loss >= 0 36.85% 35.52% 35.42%| 36.38% 37.47% 38.15%[ 38.18%
Share of loss > 0 35.79% 34.45% 34.36% 35.12%| 36.34%| 36.95% 37.00%
Share of loss = 0 1. 06% 1. 06% 1. 06% 1. 25% 1.13% 1. 20% 1.18%
Share of income > 0 63.15%| 64.48% 64.58% 63.62% 62.53% 61.85% 61.82%
Specified family corporations unit: corporations
Income/loss before deduction 2014 2015 2016 2017 2018 2019 2020
loss > 0 17,556] 15,604] 13,772 12,317 11,388] 10,670 9,116
Loss = 0 1,079 942 956 953 941 831 783
Income > 0 21,251 19,252]  17,108] 15,537 13,904] 12.636] 11,630
Share of loss >=0 46. 72%  46.22%  46.26%] 46.07% 47.00% 47.65% 45.98%
Share of loss > 0 44.02%  43.59% 43.26%| 42.76%| 43.41% 44.21% 42.34%
Share of loss = 0 2. 71% 2.63% 3.00% 3.31% 3.59% 3. 44% 3. 64%
Share of income > 0 53.28% 53.78% 53.74% 53.93% 53.00% 52.35% 54.02%

Source: Authors’ calculation
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Table 35 shows the distribution of loss-making corporations and profit-making corpora-
tions for non-family corporations and specified family corporations in terms of income after
loss carryforward deductions. Table 35 shows that in every fiscal year, both non-family cor-
porations and specified family corporations have a higher percentage of corporations with
capital of over 100 million yen than the all-corporate average, but the proportion of
loss-making corporations among non-family corporations is lower than the all-corporate av-
erage (see Table 2), at around 50%, while the proportion among specified family corpora-
tions is higher than the all-corporate average. This is also thought to be due to the fact that
income after loss carryforward deductions is affected by the situation of income before loss
carryforward deductions, as mentioned above.

VII-2. Distribution of Corporate Tax Amount

Finally, let’s look at the amount of corporate tax paid by non-family corporations and
specified family corporations. Table 36 shows the amount of corporate tax paid by loss-mak-
ing corporations and profit-making corporations for non-family corporations and specified
family corporations. As we have seen so far, the amount of corporate tax paid by profit-mak-
ing corporations accounts for almost all of the total corporate tax amount, but specified fam-
ily corporations differ from non-family corporations in that, because they are subject to re-
tained earnings tax, even loss-making corporations with negative income pay corporate tax.

Looking at the amount of corporate tax paid by non-family corporations and specified
family corporations as a percentage of total corporate tax, Table 36 shows that while
non-family corporations account for approximately 20-25%, specified family corporations
account for only around 5%.

Table 35. Profit-making and Loss-making Corporations: Non-family and Specified Corporations

Non-family corporations unit: corporations

2014 2015 2016 2017 2018 2019 2020
Loss > 0 21,397 20,685 20,779] 21,891 22,884 24,490 24,198
Loss = 0 10,984 10,937 10,670/ 10,716] 10,568 11,214 11,339

Total of loss-making corp| 32,381| 31,622 31,449 32,607| 33,452 35,704] 35,537
Total of profit-making corp| 27.408] 28 417] 29,025 29 721 29, 514 30,568] 29,856
Share of loss-making corp|  54.16%| 52.67%] 52.00%| 52.32%] 53.13% 53.87% 54.34%
Share of Loss > 0 35.79%| 34.45%| 34.36%| 35.12% 36.34%| 36.95% 37.00%
Share of Loss = 0 18.37%|  18.22% 17.64% 17.19% 16.78% 16.92%[ 17.34%
Share of profit-making corp|  45.84%| 47.33% 48.00%| 47.68% 46.87% 46.13% 45. 66%

Specified family corporations unit: corporations

2014 2015 2016 2017 2018 2019 2020
Loss > 0 17,556] 15,604 13,772 12,317] 11,388/ 10,670 9,116
Loss = 0 9,888 8,434 7,229 6,335 5,511 4,784 4, 415

Total of loss-making corp 21,444 24,038 21,001 18, 652 16, 899 15, 454 13, 531
Total of profit-making corpl 12, 442{ 11,760] 10,835] 10,155 9,334 8,683 7,998
Share of loss-making corp|  68.81%|  67.15%] 65.97%| 64. 75%  64.42% 64.03%  62.85%
Share of Loss > 0 44.02%|  43.59% 43.26%] 42.76% 43.41% 44.21%]  42.34%
Share of Loss = 0 24.79% 23.56% 22.71% 21.99% 21.01%] 19.82% 20.51%
Share of profit-making corp 31.19% 32. 85% 34.03% 35. 25% 35.58% 35.97% 37.15%

Source: Authors’ calculation
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Table 36. Corporate Tax Amount: Non-family and Specified Corporations

Non—family corporations unit: million yen

2014 2015 2016 2017 2018 2019 2020
Loss > 0 15 54 33 14 32 10 8. 46
Loss = 0 8.75 14. 88 0.15 0 0 0 0.02
Sum of loss-making corp 24 68 33 14 32 10 8.48
Sum of profit-making corp| 2, 455, 593| 2, 453, 696] 2, 260, 150 2, 495, 862| 2, 425, 600] 2, 247, 157[ 2, 097, 305
Total 2,455, 617[2, 453, 764] 2, 260, 183] 2, 495, 876( 2, 425, 632]| 2, 247, 168] 2, 097, 314
Revenue share 25. 25% 24. 30% 22.69% 23.11% 21.39% 21.25% 19. 81%
Specified family corporations unit: million yen

2014 2015 2016 2017 2018 2019 2020
Loss > 0 130 164 95 336 314 131 144
Loss = 0 0.47 2. 41 20 0.07 0.11 0.01 0
Sum of loss-making corp 131 166 116 336 314 131 144
Sum of profit-making corp| 564, 631] 549, 176] 546, 773] 563,801] 565,980] 535,6883[ 535,631
Total 564, 762| 549,343 546,889| 564, 137| 566,294 536,014] 535,775
Revenue share 5. 81% 5. 44% 5. 49% 5.22% 4. 99% 5.07% 5. 06%

Source: Authors’ calculation

VIII. Dynamics of Loss-making and Profit-making Corporations
VIII-1. Transition between Loss-making and Profit-making Corporations

The loss carryforwards detailed in Section VI-3 are expected to accumulate if a corpora-
tion is in the red almost every year. However, it is possible that the deduction cannot be ap-
plied and the deduction deadline will expire. Loss carryforwards are applied when a corpo-
ration eventually becomes profit-making, even if it incurs a loss temporarily. Therefore, this
paper examines when a loss-making corporation becomes profit-making. This paper uses
only seven years of tax return data, so the analysis period is limited to seven years, but it at-
tempts to capture the trends of loss-making corporations.

Corporations with complete data for the seven years from FY2014 to FY2020 were clas-
sified by whether they were loss-making corporations or not, and the results are shown be-
low for the number of years when they were loss-making corporations. Table 37 shows the
distribution of the number of years they were loss-making corporations between FY2014
and FY2020 by capital size. There were 2,105,838 corporations with complete data for the
seven years from FY2014 to FY2020. Of these, approximately 36.5% were loss-making
corporations for all seven years, with the proportion increasing with smaller capital size.
Meanwhile, approximately 14.4 % of corporations have been profit-making corporations for
seven consecutive years, with the proportion decreasing with smaller capital size. Among
corporations with capital of over 100 million yen, the majority have been profit-making cor-
porations for seven consecutive years.

Table 38 also shows the results from the same corporations as in Table 37 (corporations
with data for the seven years from FY2014 to FY2020) to calculate how many years prior to
FY2020 they have been loss-making corporations. According to Table 38, approximately
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Table 37. The Number of Years with Loss: by Capital Size, FY2014-2020

All corporations |Total Capital class
. 10 mil = [100 mil =| 1 bil+

C10miT 1 500 mit | 1 bil
N. of corporations| 2, 105, 838] 1,768, 140 320, 250 12, 488 4,960
] years 36. 52% 38. 75% 25. 86% 6.29% 4. 78%
6 years 10. 16% 10. 80% 7. 00% 3.52% 2.62%
5 years 8. 50% 8. 89% 6. 65% 3.59% 2. 40%
4 years 7.65% 7.85% 6. 79% 4. 35% 2.92%
3 years 1.23% 1.23% 7.28% 6. 49% 5. 00%
2 years 1.21% 6. 93% 8. 58% 9.61% 9. 25%
1 year 8. 35% 7.59% 12. 05% 17. 39% 16. 83%
0 year 14.39% 11.97% 25. 80% 48. 76% 56. 19%

Source: Authors’ calculation

Table 38. The Number of Consecutive Years with Loss: by Capital Size, FY2020

All corporations [Total 1 Ca;?ital 1classI
. Omil =100 mil =] 1 bil+

C10mil | 400 mil | 1 bil
N. of corporations| 2, 105, 838| 1,768, 140[ 320, 250 12, 488 4,960
7 consecutive years 36. 52% 38. 75% 25. 86% 6.29% 4.78%
6 consecutive years 2. 43% 2. 55% 1. 85% 0. 89% 0.77%
5 consecutive years 2. 82% 2. 94% 2.23% 1.09% 0.65%
4 consecutive years 3.23% 3. 36% 2. 60% 1.51% 0.87%
3 consecutive years 3.91% 4. 02% 3.37% 2.53% 1. 90%
2 consecutive years 5. 05% 5.09% 4.87% 4.19% 4.01%
1 year 9.10% 8. 93% 9. 94% 11. 19% 10. 63%
Profit making for all 36. 95% 34. 36% 49. 28% 72.31% 76.41%

Source: Authors’ calculation

36.5% have been loss-making corporations for seven consecutive years, as seen in Table 37.
Only approximately 2.4% have been loss-making corporations for six consecutive years up
to FY2020 (since FY2015) , and the percentage of corporations that have remained
loss-making corporations for two to six consecutive years up to FY2020 is not that high, at
approximately 17.4% . The percentage of corporations that were profit-making in FY2019
but became loss-making corporations in FY2020 (current loss-making corporations) is ap-
proximately 9.1% (these corporations may have been loss-making corporations or prof-
it-making corporations prior to FY2018). Of all corporations with data for the seven years
from FY2014 to 2020, approximately 37.0% were profit-making corporations in FY2020
(these corporations may have been loss-making corporations or profit-making corporations
prior to FY2019). As noted above, this ratio increases with increasing capital.

Being loss-making corporations in consecutive years does not necessarily mean that they
applied loss carryforward deductions in consecutive years. Table 39 shows the distribution
of the number of consecutive years for which a corporation applied a loss carryforward de-
duction. Table 39 also shows the distribution of the number of years for which a corporation
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applied a loss carryforward deduction between FY2014 and 2020, broken down by capital
size. Table 39 shows that, among all corporations, approximately 1.1% applied a loss carry-
forward deduction for all seven years. Because loss carryforward deductions are only avail-
able to corporations with positive income before loss carryforward deductions, the propor-
tion of such corporations is likely low. Approximately 21.2% of all corporations did not
apply a loss carryforward deduction for all seven years, with the proportion increasing with
capital size. This is likely because, as shown in Table 37, the proportion of corporations that
were profit-making for all seven years is higher with larger capital size, and many corpora-
tions do not have loss carryforwards to deduct. On the other hand, among corporations that
did not apply a loss carryforward deduction for all seven years, some had income before
loss carryforward deductions of zero or less for all seven years, making them ineligible for a
loss carryforward deduction.

Table 40 shows that corporations that have applied loss carryforward deductions for sev-
en consecutive years account for approximately 1.1% of all corporations. Even corporations
that have applied loss carryforward deductions for two or more consecutive years account

Table 39. The Number of Years Applying Loss Carryforward Deduction: by Capital Size, FY2014-2020

All corporations [Total Capital class
. 10 mil = [100 mil =| 1 bil+

C10milT 1 500 mit | 1 bil
N. of corporations| 2, 105, 838] 1, 768, 140 320, 250 12, 488 4,960
] years 1. 13% 1. 10% 1.27% 1. 20% 1.29%
6 years 4.06% 4. 08% 4. 04% 2.87% 1. 98%
5 years 8. 77% 9. 04% 7. 54% 4. 48% 4.07%
4 years 14. 35% 15. 02% 11.13% 6. 46% 5. 38%
3 years 17.78% 18. 65% 13. 47% 8. 71% 7.72%
2 years 17.43% 17. 96% 14. 87% 11. 66% 11.07%
1 year 15. 24% 14.97% 16. 65% 16. 45% 19. 40%
0 year 21.23% 19. 18% 31.03% 48.12% 49.11%

Source: Authors’ calculation

Table 40. The Number of Consecutive Years Applying Loss Carryforward Deduction: by Capital Size, FY2020

All corporations [Total Capital class
. 10 mil = {100 mil =| 1 bil+

C10miT 1 400 mit | 1 bil
N. of corporations| 2, 105, 838] 1, 768, 140 320, 250 12, 488 4,960
7 consecutive years 1. 13% 1.10% 1.271% 1.20% 1.27%
6 consecutive years 0. 83% 0.83% 0.79% 0.72% 0. 46%
5 consecutive years 1. 41% 1. 44% 1.22% 1. 08% 0.58%
4 consecutive years 2. 34% 2. 43% 1.90% 1. 24% 1. 03%
3 consecutive years 3.85% 4.06% 2. 80% 1.91% 1.61%
2 consecutive years 7. 24% 7.68% 5.07% 3. 56% 2. 96%
1 year 15. 60% 16. 46% 11.27% 8.01% 8. 47%
Profit making for all 67. 60% 65. 99% 75. 68% 82.29% 83.61%

Source: Authors’ calculation
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for only approximately 16.9%. The proportion decreases as the size of capital increases.
Corporations that do not have loss carryforward deductions for the current fiscal year (2020)
account for approximately 67.5% of all corporations. This includes not only profit-making
corporations with no carryforward losses, but also corporations whose income before loss
carryforward deductions is zero or less and therefore cannot apply loss carryforward deduc-
tions.

VIII-2. Transition between Loss-making and Profit-making Corporations

How do corporations transition between profit-making and loss-making? Table 41 shows
the conditional probability for each year of how they transition from the current fiscal year
to the next fiscal year for all corporations for the current fiscal year. In other words, it is the
proportion of corporations that transition to a certain state in the next fiscal year out of all
corporations that were in a certain state in the current fiscal year, and represents the condi-
tional probability of a corporation being in a certain state. Therefore, for a certain state in
the current fiscal year (rows in the Table), the total proportion of all states that can occur in
the next fiscal year equals 100%. In Markov chain terms, this can be called the transition
probability.

The composition ratios in Table 41 refer to the proportion of corporations in the corre-
sponding state among all corporations with tax returns filed for the current fiscal year, plus
corporations that did not exist in the current fiscal year but exist in the next fiscal year. For
the following fiscal year, the proportion refers to all corporations with tax returns filed, plus
corporations that existed in the current fiscal year but do not exist in the following fiscal
year. Here, “non-existent” refers to corporations that did not file tax returns for the current
fiscal year. “Non-existent” corporations include not only corporations that cease to exist due
to bankruptcy or merger, but also corporations that are closed, in liquidation, or have be-
come consolidated corporations. Since FY2020 is the final fiscal year in our data, and data
for the next year are not available, the figures show the results for FY2014 through FY2019.

Table 41 presents that, for example, for FY2014, the proportion of corporations that
were profit-making in FY2014 out of all corporations that existed in either FY2014 or
FY2015 was approximately 32.02%, and the proportion of corporations that were prof-
it-making in FY2014 that were also profit-making in FY2015 was approximately 79.21%.*
Among corporations that were profit-making in FY2014, the proportion of corporations that
became loss-making corporations in FY2015, with positive income before loss carryforward
deductions but zero income, was approximately 0.17%, the proportion of corporations that
became loss-making corporations in FY2015, with income before loss carryforward deduc-
tions of zero or less, was approximately 19.40%, and the proportion of corporations that did
not file corporate tax returns for FY2015 was approximately 1.23%.

' Doi, Bessho, and Mori (2023) made this transition probability calculable by showing the probability of occurrence as the
proportion of corporations facing the event among all corporations existing in both years.
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Table 41. Transition Probability Matrix Across Profit-making and Loss-making Corporations

All corporations unit: %
FY2014 Next year
Profit Loss Non-
A B existent
Share 33.871  25.58] 37.31 3.1
o |Profit-making Corporations 32. 02| 79.21 0.17] 19.40 1.23
§ Loss—making Corporations A: Income = 0 26. 81 13.43 51.83 31.99 2.75
5|Loss—making Corporations B: Income < 0 36. 53 8.76] 30.91] 54.72 5. 62
< [Non-existent 4.65 36. 88 7.34] 55.78
FY2015 Next year
Profit Loss Non-
A B existent
Share 35. 04 24.82]  36.92 3.22
2 Profit-making Corporations 33.53||  79.24 0.16 19. 41 1.19
o|Loss—making Corporations A: Income = 0 25.23|| 13.42f 52.35] 31.31 2.91
s |Loss-making Gorporations B: Income < 0 36.75 8.94 30. 86 54.53 5.67
< [Non-existent 4.49 40.09 4.78 55.13
FY2016 Next year
Profit Loss Non-
A B existent
Share 36. 00 24 48]  36.32 3.19
B Profit-making Corporations 34. 64 79. 44 0.17 19.17 1.22
&|Loss—making Corporations A: Income = 0 24.52| 13.39] 52.64] 31.02 2.95
5|Loss-making Corporations B: Income < 0 36. 40 9.29 31.09 53.99 5.62
< [Non-existent 443 40.97 4.36]  54.67
FY2017 Next year
Profit Loss Non-
A B existent
Share 36.48] 23 69 36. 63 3.20
+ Profit-making Corporations 35.62 79.13 0.16 19.47 1.23
&|Loss—making Corporations A: Income = 0 24.25( 13.32| 52.19] 31.47 3.02
s [Loss-making Gorporations B: Income < 0 35. 88 9.32] 30.10] 54.92 5. 65
< |Non-existent 4.25| 40.56 4.13] 55.32
FY2018 Next year
Profit Loss Non-
A B existent
Share 36.931  23.04] 36.7/5 3.29
2 Profit-making Corporations 36. 01 78.18 0.15 19.78 1.29
®|Loss-making Corporations A: Income = 0 23.45 13.90] 51.28] 31.60 3.22
5 |Loss-making Gorporations B: Income < 0 36. 17 9.70] 29.78] 54.80 5.72
< [Non-existent 4.36 40. 98 4.26 54.76
FY2019 Next year
Profit Loss Non-
A B existent
Share 36.25] 22.3 37.63 3. 81
2 Profit-making Gorporations 36.45] 74.18 0.14] 23.98 1.70
&|Loss—making Corporations A: Income = 0 22.817 15.24 47.70 33. 47 3.59
5 |Loss-making Corporations B: Income < 0 36.47| 10.73[ 30.70] 52.08 6.49
< [Non-existent 4.20)] 43.08 3. 61 53. 31

Note: Loss-making corporations A are those whose income before loss carryforward deduction is positive and
income after deduction is zero. Loss-making corporations B are those whose income before loss carryforward
deduction is negative.

Source: Authors’ calculation
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Table 41 shows that the diagonal elements of the Table have high probabilities for every
fiscal year, with the exception of “non-existent” corporations. This means that there is a high
probability that the state of the next fiscal year remains unchanged from the current fiscal
year. In other words, profit-making corporations are likely to remain profit-making in the
next fiscal year, while loss-making corporations are likely to remain loss-making in the next
fiscal year. During this period, the proportion of loss-making corporations with positive in-
come before loss carryforward deductions but zero yen in income in the current fiscal year
that also remained loss-making in the next fiscal year was approximately 52% except for
FY2020. The proportion of loss-making corporations with income before loss carryforward
deductions of zero yen or less in the current fiscal year that also remained loss-making in the
next fiscal year was approximately 54%. In contrast, the proportion of profit-making corpo-
rations in the current fiscal year that remained profit-making in the next fiscal year was ap-
proximately 79% except for FY2020, indicating a high transition probability.

Of course, it is possible for a corporation that is temporarily in the red to become a prof-
it-making corporation. What is the probability of this happening? For example, in FY2014,
the probability that a loss-making corporation with positive income before loss carryforward
deductions but zero income in FY2014 becomes a profit-making corporation in FY2015 is
approximately 13.4%, and the probability that a loss-making corporation with negative in-
come before loss carryforward deductions in FY2014 becomes a profit-making corporation
in FY2015 is approximately 8.8%.

Here FY2014 was used as an example, but Table 41 shows that the trend is roughly the
same for fiscal years 2015 to 2019.

We examine the inter-year transition probability between profit-making and loss-making
corporations, dividing them into those with capital of 100 million yen or less and those with
capital of over 100 million yen. Table 42 shows the inter-year transition probability, focus-
ing only on corporations with capital of 100 million yen or less. Table 43 shows the transi-
tion probability for corporations with capital of over 100 million yen. Comparing Tables 42
and 43, in both cases, the diagonal elements of the Tables are high for every fiscal year, ex-
cept for “non-existent.” This is the same as Table 41. The transition probability for a prof-
it-making corporation to continue to be profit-making is higher for corporations with capital
of 100 million yen or less in Table 42 (for example, approximately 74.1% in FY2020) is
lower compared to the 80% range for corporations with capital of over 100 million yen in
Table 43 (for example, approximately 82.8% in FY2020). This is consistent with the com-
parison of Tables 6 and 14, which shows that the proportion of profit-making corporations is
higher for corporations with capital of over 100 million yen than for corporations with capi-
tal of 100 million yen or less.

VIII-3. Capital Increases and Decreases of Loss-making and Profit-making Corpo-
rations

As seen in Table 1, the number of corporations with capital of over 100 million yen de-
creased during the analyzed period. This may be because corporations with capital of over



Policy Research Institute, Ministry of Finance, Japan, Public Policy Review, Vol.22, No.1, March 2026

69

Table 42. Transition Profitability Matrix Across Profit-making and Loss-making Corporations with Capital of 100 Million or Less

Corporations with capital of 100 million yen or less (or unknown) unit: %
FY2014 Next year
Profit Loss Non-
A B existent
Share 33.52] 257 31.5 3.18
2 Profit-making Corporations 31.64/ 79.04 0.16 19.6 1.20
o |Loss-making Corporations A: Income = 0 27.03 13.42( 51.83] 32.00 2.75
5|Loss—making Corporations B: Income < O 36. 66 8.63] 31.04] 54.72 5. 61
< [Non-existent 4.67 36. 89 7.36 55.75
FY2015 Next year
Profit Loss Non-
A B existent
Share 34,71 25 01 37.06 3.22
+ Profit-making Corporations 33.17][_79.06 0.15 19. 61 1.18
o|Loss—making Corporations A: Income = 0 25.43 13.42 52.35 31.32 2.91
5 |Loss—making Corporations B: Income < 0 36. 89 8.84[ 30.98] 54.51 5. 67
S |Non-existent 4.51]  40.11 4.79]  55.11
FY2016 Next year
Profit Loss Non-
A B existent
Share 35.69] 24 66 36. 46 3.19
+|Profit-making Corporations 34. 31 19.27 0.16) 19.36 1.20
o|Loss—making Corporations A: Income = 0 24. 71 13.38] 52.64] 31.02 2.95
5 [Loss-making Gorporations B: Income < 0 36. 53 9.20[ 31.21 53.97 5.62
< |Non-existent 4,46l  41.00 4.37]  54.62
FY2017 Next year
Profit Loss Non-
A B existent
Share 36.20] 23 85] 36. /4 3.20
2 Profit-making Corporations 35.30| _78.98 0.16 19. 64 1.22
o [Loss-making Corporations A: Income = 0 24. 43 13.31] 52.19] 31.48 3.02
5 |Loss-making Corporations B: Income < 0 36.00[ 9.25] 30.21| 54.89 5. 65
S |Non-existent 4.27]  40.59 4.14] 55.28
FY2018 Next year
Profit Loss Non-
A B existent
Share 36.671 23 19| 36.84 3.29
+ Profit-making Corporations 35.73 18. 65 0.15 19.93 1.21
©|Loss—making Corporations A: Income = 0 23.61)( 13.90f 51.28] 31.60 3.22
s [Loss-making Gorporations B: Income < 0 36. 28 9.63 29.89 54.76 5.72
< |Non-existent 4.38)]  41.02 4.27]  54.71
FY2019 Next year
Profit Loss Non-
A B existent
Share 36.03] 22 4 37.10 3. 81
2 Profit-making Gorporations 36.19|| 74.05 0.14 24.12 1.69
®|Loss-making Corporations A: Income = 0 23.02 15.24] 47.70] 33.47 3.59
5 |Loss—making Corporations B: Income < 0 36.56| 10.67] 30.82] 52.02 6.49
< [Non-existent 4,221  43.12 3.62] 53.27

Note: Loss-making corporations A are those whose income before loss carryforward deduction is positive and
income after deduction is zero. Loss-making corporations B are those whose income before loss carryforward
deduction is negative.

Source: Authors’ calculation
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Table 43. Transition Probability Matrix Across Profit-making and Loss-making Corporations with Capital of over 100 Million

Corporations with capital of over 100 million yen unit: %
FY2014 Next year
Profit Loss Non-
A B existent
Share 71.88 3.65] 21.08 3.40
2 Profit-making Corporations 72,79 87.30 0.78 9.50 2.42
©|Loss-making Corporations A: Income = 0 2.6 20. 21 53.69 22. 71 3.39
5|Loss—making Corporations B: Income < 0 22.51)| 31.46 6.93] 54.77 6.84
< |Non-existent 1.94f[ 35.50 2.10]  62.39
FY2015 Next year
Profit Loss Non-
A B existent
Share 12.54 3. 46 21.07 2.93
+[Profit-making Corporations 73.90] 88.15 0. 66 9.33 1.87
o|Loss-making Corporations A: Income = 0 2.82  20.36 51.95] 23.80 3.89
5 |Loss—making Corporations B: Income < 0 21.59 28.85 6.82] 57.66 6. 68
S|[Non-existent 1.70 35.57 2.24]  62.19
FY2016 Next year
Profit Loss Non-
A B existent
Share 12. 86 3.531  20.49 3. 11
2 Profit-making Corporations 74. 13| 88.76 0.68 8.31 2.19
o|Loss—making Corporations A: Income = 0 2.69 17.15 53.72 25.40 3.72
5|Loss-making Corporations B: Income < 0 21.48| 28.37 1.28 57.89 6.47
< [Non-existent 1.70[ 30.00 1.03]  68.97
FY2017 Next year
Profit Loss Non-
A B existent
Share 71. 66 3. 49 22.18 2.67
2 Profit-making Gorporations 74. 37 87.90 0. 64 9.58 1.88
o|Loss—making Corporations A: Income = 0 2.75 19.35 53.17 25.37 2.11
5 [Loss-making Gorporations B: Income < 0 20.97) 24.60 1.25] 62.39 5. 76
< [Non-existent 1.91 31.78 1.40 66. 82
FY2018 Next year
Profit Loss Non-
A B existent
Share 69. 61 3.09] 2425 3.05
+ Profit-making Corporations 73. 14| 86.66 0.40 10. 80 2.14
o|Loss—making Corporations A: Income = 0 2.59 17.79] 50.18] 27.76 4.2]
% |Loss—-making Corporations B: Income < 0 22. 49| 23.45 6.52]  63.92 6.11
S [Non-existent 1. 77 27.60 1.56] 70.83
FY2019 Next year
Profit Loss Non-
A B existent
Share 65. 48 3.0 28. 15 3. 29
2 Profit-making Corporations 71.05|  82.71 0. 46 14.53 2. 24
®|Loss-making Corporations A: Income = 0 2.52[  21.72]  47.57 26.59 4.12
5 |Loss—making Corporations B: Income < 0 24.76( 22.63 6.22| 64.67 6.47
< |Non-existent 1.68|[ 30.90 0.84] 68.26

Note: Loss-making corporations A are those whose income before loss carryforward deduction is positive and
income after deduction is zero. Loss-making corporations B are those whose income before loss carryforward
deduction is negative.

Source: Authors’ calculation
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100 million yen reduced their capital. Did loss-making corporations reduce their capital in
line with their business realities? Or did profit-making corporations reduce their capital in
light of tax reforms, etc.? In this section we clarify this by looking at the inter-year transition
probability from the current fiscal year to the next fiscal year as in the previous section.

Table 44 shows how the number of corporations has changed by capital size for all cor-
porations. In the Table below, if the figure is exactly 100%, it is written as “100”, and if it is
exactly 0%, it is written as “0”. “0.00” means that the figure is over 0%, but when rounded
to two decimal places, it becomes 0.00%.

Given that the corporate tax system differs between corporations with capital of 100 mil-
lion yen or less and corporations with capital of over 100 million yen, five possible states
are considered here : capital of over 100 million yen, capital of 100 million yen, capital of 0
yen to less than 100 million yen, unknown, and non-existent. For example, for corporations
that existed in FY2014, the transition probability of a corporation with capital of 0 yen to
less than 100 million yen (“Capital less than 100 million yen” in Table 44) remaining in
FY2015 with capital of 0 yen to less than 100 million yen is approximately 96.06%. This
transition probability matrix shows that, with the exception of “unknown” and “non-exis-
tent,” the diagonal elements of the Table have high probabilities for all years. In other
words, there is a high probability that the state of the corporation in the next fiscal year will
remain unchanged from the current fiscal year.

Based on this, the transition probability of a corporation with capital of over 100 million
yen in FY2014 becoming a corporation with capital of equal to or less than 100 million yen
in FY2015 is calculated to be approximately 3.67 % (= 1.57 + 2.10 + 0). The number of cor-
porations that fell into this category from FY2014 to FY2015 was 888. These are shown in
the right-hand column of Table 44. Similarly, calculations were performed for other fiscal
years, and Table 44 shows that the probability that a corporation with capital of over 100
million yen would fall to a corporation with capital of equal to or less than 100 million yen
the next fiscal year ranged from just under 4% to just over 5% for each fiscal year during the
analyzed period. In terms of the number of corporations, this ranges from just under 900 to
just under 1,100. This is the result for all corporations.

What is the probability of this inter-year transition for profit-making corporations? Table
45 examines this. Table 45 shows that, if we limit the data to corporations that were prof-
it-making in the current fiscal year, the transition probability for corporations with capital of
over 100 million yen to have capital of equal to or less than 100 million yen in the next fis-
cal year was around 3% for each fiscal year, and the number of corporations was from 400
to just over 500 in our analyzed period. Table 46, on the other hand, looks at the same for
loss-making corporations. Table 46 shows that, if we limit the data to corporations that were
loss-making in the current fiscal year, the probability for corporations with capital of over
100 million yen to have capital of equal to or less than 100 million yen in the next fiscal
year was approximately 6.0% in FY2014, fluctuating and gradually rising to approximately
10.8% in FY2019, and the number of corporations increased from just under 400 to just
over 500.
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Table 44. Transition Probability Matrix Across Capital Size

All corporations unit: %
FY2014 Next year > 100 mil
Capital class > 100 mil [= 100 mil [< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 0.86 0.35 95. 05 0.00 3.13| 3.67
4_,> 100 mil 0.89 92. 47 1.57 2.10 0 3.85] (888)
S|=_100 mil 0.34 0.80 94.47 0.60 0 4.13
<1< 100 mi | 94. 15 0.02 0.01 96. 06 0.00 3.91
3 [Unknown 0.00 0 0 100 0 0.00
Non-existent 462 0.38 0.23 99. 39 0
FY2015 Next year > 100 mil
Capital class > 100 mil|= 100 mil [< 100 mil| Unknown |Non-existent|to <= 100 mil
Share 0.85 0.38 98.28 0.00 0.49] 4.06
> 100 mil 0.86 95. 64 1. 91 2.15 0 0.30]  (921)
%': 100 mil 0.35 0.69 98. 14 0.67 0 0.50
<< 100 mil 94. 18 0.02 0.01 99. 46 0.00 0.51
3 [Unknown 0.00 0 0 100 0 0.00
Non-existent 4. 61| 0.33 0.23 99.45 0
FY2016 Next year > 100 mil
Capital class > 100 mil[= 100 mil[< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 0.82 0.39 98.40 0.00 0.39] 4.07
> 100 mil 0.82 95. 69 1.80 2.21 0 0.25] (891)
E = 100 mil 0.37 0.62 98. 33 0.69 0 0.36
<< 100 mi | 94. 25 0.02 0.01 99. 56 0.00 0.41
3 [Unknown 0.00 0 0 100 0 0.00
Non-existent 4. 56( 0.32 0.21 99. 47 0
FY2017 Next year > 100 mil
Capital class > 100 mil[= 100 mil < 100 mil| Unknown [Non-existent|to <= 100 mil
Share 0.79 0.41 98.46 0.00 0.35] 5.04
B > 100 mi | 0.79 94. 69 2.03 3.01 0 0.27] (1078)
c[= 100 mi| 0.38 0. 71 98.12 0.90 0 0.27
<1< 100 mi | 94. 45 0.02 0.01 99. 60 0.00 0.36
3 [Unknown 0.00 0 0 100 0 0.00
Non-existent 4. 38 0.36 0.24 99. 40 0
FY2018 Next year > 100 mi l
Capital class > 100 mil|= 100 mil|< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 0.76 0.42 98. 50 0 0.32] 4.45
> 100 mil 0.76 95. 29 2.05 2. 40 0 0.26]  (921)
2:';: 100 mil 0.39 0.87 97. 66 1.20 0 0.27
=< 100 mi | 94. 35| 0.02 0.01 99. 63 0 0.34
3 [Unknown 0. 00| 0 0 100 0 0.00
Non-existent 450 0.31 0.22 99. 47 0
FY2019 Next year > 100 mil
Capital class > 100 mil|= 100 mil|< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 0.73 0.43 98.40 0.00 0.44] 5.09
> 100 mil 0.73 94. 62 2.48 2. 60 0.00 0.29] (1029)
:lc';: 100 mil 0.40 0.88 97.27 1. 61 0 0.24
=< 100 mil 94. 51 0.02 0.01 99. 51 0.00 0.46
3 |Unknown of 0 0 0 0 0
Non-existent 435 0.30 0.21 99. 49 0

Note: Figures in the parenthis represents the number of corporations
Source: Authors’ calculation
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Table 45. Transition Probability Matrix Across Capital Size: Loss-making Corporations

Profit-making corporations unit: %
FY2014 Next year > 100 mil
Capital class > 100 mil[= 100 mil [< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 1.89 0.60 96. 10 0.00 1.4 2.85
> 100 mi | 1. 96 94.53 1. 31 1.53 0 2.63]  (510)
40:'; =100 mil 0.57| 0. 61 96. 30 0.40 0 2.68
=< 100 mil 92. 40| 0.02 0.01 98.52 0.00 1.45
3 [Unknown 0. 00|l 0 0 100 0 0.00
Non-existent 5.07| 0.37 0.23 99. 40 0
FY2015 Next year > 100 mil
Capital class > 100 mil]|= 100 mil[< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 1.79 0. 61 97.39 0.00 0.21 2.99
> 100 mil 1.81 96. 89 1.52 1. 46 0 0.13] (514)
*q:'; =100 mil 0.57| 0.59 98.77 0.31 0 0.33
=< 100 mil 92.48 0.02 0.01 99.75 0.00 0.22
3 |Unknown 0. 00; 0 0 100 0 0
Non-existent 5. 14 0.29 0.18 99.53 0
FY2016 Next year > 100 mil
Capital class > 100 mil|= 100 mil|< 100 mil| Unknown |Non-existent|to <= 100 mil
Share 1.66 0.62 97.52 0 0.20] 2.72
> 100 mil 1. 68 97.18 1.37 1.35 0 0.10] (453)
% =100 mil 0. 58 0.38 99.02 0.38 0 0.21
=< 100 mil 92. 71| 0.02 0.01 99.76 0 0.21
3 |Unknown 0. 00| 0 0 100 0 0
Non-existent 5.03| 0.23 0.20 99. 56 0
FY2017 Next year > 100 mil
Capital class > 100 mil[= 100 mil [< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 1.57 0.64 97.62 0.00 0.18 3.20
> 100 mil 1.59 96. 66 1.48 1.72 0 0.15] (522)
:c'; =100 mil 0. 60| 0.42 98. 84 0.65 0 0.08
=< 100 mil 93. 15| 0.02 0.02 99.78 0.00 0.19
3 |Unknown 0. 00|| 0 0 0 0 0
Non-existent 4. 66| 0.28 0.20 99.52 0
FY2018 Next year > 100 mil
Capital class > 100 mil|= 100 mil[< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 1.46 0.65 97.72 0 0.17 2.65
4_,>100 mi | 1. 48 97.19 1.35 1.30 0 0.17] _411)
< |=_100 mil 0. 61 0.40 98. 44 1.02 0 0.14
= [< 100 mil 93.13 0.02 0.02 99.79 0 0.18
3 |Unknown 0.00 0 0 100 0 0
Non-existent 4.78| 0.21 0.16 99. 63 0
FY2019 Next year > 100 mil
Capital class > 100 mil 100 mil [< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 1.35 0.64 97.76 0.00 0.25 2.99
> 100 mi | 1.37 96. 89 1. 61 1.38 0.01 0.12] (441)
gz 100 mi | 0. 61 0.47 98. 36 1.02 0 0.14
= [< 100 mil 93.23 0.01 0.01 99. 71 0.00 0. 26
3 |Unknown 0 0 0 0 0 0
Non-existent 4. 80| 0.21 0.16 99. 63 0

Note: Figures in the parenthis represents the number of corporations
Source: Authors’ calculation
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Table 46. Transition Probability Matrix Across Capital Size: Loss-making Corporations

Loss-making corporations unit: %
FY2014 Next year > 100 mil
Capital class > 100 mil|= 100 mil|< 100 mil| Unknown |Non-existent|to <= 100 mil
Share 0.34 0.23 94.52 0 4.91 6.03
> 100 mil 0.35 86. 61 2. 31 3.72 0 7.35]  (378)
§= 100 mi | 0.22 1.04 92.10 0.86 0 6.00
=< 100 mi 95. 03 0.02 0.01 94.85 0 5.12
3 |Unknown 0.00 0 0 100 0 0
Non-existent 4. 39 0.39 0.23 99. 38 0
FY2015 Next year > 100 mil
Capital class > 100 mil[= 100 mil[< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 0.33 0.25 98. 11 0.00 0.65 1.45
> 100 mi | 0.32 91. 11 3.13 4.32 0 0.84| (407)
*%: 100 mi | 0.23 0.82 97.21 1.16 0 0.75
=< 100 mi 95.13 0.02 0.01 99. 30 0.00 0.68
3 |Unknown 0 0 0 0 0 0
Non-existent 4.32) 0.35 0.25 99.39 0
FY2016 Next year > 100 mil
Capital class > 100 mil 100 mil [< 100 mil | Unknown |Non-existent|to <= 100 mil
Share 0. 33 0.26 98. 91 0.00 0.50 8.35
> 100 mil 0.31 90. 94 3.16 5.19 0 0.7 (438)
%': 100 mi | 0.24 0.96 97.35 1.11 0 0.57
=< 100 mi 95. 16 0.02 0.01 99. 45 0.00 0.52
3 |Unknown 0.00 0 0 100 0 0
Non-existent 4.28) 0.38 0.21 99. M1 0
FY2017 Next year > 100 mil
Capital class > 100 mil[= 100 mil < 100 mil| Unknown [Non-existent|to <= 100 mil
Share 0.31 0.27 98.98 0.00 0.45[ 11.00
- > 100 mil 0.30 88.32 3. 84 7.16 0 0.67] (556)
S|=_100 mil 0.24 1.13 97. 04 1.28 0 0.54
=< 100 mi 95. 26 0.02 0.01 99. 50 0.00 0.47
3 |Unknown 0.00 0 0 100 0 0
Non-existent 4. 20| 0.42 0.26 99.32 0
FY2018 Next year > 100 mil
Capital class > 100 mil 100 mil [< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 0.32 0.28 98. 98 0 0.42 9.92
> 100 mil 0. 31 89.54 4.18 5. 74 0 0.54] (510)
E: 100 mi | 0.25 1.58 96. 49 1.46 0 0.47
=< 100 mi 95.12 0.02 0.01 99.53 0 0.44
3 [Unknown 0.00 0 0 100 0 0
Non-existent 432 0.38 0.26 99.35 0
FY2019 Next year > 100 mil
Capital class > 100 mil|= 100 mil [< 100 mil | Unknown [Non-existent|to <= 100 mil
Share 0.33 0.30 98.82 0.00 0.56[ 10.76
> 100 mil 0.32 88. 51 4.85 5.91 0 0.73]  (588)
§ = 100 mi | 0.27 1.46 95. 69 2.45 0 0.39
=< 100 mi 95.34 0.02 0.01 99. 38 0.00 0.59
3 |Unknown 0 0 0 0 0 0
Non-existent 4. 06| 0.36 0.25 99.39 0

Note: Figures in the parenthis represents the number of corporations

Source: Authors’ calculation
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Tables 44 to 46 show that during the analyzed period, the number of corporations with
capital of over 100 million yen in the current fiscal year that fall to less than 100 million yen
in the next fiscal year has been increasing year by year among loss-making corporations. In
the most recent period, it was confirmed that more than 10% of loss-making corporations
with capital of over 100 million yen reduced their capital to equal to or less than 100 million
yen in the next fiscal year. In summary, the transition probability of a corporation with capi-
tal of over 100 million yen reducing its capital to equal to or less than 100 million yen in the
next fiscal year is higher for loss-making corporations during this period. Meanwhile, while
profit-making corporations that reduced their capital outnumbered until FY2016, loss-mak-
ing corporations have been outnumbered since FY2017.

One of the motivations for capital reductions by corporations with capital over 100 mil-
lion yen is often said to be to remove themselves from the target of size-based business tax-
ation. Table 47 shows the probability of inter-year transitions, focusing only on size-based-

Table 47. Transition Probability Matrix Across Capital size: Size-based-taxed Corporations

Size-based-taxed corporations unit: %
FY2014 Next year > 100 mil
Capital class > 100 mil|= 100 mil|< 100 mil| Unknown [Non-existent|to <= 100 mil
Share 92.55 .19 2.20 0 3.46] 4.05
£]> 100 mil 98. 50 92.43 .81 2.24 0 3.52| (815)
5 |Non-existent 1. 50] 100 0 0 0
FY2015 Next year > 100 mil
Capital class > 100 mil|= 100 mil [< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 95.32 2. 11 2.28 0 0.28] 4.46
£[> 100 mil 98 57 95. 26 2.14 2. 31 0 0.29] (840)
5 [Non-existent 1. 43 100 0 0 0
FY2016 Next year > 100 mi |
Capital class > 100 mil]|= 100 mil[< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 95. 36 2.02 2. 36 0 0.26] 4.44
£[>_100 mi 9867 95.30 2.04 2.40 0 0.26|  (804)
3 [Non-existent 1. 38 100 0 0 0
FY2017 Next year > 100 mil
Capital class > 100 mil]= 100 mil [< 100 mil | Unknown [Non-existent|to <= 100 mil
Share 94.18 2.30 3. 28 0 0. 24 5.67
£[> 100 mil 98. Cq| 94. 09 2.34 3.33 0 0. 24 (997)
élNon—existent 1. 64 100 0 0 0
FY2018 Next year > 100 mi |
Capital class > 100 mil]|= 100 mil [< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 94,91 2.29 2.58 0 0.22] 4.94
£[> 100 mi| 98 61 9484 2.32 2.62 0 0.22] (836)
élNon—existent 1.39 100 0 0 0
FY2019 Next year > 100 mi l
Capital class > 100 mil]|= 100 mil [< 100 mil [ Unknown [Non-existent|to <= 100 mil
Share 94.10 2.87 2.179 0.0 0. 24 5.73
£[> 100 mil 9878 94 02 2.91 2.82 0.0 0.24] (945)
§|Nonfexistent 1.22 100 0 0 0

Note: Figures in the parenthis represents the number of corporations
Source: Authors’ calculation
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taxed corporations. Using a similar method, Table 47 shows that the transition probability of
a size-based-taxed corporation having capital of equal to or less than 100 million yen in the
next fiscal year was approximately 4.1% in FY2014, fluctuating and gradually increasing to
approximately 5.7% in FY2019 during the period covered by this paper. Comparing this
with Table 44, we can see that the majority of corporations with capital over 100 million yen
in the current fiscal year that fall to equal to or less than 100 million yen in the next fiscal
year are size-based-taxed corporations. As shown in Tables 45 and 46, corporations that re-
duce their capital in this way are often loss-making corporations. As shown in Table 6, even
among corporations with capital over 100 million yen, nearly 30% are loss-making corpora-
tions, although the percentage is lower than for corporations with capital under 100 million
yen.

Tables 44-46 also show the transition probability of corporations with capital of 100
million yen or less increasing their capital to over 100 million yen. Table 44 shows that for
corporations with capital between 0 yen and 100 million yen in the current fiscal year, the
transition probability to the same category in the next fiscal year is over 96% in every fiscal
year, and over 99% since FY2015. We can confirm that the transition probability of increas-
ing capital to over 100 million yen never exceeds 0.03%. This is also true for corporations
with capital of 100 million yen. We can also confirm that this trend remains the same when
we divide the data into profit-making corporations and loss-making corporations. Therefore,
during the analyzed period, it was rare for corporations with capital of 100 million yen or
less to increase their capital to over 100 million yen in the next fiscal year.

We have looked at the transitions between neighboring fiscal years from 2014 to 2019.
Table 48 shows the transitions from the FY2014 state to the FY2020 state. The transition
probability matrix shown in Table 48 was calculated by sequentially multiplying the transi-
tion probability matrices from the current fiscal year state to the next fiscal year state from
FY2014 to FY2019 shown in Table 44 for five states: capital over 100 million yen, capital
100 million yen, capital between 0 yen and 100 million yen, unknown, and non-existent. As
a result, the transition probability matrix in Table 48 represents the probability of transition-
ing from the FY2014 state to the FY2020 state. Therefore, in each transition probability ma-
trix, the sum of the probabilities of all states up to FY2020 for each FY2014 state (summed

Table 48. Transition Probability Matrix Across Capital Size: FY2014-2020

unit: %
All corporations
FY2020 FY2019 FY2018 FY2017 FY2016 FY2015
Capital class|> 100 mil [= 100 mil [< 100 mil [ Unknown [Non-existent|Non-existent|Non—existent|Non—existent|Non—existent|Non-existent
> 100 m 72.44 9.65 12.70 0.00 0.29 0.26 0.26 0.2 0.30 3.85
=100 m 3.74 85.18 5.38 0.00 0.24 0.26 0.25 0.34 0.48 4.13
KK 100 m 0.10 0.06 93.94 0.00 0.44 0.32 0.35 0.39 0.49 3.91
& [Unknown 0.09 0.05 97.79 0.00 0.45 0.33 0.36 0. 4 0.5 0
New 0.40 0.30 97. 24 0.00 0.45 0.33 0.36 0. 4 0.5
ew_in FY2015 0.35 0.28 97.8 0.00 0. 46 0.34 0.36 0. 4
ew_in FY2016 0.34 0.25 98. 26 0.00 0. 46 0. 34 0.36
ew_in FY2017 0.37 0.27 98.57 0.00 0. 46 0.34
ew in FY2018 0.32 0.23 98.99 0.00 0. 46
New in FY2019 0.30 0.21 99.49 0

Source: Authors’ calculation
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row-wise) is 100%. Table 48 shows that, for example, the transition probability that a corpo-
ration with capital of over 100 million yen in FY2014 remains a corporation with capital of
over 100 million yen in FY2020 is approximately 72.44%. In a Markov process-based un-
derstanding, the state of capital from FY2015 to FY2019 is irrelevant. In all transition prob-
ability matrices, the probabilities of the diagonal elements (excluding unknown and absent)
are high. This means that the probability of remaining at the same capital size is high. The
probabilities of the diagonal elements are higher for corporations with capital of less than
100 million yen than for corporations with capital of over 100 million yen.

Table 48 also suggests the survival rate for corporations that existed in FY2014 to exist
through FY2020. The survival rate for corporations with capital of over 100 million yen in
FY2014 (regardless of capital size) through FY2020 was approximately 94.8% (= 72.44 +
9.65 + 12.70 + 0.00). Similarly, the survival rate for corporations with capital of 100 million
yen in FY2014 through FY2020 was 94.3%, and the survival rate for corporations with cap-
ital of less than 100 million yen through FY2020 was 94.1%. Considering that this analysis
is based on the universe of corporate tax returns, this analysis shows that the survival rate
for corporations with capital of over 100 million yen is slightly higher than that for corpora-
tions with capital of less than 100 million yen.

Table 48 also shows that among corporations newly established between FY2014 and
2019, approximately 0.4% will cease to exist each year. The majority of newly established
corporations have capital of less than 100 million yen, with just over 0.3% becoming corpo-
rations with capital of over 100 million yen. This also shows that the transition probability
does not necessarily increase with the number of years since establishment.

IX. Conclusion

We used tax records obtained from Appended Table 1(1) of the corporate tax return to
analyze the loss-making corporations from FY2014 to FY2020. Although there are limits to
what can be analyzed from Appended Table 1(1) of the corporate tax return alone, we were
able to shed some light on the current status of loss-making corporations that are not pub-
lished in the National Tax Agency Annual Statistics Report or the Corporation Sample Sur-
vey.

The results of this analysis, which uses data on all corporations available for this study
(excluding corporations suspended or in liquidation, consolidated corporations, and foreign
corporations), are summarized as follows: Based on the statistics of loss-making corpora-
tions, we present the number of loss-making corporations, and the distribution of loss
amounts by loss amount bracket. This confirms that corporations appear to be bunching
around zero loss amounts (income amounts). We also reveal that corporations resulting in
zero loss amounts (income amounts) after applying loss carryforward deductions are more
prevalent among corporations with capital of 100 million yen or less and less prevalent
among corporations with capital of over 100 million yen. This is thought to be related to the
fact that the loss carryforward deduction limit is set only for corporations with capital of
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over 100 million yen. In other words, for corporations with capital of over 100 million yen,
there is a limit on the loss carryforward deduction, so even if they have a carryforward loss
(amount carried over to the next period), they cannot fully deduct their income before the
loss carryforward deduction, and taxable income remains, but for corporations with capital
of 100 million yen or less, there is no limit on deductions, so they can fully deduct their in-
come before the loss carryforward deduction and reduce the loss amount (income amount)
to zero.

Furthermore, we clarified the extent to which loss-making corporations and profit-mak-
ing corporations have carried forward losses and the extent to which they have applied cur-
rent-period deductions. It became clear that the distribution of loss-making corporations is
influenced by the amount of loss carryforward deductions. By analyzing by capital class and
industry, we were able to examine their characteristics.

Loss carryforwards are also affected by the business cycle. In particular, the period ana-
lyzed in this study overlapped with periods of economic recovery, with the exception of
FY2020, and the results indirectly suggest that corporations that have used up their loss car-
ryforwards turned from loss-making corporations to profit-making corporations.

The paper also provides a distribution of the number of corporations by the number of
years they became loss-making corporations and the number of consecutive years they be-
came loss-making corporations over the seven-year period from FY2014 to FY2020. The
results show that corporations that became loss-making corporations for seven consecutive
years accounted for approximately 36.5% of all corporations, with the proportion increasing
with smaller capital. Becoming a loss-making corporation is not the same as applying a loss
carryforward deduction. Only 1.1% of all corporations applied a loss carryforward deduc-
tion for seven consecutive years, while 21.2% of all corporations did not apply a loss carry-
forward deduction at all in seven consecutive years. This is because corporations that can
apply a loss carryforward deduction for seven consecutive years must have a loss carryfor-
ward and have been profit-making for seven consecutive years. Such corporations are likely
rare. Corporations that did not apply a loss carryforward deduction at all in seven consecu-
tive years are likely to include corporations that became profit-making for seven consecutive
years without a loss carryforward, or corporations that became loss-making for seven con-
secutive years without using a loss carryforward deduction.

Finally, we also examine the transition between profit-making and loss-making corpora-
tions between fiscal years (e.g., a corporation that is profit-making in the current fiscal year
becomes loss-making in the next fiscal year). To compare the transition between fiscal years
by capital size, we examine the transition between fiscal years for corporations with capital
of over 100 million yen and those with capital of less than 100 million yen. During the ana-
lyzed period, the transition probability for corporations with capital of over 100 million yen
that reduced their capital to 100 million yen or less in the next fiscal year ranged from just
under 4% to just over 5%. On the other hand, the transition probability for corporations with
capital of 100 million yen or less that increased their capital to more than 100 million yen in
the next fiscal year was extremely low. The growth-oriented corporate tax reforms of the
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mid-2010s, which increased the size-based enterprise tax rate, which does not apply to cor-
porations with capital of 100 million yen or less, have led to a decline in the number of cor-
porations with capital of over 100 million yen. While this paper does not analyze the causal
relationship between this capital reduction trend and corporate tax reform, it analyzes the
transition probability for corporations with capital of over 100 million yen that reduce their
capital to 100 million yen or less in the next fiscal year, separating profit-making corpora-
tions from loss-making corporations. This revealed that loss-making corporations have a
higher probability of reducing their capital to 100 million yen or less in the next fiscal year
than profit-making corporations. Based on this, it appears that the majority of capital reduc-
tions were made by loss-making corporations in line with their business realities, rather than
by profit-making corporations that reduced their capital due to changes in the tax system of
the growth-oriented corporate tax reform implemented in the 2010s.

This paper also analyzed the corporate tax situation. We clarified the number of corpora-
tions by corporate tax amount bracket and the distribution of corporate tax amounts not only
overall but also by capital bracket and industry. This revealed that corporations paying over
5 million yen in corporate tax account for approximately 95% of all corporate tax. We also
found that the larger the capital size of a corporation, the higher the proportion of corpora-
tions paying over 5 million yen.

By clarifying not only the distribution of income amounts for profit-making corporations
but also the distribution of losses for loss-making corporations, it is believed that it will be
possible to provide a certain degree of foresight regarding trends in corporate tax amounts.
In that sense, it is believed that clarifying the current status of loss-making corporations in
this study is significant.

One future challenge is to conduct analyses using corporate data other than that con-
tained in Appended Table 1(1) of the corporate tax return. The Corporation Sample Survey
also uses information contained in tax returns other than Appended Table 1(1) to show the
corporate tax situation, and it would be possible to analyze statistics combining these other
tax statistics. In particular, the relationship between each corporation’s financial situation
and actual tax payment cannot be determined solely from Appended Table 1(1) of the corpo-
rate tax return. A further analysis could utilize micro data from the Policy Research Insti-
tute’s “Corporate Enterprise Statistics” to merge them with the tax records by corporate
names. These remain as future challenges.
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