
The Tax Commission compiled the mid-term report "The Desirable Tax System in the era of 
Reiwa* in Light of Structural Changes in the Economic System" in September 2019. Please 
read the report and think about how the tax system should be to support the society.

*Reiwa is Japan's new era name and began to be used from May 1,2019.

"The Desirable Tax System in the era of Reiwa in Light of Structural Changes in the Economic System" (September 26, 2019, Reported by the Tax Commission)

Declining population, declining fertility and 
aging population

Diversification of working styles 
and life courses Advancement of globalization

Digitalization of economy Structural deterioration 
of public finance

8 Let's discuss How "Taxes" should be in the Future

Desirable tax system in the era of Reiwa

Responding to the declining 
population, declining fertility and 

aging population

There will be a limit in seeking increased burdens only from the working generation. As globalization progresses, it is 
necessary to consider the impact on the international competitiveness with regard to corporate burdens.

The tax burden of consumption tax is widely shared by the public. Although some point out that this is an income-regressive 
system, the impacts on investment, production, international competitiveness and motivation to work as well as fluctuations in 
tax revenues are relatively small.

In order to ensure the social security for all generations, the consumption tax rate will be increased to 10%. The role of 
consumption tax is becoming more important as the population declines aged-society with fertility declines and progress 
of globalization.

Establishing the tax payment 
environment for the digital age and 

realizing proper and fair taxation

It is important to review tax-related procedures comprehensively, improve the convenience of taxpayers by utilizing ICT, and 
proceed further to consider the mechanism that achieves proper and fair taxation.

It is necessary to improve the public understanding of taxes, so that each citizen would proactively consider and feel 
convinced with their desirable tax system that sustain their society.

Establishing

 a sustainable local tax and finance
In addition to securing and enhancing the local tax, it is necessary to establish local tax structures which minimal 
maldistribution of tax sources which offers stable tax revenue.

Responding to globalization and 
digitalization of economy

Corporation taxation needs to be revisited to build a structure that contributes to the development of environment in which 
new industries and businesses can be easily established and launched, while considering the impact on international 
competitiveness.
It is important to take coordinated measures based on international consensus in order to respond to challenges on 
international taxation associated with the digitalization of the economy.

The consolidated tax payment system needs to be reviewed based to simplify from the view point to reduce corporates' 
administration burdens. 
Taxes related to energy and automobile need to be examined from a mid- to long-term perspective.

Responding to diversification of 
working styles and life courses

The personal income taxation needs to be further reviewed in terms of various exemptions, so that they are fairly applied 
according to differences in working styles, in order to establish a neutral taxation system that respects personal decisions, 
while considering the appropriate redistribution of funds.

The tax system for corporate and individual pensions need to be reviewed in order to establish a fair and just taxation 
system that does not cause advantages or disadvantages due to differences in working styles, and for appropriate tax 
burdens through each phase of contribution, fund management, and benefit.

As for taxation on assets and properties, increasing successions of older generations to old generations makes transfer of 
assets to younger generations very difficult. It is necessary to consider building a tax system which is neutral regarding the 
selection of the timing of asset transfers, by grasping inheritance tax and gift tax more comprehensively, while preventing the 
gap between the rich and poor from staying fixed.

Structural changes in the economic system

This report may be viewed from the URL below or the QR code on the right.
https://www.cao.go.jp/zei-cho/shimon/1zen28kai1_2.pdf
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