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 Restructuring of the taxation system is indispensable for our 
economy to take off for the new stage of “Innovative Growth.”  In 
preparation for the full-scale and concrete discussions on the tax reform 
scheduled to take place after the autumn next year, we should review 
steadily the basic framework of the tax reform of the Abe Cabinet. 
 While we hope that the reshuffled Government Tax Commission 
will conduct productive discussions, the Council on Economic and Fiscal 
Policy needs to enhance full considerations on the best-suited taxation 
system for “Innovative Growth” covering relevant areas.  It would be 
worthwhile for both the Tax Commission and our Council to deepen 
discussions based on wide-scoped analyses by sharing data and research 
methods. 
 
 
1. Placing the tax reform in the agenda of Basic Policies 
 

It is necessary to indicate clearly the Cabinet’s view about the tax 
reform in the annual Basic Policies so as to facilitate people’s 
understanding of the issue.  We ask the Tax Commission to deliberate 
basic ideas concerning the tax reform and report on the points of 
discussions to the Council around next April prior to the drafting of the 
Basic Policies 2007. 
 
 
2. The basic framework of the tax reform 
 
 The following points are essential for the basic framework.  While 
the Tax Commission is expected to clarify the directions, the Council will 
also take up the discussions. 
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(1) A taxation system consistent with a grand design of the economy 
in the future 
- Consistency with the medium-term economic and fiscal 

management 
  - Adjustment to the changes in working style and lifestyle 
  - Considerations for appropriate income redistribution 

- Contributions to improving efficiency in the capital market 
- Adjustment to the changes in the corporate management 
environment such as globalization 

 
(2) Fairness and efficiency of the tax and social security premium 
collection, and reliability of tax payments 
- Efficiency gains by reforming the collection methods etc. 
- Higher reliability by introducing a taxpayer identification number 

etc. 
 
 
3. Important issues cutting across various areas 
 
 We would examine the following issues cutting across areas and 
report to the Council around next April. 
 

(1) Appropriateness of the social security structure in terms of 
benefits and total payments including tax burden and social 
security premium (For example: tax deductions and allowances, 
inter-generational structures of benefits/payments) 

(2) Consistency of the taxation structure of national and local tax 
with the envisaged reform for comprehensive decentralization 
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