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The taxation system is an extremely important institutional infrastructure for people’s 
lives and the nation’s economic society. Accordingly, reconstruction of the tax scheme 
suitable for Japan in the 21st century has been one of the pressing issues. The Government 
has to realize fundamental reform of the taxation system based on easy-to-understand 
discussion from viewpoints of the public.  
We need to proceed with our discussion on the basis of previous discussions in order to 
reach an appropriate decision by the end of the year, introducing additional points of 
argument which are newly required, in the light of the following consideration: 
 

1. The Government needs to speedily realize fundamental reform of the tax scheme on the 
basis of previous discussions, in line with the following basic concepts:  
(1) The scheme should be reformed in accordance with “the Pension Reform Law” approved 

in 2004, ”Basic Policies 2006,” “Basic Policies 2007” and “the basic concepts” in the 
2008 ruling parties’ large package of tax revisions. 

(2) It is important that the tax system and the social security system should be reformed in an 
integrated manner because the taxation is closely related to the country’s social security. 
We should proceed with our discussion in line with “Five Principles of Budget 

Formulation for realizing safety and sustainability” specified in the “Direction and 
Strategy for the Japanese Economy.”  
Note: In addition, we should carry out our discussion in a manner integrated with “the 

best form of the social security system“ the National Commission on Social 
Security is now discussing.  

 

2. Basic concepts on how the taxation system should function were already discussed in the 
Expert Members’ Paper presented at the meeting of the CEFP on November 8, 2007. 

(Please see the attached “On the Fundamental Reform of the Tax System.”)  
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3. We should further proceed with our discussion in line with cabinet decisions and 
discussions that took place since then, giving consideration to the following: 

 

(1) With the reallocation of the special revenue accounts earmarked for roads which will 
start in fiscal year 2009, the Government should take a fresh look at the role of the 
gasoline tax and other taxes in the light of international effort to tackle environmental 
problems.  

 

(2) The Government should examine the way a taxation system should function which is 
neutral and unaffected by employment status regardless of the age, gender, and family 
composition, so as not to hinder the entry of women and the elderly into the workplace.   

 
(3) Government-sponsored benefit programs, including child-care allowances, and the 

taxation system such as tax exemption for dependents should be handled in an 

integrated manner. The Government should investigate the possible introduction of a 
tax credit system combined with benefit programs which carefully assist the needy, and 
should discuss problems associated with the introduction such as its correlation with 
existing policies and measures.  

 

(4) The Government should investigate the possible improvement and expansion of 
existing defined contribution pension plans (Japanese versions of the 401K) in order to 
allow the plans to facilitate wealth-building for creating a positive cycle that promotes 
both the supply of risk money and active households’ asset management for securing 
adequate retirement savings. The improvement and expansion should focus on the 
following two points: 
The pension plans should allow pension holders themselves to make contributions to 
the plans.  

The coverage of “personal-type (or individual-type)” defined contribution pension 
plans should be expanded.  

 

(5) For making Japan a more attractive investment destination, the Government should 
consider a possible revision of the corporate tax system, for example, as a part of the 
reform of the entire taxation system or by revising the taxation base, in the light of the 
argument that doing business in Japan will cost more than the average.   

 

(6) The Government should have detailed deliberation on the tax system, by systematically 
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arranging the correlation between the taxpayer identification number and the social 
security number in preparation for introducing the taxpayer identification number 
system.   


