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In the overview of the fundamental reform of the taxation system, the Government should let 

people know “for what purpose the fundamental reform of the taxation system is necessary” 

and “what kind of path the taxation reform will take” in an easy-to-understand manner.  

 

1. Basic ideas  
The fundamental reform of the taxation system needs to be progressed in accordance with 
the following three basic ideas, in light of the situation in which present-day Japan finds 
itself.  
- Establishment of a social security system that ensures sustainability and reassures people 

is the task of paramount importance from the viewpoint of people that the Government 
must tackle.  

- With growing disparity in household incomes, ensuring fairness is essential, and 
enhancement of the government’s income redistribution function is an urgent necessity.  

- In the corporate sector, in order for the Japanese economy to make another great leap 
forward after “achieving a full recovery after three years,” the Government has to make 
continuous efforts for enhancement of the country’s economic dynamism and growth 
potential, including its international competitiveness, while adapting the country’s 
economy to the changing economic climate.   

 

2. Notes for the successful fundamental reform of the taxation system which realizes the 

basic ideas 
(1) Establishment of a social security system that ensures sustainability and public peace 

of mind  
Under the following conditions, the Government needs to secure reliable financial 
resources mainly through the consumption tax:    
- In the form of social security benefits, people will receive, without fail, what they have 

paid as social security expenses; and  
- The allocation of the consumption tax revenue to social security benefit payment will 
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enhance the income redistribution function as a whole and will reduce the regressiveness 
of the consumption tax. (Refer to the annexed paper.)  

.  

(2) Enhancement of the government’s income redistribution function 
 Enhancement of the income redistribution function and avoidance of permanent 

disparity are essential. 
- The Government should review reductions from taxable income and the taxation rate 
system and give special consideration to low income earners, while discussing the 
introduction of a taxpayer identification number system and the concept of the so-called 
“tax reduction system combined with benefits package” based on a taxpayer 
identification number system; and  

- The Government should review the taxation on assets in order to prevent perpetuation 
of income disparity.  

 

(3) Enhancement of the country’s economic dynamism and growth potential 
In order to enhance international competitiveness and to ensure employment, the 
Government should reduce the corporate effective tax rate in Japan which remains 
high by international standards and expand the tax base. 

 
3. Principles of the fundamental reform of the taxation system 
To secure the effectiveness of the fundamental taxation reform, “the overview of the 
fundamental reform of the taxation system” needs to explain the following principles:  
1. Ceaseless progress of administrative reform and steady compliance with fiscal 

disciplines are prerequisite for implementation of the fundamental reform of the taxation 
system.  

2. The Government should legally prescribe tax increases and tax decreases for more than 
one fiscal year in an integrated manner, clearly showing their timing and implement 
them in stages.  

3. An additional public burden associated with social security should not lead to 
bureaucratic expansion, and instead should be fully passed on to be the public as social 
security benefits. 

 
 


