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General Aspects of Taxation in Japan

Today, the Japanese tax system is distinguished by the plurality of taxes collected and the
existence of several levels in the structure of taxation. Taxes are levied both directly and indirectly
and can relate to both conventional and targeted taxes. In addition to state taxes, there are also
prefectural (on average 2—4 %) and municipal (on average 3—12 %) taxes. As a result, the tax system
in Japan has more than 50 types of different taxes.

If we evaluate the dynamics of tax revenues as a whole, then we can visually track the economic
progress of the country using this indicator as an example. So, the most significant is the explosive
growth of tax revenues, observed from 1965 to 1991, which began during the period of the world
famous “Japanese economic miracle” and continued under the “Bubble Economy” from the mid-
1980s. It is easy to calculate that during this time the budget revenues from taxes increased by almost
22 times, having risen in 1965-1991. From 6,17 trillion yen to 135,5 trillion yen, respectively.
However, by the beginning of the 90s. the overall dynamics are fundamentally changing.

As you know, the reasons for the emergence of the “bubble economy” were two factors. The
first is the very high savings rate among the Japanese population. At that time, among the urban
population, it was on average 24—28 %, and among the rural population — more than 35%. About half
of the savings were in the form of deposits in banks, the result of which is quite obvious: a constant
surplus of capital with a lack of consumer demand. The second factor was the country’s powerful
competitive industry. Approximately a third of all Japanese products sold came to foreign markets.
Thus, there was a permanent surplus on the current account, providing an additional flow of money
into the country [1].

In total, these two factors caused the emergence of a huge deposit base of commercial banks,
which by 1989 amounted to 120 % of GDP. A significant portion of these funds were invested in
speculative transactions related to stocks and real estate. However, the early 1990s were a turning
point for the Japanese economy. The bubble burst and the country’s economy entered a period of
prolonged stagnation, in which, according to many experts, it continues to be today.

The lack of significant economic growth in the last couple of decades is reflected in the trend in
tax revenues. Small fluctuations have been observed since the 1990s, correlating with economic
cycles. However, for as many as 20 years, receipts practically did not go beyond the 130-140 trillion
yen range.

Despite this, it is possible to trace certain qualitative changes in the structure of taxes collected.

Consider the relationship between federal and local taxes. To assess the dynamics in their ratio,
one should take a sufficiently long time frame, for example, from the first half of the 1970s. It is
obvious that the general trend is towards a gradual increase in the share of local taxes and a decrease
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in the share of taxes levied at the federal level. If at the beginning of the 70s. the share of federal taxes
was close to 70 %, but in the current decade it averages about 55 %. Thus, we can conclude that
redistribution in favor of local taxes is an indisputable fact and exists regardless of the trend in total
tax revenues to the budget.

The entire system of financing the production and social infrastructure, training and retraining of
the labor force, communal and housing services is carried out through local authorities. “ From which
it can be concluded that in Japan “social” values are becoming increasingly important. In other words,
the Land of the Rising Sun is increasingly reorienting itself to “social welfare”, which constantly
appears in English-language literature, and is spending less funds on global national tasks [2].

For 2010, which preceded the ecological and man-made disaster that befell Japan in March
2011, total tax revenue was 132,5 trillion yen. This amount represented 40,5 % of the state budget.
The rest was formed from income from government bonds and other budget items.

In 2011, Japan, as already mentioned, faced a large-scale environmental disaster that caused
significant damage, both from an economic and socio-political point of view. The number of human
victims (according to official figures) was 15,870 people, and the economic damage is estimated at
16-25 trillion yen.

However, these estimates do not include either a decline in industrial growth, or a decline in
trade and GDP, which should certainly be taken into account. In particular, among the implicit aspects
that express the damage done to the Japanese economy, a very striking example is the fall in tax
revenues. Compared to 2010, in 2011 tax revenues to the budget fell sharply by more than $ 54
trillion, in other words, by almost 40 %. The reduction, to one degree or another, affected almost all
types of taxes. Therefore, due to the fact that 2011 is extraordinary in terms of the nature and volume
of tax revenues and cannot serve as an adequate example for analyzing the tax system in Japan in its
typical state, statistical studies will be carried out on the basis of data for 2010 [3].

In the most general version, there are five main accounts in the Japanese tax system, or, in other
words, five categories. They are presented as follows:

— 1000 — Taxes on income, profits and capital gains;

— 2000 — Social security contributions;

— 3000 — Taxes on property;

— 4000 — Taxes on goods and services;

— 5000 — Other taxes.

As you can see, the largest share is taken by contributions to social security funds, which are
used in the future to improve the welfare of society in general and the most needy categories of
citizens in particular.

The following positions are occupied by taxes on income and profits, as well as taxes on goods
and services. Using the example of these two categories, one can trace the relationship between direct
and indirect taxes in the system, and as we can see, the preference in the Japanese tax system is given
to direct taxes. However, this ratio may change in the future, because many experts are inclined
towards the need to raise indirect taxes, which will be described in more detail in subsequent chapters.

At the end of the table are property taxes and others that do not fall into any of the categories
listed above. After we have considered the main categories of taxes levied, you should move on to
specific types of taxes, and also select those that will become the subject of further detailed analysis.
In this case, we rely on two aspects: the selected taxes must be significant enough for the budget;
certain problem specificities should be associated with the selected taxes so that the analysis is not
purely descriptive.

Thus, balancing these two aspects, we can distinguish the following types of taxes: income tax,
consumption tax, corporate income tax, transport tax. In total, the listed types of taxes make up 48 %
almost half of the total tax revenue. Thus, we will consider the most important and most problematic
aspects of Japan’s taxation, as well as pay attention to the economic relations of Japan in the
international arena in the context of tax legislation, which will manifest itself in the analysis of the
country’s tax policy regarding foreign direct investment.
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€KOHOMIYHHI YHIBEPCUTET

M. KuiB, Ykpaina

IT-daxiBeun: ocodsmBocti npauesaamryBanHst B CHIA ta Kanani

[Tomryk BakaHTHOTO poOOYOro Micls, sike O BiAMOBiNaNO OakaHil CHEIialbHOCTI, PO3MIpY
3apo0iTHOT TUIaTH, PiBHIO KBaiikalii, JI0AU MalTh crpaBy 3 PHHOK mpaili € HeBiJl’€MHOIO 4acTH-
HOIO COIIiaJIbHO- €KOHOMIYHOI cucteMu kpaiau. CtanoMm Ha ChOTOIHI PHHOK Ipalli JOCUTh HeCTa01Ib-
HUI y cBoeMy (¢yHKIioHyBaHHI.KOXHA OKpemo B3siTa KpaiHa Oyaye Ta Gopmye CBili pHHOK mparl
3TiIHO 3 HALIOHAJBHOIO CIENU(IKO0, PIBHEM Ta HAaIpPSIMOM PO3BHUTKY BJIACHOI €KOHOMIKH, Bpaxo-
ByIOUM reorpadiyHi, MOJITHYHI, €KOHOMIYHI, pecypcHi Ta iHIN NpHYUHH. BiamoBigHO 10 1BOTO
3MIHIOETBHCS KUTBKICTh Ta BUIM HAMOUIBII MOMYJISIPHUX 1 3aTpeOyBaHUX Mpodeciii Ta creiaTbHOCTeH.
OTxe MeTOo AOCJiKeHHsI MOPIBHAHHS YMOB IpalleBiallTyBaHHsA Ta nonuty Ha IT-daxiBui Ha
punky CIIIA Ta Kananu.

Ilonum na IT-¢haxieuie na punky npayi Kanaou. Pienn 6e3po6itts B Kanani JocUTh HU3BKUIN —
Bchoro numie 6 %. Kpaina nocriiiHo nmotpeOye mpodeciiinoi pobodoi cunu. ByniBHULITBO, Jerka i
Ba)KKa MPOMUCIIOBICTb, JIICOBE Ta CUIBCHKE TOCIOAAPCTBO, HAPTO- 1 ra30BUA00YBaHHSA, TOTEIbHHI
0i3Hec, MEIUIIMHA — y BCIX LUX Tally3sX CIIOCTEpIraeTbcs Hectada Kajpi. HalOimpmmM momuToM
KOPHUCTYIOThCSI KBai(pikoBaH1 (axiBIli By3bKHX HampsMKiB y npoMucioBiii cdepi. CTOCOBHO mpariis-
HUKIB 1HTEJIEKTYyaJIbHOI Ipalli, TO TYT 3a HUMHU HalpsMaMy IpaLOlTh MEPEeBAKHO BUITYCKHUKHU MiC-
1eBux ocBiTHIX 3aknaiaiB. [Torpeda Kanaau B IT-¢axiBusax y 2020 p. cknagae 6mu3bko 150—200 Tuc.
Takux (paxiBLIB pi3HUX piBHIB. HailOumb1n 3aTpeOyBaHMMH BBAXKAIOTHCS 1HXKEHEPHU-TIPOTPaMiCTH, BeO-
po3poOHuKH, Java-mporpamicty, ausaiiHepu/rpadiku, cremiamictd no BigData. BimnosigHo 10
KomreTreHTHocTel ¢axiBusg chepu IT, y pisHux perionax Kanaau icHye icHye neBHui aiana3oH [1]:

— Kanrapi — 56-119 tuc. C$;

— Toponto — 55—-107 tuc. C$;

— Bankysep — 54-105 tuc. C$;

— OrraBa — 52—103 tuc. C$;

— Enmonron, Canidakc — 46-98 tuc. C$;

— Moupeains — 45-95 tuc. C$;

— Ksebek — 43-93 Tuc. C$.

[IpoananizyeMo BHMOTHM [0 TNPHHHATTS Ha BaKaHTHY I0Caay pO3POOHUKA TPOTPAMHOTO
3a6e3neuenns y Ilisrivnomy Mopky, Ontapio [2]. [l oTpuManns goxomy y po3mipi $80 Tuc. Ha pik
3a YMOBH ITIOBHOT'O POO0OYOTro JTHS, PO3POOHHK MPOrpaMHOro 3a0e3MeUeHHs TOBUHEH BMITH:

— mUcatu, MoAU(DIKyBaTH, IHTETpyBaTH Ta TECTYBAaTH MPOTPaMHUI KO,

— BUSIBJISITH Ta MOBIAOMIIATH NPO TEXHIYHI IPOOJIEMHU, MPOLIECH Ta PILLICHHS;

— TOTYBAaTH 3BITH Ta IHIIY JOKYMEHTAIlil0 1I0JI0 eKCIUTyaTallii Ta 00CIyroByBaHHS MIPOrPaMHOTO
3a0e3MeUCHHS,

— JoroMaraty y 300pi Ta JOKyMEHTaIlil BUMOT KOpPUCTYBaya;

© Kpuwmanw b., 2020

392



