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Reconstruction _of Japanese income taxation system from the perspective of both
income redistribution and economic growth
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We conduct theoretical and empirical studies on the design of Japanese
income taxation system that makes it possible to promote both economic growth and income
redistribution with setting the Nordic Dual Income Tax, which treats capital income separately from
labor income, as a basic role model. We find that it would be desirable to raise the labor income
tax rate and progressivity to the extent possible for income redistribution and also to apply the
negative participation tax rate on young households with low consumption. In order to promote the
investment of companies, particular attention should be paid to the effective tax rate on capital
income such as dividend income while an ACE-based tax system, which provides a deductible allowance
for corporate equity as well as its debt, would work effectively as a form of corporate taxation.
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