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An empirical analysis of the allocation system of the Japanese sub-national VAT
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This research project obtains the following results. (1) Using a theoretical model
with full taxation of public bodies, we find that adopting a full taxation scheme achieves the same treat
ment between public and private sectors and overcomes many of conventional Broblems. (2) We show it is pos
sible to improve the clearing system of the Japanese local consumption tax by undertaking a comparison wit
h Canada®s harmonized sales tax (HST) system. (3) We demonstrate that the local consumption tax revenue is

relatively stable compared to the other primary local tax revenues even when the effects of changes in th
e tax system are taken into account.
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