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It has been discussed whether the basic pension should be fully financed by consumption
tax in Japan. The Japanese government estimated the impact on the public pension financing
and the tax burden on households. This project inspected the problems of this estimation
and showed: (1) both theoretically and econometrically, the assumption of the
government’ s estimation is not necessarily general, (2) the government’ s estimation
neglects additional tax increase effects generated institutionally, (3) the additional
tax increase is estimated to be about 2.6°3.5 trillion yen, (4) differences in the tax
burden on insureds between pension plans remains even if the additional tax increase is
neutralized with the consumption tax reduction or the employment income exemption
increase.
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