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Summary

Pension Reform and Tax Policy

by Shigeki Kunieda

In this article, I argue Japanese pension reform and tax policy. First, the reform toward pure pay-
as-you-go system is proposed recently in Japan, while two important directions of the pension
reforms in the world are the reform toward funded system and the reform toward individual
accounts. I point out some problems in the proposed reform toward pure pay-as-you-go system.
Next, I discuss tax finance of pension benefits. We should eliminate intergenerational exploitation
of public pension in order to fix inefficient collection of contribution. Recently, VAT is considered
to be the source of future benefit payment, while the discussion often ignores distortionary effects
of higher VAT rate. Rather, we should consider VAT as an instrument to impose heavier burden
on the current old generation. Finally, we discuss pension taxation. Public pension benefit should
be taxed more heavily in Japan. The necessity of preferred tax treatment of defined contribution
pension may not be so high in saving-rich Japan. The earnings of fund management of defined
benefit pension should be properly taxed in order to avoid “Black-Tepper” tax arbitrage. However,
different from these theoretical analyses, the actual pension taxation reform should be more
carefully considered, since the actual Japanese pension system has mixed characters due to its
complexity.

ESHHIERZE No.11 Bl



	107
	108
	109
	110
	111
	112
	113
	114
	115
	116
	117
	118
	119
	120
	121

