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Local taxes, such as resident tax and fixed asset tax,

are imposed by municipalities and paid by residents di-

rectly to their municipalities. These local taxes are im-
portant financial resources that are spent on educa-

tion, welfare, and other public services in local areas.

Professor Kazuyuki Ishida of the Faculty of Business

and Commerce specializes in local taxes. While work-

ing on demonstrative, analytical research on tax sys-

tems that are ever-changing with changes in society
and the economy, Prof. Ishida provides easy-to-under-
stand explanations about the historical background
and circumstances of revisions to these tax systems.

Prof. Ishida also attends committee meetings on tax

systems, where he works to make tax systems fairer,
simpler, and more neutral.
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Should personal resident tax he imposed on the current
year’s income?

—— What are your research specialties?
My specialties include finance and tax systems, particularly Japa-
nese local taxes.

—— What are some of the recent topics on local taxes?

Recent topics include, for example, whether personal resident
tax should be imposed on the current year’s income. Currently, per-
sonal resident tax is imposed on the previous year’s income, thereby
adopting the previous-year-based tax system. If you are a salary
earner, usually your income tax and other taxes are deducted from
your monthly salary and are adjusted in December. If further action
is necessary, you will eventually file a final return. Your resident tax
is determined based on the finalized amount of your previous year’s
income.

Thus, current resident tax is imposed on the previous year’s
income. Then there is the argument that it's better to impose any in-
come-based tax in the current year or, in other words, on the current
year’s income. This argument is long-standing, and has been dis-
cussed for about 10 years at the committee of the Ministry of Internal
Affairs and Communications (“MIC”), among other forums.

Looking back, the current resident tax system started in 1950. It
is not that no one said back then that a current-year based tax sys-
tem was better, but for various reasons we have continued to use the
previous-year-based tax system for a long time. However, the world
has changed and some people have started to point out the down-
side of the previous-year-based tax system. There is a trend where
we should switch to a current-year-based tax system before too long.

—— What downside will the previous-year-based tax system have?

If you live in Japan all your life until you retire, there won’t be
much change. It's simply that you’ll be taxed on your current year’s
income instead of being taxed one year later on that income. How-
ever, one recent issue is the increase in the number of foreign people
working in Japan and Japanese people working overseas. In these
cases, if these people have already left Japan when the authorities
try to collect tax from them the following year, the authorities will
never know if these people will pay tax. There is actually a rule that

Changes in the Number of Foreign Residents and Their Percentage of Japan's Total Population
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requires a taxable person to pay tax in a lump sum when leaving Ja-
pan, but there are cases where the taxable person innocently leaves
Japan without knowing of that rule. When the taxable person is leav-
ing Japan, the tax collector has no knowing whether this person is
leaving for travel or returning to his home country. Recent years have
seen an increasing number of these cases. These moves of people
will increase further in the future, with the downside growing.

For example, even in Japan, if a person moves to another munici-
pality and is asked by the previous municipality to pay resident tax for
the previous year because he lived there then, the person would feel
reluctant to pay because he no longer lives there, wouldn’t he? These
things support the argument that a current-year-based tax system is
eventually more advantageous, if they can impose tax on the current
year’s income. However, a current-year-based tax system has some
administrative disadvantages, and this prevents things moving forward.

Consistently asking how tax systems should be, without
thinking of the feelings of others

—— You are also working on the recent trends of revisions to tax sys-
tems, aren’t you?

Yes, that's one of the things | study. Other than that, | also have
opportunities to attend meetings of the MIC’s committee on personal
resident tax, where | participate in discussions based on my research
results and mentioning the history of the system.

— Your research activities include not only collecting literature and an-
alyzing data but also constant research that is closely linked to society.

| think there are various ways for researchers to do their work,
but | think how they should be connected to the world is important. In
my case, because | specialize in tax systems in the field of finance, I'm
conscious of my relationship with tax professionals, such as, for ex-
ample, persons who actually work on revisions to tax systems at gov-
ernment offices, and tax department employees who are in charge of
imposing and collecting taxes.

—— What things do you keep in mind as a researcher?

Not to conjecture about the feelings of others. Sometimes, when |
do things like saying something critical of government programs, the
faces and names of people responsible for these programs come to
my mind. | make a point of candidly stating my opinion without think-
ing things like, “If I write such a thing, someone may criticize me,” or
“What will he think of this?”

—— What are things about the current tax system that you think would
be better to revise?

Personally, I'm looking at the issue of whether tax should be
imposed on a personal or household basis. In Japan, tax is imposed
on a personal basis. On the other hand, social security and welfare
benefits are paid on a household basis. Because the two systems re-

gard economic resources differently, one is on a personal basis and
the other on a household basis.

Income criteria are used in various settings. For instance, in fiscal
2021, a 100,000 yen benefit was paid to each child at or under the
age of 18 as an economic measure against the COVID-19 pandemic.
This support was income tested, and whether or not a child was eli-
gible for the benefit was determined based solely on the income of
the head of the household. A household wasn’t eligible if its head had
an income of 9.6 million yen or more. However, if both parents worked
and each had an income of 8 million yen, the household was eligible
for the benefit even though the total household income was 16 million
yen. These kinds of problems have existed for a long time and have
been discussed each time as they arose. Until recently, even these
discussions were not active, but the other day the secretary general of
the Liberal Democratic Party made statements supporting the house-
hold-based system, and this has caused a surge in public interest.

10-year publication of articles that assist tax professionals

—— | hear you have long published a regular article in “Gekkan Zei,” a prac-
tical research magazine on local tax (published by Gyosei Corporation).

While the tax system is revised every year, people often forget
why these revisions were made. The tax system reflects values in
society and financial circumstances of the time, and there are always
reasons why the revisions were made. | think that when revisions are
being considered due to changing times and resulting problems, it
would be better to revise the system after firmly understanding the
reasons for and background to the creation of the system. This is why
| write a regular article titled “Chiho zei sei onko chishin” (Local tax
system: Discover new things by learning from the past). It's a monthly
article. | have written a total of 136 of them (as of February 2023)
over more than 10 years.

| think the main part of my job as a researcher is eventually writ-
ing papers. For each paper, | select a topic and analyze verified data
before putting the paper together. So far, | have been able to receive
the Institute of Tax Research and Literature Award for a paper titled
“Selection of Tax Bases in Asset Taxation: A perspective in com-
parative analysis of fixed asset tax (Japan) and general rates (Hong
Kong),” and the Nippon Urban Management and Local Government
Research Association (NUMLGRA) Award for another paper titled
“Stability of Local Tax.” However, | think writing papers is not what my
job is all about — I think it is also my job to share my research results
with society through various media.

The main readers of the Gekkan Zei magazine are people work-
ing at prefectural or municipal tax departments. I'm hoping that when,
over their counters located nationwide, they are asked by residents
why resident tax is changing like that, they will provide explanations
that answer the “why” question, including the background, etc. | hope
to continue writing articles in the future with the intention of being of
some small help to someone for something in a practical setting.
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