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A Study on Tax Rate Determination for Corporate Inhabitant Tax in the Context of Municipal Amalgamations

NAGASAWA Shohei

Abstract

Municipal mergers have presented challenges in harmonizing and integrating disparate local

tax systems. This study aims to elucidate how tax rates were determined when municipalities with

differing rates merged. The analysis focuses on the corporate resident tax (per capita levy), for

which surtax rates are permitted. Among the 394 merger cases examined, 86 cases (21.8%) involved

municipalities with differing tax rates, necessitating rate adjustments. Of these, 66 municipalities

adopted the maximum allowable surtax rate, while 18 revised their rates from surtax levels to the

standard rate upon merger. The remaining two cases implemented non-uniform taxation. The findings

suggest that, in the process of tax system coordination during municipal mergers, the exercise of local

taxing authority may partially entail issues related to tax exporting and tax competition.
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