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TRIREOA B A B2 Tz, JiR (2006) (2 LHiE, IEEAIHhERZHRE L A
PF 5 ETIZ, 705 A5 862 HARE, T 7B 2 FEMOMIM AT 25 2 L2URESNTEY,
ERKOREGRE DG ERBICIIRERFER Lo &R En D, L VbiT, GfEHER D

WIZHIA BN EENTWDE Z b, EABBIOBREHREICHT - Z 9 LI-HJEHKRT

Y RS ERONE b EEXLND, T TCREERDLDIE, ZOWEIZHBWT, JE
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Rethinking the Corporate Inhabitant Tax under Tax Autonomy:
Lessons from Municipal Mergers

Shohei Nagasawa

Abstract

Excess taxation is permitted for corporate resident tax, allowing municipalities to independently set
tax rates within the range between the standard and maximum rates. This study focuses on the autonomy
of local taxation and investigates the actual practices of tax rate adjustments following municipal
mergers, based on an analysis of 394 merger cases. The results show that 52.5% of the mergers occurred
between municipalities with differing tax rates. Among these, a majority (81.2%) adopted the highest
pre-merger tax rate as the post-merger rate, aligning with the former municipality that had imposed the
maximum rate.

These findings suggest that, in the context of strengthening administrative and fiscal foundations
through mergers, the incentive for excess taxation may have contributed to the issue of tax exporting to
corporations. Conversely, an examination of regional characteristics revealed that some municipalities
lowered their tax rates after the merger, indicating that tax competition-such as adopting lower rates to
attract businesses-may also arise in the process of municipal consolidation. The study highlights the need
to consider both revenue generation and regional economic strategies when determining post-merger tax

rates.

Keywords: Municipal merger, corporate inhabitant tax, income tax levy, excess taxation,

tax exporting, tax competition






