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Analysis of Intergenerational Inequity
in Consumption Tax
by Generational Accounting
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Japan raised its consumption tax rate from 8% to 10% in 2019
with the aim of building a social security system for all generations.
The impact of raising the consumption tax rate varies from generation
to generation. In this study, we analyze the impact of raising the
consumption tax rate on intergenerational inequity using generational
accounting.

We measure lifetime net benefit from national and local expenditures
and revenues using generational accounting. We then simulate the impact
of raising the consumption tax rate on each generation.

As a result, we found that the change in lifetime net burden of
the 20-year old generation is about three times higher than the change
in lifetime net burden of the 60-year old generation. Moreover, if the
government resolves that the intergenerational imbalance by raising the
consumption tax rate, it will be necessary to raise the consumption tax
rate to about 25%.
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