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The Income Elasticity for Households
according to 2007 Tax Reform: A Panel
Study of Elderly Individuals in Japan
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In developed countries, many studies estimated the income elasticity
of tax using panel data. Meanwhile, few studies can be found in Japan
due to the lack of availably of panel data. We use the “Longitudinal
Survey of Middle-aged and Elderly Persons,” which is a large-scale panel
survey conducted by the Ministry of Health, Labour and Welfare (MHLW)
of Japan, and estimate the income elasticity of tax for households that
are close to retiring. We use the difference in difference method (DID)
and fixed effect regression with instrumental variable considering the
income tax reform in 2007. We find that both the elasticity of salary
income and that of taxable income are significantly negative, which
suggests that the decrease in tax rate reduces the labor supply of elderly
households.
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#Bi#F % middle, high, highest ® 3 7L — 71258 L, Net-of-Tax Rate.
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i FERGE OB OB ERABREZH T 2 LT, IMEllo Al 257,
2006 ELLAT O PSR T IZ, 330 HH £ TOMBATRICIF 10%., 330 SFH#E
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567% 445 365 412 383 377 341 2,323
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64i% 0 0 0 0 0 136 136

ast 3,772 3,788 3,774 3.410 3,166 3,065 20975
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2) BUEFHOT—5%2&0, BABEEDaY s n—VEREZBE L houiahizefiok L 2, Fifd
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RR 0.089 0.087 0.097 0091  -001 % 0087 0.086 0.086
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097 1.09 101 095  -006 * 094 0.96 0.88

REEH (0.98) (1.06) (1.04) (0.99) (0.94) (0.94) (0.88)
[20975] [3772] [3,788] [3,774] [3410] [3,166] [3,065]

0.17 025 0.20 017  -003 * 0.14 0.12 0.10

iﬁiﬁ;&&% (0.45) (0.53) (0.49) (0.45) (0.41) (0.39) (0.35)
[20975] [3772] [3,788] [3,774] [3410] [3,166] [3,065]

= Ak 0.15 0.17 0.17 016  -001 0.13 0.13 0.12
PN (0.42) (0.44) (0.45) (0.43) (0.40) (0.39) (0.38)
[20975] [3772] [3,788] [3,774] [3410] [3,166] [3,065]

iR -0.13 -0.39 0.152 0035 -0.12 % 1332 -124 -085
S L& (0.88) (0.28) (0.30) (0.28) (0.37) 047) (0.46)
[20975] [3772] [3,788] [3.,774] [3410]  [3.,166]  [3,065]

() (d) &8s —ZH.

B TEfE, () NEEREREZE, [ ] Ny 7AuBe Ry, TE 3

2007 4 & 2006 FEDOVHEDE, ** L FHEDAEDOWET 1% HHANE, *13H 5% % FKT,
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x3 EEMARBECROY >V TILEHE

2007 A ER R E
0% 5% 10%  20%  23%  33%  40% T At
0% 3 241 7 5 3 1 0 0 260
2?;25 10% 248 2934 1,152 376 2 6 10 0 4,728
mR  20% 31 154 354 1848 154 24 0 3 2,568
propel it 0 0 0 3 3 0 0 0 6
&5 282 3329 1513 2232 162 31 10 3 7,562

(1) 1T1x 2006 FEDOFTEBLOEERABE, 513 2007 EORBHR, FifBdutick b 4> 71
BBED X I ICEM L 2R T, HlAI1E, 2006 FEOFHFHEL 10%D Y >~ 7 VB &F
4,728 TH-o D, TDIH B 2,934 B3 2007 FEOFHFERD 5B L 72, D 2 DO
THRERABERIZMT 2 HEVERE T, 2L 2wE0 il ¢ Tb 2,

BRUCHE L 2 TR & Lo 7o, AR TH UL 2006 FOIEE R AR
D20%EHR ZEDITD, TS DHIFEENERKMBLO LRICEL 725
ThoT,

41, BEGINAZ PR & U 2Pkl e OHEHRTH 2, FI1
EER (1) OHEFHER, FIMEIVIER (2), FIV EVIER (3), FIVIE VI
X Q) ICET BHEEE R TH B, 22T In (1 — IRAESBR) £LRiZ
In(1 — 752)/(1 — Tie—1)s In FGGINAZNEIE In 250 /200-1 ZRT (UUTDIn
BT AMR S FRR) . 1 i3ay ba— VK X 258 L 2o,
FIMIZHE L 7G5 (DL T OFIOHEEHER D MER) . PRl e @
HEGHIE X% In (1 — IRAFEZIBIE) . & 20 1d In (1 — BRAEDEE) 2%
DOIIFRETH 5, BHEMEIE —5.126~-0.985 OHEBHTH D, ATHETH-
7o (T d 1% 4 EAKEE)

5 LB 2 NN R & L B O HEEHE R Th 2, kA1
—11.908~-2.544 OHIFAT, A THETH > (P74 &b 5%HEKE),
S COMBIIFOMIERIL, BEATR L KT % & ADMEHIKE WD
Hot,

TGN A E L BT O I b ADfETh o7, TDT LiF, B
FIIBEDMEE 2 LG 2 S T2 L 2L T3, ik, Afis
FIH L 7e 7 =22, Mil#EzNRET2H0TH Y| HEGHS NIk
HE ORI EEZ D 2L TES, DF D, WBUC K W AERICRBITE
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x4 FRUGEEEREHER (B5IRA)

51 I I i \7 v VI VI VI
AXAHOHE 1 (2 3) 4
ERETIL BYRLYAREI Ay (F—)L) @R EER/ R ILER
R In #5542 A In # 5 UXAZEALER
F—4 2006 20074 2005~ 20104F 2006- 20074 2006~ 20104
In (1-PRFEHFL ) -2.904 * -1956 ** 1520 = -0.985 *
(0327)  (0225)  (0466)  (0.357)
In I-REEHTREF)ELE -2.822 % -5216* -3624* —1523 =
(0.175)  (0.326)  (0.256)  (0426)
20074 LARE (d) -0051 = -0042* -0.137* 0000
(0006)  (0.004)  (0.006)  (0.006)
SLEEE (d) -0.258 * -0057 * -0293 = -0.117 =
(0021)  (0007)  (0024)  (0.012)
BESE (d) 0.004 0.039 ** -0004
(0.007) (0.007) (0011)
P& (d) -0.060 ** -0071 ** -0024 =
(0.005) (0.005) (0.009)
55i% L L (d) -0.014 ** -0.026 ** -0011 0.001
(0.004) (0.004) (0.007) (0.005)
60i% L L (d) -0.089 ** -0.144 = -0003 -0.143
(0.009) (0.010) (0015) (0.015)
IS—FEA L (d) 0528 ** 0532 ** -0.284 = -0.626 **
(0.021) (0.030) (0011) (0.049)
REVESE (d) -0.212 ** -0.238 ** -0.131 = -0.371
(0.013) (0012) (0.020) (0.025)
In EEELEIRA -0.209 ** -0.234 = -0099 * -0.360 **
(0.010) (0.009) (0018) (0.026)
B4 LR LB B -0.002 -0.010 **
(0.002) (0.003)
EEPNIR Y 4 573 -0.015 = -0.013
(0.003) (0.005)
AT R -0.009 -0.018 = -0018 -0.006 *
(0.007) (0.002) (0011) (0.002)
TE#K 6188 * 2869 * 6387 2952 % -0049 » 1805 **
(0051)  (0.107) (0065  (0.149)  (0.003)  (0.068)
BIEEH 20074 LABE(d)+R0 8 B (d) 20074F LARE(d) 20074 LUBEQHLERE)
N 7,485 7440 20568 16,640 3513 3511 15,461 15,452
F 16540 = 39516 * 22002 * 44957+ 2601 * 1957 = 2002 * 19549 =
REFRH 0.62 0.86 043 0.79 042 0.38 046 0.65

(78) In (1 — IRAEZBIH) . 5003 In (1 — RAFEZBER) 20RO RYRREH B O HEG]
lCTH s, B, In HHNAZIRIZAL 2.3 Hilcd 245480 T Inz, /200 In (1 — B
FEDBIE) ZHRIE In(1 — 720) /(1 — Timr)s BEEHGIRAE Inz, . AL PLY
F*UERE ¢ -1 € T). AL PLY FxIBHEZ ¢ - 1(6 € C) KT, S 1~V
Tl In (1 — BRAFEDBIR) OBEEE L LT 2007 LIRS S — LALERES S — D28 H#IH
1(t >2007) - 1(i € T). FIVROVITIZ In (1 — BRAFEDFE) ZIEOBEELLE LT
2007 fELIES S — 1(t > 2007), FIVIROVIICIXFAZAIE 1(¢ > 2007) - 1(i € T) %Al
H U7, **d 1% HERKHE, *IZF 5% %KT,
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x5 FTEMEEREHER (REAR)

51| i I m v v VI VI VI
AXFOHEH n (2) ()] (4)
EIFET IV BYRLYAR 2 Ay (F—IV)EG BEIEZ R/ SRIVENR
WERBAZE S In FRBRAE In ERBIATGZILE
F—4&  2006-20074 2005~ 20104F 2006+ 20074F 2006~ 20104
In (1-PRFEZHHL ) -8.488 = 7559 * —0859 » -2544 *
(0440)  (0447)  (0730)  (1.147)
In I-IREEHHE)ELE -8522 = —11.908 = —10.146 ** —11.162 =
(0387)  (0.799)  (0610)  (2189)
20074E LAR% (d) -0.150 # -0.150 * -0.303 * 0003
(0009)  (0008)  (0009)  (0019)
mEE (d) -0.163 » -0043 * -0.146 » -0.189 **
(0025)  (0013)  (0032)  (0034)
BESE (d) -0.052 ** 0.005 -0022
(0.014) (0.020) (0.028)
2 (d) -0.031 ** -0.060 ** -0.004
(0011) (0.016) (0021)
554% L1 E (d) 0.002 -0.008 -0021 0.037 *
(0.008) (0011) (0017) (0018)
604% LLE (d) -0.033 -0.252 ** 0.099 * 0019
(0.019) (0.037) (0.038) (0.079)
I8—haA L (d) 0.242 ** 0.492 ** -0.279 = -0.207
(0.026) (0.056) (0015) 0.111)
IRIEVEEE (d) -0.593 ** -0.754 ** -0.280 * -0.474 **
(0.034) (0.033) (0.065) (0.123)
In EAEFRRAG -0.369 ** -0.613 * -0.112 * -0.296 *
(0.025) (0.035) (0052) (0.132)
A4 LU RHILE B -0015 * 0015
(0.006) (0017)
A4 LU R LR -0.037 ** 0.058 *
(0.007) (0.023)
BT L& -0.024 -0.030 ** -0.063 * 0032 *
(0013) (0.007) (0027) (0012)
TE $ 4745 3505 % 4618  2725% -0150* 1502
(0070)  (0094)  (0106)  (0.166)  (0.007)  (0.089)
BIEER 20074 LARE(d)+ L8 BE(d) 20074 LARE(d) 20074 LUBOMBE D)
N 72262 6992 19386 15069 3478 3476 15101 15,090
F 18038 * 20581 * 26641 23183+ 4843 1466 2770 7710 %
RERB 0.71 0.79 0.66 0.70 0.39 0.17 0.24 0.20

(78) In (1 — BEARFEDBHE), H 25013 In (1 — BRAERBR) 20RO BRI O HEFh
HTH 5, %E, In ABFTFHERIIAL 2.3 HilcH 2HEEHR0T In 2, /2,10 In (1 — BRAFES)
Bi) ZEHIE In(1 — 700) /(1 — Tiemn) EEFEBGINAE In 2z, F4 & LY P LERZ
t-1(i €T). AL LY FxIERZ ¢t-1(i € C) 2FET, FI T ~IVTIE In (1 — REFHBIR
) DEEZEEE LT 2007 FELIES S — LQLUERES S —DZGFEE 1(t > 2007) - 1(i € T). SV
OVITIE In (1 — RAFREE) ZCEOBMEZEL E LT 2007 FERRES S — 1(¢ > 2007). FIVI
FOVICIRFAZZEE 1(t > 2007) -1(i € T) ZFA L7, **d 1%HRAKE, M3 5%%2E£ T,



RS - JER - B BERISAEI &b A ) KEFO PTG

e, JiBftG 2R L. RIBZHP T EEZ 6N D,

AR CHERT U 7 T3 MIEE 13, Saez et al. (2012) AMEHIT 2 L9 1. 7—
Z WIS B 2 B R HERHETH D | OB, & 2 IR Z2 iR >
VTR CERGATREIE S & 2 23, IRICIRAEIBLRDEG & - 54, Hil
FHRINAZHERZ ) L L, e zedagEsEzons,

4 =R

AL, 2007 SEDFHSBIHIBULIC X 2 FHSHEAL % Bitg OS2 » T
#HiEt L7z, M7 =23, BAENEHE TrhEESEwEEts @ 2005~2010
EDNRRINT =5 ThH S, G, BEEBEEZFAL7-#VEL 7a 2t
ryav (7—n) M BEEEGEE I L 7 @RI oV gy
Wiz X iR AR AA Lz, BfEE LT, MEINA LSS 2 2245
BixtR & U7z,

DM DR, 5 DFTEHEEIE —5.126~—0.985 DHIFAT, A THE
Thotz, IBPTEOMMEMIZ —11.908~—2.544 OHFAT, B THETH-
o WITNHADMTH D, FHCIEBURR QMM BT & L TA
DEBREVDDTH o7, 16 DFERIT, RAFELIBHRIMET 5 & F{l
GG T2 L2RRT 50D TH Y, FlE OIS E ORI L& 2
BZEMTES,

BB, AROSHICIRADEH 5 2 LICHEEZET 5, ARIIEBESRHD
P MM 2 G L v 228, BAEDBRLEOH (7 >0) 2oHiRe
LTw3, FEBuiic X b i< 2 & 280, SR L & ICB L Tdahixis
Lo TR, Z DT OHEG S NI RHMEE I N A 7 2035 % Wtk d
2, IS DOWNISHBOTEE Lz,
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HLBL AVEEE,
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