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A Study on Japan’s Coordinated Sets of Measures to
Relieve the Impact of Consumption Taxes Hike

Yu-Ju Huang

Specialist
Economic Development Department, NDC

Abstract

On October 1, 2019, the consumption tax in Japan rose from 8% to
10%. The Abe administration postponed the tax hike twice due to public
concerns over potentially negative impacts on the economy. In order to
implement the consumption tax hike smoothly, efforts to offset negative
impacts on the economy were taken into account and introduced a number
of supporting measures.

This article compares the coordinated sets of measures adopted this
year with the measures adopted in April 2014, in which the consumption tax
rate was increased from 5% to 8%. It is found that many additional
measures to reduce the burden on households have been added this time,
such as free early childhood education and childcare, maintaining food
products ( excluding meals consumed at restaurants or shops ) tax rate at
8%, providing point rewards for using cashless payment in small and
medium-sized retail stores, tax reduction for automobile purchases, and
housing purchase subsidies. All of the measures should greatly reduce the
impact on private consumption.

In addition, some of these measures implicitly contained the idea of
constructing a social security system for the entire generation and
promoting cashless payments are also worthy of our reference.
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