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Introduction

This survey was carried out by PwC 
Japan Tax (Zeirishi-Hojin Pricewater-
houseCoopers) from July to November 
2011, using the PwC Total Tax Contribu-
tion (TTC) framework that was devel-
oped by PwC UK.

This second survey has been carried out 
with the full support of the Japan 
Business Federation (Keidanren). This 
survey covers the periods ended March 
2010 (FY 2009) and March 2011 (FY 
2010). 41 corporate groups participated 
in the survey representing Japan’s 
leading players in their sector. The aim 
of the survey is to identify the actual 
amount of taxes and social security 
contributions paid by these companies. 
This amount includes taxes collected 
from their customers or employees on 
behalf of the government. The burden of 
taxes associated with a company’s 
business activities will affect its decision 
of where to operate and impact its 
domestic and international competitive-
ness and thus overall performance.

Usually, effective tax rates are used to 
compare tax burdens across internation-
al operations. This survey will shed light 

on the overall tax burden of Japanese 
companies, and how they compare to 
their counterparts in other countries. 

By carrying out this survey on a continu-
ous basis, we should be able to show and 
trend the impact of tax rate reductions, 
tax basis expansion and special surtaxes 
for funding the recovery from the 
earthquake disaster on a company’s 
actual tax burden. In addition, the 
survey results show the trend where 
corporate income tax as a percentage of 
a company’s tax burden decreases in 
recessionary times while the social tax 
contribution portion goes up.

We hope that this survey will provide 
useful information for future discus-
sions on the enhancement of global 
competitiveness of Japanese companies 
from a tax burden perspective. Recently, 
the large private sector tends to be 
under pressure to disclose its total tax 
contribution to the public finances and 
improve transparency. This survey is 
expected to contribute towards the 
latter and towards greater transparency.

Kazuya Miyakawa
Partner, PwC Japan Tax



Total Tax Contribution1

Section I.  
Executive summary

1. The outline of survey

(1) Purpose of survey

 ‒ The purpose of the survey is to:
• Measure the actual amount of 

taxes and social security 
contributions paid by large 
businesses in Japan; 
and

• Provide an analysis of the 
contributions by these companies 
into the Japanese public finances.

(2) Total Tax Contribution   
  framework

 ‒ The framework distinguishes 
between ‘taxes borne’ and ‘taxes 
collected’. ‘Taxes borne’ are a cost 
incurred by a company and affects its 
net profit. ‘Taxes collected’ are taxes 
collected by the company on behalf 
of the government and are not a 
direct cost other than the cost of 
administration. They do not include 
taxes paid or incurred in foreign 
countries.

 ‒ Total Tax Contribution (TTC) 
includes all tax payments made by a 
company; i.e., its taxes borne and 
taxes collected.

 ‒ One of the indicators used in the TTC 
framework is the Total Tax Rate 
(TTR). TTR is total taxes borne as a 
percentage of profit before all taxes 
borne. Unlike the effective tax rate, 
which is typically based on corporate 
income taxes, the calculation for 
TTR includes not only corporate 
income taxes but also all other taxes 

and social security contributions 
borne by the companies. TTR is a 
cash measure.

(3) Methodology for and responses to  
  the FY 2009/10 survey

 ‒ 41 corporate groups participated in 
the survey, in response to invitations 
by Keidanren and PwC Japan Tax. 
Data requests were prepared and 
sent in an electronic form via email. 

 ‒ 20 of 50 participating companies 
rank among the top 50 largest 
Japanese companies in terms of 
market capitalisation. Collectively, 
the participants employ 977,933 
employees and recorded a domestic 
turnover of ￥96.4 trillion for 
FY2010.

 ‒ The survey covers 57 different taxes 
including social security 
contributions.

 ‒ For FY2009, the TTC for the 41 
corporate groups amounted to 
approximately ￥4.3 trillion. This 
represents 3.3% of the government 
receipts in that period. Please note 
that the results of this survey are 
only representative of the large 
companies in Japan that have 
participated in the exercise.

 ‒ The participating companies are 
divided into 7 industry groups. TTC 
and TTR measures have been 
calculated for each industry group.
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• Chemical & Pharmaceutical

• Oil, Gas and Information & 
Communication

• Machinery & Metal

• Trading house

• Finance

• Transportation

• Others

 ‒ Out of 41 participants, 24 corporate 
groups participated in the previous 
survey (covering FY2007 and FY 
2008). For these 24 participants, a 
comparative analysis from FY 2007 
to FY 2010 was performed this year.
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2. Results of FY 2009/10 survey

(1) Total Tax Contribution (TTC)

Key findings

 ▶ Corporation taxes as % of total taxes borne have decreased during the 
recessionary period (In FY 2009: down to 19.2% from 44.1% in FY 2008).

 ▶ Corporation taxes are not a stable component of government tax receipts 
since they are directly linked to corporate profitability which fluctuates.

 ▶ The largest tax borne is employers’ social security contributions which is 
substantially larger than corporation taxes.

 ▶ Fixed assets tax is not influenced by business fluctuation.  Unlike corporation 
taxes, it has remained one of the material taxes borne.

 ▶ Most of taxes collected are not linked to business results; they represent a 
more stable source of revenue for the government.

 ▶ Out of all the taxes collected by the participants, employees’ social security 
contributions are the largest and gasoline tax the second largest.

 ▶ The collection for gasoline tax payments is efficient as receipts are high.  
They are collected by a limited number of companies and industries.

 ▶ In this survey, the size of the participants’ TTC is the second largest after 
salary payments. It is almost twice the size of the profit after tax of 
participating companies.

 ‒ Collectively, the survey participants 
made a TTC amount of ￥4.3 trillion 
in FY 2009 and ￥4.6 trillion in FY 
2010. The FY 2009 amount 
represents 3.3% of government 
receipts, and was made up of ￥2.3 
trillion in taxes borne and ￥1.9 
trillion in taxes collected.  In FY 
2010, the TTC of ￥4.6 trillion was 
made up of taxes borne of ￥2.7 
trillion and taxes collected of ￥1.9 
trillion.

 ‒ The total amount of ‘corporation 
taxes’ (i.e., corporate income tax, 
corporate inhabitant tax, income-
based enterprise tax and special 
local corporate income tax) was 

￥452.8 million in FY 2009 and 
￥740.5 million in FY 2010. These 
were much lower than the total 
amount of employers’ social security 
contributions, which were ￥1.0 
trillion in FY 2009 and ￥1.0 trillion 
in FY 2010.

 ‒ Corporation taxes accounted for 
19.2% of the total taxes borne in FY 
2009 and 27.3% in FY 2010. These 
tax payments increased over the 
period, but they were not the largest 
taxes borne by survey participants. It 
shows that corporation taxes tend to 
depend largely on economic 
fluctuations and are not a stable 
resource for the national finance. 
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 ‒ The total amount of taxes collected 
by survey participants remained flat 
in the two year period (FY2009: 
￥1.9 trillion; FY2010: ￥1.9 trillion). 
The largest tax was employees’ social 
security contributions, followed by 
gasoline tax and income tax 
withheld from salary. The amount of 
petroleum coal tax collected 
reported by 5 participants in the 
survey, accounted for approximately 
21.5% of total government 
petroleum coal tax revenues in FY 
2009.  Similarly, the amount of 
gasoline tax collected reported by 2 
participants in the survey accounted 
for approximately 14.4% of the total 
government gasoline tax revenue in 

FY 2009. Like the last survey, these 
results illustrate that the tax 
collection for these taxes is 
concentrated on a few numbers of 
companies, which enhances the 
efficiency of tax collection by the 
government.

FY2009 FY2010

Other taxes borne

Fixed assets tax

Employers’ social security 
contributions

Size-based enterprise tax

Special local corporate tax

Income-based enterprise tax

Corporate inhabitant tax

Corporate income tax

Corporation 
taxes 
19.2%

Corporation 
taxes 
27.3%

100%

90%

80%

70%
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30%
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10%

0%

14.2% 12.9%

17.3%

39.4%

3.1%
3.9%
2.5%
5.1%

15.8%

19.7%

43.4%

3.4%

3.4%

5.4%

7.3%

3.2%

Figure 1  Corporation taxes as a percentage of total taxes borne 
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Figure 2  Value distributed to stakeholders

 ‒ In this survey, the total value-added 
generated by participants is defined 
as the sum of net profit after tax, net 
interest paid, wages, and TTC. 
Labour’s share is wages as a 
percentage of the total value-added 
which is still a large component (over 
40%) of the value-added, although it 
decreased from 47.3% in FY 2009 to 
42.6% in FY 2010 as a result of 
increasing profits. The amount paid 
into public finances, defined as 
‘public distribution ratio’ in this 
report, is a percentage of the total 
value added accounted by TTC. The 
public distribution ratio was 33.6% 
in FY 2009 and 33.5% in FY 2010. It 
is almost twice as big as profit after 
tax, which was 16.4% in FY 2009 
and 21.1% in FY 2010.

 ‒ In aggregate, survey participants 
reported employers’ social security 
contributions of ￥1.0 trillion in FY 
2009 and ￥1.0 trillion in FY 2010. It 
remained stable and represents a 
stable source of fiscal revenue. 
‘Employment taxes’ are defined as 
the aggregate amount of employers’ 
social security contributions (taxes 
borne) and income tax withheld 
from salary, withholding inhabitant 
tax, and employees’ social security 
contributions (taxes collected). The 
average employment taxes per 
employee remained fairly flat; ￥2.6 
million in FY 2009 and ￥2.6 million 
in FY 2010.

Total salaries
(excl. employment taxes 

collected)

Total salaries
(excl. employment taxes 

collected)

47.3% 42.6%

Taxes borne

Taxes
collected

Public distribution

Net prp�t
after tax 

Net prp�t
after tax 

16.4% 21.1%

Net interest
2.7%

Net interest
2.7%

Taxes borne
18.3% 19.5%

Taxes
collected

15.3% 14.0%

Public distribution
33.6% 33.5%

FY2009
Total amount
￥12.8553 trillion

FY2010
Total amount
￥13.9127 trillion

(Note) 'Net profit after tax' above is calculated by subtracting corporation taxes paid from accounting net profit before tax recognized in the same fiscal year.   
Threfore, it differs from accounting net profit after tax.
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(2) Total Tax Rate (TTR)

Key findings

 ▶ Overall average TTR in FY 2009 is 52.8% and 48.0% in FY 2010.  Mean 
average TTR in FY 2009 is 43.0% and in FY 2010 is 41.8%.

 ▶ Overall average TTR calculated by combining the data for the two years is 
50.1%.

 ▶ The ratio of corporation taxes in TTR is relatively low considering Japan’s 
high statutory tax rate, especially in a recessionary period.

 ▶ The ratio of employers’ social security contributions and fixed assets tax 
remain high as these are not influenced by business fluctuation.

 ▶ TTR for Japan in the global survey ‘Paying Taxes 2012’ by World Bank and 
PwC is 49.1%, similar to the TTR in this survey.

 ▶ In the global survey, Japan’s TTR ranks 138th out of 183 countries. TTR for 
Singapore is 27.1% (32nd), and TTR of South Korea is 29.7% (42nd).

 ‒ TTRs for all participants were 
calculated in the two ways: (i) on a 
mean average - where the TTR is 
calculated by averaging the TTR 
calculated for every individual 
participating company, and (ii) on an 
overall basis -where TTR is 
calculated for all participants as a 
group. In the case of the former 
method, some companies were 
excluded from the calculation, i.e. 
loss making companies, companies 
with negative or over 100% TTR. 
The mean average TTR was 43.0% in 
FY 2009 (30 participants) and 41.8% 
in FY 2010 (37 participants).  Overall 
TTR was 52.8% in FY 2009 and 
48.0% in FY 2010. This downward 
movement in TTR is as a result of the 
increasing profits with the recovery 
in the economy.

 ‒ In order to eliminate disparities 
between FY 2009 and FY 2010 due to 
the recognition of taxes borne on a 
cash basis, the overall TTR was 
calculated by combining the data of 
these two years. The two-year 

overall TTR was 50.1%. Out of the 
50.1%, corporation taxes represented 
11.8%.

 ‒ Japan’s statutory corporate income 
tax rate is one of the highest among 
the OECD countries, but the portion 
of corporation taxes in the two-year 
TTR represents just 24% points and 
it was not even the largest taxes 
borne. Non-profit taxes, such as 
employers’ social security 
contributions and fixed assets tax, 
were the larger components of TTR. 
The Japanese Government tends to 
focus on the reduction of the 
corporate income tax rate over the 
years to improve the international 
competitiveness of Japanese 
companies, but based on these 
findings, they might find it difficult 
to do so through the reduction of the 
corporate income tax rate only.
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 ‒ PwC conducts a global survey called 
‘Paying Taxes’ with World Bank and 
International Finace Corporation 
(IFC) every year, which analyzes a 
company’s tax burden. In this survey, 
TTRs of 183 countries were 
calculated using the same model of a 
small and medium-sized enterprise. 
Japan’s TTR in the latest survey, 
‘Paying Taxes 2012’, was 49.1% 
which was similar to the result of 
this TTC survey, although this survey 
includes large companies in Japan.

 ‒ Japan’s TTR in ‘Paying Taxes 2012’ 
ranks 138th among 183 countries in 
ascending order. Japan’s TTR was 
similar to the United States and 
Germany (46.7% for both), and 
lower than France (65.7%). With 
regard to the component ratio in 

TTR, the profit tax ratio in TTR was 
higher in Japan and the United 
States, meanwhile the labour tax 
ratio was higher in Germany and 
France. In Asia, TTRs of Singapore 
(27.1%), South Korea (29.7%) and 
Taiwan (35.6%) were significantly 
lower than Japan. TTRs of China 
(63.5%) and India (61.8%) were the 
only two countries that rank higher 
than Japan among Asian countries.

 ‒ The component ratio of profit tax for 
the countries with statutory tax rates 
lower than Japan is also low. From 
this perspective, it may be said that it 
is difficult to improve the 
international competitiveness of 
Japanese companies through 
corporate income tax rate reduction 
only.

Figure 3  Movement of Total Tax Rate (overall)

Others

Fixed assets tax

Employer’s social security
contributions

Special local corporate tax

Income-based enterprise tax

Corporate inhabitant tax

Corporate income tax

3.8%

2.8%
1.8%
1.7%

22.9%

10.4%

9.3%

52.8%

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%

Corporation 
taxes 
10.1%

Corporation
taxes
13.1%

FY2009

7.7%

8.3%

18.9%

1.9%
1.2%
2.5%

7.6%

FY2010

48.0%
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13.0%

1.5%
29.7%

13.7%

18.4%

3.5%
35.6%

23.1%

11.0%

3.2%
37.3%

19.0%

21.8%

5.9%

46.7% 46.7%

27.6%

10.0%

9.1%

27.0%

16.5%

5.6%

49.1%

24.6%

18.2%

19.0%

61.8%

6.0%

49.6%

7.9%

63.5%

8.2%

51.7%

5.8%

65.7%

22.8%

43.4%

2.3%

68.5%

Source:’Paying Tax 2012’ (PwC)

Figure 4  International comparison of Total Tax Rate
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(3) Trend for the last 4 years

Key findings

 ▶ Corporation taxes dropped sharply from FY 2008 to FY 2009, while the level 
of social security contributions remained stable.

 ▶ As a result of the financial crisis and economic recession, TTR in FY 2008 was 
at its highest (75.0%). FY 2009 onwards with the recovering economy, TTR 
came back down to almost the level pre-recession (44.9% - 52.5%).

 ▶ The amount of taxes borne, except for corporation taxes, have only slightly 
decreased from FY 2008 to FY 2009, but the component ratio in TTR has 
increased.

 ‒ The comparative analysis by year 
was performed for the period FY 
2007 to FY 2010 on the 24 corporate 
groups which have participated in 
each year’s surveys.

 ‒ TTC decreased significantly from FY 
2008 to FY 2009. This is as a result of 
the decrease in corporate profits in 
FY 2008, translating into lower 
corporate tax payments made in FY 
2009 (including the increase in 
corporate tax refunds). On the other 
hand, employers’ social security 
contributions payments and taxes 
collected were not impacted by 
business fluctuation and have 
remained stable during the 4 year 
period.

 ‒ In terms of distributed value-added 
for the 4 year period, labour’s share 
increased in FY 2009 (47.7%) due to 
low corporate taxes paid in the 
period and a fall in net profit after 
taxes with the recession.  It is worth 
pointing out that labour’s share 
accounts for more than 40%, TTC 
accounts for more than 30%, and the 
ratio of retained earnings remained 
around 20%.

 ‒ In FY 2008, the overall TTR 
increased sharply (75.0%) for those 
24 participating groups.  This is as a 

result of a decrease in profit before 
tax, but large payments of 
corporation taxes relating to FY 2007 
in the year.  After FY 2008, the 
overall TTR remained at almost the 
same level; 52.5% in FY 2009 and 
50.1% in FY 2010. The overall TTRs 
on a two-year basis (FY 2007 & 
2008, FY 2008 & 2009 and FY 2009 
& 2010) show that participating 
companies bear around 50% of the 
profit after adjustment of taxes borne 
every year despite a difference in the 
component ratio between each 
two-year TTR; i.e. decrease of the 
ratio of corporation taxes. 

 ‒ Taxes borne other than corporate 
income taxes, such as employers’ 
social security contributions and 
fixed assets tax, have remained 
almost the same level during these 4 
years. As these taxes are unaffected 
by economic climate and falling 
profits, the proportion of employers’ 
social security contributions and 
fixed assets tax in TTR have 
increased whilst the corporate taxes 
component decreased.
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Figure 5  Movement of Total Tax Rate (overall) from FY 2007 to FY 2010
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(4) Industry comparison

Key findings

 ▶ TTRs vary considerably from industry to industry (e.g., Transportation: 
70.3%, Trading house: 4.1%).

 ▶ Industries where companies operate in the domestic market tend to have a 
higher TTR than in industries where business is also carried out 
internationally.

 ▶ TTR for those industries where companies also operate internationally is 
lower due to the application of certain tax treatments, such as exclusion of 
dividend received from foreign subsidiary and foreign tax credit.

 ▶ The impact of credit for R&D expenses is relatively small.

 ‒ Further analysis was performed by 
classifying the participating 
corporate groups into six sectors 
namely ‘Chemical & Pharmaceutical’, 
‘Oil, Gas and Information & 
Communication’, ‘Machinery & 
Metal’, ‘Trading house’, ‘Finance’ and 
‘Transportation’.

 ‒ Oil & Gas and Information & 
Communication sector (3 corporate 
groups) accounted for 58.5% of the 
TTC in FY 2010. The main features 
for this sector were its concentration 
on domestic service, the relatively 
stable business performance and a 
large amount of fixed tax payments 
(e.g. fixed assets tax).

 ‒ In the two-year combined basis (FY 
2009 & 2010), the overall TTR for 
Transportation is 70.3%.  The overall 
TTR for Oil & Gas and Information & 
Communication is 65.1%. This 
demonstrates that the TTR of the 
industry where the main business 
activities remain domestic is 
relatively high.

 ‒ The impact on TTR of certain tax 
treatments, such as exclusion of 
dividends received from a foreign 
subsidiary and foreign tax credit, 
differs among the sectors. This 
impact was stronger (i.e., TTR tends 

to be lower) in the sector where 
business expands internationally, 
e.g. Trading house, Machinery & 
Metal. On the other hand, this 
impact was smaller (i.e., TTR tends 
to be higher) in the sector where 
business is concentrated on domestic 
activities. e.g. Transportation and 
Oil, Gas and Information & 
Communication.

 ‒ The impact of the special credit for 
R&D expenses on TTR can be seen in 
the Chemical & Pharmaceutical and 
Machinery & Metal sector. However, 
for all participants, the impact of the 
credit for R&D expenses, the TTR 
(1.5%) was relatively lower 
compared to the impact of the 
exclusion of dividend received from 
foreign subsidiary (3.7%).

 ‒ The impact on TTR of the tax loss 
carry forward is seen mainly in the 
Finance and Chemical & 
Pharmaceutical sectors.

 ‒ It appears where a Japanese 
company expands its business 
overseas and makes a profit derived 
from international business 
activities; it results in an increase in 
tax payments in foreign countries 
and a decrease in tax contributions 
to the government receipts in Japan.



Total Tax Contribution 12

80.0%

60.0%

40.0%

20.0%

0.0%

-20.0%

-40.0%

TTR
(Overall basis) 

Special credit for
R&D expenses

Foreign tax
credit

Tax loss
carryforward

Exclusion of dividend received
from foreign subsidiary

-1.8%

-7.8%

-0.5%

-6.4%

47.3%

63.8%

-10.2%

-5.1%

-10.1%

-4.7%

41.2%

71.4%

-14.4%

-2.1%

-9.5%

4.1%

29.7%

-0.2%

-12.2%

-2.1%

48.3%

62.7%

-0.1%

-1.9%

-0.2%

-0.8%

65.1%

68.0%

-0.2%

-3.2% -1.0%
-0.2%

70.3%

75.1%

-3.7%
-3.6%
-3.1%

-1.5%

50.1%

62.0%

Oil,Gas and
Information & 
Communication

Machinery &
Metal

Finance Transportation OthersChemical &
Pharmaceutical

Trading house

The negative percentages on the chart above indicate the effect of reduction by application of tax treatment above.
The ratio on the top of each bar graph means the TTR in the assumption that there is no tax treatment as above.

(Note)

Figure 6  Total Tax Rate by industry and impact by tax treatment (FY2009&2010)

(Note) The negative percentages on the chart above indicate the effect of reduction by application of tax treatment above .The ratio on the top of each 
bar graph measures the TTR on the assumption that there is no tax treatment  as  above.
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(5) Tax compliance cost

Key findings

 ▶ 60.4% of the total tax compliance cost is spent on administrating corporation 
taxes.

 ▶ The main factor behind the administrative burden for domestic tax matters is 
‘correspondence on tax examinations’, and the main factor for international 
tax matter is ‘documentation for transfer pricing’.

 ▶ The recent tax reform on the reduction of administrative burden, such as 
relaxation of foreign tax credit and CFC rules, were welcomed by Japanese 
companies.

 ‒  For tax compliance cost (tax 
administrative burden), 38 corporate 
participants provided responses in 
respect of FY 2010.

 ‒ The average number of employees 
engaged in tax compliance was 
calculated by summing up the 
annual number of days worked by 
central and shadow tax department 
employees and dividing the sum by 
240, the assumed number of days 
worked per employee per annum. 
Based on the calculation, it was 
found that 7.2 employees at central 
tax department and 6.3 employees at 
shadow tax department were 
engaged in tax compliance.

 ‒ 60.4% of the average tax compliance 
cost relates to the cost for 
administrating corporation taxes. 

 ‒ Participants indicated three tax 
compliance areas they felt carried 
the heaviest burden were (1) 
‘responses to tax examinations’,(2) 
‘analysis on book-tax adjustments in 
filing a final tax return and (3) 

‘creating attachments for corporate 
income tax return form’ for domestic 
tax compliance. For international tax 
compliance, the heaviest burden was 
ranked as (1) ‘preparation of 
documentations for transfer pricing’, 
(2) ‘calculation of foreign tax credit’ 
and (3) ‘calculation of combined 
taxable income on CFC regime’.

 ‒ The recent tax reform for the 
reduction of administrative burden, 
such as foreign tax credit 
(abolishment of indirect foreign tax 
credit associated with the 
introduction of exclusion of dividend 
received from foreign subsidiary) 
and CFC rules (reduction of trigger 
tax rate), were welcomed by 
Japanese companies.
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Section II.
Total Tax Contribution framework
Total Tax Contribution framework

(1) Taxes borne and collected

The Total Tax Contribution framework 
distinguishes between ‘taxes borne’ and 
‘taxes collected.’ ‘Taxes borne’ refers to a 
direct cost borne by companies and 
these costs will affect their net profit. 
‘Taxes collected’ refers to taxes collected 
by companies on behalf of the 
government, therefore, in general, taxes 
collected involve no costs when being 
paid except for the administrative 
expenses associated with their 
collection and management. 

Taxes collected are of importance to 
companies: firstly, they represent tax 
revenues only generated as a result of 
the business activities of these 
companies; and secondly, they will bring 
about administrative costs, impact 
business cash flow, and involve tax 
compliance risk where they are unable 
to collect and pay these over to tax 
authorities.

(2) Total Tax Contribution (TTC)

Total Tax Contribution refers to all the 
direct and indirect taxes payments of a 
company to government; TTC represents 
the aggregate of taxes borne and taxes 
collected.

(3) Total Tax Rate (TTR)

TTR is total taxes borne expressed as a 
percentage of profit before all taxes 
borne in a fiscal year, as shown in the 
formula below. TTR measures the 
burden of all taxes borne in relation to 
profitability.

Adjustment to net profit (loss) before tax 
in the denominator is based on the 
concept that the amount of taxes borne 
that were expensed in the calculation of 
net profit (loss) before tax (e.g. fixed 
assets tax included in taxes and public 
charges account) should be added back. 
However, because the amount of taxes 
borne subject to the adjustment was 
recognised on cash basis, it is different 
from analyses based on accounting 
values.

It must be noted that, because the 
survey recognises taxes borne on cash 
basis, current year’s corporation taxes 
(corporate income tax, inhabitant tax, 
income-based enterprise tax and special 
local corporate tax) are recognised 
based on the amount due with the 
previous year’s final return and current 
year’s interim payment; as a result, 
there will be a ‘period mismatch’ of one 
business year between net profit (loss) 

Total taxes borne
Total Tax Rate	 ＝

Net profit (loss) before tax＋(Total taxes borne – Corporation taxes*)
*Corporation taxes means the total of corporate income tax, inhabitant tax, income-based enterprise tax and  
  special local corporate tax.

before tax and the amount of 
corporation taxes paid. Any refund of 
corporation taxes paid in the previous 
year is recognised as a deduction from 
taxes borne. Considering the above, it is 
necessary to point out that TTR is 
different from effective tax rates.
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Methodology used in survey

In response to the invitation by 
Keidanren and PwC Japan Tax, 41 
corporate groups participated in the 
survey. Given the increasingly-
integrated management of corporate 
groups, it is desirable to measure a 
corporate group’s overall tax 
contributions on a consolidated basis. 
However, in view of the special nature of 
equity tie-ups prevailing across 
Japanese companies, the scope of the 
survey was limited to the parent 
companies and where the activities of 
corporate groups can easily be 
identified.

The survey was conducted using 
electronic data requests. These were 
distributed by email on July 7, 2011 and 
all responses were received by the 
deadline, end of August 2011. PwC 
Japan Tax collated and anonymised the 
data received and analysed it. PwC 
Japan Tax has not verified, validated or 
audited the data, and therefore cannot 
give any undertaking as to the accuracy 
of the study results. 

The survey covered 57 taxes and 
contributions listed in Figure 7.

Tax compliance cost

Tax compliance activity was clearly 
defined and examples of such activities 
were provided to ensure that 
participants provided the correct data. 
Quantitative and qualitative data on tax 
compliance activities were also 
requested for both the central and 
shadow tax departments, including 
outsourcing costs associated with such 
activities.
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Taxes 
borne

Taxes 
collected

<Profit Tax>

1 Corporate income tax X

2 Enterprise tax - income basis X

3 Special local corporate tax X

4 Municipal inhabitants tax X

5 Prefectural inhabitants tax X

6 Tax withheld at source - local tax - dividend X

7 Tax withheld at source - local tax - interest X

8
Tax withheld at source - local tax - capital 
gain

X

9
Tax withheld at source - national tax 
-other than salary

X

10 Mineral product tax X

<Property Tax>

11 Automobile acquisition tax X

12 Automobile tax X

13 Automobile tonnage tax X

14 Business premise tax X

15 Common facilities tax X

16 Fixed assets tax X

17 City planning tax X

18 Housing land development tax X

19 Light vehicle tax X

20 Mining allotment tax X

21 Real property acquisition tax X

22
Special land holding tax　（suspended 
from 2003）

X

23 stamp tax X

24 Tonnage tax and Special tonnage tax X

25 Villadom tax X

26 Water supply tax X

<People Tax>

27 Withholding income tax - salary X

28 Withholding inhabitants tax - salary X

29-30
Employers' social securities contributions X

Employees' social security contributions X

Figure 7  List of taxes covered by the survey

Taxes 
borne

Taxes 
collected

<Product Tax>

31
Consumption tax and local consumption tax X

Irrecoverable consumption tax X

32 Gasoline tax and local gasoline tax X X

33 Petroleum gas tax X X

34 Petroleum coal tax X X

35 Aircraft fuel tax X

36 Diesel oil delivery tax X X

37 Oil price adjustment tax X X

38 Liquor tax X

39 Tobacco tax and special tpbacco tax X

40 Prefectural tobacco tax X

41 Local tobacco tax X

42 Custom duty X

43 Electric power resources development tax X

44 Narrow and small apartment buildings tax X

45 Golf course tax X

46
Enterprise tax (Capital or value-added 
based )

X

47 Registration and license tax X

48 Lodgment tax X

49 Bathing tax X

<Planet Tax>

50

Nuclear fuel tax X

Nuclear fuel handling tax X

Nuclear fuel material handling tax X

51 Spent nuclear fuel tax X

52 Industrial waste tax X X

53 Future environment tax X X

54 Gravel extraction tax X

55 Norikura environmental preservation tax X X

56 Environmental cooperation tax X X

57 Environment tax on history and culture X X
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Section III.
Results of FY 2009/10 survey

Participants and their responses

From the 41 participating corporate 
groups, 20 companies rank among the 
top 50 largest Japanese companies in 
terms of market capitalisation. 
Collectively, the 41 corporate groups 
reported a turnover of ￥92.5 trillion in 
FY 2009, 964,344 employees, and TTC 
of ￥4.3 trillion. This represents 3.3% of 
total government tax receipts. 

The 41 participating corporate groups 
operate in a wide range of industry 
sectors, and, to ensure data 
confidentiality, these corporate groups 
were categorized into 7 industry sectors 
as shown in Figure 8.

As part of the survey the following data 
was collected from participants: 
turnover, net profit (loss) before tax, 
number of employees, total amount of 
salaries, and interest paid and received.

Figure 8  Number of corporate groups by industry sector

Finance 
5

Others 
5

Transportation
7

41Group companies

Chemical  & 
Pharmaceutical
          6

Oil, Gas and      
Information &
Communication 
      3

Machinery &
Metal 
       10

Trading  house
            5
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Number of taxes borne and 
collected as reported by 
participants

Results showed that the average number 
of taxes borne items by the participants 
was 16.0 for FY 2009 and 15.9 for FY 
2010. The average number of taxes 
collected items was 6.8 for FY 2009 and 
6.9 for FY 2010. There was no significant 
difference in the averages between FY 
2009 and FY 2010.

FY 2009 FY 2010

Turnover ￥92.5073 trillion ￥96.4945 trillion

Net profit (loss) before tax ￥2.5608 trillion ￥3.6795 trillion

Number of employees 964,344 977,933

Total amount of salaries ￥7.6207 trillion ￥7.4915 trillion

Interest paid ￥754.2 billion ￥703.1 billion

Interest received ￥407.5 billion ￥320.8 billion

Total Tax Contribution (TTC)

Collectively, the survey participants’ 
TTC amounted to ￥4.3 trillion in FY 
2009 and ￥4.6 trillion in FY 2010. This 
accounts for 3.3% of government tax 
receipts in FY 2009. TTC increased by 
￥334.4 billion (approx. 7.7%) over the 
FY 2009/10 period. The principal reason 
for this was the increase of ￥287.7 
billion in the total corporation taxes 
(i.e., corporate income tax, corporate 

Figure 9  Turnover and other key information on the participants

Figure 10  Summary of Total Tax Contribution

FY 2009 FY 2010

Taxes 
borne

Corporation taxes ￥0.4528 trilion ￥0.7405 trillion

Employers' social security 
contributions

￥1.0223 trillion ￥1.0691 trillion

Others ￥0.8803 trillion ￥0.9016 trillion

Subtotal ￥2.3554 trillion ￥2.7112 trillion

Taxes Collected ￥1.9689 trillion ￥1.9475 trillion

Total Tax Contribution ￥4.3243 trillion ￥4.6587 trillion

Total Japanese government receipts* ￥131.3636 trillion -

Percentage of TTC in government receipts 3.3% -

(*) The amount of 'government receipts' was calculated by aggregating the revenues from taxes, stamps, social security contributions and local taxes. Note that 
the amount includes inheritance and other taxes that are not imposed on corporations.

inhabitant tax, income based enterprise 
tax and special local corporate income 
tax) paid in these periods.

Although the total number of 
participating corporate groups is only 
41, their contributions accounted for 
3.3% of government receipts for FY 
2009. This shows that a small number of 
large-sized companies contribute 
significantly to the Japanese public 
finances.
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Taxes borne

The overall amount of taxes borne for 
the survey participants totalled ￥2.3 
trillion in FY 2009 and ￥2.7 trillion in 
FY 2010. Taxes borne in FY 2009 
accounted for 1.8% of government tax 
receipts in FY 2009.

Results show that corporation taxes 

Figure 11  Major taxes borne by participants as a percentage of government receipts

were not the largest tax borne. Though 
the ratio of corporation taxes to total 
taxes borne increased from FY 2009 to 
FY 2010, it is only 19.2% (￥452.8 
billion) for FY 2009 and 27.3% (￥740.5 
billion) for FY 2010. In FY 2009 
particularly, because the participants’ 
net profit before tax significantly 
decreased compared to FY 2008, the 

(In: billion yen)

Major taxes borne

FY2009 FY2010

Total amount 
reported in the 

survey
Government receipts %

Total amount 
reported in the 

survey
Government receipts %

National taxes (incl. social security contributions)

Corporate income tax 171.6 6,356.4 2.7% 427.5 8,967.7 4.8%

Employers' social security contributions 
(Note 1) 1,022.3 26,114.7 3.9% 1,069.1 - -

Cuntom duty 67.7 731.9 9.2% 68.2 785.9 8.7%

Stamp tax/Registration and license tax 
(Note 2) 14.5 1,067.6 1.4% 15.0 1,024.0 1.5%

Petroleum coal tax 16.1 486.8 3.3% 16.7 501.9 3.3%

Gasoline tax 46.5 2,715.2 1.7% 52.5 2,750.1 1.9%

Local taxes

Corporate inhabitant tax (Note 3) 127.0 2,462.0 5.2% 138.9 2,711.4 5.1%

Enterprise tax 159.5 2,701.1 5.9% 152.2 2,253.0 6.8%

Fixed assets tax (Note 4) 465.0 10,125.5 4.6% 468.4 10,221.9 4.6%

Business premise tax 27.4 327.5 8.4% 27.6 329.5 8.4%

Diesel oil delivery tax 89.9 814.7 11.0% 92.0 917.5 10.0%

Others (Note 5) 147.9 77,460.2 - 183.2 - -

Total tax borne (Note 6) 2,355.4 131,363.6 1.8% 2,711.2 - -

<Source of government receipts> 'Outline of financial results' by Ministry of Finance, 'White Paper on Local Public Finance' by Ministry of Internal Affairs and 
Communications, 'The Cost of Social Security in Japan FY 2009' by National Institute of Population and Social Security Research, 'Annual Statistics Report' by 
National Tax Agency
(Note 1) The amount of government receipts from social security contributions is the amount of employers' social security contributions. No data has been  

 provided for FY 2010.
(Note 2) The amount of government receipts from stamp tax/registration and license tax is the amount of stamp revenue reported in the national financial results.
(Note 3) The amount of government receipts from corporate inhabitant tax include prefectural inhabitant tax paid by corporations and municipal inhabitant tax  

 per capita levy and corporate income tax levy, but exclude prefectural inhabitant tax paid by individuals and per interest levy and municipal inhabitant  
 tax per capita levy and income levy.

(Note 4) The total amount of fixed assets tax reported in the survey and the government receipts from the tax include city planning tax.
(Note 5) The amount of ‘Others’ of government receipts includes the taxes collected.
(Note 6) The amount of 'government receipts' was calculated by aggregating the revenues from taxes, stamps, social security contributions and local taxes. Note  

 that the amount includes inheritance and other taxes that are not imposed on corporations.

corporation taxes as percentage of total 
taxes borne (19.2%) was lower than the 
percentage for employers’ social security 
contributions (43.4%) and fixed assets 
tax (19.7%). It shows that corporation 
taxes calculated on profits tend to 
depend largely on economic fluctuation 
and are not a stable resource for the 
public finances, while employers’ social 
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security contributions and fixed assets 
tax are less susceptible to economic 
fluctuation and are more stable 
contribution to the public finances. 

Total custom duty paid by participants 
represented 9.2% of total custom duty 
government receipts. It shows that 41 
participating corporate group, especially 
trading houses, bore a large amount of 
custom duty. Similarly, the Diesel oil 
delivery tax paid by participants 

Figure 12  Corporation taxes as a percentage of total taxes borne

FY2009 FY2010

Other taxes borne

Fixed assets tax

Employers’ social security 
contributions

Size-based enterprise tax

Special local corporate tax

Income-based enterprise tax

Corporate inhabitant tax

Corporate income tax

Corporation 
taxes 
19.2%

Corporation 
taxes 
27.3%
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3.9%
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5.1%

15.8%

19.7%

43.4%

3.4%

3.4%

5.4%

7.3%

3.2%

amounted to 11.o% of government 
receipts for this tax and it shows a large 
burden for only a few large-sized 
companies.
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Taxes collected

Total taxes collected were ￥1.9 trillion 
and ￥1.9 trillion in FY 2009 and FY 
2010 respectively. In aggregate, the 
amount collected in FY 2009 represents 
1.5% of government receipts. 
Employees’ social security contribution 
was the largest tax collected overall, 
followed by gasoline tax and 
withholding income tax from salary. 
Meanwhile the total tax borne increased 
by 15% over FY 2009 to FY 2010, the 
total tax collected remained flat in these 
two years.

Approximately 14.4% of government 
gasoline tax revenues for FY 2009 was 
paid by the survey participants who 
provided data on gasoline tax. Similarly, 
approximately 21.5% of government 
petroleum coal tax revenues for FY 2009 
was accounted for by the amount paid 
by the participating corporate groups. 
These two taxes were paid by a limited 
number of corporate groups among the 
participants. It demonstrates that the 
collection of these two taxes heavily 
depends on a limited number of 
companies.

Figure 13  Major taxes collected by participants as a percentage of government receipts

(In: billion yen)

Major taxes collected

FY2009 FY2010

Total amount 
reported in the 

survey

Government 
receipts %

Total amount 
reported in the 

survey

Government 
receipts %

National taxes (incl. social security contributions)

Withholding income tax (salary) 360.9 8,888.9 4.1% 353.6 8,730.9 4.0%

Employees' social security contributions 
(Note 1) 905.6 29,297.8 3.1% 953.8 - -

Withholding income tax (other than salary) 57.6 3,703.7 1.6% 54.3 3,672.4 1.5%

Consumption tax (incl. local 
consumption tax) -149.9 9,807.5 -1.5% -194.5 10,033.3 -1.9%

Gasoline tax 390.9 2,715.2 14.4% 402.3 2,750.1 14.6%

Petroleum coal tax 104.6 486.8 21.5% 116.8 501.9 23.3%

Local taxes

Withholding inhabitant tax (salary) (Note 2) 277.9 12,263.2 2.3% 251.4 11,363.6 2.2%

Withholding inhabitant tax (dividend and 
interest) 7.4 165.1 4.5% 8.3 150.2 5.5%

Others (Note 3) 14.1 64,035.4 - 1.5 - -

Total tax collected (Note 4) 1,968.9 131,363.6 1.5% 1,947.5 - -

<Source of government receipts>'Outline of financial results' by Ministry of Finance, 'White Paper on Local Public Finance' by Ministry of Internal Affairs and 
Communications, 'The Cost of Social Security in Japan FY 2009' by National Institute of Population and Social Security Research, 'Annual Statistics Report' by 
National Tax Agency
(Note 1) The amount of government receipts from social security contributions is the amount of employees' social security contributions. No data has been  

 provided for FY 2010.
(Note 2) The amount of government receipt from ‘withholding inhabitant tax (salary)’ is the sum of prefectural inhabitant tax paid by individuals  and municipal  

 inhabitant tax (per capita levy and income levy).
(Note 3) The amount of ‘Others’ of government receipts includes the taxes borne.
(Note 4) The amount of 'government receipts' was calculated by aggregating the revenues from taxes, stamps, social security contributions and local taxes. Note  

 that the amount includes inheritance and other taxes that are not imposed on corporations.
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Notional taxes and local taxes

National taxes represent approximately 
70% of TTC and the remainder relates to 
local taxes in FY2009 and 2010. This is 
similar to the proportion of national 
taxes to local taxes in the last survey 
(national taxes accounted for 74% of 
TTC in FY 2008).

Figure 14  National and local taxes split of Total Tax Contribution

National tax
70.4%

Local tax 
29.6%

National tax
72.4%

Local tax 
27.6%

FY 2009 FY 2010
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Figure 15  Value distributed to stakeholders

Total Tax Contribution as a 
percentage of value distributed

The value-added generated by 
businesses is measured in terms of 
wages, interests, dividends, retained 
earnings, etc., and is national income 
when distributed. In this survey, 
value-added is taken to be the aggregate 
of net interest payments, wages and 
salaries (the value used as the tax base 
for value-added based enterprise tax), 
net profit after tax, and taxes borne and 
collected (i.e. TTC). Labour’s share is the 
ratio of wages and salaries to the total 
value-added, while the ratio of TTC to 
the total value-added is referred to as 
the ‘public distribution ratio’ in this 
report. It refers to value distributed to 
government and other public sector 
organisations.

Participants’ labour’s share decreased 
from 47.3% in FY 2009 to 42.6% in FY 
2010. Although the amount of wages 
and salaries decreased in FY 2009, 
company’s net profit reduced by a larger 
proportion in the two-year period. As a 
result, labour’s share increased 
relatively.

The public distribution ratio was 33.6% 
in FY 2009 and 33.5% in FY 2010. It 
shows that approx. one-third of value-
added generated by businesses is 
distributed to the public sector.

Total salaries
(excl. employment taxes 

collected)

Total salaries
(excl. employment taxes 

collected)

47.3% 42.6%

Taxes borne

Taxes
collected

Public distribution

Net prp�t
after tax 

Net prp�t
after tax 

16.4% 21.1%

Net interest
2.7%

Net interest
2.7%

Taxes borne
18.3% 19.5%

Taxes
collected

15.3% 14.0%

Public distribution
33.6% 33.5%

FY2009
Total amount
￥12.8553 trillion

FY2010
Total amount
￥13.9127 trillion

(Note) 'Net profit after tax' above is calculated by subtracting corporation taxes paid from accounting net profit before tax recognized in the same fiscal year.   
Threfore, it differs from accounting net profit after tax.
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Total Tax Contribution as a 
percentage of domestic turnover

TTC as a percentage of turnover 
indicates the size of the contribution in 
the context of the size of the operations. 
Based on the survey results, the average 
percentage of turnover was 4.7% for FY 
2009 and 4.8% for FY 2010. 

The ratio of corporation taxes to 
turnover remained fairly flat as a result 
of the similar percentage increase in 
both turnover and corporation taxes 
from FY 2009 to FY 2010.

Figure 16  Total Tax Contribution as percentage of turnover 

FY2009 FY2010

Taxes 
borne

Corporation taxes ￥452.8 billion ￥740.5 billion

Employers' social security 
contributions

￥1,022.3 billion ￥1,069.1 billion

Others ￥880.3 billion ￥901.6 billion

Taxes collected ￥1,968.9 billion ￥1,947.5 billion

Total Tax Contribution ￥4,324.3 billion ￥4,658.7 billion

Turnover ￥92.5073 trillion ￥96.4945 trillion

Corporation taxes/Turnover 0.5% 0.8%

Other than corporation taxes/Turnover 4.2% 4.0%

Total Tax Contribution/Turnover 4.7% 4.8%

Employment taxes

The number of employees employed by 
survey participants during FY 2010 
totalled 977,933. This represents 
approx. 1.6% of the number of 
employees reported for the same year in 
the Labour Force Survey, i.e. 62.57 
million employees. Employer social 
security contributions by survey 
participants in FY 2009 totalled ￥1.0 
trillion, representing approx. 3.9% of 
employer social security contributions 
received by the government in FY 2009. 

While the corporation taxes paid 
decreased during the recession, the 
companies still had to pay relatively the 
same amount of taxes and contributions 
related to employments. The ratio of 
employers’ social security contributions 
by survey participants to government 
receipts for employers’ social security 
contributions (3.9%) is higher than the 
ratio of corporate income tax paid by 
survey participants to government 
corporate income tax revenues in FY 
2009 (2.7%).

In this survey, the aggregate amount of 

withholding income taxes from salaries 
(national and local) and social security 
contributions (by both employers and 
employees) is referred to as 
‘employment taxes’. The total 
employment taxes paid by survey 
participants are shown below. 
The overall average of employment 

Figure 17  Total amount and composition of employment taxes

FY2009 FY2010

Amount
Component 

%
Amount

Component 
%

Tax 
borne

Employers' social 
security contributions

￥1,022.3 billion 39.8% ￥1,069.1 billion 40.7%

Tax 
collected

Withholding income tax 
(salary)

￥360.9 billion 14.1% ￥353.6 billion 13.4%

Withholding inhabitant 
tax (salary)

￥277.9 billion 10.8% ￥251.4 biliion 9.6%

Employees' social 
security contributions

￥905.6 billion 35.3% ￥953.8 billion 36.3%

Total employment taxes ￥2,566.7 billion 100.0% ￥2,627.9 billion 100.0%
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Figure 18  Employment taxes per employee

Figure 19  Employment taxes as a percentage of total amount of salaries

FY2009 FY2010

Number of employees 964,344 977,933

Employers' social security contributions/
employees

￥1,060 thousands ￥1,093 thousands

Withholding income tax (salary)/employees ￥374 thousands ￥362 thousands

Withholding inhabitant tax (salary)/employees ￥288 thousands ￥257 thousands

Employees' social security contributions/
employees

￥939 thousands ￥975 thousands

Employment taxes/employees ￥2,661 thousands ￥2,687 thousands

FY2009 FY2010

Total amount of salaries ￥7,620.7 billion ￥7,491.5 billion

Employment taxes borne/Total amount of 
salaries

13.4% 14.3%

Employment taxes collected/Total amount of 
salaries

20.3% 20.8%

Employment taxes/Total amount of salaries 33.7% 35.1%

taxes per employee paid by survey 
participants was ￥2.66 million in FY 
2009 and ￥2.69 million in FY 2010. The 
average in FY 2010 is made up of ￥1.09 
million for employers’ social security 
contributions and ￥1.60 million for 
withholding income tax from salary, 
withholding inhabitant tax, and social 
security contributions borne by 
employees.

This survey also looked at the ratio of 
employment taxes to total amount of 
salaries. The ratio was 33.7% in FY 2009 
and 35.1% in FY 2010. It remained 
almost at the same level, though 
employment taxes borne slightly 
increased.

income tax, since it excludes outliers.

Overall average is where the data of all 
participants is aggregated and TTR is 
calculated as a group. Refer to the result 
in Figure 20.

There is a difference in the percentages 
of TTRs calculated on the mean and 
overall bases. However, the trend in the 
decrease from FY 2009 to FY 2010 is 
similar.  This is explained as during 
periods of economic recovery, 
companies’ profits increase by a larger 
proportion than taxes borne, especially 
corporation taxes. As the denominator is 
larger and the TTR figure calculated 
will decrease as compared to where the 
denominator is a smaller figure.

Total Tax Rate (TTR)

TTR is a measure of the burden of all 
taxes borne in relation to profitability of 
a particular business.  It measures the 
total taxes borne as a percentage of 
profit before all taxes borne. TTR for all 
participants was calculated in the two 
ways: on a mean and overall basis.   
Mean average is where TTR is calculated 
by averaging the TTRs for every 
individual participating company. In 
this calculation, some participants were 
excluded as outliers; i.e. loss companies, 
companies with negative or over 100% 
TTR. The mean average TTRs in FY 
2009 and FY 2010 are shown in Figure 
20.  The mean average TTR is an 
appropriate measure in case of 
comparing TTR with statutory corporate 
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Figure 20  Total Tax Rate – mean average and overall

 FY2009 FY2010

Mean average of Total Tax 
Rates for individual 
companies

Total Tax Rate 43.0% 41.8%

The number of samples 30 37

Range of Total tax Rates 2.9%～90.3% 4.4%～97.8%

Overall Total Tax Rate calculated for all participants as a group 52.8% 48.0%

Figure 21  Movement of Total Tax Rate (overall)
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TTR analysis based on FY 2009/10 
combined data

As the survey was conducted on a cash 
basis, corporation tax payments in that 
year are related to the result of the prior 
period. In order to eliminate this 
fluctuation and the effect of the two 
periods, the TTR was calculated by 
using the average of the two years' data.

The overall TTR for the 41 corporate 
groups was 50.1%. The overall TTR in 
the last survey was 56.6%, although it is 
not comparable simply with the TTR in 
this survey because the participant 
companies are not same in both surveys. 
It however indicates that Japanese large 
companies still pay a high amount of 
taxes even after the economic 
downturn. 

Figure 22  Effective corporation tax rate, tax rate in narrow sense, overall Total Tax Rate

The component ratio of corporation 
taxes in the combined TTR was 11.8%, 
which is smaller than employers’ social 
security contributions (20.7%). It 
indicates the large burden of 
employment taxes on large Japanese 
companies.

Comparing TTR with the effective 
corporate tax rate (corporation taxes / 
net profit before tax) and the effective 
‘corporate tax and social security 
contribution’ rate (referred as to ‘tax 
rate in narrow sense’)1, TTR is 
significantly higher than the effective 
corporate tax rate (19.1%), and also 
higher than tax rate in narrow sense 
(39.4%). It clearly demonstrates that 
taxes borne other than corporation 
taxes, i.e. employers’ social security 
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Figure 23  The split of national and local taxes for Total Tax Rate

contributions, fixed assets tax etc., have 
become a heavy burden for companies 
during these years.  This result 
demonstrates the difficulty in improving 
the international competitiveness of 
Japanese companies through the 
reduction of the corporate income tax 
rate only.
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 International comparisons of 
Total Tax Rate – from ‘Paying 
Taxes 2012’

PwC conducts the global survey called 
‘Paying Taxes’ with World Bank and IFC 
every year, which analyzes the 
company’s tax burden. In this survey, 
TTRs of 183 countries were calculated 
by applying the same model of certain 
small and medium-sized enterprises. 
Japan’s TTR in the latest survey, ‘Paying 
Taxes 2012’, was 49.1% which was 
similar to the result of this TTC survey.

Japan’s TTR in ‘Paying Taxes 2012’ 
ranks 138th among 183 countries in 
ascending order. It shows that TTR in 
Japan is relatively high due to the high 
effective corporate tax rate as generally 
recognized.  Japan’s TTR was similar to 
the United States and Germany (130th 
and 131st, 46.7% for both countries), 
and lower than France (164th, 65.7%). 
With regard to the component ratio in 
TTR, the profit tax (e.g. corporation 
taxes) ratio in TTR was higher in Japan 
and the United States, meanwhile the 
labour tax (e.g. social security 
contributions) ratio was higher in 
Germany and France. In Asia, TTRs of 
Singapore (32nd, 27.1%), South Korea 
(42nd, 29.7%) and Taiwan (75th, 
35.6%) were significantly lower than 
Japan. TTRs of China (161st, 63.5%) 
and India (156th, 61.8%) were the only 
two countries that rank higher than 
Japan among Asian countries. The 
reason for high TTR in China is the 
extremely high labour tax (49.6%) while 
profit tax is just 6.0%.

The component ratio of profit tax for the 
countries with statutory tax rates lower 
than Japan is also low. From this 
perspective, it seems difficult to improve 
the international competitiveness of 
Japanese companies through a 
reduction of the corporate income tax 

rate only.
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Figure 24  International comparison of Total Tax Rate – Asia region

Figure 25  International comparison of Total Tax Rate – Europe and Americas
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The methodology of ‘Paying 
Taxes’

‘Paying Taxes’ is a study conducted 
by The World Bank and IFC and 
PwC.  It measures the ease of paying 
taxes for a small to medium-sized 
domestic company in 183 
economies, using three indicators; 
the Total Tax Rate (the cost of all 
taxes borne), the time needed to 
comply with the major taxes (profit 
taxes, labour taxes and mandatory 
contributions, and consumption 
taxes), and the number of tax 
payments. The result of the study is 
shown by ranking each indicator. In 
this study, all taxes and 
contributions that must be paid by a 
standardised business in each 
economy are estimated based on 
certain assumptions. Paying Taxes 
thus differs from the TTC survey 

which is based on actual data.

The basic assumptions of a 
standardised business in Paying 
Taxes are as follows:

The business:

 ‒ is a limited liability; taxable 
company.

 ‒ operates in the economy’s largest 
business city. 

 ‒ is 100% domestically owned and 
has five owners, all of whom are 
natural persons.

 ‒ performs general industrial or 
commercial activities. 
Specifically, it produces ceramic 
flowerpots and sells them at 
retail. It does not participate in 
foreign trade.

 ‒ owns two plots of land, one 
building, machinery, office 
equipment, computers and one 

truck. 
 ‒ has 60 employees and pays for 

additional medical insurance for 
employees as an additional 
benefit.

 ‒ has a turnover of 1,050 times 
income per capita. It makes a loss 
in the first year of operation.

 ‒ has a gross margin (pre-tax) of 
20%.

 ‒ sells one of its plots of land at a 
profit at the beginning of the 
second year.

 ‒ distributes 50% of its net profits 
as dividends to the owners at the 
end of the second year.

For more information of ‘Paying 
Taxes 2012’, see the full report 
(http://www.pwc.com/gx/en/
paying-taxes/index.jhtml).

Figure 26  Ranking of Total Tax Rate

Rank Economy
Total Tax Rate

Profit Tax Labour tax Other taxes Total

1 Timor-Leste 0.0% 0.0% 0.2% 0.2%

2 Vanuatu 0.0% 4.5% 3.9% 8.4%

3 Maldives 0.0% 0.0% 9.3% 9.3%

4 Macedonia, FYR 6.3% 0.0% 3.4% 9.7%

5 Namibia 4.0% 1.0% 4.8% 9.8%

6 Qatar 0.0% 11.3% 0.0% 11.3%

7 United Arab Emirates 0.0% 14.1% 0.0% 14.1%

8 Zambia 1.5% 10.4% 2.6% 14.5%

9 Saudi Arabia 2.1% 12.4% 0.0% 14.5%

10 Bahrain 0.0% 14.6% 0.4% 15.0%

23 Hong Kong 17.6% 5.3% 0.1% 23.0%

32 Singapore 6.5% 15.9% 4.7% 27.1%

42 Korea 15.2% 13.0% 1.5% 29.7%

82 United Kingdom 23.1% 11.0% 3.2% 37.3%

96 Netherlands 20.9% 18.1% 1.5% 40.5%

130 Germany 19.0% 21.8% 5.9% 46.7%

131 United States 27.6% 10.0% 9.1% 46.7%

132 Russia 9.0% 32.1% 5.8% 46.9%

133 Australia 26.0% 20.4% 1.3% 47.7%

138 Japan 27.0% 16.5% 5.6% 49.1%

156 India 24.6% 18.2% 19.0% 61.8%

161 China 6.0% 49.6% 7.9% 63.5%

164 France 8.2% 51.7% 5.8% 65.7%

168 Brazil 22.4% 40.9% 3.8% 67.1%

170 Italy 22.8% 43.4% 2.3% 68.5%
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Section IV.
Movements in the recent 4 years

Methodology used in this analysis

It would be possible to make a 
comparative analysis of the recent 4 
years, from FY 2007 to FY 2010 by 
comparing the results of this survey 
with the last survey. However, the 
number of participating corporate 
groups in both surveys differ (last 
survey:38 corporate groups; this 
survey:41 corporate groups).   This 
section will hence look at trends over 
the 4-year period for the corporate 
groups which participated in both 
surveys to provide a better picture.

The sample of this analysis

The number of samples picked out for 
this purpose was 24 corporate groups 
which were divided into 5 sectors as 
shown in Figure 27. The summaries of 
turnover and so on are shown in Figure 
28.

In the recession after the financial crisis 
in FY 2007, the turnover decreased from 
FY 2008, but recovered in FY 2010 
(increased by 5.2% from FY 2009). Net 
profit before tax significantly decreased 
from FY 2007 to FY 2008 (by 57%), but 
it also recovered in FY 2010 (increased 
by 30.4% from FY 2009).

The number of employees decreased 
from FY 2008 to FY 2009 by 9.9%. As a 
result, the total amount of salaries also 
decreased during these periods (by 
5.9%).

Figure 27  Number of corporate groups by industry sector for 4 years 
      comparisons

Chemical & 
Pharmaceutical

5

Others
2

Trading house
4

Machinery & Metal
10

 Oil, Gas and
 Information &
Communication

3

Figure 28  Turnover and other key information on the corporate groups for  
      4 years comparisons

FY2007 FY2008 FY2009 FY2010

Turnover ￥95.9088 trillion ￥88.1699 trillion ￥74.0815 trillion ￥77.9615 trillion

Net profit (loss) 
before tax

￥5.8223 trillion ￥2.5034trillion ￥2.2112 trillion ￥2.8824 trillion

Net profit before 
tax/Turnover

6.1% 2.8% 3.0% 3.7%

Number of 
employees

857,156 861,241 775,802 790,211

Total amount of 
salaries

￥6.6125 trillion ￥6.5446 trillion ￥6.158 triilion ￥6.0833 trillion
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Movements in Total Tax 
Contribution (TTC)

The amount of TTC decreased 
significantly from FY 2008 to FY 2009 
(by 27.3%). The main reason is the 
decrease in corporation taxes (by 
67.7%). 

As mentioned in the foreword, the 
survey has been conducted on a cash 
basis. The tax liability based on the prior 
year’s result was recognized in the year 
when corporation taxes were actually 
paid. Therefore, there is one-year 
disparity between the result of net profit 
and corporation taxes paid. Due to the 
significant decrease of net profit in FY 
2008, corporation taxes paid also 
decreased in FY 2009 and it caused the 
decrease of TTC in FY 2009. In addition, 
the decrease of employment taxes 
collected (i.e. withholding income tax 
from salaries, employees’ social security 
contributions) due to the decrease of the 

number of employees was also the 
reason for the decrease of TTC in FY 
2009. The amount of TTC slightly 
increased in FY 2010 compared to FY 
2009 (by 7.3%). This was as a result of 
the recovery of corporation taxes 
payments.

Figure 29  Movement of Total Tax Contribution for 4 years
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Movements in taxes borne

In the last 4 years, corporation taxes 
decreased significantly in FY 2009, 
while employees’ social security 
contributions and some taxes borne that 
were not linked to the company’s result 
(e.g. fixed assets tax etc.) have remained 
flat for 4 years. It demonstrates that 
large Japanese companies continued to 
bear such taxes and contribution at a 
high level regardless of business 
fluctuations.

Corporation taxes decreased from FY 
2008 to FY 2009 by ￥1.0 trillion. This 
amount accounted for 14.6% of the 
decrease of government receipt on 
corporation taxes for these periods  

(￥6.8 trillion). It indicates that the 
decrease of corporation taxes incurred 
by these 24 corporate groups had a large 
impact on the decrease of government 
receipts. In terms of recession, it can be 
said that the government should not 
largely depend on taxes based on profits 
for stable national finances.

Movements in taxes collected

In the last 4 years, taxes collected have 
generally remained stable, although 
employment taxes collected 
(withholding income tax from salaries, 
withholding inhabitant tax and 
employees’ social security contributions) 
decreased from FY 2008 to FY 2009 by 
15.5%.

(In: billion yen)

FY2007 FY2008 FY2009 FY2010

Total 
amount 
reported 

in the 
survey

Government
receipts %

Total 
amount 
reported 

in the 
survey

Government
receipts %

Total 
amount 
reported 

in the 
survey

Government
receipts % 

Total 
amount 
reported 

in the 
survey

Government
receipts %

Taxes 
borne 

Corporate income tax 1,039.5 14,744.4 7.1% 815.6 10,010.6 8.1% 234.8 6,356.4 3.7% 426.4 8,967.7 4.8%
Corporate inhabitant tax 320.7 4,198.2 7.6% 277.9 3,815.4 7.3% 109.5 2,462.0 4.4% 119.3 2,711.4 4.4%
Enterprise tax/Special 
local corporate tax 452.6 5,607.7 8.1% 439.7 5,202.6 8.5% 187.9 3,375.0 5.6% 209.5 3,673.0 5.7%

Employers' social security 
contributions 842.1 27,201.0 3.1% 874.0 27,326.1 3.2% 823.0 26,114.7 3.2% 869.1 - -

Fixed assets tax 293.1 9,944.7 2.9% 290.7 10,118.9 2.9% 289.5 10,125.5 2.9% 287.9 10,221.9 2.8%
Cuntom duty 91.4 941.0 9.7% 79.5 883.1 9.0% 67.4 731.9 9.2% 65.5 785.9 8.3%
Others 288.5 - - 327.5 - - 210.1 - - 219.6 - -

Total Taxes borne 3,327.9 - - 3,104.9 - - 1,922.2 - - 2,197.3 - -

Taxes 
collected 

Withholding income tax
 (salary) 

326.5 10,138.7 3.2% 326.2 9,988.0 3.3% 259.8 8,888.9 2.9% 255.9 8,730.9 2.9%

Withholding inhabitant tax 
(salary) 288.1 12,116.3 2.4% 305.8 12,422.5 2.5% 196.9 12,263.2 1.6% 174.9 11,363.6 1.5%

Employees' social 
security contributions 759.5 29,673.0 2.6% 786.5 30,121.5 2.6% 742.6 29,297.8 2.5% 787.8 - -

Gasoline tax 430.6 2,110.5 20.4% 371.6 1,889.4 19.7% 390.9 2,715.2 14.4% 402.3 2,750.1 14.6%

Petroleum coal tax 124.5 512.9 24.3% 130.8 511.0 25.6% 104.6 486.8 21.5% 116.8 501.9 23.3%

Consumption tax -294.2 12,841.1 -2.3% -302.6 12,443.0 -2.4% -166.4 9,807.5 -1.7% -214.4 10,033.3 -2.1%

Others 83.9 - - 84.1 - - 46.5 - - 31.6 - -

Total Taxes Collected 1,718.9 - - 1,702.4 - - 1,574.9 - - 1,554.9 - -

Total Tax Contribution (Note) 5,046.8 148,159.1 3.4% 4,807.3 141,273.4 3.4% 3,497.1 131,363.6 2.7% 3,752.2 - -

(Note)  The amount of 'government receipts' was calculated by aggregating the revenues from taxes, stamps, social security contributions and local taxes.

Figure 30  Major taxes borne and collected by corporate groups as a percentage of government receipts

In general, consumption tax has no 
impact on TTC except for non-creditable 
input consumption tax (deductible) 
especially for the finance sector, because 
companies effectively do not bear 
consumption tax. Apart from this, there 
were many cases where participants 
who export goods or products to 
overseas claimed a refund in the final 
tax return. As a result, the consumption 
tax collected indicated a negative 
amount (i.e. refund position) for every 
year. It is assumed that the change of 
consumption tax rate will not have an 
impact on TTC in general. It is necessary 
to continue to observe this trend closely 
in a future survey.
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Total Tax Contribution as a 
percentage of domestic turnover

The movements in TTC expressed as a 
percentage of turnover has remained 
stable, though it slightly decreased from 
FY 2008 to FY 2009 due to the decrease 
of corporation taxes. Other taxes and 
contributions than corporation taxes 
had an almost same trend with turnover 
in fluctuation. As a result, the ratio 
remained relatively at the same level.

Figure 31  Total Tax Contribution as a percentage of turnover

Total Tax Contribution as a 
percentage of value distributed

When comparing each distribution ratio 
for 4 years, the labour’s share, which 
relatively increased in FY 2008 due to 
the significant decrease of net profit 
after tax, further increased to 47.7% in 
FY 2009. For these periods, the total 
amount of salaries decreased by 3.3% 
due to the reduction in workforce. On 
the other hand, taxes borne significantly 
decreased (by 38.1%) and, accordingly, 
the total of value-added also decreased. 
As a result, labour’s share relatively 
increased. In FY 2010, net profit after 
tax and public distribution ratio 
recovered, whereas labour’s share 
slightly decreased. However, labour’s 
share remained at a high level (44.2%).

The public distribution ratio indicates a 
high distribution ratio (42.9%) in FY 
2008 caused by good results of 

companies in FY 2007. Except for this 
year, it remained around 34%. 
Generally speaking, participating 
companies distribute around 40% of 
their value-added to their employees, 
30% to the government and 20% to 
retained earnings.
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(in: trillion yen)

FY2007 FY2008 FY2009 FY2010

Net profit after tax 4.0785 1.0334 1.7365 2.1871

Total salaries (excl. 
employment taxes collected) 5.2384 5.1261 4.9587 4.8648

Net interest paid 0.2211 0.2404 0.2134 0.2091

Taxes borne 3.3279 3.1049 1.9222 2.1973

Taxes collected 1.7189 1.7024 1.5749 1.5549

Total amount 14.5848 11.2072 10.4057 11.0132

Figure 32  Value distributed to stakeholders for 4 years

Figure 33  Value distributed to stakeholders for 4 years - as a percentage
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Figure 34  Total Tax Rate for 4 years – mean average and overall

Figure 35  Movement of Total Tax Rate for 4 years (overall) 

Movements of Total Tax Rate 
(TTR)

In this analysis the TTR for all sample 
corporate groups was also calculated in 
the two ways as described above; (i) by 
averaging the TTRs calculated for each 
individual participating company (mean 
average), and (ii) by combining all data 
of participants and calculating the TTR 
as a group (overall basis). The results of 
these calculations are shown in Figure 
34.

FY2007 FY2008 FY2009 FY2010

Mean Average of Total Tax Rates 
for individual companies

Total Tax Rate 40.6% 55.0% 40.1% 38.1%

The number of samples 20 16 17 21

Range of Total tax Rates 12.8%～72.5% 28.0%～83.1% 5.1%～90.3% 4.4%～73.7%

Overall Total Tax Rate calculated for all participants as a group 44.9% 75.0% 52.5% 50.1%

We will use the overall TTR ((ii) above) 
for the comparative analysis in this 
section, because it considers the size of 
the company and it is possible to view 
the overall trend of participants.

In the recession after the economic crisis 
in FY 2007, the company’s result 
reduced significantly in FY 2008. As a 
result, net profit before tax, which is 
included in the denominator of the TTR 
calculation, significantly decreased by 
57.0% in FY 2008. On the other hand, 
corporation taxes paid, which is 
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Employers’ social security contributions

included in the numerator of TTR 
calculation, did not show a sharp fall in 
FY 2008 (decreased by 15.7%), because 
it was based on the company’s result of 
the prior year. As a result, the TTR 
increased significantly.

In FY 2009, though the decrease of net 
profit before tax was relatively small (by 
11.7%), corporation taxes payments 
decreased significantly (by 67.7%), 
therefore, the TTR decreased to 52.5%. 
In FY 2010, the TTR slightly decreased 
due to the recovery of company’s results.
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It can be said that the movements in 
TTR show that taxes based on profit, 
such as corporation taxes, are 
susceptible to the effect of economic 
fluctuation and unstable for national 
finances. Although the TTR in FY 2008 
was high due to one-year disparity 
between the result of net profit and 
corporation taxes paid, generally 
speaking, Japanese large companies 
bear taxes and contributions which 
amount to around 50% of adjusted net 
profit (net profit after tax + taxes borne) 
every year.

Figure 36  Movement of Total Tax Rate based on 2-year combined data

TTR analysis based on 2-year 
combined data

In order to eliminate the fluctuation and 
the effect of the two periods, the TTR 
was calculated by using the average of 
the two years' data, shown in Figure 36.

Although the TTR was high in the 
period ‘FY 2008 & FY 2009’ (64.5%), 
TTRs became steady. In comparing the 
period ‘FY 2007 & FY 2008’ and ‘FY 
2009 & FY 2010’, it was found that the 
difference of each TTR was a small, but 
the details of each TTR were different. 
In the period ‘FY 2007 & FY 2008’, net 
profit was still large and corporation 
taxes accounted for half of the TTR. In 
the period ‘FY 2009 & FY 2010’, taxes 
and contributions which are not based 
on profit, such as employees’ social 
security contributions, accounted for 
over 70% of the TTR.

The result of this analysis demonstrates 
that, even in the recession, Japanese 
large companies bear taxes and 
contributions, especially employment 
taxes, at a high level, over 50% of 
adjusted net profit.
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Section V.
Industry comparisons
Industry sectors in this survey

The 41 corporate groups which 
participated in the survey operate in a 
wider range of industry sectors than the 
last survey. To ensure we have sufficient 
data in each sector and ensuring data 
anonymity and confidentiality (at least 3 
corporate groups per sector), these 
corporate groups were categorized into 
7 industry sectors:

1) Chemical & Pharmaceutical
2) Oil, Gas and Information &   

Communication
3) Machinery and Metal
4) Trading house
5) Finance
6) Transportation
7) Others

The data per sector in FY 2010 - 
turnover, net profit (loss) before tax, 
number of employees, total amount of 
salaries and interest paid and received 
– are shown in Figure 37.

Total Tax Contribution by 
industry sector

In the analysis of TTC by industry sector 
in FY 2010, key findings were around 
differences between the sectors.

The TTC of the three corporate groups 
in the Oil, Gas and Information & 
Communication sector was ￥2.7 trillion 
and accounted for 58.5% of the TTC of 
all survey participants in FY 2010 (￥4.6 
trillion).

The main features for this sector were 
the relatively stable business 
performance under the business model 
concentrating on domestic service and a 
large amount of fixed tax payments, 
such as employers’ social security 
contributions and fixed assets tax, based 
on many employees and premises. The 
transportation sector also had a large 
TTC and similar features as the Oil, Gas 
and Information & Communication 
sector.

The TTC of Trading house represented a 
negative amount in FY 2010. This was 
mainly as a result of a refund position of 
corporation taxes and consumption tax, 
due to this sector expanding its business 
internationally.

Figure 37  Turnover and other key information by industry sector

Chemical & 
Pharmaceutical

Oil, Gas and 
Information & 

Communication

Machinery & 
Metal Trading house Finance Transportation Others Total

The number of 
samples 6 3 10 5 5 7 5 41

Turnover ￥3.5684 trillion ￥18.5443 trillion ￥32.7085 trillion ￥26.202 trillion ￥6.1007 trillion ￥5.358 trillion ￥4.0126 trillion ￥96.4945 trillion

Net profit (loss) 
before tax ￥272.1 billion ￥1,603.0 billion ￥513.9 billion ￥668.0 billion ￥131.7 billion ￥263.7 billion ￥227.1 billion ￥3,679.5 billion

Net profit before 
tax/Turnover 7.6% 8.6% 1.6% 2.5% 2.2% 4.9% 5.7% 3.8%

The number of 
employees 38,263 316,299 380,551 19,308 45,823 120,021 57,668 977,933

Total amount of 
salaries ￥335.3 billion ￥2,188.7 billion ￥3,218.6 billion ￥291.8 billion ￥305.1 billion ￥827.1 billion ￥324.9 billion ￥7,491.5 billion

Interest paid ￥21.6 billion ￥110.0 billion ￥139.2 billion ￥82.2 billion ￥131.2 billion ￥160.8 billion ￥58.1 billion ￥703.1 billion

Interest received ￥2.0 billion ￥34.5 billion ￥58.7 billion ￥34.2 billion ￥171.3 billion ￥8.5 billion ￥11.6 billion ￥320.8 billion
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Figure 38  Total Tax Contribution by industry sector
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Although the Machinery and Metal 
sector and the Finance sector bore 
various taxes and contributions, 
especially employment taxes, their TTRs 
were below the overall TTR of all 
participants, mainly due to the impact of 
some tax treatments (see the next 
section).

Figure 39  Total Tax Rate by industry sector

Total Tax Rate by industry sector

In the TTR analysis by industry sector, 
TTR was calculated based on the 
combined data for FY 2009 and FY2010, 
in order to eliminate the fluctuation and 
the effect of the two periods. Also, as 
illustrated in Section	Ⅲ, TTR for each 
industry was calculated in two ways; (i) 
by averaging the TTRs calculated for 
every individual participating company 
(mean average), and (ii) by combining 
all data of participants and calculating 
TTR as a group (overall basis). 

We will use the overall TTR ((ii) above) 
for the industry comparisons in this 
section. The TTRs of Transportation 
sector (70.3%) and Oil, Gas and 
Information & Communication sector 
(65.1%) were far exceeding the overall 
TTR of all participants (50.1%). The 
business of both sectors concentrate on 
domestic service, therefore they were 
not largely impacted by the overseas 
economy and exchange fluctuations. As 
a result, their business performances 
were relatively stable and they paid a 
large amount of corporation taxes. In 
addition, they also bore some particular 
fixed taxes, such as fixed assets tax and 
oil related taxes among others.

 Chemical & 
Pharmaceutical 

Oil, Gas and 
Information & 

Communication

Machinery & 
Metal

Trading Finance Transportation Total

Mean average of 
Total Tax Rates 
for individual 
companies 

Total Tax Rate 37.2% 70.5% 36.7% 17.8% 36.0% 60.8% 42.6%

The number of 
samples

4 3 6 4 4 6 32

Range of Total 
Tax Rates 19.4％～45.0％ 61.7％～86.6％ 12.5％～79.4％ 4.7％～33.9％ 16.3％～76.2％ 14.7％～88.9％ 4.7％～88.9％ 

Overall Total Tax Rate calculated 
for all participants as a group

47.3% 65.1% 41.2% 4.1% 48.3% 70.3% 50.1%
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Figure 40  Composition of Total Tax Rate by industry sector (overall)
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and also by tax loss carry forward and 
special credit for R&D expenses. The 
TTR of the Trading house sector was 
mainly reduced by exclusion of 
dividends received from a foreign 
subsidiary (14.4%) and foreign tax 
credit (9.5%). 

TTR in this survey measures the burden 
of all taxes borne by a particular 
business by the amount of taxes paid to 
Japan government. Therefore, the TTR 
of companies operating internationally 
and earning income out of Japan is 
necessarily reduced by application of tax 
treatments, such as exclusion of 
dividends received from a foreign 
subsidiary and foreign tax credit. On the 
other hand, the industries concentrating 
on domestic service, such as Oil, Gas 
and Information & Communication 
sector and Transportation have only a 
limited opportunity to apply 
aforementioned tax treatments, except 
for tax loss carry forward. As a result, 
the impact of application of tax 
treatments to the TTRs of these 
industries is low. 

The tax treatments that had a larger 
impact on the TTR of each sector were 
different based on the future of the 
industries. For the TTR of Chemical & 
Pharmaceutical sector, the impact of the 
special credit for R&D expenses was 
relatively high. For the TTR of Finance 
sector, the impact of tax loss carry 
forward was the highest.

Figure 42 illustrates the TTR of each 
industry as positive and the impact of 
application of tax treatments as 
negative. The percentages represented 
on the right side of each graphs are the 
amount of TTR and the percentage of 
tax treatment reduction impact in 
absolute figures. This amount is referred 

The impact on TTR of tax 
treatments

In the analysis of industry comparisons 
in this survey, we investigated the 
impact of some tax treatments on the 
TTR by sector, such as exclusion of 
dividends received from a foreign 
subsidiary and foreign tax credit etc. 
Figure 41 illustrates the impact of five 
tax treatments (exclusion of dividends 
received from a foreign subsidiary, tax 
loss carry forward, foreign tax credit, 
special credit for R&D expenses and CFC 
regime) as accumulated percentages 
calculated by dividing each credited 
amount2 by application of tax treatments 
above by the denominator of TTR 
(adjusted net profit).  Note that the TTR 
of each industry was the overall TTR for 
all participants included in each sector, 
and was calculated based on the 
combined data for FY 2009 and FY2010.

The accumulated percentages of the 
impact on TTR for all participants (41 
corporate groups) are 11.8%. It means 
that the TTR was reduced by 11.8% by 
application of these tax treatments. The 
detailed calculation shows that the 
impact of the exclusion of dividends 
received from a foreign subsidiary 
(3.7%), tax loss carry forward (3.6%) 
and foreign tax credits (3.1%) were 
almost at the same level. On the other 
hand, the impact of the exclusion of a 
special credit for R&D expenses (1.5%) 
is lower.

The impact of these tax treatments on 
TTR differed by sector, both which tax 
treatments were most significant and 
the size of the impact. The TTR of 
Machinery and Metal sector was mainly 
reduced by exclusion of dividends 
received from a foreign subsidiary 
(10.2%) and foreign tax credit (10.1%), 

2 With regard to income deduction treatment, such as exclusion of dividends received from a foreign subsidiary, tax loss carryforward and CFC regime, we 
calculated the credit equivalent amount by multiplying general effective tax rate for large companies (40.69%).

to as the ‘hypo TTR’ under the 
assumption that there is no tax 
treatment shown as above in Japan.

The hypo TTRs were almost at the same 
level (62% - 75%) except for Trading 
house (29.7%). The TTRs of the 
Machinery and Metal sector and the 
Chemical & Pharmaceutical sector were 
reduced by application of tax 
treatments. Meanwhile, the TTRs of the 
Oil, Gas and Information & 
Communication sector and 
Transportation sector were less affected 
by application of tax treatments and 
remained at a high level. This result 
shows that the level of impact of 
application of tax treatments on the TTR 
was largely different among industries, 
including the renewed or revised tax 
treatment in the recent tax reforms, 
such as exclusion of dividends received 
from a foreign subsidiary and special 
credit for R&D expenses.

The impact on TTR of Machinery and 
Metal by application of tax treatments 
was larger than the impact on other 
sectors. This result indicates that 
companies belonging to this sector have 
been expanding their businesses 
overseas actively and the industries are 
being hollowed out of Japan as a result. 
Also, it can be said that this trend has an 
influence on the government receipts. 
Conversely, companies belonging to the 
Trading house sector make a 
contribution to the Japanese economy 
by generating profits through overseas 
high-profitable projects, such as the 
development of resources, and 
repatriating profits to Japan. However, 
the level of contribution (i.e. the amount 
of TTC and TTR) by the Trading house 
sector to national finances is lower than 
other sectors. 
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Figure 41  Impact on TTR by tax treatments as a percentage of adjusted net profit (denominator of TTR)
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Figure 42  Total Tax Rate by industry sector and impact on it by tax treatments
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Section VI.
Cost of tax compliance
Tax costs incurred by corporations are 
not only the burden imposed and paid. 
Simplifying a taxation system will 
reduce the business cost of tax 
compliance and will have the same 
political effect as a tax rate reduction.

In the last survey, the data of tax 
compliance costs incurred by Japanese 
companies were collected and analyzed 
for the first time. In this survey, 
quantitative measurements and 
analyses were continuously made in 
relation to the internal and external 
costs required for the tax payment 
process and other procedures associated 
with taxes and social security 
contributions. In addition, qualitative 
analyses related to heavy administrative 
burden were also carried out.

This survey was carried out for FY 2010 
and 38 corporate groups provided valid 
responses.

The average number of employees 
engaged in tax compliance

In this analysis, the data of days spent 
for tax compliance were collected from 
both the central tax department3 and 
the shadow tax department4. The survey 
was designed to look at various taxes 
and not only corporate taxes.  Therefore, 
data was collected for both the 
compliance costs incurred by the central 
tax department and the shadow tax 
departments. Shadow tax departments 
often have employees engaged in tax 
return filing, payment, and collection of 
taxes and social security contributions.

 The average number of employees 
engaged in tax compliance was 
calculated by summing each 
respondent’s annual number of days 
worked by central or shadow tax 
department employees and then 
dividing the sum by 240, an assumed 
number of days worked per employee 
per annum.

The results show that a total of 13.5 
employees were engaged in tax 
compliance, with 7.2 employees based at 
the central tax department and 6.3 
employees at the shadow tax 
department. Therefore, 46.6% of total 
tax compliance days were for the 
account of shadow tax departments.

3 The ‘central tax department’ refers to, irrespective of its name, a division, section, group, etc., of employees who are specialists in tax for the company.
4 The ‘shadow tax department’ refers to those established outside of the central specialist tax department who play a role in tax management and compliance.

Analysis by taxes

Out of the total number of days required 
per annum for tax compliance activities 
performed by central and shadow tax 
departments, 60.4% related to 
corporation taxes, and 20.4% for 
withholding income tax from salary, 
withholding inhabitant tax, and social 
security contributions.

However, out of compliance activities 
performed by the central tax 
department, 82.3% related to 
corporation taxes. In shadow tax 
departments, 43.3% of the total number 
of days required per annum for tax 
compliance activities is related to 
withholding income tax from salary, 
withholding inhabitant tax and social 
security contributions.
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Figure 43  Total tax compliance days - split by department (central and shadow tax)
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Figure 44  Total tax compliance days by tax item
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Total amount of tax compliance 
cost

The cost of tax compliance includes not 
only internal personnel expenses 
mentioned above, but external expenses 
incurred when outsourcing tax related 
services5.

We requested the annual total number 
of days during which employees were 
engaged in tax compliance activities by 
tax item, and then obtained the cost of 
tax compliance by multiplying the 
number of days by the average daily 
compensation rate. The average daily 
compensation amount per day was 
obtained from the FY 2010 Basic Survey 
on Wage Structure using a sampling of 
companies with 1,000 employees or 
more. 

The average costs of corporation taxes 
compliance per participant was ￥62.6 
million. 60.0% of the total tax 
compliance cost was incurred for the 
administration of corporation taxes. 
Given that the corporation taxes 
represent only 24.4% of the sum of 
Japan's national and local taxes (less 
personal income tax and inheritance 
tax), this demonstrates that corporation 

5 Outsourcing costs refer to cost incurred in respect of tax activities performed by external tax service providers.

taxes is an ineffective tax with 
associated compliance cost of over 50% 
of the total tax compliance cost.

On the other hand, consumption tax 
represents a minor percentage (5.8%). 

Figure 45  Total amount of compliance cost and average

(In: thousand yen)

The total number of days 
required per annum

Estimated total salaries 
(Note)　　　　　　　　

Outsourcing 
expenses

Compliance cost
Average cost per 
company

%

Corporate taxes 73,875 1,414,328 14,637 1,428,965 37,604 60.0%

Consumption tax 7,142 136,736 1,361 138,097 3,634 5.8%

Employment taxes 24,904 476,779 18,628 495,407 13,037 20.8%

Others 16,427 314,498 2,676 317,174 8,347 13.3%

Total 122,347 2,342,340 37,302 2,379,642 62,622 100.0%

(Note) It is calculated based on the average daily compensation amount (19,145 yen) calculated by dividing ‘the average monthly compensation’ (382,900 yen) by 20 
days, which data is obtained from the FY2010 Basic Survey on Wage Structure using a sampling of companies with  1,000 employees or more.
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The items carrying a heavier 
administrative burden

Survey participants were also asked to 
list “three items that impose the heaviest 
administrative burden and largest cost, 
for both domestic tax compliance and 
international tax compliance." The top 
three responses with regard to domestic 
tax compliance were (1) “responses to 
tax investigations", (2) “analysis on 

book-tax adjustments in filing a final tax 
return" and (3) “creating attachments to 
corporate income tax return form". The 
responses with regard to international 
tax compliance were (1) “preparation of 
documentations for transfer pricing", (2) 
“calculation of foreign tax credit " and 
(3) “calculation of combined taxable 
income on CFC regime".

Figure 46  Items that impose the heaviest administrative burden and largest cost – domestic tax matter

Figure 47  Items that impose the heaviest administrative burden and largest cost – international tax matter
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The reduction of administration 
burden associated with recent tax 
reform

Recently, some international taxation 
areas were reformed for the purposes of 
simplification of system and reduction of 
administrative burden for taxpayers, 
such as;

 ‒ Abolishment of indirect foreign tax 
credit system with the introduction 
of the system of non-taxable 
dividend income received from 
certain foreign subsidiary

 ‒ Reduction of the trigger tax rate 
under the CFC rule, from 25% to 
20%.

We asked participants whether they 
consider these tax reforms contributed 
to reducing their administrative burden. 
Over 50% of participants felt their 
burden was reduced with the recent tax 
reforms mentioned above (76% for 
abolishment of indirect foreign tax 

Figure 48  Pros and cons on recent tax reform – Did it contribute to reduce the administrative burden?

credit system with the introduction of 
the system of non-taxable dividend 
income received from certain foreign 
subsidiary, 60% for reduction of the 
trigger tax rate under the CFC rule). 
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Closing

This TTC survey was carried out for the 
first in Japan in 2010, covering the 
periods of FY 2007 and FY 2008. It was 
received as a unique survey covering all 
tax items which companies actually bear 
in their business activities in Japan. We 
received positive feedback after 
releasing the result of the first survey. 
The second survey also concentrated on 
the results, such as the size of the 
contributions large Japanese companies 
made to the public finances, or which 
tax item imposed a heavy burden on 
companies during the recession. The 
second survey showed how the burden 
of social security contributions and fixed 
assets tax were larger than corporation 
taxes during the recessionary period. It 
also showed that the TTR of industries 
concentrating on domestic business 
were high, while the TTR of industries 
including their overseas business 
operations were lower due to new tax 
treatments, such as exclusion of 
dividend received from a foreign 
subsidiary.

We expect that this report will provide 
useful information on a company’s 
contribution to the public finances. We 
will aim to carry out the TTC survey in 
Japan on a regular basis to provide a 
useful actual data to enable informative 
discussions in future tax reforms and 
around the competitiveness of Japanese 
businesses.



Total Tax Contribution51

Total Tax Contribution Team

Kazuya Miyakawa
Zeirishi-Hojin PricewaterhouseCoopers
Partner CEO/CPA, Certified Public Tax Accountant

He has been particularly active in advising inbound 
and outbound transactions, and mergers and 
acquisitions of domestic and foreign companies.  
He is an authorized member of the International Tax 
Committee of the Japanese institute of Certified 
Public Accountants.

Kan Hayashi
Zeirishi-Hojin PricewaterhouseCoopers
Advisor/CPA, Certified Public Tax Accountant

He is fully dedicated to international tax service for
Japanese multinational clients and was as a partner at
PwC Japan Tax for more than 20 years. He is a 
member of the BIAC Japan tax committee and Japan
Tax Institute.

Shunji Suzuki

Zeirishi-Hojin PricewaterhouseCoopers 
Manager/CPA, Certified Public Tax Accountant

He has over 11 years international taxation 
experience on corporate reorganizations, investment 
structuring, M&As and transfer pricing.  
He has involved the Total Tax Contribution survey in 
Japan since the last survey (for FY2007 and FY2008) 
and has been leading the survey for FY2009 and 
FY2010.



Total Tax Contribution 52

Publication
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Total Tax 
Contribution 
2009

This survey by PwC Japan 
Tax looks at the actual 
amount of taxes and social 
security contributions 
borne and collected by large 
Japanese companies for 
FY07/08.  It further looks 
at the results  by industry 
sector and compares 
Japan’s results with other 
countries where similar 
PwC country studies 
have been carried out.  
This report is expected to 
contribute to the current 
and future discussions 
towards the tax reform in 
Japan.

www.pwc.com/jp/tax 

Total Tax Contribution 2009

Tax transparency: Communicationg 
the tax companies pay

Total Tax Contribution 
Surveying The Hundred Group

Paying Taxes 2012 
The global picture

Paying Taxes 
The compliance burden

The fist TTC report in Japan
 (December 2010)

The latest report on tax transparency 
survey conducted by PwC UK 
(November 2011)

The latest TTC report in the UK 
(March 2012)

The latest report on the ease of paying 
taxes survey , which was conducted in 
183 countries by the World Bank, IFC, 
and PwC (November 2011)

The report on the impact of different 
government tax administration practices 
on the tax compliance burden for 
business (September 2011)
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About Zeirihi-Hojin PricewaterhouseCoopers
PwC Japan Tax (Zeirishi-Hojin PricewaterhouseCoopers), a PwC member firm, is one of the largest professional tax corporations in Japan with more 
than 480 people. In addition to tax compliance services our tax professionals are experienced in providing tax consulting advice in all aspects of 
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