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On the Grand Design of Tax System

— A tentative plan from the view of fundamental reform —

Hidetoshi YANO

abstract

The purpose of this paper is to present a framework to examine the fundamental tax design and a future
grand tax design with reference to studies in certains developed countries. So far, majority of the studies
on the tax reforms has been approached ad hoc. This situation may have some risk from the strong
political powers of many rent seekers. Therefore, it is necessary to provide an overview of the tax system
as a whole in order to construct a good system. Recently we can see researches on tax design in U.S.A. and
Europe. Hence we start with a discussion of the principle of taxation, for example, efficiency, fairness,
simplicity, and transitional problems. After that, we propose a tentative tax system in relation to some main
taxes, i.e. income tax, consumption tax, and corporation tax .We try to construct consistently the ideal
features of a future tax system that is based on the consumption tax by using the two period life cycle
model.

Keywords: tax base, design and reform, comprehensive income tax, consumption tax, corporation tax,
principle of taxation, efficiency and equity, simplicity, dual income tax, life cycle model,
expenditure tax
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