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The Japanese Tax Measure for the Succession to
Businesses Provides Valuable Insights for Our
Country’s Family Asset Succession

Meng-Yen Tsai’

Abstract

When small and medium-sized enterprise owners pass away, the
burden of inheritance tax may become overwhelming due to the
substantial value of company assets (such as land). In cases where the
inheritance tax cannot be paid, the business may be forced to close. This
not only disrupts the hard-built enterprise but also leaves employees
without jobs. To address this issue, Japan has implemented a Tax
measure for the succession to businesses to prevent business closures
resulting from the inability to afford high inheritance taxes (gift taxes).
Researchers have highlighted that the primary reason Japanese businesses
cannot continue operating is the lack of a successor, a situation more
severe than even the impact of the Great East Japan Earthquake (311
earthquake). The Japanese government hopes that the business succession
tax system will help maintain regional employment opportunities.
According to data from the Japanese Ministry of Economy, Trade and
Industry, by 2025, there will be approximately 2.45 million small and

medium-sized business owners in Japan who are 70 years old or older

Doctor of Law, Taiwan University; Associate Professor of the Department of Public
Finance and Tax Administration, National Taipei University of Business.
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(the average retirement age). Among them, approximately 1.27 million
(accounting for one-third of Japan’s total enterprises) are expected to
face the issue of uncertain successors. If the current situation is not
addressed, Japan could potentially lose a total of 6.5 million jobs and 22
trillion Japanese yen in GDP by 2025. In Japan, the implementation of
previous measures was not satisfactory. Therefore, in 2018, the tax
system was revised and the conditions for its application were relaxed.
After introducing exceptions, the number of applications for this system
significantly increased in the fiscal year 2019. Even during the COVID-
19 pandemic, there were still around 2,600 applications per year. This
achievement greatly contributed to business succession.

Considering Japan’s experience, we should contemplate the situation
in our own country. While discussions in civil society have focused on
the aging trend among business owners and the smooth transition of
management rights to the next generation, there has been limited
comprehensive discussion regarding the potential issue of business
discontinuity and employee unemployment due to the death of elderly
business owners. This article emphasizes the need for ongoing
monitoring and draws inspiration from Japan’s evolving business
succession tax system to prepare for similar challenges that our country
may face in the future. At first glance, the tax systems and rates between
the two countries appear different. However, the idea of reducing the tax
burden should be similar. Moreover, maintaining the integrity of family
businesses would undoubtedly be welcomed by taxpayers. Additionally,

it may serve as a stabilizing factor for employment within society.

KEYWORDS: Tax Measure for the Succession to Businesses,
Inheritance Tax, Estate Tax, SME, Tax Moratorium
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