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Does the Swedish Earned Income Tax Credit
Contribute toward Measures for the Working Poor?

Yuka Matsuda

Working poor refers to people who are poor
though working. The number of working poor
has been increasing in recent years in Japan, but
the government has enacted no measures to
help them. There is an abundance of research
analyzing the earned income tax credit in the
US. and the UK. These countries provide a re-
fundable tax credit. The Japanese government
manages the tax office and the social security
office separately, a system that makes it difficult
to implement a refundable tax credit. We
therefore examined the Swedish earned income
tax credit, because it is not refundable. The
purpose of this paper is to investigate the possi-
bility of introducing the non-refundable
earned income tax credit to Japan as a measure
to assist the working poor.

First, we explain the background of Sweden’s
introduction of the earned income tax credit in
2007. Secondly, we consider the amendments
to the earned income tax credit in 2008, 2009,
2010, 2014 and 2016, and their reasons, and
show the present earned income tax credit in
Sweden. Thirdly, we evaluate the effect of the
tax on the workforce and analyze the income
redistribution function. Finally, we show that
the earned income tax credit increased the
workforce while retaining the redistribution

function.

042

With the increasing number of working poor
today, the current social security system in Ja-
pan can be viewed as old-fashioned. The
government needs to construct a new social se-
curity system, thus we examined the earned
income tax credit, but it is also important that
we consider other measures, minimum wages,
and economic policies to strengthen economic
growth.
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