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Summary

Work Style Required for Employment Income and Specific
Classification Requirements for Business Income in
Personal Income Tax Law.

Hisatoshi Fujiyama

There have been various previous studies on the division of income between salaried and business
income under the Personal Income Tax Law, and it is also being re-discussed, including the recent
changes in the way of working. In particular, there are other forms of work than those characterized
by spatial and temporal constraints, which have been considered in the past, and this has been a cause
of constant disputes.

There are various theories and previous studies on the concept of “dependency”’ and “non-
independence” requirements in terms of the applicability to salary income in income classification, but
based on the premise that work styles will further diversify in the future, it will be extremely difficult
to make a single judgment on a formal and external basis. If this is the case, the “subordination”
requirement, which refers to the external form of labor provision, will not be satisfied as the
applicability of salary income, but the “subordination” requirement, which covers “economic
subordination,” will be enough under the existing interpretation. If “economic dependence” is
synonymous with the specific form of remuneration, the distinction from business income in terms of
applicability to employment income is merely a difference in perspective between “dependence” and
“non-independence”.

In this regard, considering that there are cases where both business income and employment income
are subject to withholding at source for compensation for human services, it seems that the payer, not
the payee, has the right to make the final decision on the classification unless there is a special legal or

practical provision.



