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Abstract

This paper examines the taxation of income derived from creative activities in an age
of generative Al, focusing on the treatment of copyrights and capital gains under the
Income Tax Act of Japan. It first confirms that the concept of “copyright” in the Income
Tax Act is interpreted consistently with that in the Copyright Act, and then reviews
the copyrightability of Al-generated outputs in light of the Agency for Cultural Affairs’
General Understanding on Al and Copyright in Japan. The paper further analyzes Article
82 of the Order for Enforcement of the Income Tax Act, which uniformly treats transfers
of copyrights created by a taxpayer as long-term capital gains, and argues that this rule is
based on an empirical assumption that creative works generally require a long period to
produce. It then questions the appropriateness of applying this rule to works generated
instantaneously by Al In addition, it addresses issues concerning the classification of
income where human creative contributions are added to Al-generated outputs as well
as issues with the interpretation of the phrase “[copyrights] related to one’s own works.”
The paper concludes by highlighting the need for interpretative and legislative responses
in light of the changing factual premises in an age of Al.
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