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An Analysis on the Change of Revenues
in the Local Governments of Japan between FY 2002
and FY 2007: Influences of the Municipal Mergers
and the Reform of Local Public Finance

ITO, Toshiyasu'

Abstract

The Mergers of cities and towns have been carried out since the middle of 1990s in Japan. The number of
municipalities will lessen from 3,234 in April 1995 to 1,742 in April 2010. The reform of local public finance
followed the mergers. It resulted in the reduction of national treasury disbursements by 4.7 trillion and the
diminution of local allocation tax by 5.1 trillion between FY 2004 and FY 2006. But the transfer of tax revenue
resources from the national government to the local ones amounted to about 3 trillion. This meant for the local
governments decrease by 6.8 trillion in their revenues. Many of them face financial difficulties and feel regional
differences in the revenues.

In this paper we inspect if there are and how much regional differences in the revenues among the local
governments and inquire their factors between FY 2002 and FY 2007. We can find out such facts as follow; 1) the
differences among cities have reduced as a result of growing of local tax per capita in the larger groups and local
allocation tax per capita in the smaller groups, 2) the differences between towns have spread because of keeping
higher local allocation tax per capita in the smaller groups and dropping of it in the larger groups, 3) although local
tax per capita has increased in all prefecture, the differences among them have expanded owing to the gap in the

share of local tax to the revenues.

Key words : Mergers of cities and towns; Reform of local public finance; Regional differences in revenues
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