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ABSTRACT

This article discusses municipal self-government in Japan by focusing on tax receipts
of local budgets. Revenues and expenditures of local governments of unitary states,
such as Japan, roughly corresponds to subnational budgets of federal states. In uni-
tary frameworks, however, local authorities enjoy greater autonomy. In Japan, local
governments account for a large share of public spending and tax revenues. Tax re-
venues are decentralised and taxes play a significant role in consolidated budget re-
ceipts. The centralised system of local administration and finance that evolved in late
nineteenth-century Japan was based on arrangements prevailing in Germany at that
time. In the second half of the twentieth century, the system of inter-governmental
fiscal relations was rebuilt according to the Anglo-Saxon decentralised model, result-
ing in more autonomy (including tax administration) given to local authorities. The
current version of the local public finance in Japan has several salient characteristics
and combines both centralisation and decentralisation features. The tax base for the
key prefectural and municipal taxes overlaps the tax base for the national income
and consumption taxes. The main source of municipal revenue is the property tax.
Financial equalisation is achieved through grants, essentially in the form of the lo-
cal allocation tax (LAT), which is a percentage of national taxes that is channelled
to prefectural and municipal budgets. Another important feature of local finance is
that municipal governments cover a comparatively large share of expenditures by is-
suing local bonds. The reform of local governance and inter-governmental fiscal rela-
tions conducted in the early 2000s increased the financial autonomy and tax receipts
of municipalities. The reform’s results were positively received by the international
community and may be interesting for several transitional and developing economies
that are seeking to improve their system of local finance.
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AHHOTAIIVISI

Lenplo [JAaHHOV CTAThW SIBJISIETCS XapaKTEPUCTMKA OPraHM3aluy MEeCTHOTO CaMo-
yTpasJieHVs ¥ hOpMIPOBaHIS JOXOTHOVI YacTV MECTHBIX OroipKeToB B Slmonvm. [1o-
XOZIBI VI PACXOIIbl MECTHBIX OIO/KETOB YHWTApHBIX IOCYIAPCTB, BKIIOUAst SIIOHVIO,
MIPVIMEPHO COOTBETCTBYIOT CyOHAIMOHA/ILHEIM OIofpkeTaM dpeflepaTHBHBIX CTpaH,
B TO BpeMs KaK IIOJIHOMOYMS OpPIaHOB CaMOYIIpaBJIeHWS B YHUTapHBIX oOpasoBa-
HISIX 0OBIYHO Immipe. [171si MeCTHBIX OIODKeTOB SITTOHNMI XapaKTepHBI BBICOKAS TOTIS
OCYIIIECTBIISIEMBIX PACXOIOB ¥ HaJIOTOBBIX JIOXOZIOB, HElleHTpasIM3alivisl HaIOrOBBIX
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IIOCTYIUIEHNVL I CyIIIeCTBEHHAS POJIb HAJIOTOB B COBOKYITHBIX OFOIDKETHBIX ITOCTYIUTE-
Hyeax. CricteMa MecTHBIX bmHaHCOB SmoHM cdopmmposariack B KoHile XIX B. 1o
IIPYCCKOMY 00pasily M HOCWIa 1IeHTPaIM30BaHHBIN XapakTep. Co BTOPOVT TIOJIOBVHBI
XX B. MeCTHBIe OpraHbI BIACTV IIOJIyYIUIV CYIIeCTBEHHYIO aBTOHOMIIIO, B TOM UVICIIe
Haj1oroByIo. ITocTpoeHme crcTeMbl MeXXOIOIKeTHBIX OTHOIIEHWVI ITPOVICXOIIIIO II0
PpeKOMeHIaIVAM, OPMEHTHPOBaHHBIM Ha aHITIO-CAKCOHCKYIO JelleHTPaI30BaHHYIO
MOZIeJIb MeCTHBIX (PVIHAHCOB. B HacTosIIIee BpeMsI AITOHCKIIT BapyaHT OpraH3aiim
MECTHBIX OFOIKETOB VIMeeT HEeCKOJIBKO CITeIPIIecKIX 4epT, K KOTOPbIM OTHOCUTCS,
IpeXxJie BCero, rapajulelbHOe COCYIecTBOBaHMe IeHTpain3allii 1 JelleHTpaIn3a-
mym. Kpome Toro, Hajsiorosast 6asa I10 KIIOYeBBIM HaJIoraM IIpepeKTyp M MYyHVIIV-
MaJINTETOB TlepeceKaeTcsl ¢ HallMOHaIBHBIMY HaJIoTaMV Ha JOXOBI ¥ IIOTpebrieHme.
OcHOBY [10Xx0IHOVI Oa3bl MYHMUIIMITIAJIMTETOB COCTaB/IseT HAJIOT Ha MMYIIeCTBO. Bbipas-
HVIBaHVIe OIOIKeTHOV 00eCIIeYeHHOCTV IIPOVI3BOIIATCS ITy TeM 3a4VCIIeHIS B OIOIDKeTHI
npedeKTyp " MyHUIUIIUINTETOB MECTHOTO paclpele/TUTeIIbHOIO Haslora, KOTOPHIN
IIpesicTaByIsieT Co0OVT TpaHChePT M3 IOCTYIIEHNII ITO HAIlMOHAIbHBIM HasloraMm. Bax-
HOVI 0OCOOEHHOCTBIO MECTHBIX (PMHAHCOB SIIIOHMW SIBJISeTCS CPaBHWUTEIILHO BBICOKAs
IOJIsL PAcXoIoB, (PrHAHCHpYyeMad 3a CUeT MyHMIMIIBHBIX obmmrarmit. V HakoHert,
B Hauaste 2000-x rr. B fImoHMM Obula IIpoBefeHa pedOopMa MeCTHOTO caMOyIIpaBJle-
HVISL VI MeXXOFOIDKETHBIX OTHOIIIEHIVI, KOTOpas IpyBeJia K IIOBBIIIEHIIO (PUHAHCOBO
CaMOCTOSITEITFHOCTY VI HAJIOTOBOVI 00eCIIe4eHHOCTVI MYHUIIMITAIIBHBIX 00pa30BaHIL.
PesyrbTaThl pecOpMBI IOJTYUVIIV BBICOKYIO OIEHKY MeXIyHapOIHOIO cooOIIecTsa
VI C 3TOVI TOUKM 3PeHVISI MOTYT IIPeCTABIIATh MHTepeC I BCeX CTPaH, 3aHVMAIOIIVIXCS
yKperuleHreM (PVHAHCOBBIX OCHOB [IeTeJIbHOCTV MECTHBIX OPTaHOB BJIACTIA

KJTFOYEBBIE CJTOBA
MecCTHBIe OIOKeTHI, MeCTHbIe (PMHAHCKI, MEeCTHBIE HaJIOI'M, HaJIOrOBbIe JTOXOJIbI MeCT-
HBIX OI0IkeTOoB, SIoHmMS, TpedeKTyphl, MyHUIIVIIAINTETH], pasJie/leHye HaJIoToB
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1. Introduction

The division of expenditures and reve-
nues between the central and local govern-
ments in countries depends on a variety of
historical, economic, and political factors.
Analysis of the advantages and drawbacks
of national budgeting provides valuable in-
sight into the inner design of fiscal systems
and enables recommendations regarding
the best practices for possible endorsement.
Description of national local finance usu-
ally starts with a cross-country assessment
of several indicators, such as the local gov-
ernments’ tax revenues and expenditures
related to GDP, the share of tax revenues of
local governments as a proportion of total
tax revenue, and the significance of taxes
for local governments’ revenues and for
covering local expenditures. Table 1 com-
pares the share of local budgets in differ-
ent countries in 2018 (the data are sorted in
descending order according to the share of
local governments’ tax revenues as a pro-
portion of total tax revenue).

The Scandinavian countries and Japan
have the largest share of public expendi-
ture at the local level, whereas these figures
are considerably lower in Hungary, Por-
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tugal, Israel, and Greece. Countries with
the largest share of local governments’ ex-
penditures are mostly those that have the
highest percentage of tax revenues in their
GDP. There are, however, some cases with
differences between the share of expendi-
ture and tax receipts of local budgets. For
example, the share of local tax revenue in
Denmark and the Czech Republic is vir-
tually the same, but the latter has much
higher local expenditure. Remarkably, lo-
cal tax revenues in Switzerland are higher
than in Germany, while the situation is the
opposite for local expenditures.

Tax distribution and the number of
local tasks determine the significance of
tax revenues for local budgets. The share
of non-tax revenues at the local level is
comparatively small for most countries.
Therefore, tax revenues of local govern-
ments have to be supplemented by trans-
fers, which play an important role in local
budgets.

The expenditures and revenues of local
budgets in federal states are generally lo-
wer compared to unitary states. We can say
that the data of unitary states corresponds
better to the figures at sub-federal level that
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comprises regional (provincial, prefectural,
etc.) and local budgets. The indicators de-
scribed above clearly show the difference
between centralised and decentralised
public finance systems. A decentralised
system normally has a higher share of lo-
cal expenditures and tax revenues as well
as a higher share of local governments’ tax
revenues in total tax revenue. Taxes gene-
rally play an important role in local govern-
ments’ receipts. Japan can serve as a model
example of a decentralised local finance
system with an important role played by
local self-government.

Compared to other countries, Japan
has the largest share of tax revenues trans-
ferred to local governments, which signi-
fies a high level of commitment to their
expenditures. What are the factors that
shape the distribution of taxing powers
among the governments of different levels
in general, and local governments in par-
ticular? Which taxes are levied at the lo-
cal level? What are the implications of this
model of local finance? Our study aims to
address these questions by describing the
mechanisms of inter-governmental redis-
tribution of tax revenues in Japan.

Table 1
Local governments” budgets in unitary and federal states in 2018
Country Local go- | Tax revenues | Tax revenues | Tax revenues Grants,
vernment of local of local of local govern- | % of local
expendi- | governments,  governments,| ments, % of local | governments’
tures, % % GDP % of total tax| governments’ revenues
GDP revenue revenues
1. Unitary states - local level
Japan 14.7 7.5 38.6 454 40.4
Sweden 23.7 13.0 31.7 53.2 33.7
Finland 20.9 9.7 31.6 464 29.8
France 10.7 5.9 27.3 53.3 222
Denmark 33.4 121 27.0 36.1 57.6
Czech Republic 11.4 5.5 27.0 454 39.2
Republic of Korea 13.1 47 23.6 29.7 51.4
Poland 12.9 4.5 20.5 32.1 50.2
Norway 15.9 6.1 20.2 37.4 441
Italy 14.0 43 15.0 313 55.0
Portugal 5.9 2.5 10.2 43.0 31.8
Israel 5.5 2.4 9.6 41.5 41.4
Hungary 6.4 22 8.7 344 52.6
United Kingdom 9.2 1.7 6.0 17.9 63.9
Netherlands 13.0 1.3 5.3 10.5 72.1
Greece 3.5 0.9 3.4 23.6 63.4
2. Federal states — local level
Switzerland 7.0 43 20.3 60.7 10.8
Germany 8.3 3.3 13.6 38.5 39.3
Canada 8.3 8.3 11.6 384 442
Russia 6.8 1.2 5.7 16.3 75.7
Australia 1.9 1.0 3.4 38.7 13.7
3. Federal states — subfederal level

Canada 223 16.0 55.2 52.8 -
Switzerland 13.4 11.3 529 53.9 -
Germany 13.1 12.6 52.4 57.4 -
Russia 13.1 9.2 44.1 41.9 -
Australia 13.9 54 194 32.6 -

Note: the data for Republic of Korea are given as of 2017.
Source: authors’ calculations according to International Monetary Fund. Government Finance Statistics

Database. Available at: htt data.imf.or

?sk=a0867067-d23c-4ebc-ad23-d3b015045405.
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Our study starts with a brief overview
of the history of local self-government in
Japan. The historical section is followed
by analysis of the relevant legal acts and
empirical data, provided by the Statistics
Bureau of Japan, Ministry of Finance of
Japan, Ministry of Internal Affairs and
Communications (MIAC) of Japan, and
the agencies this ministry comprises - the
Local Public Finance Bureau and the Local
Tax Bureau.

2. Local government and its tax
revenues in Japan
in the XIX and XX centuries

There is considerable research lit-
erature on the division of functions and
sources of funding between different
government levels in Japan. Although
in this country institutions for self-go-
vernance existed as far back as in the feu-
dal period (for more on this, see [1]), the
Meiji era is widely considered to be the
actual starting point for the development
of the local government system [1-4].
Starting from 1871, there appeared a new
administrative division system with pre-
fectures as the key territorial units [3]. By
1888, the number of prefectures had been
reduced significantly from more than
300 to the present-day number of 47. In
the same period, prefectures and munici-
palities (cities, towns and villages) were
included into the hierarchy of local go-
vernments.

The Meiji Constitution, which drew
heavily on its Prussian counterpart, came
in force in 1890. The Prussian Constitution
presented a mixture of semi-feudalism
and rigid bureaucracy, at the same time
positioning the bourgeoisie as the key
economic force. The Japanese elite were
particularly taken with the Prussian con-
stitution, which they saw as ideological-
ly close [4]. Regulatory acts of the Meiji
period were developed with the help of
German specialists: Albert Mosse [5],
a student of Lorenz von Stein and col-
league of Rudolf von Gneist, was invited
to Japan as a legal expert to participate in
drafting the law on local self-governance
(for more on this, see [6]). The second half
of the nineteenth century saw a flouri-
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shing financial science in Prussia [7]. The
Prussian public finance model adopted
by Japan was highly centralized, which
resulted in the appearance of the system
where local governments had little au-
tonomy, the central government was in
charge of tax administration, and local
taxes were mostly stated as a percentage
of national taxes.

During the post-WWII American
occupation of Japan, a range of politi-
cal, economic and social reforms were
implemented, including reforms of the
government system. The 1947 Consti-
tution of Japan was based on demo-
cratic principles and promoted local
autonomy: in particular, it required
that local officials such as mayors and
governors should be elected by direct
popular vote.

In the late 1940s, a group headed by
Prof. C.S. Shoup, a Columbia University
economist and experienced taxation con-
sultant working for the U.S. Treasury De-
partment, were invited to Japan (for more
on C.S. Shoup and the Shoup Mission in
post-war Japan, see [8]). The aim of the
Mission was to devise a system of taxation
that would be contribute to faster restora-
tion of the economy and strengthening de-
mocracy in the country.

The Report on Japanese Taxation of
the Shoup Mission published in 1949 de-
scribed the principles of the local taxation
system [9]. Although the Report mostly
dealt with budget revenues, it also men-
tioned the division of powers between
different government levels which deter-
mined the revenue needs of governments.
Among other things, the Report proposed
a clear delineation of the functions of the
three government levels, with specific
tasks being assigned to each of those le-
vels. The priority was given to munici-
palities, then came the prefectures and
the central government. The division of
taxing powers was to follow several core
principles [9]:

1. The tax system should be simple.
The number of taxes should be reduced
to a minimum and the taxation system
should be transparent, understandable
and convenient to taxpayers.
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2. Local governments should be able to
administer local taxes efficiently. The tax
base should be allocated to specific juris-
dictions.

3. Tax sources should be divided be-
tween the national government, prefec-
tures and municipalities; governments
on each level should have sufficient op-
portunities for efficient tax administra-
tion. Such division enables citizens to see
the connection between the taxes they
pay and the use of the corresponding tax
revenues.

4. Local authorities should have the
powers to change the tax rates in accor-
dance with the needs and expectations of
local inhabitants.

In order to provide more autonomy
for local governments in post-war Ja-
pan, it was recommended to increase
local revenues while simultaneously cut-
ting local expenditures, divide tax bases
and introduce municipal taxes adminis-
tered on the local level. It was planned
to increase the significance of local taxes
while reducing the number of tax le-
vies on the levels of prefectures and mu-
nicipalities. The list of local taxes was
expected to include the property tax,
inhabitant tax, and enterprise tax. The
inhabitant and property taxes were rec-
ommended for the municipal level; the
enterprise tax, food and beverage tax, for
the prefectural level.

The inhabitant tax introduced in the
late 1940s combined the head tax and the
tax that was calculated on the basis of the
tax-paying capacity of citizens, primarily
their income. The tax was levied both on
the level of prefectures and municipali-
ties. Its rate was adjusted annually de-
pending on the fiscal needs. The Shoup
Mission’s Report suggested that the in-
habitant tax should be levied on the in-
come declared by the taxpayer and that it
should be applied only on the municipal
level. It was expected that the tax reve-
nues would double as a result.

The Report also suggested changes
in the approaches to tax base estimation,
which would lead to an increase in the
significance of the local property tax. The
existing tax was calculated on the basis of
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the annual rental value of the property tax,
which led to the proliferation of tax eva-
sion schemes. The Report recommended
to calculate the property tax by using the
market value, which would increase mu-
nicipal tax revenues and enhance a more
just distribution of tax burden in cities,
towns and villages.

The significance of the entertainment
tax and the tax on food and beverages was
explained by the connection between their
tax bases and population density. For the
local level it was recommended to use a
VAT-like enterprise tax with the tax base
defined as “total gross receipts minus all
purchases from other firms, including
purchase of capital equipment, land, and
buildings’ [10].

To a considerable degree, the recom-
mendations of the Report were aimed at
adapting the US federal taxation system
for the needs of the Japanese unitary state.
Some recommendations of the Report, in
particular those concerning the local tax
levied on value added, were innovative
for that time [11].

The architecture of the tax system
described in the Report was formally
approved by the Japanese government.
After the Report was published, Prime
Minister Shigeru Yoshida announced
that in order to build a rational and just
system, it was necessary to follow pre-
cisely the recommendations of the Shoup
Mission. The Minister of Finance Hayato
Ikeda, however, expressed a more cau-
tious attitude: he believed that although
theoretically the recommendations were
correct, it would be difficult to imple-
ment them [12]. It was planned to realize
the Mission’s recommendations in the
middle term.

The introduction of a new enterprise
tax (i.e. the value-added tax) was post-
poned until 1953-1954 and eventually the
Japanese government abandoned the idea
altogether. The inhabitant and property
tax were allocated to municipalities but,
starting from 1954, they were also partial-
ly transferred to the level of prefectures
[13]. Thus, not all recommendations of the
Shoup Mission were realized in the Japa-
nese tax system.
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Table 2

Local budgets’ tax revenues in Japan

Year Local budgets’ tax revenues Share of local budgets’ tax revenues
in total tax revenues, % (not taking into account financial
Before financial After financial equalization) in local budgets’
equalization equalization revenues, %
1940 16 22 20.6
1950 30 44 34.6
1960 32 46 35.6
1970 32 49 354
1980 36 54 34.0
1990 35 53 41.6
2000 40 57 354
2010 44 67 39.6
2018 39 57 45.4

Note: In Japan, the fiscal year runs from 1 April until 31 March. Hereinafter, in our discussion of
budgets in Japan, we will mean financial year and not calendar year when referring to a time period (for
example, 2018 corresponds to the financial year from 01.04.2018 to 31.03.2019).

Source complled by the authors from Fmanczal Statistics of Japan. Available at: https:/ /www.mof.

lish bli fi f .htm

Table 2 illustrates the tax receipts of
local governments in Japan and their sig-
nificance starting from the mid-twentieth
century. The division of tax revenues, on
the one hand, reflected the growing tax au-
tonomy of local authorities. On the other
hand, the national tax revenues used as
transfers to local governments were also
growing in significance. Furthermore, the
decentralization trends in the distribution
of revenues went hand in hand with the
centralization of certain functions.

The post-war system of public finance
in Japan, combining elements of central-
ization and decentralization, which are
usually seen as mutually exclusive, is best
described by the term ‘controlled decen-
tralization” proposed by K. Akizuki [2].
After the Great East Japan Earthquake
of 2011, the importance of centralization
became more evident. Even though the
vast majority of studies in the sphere of
state governance focus on the advantages
of financial decentralization, it is some-
times impossible to effectively deal with
the consequences of large-scale or even
global natural disasters and pandemics on
the local level. Such situations usually re-
quire financial decisions on the part of the
national government. Since the 2010s, the
liquidation of the consequences of the Fu-
kushima accident has been a major impe-
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m (In Japan.); [14].

tus for centralization of the public finance
in Japan (for more on this, see [15]).

Thus, the Japanese public finance sys-
tem is a unique case for research of cen-
tralization and local autonomy, since it
comprises both of these trends. The Japa-
nese model of local public finance is dif-
ficult to compare with its counterparts in
other countries. Studies of the state gov-
ernance in contemporary Germany and
Japan [16] and of the way the Shoup Mis-
sion’s Report shaped Japan’'s tax system
[9] emphasize the differences between the
present-day situation and the principles of
fiscal federalism that the Report proposed.
Current peculiarities of the Japanese local
finance system stem from the combination
of the European centralized model and the
Anglo-American decentralized model, al-
though there are also some features that
are unique to Japan.

In the 1990s, Japan launched a pro-
found administrative and territorial re-
form, involving redistribution of powers
between different levels of government®.
The key provisions of the reform were
described in the Comprehensive Decen-

v For more on this, see: Situation in Lo-
cal Finances 2019, MIC of Japan. Available at:
http://www.soumu.go.jp/menu_news/s-
news/01zaisei07_02000205.html (In Japan.), as
well as [17; 18].
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tralisation Act, which was adopted in
2000 and came into force in 2003. Mu-
nicipal mergers were a part of the reform
resulting in a fall in the number of mu-
nicipalities from 3,229 in 1999 to 1,718 in
2017. The main reasons behind this step
were the unprecedented rates of popu-
lation ageing, changing fiscal needs, de-
creasing population density and other
processes that required optimization on
the municipal level®

In 2003, the beginning of the so-called
‘triple reform” of local budgets was an-
nounced. The reform included, first, cuts
in state subsidies, second, reduction in
the LAT grants, and, third, a shift of tax
sources from the central government to lo-
cal governments. In the first three years of
the reform (2003-2006), the sums of state
subsidies and LAT grants were reduced in
accordance with the plans. Nevertheless,
since tax revenues came rather late to lo-
cal budgets, prefectures and municipali-
ties had to face a serious revenue short-
fall [19; 20]. In the following decade, the
tax revenues started growing but only on
the level of prefectures. In 2006-2016, the
share of tax revenues in the prefectural
budgets rose from 30.2 to 39.3%. On the
municipal level, however, the picture was
quite different: the share of local taxes
declined from 34.4 to 32.7%. At the same
time, state subsidies accounted for a larg-
er share of municipal revenues: there was
an increase from 9.3 to 15.8%. As a result,
prefectures became more autonomous in
terms of revenues while cities, towns and
villages, on the contrary, more dependent
on the central government [21].

3. Tax assignment in Japan

Distribution of tax revenues in Japan
is based on shared use of the tax base by
the national and local governments and
the relative autonomy of prefectures and
municipalities in setting their tax rates
within the limits of the national standard
rates. Thus, C. Shoup’s main idea that each

2 Local Autonomy in Japan. Current Situation
& Future Shape. Ministry of Internal Affairs and
Communications of Japan; 2009. Available at:
http:/ /www.clair.or.jp/j/forum/other data/
pdf/20100216_soumu_e.pdf
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tax should be levied only on one govern-
ment level remained unrealized. Table 3
shows tax revenues of budgets of different
levels in Japan in 2018.

Table 3
Allocation of tax revenues in Japan
in 2018, bln yen
Taxes Central Prefec- Mu-
budget tural nicipal
budget budget
Individual 19420 4679 7674
income taxes
Corporate 12820 5059 2301
income taxes
Consumption 17558 4707 -
taxes
Excise duties 8779 141 861
Property taxes - 1526 8943
Inheritance tax 2240 - =
Other taxes 2026 1581 2030

Source: authors’ calculations according to
Financial Statistics of Japan. Available at: https://
www.mof.go.jp/english/pri/publication/finan-
cial_statistics_of_japan/index.htm (In Japan.).

Most revenues are provided by
the personal income taxes, which include
the national progressive income tax and
inhabitant tax®. To be more precise, in Ja-
pan these taxes have the same name but
different ways of collecting, determined
on the level of prefectures and munici-
palities. The inhabitant tax is levied on
individual citizens and on businesses and
is, therefore, a tax on the population and
local businesses of a specific prefecture
or municipality. Individual citizens pay a
fixed sum of 1,500 yen to the prefectural
budgets and a fixed sum of 3,500 yen to
municipal budgets plus income tax with
the flat rate of 10% (4% for prefectures
and 6% for municipalities) levied on the
taxpayer’s income in the prior year. The
tax base for the inhabitant tax is the same

® The names of taxes and instruments of
revenue distribution in Japan usually reflect the
economic rather than legal aspects of taxation.
For example, the local corporation tax is a na-
tional tax and the word ‘local’ refers to the reason
why it was introduced and its purpose. In fact,
it was introduced to deal with the effects of the
elimination of the prefectural tax that had been
used before. The local allocation tax (LAT) is not
a tax at all but a special kind of grant from the
central budget to distribute some of the national
tax revenues among the local budgets.
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as for the national income tax, although
it does not take into account some allow-
ances, which means that the tax base of the
inhabitant tax is somewhat broader than
the tax base of the national tax. These rates
and amounts of payments are set by the
central government but can be adjusted by
local authorities. The local inhabitant tax
is paid on the source income and is trans-
ferred to the budgets of the prefecture/
municipality where the taxpayer resides
by their withholding agents.

For business taxation on the subcen-
tral level, several mandatory payments
are used: the inhabitant tax (levied by pre-
fectures and municipalities) and prefec-
tural enterprise tax. The corporate inha-
bitant tax levied on businesses includes a
fixed payment (its amount depends on the
capital and staff number) and a payment
calculated based on the national corpora-
tion tax by applying a progressive rate. All
the components of the inhabitant tax are
characterized by a heavier tax burden and
larger taxing powers assigned to munici-
palities than to prefectures.

Prefectures gain revenues from the
enterprise tax, which is levied at a com-
paratively low rate but has a wide range of
tax bases: income, value added and capi-
tal. Small businesses are exempt from this
tax. Since the 2010s, Japan has conducted
a series of corporate tax reforms, which
resulted in the elimination of the corre-
sponding local taxes. Since tax revenues
were unevenly distributed [22], it was de-
cided to levy business taxes on the national
level and transfer a part of these revenues
to local governments in the form of grants.

The local consumption tax is a per-
centage included in the general consump-
tion tax rate in addition to the national tax.
A general increase in the consumption
rate affected prefectural budgets: until Oc-
tober 2019, the local tax rate had been 1.7 %
(the total tax rate 8%) and since October
2019, the local tax rate rose to 2.2% (the to-
tal tax rate 10%) and 1.76% (of the reduced
rate 8%). In setting the key parameters
of the local consumption tax, prefectural
governments have limited powers in com-
parison with other local taxes, where they
enjoy greater autonomy.
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The municipal property tax is a levy
on the market value of land and property.
In the theory of local taxation, it is consid-
ered that the property tax is best levied on
the municipal level since this tax provides
stable receipts and can be effectively ad-
ministered by municipalities. A rise in the
market value of land and property (the
taxable value is revised every three years)
leads to an increase in tax revenues.

Experts have mixed views about the
effectiveness of the shared use of indi-
vidual income, business profits and sales
of goods by the central government, pre-
fectures and municipalities in Japan. On
the one hand, shared tax base on differ-
ent levels of government works against
the benefit principle of taxation (taxpay-
ers do not see the connection between the
mandatory payments they make and the
specific government level that receives
these payments). Moreover, such situation
detrimental to the sustainability of public
finance during recession, since in this pe-
riod the two revenue sources may decline
simultaneously [23]. On the other hand, if
central and local governments share the
same tax base, it helps cut administrative
costs, prevents tax evasion (especially as
far as indirect taxes are concerned), and fa-
cilitates tax reforms on the national level.

There are several criteria for evalu-
ation of local taxes: evenness of distribu-
tion, stability and increasing revenue gen-
eration in response to economic growth.
Viewed in the light of these criteria, the lo-
cal taxation system in Japan shows mixed
results. On the one hand, the most evenly
distributed across the country’s territory
are the consumption tax (prefectures)
and the property tax (municipalities). The
individual inhabitant tax is also distrib-
uted quite evenly [22]. As far as the tax
on local businesses and consumption tax
are concerned, there is a certain balance
between the stability of the tax revenues
in the short term and the possibility of in-
crease in the tax revenues in the medium
term period [24]. K. Ishida has analyzed
the statistics on tax revenues of local go-
vernments in Japan from 1980 to 2017
and showed that, despite the rise of land
prices from the mid-1980s to the 2000s, the
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system of municipal tax revenues was un-
stable while the revenues demonstrated
low rates of growth [25]. T. Tran et al. in
their analysis of the fiscal data of Tokyo
Metropolitan Governments in 2010-2015
found statistically significant positive as-
sociations between the volatility of most
local taxes and expenditure volatility, but
negative associations between the vola-
tility of grants and expenditure volatility
[26]. Nevertheless, despite the problems
faced by the Japanese local tax system, the
country’s government are wary of initia-
ting reforms in this sphere and any adjust-
ments of this system are made only after
prolonged consultations and assessment
of their possible impact on different as-
pects of local finance.

As for taxing powers, as it was shown
above, the main elements of local taxes are
determined on the national level while lo-
cal authorities have the right to set their
own tax rates (adhering to the restrictions
set on the national level) and change cer-
tain parameters of taxation. Municipalities
have slightly broader taxing powers than
prefectures. There is, however, no unified
approach to setting tax rates across Japa-
nese territories. An increase in the local
tax rate often leads to a reduction in the
amount of financial support from other
budgets [27; 28]. Nevertheless, many pre-
fectures and municipalities can set the
rate of the local inhabitant tax as long as
it does not exceed the standard tax rate

[23]. Relatively high local tax rates can be
explained by the fact that local authorities
are not allowed to issue bonds if their tax
rate is lower than the standard [29] while
borrowing is a popular way used by local
authorities in Japan to finance their ex-
penses. Local governments are allowed to
set new taxes not specified by the national
legislation, but such decisions need to be
approved by the Ministry of Internal Af-
fairs and Communications.

In 2018, local governments were allo-
cated a little bit less than 40% of total tax
revenues. Since the mid-2000s, the share
of national taxes has been growing due
to the declining significance of municipal
taxes (Fig. 1).

The share of tax receipts going to mu-
nicipalities is larger than the share that
goes to prefectures. Nevertheless, for a
long time, the ratio of prefectural and mu-
nicipal expenditures and revenues has re-
mained virtually unchanged (Table 4). As
a result of the decentralization reform in
the early twenty-first century, the share of
expenditures and revenues of municipali-
ties grew in comparison with prefectures.

Municipalities fund a wide range of
public services, including education, es-
pecially compulsory education (primary
and secondary school), health care, city
planning, fire services, housing and util-
ity services, and social services. Powers
granted to municipalities by the central
government vary depending on the type
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Fig. 1. Distribution of tax revenues between central and local budgets in Japan, %
Source: authors’ calculations according to Financial Statistics of Japan. Available at: https://www.mof.go.jp,

english/pri/publication/financial_statistics of japan/index.htm (In Japan.)
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of municipalities (mostly depends on the
number of inhabitants)*.
Table 4
Shares of prefectures and municipalities
in total local budgets in Japan

Year | Share in total Share in total ex-
revenues of local | penditures of local

governments, % | governments, %

Prefec- | Munici- | Prefec- | Munici-

tures | palities | tures | palities
1985 50 50 51 49
1990 50 50 51 49
1995 50 50 50 50
2000 50 50 50 50
2005 48 52 49 51
2006 49 51 49 51
2007 49 51 49 51
2014 47 53 47 53
2015 47 53 47 53
2016 47 53 47 53

Source: authors’ calculations according to
Japan Statistical Yearbook 2020. Statistics Bureau,
Ministry of Internal Affairs and Communications
of Japan. Available at: https://www.stat.go.jp/
english/data/nenkan/69nenkan/index.html
(In Japan.).

Prefectures act as a link between mu-
nicipalities and the central government.
Services that extend beyond municipal ar-
eas are funded on the level of prefectures.
The standards for these services are also
set on the prefectural level.

4. Prefectural and municipal tax
revenues

The key local tax in Japan which
provides most revenues is the inhabit-
ant tax. In prefectures, this tax accounts
for a third of tax receipts and in munici-
palities, for up to 45% (Table 5). Receipts
from the inhabitant tax paid by individu-
als are larger than those paid by the cor-
porations. Nevertheless, if we consider
the enterprise tax together with the tax on
corporate inhabitants, it is easy to see that
the amount of taxes paid by individuals
and businesses to prefectural budgets is
approximately the same.

* White Paper on Local Public Finance, 2019.
Ministry of Internal Affairs and Communications of
Japan. Available at: https://www.soumu.go.jp/

iken/zaisei/31data/chihouzaisei 2019 _en.pdf
(In Japan.)

Table 5
Structure of local budgets’ tax revenues
in Japan in 2016
Tax | Share |Sharein
reve- | intax |taxreve-
nue, | reve- | nues of
bln | nues | prefec-
yen |of local| tures/
govern-| munici-
ments, | palities,
% %
Local tax revenues, 39392 100 -
total
1. Local prefectural 18114 46 100
taxes
1.1. Prefectural in- 5891 15 325
habitant tax
- paid by individuals 5017  12.7 27.7
- paid by corpora- 874 22 48
tions
1.2. Local government 4703  11.9 26
consumption tax
1.3. Enterprise tax 4261 108 23.5

1.4. Motor vehicle 1535 3.9 8.5

tax

1.5. Gas oil delivery 933 24 52
tax

1.6. Real estate 397 1 22
acquisition tax

1.7. Prefectural 149 0.4 0.8
tobacco tax

1.8. Automobile 146 0.4 0.8
acquisition tax

1.9. Other taxes 99 0.3 0.5
2. Local municipal 21278 54 100
taxes

2.1. Municipal 9574 243 45
inhabitant tax

- paid by individuals 7365  18.7 34.6
- paid by corpora- 2208 5.6 104
tions

2.2. Property tax 8893 226 41.8
2.3. Light motor 238 0.6 1.1

vehicle tax
2.4. City planning tax 1262 3.2 59
2.5. Municipal 911 23 43
tobacco tax
2.6. Establishment 366 0.9 1.7
tax
2.7. Bathing tax 22 0.1 0.1
2.8. Other taxes 12 0.03 0.1
Source: authors’ calculations according to
Japan Statistical Yearbook 2020. Statistics Bureau,
Ministry of Internal Affairs and Communications
of Japan. Available at: https://www.stat.go.jp/
english/data/nenkan/69nenkan/index.html
(In Japan.).
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The local consumption tax and enter-
prise tax rank second and third in terms of
the amount of tax receipts to prefectural
budgets. Figure 2 illustrates the consoli-
dated structure of the main taxes as sourc-
es of prefectures’ revenues since the early
2000s. In the 2000s, the enterprise tax ac-
counted for about a third of tax revenues
of prefectures but since 2009 its share has
been steadily declining as a result of the
introduction of the LAT. The LAT is set at
a given percentage of the major national
taxes and distributed in the form of grants

20 a3 || 3a]]30]] 39
101123 24]|23

to local governments. The fall in enter-
prise tax revenues is compensated by the
growing role of the inhabitant tax and lo-
cal consumption tax. Since 2016, the main
sources of tax revenues of prefectures
have retained a similar proportion.

The motor vehicle tax, which has ac-
counted for 8-12% of the total tax reve-
nues of prefectures since the mid-2000s,
is levied as a fixed amount depending
on the engine size and how the vehicle is
used (personal or business use). The mo-
tor vehicle tax is based both on vehicle

39((40|]| 40|39 3433|3331
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B Other taxes
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Fig. 2. Prefectural tax revenues in Japan in 2004-2018, %

Source: authors’ calculations according to Financial Statistics of Japan.
Awvailable at: https.//www.mof.go.jp/english/pri/publication/financial_statistics_of japan/index.htm (In Japan.)
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ownership and usage of roads. Since 2010,
the motor vehicle tax revenues have been
declining both in absolute values and in
terms of total tax revenues of prefectures.

Municipal tax revenues come from
the inhabitant tax and property tax. Until
2006, receipts from the property tax had
exceeded those from the income tax but
starting from the second half of the 2000s,
the situation changed to the opposite. Re-
ceipts from the property tax are more sta-
ble and their year-to-year variation does
not exceed 2-4%.

About 7-8% of municipal tax revenues
come from special purpose taxes (hunting
tax, city planning tax, onsen (bathing) tax)
but the fiscal significance of each of these
taxes is comparatively low. As far as spe-
cial purpose taxes are concerned, local au-
thorities enjoy the most autonomy: they
have the right to set local taxes to address
the needs of their respective territories.

Tax revenues of prefectures and mu-
nicipalities are in general quite balanced:
revenues of prefectures come from three
main sources and those of municipalities,
from two. Local taxes are levied on busi-
nesses and individuals and the taxation
base comprises income, revenue, property
and consumption.

Receipts from local taxes are more
evenly distributed among prefectures
than municipalities (Table 6), which can
be explained by the significance of tax rev-
enues in the capital’s budgets: 79% of lo-
cal expenditures of Tokyo Metropolis are
covered by the receipts from local taxes.

If we compare budgets of municipali-
ties and prefectures, including Tokyo, we
will see that the average significance of lo-
cal taxes for covering expenditures will be
the same - 30%. A smaller share of tax re-
ceipts in the expenditures of local budgets
in comparison with revenues is explained
by the fact that a considerable part of ex-
penditures is covered by the bonds issued
by local authorities. This figure, however,
varies across prefectures more signifi-
cantly than across municipalities. Since
tax revenues are not equally distributed
among the territories, it becomes neces-
sary to provide regular grants to local
governments for fiscal equalization.
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Table 6
Share of revenue sources in local
budgets in 2016
Indicator Share in local budget
expenditures, %
Local | LAT | Local
taxes bonds
1. Prefectural budgets (including Tokyo)
Maximum value 79 40 18
Minimum value 13 0 2
Mean value 32 24 13
Standard deviation 13 10 3
Covariance 42 39 24
2. Prefectural budgets (excluding Tokyo)
Maximum value 62 40 18
Minimum value 13 4 5
Mean value 30 25 13
Standard deviation 11 9 3
Covariance 37 36 20
3. Municipal budgets
Maximum value 50 34 14
Minimum value 16 1 2
Mean value 30 19 9
Standard deviation 9 8 2
Covariance 29 43 21

Source: authors’ calculations according to
Japan Statistical Yearbook 2020. Statistics Bureau,
Ministry of Internal Affairs and Communications
of Japan. Available at: https://www.stat.go.jp/

english/data/nenkan/69nenkan/index.html
(In Japan.).

5. Redistribution of national tax
receipts as grants to local governments

Even though the revenue base of lo-
cal governments is considered quite ba-
lanced, a considerable part of the taxes is
levied on the central level and then trans-
ferred to prefectures and municipalities in
the form of financial assistance (grants).
Grants are usually distinguished from tax
revenue. But as most countries rely on tax-
es for the central government’s revenues,
transfers from higher level budgets are
in fact also tax revenues; these revenues
are for the most part independent of the
territories that receive them. Although in
many countries these considerations are
of theoretical rather than practical nature,
the Japanese system of local governments’
revenues reveals the connection between
grants from the central budget and the tax
revenues of this budget.
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The local allocation tax (LAT) is paid
annually to the budgets of prefectures and
municipalities to adjust the fiscal imba-
lance among local governments. Despite
its name, the LAT is actually a transfer of
a fixed sum from the central to the local
budget. In 2017, this sum included 33.1%
of the income tax and corporate tax reve-
nues, 50% of the alcohol tax and 22.3% of
the consumption tax®. Thus, local govern-

> White Paper on Local Public Finance, 2019.
Ministry of Internal Affairs and Communications
of Japan. Available at: https://www.soumu.
go.jp/iken/zaisei/31data/chihouzaisei 2019
en.pdf (In Japan.)

ments are provided with the basic level of
revenues to maintain the level of public
services according to the unified national
standards. As a result, the revenues of lo-
cal budgets are more or less equal regard-
less of the territories” population size.
Figures 4 and 5 show tax revenues
and financial assistance per capita from
the central budget to prefectural and mu-
nicipal budgets in the ascending order.
Figures 4 and 5 demonstrate the re-
sults of fiscal equalization per capita. The
biggest imbalance in terms of local tax rev-
enues is characteristic of prefectural bud-
gets (the ratio of the standard deviation to
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the mean value per capita was 34% in
2016). After fiscal equalization, the corre-
sponding per capita indicator, which takes
into account local tax revenues, national
tax revenues transferred to local govern-
ments and the LAT, was 23% for prefec-
tures and 18% for local budgets in total.

Even though the LAT is more signifi-
cant for prefectures than for municipali-
ties (Table 6), the biggest differences in the
share of expenditures covered from this
source are characteristic of municipalities.
This can be explained by the uneven dis-
tribution of revenues among cities, towns
and villages.

In 15 prefectures, the LAT covered
from 30 to 40% of local expenditures; in
14, from 10 to 20%. The budget of Tokyo
Metropolitan Government does not rely
on LAT grants. The share of the LAT in
the expenditures of consolidated munici-
pal budgets within one prefecture exceed-
ed 30% only in three prefectures, while in
24 prefectures, it was less than 20%. These
figures point to the fact that on average, in
comparison with prefectures, in munici-
palities the LAT covers a smaller share of
expenditures.

Table 7

National tax revenues transferred

to local budgets in Japan

Year| Share of |Share of local tax revenues
the LAT in| and tax revenues trans-
national | ferred to local budgets in
tax reve- | total tax revenues (taking
nues, % into account fiscal
equalization), %
2006 31.2 63.5
2007 28.9 60.5
2008 321 64.0
2009 33.1 63.7
2010 38.7 67.3
2011 38.5 67.4
2012 37.1 66.1
2013 345 64.0
2014 31.5 61.6
2015 27.9 58.4
2016 28.3 59.2
2017 26.6 57.6
2018 25.5 56.7

Source: authors’ calculations according to
Financial Statistics of Japan. Available at: https:/ /
www.mof.go.jp/english/pri/publication/finan-
cial statistics of japan/index.htm (In Japan.).
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In 2008-2013, local governments re-
ceived about a third of national tax reve-
nues through LAT, and in 2018, a fourth.
Table 1 showed that in comparison with
other countries, Japan has the largest
share of tax revenues going to local bud-
gets. However, if we also take into account
those tax revenues that are transferred to
local governments as financial assistance,
the distribution of tax revenues in Japan
will appear even more decentralized: in
the first half of the 2010s, the revenues of
prefectures and municipalities exceeded
60% of the country’s total tax revenue and
in 2018, 56.7% (Table 7).

In addition, it should be noted that
one more important source of revenues
for prefectures and municipalities is local
bonds.

6. Conclusions

The system of tax revenues of local
governments in Japan has several salient
characteristics related to a complex con-
figuration of centralisation and decentral-
isation, which have taken different forms
at different stages of historical develop-
ment. In the second half of the twentieth
century, the fiscal aspects of local gover-
nance underwent serious transformation.
Specific functions were assigned to dif-
ferent levels of government, tax sources
were allocated to local budgets, and the
decentralised system of public finance
was established. These arrangements,
however, did not eliminate centralisation,
since they also included instruments of
administrative control over local authori-
ties. In the post-war period, the expendi-
tures and revenue figures for prefectures
and municipalities were quite similar.
In the early twenty-first century, after a
round of municipal mergers, the share
of municipalities” expenditures and rev-
enues grew in comparison to prefectures.
Eventually, Japan became a country with
the largest share of tax revenues trans-
ferred to local governments, compared to
other unitary states.

The financial endowments of local au-
thorities in Japan are equalised through
annual payments in the form of the LAT
to local governments. The LAT comprises
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approximately a fourth of prefectural and
a fifth of municipal revenues. Such design
of financial equalisation, combined with
the active use of borrowing, explains why
other grants play a comparatively small
role in local tax revenues. This fact can
also be regarded as an indirect evidence of
the relative stability of local tax revenues
in Japan.

In the early 2000s, the system of pub-
lic finance faced serious challenges, such
as slow economic growth, population de-
cline and ageing, concentration of people
in several large cities, and the outflow of
population from most provincial territo-
ries. The results were a growing budget
deficit and the shrinking capacity of the
central government to subsidise local
budgets. This situation led the govern-
ment to rebuild the mechanism of bud-
geting, both at the national and local
levels. The reform of inter-governmental
fiscal relations that was finalised in 2003
addressed these problems by cutting
central subsidies, reducing the amount
of revenue redistribution, and enhanc-
ing the financial capacity of local go-
vernments. The goals of the reforms were
achieved only at the level of prefectures
while municipalities became even more
dependent on national grants. Therefore,
municipalities have had considerably
fewer opportunities for strengthening
their governing capacity and becoming
more self-sufficient than prefectures. This
implies that different approaches are ne-
cessary to reforming municipal and pre-
fectural budget systems.

The natural disasters that hit Japan in
the 2010s highlighted the need to preserve
the centrally-controlled elements in the
country’s system of public finance. The
choices that Japan made in the aftermath
of these disasters regarding centralisation
and decentralisation of state governance
will affect, in all likelihood, the policies of
other countries when faced with the threat
of a global pandemic.

In Japan, the central and local go-
vernments share tax bases. The taxing
powers of local governments are limited
by the standard tax rates set at the na-
tional level. Such division of tax sources
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creates vulnerabilities in periods of eco-
nomic instability but helps in facilitating
tax administration. Since the beginning
of the 2010s, as part of tax reforms, some
business taxes have been transferred
from the local to national level due to
the unequal distribution of the tax base
across provinces.

For prefectures, the main sources of
revenues are the inhabitant tax, local con-
sumption tax, and enterprise tax. These
taxes usually have the same significance
for prefectural budgets. For municipali-
ties, the primary sources are the local
inhabitant tax and property tax. Tax re-
venues of prefectures are generally lower
than those of municipal governments. Al-
though local tax revenues have a similar
average significance for prefectural and
municipal budgets, prefectures have more
substantial differences in terms of local tax
revenues.

Financial assistance to local govern-
ments is mostly channelled through the
LAT, which is a transfer of a fixed amount
of national tax revenue to the budgets of
prefectures and municipalities. The LAT
provides effective equalisation of local
revenues per capita and is more impor-
tant for prefectures than for municipali-
ties. Taking into account LAT payments,
subnational budgets in Japan received
about 60% of total tax revenues in the
first half of the 2010s, with the reduction
of this share in more recent years. In ad-
dition, prefectures and municipalities
covered about 10% of their expenditures
by issuing local bonds.

Even a limited endorsement of the
Japanese tax system is hardly feasible in
different national settings. At the same
time, the experience of Japan is worth
consideration, especially regarding the
revenue base of local governments. An
interesting subject is the set of limitations
of local taxing powers by the national
government, while another remarkable
trend is that of municipal mergers aimed
at ensuring a balanced regional develop-
ment and equalising the distribution of
tax revenues. The analysis of these matters
can help show the theoretical and practi-
cal relevance of our study.



Journal of Tax Reform. 2020;6(1):73-89 ISSN 2412-8872

References

1. Steiner K. Local Government in Japan. Stanford, CA: Stanford University Press; 1965.
Available at: https:/ /archive.org/details/localgovernmentiO000stei.

2. Kume [, Igbal F., Muramatsu M. (eds) Local Government Development in Post-war Japan.
Oxford University Press; 2002.

3. Saprykin D.A. Evolution of Local Self-Government in Japan in the Nineteenth and Twenty-First
Centuries. Moscow; 2012. (In Russ.)

4. Streltsov D.V. (ed.) Political System of Contemporary Japan. Moscow: Aspekt Press;
2013. (In Russ.) Available at: https://mgimo.ru/upload/iblock/dc0/politicheskaya-sistema-
sovremennoj-yaponii.pdf.

5. Sims R. Japanese Political History Since the Meiji Restoration 1868-2000. Palgrave Macmillan
US; 2001. DOI: 10.1007 /978-1-349-63240-4.

6. Banno J. The Establishment of the Japanese Constitutional System. London and New York:
Routledge; 1992. Available at: http:/ /bookre.org/reader?file=1092498&pg=3.

7. Salina N.V. Investigation of the Problems of Local Taxation’s at Saint-Petersburg Univer-
sity in the Second Part of the XIX - the Beginning of the XX Century. Vestnik Sankt-Peterburgsk-
o0go universiteta. Ekonomika = St Petersburg University Journal of Economic Studies. 2010;(1):102-111.
(In Russ.) Available at: https:/ /economicsjournal.spbu.ru/article/view /2989.

8. Brownlee W., Ide E., Fukagai Y. (eds) The Political Economy of Transnational Tax Reform.
The Shoup Mission to Japan in Historical Context. Cambridge University Press; 2013. DOI: 10.1017/
CBO9781139519427.

9. Shoup C.S. et al. Report on Japanese Taxation by the Shoup Mission. Tokyo Japan: General
Headquarters, Supreme Commander for the Allied Powers; 1949. Available at: http:/ /www.rsl.
waikei.jp/shoup/shoup00.html.

10. Beyer V. The Legacy of the Shoup Mission: Taxation Inequities and Tax Reform in
Japan. Pacific Basin Law Journal. 1992;10(2);388-408. Available at: https:/ /escholarship.org/uc/
item/7wn0f37c.

11. Bronfenbrenner M., Kogiku K. The Aftermath of the Shoup Tax Reforms. Part I. National
Tax Journal. 1957:10(3):236-254. Available at: https:/ /www jstor.org/stable/41790692.

12. Akira A. The Making of the Postwar Local Government System. In: Ward R., Yo-
shikazu S. (eds) Democratizing Japan. The Allied Occupation. University of Hawai'i Press; 1987,
pp- 251-282. DOI: 10.2307/j.ctv9zcm6g.13.

13. Ishi H. Historical Background of the Japanese Tax System. Hitotsubashi Journal of
Economics. 1986;29(1):1-20. DOI: 10.15057 /7843.

14. Shah A. (ed.) Local Governance in Industrial Countries. Washington: World Bank; 2006.
DOI: 10.1596/978-0-8213-6328-7.

15. Matsui Sh. The Role of Central Government and Local Government in Times of Crisis.
Japan’s Experience after the Great East Japan Earthquake Disaster, In: Harding A., Sidel M.
(eds) Central-Local Relations in Asian Constitutional Systems. Oxford and Portland, Oregon; 2015,
pp. 125-148.

16. Muramatsu M., Naschold F. State and Administration in Japan and Germany: A Comparative
Perspective on Continuity and Change. De Gruyter, Inc; 1996.

17. Kimura Sh. Regional Administration in Japan. Departure from Uniformity. London:
Routledge; 2017. DOI: 10.4324 /9781315636740.

18. Suzuki H., Kanda K. Issues of Local Finances and Factors of Its Future Developments. Daiwa
Soken Reports, 2018;30. (In Japan.)

19. Horiuchi Yo. Problems of Local Finances and Reform. Norin Kinyu. 2016;5. (In Japan.)

20. Hachiya K. Disparities in Administrative Services and Distortions of Local Finances. JRI
Review. 2018;9(60). (In Japan.)

21. Ito T., Hoshi T. Japanese Economy. 2 ed. Cambridge: MIT Press; 2020. Available at:
https:/ /mitpress.mit.edu/books/japanese-economy-second-edition.

22. Mochida N. Fiscal Decentralization and Local Public Finance in Japan. London: Routledge;
2008. DOI: 10.4324 /9780203894910.

23. Kimura Sh. Goals and Reforms of Current Japanese Local Tax System. Hitotsubashi
Journal of Law and Politics. 2015;43:17-48.

24. Ishida K. The Trade-Off Between Growth and Stability in Prefectural Tax
Revenue in Japan. International Journal of Public Administration. 2013;36(3):210-221. DOI:
10.1080/01900692.2012.713302.

25. Ishida K. The Growth and Stability of the Local Tax Revenue in Japan. Public Budgeting
& Finance. 2011;31(1):56-75. DOI: 10.1111/{.1540-5850.2011.00974..x.

88


https://archive.org/details/localgovernmenti0000stei
https://mgimo.ru/upload/iblock/dc0/politicheskaya-sistema-sovremennoj-yaponii.pdf
https://mgimo.ru/upload/iblock/dc0/politicheskaya-sistema-sovremennoj-yaponii.pdf
http://doi.org/10.1007/978-1-349-63240-4
http://bookre.org/reader?file=1092498&pg=3
https://economicsjournal.spbu.ru/article/view/2989
http://doi.org/10.1017/CBO9781139519427
http://doi.org/10.1017/CBO9781139519427
http://www.rsl.waikei.jp/shoup/shoup00.html
http://www.rsl.waikei.jp/shoup/shoup00.html
https://escholarship.org/uc/item/7wn0f37c
https://escholarship.org/uc/item/7wn0f37c
https://www.jstor.org/stable/41790692
http://doi.org/10.2307/j.ctv9zcm6g.13
http://doi.org/10.15057/7843
http://doi.org/10.1596/978-0-8213-6328-7
https://mitpress.mit.edu/books/japanese-economy-second-edition
http://doi.org/10.4324/9780203894910
http://doi.org/10.1080/01900692.2012.713302
http://doi.org/10.1111/j.1540-5850.2011.00974.x

ISSN 2412-8872 Journal of Tax Reform. 2020;6(1):73-89

26. Tran T., Drew ]., Noguchi M. The Role of Revenue Volatility in Local Expenditure
Volatility: A Comparison of Tokyo Metropolitan Local Governments. Economic Papers.
2018;37(4):443-455. DOI: 10.1111/1759-3441.12228.

27. Bessho Sh., Ogawa H. Fiscal Adjustment in Japanese Municipalities. Journal of
Comparative Economics. 2015;43(4):1053-1068. DOI: 10.1016/].jce.2014.10.007.

28. Tajika E., Yui Yu. Fiscal Decentralization in Japan: Does It Harden the Budgets of Local
Governments? In: Kaizuka K., Krueger A. (eds) Tackling Japan’s Fiscal Challenges: Strategies to
Cope with High Public Debt and Population Aging. Palgrave Macmillan; 2006, pp. 112-139. DOI:
10.1057/9781137001566_7.

29. Bessho Sh. A Case Study of Central and Local Government Finance in Japan. In:
Yoshino N., Morgan P. (eds) Central and Local Government Relations in Asia. Achieving Fiscal
Sustainability. Edward Elgar Publishing; 2017, pp. 306-332. DOI: 10.4337/9781786436870.00018.

Information about the authors

Natalia V. Pokrovskaia - Candidate of Sciences (Economics), Associate Professor, St.
Petersburg State University (7/9 Universitetskaya Emb., 199034, St. Petersburg, Rus-
sian Federation); ORCID: 0000-0002-8314-9470; e-mail: n.pokrovskaia@spbu.ru.

Andrey V. Belov - Doctor habil. (Economics), Professor, Fukui Prefectural University
(Matsuoka-Kenjojima 4-1-1, Eiheiji, Fukui, 910-1195, Japan); Chief Researcher, St. Pe-
tersburg State University (7/9 Universitetskaya Emb., 199034, St. Petersburg, Russian
Federation); ORCID: 0000-0002-8703-8487; e-mail: abelov@fpu.ac.jp.

For citation

Pokrovskaia N.V., Belov A.V. Tax Revenues of Local Budgets in Unitary States: a Case
Study of Japan. Journal of Tax Reform. 2020;6(1):73-89. DOI: 10.15826/jtr.2020.6.1.076.

Article info
Received February 14, 2020; Revised March 15, 2020; Accepted April 8, 2020

Undopmauua 06 aBTopax

Ioxpobexas Hamasvs Baadumupobua - KaHOMOAAT SKOHOMWYECKMX HAyK, OLIEHT,
Cankr-IletepOyprckuit rocymapcrBeHHEIV yHUBepcuTeT (199034, Poccmsi, r. CaHKT-
ITerepOypr, Yuusepcurerckas Hab. 7/9); ORCID: 0000-0002-8314-9470; e-mail:
n.pokrovskaia@spbu.ru

beno8 Andpeit BacuaveBut - JOKTOP S5KOHOMUYECKMX HayK, ITpodpeccop, YHMBEpCHTET
npedexrypsl Oykyn (Marryoka-Konnsénsmuma 4-1-1, Dixonmsn, Oykyn, 910-1195,
SIroHMst); TIIaBHBIVI HayYHBIN cOTpYTHMK, CaHKT-ITeTepOyprckmii rocyiapcTBeHHBIN
yuusepcuter (199034, Poccust, r. Cankr-IleTepOypr, YHuBepcurerckas Hab. 7/9);
ORCID: 0000-0002-8703-8487; e-mail: abelov@fpu.ac.jp.

AnA UUTUPOBAHUA

IMToxposckasg H.B., Besios A.B. Hastoroseie 10X0J1bI MECTHBIX OIO/KETOB YHUTAaPHOIO
rocynapcrsa: onbIT Sroavv / / Journal of Tax Reform. - 2020. - T. 6, Ne 1. - C. 73-89. -
DOI: 10.15826/tr.2020.6.1.076.

UHPopmauums o ctatbe

Hata nocrymienus 14 gebpasra 2020 e.; naTa IOCTyIUIeHNs TI0CTIe PelleH3MPOBaHMs
15 mapma 2020 e.; paTa npvrsaTv K redatu 8 anpeas 2020 e.

@ 00

BY NC

89


http://doi.org/10.1111/1759-3441.12228
http://doi.org/10.1016/j.jce.2014.10.007
http://doi.org/10.1057/9781137001566_7
http://doi.org/10.4337/9781786436870.00018
https://orcid.org/0000-0002-8314-9470
https://orcid.org/0000-0002-8703-8487
mailto:abelov@fpu.ac.jp
http://orcid.org/0000-0002-8314-9470
mailto:n.pokrovskaia@spbu.ru
http://orcid.org/0000-0002-8703-8487
mailto:abelov@fpu.ac.jp

