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Abstract

Since its enforcement of local autonomy, Japan has established many
institutions to build up the self-governance and independence of local
government bodies. For this, it is necessary to stably establish the finances
of local government bodies. Thus, Japan has improved the local finance
system in order to have local finances established and stabilized since the
era of economic revival after World War II. However, since local govern-
ment bodies were controlled by higher bodies including the central govern-
ment, in many respects regarding the finances, their finances were weak.
As such, local government bodies could not help relying on the financial
supports such as local subsidies and national subsidies from the central
government.

The reliance of local government bodies on the central government led
to limitations on substantial local autonomy. As such, Japan has promoted
the so-called Trinity Reform for the 3 years from 2004 to 2006, with a
view to establishing a local finance system that matches the decentralization
of power. The reform is composed of the so-called Trinity Reform, including
the ensuring of local finances for decentralization of power, the abolishment
or reduction of the national subsidies for the balanced finances among
local government bodies, which base local finances, the transition of tax
sources from the central government into local government bodies. It aimed
to reform the local finance support system to establish the local autonomy,
under the keynote “Delegate anything the local government can do to it”.

Furthermore, it was to realize the substantial local autonomy through the



stabilization of local finances, to say nothing of the existing formal local
autonomy.

Through the reform, till year 2006 Japan carried out the reduction or
abolishment of about 4.7 trillion yen of national subsidies, the transition
of 3 trillion yen of tax sources, and the reformation of 5.1 trillion yen
of local subsidies including the temporary finance measure bond.

As such, Japan has discussed and reformed the local finance support
system for a long time. This study explored Japanese local finance support
system with a focus on the recent Trinity Reform, which aims to implement
the substantial decentralization of power.

Although Japanese local finance support system is not greatly different
from the Korea's, detailed operation differs with each other. The contents
of the Trinity Reform that feature the preparation of institutional devices
that may cope with the increase of demand for local finances through the
change of the rate of legal grants of national tax, the expansion of local
government bodies' authorities for subsidy programs, and the reformation
of the operation of subsidies, offer many implications to Korea's local finance

support system.

Key words : Local autonomy, local finances, local finance support,
Trinity Reform, local subsidy, national subsidy, local

concession
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