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Decentralization and Sound Finance Act of Self-governing Body

Kato Ichiro

Summary

Decentralization Law was enacted in 1995. It represents that centralized administration
framework of the 20th century no longer functions as a system to run the society and meets new
needs of civil life. Consequently, decentralization, shown as growth of local regions as pillar of
domestic demand expansion, growth of municipalities and municipal corporations as pillar of social
welfare and delegation of financial resources from the central government to local governments,
has been sought due to internationalization, aging, informatization and changes of the times
themselves.

Decentralization, of course, does not conflict with state sovereignty. It is predicated on state
sovereignty. In addition, decentralization is supported not only by group autonomy relatively
independent from the state, but by resident self-governance driven by citizens. Thus, even if local
governments are part of state apparatus, it is not a justification for infringement of resident self-
governance.

Decentralization and relationship between local autonomy and the state are called in question in
various fields including politics, economics and public administration. It raises a question also in
terms of public finance. The scale of local finance in Japan, especially annual expenditure, is
relatively bigger compared to those of foreign countries. Annual revenue is also equivalent to those
of other countries. However, most of annual expenditures are used for the projects conforming to
laws and regulations stipulated by the state and not a few annual revenues are so-called “restricted

finance” from the state such as national treasury disbursement.
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While the national government needs to have future prospects and to obtain approvals of the Diet
to determine annual expenditures and revenues, local governments additionally need to obtain the
state’s approval and to negotiate with the state in many cases. Decentralization has reduced those
issues requiring approvals and negotiations, which does not always represent steady progress of
decentralization and local autonomy.

The Sound Finance Act of Self-governing Body may allow the potential system that the state can
interfere with local public finance and then in local autonomy. This paper pays attention to the
predisposition and studies the relationship between decentralization and Sound Finance Act of Self-

governing Body in a serious situation of local public finance.
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