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Supply Chain Structure of Local Products and Price Formation
Process of Returned Goods in Furusato Noze:
(Hometown Tax Donation) System:

A Case Study of Municipalities in Hokkaido, Japan

Ryotaro IMAI Yoshiharu SHIMIZUIKE*

Summary

The purpose of this study is to clarify the structure of the supply chain and the price determination
process for agricultural products within Japan's unique “Hometown Tax Donation” system. The
Hometown Tax Donation system allows taxpayers to make donations to municipalities other than their
place of residence, and in return, they receive benefits in the form of tax deductions and thank-you gifts
(often food). The market size of this system is approximately 1 trillion yen, with about 150 billion yen
accounted for by agricultural products, making it a promising new sales channel. However, there are many
issues regarding tax fairness, leading to heated debates and making it difficult to consider it a permanent
fixture. This study analyzes the system’s operational reality and attempts to elucidate the supply system for
agricultural products. The analysis revealed that the workload of municipal staff causes a bottleneck in supply,
leading to the outflow of benefits from the donor municipalities to outside regions. Furthermore, the strong
price-setting power of I'T businesses in regard to that workload could potentially erode producers’ profits in

the future. This study provides suggestions for the design of a stable and fair Hometown Tax Donation system.

Key words : Furusaro Nozei (Hometown Tax Donation) System, Agriculture supply chain, Tax fairness,
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