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LOCAL GOVERNMENT FINANCE OF A MOUNTAIN
VILLAGE: PROBLEMS AND POLICIES

By

Toshio Kuroyanagi

The economic conditions of mountain villages have been relatively
getting worse as compared with other parts of economy in the process
of rapid economic growth of Japan as indicated by GNP, and the “Sanson-
Shinkohd” (the national law to improve the economic conditions in moun-
tain villages) was recently legislated in Japan. The main physical means
of government measures to improve the economic conditions in mountain
villages depend largely on the grant-in-aid and public loan.

This paper attempts to make clear what is main problem of the local
government finance of mountain villages in Japan and to suggest some
measures to improve the financial conditions based on the survey of a
typical mountain village in present-day Hokkaido. The first problem
which is examined here refers to how collective voter’s preference has
been shown on the demand side for public services and how the condition
of minimum cost has been satisfied on the supply side of them. The
second one refers to what are desirable as government measures in order to
realize the optimum conditions of resource allocation in the public sector.

The results of this study are as follows:

Comparing the financial status of the surveyed village with that of
village of average size in terms of administrative unit in Hokkaido and
with that of villages within the similar type of industrial structure in
Hokkaido and the whole country, it is indicated that (1) the rate of
balance of ordinary budget and the index of financial status have been
relatively low, (2) most of village tax burden has been born by secondary
and tertiary industries. The government support to regional public
services for the village has been maintained so inadequately in its financial
measures that the supply of public services has been costly to the tax
bearers in financial management. On the other hand, the public expendi-
tures have been gradually shifted from social expenditures to economic
ones; especially, from general investment in public facilities to the
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investment for primary industry in these days. It is, however, pointed
out that the substance of collective voter’s preference should be fully

considered.
In order to bring in the optimum conditions of resource allocation

to the local government finance in the mountain village, such agricultural
policy as price policy, financial policy and welfare policy for farms should
be improved fundamentally and the vicious cycle between economic level
and local government finance couldn’t be cut off without the improvement.
Making reference to the improvement of government financial system,
(1) an independent loan system adapted to the real state of the regional
agriculture should be established by the village itself, (2) re-evaluation
of such properties as national forests and national railway in the region,
rationalization of lumber sales tax system and of local shared tax system
adapted to the improvement of economy in such mountain villages should

be basically considered.
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