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Increase and decrease of the number of
Local governments not in receipt of Lccal
allocation tax (LAT)

Tosihiko Machida

[summary]

Since 2003 fiscal decentralization was promoted. Main target was
intergovenmental reallocation of tax resources and increase of local
taxes share. Autonomy of local finance was expected to build up
by reduction of dependence on transfers from central government
(national treasury disbursements).

In 2006 the Ministry of Internal Affairs and Communications
announced the plan of increase of local taxes share from 40% to
50%, the share of Local governments not in receipt of LAT in cities
with more than 200 thousand inhabitants from 18% to 50%.

The number of Municipalities not in receipt of LAT increased
from 114 in 2003 to 186 in 2007, afterward decreased to 58 in 2011.
The share of Local governments not in receipt of LAT in cities
with more than 200 thousand inhabitants increased to 31.2% in 2008,
but not reached goal (50%). Intergovenmental reallocation of tax
resources was not sufficient.

From 2008 Central government adopted horizontal equalization
by shift part of local taxes to national taxes. Local taxes share
decreased to 40% in 2014. The number of Municipalities not in
receipt of LAT 1is 75 in 2020, The share of Local governments not
in receipt of LAT in cities with more than 200 thousand inhabitants
1s 10~12% since 2016. Fiscal decentralization by increase the
number of Local governments not in receipt of LAT is retreating.
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