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Proposal 1
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— legally establishing the “forum of central and local governments”

- == F3lization of the “forum of centrar and™ =

‘ Establishment of the “Local Administrative and Finance \
i Association” !
e

’ » \
local governments \
Chief Cabinet Representatives of /
Secretary, related the six associations of &
.Minist~ers munﬂaalu"ﬁs -

Results

*The central government makes the final decision

{- Proposals from local governments not adequately reflected

The “forum of central and local governments”
will remain until the “Local Administrative and
Finance Association” is established by law.

Legal establishment of the “forum of
central and local governments” is
necessary.

The “Local Administrative
and Finance Association”

[ Discussion will be held upon a proposal by the central

Work to be handled

] -

or local governments.

Central

hiof Cabinet Secret Modality of:
¢ chietr Cabinet secretary, e s
. related Ministers, « the division of roles played by the central and local
+ members of the Diet, governments,
* representatives of the six * involvement and requirement by the central
associations of
municipalities, QOVemment,

government

[ The government ]

Participation

* subsidies and grants by the central government,
« financial system of local tax Laws,

* persons of expertise in
private sectors

Local

Participation | { overnments

Establishment
of independent
secretariat

Regulations, measures to place new types of work
and burden local governments, etc.
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The government respects the
outcome of discussions.




Proposal 2 ]]

The central government

Local governments

(Annual
expenditures) 4 6
(Current tax revenue) 5. 4. 5
JL 1
(First stage) 5 o
Method National tax Local tax
Consumption 1. 5%
tax Ur::gm 1. 5% Local
2. 5 % between 1 % consumption tax
the national
and local
taxes
e
Income Residential
tax tax

aJowaypun

Disproportion

* Local tax should
be composed of
tax items with less
regional disparities

» Sources of shared
local tax (local
allocation tax)
should be
composed of tax
items with high

regional disparities.

Significant increase in the population of municipalities that do not
receive grants through the improvement and enhancement of local tax

Significant
increase in the
population of
municipalities
that do not
receive grants




Proposa| 3 ]] Change "Local allocation tax" to "shared *Solving the revenue
local tax" - review of regulatory tax rates, shortage is a prerequisite.
allocation for special accounts, abolition of o P y—
o . nvolvement by the "Loca
additional grants/loans for special Administrative and Einance
accounts Association"

Local

governments
participate in
decision-makijng.

Once every 3 - 5 years regulatory tax
rate of shared local tax will be

Municipalities Special accounts for shared local tax and |

Not passing through
the general account of
the central gover

Shared local
tax adjustment

Funds changed.
Tax rates provided in Local Tax Laws
ay be changed as required.
« D¢ --f
National
No additional
grants Tax Tax payment B
A < Citizens
1
X ~

[
Local tax

|

|

I National tax revenue operation fund

|

Financial Loans$
market
<4

Local Loans General account of the
government central government
bonds Tax payment




Proposal 4 ]]

Reduce (procure from general tax sources) the
total number national treasury grants by half

(approx. 200) and realize the reform plan
submitted by the local governments

Number of subsidies for O Reduce the total number of national treasury grants
local governments in the by half in the foreseeable future

fiscal year 2005 O The central government should take measures
' towards their responsibility first by steadily carrying

out the “Subsidies Reform Plan" submitted by
the local governments.
O Abolish the national treasury grants and procure

revenue from general tax sources, as opposed to
reducing the grant rates

Accordlng to the * Sub5|d|esAZ O Prompt abolition of grants for central government
in the fiscal year 2005"

operated projects relating to the operation and
maintenance needs




Proposal 5

Financial reconstruction by overhauling the

The central government can
implement economic and financial
policies and monetary policies.

A 4

Itis impossible to deal with the central and local
governments on the same basis in accordance with a
primary balance theory.

U

The finances of the central and local
governments are both distinct from each
other and intricately intertwined.

relationship of the central and local governments

Local allocation tax is not
suitable for reduction with a
target to achieve.

Y

It is impossible to make separate objectives for improvement by
dividing the primary balance of the central and local
governments.

Overhaul of the relationship between the
central and local governments

Financial reconstruction |

N

ol
~
Abolit d Aboliti ¢ Abotlitio? andf @]boliti?n ofI
P olition an olition o contraction o e nationa
&L‘;’}g{(')%ag?{‘hgf contraction of | |dual central treasury
roles played involvement government government grants of
bv the central and administration agencies in which local
a%d local requirements by the central accordance overnments
overnments by the central and local with the ave planned
9 government governments handover of and failed to
authority abolish

-

If not
sufficient

Abolition of more
national treasury
grants

Municipalities need to promote the local administrative reform more strongly with determination and sense of responsibility.

Setting up appropriate salaries




Proposal 6 ]]

municipalities, strengthen the responsibilities of leaders and
legislative assemblies, and introduce burdens on residents

Increase the transparency of the standards of financially restructured

Deterioration of
financial conditions

Autonomous

reinforcement
DI:H: olffinancing >

= Question the _

Leaders, the Diet
@ responsibility

In the case of
becoming a financially
restructured
municipality

2 (_ Residents )= Reauestlo take.
on burdens Introduce

e

Ensuring the transparency of
public financing administration

Financial benchmark with high
transparency in terms of both
assets and cash flow

Enhancement of audit function
(grant of advisory rights)

2

Thorough information disclosure
1. Disclosure of information of
government related organizations
2. Clarification of non-disclosed
information

3. Periodical disclosure of financial
conditions

Lenders
(financial
market)

a mechanism

= Completely discharge
liabilities

* Concerning industrial
land development
bonds, the mechanism
to question the
responsibility needs to
be considered.
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Establishment of

joint issuers of
local government
bonds




Proposal 7 | June 1993 Diet resolution

4 T I

May 1995 Law on Decentralization

Enactment of the "New Law on Decentralization Promotion established
Promotion" - It is once again time for the citizens and [ 1

the Diet of the nation to promote decentralization
July 1995 Decentralization Promotion Committee established

r&gw:(?etg;ﬁg?t::gg)on of the May 1998 Decentralization Prgmotion Plan
approved by the Cabinet
\ July 1999 Law on the Decentralization of J

( ; central Government established

Enactment of the “New Law on
Decentralization Promotion”

- Fundamental concepts of decentralization
- Development of the Decentralization Promotion Plan
,etc.




FY2006

FY2007

FY2011

Local participation in
decentralization reform

A

Discussion opportunity for
the government and
local governments

A
]

________________________ "
I

Establishment of “Local
Administration and
Finance Council"

Decentralization Reform Schedule

Promotion measures for
decentralization reform

Specific measures on the tax and financial side of decentralization reform

Reinforcement of
local taxes

<

N/

Reform of taxes allocated
to local governments

Review of
government subsidies

Einancial re-construction based on a

complete review of the relationship
between the government and local
governments

Legal Revision

T

Review of
the financial re-construction

system

Local taxes

< ONational taxes :
5:5

ONational taxes :
Local taxes

& 4:6

“«-->

O "Local shared taxes (adjustment
funds)"
O Direct to special accounts
O Abolishment of special
additions/borrowing by special
_accounts

1
N

\ Vi
A4
v
Percentage of not allocated
bodies:
More than 50%

O Reduction of the total
number of subsidies
by half

v ’

A
A\
\

4

Examination of the complete

abolishment of subsidies

O Clarification of the roles
of the government and
local governments

O Abolishment/reduction of
governmental
involvement and
obligations

O Termination of double
financial administration

O Abolishment/reduction of
governmental facilities

O Realization of local
"proposals for subsidy
reform"

)

O Making the re-construction body
standards transparent

O Reinforcement of the chairman/
committee responsibilities

O Introduction of the burden of
citizens
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