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The global economy has expanded rapidly, and because of this situation, regional disparity
and world environmental issues have become severe. To cope with these issues, each regional
economy needs to seek sustainable local economic development. In the discussion of regional
economics, the theory of endogenous development becomes essential. This theory emphasizes the
importance of the regional environment, social welfare, and other comprehensive aspects of the
economy and society.

This theory mainly focuses on the purpose, actor, and autonomy of regional socio-
economic development in previous endogenous development studies. Although the implementation
of endogenous development is important, the methodology of this theory is unclear. Miyamoto
emphasized the importance of making regional productions for regional demands, creating an
autonomous economy controlled by local actors, and cultivating local actors' business ability through
the mutual learning activities in the local community. Compared to Miyamoto's discussion,
Nakamura focused only on the regional economy aspect because he was affected by regional
economics discussion. He emphasized the importance of basic industry's growth.

To implement the discussion of endogenous development, which contains normative
objectives, the national and local government's role is essential. However, this theory does not

include the government's role because it criticized the implementation of industrial location policy.



Although the industrial location policy could not work for endogenous development, the feature of
industrial policies had changed, and recently some local governments try the regional industrial
policy, which corresponds with the theory of endogenous development. Additionally, to comprehend
the regional economy and industry structure is also crucial for implementing endogenous
development. However, the role of public finance in the local economic system is also unclear.

Therefore, the purpose of this study is to clarify the three points below. Firstly, this study
focuses on the local economic structure and describes public finance's role in the local economy.
Secondly, this study considers the case of endogenous development and clarifies the position of local
industrial policy in the theory of endogenous development. Thirdly, this study reveals the amount
and system of public finance for local industrial policy. From these three analyses, this study shows
the role of government for sustainable local economic development.

As a result, this study shows three roles of local government in the regional economy.
Public finance has an enormous multiplier effect on the regional economy, especially in rural areas,
and public finance also affects the regional payment balance. Additionally, local government can
contribute to the endogenous development of the regional economy and society by utilizing regional
industrial policies. Lastly, it is vital for the implementation of regional industrial policies to use
subsidies from the national government. However, it does not mean a change in the characteristics of

the subsidy. It means the improvement of the ability of each regional government.



