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Government Measures of Support for Less Favoured Areas
and Local Government Finance in Japan
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Abstract

Problems of less favoured areas in Japan have been much discussed among researchers and policy makers for the
past fifty years. In recent years, these areas, especially under-populated areas have faced a difficult phase as the
problem is shifting from village sustainability to municipal government sustainability.

In this study, first, situations of less favoured areas in Japan and central government policies for these areas are
reviewed. Second, effects of central government measurers for supporting local governments in less favoured areas
are examined. Third, issues for less favoured areas are sorted out based on the examination mentioned above.

Conclusions of this study are as follows. First, Local Allocation Tax Grant has supported local government finance in less
favoured areas. Second, although central government measurers for supporting local governments in less favoured areas
has improved infrastructures and living environment, the limit of these measurers focusing on infrastructures and the
needs for the “soft” measurers has become clear. Third, central government policy for overcoming population decline and
vitalizing local economy doesn’t support the effort of all local governments in less favoured areas, but promotes competition

for migrations among local governments as well as administrative and financial rationalization of local governments.
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