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The Dependency Structure of Prefectural Economy on Public Finance:
An Input-Output Analysis of Every Prefecture
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Abstract

Recently, the population of Japanese rural areas is declining everywhere. Against this depopulation in rural areas,
the Japanese government has tried to achieve economic growth not only in metropolitan areas, but also in rural
areas.

To create jobs in rural areas, clarifying the economic structure of these areas is, of course, very important. Lots of
previous studies only focus on the private sector, but, almost 25% of Japanese GDP is accounted for by the public
sector.

Therefore, this study intends to clarify the effect of government expenditure on regional economies. Hence, the
purpose of this study is to clarify the effect of public finance on local economy by using an econometric approach, the
input-output analysis.

In this paper, there are two analysis to clarify the economic role of public finance. Firstly, using the input-output
table of every prefecture, this study grasps the tendency of dependence on public finance in every prefecture.
Secondly, this study analyzes some characteristic prefectures, especially in rural areas, and clarify the factor of the
difference of the dependence on public finance.

As a result of two analyses, it is shown that the dependence on public finance has the tendency that the
prefectures in the Pacific Belt area are in low dependence and most of other prefectures are in high dependence.
However, there are some low dependence prefectures which are not in the Pacific Belt area. The reason of low
dependence on public finance is the briskness of the manufacturing industry. The type of manufacturing industry is

also important. The endogenous industry is better for the regional economy than the exogenous industry.
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