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FOREWORD

The important role played by local government as the level of public
administration closest to the people has only grown with the dynamic
changes in social systems brought about by ongoing rapid development
of information technology and the growing diversity of people’s values.
In countries around the world, more than ever before, it is becoming
increasingly difficult for monolithic, standardized central governments to
deal appropriately with the growing diversity of issues arising out of the
process of social change and development. Conversely, the capabilities
possessed by various more nimble and innovative local government
systems are coming to be more widely recognized and praised.

In Japan, the Omnibus Decentralization Act came into effect in April
of 2000, clarifying the roles to be played by the central and local
governments, heightening the autonomy and independence of local
governments, and working to promote distinctive and vibrant regional
societies. I know I am not alone in hoping that, in the midst of all this
social change, the accumulated experience and knowledge possessed by
these governments will flow across national borders and contribute
greatly to the ongoing development of local governments.

With an eye to these developments, this booklet was first published in
1995 in order to familiarize practitioners and students of local government
around the world with the local government system and current situation
in Japan. In 2009, a full-scale revision was made with an aim to make it
more understandable to those people who are unfamiliar with the details
of politics, public administration and society in Japan. While this edition
is a revision of the 2016 edition of this book, we have since then seen
the imperial era name change to Reiwa in May 2019 due to the abdication
of the ex-emperor and the enthronement of the current emperor, as well
as experienced unprecedented chaos caused by the global spread of
COVID-19 infections.

Chapter 1 gives an outline of local government and Chapter 2 takes
up a number of issues that these governments are grappling with. Then,
Chapter 3 discusses current topics relating to local government in Japan.

It is my sincere hope that this booklet will help to expand people’s
understanding of local government in Japan, and by doing so will
contribute to this great, cross-border sharing of ideas and best practices
that enables local public administrators around the world to increasingly
better serve their constituents.

March, 2021

OKAMOTO Tamotsu
Chairman of the Board of Directors
Council of Local Authorities for International Relations

(Note) The contents of this document are based, in principle, on the latest
information published up to January 2021 (including some data released
more recently). Further, as this document is intended to provide basic
information on local autonomy in Japan, readers should understand that
details and unusual cases have been omitted.
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Chapter 1
Outline of Local Autonomy in Japan

Introduction

While the mechanisms and administration of local autonomy vary from
country to country, to a large degree all local government systems can be
explained in terms of the same set of major elements. The following
headings refer to these elements, and will be used to explain the general
outline of Japan’s system of local government:

Legal status

Number of tiers

Character

Geographical area

Size and number of local governments
Uniformity

Classifications

Organization

WX kWD =

Duties
Local government legislative authority

—_— —
—_ O

Rights of residents (system of direct political participation)

_.
N

Relationship between the central and local governments

—
W

Local government finances

_
b

Local public service personnel system

Legal status

(1) Constitutional guarantee of local autonomy

Japan’s local autonomy is based on the Constitution of Japan, which
was adopted in 1946 and took effect in the following year. It regards local
autonomy as indispensable to democracy, clearly placing local
governments within the national government structure and guaranteeing
their autonomy.

More specifically, Chapter 8 of the Constitution of Japan contains four
articles guaranteeing local autonomy and describing its basic nature.
Article 92 clarifies the basic “principle of local autonomy”, including the
autonomy of both residents and entities. To ensure the autonomy of
residents, Article 93 provides for the establishment of the legislative
assembly as well as the direct public election of legislators and the heads
of agencies. To ensure the autonomy of entities, Article 94 confers
administrative power on local governments, as well as the right of
autonomous legislative power within the scope of the law. Article 95, the
last one, is a provision requiring a referendum for the enactment of special
laws applicable only to a specific local government (Local Autonomy
Special Law).

Because local autonomy is guaranteed by the Constitution, as stated
above, local governments cannot be abolished wholesale, nor can the
legislative assembly select the chief of any agency, even under the
authority of a national law, unless the Constitution is amended.
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Chapter 1 Outline of Local Autonomy in Japan

(2) Local Autonomy Law as the basic law

Article 92 of the Constitution provides that “regulations concerning the
organization and operation of local public entities shall be fixed by law in
accordance with the principle of local autonomy”, and various laws
relating to local autonomy have been enacted based on this provision.
Among these, the law which provides for the most important and basic
regulations is the “Local Autonomy Law”, which was adopted in 1947
and came into effect concurrently with the Constitution. This Local
Autonomy Law provides for basic matters relating to the organization and
operation of local governments such as their types, powers, residents,
legislative assemblies, and agencies and financial affairs. It also specifies
the relationship between the national and local governments, and the
relationship among local governments.

Further, in addition to the Local Autonomy Law, various laws relating
to local autonomy have been enacted such as the Local Public Service
Law, the Public Offices Election Law, the Local Finance Law, and the
Local Tax Law.

Number of tiers

The number of tiers of local administrative units that should be
established in order to carry out administrative duties is influenced by
various factors in each country, including geographical conditions,
population size, content of local administrative services, and degree of
centralization of power.

Prefectures and municipalities are specified in the Local Autonomy
Law as the two basic types of local authorities, and Japan’s local
autonomy system adopts a two-tier system of prefectures as regional
government units and municipalities as basic local government units.

Taking a look at the number of tiers of administrative units in various
countries, in the case of countries with a federal system a standard pattern
is a four-tier arrangement of federal, state, regional, and local government
units. In the case of countries with centralized governments, a standard
pattern is to have a three-tier arrangement of national, regional, and local
government units. Japan is an example of a three-tier, centralized
government system.

Character

(1) Democratic governing bodies

Prefectures and municipalities do not simply denote administrative
units of the national government. Nor are they merely agents of the
national government. They are independent incorporated entities based in
their respective regions and comprised of their residents, which serve to
carry out local public administration within their jurisdictions.
Furthermore, prefectures and municipalities are governing bodies where
representatives elected in a democratic manner by local residents exercise
their power.
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(2) A comprehensive administrative body having general power

Japan’s local autonomy system is based on the comprehensive
authorization principle rather than the restrictive enumeration
principle regarding the power of local governments. That is to say,
the Local Autonomy Law provides that “ordinary local public
entities deal with their affairs in their region”, and confers
comprehensive (general) authority on prefectures and municipalities,
which are legally referred to as these “ordinary local public
entities”. By utilizing this general power, in addition to powers
authorized by separate laws, prefectures and municipalities act as
comprehensive administrative bodies to perform various activities that
are considered necessary for residents of those regions.

n Geographic area

Boundaries of local government entities are determined by historical
precedent. The Local Autonomy Law specified that prefecture and
municipal government boundaries were to follow those existing at the
time of its enactment in 1947. These boundaries are also all-
encompassing. The entire land area of Japan is divided into
municipalities, and each of these municipalities is contained within a
prefecture. There are no overlapping areas or areas not contained within
a municipality and prefecture. Consequently, the people of Japan, without
exception, belong to one prefecture and one municipality.

The Local Autonomy Law has provisions for altering the area of a local
government through actions such as amalgamation or changes to
boundaries. However, it makes no provisions for establishing a new local
government where none existed, or for the elimination of any existing
local government body resulting in an area belonging to no local
government.

Size and number of local governments

The populations and areas of prefectures and municipalities vary
greatly. There are 47 prefectures of various sizes. By population, these
range from Tokyo Metropolitan Government with more than 13,740,000
people to Tottori Prefecture with about 560,000. By land area, they range
from Hokkaido with an area of more than 80,000 km? to Kagawa
Prefecture with a little less than 2,000 km?. There is even greater variation
among the 1,718 municipalities in Japan. By population, these range from
Yokohama City with approximately 3,740,000 people, to Aogashima
Village in Metropolitan Tokyo with 159. By land area, they range from
Takayama City in Gifu Prefecture occupying roughly 2,178 km? (almost
equal to that of Metropolitan Tokyo) to Funahashi Village in Toyama
Prefecture with about 3.47km?,

As stated above, there are 47 prefectures, a number that has remained
unchanged since the introduction of the modern system of local autonomy
in 1888. The outlines of these prefectures are based on the local
administrative units created under the ritsuryo system during the 8th
century and, further, on the jurisdictions of each Han (clan) in the Edo
Period, which began in 1603. Their stability arises from their conformity
to the conceptions of the Japanese people that have developed over the
course of their history.
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The number of municipalities has decreased continuously since the
introduction of the modern autonomy system in 1888. First of all, prior to
implementation of the municipal system in 1889, the roughly 70,000
cities, towns and villages at that time were merged into about 15,000
entities (the Great Meiji Consolidation). A second wave of mergers came
after World War II, from 1953 to 1961, based on the Law for Promoting
Municipal Mergers. During this period, the 10,000 or so municipalities
still in existence decreased by about two-thirds (the Great Showa
Consolidation). As a result, the administrative and financial powers of the
municipalities were enhanced, which was helpful for the development of
local autonomy and, in particular, for responding to the urbanization
which accompanied the period of high economic growth that followed. In
recent years, against a background of local financial difficulties and
efforts to decentralize government, the so-called “Great Heisei
Consolidation” has been underway since 1999. Between April 1, 1999,
and April 1, 2020, the number of municipalities has decreased from 3,229
to 1,718.

Municipalities in Japan have continuously grown in order to better deal
with the expanded administrative authority arising from the introduction
of new local autonomy systems and progressive decentralization, and to
acquire the administrative and financial capabilities necessary to deal with
the more sophisticated and complex issues that have accompanied social
and economic development.

Population (as of January 1, 2020)

Population Prefectures Population | Cities | Special Wards | Population | Towns and Villages
over 10 million 1{over 1 million 11 over 50,000 2
over 5 million 8|over 500,000 16 8|over 40,000 18
over than 3 million 1{over 300,000 45 5|over 30,000 44
over than 2 million 7|over 200,000 38 8|over 20,000 84
over than 1 million 20|over 100,000 155 1{over 10,000 263
under 1 million 10{over 50,000 250 1{over 5,000 245
over 30,000 177 over 1,000 239
under 30,000 100 under 1,000 37
Total 47|Total 792 23| Total 932
Area (as of January 1, 2020)
Area Prefectures Area Cities | Special Wards | Towns and Villages
over 10,000km? 7|over 1,000km? 21 8
over 5,000km? 21 |over 500km? 120 57
over 3,000km? 13 |over 300km? 107 85
over 2,000km? 4|over 200km? 115 114
over 1,000km? 2|over 100km? 162 186
under 1,000km’ over 50km’ 123 3 185
over 25km? 71 6 141
under 25km? 73 14 150
Total 47|Total 792 23 926

Local Governments by Population and Area
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Prefectures, prefectural capitals, and the number
of municipalities by Prefecture (as of October 1, 2019)

® prefectural capitals

Hokkaido District
1. Hokkaido Sapporo 179

Tohoku District

2. Aomori Aomori 40
3. lwate Morioka 33
4. Miyagi Sendai 35
5. Akita Akita 25
6. Yamagata Yamagata 35
7. Fukushima Fukushima 59

Kinki District

24. Mie Tsu 29
25. Shiga Otsu 19
26. Kyoto Kyoto 26
27.Osaka Osaka 43
28. Hyogo Kobe M
29. Nara Mara 39

30.Wakayama Woakayama 30
Chugoku District

31. Tottori Tottori 19
32. Shimane Matsue 19

Kanto District

8. Ibaraki Mito 44
33.Okayama ~ Okayama 27 9. Tochigi Utsunomiya 25
34. Hiroshima  Hiroshima 23 10. Gunma Maebashi ag
35.Yamaguchi Yamaguchi 19 11. Saitama Saitama 63
12. Chiba Chiba 54
13. Tokyo Tokyo 39
14. Kanagawa Yokohama 33
0
Chubu District
{; . L. 15. Niigata Niigata 30
36. Tokushima Tokushima 24 17. Ishikawa Kanazawa 19
37. Kagawa Takamatsu 17 18. Fukui Fukui 17
38. Ehime Matsuyama 20 19.Yamanashi Kofu 27
4 39. Kochi Kochi 34 20. Nagano Nagano 77
Kyushu and Okinawa District 3; S,'{;uoka S,'f;uoka gﬁ
40. Fukuoka Fukuoka 60 23, Aichi Nagoya 54
f 41, Saga Saga 20
Q 42. Nagasaki Nagasaki 21
43. Kumamoto Kumamoto 45
44. Oita Oita 18 Gp
45, Miyazaki Miyazaki 26
46. Kagoshima Kagoshima 43 B
47. Okinawa Naha 4 \a
&
° & Japan consists of a current total of 1, 718
O d municipalities, excluding six villages in the
Northern Territory and 23 special wards of
Tokyo.



Chapter 1 Outline of Local Autonomy in Japan

n Uniformity

Although prefecture and municipal governments in Japan have various
populations and sizes, basically they are all given the same powers and
deal with the same affairs. Furthermore, many aspects of their
organization are provided for by laws such as the Local Autonomy Law
or, as in the case of the direct public election of local heads of
government, based on the Constitution. Consequently, local governments
in Japan are strongly uniform in both their organization and their
administrative operations.

Part of the reason for this is a strong feeling that administrative services
provided by local governments should, like those provided by the national
government, be uniform in their contents and standards in every region of
the country. In order to provide the same standard of administrative
services based on a uniform system across local governments when
population size and financial resources are substantially different among
them, it becomes necessary as a matter of course to make adjustments to
their finances. For that purpose, a local allocation tax system has been
established that distributes a prescribed portion of the national tax to local
governments according to their financial power.

Classifications

Under the current Local Autonomy Law, local governments are
classified into two types: ordinary local public entities and special local
public entities. Prefectures and municipalities are ordinary local public
entities. Special local public bodies comprise three types: special wards,
local public cooperatives, and property wards.

— Prefecture
Ordinary local government —
“—Municipality
Local government
— Special ward

—Special local government ~ —— Municipal cooperative

— Property ward

Local Government Classifications

(1) Ordinary local public entities

Ordinary local public entities are so named because their organizational
structure, affairs, powers, etc. are of a general nature and exist
everywhere, and therefore they can be said to be typical local
governments. Prefectures and municipalities fall into this category. They
are protected by the constitutional guarantee of local autonomy.

Under the current local autonomy system the entire country of Japan is
divided into prefectures, and each prefecture is divided into
municipalities, producing a dual-layer structure.

Besides ordinary cities, at the municipal level, there are designated
cities, core cities, and former special cities, with all three having enhanced
powers.
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(D Prefectures

The Japanese terms Do, Fu and Ken are all rendered as “prefecture” in
English. In Japan there are currently 46 of these wide-area local
governments encompassing municipalities (47 including Tokyo).

The term To is only applied to the Tokyo Metropolitan Government,
although it technically designates a prefecture. Tokyo-to is the capital of
Japan and differs from Do, Fu, or Ken in having things like special wards.
As befits its standing as a prefecture, Tokyo Metropolitan Government is
headed by a governor rather than a mayor.

Hokkaido is also the only prefecture designated as Do. Kyoto and
Osaka are designated as Fu and all others are designated as Ken. A
prefecture’s designation as Do, Fu or Ken is based on historical
background and does not signify any systemic difference.

@ Municipalities
Municipalities constitute the basic level of government handling issues

closet to the lives of residents. Japan had 1,718 municipalities (792 cities,
743 towns and 183 villages) as of January 1, 2020.

In order for a municipality to be considered a city there are certain
requirements that need to be satisfied, such as having a population of
30,000 or greater (the requirement was 50,000 or greater before the Great
Heisei Consolidation) and an urban appearance.

Towns and villages usually belong to a county. However, ‘county’
simply designates a geographical area and does not entail any
administrative functions. Comparing towns with villages, towns have a
more urban appearance and more people engaged in urban-type work
such as commerce and industry. However, there is no difference in the
duties handled by their governing bodies.

(@ The relationship between prefectures and municipalities

Prefectures and municipalities are mutually independent local
government entities, with no hierarchical relationships between them in
terms of their administrative systems. However, their different natures
give rise to different functions. While prefectures are wide-area local
governments encompassing municipalities, municipalities are basic local
governments closely connected to residents’ daily lives. Prefectures do
give guidance and advice to municipalities from their more regional
perspectives on a variety of issues, and they perform various licensing
and permit functions.

@ Designated cities

Japan has a formal designation system for its largest cities. The Local
Autonomy Law defines a designated city as one with a population of
500,000 or more that has been designated by cabinet order. However, in
practice, this designation is reserved for cities that already have a
population of more than 1,000,000 or cities of at least 700,000 that are
expected to reach the 1,000,000 mark in the near future. (The population
requirement was reduced from 800,000 to 700,000 during the Great
Heisei Consolidation.) As of April 1, 2020, a total of 20 cities were thus
designated: Osaka, Nagoya, Kyoto, Yokohama, Kobe, Kitakyushu,
Sapporo, Kawasaki, Fukuoka, Hiroshima, Sendai, Chiba, Saitama,
Shizuoka, Sakai, Niigata, Hamamatsu, Okayama, Sagamihara, and
Kumamoto.
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Designated cities have, through allocated duties, powers similar to
those of prefectures in areas such as social welfare, public health, and
urban planning, and other individual laws grant them similar powers in
fields such as the management of national roads and compulsory
education. Furthermore, designated cities are internally divided into
administrative wards.

® Core cities

Cities with populations of more than 200,000 that have been designated
by cabinet order are known as core cities. As of April 1, 2020, there were
60 such cities.

Core cities may have health care centers and they are capable of
handling the same affairs as designated cities, excluding those matters
that are more efficiently and uniformly handled by prefectures across their
broader jurisdictions.

(® Former special cities

On April 1, 2015, the “special city” (population of at least 200,000 and
designated by cabinet order) system was abolished. Cities that were
special cities until the system was abolished are referred to as “former
special cities.” As of April 1, 2020, there were 27 such cities.

Excluding those matters which are more efficiently and uniformly
handled by prefectures, affairs delegated to core cities are also delegated
to former special cities. One example would be the issuance of
development permits based on the City Planning Law.

(2) Special local public entities

Some local public entities are designated as special because they have
unusual geographic areas, organizational structures, or powers, and they
do not exist everywhere. The Local Autonomy Law establishes three
types of special local public entities: special wards, local public
cooperatives, and property wards.

(D Special wards

The 23 wards of Tokyo (Chiyoda Ward, Shinjuku Ward, etc.) are
currently the only special wards.

The scope of affairs handled by special wards is slightly narrower than
that of ordinary cities, but their function is almost identical. The
difference from ordinary cities is that, for example, some services such as
firefighting, fresh water supply and sewage are handled by the Tokyo
Metropolitan Government.

The mayor and members of ward councils in special wards are directly
elected.

@ Local public cooperatives

Local public cooperatives are organizations established by two or more
local authorities to deal with issues more efficiently and effectively
addressed by multiple rather than single local authorities.
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There are two types of local public cooperatives, listed below:

(a) Partial cooperatives: Established to handle garbage disposal, fire
services, etc.;

(b) Wide-area cooperatives: Established to develop plans for affairs
covering a wide area, and to handle these affairs comprehensively
and systematically.

(@ Property wards

In cases where an area within a municipality owns property or facilities,
a special local public entity known as a property ward may be established
to manage them. They are local authorities established solely for the
specific purpose of managing property. Almost nonexistent in urban
areas, many exist in agricultural or mountain villages.

The most common properties owned by property wards are mountain
forests, along with things like irrigation ditches, marshes, cemeteries,
housing lots, agricultural land, and hot springs.

n Organization

(1) Branches of local government

There are basically two main branches of local government (ordinary
local public entities).

One is the legislative branch. This branch makes decisions on the
budget and local ordinances. Prefecture assemblies and municipal
councils fall under this heading.

The other is the executive branch, which carries out the policies
decided upon by the legislative branch. Governors of prefectures, the
heads of municipalities and various other administrative committees fall
under this heading.

Local government in Japan employs the chief executive (presidential)
system, in which both members of assemblies and the heads of local
governments (governors of prefectures, mayors of municipalities) are
directly elected by residents, and both perform their duties while
maintaining an independent and equal stance, acting as checks on each
other to achieve democratic local public administration.

Also, the executive branch employs the idea of pluralism. That is to
say, it assumes that democratic local public administration is best
achieved by avoiding the concentration of power in one agency. Rather,
power is allocated to a number of separate agencies which then handle
their own affairs independently. To that end, a deliberative system of
administrative committees has been put in place, with each committee
having its own standing and authority independent of the top executive.
Examples of such administrative committees include boards of education,
public safety commissions, and boards of election. They are each
responsible for administration in their respective areas.
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(2) Local government assemblies

Local government assemblies are deliberative bodies composed of
members directly elected by residents. They are the decision-making
bodies for local governments.

(D Election and status of assembly members

The qualifications for a person to be elected as a local assembly
member require that the person be a Japanese citizen 25 years of age or
older who is eligible to vote in local assembly elections in that place. The
term of office for assembly members is four years. However, assembly
members may lose their status during their term of office for specific
reasons such as the dissolution of the assembly, resignation, etc.

Assembly members are prohibited from concurrently holding other
posts that may interfere with the performance of their duties as assembly
members or posts that cause a conflict of interest such as being a member
of the National Diet or another local assembly, or the head or full-time
employee of a local government. Also, assembly members are prohibited
from having any contractual relationship with the local government, in
order to ensure that they impartially carry out their responsibilities as
assembly members.

The number of assembly seats is set by ordinance of each local
government.
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@ Powers

Local assemblies have voting rights on matters under their jurisdiction
in order to act as the decision-making body for local governments.
Matters to be decided by the assembly are set by laws and ordinances.
Especially important among these are voting on the budget and the
establishment, amendment and abolishment of ordinances.

In addition to voting rights, some other rights held by the assembly
include the right to elect (the chairperson and the vice-chairperson,
members of the board of elections), the right to inspect (by reviewing
government documents and requesting reports from chief executives, etc.
regarding revenues and expenditures, the management of local
government activities, and the enforcement of resolutions), and the right
to investigate (activities of the local government, and, as deemed
necessary, to request the submission of records or the appearance and
testimony of electors and other relevant persons).

(@ Proceedings

Authority to convene the assembly belongs to the chief executive. By
presenting a matter requiring deliberation by the assembly and obtaining
a resolution from the assembly steering committee, the chairperson may
request the chief executive to convene a special session. Also, if at least
one-fourth of all assembly members present a matter requiring
deliberation by the assembly, they may also request the chief executive to
convene a special session. The chief executive must convene a special
session within 20 days of the date of any such request. If the chief
executive rejects such requests, the chairperson shall convene the special
session.

There are two types of assembly sessions, regular and special. Regular
sessions are held for a certain number of times on a set schedule as
provided for by local ordinances, and they may deliberate any matter.
Special sessions are held from time to time when necessary, and may only
deliberate matters previously announced. However, as stipulated by local
ordinances, a one-year term annual session may be held in place of regular
and special sessions held separately.

The right to submit bills to the assembly belongs not only to the
members but also to the chief executive, although the right of submission
may exclusively belong to only one of these, depending on the content of
bill (for example, the right to submit a draft budget belongs exclusively
to the chief executive).

Prefectural Assembly of Kyoto
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(3) Chief executives of local authorities

(D Election and status of the chief executive

The most important officer in the executive branch of the local
authority is the chief executive (the governor of a prefecture or the mayor
of a municipality).

The chief executive represents that local authority, and is directly
elected by the people. His or her term of office is four years. Chief
executives are prohibited from concurrently serving as members of the
National Diet or local assembly, and from being full-time employees of
local governments. They are also not allowed to form contractual
relationships with their local governments, for the same reason assembly
members are prohibited from doing so.

@ Chief executive authority

The chief executive of a local government ensures the overall
consistency of all government operations and is empowered to act as the
government’s representative to the outside world. The chief executive’s
position is, therefore, superior to the other executive agencies, the
administrative committees, and it has general control over all executive
agencies through its preparation and implementation of the budget.

Among the powers held by the chief executive, some important ones
are the right to enact regulations, to prepare budgets, to propose bills, and
to appoint or dismiss staff. The chief executive carries out all duties of the
local government, except for those belonging to the assembly and the
administrative committees. Of course, this is not to say that the chief
executive carries out this wide range of duties personally. The actual
execution of these duties is handled by Vice governors, or deputy mayors
in prefectures or municipalities, and numerous other staff members
appointed by the chief executive and assigned to the various subordinate
departments, divisions, and sections in the executive branch.

Organization of a Typical Prefecture
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Organization of a Typical Municipality
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(4) Administrative committees

As stated above, administrative committees have been established in
local governments in addition to the chief executive based on the idea of
pluralism, with each responsible for carrying out specific duties through
the authority divided among them.

Major committees among these are:

(D Board of Education

The superintendent of education and members of the board are
appointed by the chief executive of the local government with the consent
of the assembly. The chief executive’s term of office is 3 years, and each
board member’s term of office is 4 years. Each prefecture and
municipality has a board of education.

The board of education’s mandate makes it responsible for establishing
and managing schools and other educational institutions, as well as for
handling affairs relating to education, science and culture, such as making
staff appointments.

@ Public Safety Commission

Each prefecture has a public safety commission (municipalities do not).
Members of the commission are appointed to three year terms by the
governor of the prefecture, with the consent of the assembly.

Each prefecture has a prefectural police department established under
its public safety commission, although Tokyo has the Tokyo Metropolitan
Police Department. These departments carry out regional law
enforcement.

(3 Board of Elections

Each prefecture and municipality has a board of elections. Members of
the board are chosen by election in the assembly from among persons who
have the right to vote, and their term of office is four years.

The board of elections oversees and administers elections for the chief
executive and assembly members of that local government, as well as
elections for the National Diet. Also, municipal boards of elections handle
elections for the governor and prefecture assembly members for their
prefecture.

(5) Relationship between the chief executive and assembly

As stated above, Japan’s local autonomy system has adopted the
“presidential system” in an effort to ensure separation of powers between
the chief executive and the assembly of the local government and,
thereby, a mechanism whereby democratic local public administration is
achieved through mutual checks and balances on their respective powers.

The main points of the mechanism of checks and balances are:

(D No confidence in the chief executive and dissolution of the assembly

In the event of an ongoing conflict that proves incapable of resolution
between the chief executive and the assembly in a local government, the
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assembly may conduct a vote of no confidence in the chief executive. Any
such vote requires a quorum of two-thirds or more of the assembly
members and the motion must receive the assent of three-fourths or more
of the assembly members present in order to pass.

If a no-confidence motion is adopted, the chief executive may, in turn,
dissolve the assembly. This is the mechanism whereby a deadlock
between the chief executive and the assembly can ultimately be resolved,
through an appeal to the fair judgment of the voters.

If the assembly adopts a motion of no confidence in the chief executive
and the chief executive does not dissolve the assembly within the
prescribed period (10 days), the chief executive automatically loses his or
her position as the head of the local government.

Also, if the assembly again passes a no confidence motion in the chief
executive at the first meeting convened after the dissolution, the chief
executive no longer has the right of dissolution and will lose his or her
position on the day notification is received of the second vote of no
confidence.

@ Veto powers of the chief executive

The chief executive is given the authority to refuse resolutions passed
by the assembly and to seek reconsideration of these resolutions by the
assembly. This includes a general veto (ordinary reconsideration) and a
special veto (reconsideration of illegal resolutions or elections). A general
veto is exercised when the chief executive objects to resolutions adopted
by the assembly, and its exercise is up to the discretion of the chief
executive. However, if the assembly votes once again in favor of the
resolution (for the establishment, revision or abolishment of local
ordinances or budgets, two-thirds or more of the members must vote in
favor), the resolution is adopted and cannot be vetoed a second time. The
latter veto is provided as a means for avoiding illegal acts and its exercise
is mandatory for the chief executive.

(® Discretionary action

Discretionary action is the exercise by the chief executive in certain
situations of powers normally held by the assembly. There are two types
of discretionary action. One is used when the chief executive exercises
powers normally held by the assembly on its behalf when it has not been
convened or when it fails to act on a matter requiring its attention. The
other type is when the chief executive exercises powers normally held by
the assembly, in accordance with a prior agreement whereby the assembly
delegates its authority in some minor matter to the chief executive in order
to more efficiently carry out the local government’s duties.

n Duties

(1) National and local government division of responsibilities

The Local Autonomy Law was extensively amended by the “Law for
the Improvement of Relevant Laws for the Promotion of
Decentralization” enacted in July 1999 (the Omnibus Local Autonomy
Law), which made clear the division of responsibilities between the
national and local governments. Under the amended law, local
governments bear broad responsibility for performing administrative
functions in their regions, independently and comprehensively. On the
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other hand, the national government was made responsible for: (1) Affairs
relating to Japan as a nation in the international community; (2) Affairs
relating to various activities of the people that should be handled in a
uniform, nation-wide manner; (3) Executing policies and projects that
must be performed from a nationwide viewpoint or on a nationwide scale.
This considers the role of the state restrictively, and entrusts to local
governments, as much as possible, administration of matters closest to the
lives of residents.

(2) Abolition of the system of delegated functions

Further, the system of delegated functions was abolished by the
Omnibus Local Autonomy Law. In this system, the chief executive of the
local government implemented and managed affairs legally under the
jurisdiction of central government ministries and agencies, in effect acting
as a local branch of the national government. It has been said that this
formed the core of Japan’s centralized administrative system. However,
it had long been pointed out that not only did this make it unclear exactly
who was responsible for dealing with these matters, but also that it treated
local governments as subordinate administrative agencies of the central
government.

After the Omnibus Local Autonomy Law amendment to the Local
Autonomy Law abolished the system of delegated functions, local
governments were given actual responsibility for all the affairs being
handled by them, including the formerly delegated functions.

(3) Local autonomy functions and statutory entrusted functions

The functions (tasks) of local governments are divided into two types,
“local autonomy functions” and “statutory entrusted functions”. Among
the functions entrusted to local governments through laws or ordinances,
statutory entrusted functions are those that were originally the
responsibility of the central government and for which the central
government retains responsibility for ensuring their proper
implementation. Specific examples include issuance of passports,
management of national roads, and affairs relating to designated statistics
for the national government. All other functions performed by local
governments are local autonomy functions.

The difference between statutory entrusted functions and local
autonomy functions is that stronger central government involvement is
permitted in the former compared to the latter.

(4) Principles guiding the allocation of functions between prefectures
and municipalities

According to the Local Autonomy Law, prefectures, as regional
governments encompassing municipalities, are designated to handle
wide-scale, regional affairs, communication and coordination relating to
municipalities, and supplementary affairs for municipalities.
Municipalities, then, as the foundation of local government, are
designated to handle affairs other than those dealt with by the prefectures.
This arrangement is considered to embody the “principle of municipal
priority”.

Taking into consideration also the division of labor between the
national and local governments discussed earlier, functions are allocated
based on the idea that whenever possible they should first go to the
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municipalities, then to the prefectures, and only when these governments
cannot handle a task should it go to the central government. This is the
same idea as the “principle of subsidiarity”.

However, in the actual allocation of affairs among the central
government, prefectures and municipalities, in many cases this cannot be
conclusively done for all stages in a particular category, but rather, are
divided functionally at each stage in the same category. In Japan’s local
autonomy system, the allocation of affairs is “fusion type” rather than
“separation type”.

(5) Affairs dealt with by prefectures and municipalities

(D Affairs dealt with by prefectures are as follows:

(a) Wide-area affairs (e.g., prefectural roads, harbors, forest and river
conservancy, public health centers, vocational training, police)

(b) Communication and coordination affairs relating to municipalities
(e.g., advice, recommendations and guidance concerning
rationalization of municipal organization and operations)

(c) Supplementary affairs for municipalities (e.g., high schools,
museums, hospitals)

@ Affairs dealt with by municipalities include:

(a) Affairs relating to the fundamentals of residents’ lives (e.g., family
registers, resident registration, street addresses)

(b) Affairs relating to ensuring the safety and health of residents (e.g.,
fire service, garbage disposal, water supply, sewage)

(c) Affairs relating to the welfare of residents (e.g., public assistance
(within the area of cities), nursing insurance, national health
insurance)

(d) Affairs relating to urban development plans (e.g., urban design,
municipal roads, parks)

(e) Affairs relating to the establishment and management of various
facilities (e.g., public halls, citizens’ halls, day care facilities,
elementary and junior high schools, libraries)

In addition to the foregoing, prefectures and municipalities deal with
many other affairs. It is not an exaggeration to say that affairs dealt with
by prefectures and municipalities cover all internal administrative areas
excluding the affairs of diplomacy, defense, currency, or justice, which
are dealt with by the central government.

Because of this, Japan’s local governments require large amounts of
financial resources. Looking at final disbursements, total funding for all
local governments exceeds total funding for the central government. With
respect to their income (from taxes), the allocation of tax revenue between
the central and all local governments is 3:2, with the central government
receiving the greater share. However, due to large scale financial transfers
from the central government to local governments by means of the local
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allocation tax, central government disbursements and so on, the ratio at
the final disbursement stage is more or less 2:3, with the local
governments receiving more. Further, prefectures and municipalities have
roughly the same financial resources.
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I Local government legislative authority

Article 94 of the Constitution provides that “local public bodies shall
have the right to...... enact local ordinances within the scope of the law”,
and guarantees the autonomous right of legislation of local governments.
Based on this provision, the Local Autonomy Law allows for the
enactment of two types of laws by local governments, local ordinances
and regulations.

(D Local ordinances

Ordinances are enacted by the local assembly through resolutions
relating to affairs of the local government in question.

(a) Scope of enactment of local ordinances

Local governments may enact local ordinances relating to all affairs
handled by them.

(b) Validity of local ordinances

Local ordinances, together with national laws, constitute a part of the
internal legal order. However, local ordinances that violate national laws
and regulations, including the Constitution, are declared void to the extent
of the violation.

Local ordinances are laws in the regional society under the jurisdiction
of a local government. Their validity is limited to only that region and, in
principle, does not extend outside of that region.

In order for local governments to impose obligations on residents or
restrict their rights, local governments must rely on local ordinances
unless otherwise specified in the laws and regulations. Furthermore, local
ordinances may establish penalties to secure their effectiveness.

@ Regulations

Regulations are enacted by the chief executive of a local government
relating to affairs within his scope of authority. The chief executive of a
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local government may enact regulations unless they violate laws or other
regulations. As with local ordinances, regulations are subordinate to
national laws. And, in the case of a conflict between local ordinances and
regulations, local ordinances prevail. As with local ordinances, the
validity or regulations is limited, in principle, only to the region covered
by the local government in question.

Administrative committees, such as the board of education, may enact
regulations relating to affairs within their scope of authority as provided
for by law.

Rights of residents (systems of direct politiccal
participation)

Japan’s local autonomy system is based on indirect democracy, and
grants to residents the right to elect and the right to be elected as
representative assembly members and chief executives. Also, for the
purpose of supplementing that indirect democracy, a further system of
direct participation in politics has been established.

(1) Direct petition

Direct petition is a system in which citizens collect at least the
minimum number of signatures of eligible voters required to demand that
the assembly or chief executive enact, revise or abolish local ordinances,
perform audits of government activities, dissolve the assembly, or remove
assembly members or the chief executive.

(D Petition to enact, revise or abolish local ordinances

This is a petition, with the signatures of one-fiftieth or more of eligible
voters, to the chief executive of the local government to enact new local
ordinances, or to revise or abolish existing ordinances. When this petition
is made, the chief executive shall convene a meeting of the assembly
within twenty days and submit to the assembly, with the chief executive’s
attached opinion, a draft of the requested change to the ordinance. The
assembly is not bound by the draft requested by residents, and the final
right of decision remains with the assembly. In order to avoid abuse of
the system, petitions relating to local taxes and usage charges are not
permitted.

@ Petition to audit government activities

This is a petition, with the signatures of one-fiftieth or more of eligible
voters, to the audit committee members of the local government to
conduct an audit to determine whether or not the affairs of the local
government in question are being properly carried out. This petition
requires that the audit committee members audit the specified activities
and publicly announce the results.

(® Petition for dissolution of the assembly

This is a petition, with the signatures of one-third or more of eligible
voters (if the number of eligible voters totals between 400,000 and
800,000, the result obtained by adding the value of one-third of 400,000
to the value of one-sixth of the total number of voters in excess of
400,000; if the total number of eligible voters exceeds 800,000, the result
obtained by adding the value of one-third of 400,000 and the value of one-
sixth of 400,000 to the value of one-eighth of the total number of voters
in excess of 800,000), for the dissolution of the assembly, made to the
board of elections of the local government concerned. When this petition
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is made, a vote by electors is conducted, and, if majority consent is
obtained, the assembly is dissolved.

(@ Petition for removal of assembly members

This is a petition, with the signatures of one-third or more (if the
number of eligible voters totals between 400,000 and 800,000, the result
obtained by adding the value of one-third of 400,000 to the value of one-
sixth of the total number of voters in excess of 400,000; if the total number
of eligible voters exceeds 800,000, the result obtained by adding the value
of one-third of 400,000 and the value of one-sixth of 400,000 to the value
of one-eighth of the total number of voters in excess of 800,000) of all
eligible voters in an election district, for the removal of the assembly
member representing them. If no election district is established, then this
applies to eligible voters in the entire local government (constituency)
concerned. This petition is made to the board of elections of that local
government, whereupon a vote is held by the electors, and, if majority
consent is obtained, the assembly member is removed.

® Petition for removal of the chief executive, etc.

This is a petition, with the signatures of one-third or more of eligible
voters (if the number of eligible voters totals between 400,000 and
800,000, the result obtained by adding the value of one-third of 400,000
to the value of one-sixth of the total number of voters in excess of
400,000; if the total number of eligible voters exceeds 800,000, the result
obtained by adding the value of one-third 0of 400,000 and the value of one-
sixth of 400,000 to the value of one-eighth of the total number of voters
in excess of 800,000), for removal of the chief executive of the local
government (governor, mayor). This petition is also made to the board of
elections of that local government, whereupon a vote is held by the
electors, and, if majority consent is obtained, the chief executive is
removed.

Petitions for the removal of Vice governors, deputy mayors, general
ward mayors in designated cities, members of the board of elections,
members of the audit committee, and members of the public safety
committee can also be made in a similar way. These petitions are made to
the chief executive of the local government concerned. The chief
executive then requires the assembly to deliberate, and if two-thirds or
more of the assembly members are present and if the consent of at least
three-fourths of them is obtained, the official in question is removed.

(2) Direct participation other than direct petition

The following are systems of direct participation in politics other than
direct petition:

(D Referenda concerning local autonomy special laws

The Constitution provides that when a special law applicable only to a
specific local government (a local autonomy special law) is enacted, that
special law shall be subject to ballot by residents of that local government
jurisdiction, and it must be approved by a majority vote.

@) Petition by residents for audit and lawsuit

Residents have the right to petition members of the audit committee to
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conduct audits seeking information on suspected illegal or improper
disbursements of official funds, acquisition, management or disposition
of properties, and execution of contracts by staff of the local government,
and to take necessary measures for prevention or correction of such
occurrences (petition for audit by residents). Also, if residents are not
satisfied with the result of an audit, etc., they have the right to bring a suit
in court regarding illegal or improper acts related to the petition (lawsuit
by residents). This is different from cases of direct petition in that a single
resident may carry out such actions.

12 Relationship between the central and local
governments

(1) Basic mechanism

In Japan, local governments are a part of the governing system for the
entire nation, and a “fusion type” system has been adopted in which the
central and local administrative entities are in a mutually dependent and
mutually complementary relationship. As a strong element of centralized
power still remains in Japan’s system of local autonomy under such a
fusion type administration, it is crucial to review the role of both the
central government and local governments in order to enhance the
independence and self-autonomy of local governments.

(2) Achievements of decentralization reform

In order to change the relationship between the national and local
governments from a relationship of superior / inferior or master / servant,
as in the past, to a relationship of equality and cooperation, the Local
Autonomy Law and other relevant laws were amended by the
Comprehensive Local Autonomy Law enacted in July 1999, and the
following reforms were implemented:

D Clarification of roles to be borne by the nation and by localities

It was specified in principle that the national government should
concentrate on carrying out duties pertaining to the nation’s existence in
the international community and affairs that are best handled in a unified,
nation-wide manner, and that local governments should, as much as
possible, be entrusted with those duties closest to residents’ lives.

@Abolition of the system of delegated functions, and restrictions on
involvement by national administrative agencies

Along with the abolishment of the system of delegated functions,
which had treated the chief executive of the local government as merely
a lower order administrative agency of the national government,
involvement of national administrative agencies in local governments is
also no longer allowed except in cases where laws or ordinances permit it
(the “statutory involvement principle”). This is the same in cases of non-
power-related involvement (advice, recommendation, notification, etc.)
and of power-related involvement (license and permission, instruction,
etc.). Also, it is specified that involvement be the absolute minimum
necessary, and that it gives due consideration to the independence and
self-autonomy of local governments.

(® Establishment of the National / Local Dispute Resolution Committee

A National / Local Dispute Resolution Committee has recently been
established at the national level (in the Ministry of Internal Affairs and
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Communications) to fairly and neutrally look into and give
recommendations, etc. in cases where a dispute arises because a local
government is dissatisfied with involvement by a national administrative
agency.

@ Other actions

By amendments to separate laws, national government powers were
transferred to prefectures, and the powers of prefectures were transferred
to municipalities. Also, related to the foregoing, the Local Autonomy Law
was amended to establish a Special City system. Further, a review was
conducted of the so-called “mandatory allocation regulation”, in which,
heretofore, maintenance of a prescribed number of staff or certain
administrative agencies were required by national law.

IRM [.ocal government finances

Local governments basically have complete power over their
independent financial operations, although there are various mechanisms
in place for maintaining balance with national government financial
operations and for guaranteeing revenue sources.

The local tax and local allocation tax, national government
disbursements and local government bonds are the major revenue sources
for local governments.

(1) Revenue source guarantees through the local finance plan

The local finance plan is officially called “Estimated Total Local Public
Entity Revenue and Expenditure”. Article 7 of the Local Allocation Tax
Law stipulates that the Cabinet is required to specify such a plan, submit
it to the Diet, and announce it publicly.

The local finance plan is a system to verify whether local governments
have the financial resources necessary to provide the legally prescribed
level of projects and administrative services. It is arrived at by computing
all local government revenues and expenditures, and then estimating their
overall budget situation. If revenue sources are insufficient, the national
government will consider amendment of the local finance system or an
increase in the local allocation tax rate in order to secure the necessary
financial resources for local governments.

Conversely, local governments can use the local finance plan to gain
an understanding of the ideal local finance situation across the nation in
order to maintain consistency with national economic and fiscal policies,
and they can make it a guide for their own financial operations.

(2) Structure and scale of local government finances

The financial scale of local governments can be gauged by looking at
the settled accounts for fiscal year 2019, where the total amount of annual
revenue for local governments was 103.2 trillion yen and the total amount
of annual expenditure was 99.7 trillion yen. The total amounts of annual
revenue and expenditure for prefectures were 50.9 trillion yen and 49.3
trillion yen, respectively, and for municipalities total annual revenue and
expenditure were 60.8 trillion yen and 58.9 trillion yen, respectively.
However, due to fiscal transfers in both directions between prefectures
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and municipalities, the gross totals for each level of government are not
consistent with the sum total for all local governments.

Other
¥ 16,072.5billion
(15.6%)

Local tax
¥ 41,211.5billion
(39.9%)

Total
Local government

¥ 103,245.9 billion
bonds 100%)

¥ 10,870.5 billion {100%
(10.5%)

National treasury
disbursements

¥ 15,785.4 billion Local allocation tax
(15.3%)

¥ 19,306.0 billion (18.7%)

Overall Local Government Budget Structure (FY 2019): Revenue

Fire fighting Labour
¥2,092.0 billion ¥244.3billion
Police (2.1%) (0.2%)
¥3,355.8 billion Other

(3.4%)

Agriculture, forestry andfisheries
¥3,319.2 billion
(33%)

¥1,558.8 billion
(1.6%)
Welfare
¥26,533.7 billion

(26.6%)
Hygiene
¥6,354.0 billion
(6.4%)

Industryand commerce
¥4,782.1 billion

(4.8%) e

Total
¥99,702.2 billion
(100%)

Education
¥17,523.5 billion

(17.6%)
General

¥9,670.0 billion
(9.7%)

Civil engineering work
¥12,127.4 billion
(12.2%)

Publicdebt payments
¥12,141.4 billion
(12.2%)

Overall Local Government Budget Structure (FY 2019): Expenditures

(3) Local taxes (3) A

Local taxes account for 40.2% of total annual revenue. Prefecture taxes 15RO AFERIT 1 o D EI B 1L 40.2% TH
account for 40.9% of total annual revenue for prefecturqs, .and. municipal Z\ ;iﬁif';”;) /LE% @ié}*figiz ;-% L%:Bﬁ}g i‘ﬁgﬁ
taxes account for 33.6% of total annual revenue for municipalities. BLOBIA L 33.6% T 5.
D Types of local taxes O HG B O

The Local Tax Law provides for the imposition and collection of taxes HEF IR OHRTAT L, WGTBIEDED D & 2

by prefectures and municipalities. There are many types of local taxes in AILL D HTRERRBILS 5 2 L TE S,
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Japan, with the Local Tax Law providing for 14 types of prefecture taxes BT, SEAFRBLS 14 FRE (HEERL 11 B
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(11 types of ordinary and 3 types of earmarked taxes), and 15 types of
municipal taxes (7 types of ordinary and 8 types of earmarked taxes), i.e.,
29 types of local taxes in all. Also, in addition to these, local governments
may create non-statutory ordinary and non-statutory earmarked taxes.

Prefectural tobacco tax Automobile purchase tax
¥ 138.9 billion (0.8%) ¥ 198.2 billion(1.1%)
Property purchase tax Other taxes
¥ 403.6 billion (2.2%) l I— ¥ 114.9 billion (0.5%)

Light-oil delivery tax

¥ 958.4 billion (5.2%) Prefectural

inhabitants tax
¥ 5,697.6 billion
(31.1.%)

Automobile tax
¥ 1,550.4 billion
(8.5%)

Total
¥ 18,328.0billion
(100.0%)

Local consumption tax
¥ 4,815.5 billion
(26.3%)

Enterprise tax
¥ 4,450.5 billion
(24.3%)

Local Tax Revenue Composition (Prefecture Tax 2018)

Municipal tobacco tax
¥ 850.2 billion
[3.8%)

Other taxes
¥ 6663 billion
(3.0%)

City planning tax
W 1,291.4 billion
(5.8%)

Total

¥ 22,4235
Property tax billion
¥ 9,083.2 billion (100.0%)

(40.5%)

Municipal inhabitants
tax

¥ 10,532 .4 billion
(47.0%)

Local Tax Revenue Composition (Municipal Tax 2018)

® Regional differences in local taxes

With respect to local tax revenue, per capita tax revenue collected in
each prefecture can be compared as follows, with the national average
being 100. In large urbanized areas such as Tokyo (162.9) and Aichi
Prefecture (117.3), the tax revenue amounts are high. However, there are
many rural areas such as Nagasaki Prefecture (71.1) and Akita Prefecture
(71.5) where tax revenue amounts are low. The amount for Tokyo, with
the highest number, is nearly 2.3 times larger than that for Nagasaki
Prefecture, with the lowest.

Chapter 1 Outline of Local Autonomy in Japan

A RIFL 3 FBE) . METAIBLAY 15 FidE (@Bt 7 fl
K, HAOBL 8 FfE) OAF 29 MO M BIASE D
bNTND, £, THESMHT S, D7 BiaITIE
TEAMEL GEESE@HL, IEES H IR Z Al S 5
ZENTED,

@ HABLUCIT % HilE

HGBUIZ DWW T, #EREMOAD 1 A%
Y OFUNAER . EEEEE 100 & LT, b5
&L HREHED (162.9) KROEME (117.3) 72 & KAL
T CIEBUNAEN K E <, i, BIER (71.1) &
OFKH R (71.5) 72 EHU5 B CREBUIAERD /N S W IR
M, RO FFHD & e/ N DRI % g9 2
L. RI23EDRENRD B,

23



Chapter 1 Outline of Local Autonomy in Japan

Comparing specific local tax items, Tokyo (248.5) has the highest
amount of corporate taxes (corporate resident tax and corporate business
tax), followed by Aichi Prefecture (134.7). In more rural arcas, Nara
Prefecture has the lowest (42.5). The amount for Tokyo, with the highest
number, is nearly 5.8 times larger than that for Nara Prefecture. For the
individual resident tax, the amount for Tokyo (161.1), again the largest,
is nearly 2.5 times larger than that for Akita Prefecture (64.8), the
smallest. For local consumption tax, the amount for Tokyo (109.5), the
largest, is nearly 1.3 times larger than that for Nara Prefecture (87.4), the
smallest. Finally, for municipal property tax, the amount for Tokyo
(157.2), the largest, is nearly 2.3 times larger than that for Nagasaki
Prefecture (67.5), the smallest.

As can be seen, large differences exist in local tax revenues between
the large urbanized areas and more rural areas. In particular, this
regional gap is most conspicuous in corporate tax amounts.

(4) Local allocation tax

The local allocation tax system was established in Japan as a way to
compensate for the gaps in tax revenue among local governments
discussed previously. While the local finance plan mentioned above
provides a macro-level guarantee of financial resources for local
government in general, the local allocation tax system provides a micro-
level guarantee of financial resources for individual local governments.

This system guarantees a portion of national tax revenue (specified by
statute) as a common financial resource for local governments,
determines the amount to be allocated to each local government in
accordance with a prescribed formula, and then allocates these amounts.
This mechanism corrects the imbalance in financial power among local
governments brought about by unevenly distributed local tax resources.

(D Characteristics of the local allocation tax
The local allocation tax has the following characteristics:

(a) The local allocation tax should actually be counted as local
government tax revenue, but is instead collected by the central
government as a national tax on behalf of the local governments.
It is then re-distributed in accordance with prescribed standards
in order to compensate for the imbalance in financial resources
among local governments, guaranteeing financial resources so
that all local governments can maintain a certain set level of
administrative services. Given this, the local allocation tax can
be said to be a “distinctive financial resource for all local
governments, collected by the national government on their
behalf.”

(b) How local allocation tax revenue is used is up to the independent
judgment of each local government, and the central government
is prohibited from attaching conditions to or restrictions on its
use. This point makes the local allocation tax essentially different
from other national government grants, whose uses are specified,
and a general financial resource (that can be used according to
the local government’s own judgment) equal in importance to
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local taxes.

(c) While the national and local governments cooperate in
supporting the public economy, the ratio of national to local
disbursement in terms of annual expenditure is nearly 2:3, which
means that the role of the local governments is relatively large.
On the other hand, the ratio of national to local tax revenue is
nearly 3:2, with the tax revenue allocated to local governments
being relatively small. The local allocation tax serves to correct
the national / local imbalance between annual expenditures and
allocated tax resources.

(@ Total amount and types of local allocation tax

These are, specifically, 33.1% of the income tax and corporate tax, 50%
of the liquor tax, 19.5% of the consumption tax, and the full amount of
local corporation tax revenues. However, due to actions such as
borrowing of allocation tax resources or carry-over of funds and
exceptional increases or decreases of total allocation tax amounts when
local financial resources come up short in preparing the local finance plan,
the actual percentages of revenue from these sources may differ
somewhat from the prescribed percentages.

The local allocation tax includes the ordinary allocation tax and the
special allocation tax. The former is used to cover financial shortfalls by
local governments in a fair manner and accounts for 94% of all payments.
The special allocation tax is used to cover financial shortfalls that cannot
be dealt with by the ordinary allocation tax, including disbursements due
to disasters or unique circumstances in the relevant region. It accounts for
6% of total payments.

3 Local allocation tax distribution

The difference in amount between the base financial needs and the base
revenues of a local government (the funding shortfall) is distributed to
that government as ordinary local allocation tax. Consequently, no
distribution is made to local governments whose base revenues exceed
their base financial needs (e.g., the Tokyo Metropolitan Government).
Such local governments are called “non-receiving entities”.

Base financial needs are computed in accordance with the prescribed
formula for each administrative item such as civil engineering costs (for
roads and bridges) or education costs (for elementary schools), in order
to arrive at a reasonable measurement of the financial needs of each local
government. First of all, the cost necessary to maintain a certain level of
services in a standard entity (with a population of 1,700,000 in the case
of prefectures or a population of 100,000 in the case of municipalities), is
computed. Next, the base financial need for each specific entity is
determined by making adjustments to this amount, taking into
consideration population, area, and unique regional circumstances.

The base revenue amount is the prescribed percentage (75% for both
prefectures and municipalities) of estimated standard revenue for each
local government, as extrapolated from recent tax revenue collected. The
reason for not making base revenue 100% of the local tax revenue amount
is to avoid discouraging local governments from increasing local taxes (if
the amount of ordinary allocation tax bestowed is clawed back by the
same amount as any increase in local tax revenue, it is meaningless to go
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to the trouble of increasing local taxes). This also leaves financial
resources available for local governments to carry out independent
projects that cannot be covered under their base financial needs.

Further, if the total revenue shortfall for each local government,
computed in the foregoing manner, does not match the total amount of
ordinary allocation tax, this shortfall is adjusted so that its total amount is
consistent with the total amount of ordinary allocation tax.

(5) National government disbursements

Like the local allocation tax, national government disbursements are
allocated to local governments by the central government. However, these
disbursements are earmarked for specific uses. There are three types of
central government disbursements: national treasury obligations, grants,
and payments for delegated functions.

National treasury obligations are paid by the central government to
local governments in cases where they share responsibilities for
programs, when the former has financial responsibility and the latter
handles implementation. Payments relating to compulsory education are
typical of these. National treasury grants are allocated to local
governments as incentives to promote specific measures. Payments for
delegated functions are disbursements to cover programs which were
originally the responsibility of the central government but were entrusted
to local governments out of consideration for convenience and efficiency.
Election expenses for members of the National Diet are typical examples
of these.

All of these are earmarked revenue sources allocated to specific
programs and projects, and they cannot be diverted to other purposes.
Recently, though, particularly for national treasury grants, there has been
a lot of debate about the need to loosen the allocation requirements (e.g.,
the standards for facilities) or to convert these into general revenue
sources.

(6) Local bonds

Article 5 of the Local Finance Law contains the basic principle that
local governments must have sources of revenue other than local bonds
to cover their annual expenditures. However, this article does allow local
bonds to be issued to cover expenses for things such as publicly-owned
corporations, disbursements and loans, refinancing of local bonds,
disaster emergency projects, and maintenance of public facilities.

In principle, when issuing local bonds, prefectures must consult with
the Minister of Internal Affairs and Communications and municipalities
must consult with their governor. In the past, local governments were
required to obtain authorization from the Minister of Internal Affairs and
Communications or their governors in order to issue local bonds.
However, the Comprehensive Local Autonomy Law changed this
authorization system to a consultation system after April 2006.

Local governments may take out long-term, low interest loans of public
funds after consulting with and receiving the approval of the Minister of
Internal Affairs and Communications or others. Also, any local
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government may issue bonds anyway after reporting to its assembly, even
if it cannot obtain the necessary approval. Also, with a view to enhancing
autonomy and independence of local public entities, the consultation
system was partially revised to introduce a prior notification system for
use of private funds, starting in April 2012.

(7) Other financing sources

Other financing sources include local transfer taxes, usage charges and
fees.

UM 1.ocal public service personnel system

All employees of local governments are called local public employees.

Local public employees are classified as either special public service
personnel or regular public service personnel. Special public service
personnel include the chief executive and assembly members, chosen for
their post by public election, and members of committees, part-time or
full-time advisors and researchers, and they are not subject to Local
Public Service Law provisions concerning things like the status of local
public employees.

Local public employees other than special public service personnel are
classified as regular public service personnel and are subject to the Local
Public Service Law. The following is an explanation of these local public
employees:

(1) Local public employee numbers

There were 2,740,000 local public employees as of April 1, 2019. The
number has been decreasing continuously over the last 21 years, after
peaking at 3,280,000 in 1994. Of'these, 1,390,000 work in prefectures and
1,350,000 in municipalities. Also, by job category, the two largest groups
in prefectures are the education division, including teachers, with 770,000
employees, followed by the police, with 290,000. In municipalities, the
general administrative division excluding welfare services has the largest
number of personnel, with 380,000, followed by the welfare division,
with 310,000.
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Accounting departments of

1 PrefeCtu res public enterprises, etc.
79,942 persons
(5.7%)

Fire services
18,867 persons
(1.4%)

General administration
except welfare

175,764 persons

(12.6%)

Welfare
57,555 persons
(4.2%)

General
administration

Prefectures
1,390,987
persons

~——

Number of Prefecture and Municipal Employees by Sector
as of April 2020

(2)Authority for appointing local public employees

Also, agencies operating independently of the institutions listed above
have been established to deal with personnel issues such as the
improvement of working conditions and the submission of complaints.
Personnel commissions have been established in prefectures and in cities
with populations over 150,000, and equity commissions in smaller

municipalities.
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A personnel commission has the authority to make recommendations
to officials responsible for appointments in matters concerning personnel
administration. The most important among these is the annual
recommendation relating to employee salaries. The assembly bases its
revision of local civil service laws on this recommendation and public
employee salaries are adjusted accordingly.

(3) Appointment (recruiting, promotion, etc.) of local public
employees

In principle, all local public employees are selected through
competitive examination in local governments with personnel
commissions. In certain cases approved by the personnel commission and
in local governments with equity commissions, selection without
competitive examination may also be possible.

Local public employees are normally hired without having their term
of employment fixed, and enjoy lifetime employment until reaching
mandatory retirement age (60 years-old), unless they are dismissed or
retire.

The law requires that the principle of equal opportunity be observed in
matters of hiring, promotion, etc., and prohibits discrimination against
local public employees based on race, gender, religion, or social status.

Also, persons without Japanese nationality cannot be appointed to
positions involving the exercise of public power or implementing the will
of the local government. For this reason, there are cases where local
governments specify the scope of responsibility for foreigners working
for them, or appoint them mainly to professional or technical areas.

(4) Rights and obligations of local public employees

The status of local public employees is guaranteed, and they cannot be
dismissed or suspended from work against their will except for reasons
specified in the Local Public Service Law or ordinances of the local
government to which they belong.

On the other hand, they do have obligations such as those to comply
with laws and regulations and to follow work-related orders of their
superiors, to dedicate themselves to their work, and to not disclose secrets
that they might come to know through their work. Also, all or part of the
fundamental rights of labor such as the right of association, the right of
collective bargaining and the right of dispute may be restricted for local
public employees, depending on the type of work they do.

In order to maintain their political neutrality certain political activities
are prohibited for local public employees, such as involvement in the
formation of political associations or in election campaigns in their local
government. They are also prohibited from concurrently holding elected
office, such as being a member of the National Diet, head of a local
government, or a local assembly member.

For local public employees, a system of mutual aid associations has
been established for the employee and his or her family members. The
content of this mutual aid is broadly divided into short-term benefits and
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long-term benefits. Short-term benefits include the payment of things like
medical care expenses to the employee and his or her family members,
and long-term benefits include things like the payment of pensions after
retirement to the employee or to surviving family members. Also, if local
public employees are killed or injured in the course of their public duties,
they or their families are compensated for their loss. This is carried out by
the Local Public Service Accident Compensation Fund, which is a
cooperative organization of local governments.
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Chapter 2
Challenges Facing Local Government

[Introduction]

Most public services with close ties to people’s daily lives are
conducted by prefecture and municipal governments. Local governments
handle various work such as family or resident registration; the
establishment and management of various municipal facilities, including
nurseries, kindergartens, primary and lower secondary schools, libraries,
public halls and similar facilities; construction, maintenance and
management of refuse and sewage disposal facilities, water supply and
sewage works; development and improvement of roads and parks; and
police and firefighting services. They play a significant role in the growth
of society as a whole, as well as in the stability and improvement of
people’s daily lives. In addition, in contrast to the stove-piped
administrative structure of the central government’s ministries and
agencies, local governments play an important role in providing
comprehensive services which cover all the sectors in their administrative
regions, as can be seen in their local development and cultural initiatives.

In “post-war Japanese society a, policies were implemented to achieve
economic strength on par with that of the world’s advanced nations. This
achieved, the country has entered a mature phase, while at the same time
encountering many unexpected problems and challenges. The role of
local governments, and primarily municipal governments because of their
proximity to the people, will become increasingly important in attaining
regional revitalization and identifying the full range of popular needs. In
addition, the Great East Japan Earthquake that occurred in March 2011
resulted in an unprecedented-scale disaster combining a massive
earthquake, a quake-triggered tsunami and a nuclear accident, which
caused extensive, serious damage. Local governments in the disaster-
stricken areas are still striving to rebuild their ravaged communities. In
this chapter, we will discuss the main administrative challenges that local
governments are facing.

n Recovery from the Great East Japan Earthquake

The Great East Japan Earthquake wreaked catastrophic damage over
extensive areas. In the afflicted regions, restoration efforts have been
underway ever since the occurrence of the disaster under the leadership
of municipal governments that continue to struggle as they tackle a wide
range of complicated challenges. Aiming to assist these efforts of the local
governments, the central government has provided full support in various
forms, such as financial aid, reduced requirement for administrative
procedures, dispatched personnel from other districts and technical
support. To enhance its assistance, the central government has recently
established systems and schemes for a number of relevant programs,
including those for special zones for reconstruction, reconstruction grants,
restoration business process management, comprehensive administrative
operation and collaboration with private corporations and volunteer
groups.

The intervention of the central government commenced immediately
following the occurrence of the disaster, mainly by providing livelihood
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support to victims and implementing initiatives to recover from the
devastation and rebuild local societies. Since its establishment in
February 2012, the Reconstruction Agency has led public restoration
activities, coordinating across relevant government agencies and offices
for efficiency and consistency.

The progress of the restoration efforts as of February 2020 is
summarized as follows:

(D With respect to disaster victims, The number of evacuees has
decreased from nearly 470,000 at the time of the disaster to 44,000.
However, based on new stages in the reconstruction process, the
provision of uninterrupted support in order to give evacuees something to
live for and form communities will be important.

@ With respect to the reconstruction of homes and communities, The
restoration of schools, hospital facilities, and infrastructure has largely
come to an end, but the work to help people rebuild their own homes
through their own efforts and develop transportation networks (including
reconstruction roads) and healthcare and nursing-care provision systems
in new towns will be required.

(® With respect to industry and employment, The value of shipments of
manufactured goods has generally recovered to pre-earthquake levels, but
support for the tourism industry, which has been slow to recover in terms
of sales due in part to the impact of reputational damage, the marine
product processing industry, and other sectors is problematic

@ With respect to the reconstruction and revitalization of disaster-
affected areas, Excluding certain “difficult-to-return zones,” evacuation
orders in all areas have been lifted, and work to develop a living
environment in zones where evacuation orders have been lifted is being
steadily undertaken. In addition, work is being proactively carried out for
the revitalization of disaster-affected areas, such as through the creation
of new industries via the development of technologies that are made
possible by setting up facilities in the fields of robotics and energy.

Local revitalization

(1) Past activities

After World War 11, Japan achieved high economic growth and a
dramatic improvement in living standards. Unfortunately, the excessive
concentration of people and businesses pursuing economic efficiency in
the main urban areas brought about a number of problems, including air
and water pollution, noise, subsidence, traffic congestion, soaring land
prices, the loss of local traditions, and the general adoption of an
“efficiency-first” attitude. On the other hand, rural and fishing
communities have been losing many of their young people and most of
their workforce to the large cities, leaving only the elderly and children.
As a consequence, this is posing a serious problem by putting the
communities’ very existence at risk. There is a strong desire for policies
to revitalize local communities in order to improve this situation and
achieve more balanced development among urban, rural and fishing areas.

Tracing the history of local development efforts, the central
government has formulated five comprehensive national development
plans since 1962 and promoted many relevant policies. While local
governments have implemented diverse measures in line with the policies
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of the central government, they have also begun to actively roll out Sl S AT E 7y, — 5 THEDT BRI A Ot R
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(2) Recent situation

According to 2015 census figures (a census is taken every 5 years), the
population of Japan is calculated to be 127.11 million, down by 940
thousand compared to the population of 128.05 million as of October
2010. This supports the assertion that the population of Japan has entered
a phase of decline, even allowing for the impact of the Great East Japan
Earthquake. This trend is anticipated to continue for 17 years to come,
with the population decreasing by about 10% (12.83 million) by 2032.

For the past thirty years before 2010, the population increased in both
the three major metropolitan areas (comprising 13 prefectures belonging
to Tokyo, Nagoya and Osaka) and more outlying areas (the 34 other
prefectures outside the three major metropolitan areas). However, for the
last three years since 2005, the population in outlying areas is estimated
to have decreased dramatically by 11.78 million people, while the three
major metropolitan areas have lost 5.3 million. It is projected that an era
of “depopulation without congestion” will arrive, in which the population
both inside and outside the three major metropolitan areas will decrease,
placing the social economy in more rural areas in an extremely difficult
situation.

Under these conditions, as a result of the decrease in population,
outlying areas in particular are slipping into a vicious cycle where
facilities related to daily life such as schools and hospitals are becoming
inconvenient to use, leading to further population decline. In this way, a
phenomenon of widening geographical differences of population and
industries has appeared.

For this reason, the revitalization of outlying areas has now become an
urgent issue, and the central government is moving to support highly
motivated local governments willing to come up with their own original
projects to develop their facilities and make their communities more
attractive. For example, the Ministry of Internal Affairs and
Communications is promoting the Furusato Working Holiday program,
which allows young people in urban areas to experience life for a certain
period of time in a rural area while earning money from working, and the
Satellite Office Matching Support Program, which provides opportunities
to match local governments and companies with one another with the aim
of encouraging the establishment of satellite offices for urban companies.

Dealing with an aging society and declining birthrate

(1) Dealing with an aging society

Perhaps the most formidable task facing Japan is how to cope with its
aging population. Statistically, the population of Japan is aging faster than
anywhere else in the world. As of September 15, 2019, the percentage of
elderly persons in our country (the percentage of the total population over
65 years of age, known as the “elderly ratio”) reached 28.4% of the total
population. In comparison with other countries, the estimated number of
years required for the percentage of the elderly in the population to
increase from 7% to 14%, which is considered the standard measure of an
aging society, is 115 years in France and about 85 years in Sweden, with
relatively shorter periods of 47 years and about 40 years for England and
Germany respectively, whereas the figure drops to only 24 years for
Japan.

This shorter period can be attributed to two main factors. The first is
the increased average life-span of the Japanese. The mortality rate has
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declined and the average life span of the Japanese has risen remarkably.
In 1935, men had an average life expectancy of no more than 46.9 years,
and women 49.6. In 2019, average life expectancy reached 81.41 years
for men and 87.45 years for women. The life expectancies of the Japanese
are expected to continue to increase and to reach 84.95 years for men and
91.35 years for women by 2065. The second factor is the reduced
birthrate. In 2019, the average birthrate was 1.36 — much lower than the
2.07 required to maintain the present level of population. This will in turn
lead to a lower percentage of younger people in the population.

One distinctive characteristic of the recent aging of society is that the
pace of aging is not the same nation-wide, and significant local
differences can be observed. Looking at the situation overall, the elderly
ratios of the three major metropolitan areas (Tokyo, Osaka and Aichi) are
generally lower than in outlying areas. Prefecture to prefecture, as of
2019, the highest elderly ratio is 37.2% in Akita Prefecture and the lowest
is 22.2% in Okinawa Prefecture. It is expected that over the coming years
the population will start to age at a faster rate in the three major
metropolitan areas, also, increasing the overall ratio for the entire country.

Next, looking at the situation by municipality, the phenomenon is
markedly worse in municipalities in depopulated areas that young people
have been leaving. In such areas, some municipalities are more acutely
affected, with an elderly ratio of 50% or more. These communities are
often facing other difficulties such as markedly falling standards of
environmental management of forests and agricultural lands, a loss of
historical customs and culture, and collapse of the community itself. This
could threaten the continued existence of regional society. Such a collapse
could have serious consequences throughout Japan, such as flood damage
arising from decreased water-retention capacity in devastated forest areas.

An aging society faces the following challenges:

(D The need to truly transition into an aging society, as the postwar
baby-boom generation (born 1947 to 1949), with its large
population, is entering into the latter stages of life.

@ The need to take action on health and long-term care issues to
respond to rapidly increasing numbers of elderly people needing
care-givers.

(@ The need to ensure and stabilize employment for the sharply
increasing number of older people who are seeking employment in
a difficult job market.

@ The need to effectively stimulate life-long community involvement
by the elderly.

These issues demand that the central and local governments work
together closely in addressing them. Beyond central government policies
alone, local governments need to respond to changes in the population
structure and go beyond conventional welfare planning in order to create
policies and job opportunities tailored to meet the needs of those older
people active in society, including policies to help them lead useful and
interesting lives.
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Exchange gatheing ata pcial elderly nursing home (Pippu Town,
Hokkaido Prefecture)

(2) Dealing with the declining birthrate

As described above, Japan’s birthrate was 1.36 in 2019, which
represented a modest increase over 2005, when the lowest postwar rate of
1.26 was recorded. However, this is much lower than the 2.07 required to
maintain the present population level. Moreover, the percentage of youth
(birth to 14 years of age) in the total population in 2019 was 12.1%, which
was the smallest in the world. In comparison, the worldwide average that
year was 26.2%.

Rapid population decline caused by the continually declining birthrate
adversely affects the economy as the working age population decreases at
the same time that pension, medical and nursing care costs are increasing
due to the rapidly aging population. In addition, especially in depopulated
areas, this may bring on serious problems for the functioning of rural
communities as they encounter difficulties in carrying out vital local
activities such as law enforcement and firefighting, and may even threaten
their very existence.
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1975 2017 2065

Whole of country 7.9 27.7 38.4
Hokkaido 6.9 30.7 42.8
Aomori-ken 7.5 31.8 46.8
lwate-ken 8.5 31.9 43.2
Miyagi-ken 7.7 27.2 40.3
Akita-ken 8.9 35.6 50.1
Yamagata-ken 10.1 32.2 43.0
Fukushima-ken 9.2 30.2 44.2
Ibaraki-ken 8.4 28.3 40.0
Tochigi-ken 8.3 27.4 37.3
Gunma-ken 8.8 28.9 39.4
Saitama-ken 5.3 26.0 35.8
Chiba-ken 6.3 27.1 36.4
Tokyo-to 6.3 23.0 30.7
Kanagawa-ken 5.3 24.8 35.2
Niigata-ken 9.6 31.3 40.9
Toyama-ken 9.5 31.6 40.3
Ishikawa-ken 9.1 28.8 37.2
Fukui-ken 10.1 29.8 38.5
Yamanashi-ken 10.2 29.8 43.0
Nagano-ken 10.7 31.1 41.7
Gifu-ken 8.6 29.3 38.7
Shizuoka-ken 7.9 29.1 38.9
Aichi-ken 6.3 24.6 33.1
Mie-ken 9.9 29.0 38.3
Shiga-ken 9.3 25.3 34.3
Kyoto-fu 9.0 28.6 37.8
Osaka-fu 6.0 27.2 36.2
Hyogo-ken 7.9 28.3 38.9
Nara-ken 8.5 30.3 41.1
Wakayama-ken 10.4 32.2 39.8
Tottori-ken 11.1 31.0 38.7
Shimane-ken 12.5 33.6 39.5
Okayama-ken 10.7 29.7 36.0
Hiroshima-ken 8.9 28.6 35.2
Yamaguchi-ken 10.2 33.4 39.7
Tokushima-ken 10.7 32.4 41.5
Kagawa-ken 10.5 31.1 42.7
Ehime-ken 10.4 32.1 35.2
Kochi-ken 12.2 34.2 42.7
Fukuoka-ken 8.3 27.1 35.2
Saga-ken 10.7 29.2 37.0
Nagasaki-ken 9.5 31.3 40.6
Kumamoto-ken 10.7 30.1 37.1
Oita-ken 10.6 31.8 39.3
Miyazaki-ken 9.5 31.1 40.0
Kagoshima-ken 11.5 30.8 40.8
Okinawa-ken 7.0 21.0 31.4
:l Less than 7%

:l Over 7% less than 14%
:l Over 14% less than 22.7%
:l Over 22.7% less than 30%

:l Over 30%

Changes in Aging Rates* by Prefecture

*Population aged 65 or above to the total population
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N A Better Quality of Life

Better quality of life for residents is a broad theme, but in recent years
this issue has become markedly more important.

This broad topic can be divided into several specific issues, and the
major ones are as follows:

(1) Environmental policies

Japan had to face up to the darker side of economic prosperity —
including pollution and destruction of the natural environment —
following its period of rapid economic growth (from the second half of
the 1950’s through the 1960’s). This led to the introduction of the Basic
Environmental Pollution Control Law of 1967. Under its provisions, the
central and local governments and related organizations have been
working together to devise measures to control environmental pollution
in an integrated and organized manner. This law establishes
environmental standards for air, water, soil and noise pollution, along
with the stipulation that private industry, central and local governments,
and individual citizens all bear responsibility for carrying out organized,
cooperative efforts to control pollution. Local governments have played
an especially active and important role as the principle actors directly
engaged in legally mandated regulation and guidance, as well as pollution
monitoring, measurement and control efforts. They also carry out a
variety of antipollution measures and projects to protect the natural
environment.

Furthermore, the central government enacted the Basic Environmental
Law in 1993 to prevent pollution in local regions and preserve the local
environment. Under this law each local government is required to take
broader, more advanced anti-pollution measures dealing with various
things such as wastewater management, noise reduction and green space
development.

Two distinct characteristics of recent environmental measures are their
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emphasis on global environmental issues and the establishment of a
“recycling-based society” in harmony with nature.

@D In recent years, environmental issues have demanded not only
regional efforts to preserve the local environment but also wide-
ranging efforts to preserve the environment on a global level, and
local governments are taking various measures to accomplish this.
Some examples of these are efforts by local governments to take the
lead over private sector businesses in controlling their energy
consumption, adopt low-emission vehicles, promote solar energy
generation, achieve complete recovery of Freon, and encourage
greening on rooftops and walls of buildings.

@ Establishing a recycling-based society is an issue related to the
administration of waste collection and recycling. Municipalities are
responsible for the collection and disposal of domestic refuse,
sewage and other waste matter, and these must be handled in
accordance with each municipality’s own plan. In addition,
industrial waste disposal causes environment pollution, and with its
limited land area Japan has been facing serious difficulties in this
area in recent years. Statutes require that the producers of such waste
be responsible for its disposal, although local authorities are allowed
to make certain exceptions in order to supplement efforts to dispose
of industrial waste. In reality, it has become very difficult for waste
producers to provide adequate disposal facilities, so that local
governments cannot avoid taking on ultimate responsibility in this
matter. In 2000, the “Basic Law for Building a Zero-Waste Society”
was enacted, setting out fundamental principles for establishing a
zero-waste, recycling society for the 21st century. This is the
situation under which both government and residents are coming
together to slow the growth of the waste stream by reducing the
amount of garbage they throw out and promoting recycling
throughout their area.

Clty hall equipped with a solar energy generation system on the roof
and the wall facing south (Itoman City, Okinawa Prefecture)

(2) Preservation and improvement of the residential environment
(amenities)

Local governments are increasingly moving away from focusing
mainly on “hard” activities such as road construction and the development
of parks toward a more comprehensive effort, including “soft” activities,
to preserve and improve the residential environment. The years of rapid
economic growth and national development brought increasing
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urbanization. However, they also brought many negative aspects such as
the loss of green space, water pollution, and deterioration of the inshore
environment. Many places also suffered from the collapse of their urban
and rural communities, the loss of their traditional cultures, and the
destruction of their magnificent scenery. Learning from these mistakes,
new efforts are underway to implement amenity-related programs such as
the preservation of scenery and historical treasures, and urban
development incorporating water and green space.

In particular, the following measures can be seen:

(D Measures to preserve historical treasures and create an urban
landscape (local ordinances for the protection of scenery, including
roads and streetscapes)

@ Urban development incorporating beautiful water and greenery
(designating trees to be preserved, promoting the planting of trees
and other greenery, preserving famous water sources, etc.)

(3) Cultivation and enjoyment of local culture

Since the 1980’s, local governments have worked, through the
administration of cultural affairs, to provide residents with opportunities
to improve the quality of their lives through cultural activities. During the
period of rapid economic growth up to that time local communities had
been overwhelmed by goods and information that flowed one-sidedly
from central urban areas to outlying areas. But there were those who
advocated countering this trend by breathing new life into local
communities and traditional culture and restoring them to their original
prominence. The following are some primary examples of cultural affairs
being administered by local governments:

(D Maintaining cultural facilities like auditoriums specializing in music
or theatrical performances, art museums and literary halls that
present local talent;

@ Putting on a wide variety of cultural events such as international film
festivals, popular music festivals, open-air sculpture exhibits, snow
festivals;

(® Promoting culture through activities like operating cultural halls that
make use of private-sector vitality and establishing cultural
promotion funds;

@ Rethinking tourism by promoting a regional image built around
music, history, or some other distinctive characteristic that helps
create a sense of community identity and encourages visitors to come
and enjoy local hospitality;

(® Establishing funds for human resource skill development,
dispatching trainees to other areas of Japan or abroad, and inter-
regional exchanges through sister city arrangements and other
activities.

Although the range of cultural affairs administered by local
governments has been rapidly expanding through these efforts, the
financial conditions of both the central and local governments have grown
increasingly tight in recent years. Therefore, it has become crucial that all
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levels of government develop programs by working together within the
limits of their culture-related budgets. Moreover, as recent local cultural
programs, like musicals, etc., are mainly built around citizen
participation, it is hoped that local governments will act as producers of
local cultural events while working together with volunteer organizations
and making use of public donations.

Measures for global society

Rapid improvements in transportation and communications in recent
years have enhanced the mobility of people, goods and information on a
global level. As a result, our daily life on the local level has become
inextricably embedded in a global framework. For example, this has
brought about the rise of issues like the country’s dependence on imported
food and raw materials, the hollowing-out of the manufacturing sector by
companies moving production overseas, the rapid growth in overseas
travel, the increase in the numbers of Japanese citizens living abroad, and
the increase in the numbers of expatriate Japanese families returning from
overseas, so that the boundaries between domestic and international
issues are disappearing.

Given this situation, international relationships, once the preserve of
national governments, are now commonplace for local governments,
citizens’ groups, and ordinary individuals. In some fields, an independent
local-level approach is exactly what is required. Taking international
exchange activities as just one example, multi-layered, citizen-level
grass-roots exchanges are viewed as more important for enhancing mutual
understanding than official exchanges at the national level, and exchange
activities have grown to take more diverse forms. For example, there has
been a movement away from simple sister city or twinning relationships
and more emphasis on a variety of local level citizens’ exchanges,
including women and youth exchanges, cultural and sporting exchanges,
technological and academic exchanges such as acceptance of trainees
from developing countries, and industrial and economic exchanges. In
addition, local governments, with their expertise and skills in
comprehensive regional management, are making use of this know-how
to transform their international relationships from mere “exchanges” into
deeper level of “cooperation.” Local governments established the Council
of Local Authorities for International Relations (CLAIR) in conjunction
with the Ministry of Home Affairs (the present Ministry of Internal
Affairs and Communications), to assist local governments in their
international dealings and to promote, among other, things the JET
Program, which invites young people from around the world to Japan as
foreign language teachers in Japanese schools.

Furthermore, the foreign population living in Japan has increased
dramatically since the revised Immigration Control and Refugee
Recognition Act of 1990 came into effect, having increased by 1.4 times
in a ten-year period to 2.93 million as of March 2020. This figure accounts
for approximately 2.3% of the total population. Against the backdrop of
globalization and depopulation, foreign residents are expected to further
increase in number and become more settled to the extent that policies
concerning foreign residents are no longer just applicable to some local
governments but are increasingly becoming a national issue.
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Given these circumstances, the government formulated the
Comprehensive Measures for Foreigners as Residents in 2006 to develop
an environment that would allow foreign nationals working and living in
the country to receive the same public services obtained by Japanese
citizens and live accordingly as members of society and the
Comprehensive Measures for Accepting and Coexisting with Foreign
Human Resources in 2018 to more vigorously and exhaustively promote
initiatives for accepting and coexisting with foreign human resources. As
well as working to provide education and support for residents with the
aim to create a more inclusive society, the Ministry of Internal Affairs
and Communications defined “multicultural coexistence” as a state
wherein “people of different nationalities and ethnicities accept each
other’s cultural differences and seek to live as members of the community
while building relationships of equality” in 2006, formulated a Plan for
the Promotion of Multicultural Coexistence in Communities, and has
been promoting the formulation of plans by local governments.

As frontline supporters for they operate on the forefront of dealing with
foreign residents, local governments have been working to provide
communication support and livelihood support, raise awareness in
communities, enable foreign residents to live independently and
participate in society, and develop systems for the promotion of the
foregoing in accordance with the actual situation in their communities.

In accordance with changes in the environment surrounding
multicultural coexistence, the Plan for the Promotion of Multicultural
Coexistence in Communities was revised in 2020 to reflect the
contemporary significance of matters such as the guarantee of the human
rights of foreign residents, revitalization of communities, and
enhancement cross-cultural understanding among residents. The basic
guidelines applicable to initiatives identified in the plan are as follows.

(O Communication support

Examples include using multilingual text and easy Japanese, providing
government and daily life information via various media channels,
providing multilingual information through collaborations with NPOs
and other organizations, establishing consultation services for daily life,
promoting Japanese language education, and providing orientation
services for daily life.

@ Livelihood support

Examples include securing educational opportunities (such as school
attendance support, Japanese language learning support, non-attendance
support, academic and career education, multicultural coexistence
education, informing people about the childhood education system, and
support for persons past the age at which school is normally attended);
ensuring a proper labor environment (e.g. employment and company
support); developing a support system applicable in the event of a disaster
(e.g. measures that are normally implemented and the development of a
system for providing multilingual support); providing medical and
healthcare services (e.g. multilingual options at medical institutions);
providing children’s, childrearing, and welfare services; providing
support for securing housing; and dealing with infectious diseases (by
providing information and consultations in multiple languages and taking
human rights into account).
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(@ Raising awareness and supporting societal involvement

Examples include raising awareness among local residents; supporting
key persons, networks, and self-help organizations; and supporting
community involvement.

@ Promoting community revitalization and responding to globalization

Examples include linking and collaborating with foreign residents
(such as in terms of excellent initiatives and discovering human
resources) and promoting the local hiring of foreign students).

® Developing a system for promoting multicultural coexistence
measures and formulating guidelines and plans

Examples include developing a system for promoting measures within
the local government, linking and collaborating with organizations that
help promote multicultural coexistence in the area, systematically and
comprehensively promoting measures through the formulation of
guidelines and plans according to local circumstances, promoting
measures according to changes in societal conditions through reviews and
revisions, and appropriately managing progress.

As for dealing with the international community, work to clarify the
significance and purpose of initiatives, develop human resources and
systems for attaining goals, and establish network linkages is vital in
promoting local globalization by local governments. These efforts are
also crucial in the sense that we can see various actors beginning to build
a society of global coexistence by promoting SDGs and otherwise
engaging in overseas and domestic issues without impediments. It is
hoped that the prevailing perspective is one that endorses the creation of
local communities characterized by diversity and inclusiveness together
with local leaders whose ranks should include foreign residents.

Foreign citizens informal meeting for discussion (Sendai City,
Miyagi Prefecture)

Measures for the Information and Communication
Technology Revolution
The ICT revolution is sweeping through all parts of society, from the

economic and industrial sectors to public sector administration, which
serves as the foundation for society. This can be seen in the sophisticated
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application of information technology in the development of “e-
government” and “local e-governments.” The central government
established the “Basic Plan for the Computerization of Government
Administration” in 1994 for developing an ICT infrastructure for their
ministries and agencies, and revised this plan in 1997 so that central and
local governments can work together actively, especially in
computerizing various application and registration procedures. Moreover,
the central government approved the “e-Government Construction Plan”
in 2003 for promoting the construction of an e-government resource that
will maintain a “comprehensive e-government service window” and
improve centralized access to information on procedures and the
submission of various applications (one-stop service).

However, issues arose with the failure of citizens and businesses to
embrace and use these services, the insufficient linkage between the
utilization of IT and the revolution in operations, and inadequate
implementation by the government. Therefore, in 2006, the government
designed the “e-Government Action Plan” (revised two times) in an effort
to optimize operations and systems in order to rapidly expand on-line
usage, as well as to increase efficiency in operations (reducing costs and
man-hours required for tasks, etc.) in a collaborative undertaking among
ministries and prefecture offices.

In 2011, the “Basic Policy for Promoting e-Service” was formulated.
Additionally, in 2013 (with revisions in every subsequent year), the
government issued the “Declaration to Create a Nation with the Most
Advanced IT in the World,” a conceptual vision in which the government
will band together to work toward achieving a society with the world’s
highest level of IT usage. Under this vision, government, industry,
academia, and individual citizens will share and work together to create
our future through the use and application of IT and information
resources.

On the other hand, local governments work with the central
government in a well-planned manner to take concrete action for building
local e-governments. The Ministry of Internal Affairs and
Communications has introduced to local governments policy including
the “Local e-Government Action Plan” (2003), the “New Local e-
Government Promotion Guidelines” (2007), and the “10 Guidelines for
Accelerating Local e-Government Initiatives” (2014), as it has also
worked to improve local e-government infrastructure and improve
convenience for residents through ICT use. As part of these initiatives,
steps have been taken to put administration procedures and similar tasks
on-line, constructing a Local Government Wide Area Network
(LGWAN) — an electronic network connecting local governments
throughout Japan — as well as implementing a local government cloud
platform sharing service that multiple local public bodies can use
together.

Local e-governments have the following problems: Work operations
and systems at municipalities need to be made more efficient. A good e-
application system needs to be implemented (as of March 2020,
47prefectures (100%) have installed a reception system for putting
administration procedures on-line, while 1,165 municipalities (69.9%)
have done so). An on-line system for municipalities needs to be developed
in an efficient way, such as local government cloud platform sharing, in
order to reduce operation and costs as well as improve the on-line usage
rate.
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promoting the upgrading of existing fiber optic cables in conjunction with
the transition to higher-speed, higher-capacity 5G in order to address
inter-regional disparities.
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Automatic certificate delivery machine (Ichikawa City, Chiba
Prefecture)
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enhance and facilitate the distribution of the burden of paying for social
security for people who truly need a helping hand.

A core feature of the Social Security and Tax Number System is
information sharing. By utilizing an information-providing network
system set up and managed by the Ministry of Internal Affairs and
Communications pursuant to the My Number Act, it has become possible
to link information behind-the-scenes across institutions; in other words,
administrative organs at the national government level and local
government bodies can now engage in the online sharing of information
pertaining to the same individual as managed by these organs and bodies
and mutually utilize such information. This means that we no longer need
to submit copies of certificates of residence and documentation such as
taxation certificates to administrative organs when administrative
procedures are undertaken, which in turn means that we can expect to see
progress in making administrative procedures a more paper-less, one-stop
affair, especially by eliminating the necessity of visiting multiple
administrative organs in person to submit the required paperwork. This
system began full-scale operations in November 2017. As of January
2020, a reduction in the need to submit documentation for 2,080 types of
paperwork-based procedures, such as applications for a child allowance,
had been achieved through information sharing. It is expected that this
system will continue to apply to more and more types of paperwork-based
procedures in the future.

On the My Number portal, a portal site prepared for each citizen as an
online service operated by the government, there has been a steady
expansion of useable services since the commencement of operations.
One such expansion goes along with a feature designed to display a record
of information provision, allowing each citizen to check the history of
cases in which personal information tied to the personal social security
and tax number has been linked. One-stop services that make it possible
to engage in service searches and make online applications for various
procedures, such as procedures for municipal childrearing, nursing-care,
and disaster-victim support services, can now be provided. It is expected
that this system will be proactively used by local governments for the
effective and efficient provision of administrative services as procedures
increasingly go online, including for the use of (push-type) services by
administrative organs to keep citizens and residents apprised of pertinent
news.

The social security and tax number card can be used as an identity card
and can also be used to properly verify a person’s identity online through
a public personal authentication service incorporated into an IC chip as a
standard feature. In order to quickly realize a digital society in which the
advantages of the Social Security and Tax Number System will be made
more apparent to citizens, efforts will need to be made to disseminate and
improve the convenience of social security and tax number cards, which
will underpin a safe, secure, highly convenient digital society.

n Access to Information and Resident Participation

As Japan’s society has grown more complex and its sense of values
becomes increasingly diverse, local authorities have seen the need for
establishing a new structure to keep in touch with their communities. It is
no longer enough to simply rely on gaining citizens’ input through the
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activities of elected assembly members or popular participation through
direct appeals to the government.
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For this reason, all prefecture governments and all municipal
governments have recently enacted freedom of information bylaws and,
at the behest of local citizens, are actively making government
information available. By allowing access to information, local
governments are also helping to maintain their relationship with their

constituents by letting residents confirm that administrative work is being
carried out properly.

Moreover, several diverse means of resident participation in municipal
management have been adopted recently. Among these are a local
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referendum system based on bylaws (Basic Autonomy Ordinance,
Resident Participation Ordinance, etc.) originally enacted by local
governments, open recruitment of committee members for affiliated
organizations established by local public entities, a public comment

system which gives residents the opportunity to express their opinions on
important policies, a public monitoring system to periodically listen to
residents’ opinions, a public hearing system open to residents’ opinions
on all administrative matters through e-mail and other means, briefings
and workshops to listen to residents’ opinions on policies to be
implemented as well as to explain them to residents, and a citizens’ cram
school in which both the government and residents can deepen their
understanding of specific topics.

A lot of attention has been paid to local development efforts that are
based on having the public collaborate with the government. Individual
residents, volunteer community development organizations, and resident
or neighborhood associations are all vital partners in this effort, as are
NPOs that are engaged in local charitable activities and other work.
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Lecture on demand by city employees (Takatsuki City, Osaka
Prefecture)
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n Safe and Secure Urban Development

Local governments in Japan have jurisdiction over the police and fire
services, and are responsible for assuring the safety and security of
residents.

(1) Police Services

Before World War 11, police services were operated directly by the
central government. However after the war, these services were basically
assigned to the prefectures. Today the central government remains
responsible for the National Public Safety Commission and for the
National Police Agency, which together handle planning and
coordination for police services, as well as training, communications and
criminal identification. All other activities familiar to residents in their
daily lives are carried out by the prefectures. Each prefecture has its own
Public Safety Committee and Prefecture Police Headquarters. The
prefecture maintains control of all its police stations, neighborhood police
boxes (koban), and police outposts (residential police stations, usually
rural). As of 2019 there are about 289,000 regular police personnel
assigned to prefecture police headquarters and the roughly 6,300 smaller
police boxes and outposts around the country.

Routine police activities include crime prevention activities such as
patrol and public order, providing guidance on protecting property, crime
suppression and investigation, making arrests, protecting people in weak
positions such as children, the elderly and runaways, traffic control, and
maintenance of public safety and order. Also, in neighborhood police
boxes (koban) and other locations, officers give directions and deal with
lost property. Further, in order to ensure a safe, pleasant environment for
residents, the police also conduct anti-graffiti and other cleanup measures
in public spaces.

In response to the continuous increase in the number of criminal cases
reported in Japan between 1996 and 2002, the central government took a
number of measures in order to blunt this increase and alleviate citizens’
concerns. These measures, cutting across agencies and including things
such as the establishment of a council of ministers for crime-fighting,
aimed to reestablish “Japan as the safest country in the world”.
Consequently, the number of criminal cases reported has been
consistently declining since 2002. However, the government continues to
work on achieving a society resistant to criminal activities.

(2) Fire Services

Fire services are responsible for firefighting, as well as protecting
people from the effects of earthquakes, hurricanes and floods. Their duties
include fire prevention and suppression, emergency medical transport,
flood control, rescue, and handling large-scale disasters. Before World
War 11, fire services were handled by the police as a national fire defense
function, but after the war municipalities took over most of these roles
(although the Tokyo Metropolitan Government is the main provider of
these services in Tokyo).

Generally, firefighting in municipalities can be roughly classified into
the following two types: One is a regular, full-time firefighting force,
consisting of fire departments and fire stations; the other is an irregular,
defensive fire company. However, lately, very few local communities
have irregular, defensive fire companies of their own, and it is the regular,
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full-time fire brigades that predominate (as of April 2020, 98.3% of the
municipalities had set up regular fire brigades). Also as of April 2020,
there were 728 fire departments established by municipalities, some of
them co-founded between two or more municipalities and some whose
office work has been outsourced (these are known as “wide area fire
services”). Nearly 60% of these fire departments were small-scale fire
departments serving populations of under 100,000, although the limits of
such small-scale fire departments have been pointed out in the realm of
administrative services and capabilities such as staffing, vehicles, etc.
Therefore, in order to improve the firefighting system of the small-scale
fire departments, the Ministry of Internal Affairs and Communications
established the “Basic Policy for Expanding Municipal Firefighting
Coverage” in July 2006, and it is working on plans to further expand
firefighting districts, under the revised Basic Guidelines effective in April
2013. Further, together with the expansion of firefighting districts, the
Basic Guidelines on Municipal Cooperation and Coordination on
Firefighting were established in April 2017, promoting more flexible
cooperation and coordination on some administrative work as suitable for
the nature of firefighting-related administration.

Because so much damage is due to residential fires in our country,
municipalities are working on residential fire prevention measures such
as the widespread installation of residential fire-alarm systems.
Furthermore, with an aging population and falling birthrate, demands for
ambulance services are increasing, with the number of emergency
dispatches in 2018 going up to about 6.60 million (the most in history) for
the tenth consecutive year of increases. In order to respond to this
situation, municipalities are working to develop systems for managing
ambulance services more effectively through prioritizing calls by time-
sensitivity, as well as promoting proper ambulance use through the
establishment of a telephone consultation line (#7119 — the Emergency
Consultation Center) that can be called when unsure whether to call an
ambulance or not. In addition, municipalities are also promoting the use
of first aid by raising awareness and providing training, as well as working
to improve the intake systems of medical institutions.

Furthermore, with so many large-scale natural disasters in Japan such
as earthquakes and torrential rains, and people continually talking about
the imminent danger of a major earthquake occurring, specifically the
anticipated Nankai Trough megathrust earthquake and an earthquake with
an epicenter in the Tokyo Metropolitan Area, it is considered necessary
to cultivate comprehensive disaster prevention capabilities in local
communities in terms of fire services, and resident and neighborhood
associations, in collaboration with independent disaster-prevention
organizations, enterprises and volunteers. Through these efforts, focusing
on the fire departments, local communities are engaged in training,
education, and human resource development.
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Fire fighting by fire brigade members (Kobe City, Hyogo
Prefecture)

m Improving the Quality of Education

The Basic Education Law and the School Education Law were enacted
as part of Japan’s education system reforms after World War II, which
established the present school system comprising six years at primary
school, three years at lower secondary (junior high) and upper secondary
(senior high) schools respectively, and four years at universities.

Nine years of compulsory education (six years of primary school and
three years of junior high school) became the norm, and equal educational
opportunities for all are strongly promoted, as is clearly illustrated by the
marked increase in the percentage of students going on to senior high
school—42.5% in 1950, to 82.1% in 1970, 94.2% in 1980, and 98.8% in
2018. The system provides every child in Japan with the same level of
compulsory education based on guidelines for defining the basic standard
for education laid down by the central government. The official
educational guidelines are revised according to social trends, and in 2006
the Basic Education Law was revised for the first time in the last 60 years,
with new provisions to foster group spirit and cultivate attitudes that value
life and nature included as educational goals. In March 2008, the official
educational guidelines were revised, incorporating in them the idea of
sharing the principle of a “zest for living”, and ensuring the necessary
number of classroom hours for promoting solid academic capabilities.

Based on the “Law on the Organization and Functions of Local
Educational Administration”, prefectural and municipal boards of
education are fundamentally responsible for providing local education.
Boards of education are autonomous, independent from governors or
mayors, and are responsible for all matters relating to education, from
establishing and managing schools and other educational bodies to
making staff appointments. However, authority over the making and use
of budgets as well as the power to submit ordinance proposals rest with
governors and mayors. Governors have legal authority over private
kindergartens, elementary schools, lower and upper secondary schools,
vocational schools, and other miscellaneous schools.

Because of their intimate relationship with residents and the local
community, elementary and lower secondary (junior high) schools are, on
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principle, established by municipalities. The breakdown of elementary iE, 52 0.4%, AL 98.4%. FASL 1.2%, FHELD
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education schools are also established by prefectures.
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Management Reforms of Local Public Enterprises,

B Third Sector Companies and Others

(1) Local Public Enterprises
(D General Local Public Enterprises

Through corporate activities, local governments provide services vital
to local development and to residents in their daily lives, such as clean
water, public transportation, health care, and sewage. The bodies
overseeing these operations and managed by local governments are
generally known as “local public enterprises.” As of the end of fiscal year
2018, 8,308 local public enterprises were being run all over the country.
Some representative examples of these operations, carried out as local
public enterprises, include sewage (3,628), water supply (1,882),
hospitals (627), nursing care services (535), ,water supply for industry
(156), public transportation (86), electricity (100), and gas (26) , (the
number of enterprises in each category is in parenthesis). Moreover,
depending on geographical conditions and special local characteristics,
there are many more categories including ski slopes, hotels, and other
tourist facilities.

Although the work done by local public enterprises is part of local
government, these operations are set apart from ordinary local authority
operations by their unique status as “enterprises” and their emphasis on
efficient and streamlined management. Local public enterprises are run
by corporate managers who are the equivalent of presidents in private
companies, and they have to set up special accounts. While work done by
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local government is usually funded by tax revenues, in principle local
public enterprises charge fees to users of their services, and the income
from these fees is used to cover the ongoing costs of the enterprise.

In recent years, as it has become increasingly important that local
governments establish simple and efficient administrative systems and
ensure their financial well-being, local public enterprises have also been
required to unceasingly pursue reforms, including the aggressive
introduction of private sector management methods. To this end, many
local governments have been dealing with operations that have come to
be seen as lacking broad public benefit by privatizing them, operating
them as PFI (Private Finance Initiative) projects, and outsourcing them to
the private sector.

@ Public Hospital Reform

Local government-run hospitals are responsible for providing
necessary medical services in outlying areas, including areas where it is
difficult from the standpoint of profitability for private sector medical
institutions to offer services. However, in recent years, the financial
situation of these hospitals has significantly worsened, and it has become
extremely difficult to continue operating them due to the downsizing
forced upon them by the shortage of medical doctors and other
circumstances.

For this reason, in 2007 the Ministry of Internal Affairs and
Communications laid out the “Public Hospital Reform Guidelines” which
require local governments that establish public hospitals to create a public
hospital reform plan. This yielded results including a large increase in the
number of hospitals working on reorganization, networking, and a re-
examination of their management style, and an improvement in the
percentage of profitable hospitals from around 30% to around 50%.
However, tough conditions persisted with an ongoing shortage of doctors
and other problems, and over half of public hospitals remained
unprofitable, even with the infusion of funds transferred through the
general account. Ceaseless reform efforts will continue to be needed to
secure sustainable management for these hospitals.

Nationally, measures are underway based on the Law Promoting
Reforms for the Establishment of a Sustainable Social Security System,
including reforms to healthcare delivery systems based on the Act for
Securing Comprehensive Medical and Long-term Care in the
Community. Future public hospital reforms must be pursued in a way that
is consistent with work toward achieving the “Community Healthcare
Initiative” formulated by the prefectures.

To this end, the Ministry of Internal Affairs and Communications in
2015 introduced the “New Public Hospital Reform Guidelines,” urging
local public bodies to create new public hospital reform plans consistent
with work toward achieving the “Community Healthcare Initiative,” in
addition to urging them to improve management efficiency, reorganize,
network, re-examine their management styles, and pursue other such
reforms.
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(2) Third Sector Companies (semi-public enterprises)

In the years following the end of the post-war high economic growth
era, when public needs began to grow more diverse and sophisticated, the
need for new approaches began to be recognized in local public
administration. In response to this emerging need, local governments have
adopted a variety of implementation techniques for programs. One of
these techniques, known as a “third sector” company, aims to make use
of functions and merits of both public and private sector enterprises, even
though the resulting entity belongs to neither of these categories.

From the late 1960s, many third sector bodies were established as the
main entities for carrying out large-scale projects.. In particular, in the
second half of the 1980s a series of systems to actively introduce the
vitality of the private sector into the public sector, together with local
governments’ aggressive efforts at local revitalization, led to an increase
in the number of such entities. After that, although new companies are no
longer being created, some existing companies have been beset with
financial difficulties due to poor management or problems originating in
how they were incorporated.

As of March 2018, there were 7,325 third sector companies across the
country, down by 0.5% compared to 2016. Of these, 59.7% (3,632
companies) operate in the black, while 3.2% (233 companies) have too
much debt. In addition, 43.6% of all companies receive subsidies from
local governments and 11.2% obtain loans.

While the third sector system is expected to play an important role in
supporting local community life, it carries a risk of seriously affecting the
financial situation of the relevant government. As a measure for reducing
that risk, the Ministry of Internal Affairs and Communications
intensively promoted “Fundamental Reforms to the Third Sector” from
FY 2009 through FY 2013, which when viewed at a national level
achieved substantial results including a dramatic reduction of financial
support for local public bodies as well as the reorganization of loss-
making and insolvent businesses. Although the “Fundamental Reforms
to the Third Sector” have come to an end, it is important for local public
bodies to ceaselessly continue strengthening fiscal discipline for
themselves. For this reason, even post-FY 2014 and beyond, it is
necessary for local public bodies to continue pursuing greater efficiency
and business revitalization by taking responsibility and making their own
independent judgments about third-sector initiatives with which they have
some relationship.
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Chapter 3

Promoting decentralization reforms

In Chapter 2, we looked at the administrative challenges faced by
individual local governments. In this chapter, we will review the
division of roles between the national government and local
authorities and discuss decentralization reforms, which are being
proactively promoted to enhance local autonomy and independence.

Decentralization Reform

(1) Background

Faced with the need to develop “unique and dynamic local societies
full of wvitality” where citizens are able to have a comfortable and
prosperous sense of life, local governments have to fill an increasing
number of roles as comprehensive administrative entities in each region,
responding to the diverse needs of the people and socioeconomic changes
such as globalization, population decline, reduced birthrate, the aging of
society and advances in the ICT revolution.

To respond to the needs of the people in this situation, it has become
important to promote administrative decentralization based on the
conviction that services close to people’s daily lives should be handled by
local governments in their communities.

(2) Promoting Decentralization

The “Decentralization Promotion Law” was enacted in May 1995 with
the purpose of promoting decentralization in a comprehensive and
systematic way. Then, based on this law, the “Decentralization Promotion
Committee” was founded in July of that year.

The committee considered specific measures for advancing
decentralization and submitted five recommendations to the Prime
Minister, including abolition of the system of delegated functions
imposed upon local governments by the central government.

Upon accepting those recommendations, the government created the
“Decentralization Promotion Plan” with the approval of the Cabinet, and
passed the “Comprehensive Decentralization Law” in July 1999.
Effective from April 2000, this law marked the transition to a
decentralized administrative system from the centralized system that had
been built up since the Meiji Era, and as such has great significance in
promoting the transfer of power to local governments. Key principles of
the law are summarized below:

D Clarification of division of roles between the national and local
governments

- The local government should be responsible for a broad range of local
administrative affairs and have autonomous and comprehensive authority
to perform the role.

- The national government should be responsible primarily for matters
to be managed essentially by a central government, including:
a) international affairs related to Japan’s presence as a nation in the
international community;
b) matters relating to activities of the people and basic rules for local
autonomy for which nationwide unified decision-making is desirable; and
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Chapter 3 Promoting decentralization reforms

¢) initiatives and projects to be implemented on a national scale and from
a national perspective.

The principles stated above, however, are not completely faithfully
observed in individual legislation, leaving the segregation of national and
local duties an issue yet to be addressed.

@ Abolition of delegation of functions to local governments by the
national government

In the Meiji era, a system was established (based on the then German
model) to delegate part of administrative functions handled by the central
government to local governments to be fulfilled by their executive agency
(governor of a prefecture, mayor of a municipality, etc.) under the
instruction and supervision of relevant ministers. This controversial
system which has been used for an extended period of time by the national
government for performing duties within its responsibility by utilizing
resources of local governments, has been abolished following long years
of debate.

(@ Legislation of intervention of the national government and litigation
procedures

With the abolishment of the system described above, the statutory
definition of the local government as principally an autonomous
administrative entity was established. In line with this move, intervention
of the national government in local administration was reorganized into a
limited number of basic categories defined by law. Also, a system has
been developed to allow a local government to be able to request a third-
party review on corrective directions and instructions issued by the
relevant minister to the local body, and take an additional step of
appealing to the High Court as a way of filing a complaint.

p8l New Developments Toward the Era of
Decentralization

(1) Local administration system appropriate for a society with a
declining population

Under current circumstances, Japan’s population will drop to
approximately 87 million by 2060, and many present-day
residential areas are expected to develop low population density or
be completely unpopulated. The specific effects of depopulation
will differ from region to region, but a crisis mentality is rapidly
growing regarding the sustainability of local communities. It is
local governments that provide the administrative services that
sustain people’s lifestyles, and guaranteeing the sustainable
provision of such services is a pressing issue facing these
governments.

Under these circumstances, the 32nd Local Government System
Research Council, which was launched on July 5, 2018, received a
request from Prime Minister Abe to study, deliberate on, and
provide advice concerning the cooperative relationships among
local governments in a regional area; the optimal mix of public and
private sector involvement in local government systems; and other
necessary local administrative systems from the perspective of
dealing with imminent challenges to emerge retrospectively from
around 2040, when depopulation is expected to become more
serious and the elderly population will peak in Japan. After about
two years of active study and deliberation, the council issued its
summary report to Prime Minister Abe on June 26, 2020. This
report discussed the digitalization of local administration, links
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between the public and private sectors, wide-ranging collaborations
among local governments, and the participation of a diverse range
of residents in local assemblies.

In a society undergoing depopulation and the superannuation of
infrastructure, it is important to create a networked society in which
various actors, faced with all sorts of resource constraints,
collaborate with one another in a way that transcends organizational
and regional boundaries by leveraging new technologies as
platforms for sharing information and resources rather than create
divisions through competition over limited resources.

(2) Reforms of local economic structures to expand the virtuous
cycle and withstand exchange rate fluctuations

In order to revitalize local economies, industry, academia,
financial institutions (local), and government (local) must
collaborate to make use of local resources and local capital, launch
businesses and projects, and create employment.

To this end, and to strengthen the Japanese economy by lifting
GDP through the contributions of local communities, the Ministry
of Internal Affairs and Communications is pursuing the further
implementation of “Projects Promoting Virtuous Cycles in Local
Economies,” which create employment in local communities and
build an economic structure durable in the face of exchange rate
fluctuations. These projects include the Local 10,000 Project,
which  launches  employment-boosting, = community-based
companies using local resources and capital; the Decentralized
Energy Infrastructure Project, which is a local, public body-centric
project that launches local energy businesses focused on local
resources such as biomass and waste material; and the Project to
Promote the Use of the Sharing Economy, which aims to solve local
issues and revitalize local economies through the effective use of
idle assets and capabilities possessed by individuals.

(3) Securing adequate sources of local tax revenue

In order for each local government to pursue community
development in accordance with its own notions of what constitutes
an ideal community, it is important that the local government
endeavors to secure adequate sources of local tax revenue as the
foundation for such development and that it works to build a local
tax system to ensure that any uneven distribution of tax resources
is small and that tax revenues are stable enough to cope with
depopulation, the aging of society, the diversification of working
styles and life courses, and other significant changes in
socioeconomic structures.

Against this backdrop, the FY 2020 tax reform included a tax
system to address the issue of land with unknown owners, a review
of tax measures for unmarried single parents and the widow
(widower) exemption, and a measure to establish an income tax
credit system applicable to the acquisition of shares in venture
companies for the promotion of open innovation.
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Additionally, in the FY 2019 local finance plan, the total general
account budget from local allocation taxes and similar was
increased by 590 billion yen from its FY 2018 level. This budget
constitutes the revenue source that local public bodies are free to
use at their discretion. This increase was intended to enable local
governments to achieve stable fiscal management while tackling
important issues in regional revitalization and related efforts.

Further, it is also important to achieving healthy local
government finances that governments establish a financial
standing that does not rely on temporary debt or any other special-
case exceptional debt. For this purpose, on the revenue side of the
budget, local governments must increase local tax revenues by
revitalizing the local economy, creating employment, etc.; whereas
on the expense side of the budget, governments must prioritize and
streamline. In this way, local tax reforms and securing adequate
sources of local tax revenue are planned to continue ahead for the
future under the Ministry of Internal Affairs and Communications’s
slogan that states: “There is no revitalization for Japan without
revitalization of local Japanese communities.”
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Area and population by prefecture
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(As of January 1, 2020)
Japan consists of a current total of 1,718 municipalities, excluding six villages in the Northern Territory and 23 special
wards of Tokyo.

Population Area (km?) Prefecture capital Thegr;::-t:]i:eo:tlsocal
Hokkaido 5,304,413 83,424.31|Sapporo 179
Aomori-ken 1,292,709 9,645.59|Aomori 40
lwate-ken 1,250,142 15,275.01|Morioka 33
Miyagi-ken 2,303,098 7,282.22|Sendai 35
Akita-ken 1,000,223 11,637.54(Akita 25
Yamagata-ken 1,095,383 9,323.15|Yamagata 35
Fukushima-ken 1,901,053 13,783.74(Fukushima 59
Ibaraki-ken 2,936,184 6,097.06|Mito 44
Tochigi-ken 1,976,121 6,408.09|Utsunomiya 25
Gunma-ken 1,981,202 6,362.28|Maebashi 35
Saitama-ken 7,377,288 3,797.75|Saitama 63
Chiba-ken 6,311,190 5,157.65|Chiba 54
Tokyo-to 13,740,732 2,190.93| Tokyo 39
Kanagawa-ken 9,189,521 2,415.83|Yokohama 33
Niigata-ken 2,259,309 12,584.10(Niigata 30
Toyama-ken 1,063,293 4,247.61|Toyama 15
Ishikawa-ken 1,145,948 4,186.09|Kanazawa 19
Fukui-ken 786,503 4,190.49|Fukui 17
Yamanashi-ken 832,769 4,465.27|Kofu 27
Nagano-ken 2,101,891 13,561.56{Nagano 77
Gifu-ken 2,044,114 10,621.29|Gifu 42
Shizuoka-ken 3,726,537 7,777.42|Shizuoka 35
Aichi-ken 7,565,309 5,172.48|Nagoya 54
Mie-ken 1,824,637 5,774.40|Tsu 29
Shiga-ken 1,420,080 4,017.38|Otsu 19
Kyoto-fu 2,555,068 4,612.19|Kyoto 26
Osaka-fu 8,848,998 1,905.14|Osaka 43
Hyogo-ken 5,570,618 8,400.96|Kobe 41
Nara-ken 1,362,781 3,690.94|Nara 39
Wakayama-ken 964,598 4,724.69|Wakayama 30
Tottori-ken 566,052 3,507.05| Tottori 19
Shimane-ken 686,126 6,708.24|Matsue 19
Okayama-ken 1,911,722 7,114.50|Okayama 27
Hiroshima-ken 2,838,632 8,479.45|Hiroshima 23
Yamaguchi-ken 1,383,079 6,112.30| Yamaguchi 19
Tokushima-ken 750,519 4,146.65| Tokushima 24
Kagawa-ken 987,336 1,876.72| Takamatsu 17
Ehime-ken 1,381,761 5,676.11|Matsuyama 20
Kochi-ken 717,480 7,103.93|Kochi 34
Fukuoka-ken 5,131,305 4,986.40|Fukuoka 60
Saga-ken 828,781 2,440.68|Saga 20
Nagasaki-ken 1,365,391 4,132.09|Nagasaki 21
Kumamoto-ken 1,780,079 7,409.35|Kumamoto 45
Oita-ken 1,160,218 6,340.71|Oita 18
Miyazaki-ken 1,103,755 7,735.31|Miyazaki 26
Kagoshima-ken 1,643,437 9,186.94|Kagoshima 43
Okinawa-ken 1,476,178 2,281.12|Naha 41
National total 127,443,563 377,970.71 1,718
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