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The Growing Regional Economic Divide and Local Taxation

Takashi Maeda

The purpose of this paper is to see how an increase in the aged population and the growing economic
devide affect the local taxation. Although, in the aged society, sufficiency and stability in local tax
revenue are strongly required for continual provision of local public service for the growing aged citizens,
the present local tax system has not satisfied this requirement so far. The reason of this is partly that the
present local taxation strongly relies on the personal and corporate income taxation. In this context, the
local real estate tax should be more enlarged. Another problem, which our local tax system is now facing,
is the growing regionally economic devide. The maldistribution of tax bases causes that of tax revenue
among municipalities. By caluculating the Theil measure, we show the maldistribution of local tax
revenue is mainly caused by the prefectural corporate business tax. From this viewpoint, enlarging real

astate and consumption taxation is suggested.



