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The Effects of Regional Factor on Local Government Finance

Yuichi Morita

In the field of the research of local government finance, we have thought about the total population
and the land area as the main factor which influences the annual expenditure. In recent years the
situation which local government finance faced has changed greatly. The first feature is a consolidation
of the municipalities. In order to strengthen the administrative foundation of the municipalities, municip-
al mergers were promoted by law. The second is progress of aging in Japan. Japan entered the era of
the decrease in population, and the composition of household by family type also has changed. In this
paper we examine the effects of regional factor on local government expenditure caused by progress of
aging. Our main concern is the change in the age structure and the household composition. We use
cross-country data of each municipality (2005) to evaluate the effect on annual expenditure of ratio of
population 65 years old and over, ratio of one-person household, and ratio of household that composed
with member 65 years old and over and others. We find that regional factor through progress of aging

increase annual expenditure while controlling for total population and land area.



