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Did the Standard Tax Rate of Local Tax Affect the Efficiency of
Regional Economy in Japan?
: An Application of Stochastic Frontier Analysis

Eiji FUKASAWA "

The economical merits of the standard tax rate concerning the local tax in Japan have not necessarily been
clear. The theoretical model in Yabuki (2004) which is a representative previous work over this problem
concludes that the standard rate as a de facto minimum of the rate of local tax improves the efficiency of
regional economy through encouraging administrative effort of the local government. Additionally, in Japan,
there were not a few local governments which set the local tax at the rate lower than the standard tax rate in
the mid-1950s. Paying attention to both, I checked with stochastic frontier analysis whether tax rates above
the standard tax rate raised by each local government had brought improvement in technical efficiency of the
regional economy concerned.

As a result of estimation, it became clear that there was an effect of the standard tax rate which encouraged
administrative efforts of local governments toward improving technical efficiency of regional economies as
pointed out in Yabuki (2004).

In recent years, expansion of tax autonomy of local governments is one of policy issues in Japan. In
considering whether the present standard tax rate should be abolished from a viewpoint of tax autonomy
expansion, we should also watch the economical merits of the standard tax rate in addition to the political and

economical demerits.

Key words: Standard Tax Rate; Tax Competition; Technical Efficiency

" Research and Legislative Reference Bureau, the National Diet Library






	空白ページ

