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Income Redistribution Function and Regional Promotion
in Hometown Tax Donation System

SUYAMA Satohi

This paper clarifies the actual condition of regional transfer of funds generated by the hometown
tax donation system, and examines what kind of contribution the system fulfils for activation and pro-
motion of the region.

The hometown tax donation system was planned at the beginning as a life cycle balance tax sys-
tem. As a result, funds exceeding 500 billion yen moved from metropolitan areas to rural areas.
Though the fund which the hometown tax attracts from the metropolitan area is distributed to the lo-
cal districts, the distribution is not equal, and rather, it shows the aspect of the scramble of the fund
through the return goods.

Though the municipalities in the local district obtained the unexpected income by the hometown
tax donation, the municipalities which did not have the clear policy on the use, and the municipalities
which continued to transfer to the general account and fund reserve were conspicuous. On the other
hand, CF (cloud funding) - type hometown tax donation system is spreading. There are many adop-
tion cases of CF type hometown tax donation in municipalities in metropolitan areas. In order to re-
spond to the requests from the inhabitants, the mechanism of hometown tax donation is connected
with the crowd funding, and the funds are efficiently collected.

As a means to collect more donations of hometown tax, most of ward municipalities offer return
gifts. From the viewpoint of the gifts’ producer, the administration undertakes advertisement and
business on behalf of themselves. In this case, they can be regarded as a kind of free rider using the
system constructed by the administration. However, the return goods procurement cost of the local
administration is not mere expense, and it stays and circulates in the municipality. The provision of
the gifts itself will lead to the industrial promotion of the region.

From the above consideration, the hometown tax donation system promotes the distribution of the
fund to the local district, and it is the system which can support the independent challenge of the re-
gional promotion. However, present hometown tax donation system is “detour” using donation deduc-
tion. It is necessary to seriously discuss the establishment of the life cycle balance tax system in
both national and local governments.



