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Interdependency of Financial Indexes in the Law Relating to the Financial Soundness of

Local Governments: Empirical evidence of Japanese Prefectural data

Haruaki Hirota and Hideo Yunoue

Musashi University, University of Hyogo

Abstract

The purpose of this paper is to evaluate an effect of new fiscal rules in the Japanese
prefectural government. Especially, we focus on creative accounting [von Hagen and
Wolff (2006)] in the Law Relating to the Financial Soundness of Local Governments
(2007, Law No. 94). We estimated the effect of fiscal rules by using SUR model. Our
results show that the new rules may have induced local governments to use stock-flow
adjustments. The Japanese prefectural government increased future burden ratio

introducing new rules while they decreased their deficit.
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Noord(2005)i%, &t EOEMEITIE, MEAICEET D IMEAR R & 5 2 700 — Ry 72
X0 < U (One-off measures) BN AET 5 6 O & | MEORTORSREE BT 203, Mid
MAEIZITIT E A EREE 5 2 7 W EHEIE(Creative accounting) 34T 5 AREME & 5
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1 Eichengreen and Bayoumi(1994), von Hagen and Harden(1995), Kontopoulos and Perotti(1999),
Persson and Tabellini(1999), Kirchgussner(2002), Milesi-Ferretti(2003), von Hagen(2006), von Hagen
and Wolff(2006), Beetsma etal.(2007), Debrun et al.(2008), Beetsma et al.(2009), Debrun et al.(2009),
Luechinger and Schaltegger(2013)72 E23% %,
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#F1 kR E

20084EfE A% i EERE =/ME RKIE
EERFHE 46 -1.032 0.915 -4.440 -0.010
EEEERTFLE 46 -5.469 3.153 -13.920 -0.220
EENEELE 46 14.083 2.821 8.900 22.300
HRAELE 46 238.491 45.970 129.700 360.100
A0 46 14.452 0.708 13.302 15.996
—ABIYRERRNBEE 46 3632 486 2735 4866
L@ E 45 0.420 0.161 0.013 0.651
EEXESKFLE 46 0.139 0.033 0.090 0.281
FEABIUKRELLE 46 0.053 0.024 0.014 0.114
BREIREE 46 95.51 2.74 89.00 99.80
20094 BRI i EERE =/ME =KAIE
RERFLHE 46 -1.172 1.129 -5.330 -0.020
EEEERTHE 46 -5.828 3.417 -14.820 -0.270
EENEELE 46 14.607 2.943 9.200 24.000
HEkEEEE 46 239.009 47.924 122.700 366.400
A0 46 14.449 0.711 13.297 16.000
—AH-YEERRNREE 46 3595 439 2629 4683
LB E 46 0.403 0.140 0.032 0.589
EEXHSKFLE 46 0.191 0.035 0.127 0.304
EABUKRFLL R 46 0.038 0.007 0.026 0.062
BREREZLE 46 95.21 2.13 89.90 100.10
20104 BRI Fi EERE &/ME =KXIE
EHERFLHE 46 -1.275 1.027 -4.050 -0.060
EREEERTHE 46 -5.868 3.011 -12.880 -0.230
EENRELE 46 15.063 2.869 9.900 24.100
HRAEEE 46 221.459 48.723 99.300 350.200
AQ 46 14.446 0.713 13.292 16.002
—ANH-YRBERRNREE 46 3777 464 2821 4981
LB 46 0.418 0.138 0.046 0.600
EEXHEKRFLE 46 0.142 0.032 0.078 0.273
EABUKGFLE 46 0.046 0.008 0.031 0.070
BREIRZLLE 46 90.80 2.43 85.90 94.50

14



< 2 SUR T X DHEERE R

20085 [E 2009 & 20104 [
E£H x£H Sy
XE EHEHE NMfEE kAR EE O OEREE AMEE BkaelE XE 0 OEREE oMEE kel
FELE FFHE  HE thE [ FRFHE RFHE ek tb#E | FRFHE RFHE & e
A0 (et $h) 1138  4.546*** 4.133** 67.51*** | 1.032" 4.272"* 2330 47.15** | 0596 3.547*** 2.888*** 56.90"**
(0.354)  (1.185)  (0.992) (16.07) | (0.397) (1.069) (0.916) (13.21) | (0.388)  (1.169)  (0.964)  (15.12)
—ABEYEERRBEE 0.000413 0.00296** 0.00244** 0.0452***| 0.000347 0.00145 0.00182 0.0351** (0.000917** 0.00215* 0.000879 0.0227
(0.000379) (0.00127) (0.00106) (0.0172) {(0.000488) (0.00132) (0.00113) (0.0162) |(0.000393) (0.00118) (0.000976) (0.0153)
B AL 2.928  21.59"* 27.35"* 362.7* | 3.016 22.28* 28.57*** 364.2** | 1.763  22.70"* 28.87*** 334.7"*
(1.835)  (6.147) (5.146) (83.34) | (2.408) (6.491) (5.562) (80.19) | (2.185) (6.583) (5.427) (85.16)
EEXHEKRELE 1423 -2.235 -45.08*** -802.2***| 2.294 9599  -45.10** -1,027*{ 1.817  -4.517 -41.90*** -867.0***
(5.503)  (18.44) (15.43) (250.0) | (7.681) (20.71) (17.74) (255.8) | (5.786) (17.43) (14.37) (225.5)
EABHKAFLLE 5469  -13.56 35.64* 1751 | -13.55 1248  10.28  -5143 | -30.23  5.695  105.6*  654.1
(5.692)  (19.07) (15.96) (258.6) | (25.39) (68.46) (58.66) (845.7) | (19.33) (58.25) (48.02)  (753.6)
BEINELHE 0.0725  0.146  0.164  1.460 | 0.0408  0.221 0.212  1.020 | 0.124*  0.290  0.368*  4.641*
(0.0506)  (0.170)  (0.142)  (2.300) | (0.0862) (0.232)  (0.199)  (2.870) | (0.0646) (0.195)  (0.161)  (2.519)
EHIE -27.20°* -103.7** -76.95"* -1,087*** | -21.48"* -109.4"* -49.07** -596.4* | -24.21*** -100.6*** -74.46*** -1,155**
(8.114)  (27.18)  (22.76)  (368.6) | (9.909) (26.72)  (22.89)  (330.0) | (7.342) (22.12) (18.24)  (286.2)
BLA 45 45 45 45 46 46 46 46 46 46 46 46
Breusch-Pagan test X2(6) = 20.174 *** X2(6) = 23.658 *** X2(6) = 15.013 **
RER 0.347  0.384  0.445  0.468 | 0.248  0.404 0410 0537 | 0.375  0.340  0.506  0.578

FEIMIN O %M 1L Standard Error T® 5,

L 1%, FFIL 5%, *

X 10% TOHEBEKETH D,

Breusch-Pagan test DI A 2 RIETH Y | FHMAOKEIIARHELZH L DT,
2008 FEFEIZ DWW TR, HURHD & ZAR O 2 MBS HIE ThH > 7cizd HEEN IR STV D,
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%3

AT O BIREATH

20084F & FERFHE BEHEEFRFHE ZENEELE JFEHBHLE
EEFRFLHE 1.000

EREERFLLE 0.485 1.000

EENEELLE -0.018 0.089 1.000

SkEEE -0.023 -0.074 0.446 1.000
20094F EEAFTHE BRHEEFRTHE FTENEELE [XEELE
EERFLE 1.000

EREERFLHE 0.506 1.000

EENEELLE -0.093 0.067 1.000

FxrEPHER -0.076 0.048 0.487 1.000
20104E FEATHE ERFZERFHE FHENEEILE J[JRHPLHE
EEFRFLE 1.000

EREERTLHE 0.256 1.000

EENEELLE -0.122 0.022 1.000

SkEBIBE -0.175 -0.097 0.453 1.000
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