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The Local Fiscal Equalization Grant and
The Local Finance Committee

ANV TR

The Local Fiscal Equalization Grant (LFEG) was established based
on the Shoup Tax Mission Report (STMR) of 1949. The LFEG was
an ideal system in the sense that it had the function of guaranteeing
financial resources by measuring fiscal demand and compensating the
difference with fiscal revenues. On the other hand, how to secure the
required amount became a technical problem. Therefore, the STMR
called for the establishment of a Local Finance Committee (LFC), as
an organization independent of the Cabinet. The LFC urged that the
Diet amend the government’s budget bill so that the LFEG would have
the necessary amount. In practice, however, the LFEG was not revised
upward because the ruling party members of the Diet cannot oppose
the government budget. After the end of the occupation by the GHQ,
the LFC was abolished and the LFEG was reorganized into the Local
Allocation Tax (LAT).
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