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Increasing the Issuance of Public Bonds to Strengthen
Fiscal Discipline of Local Governments

Noriaki Mizuno

This paper seeks to verify through the use of panel data method, whether the issuance of public
bonds has provided market discipline with local government finance. The result of analysis indicates
that increases in the share of public bonds on local bond outstanding have caused improvements in
the future fiscal situation of local governments as the fiscal situation has been exposed to market
discipline. The market discipline by issuing public bonds was generally effective even during and
after 1990’s when the issuance of local bonds ballooned. This suggests that depending on more on

public bonds would contribute to the fiscal discipline of local governments in Japan.
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