
1 

 

 

Same Rules, Different Outcomes: How Local Governments 

Use Nuclear Siting Incentives 

 

Masato Miyazaki 

Saitama University 

 

Abstract 

 

This paper explains what accounts for the budgeting differences among four 

municipalities, all in Fukui Prefecture, where nuclear power plants are located. The 

primary causes are differences in initial conditions, such as how much infrastructure was 

in place before the nuclear plants were built or expanded, distinctive budgeting processes,  

and the values of property tax and the Power-Source Siting Grants. The Fukui nuclear 

municipalities demonstrate that local governments are using a single national framework 

for supporting nuclear expansion in a variety of ways. 
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1. Introduction 

This paper explains what accounts for the budgeting differences among four 

municipalities, all in Fukui Prefecture, where nuclear power plants are located. The first 

step is identifying what is distinctive about the city of Tsuruga and the towns of Mihama, 

Takahama, and Oi; the second is tracing how those characteristics produced different 

outcomes in these nuclear site municipalities. The reason I am focusing on the 

municipalities in Fukui is that there is the largest concentration of nuclear power plants 

in Japan. The area is known as “Genpatsu Ginza” (an area where a string of nuclear power 

plants is located). 

 

2. Previous Literature 

Miyoshi (2009), Tsukatani (2010), Miyoshi (2011), and Hiraoka (2013) analyzed 

the finances of municipalities in Fukui Prefecture where several nuclear power plants are 

located. Miyoshi (2009) focused on Tsuruga, while Tsukatani (2010) studied Mihama, 

and Hiraoka (2013) looked at Oi. The finances of each of these municipalities were 

analyzed in relation to the effect the nuclear power plants had on them. Rather than 

conducting a case study of a single municipality, Miyoshi (2011) researched Tsuruga, 

Mihama, Takahama, and Oi and identified the fiscal structure within each one. The results 
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indicated that their basic source of income was property tax revenue from the respective 

power plants. In addition, although it was found that a variety of projects utilized the 

Power-Source Siting Grants (PSSG), the author also pointed out that a great deal of this 

money was used for equipping public facilities and for personnel costs for workers 

involved in the maintenance and operation of these facilities.1 This previous study is an 

excellent resource as it was not based on a single case study. Instead, its method of 

focusing on the four municipalities allowed it to identify features common to 

municipalities where nuclear power plants are located. 

Although the municipalities with nuclear power plants operate under the same 

rules, their fiscal management differs. The four sites in Fukui have their own ways of 

handling revenues and expenditures. Rather than describing what they have in common, 

this paper focuses on the dissimilarities among the four municipalities, especially their 

expenditures, and what accounts for their divergences. 

 

 

                                                   
1 The municipalities where nuclear power plants are located are given a grant that is funded by taxes 

paid by electric power companies according to the amount of electricity sold. Among the Power-

Source Siting Grants, the major grants were integrated into the new. This grant allows the 

implementation of projects in the region that can be freely selected by the municipality as long as 

they are within the monetary limits of the grant. Also, in addition to hardware projects such as public 

facilities, software projects such as regional development and human resources development, 

environmental conservation, development of special products leading to the development of local 

industries, welfare projects, etc. were added as grants. 
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3. Characteristics of Four Local Governments 

Table 1 shows the year in which operations started, the construction costs, and 

the output of the nuclear power plants located in the four municipalities. The construction 

costs are shown in the table because they affect the tax bases of property taxes on 

depreciable assets (the power generation facility itself). The output influences the value 

of the PSSG. 

As is evident from this table, the output and construction costs of the Oi Nuclear 

Power Station are both high, while these figures for the Mihama Nuclear Power Station 

are low. Mihama Nuclear Power Station began operating in the 1970s, while the other 

power plants in the other municipalities began operating in the 1980-90s. This fact 

affected the annual expenditures of the four municipalities, which will be explained in 

detail later. 

[Table 1 around here] 

The year in which operation began, the construction cost, and the output of the 

nuclear power plants (shown in Table 1) affect the finances of the four municipalities. 

Figure 1 shows fluctuations in the total expenditures of the four municipalities, Figure 2 

shows changes in the financial capability index, Figure 3 shows fluctuations in total local 

taxes. Increases in total annual expenditure, higher financial capability index scores, and 
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increases in the total value of local taxes occur either one or two years after the power 

plant begin operating and greatly contribute to by the increase in property tax on 

depreciable assets. 

[Figure 1-3 around here] 

Furthermore, Figure 4 shows the fluctuations in the PSSG. From 1979 to 2002, 

data on grants before the system was changed are shown. The value of grants in Tsuruga 

fluctuates frequently, but on average, the value received by Tsuruga is the largest and that 

in Mihama is the smallest. Also, the values in Takahama and Oi showed similar trends 

during the period from 1996 to 2007. 

[Figure 4 around here] 

Table 2 shows the results of the PSSG projects listed by municipalities on the 

Internet from 2007 onwards. These projects were classified into three categories: 

investment expenses, facility operation expenses, and non-investment expenses except 

for facility operation expenses. When the PSSG system changed, grants could then be 

allocated not only for public facility development projects, but also for maintenance and 

operation of facilities through projects for welfare. The non-investment expenses are 

therefore split into facility management costs and other costs are shown separately. 

[Table 2 around here] 
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The following points can be discerned from this table. First, the PSSG that 

Tsuruga receives comprise only a small proportion of public investment outlays. Second, 

Oi allocates a high percentage of the PSSG for public investments. Third, Mihama spends 

a large share of the PSSG on facility operating expenses. Forth, most of the non-

investment spending of the PSSG in Mihama and Takahama went towards facility 

operating expenses. 

Therefore, let us examine what kinds of effects the nuclear power plants had on 

the expenditures of the four municipalities and what differences arose between the four 

municipalities. 

 

4. What Caused the Four Local Governments to Diverge? 

1. Tsuruga 

The Tsuruga city government differs from the other three sites in how it makes 

public investments. First, the share of the budget going towards expenditure for ordinary 

construction works is low. Second, the PSSG that Tsuruga receives comprise only a small 

proportion of public investment outlays. Both of these traits can be traced back to 

Tsuruga’s highly developed infrastructure and its budgeting process. 

If infrastructure is under-developed in a city, the government must devote more 
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of its budget for ordinary construction works. Once the requisite infrastructure is in place, 

funds can be allocated to other areas. In FY 1980, over 80 percent of Tsuruga’s roads were 

paved. Because the nuclear plants in Tsuruga were built relatively early, the city had 

several years to upgrade its infrastructure. 

Tsuruga’s budgeting process is another differentiating factor. According to 

interviews I conducted, the city’s finance division has a great deal of clout and it used this 

influence to keep Tsuruga’s finances in good health by using the PSSG to pay for essential 

government services such as health clinics, wholesale markets, trash incinerators, 

landfills, and community centers.2 The finance division’s commitment to sound fiscal 

policy is another factor behind the city’s low expenditures for ordinary construction 

works and the relatively small share of public investment funds coming from the PSSG. 

2. Mihama 

Mihama spends a large share of the PSSG on facility operating expenses. In fact, 

facility operating expenses account for almost all of the Mihama’s non-investment 

spending of the PSSG. Mihama’s particular spending patterns can be traced to the fact 

that it has the weakest fiscal position among the four municipalities. 

                                                   
2 Interviews I conducted also revealed that there was a period of time when the finance division 

alone determined how the PSSG were appropriated. The planning and coordination division could 

only submit spending proposals to the finance division. 
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Mihama’s fiscal problems are longstanding. Except for a brief period in the late 

1970s, the town’s fiscal capability index has remained below 1.0.3  Furthermore, the 

value of property tax revenue collected from the nuclear plant has scarcely risen since the 

1970s. Finally, the value of grants Mihama receives is the smallest of all four 

municipalities. 

Mihama is in a worse fiscal position than the other nuclear municipalities 

because its local power plant predates the enactment of “three laws” that provide grants 

to the sites of nuclear plants. The cost of construction for the Mihama plants was lower, 

which matters because Mihama therefore collects less in property tax, which itself is 

declining even more due to depreciation. The Mihama plants’ electrical output is small 

and the PSSG are based in part on the local plants’ generating capacity. All in all, 

Mihama’s nuclear plant has not been a significant boon to its economy. Mihama’s fiscal 

straits explain why the town spends a large fraction of the PSSG on facility operating 

expenses. 

3. Takahama 

Takahama’s budget changed significantly in the early 2000s. Until FY 2001, 

                                                   
3 The financial capability index is used to indicate the financial strength of local municipalities. It is 

calculated as the past-three-year average of the figures derived from dividing standard financial 

revenues by standard financial needs. 
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expenditure for ordinary construction works comprised a large share of the town’s 

spending. However, beginning in FY 2002, public works spending began to fall and most 

of the non-investment spending of the PSSG went towards facility operating expenses. 

Prompting the change in spending was a rise in the town’s ordinary balance ratio 

(OBR).4 Takahama’s OBR declined once the Takahama Nuclear Power Station began to 

operate, but incrementally rose again beginning in the 1990s. After FY 2003, Takahama’s 

OBR was the highest among the four municipalities. The factors behind the rise include 

plant and equipment costs incurred in operating and maintaining public facilities and the 

transfer of more funds to sewer projects. Takahama’s plant and equipment spending 

greatly exceeded the national average and the average for similar towns (Fukui Prefecture 

2012). 

For Takahama, becoming a nuclear site brought substantial financial benefits. Its 

nuclear power plant has four reactors, two of which went online in the 1970s, the others 

in the 1980s. As Takahama’s power plant cost more to build and produces more electricity 

than the Mihama plant, it also generates more tax revenue for the town. 

With the nuclear plant providing property tax and the PSSG, Takahama was able 

                                                   
4 The ordinary balance ratio indicates how much flexibility exists in a local government’s fiscal 

structure and equals current expenditures (personnel costs, direct welfare payments, debt service 

costs and other annual ordinary expenditures) paid out of general funds divided by current revenues 

(primarily local taxes and ordinary local allocation tax grants paid into general funds). 



10 

 

to build public facilities and install sewers. These public works require maintenance and 

so the town’s OBR rose in sync with rising maintenance costs. The costs of maintaining 

the infrastructure that was built using the sizable revenues from the nuclear plant has 

stretches their budget thin. As Shimizu (1992) and others point out, property taxes 

collected from nuclear plants shrink over time as the plants depreciate.5 Municipalities 

are free to use property tax revenue as they see fit, as a result, Takahama’s discretionary 

spending budget is falling as its nuclear plant ages. At the same time, revisions to the 

PSSG system have eased restrictions on how the grants can be spent. This change has 

enabled municipalities to allocate a smaller percentage of their budgets to expenditure for 

ordinary construction works in favor of spending more on facility maintenance and 

operations. 

4. Oi 

Oi’s public investment expenditures have two notable characteristics. First, 

expenditures for ordinary construction works consume a large share of the town’s 

expenditures. Second, Oi allocates a high percentage of the PSSG for public investments. 

Oi’s budgets stand in contrast with Tsuruga’s, as the following comparison of their 

infrastructure and budget-making shows. 

                                                   
5 As described in Shimizu (1992) and Kaneko et al. (2008), the decline in tax revenue gives 

municipalities an incentive to have more reactors built in their area. 
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In FY 1980, only around 40 percent of Oi’s roads were paved and therefore, once 

the town began to receive property tax and the PSSG, it allocated these funds for capital 

improvement, thereby increasing the share of the budget spent on expenditure for ordinary 

construction works. 

Interviews I conducted revealed that Oi spent the PSSG it received for the siting 

of reactors 1 and 2 at the Oi power plant on schools, cable TV infrastructure, town roads, 

farm roads, sewers, and rural wastewater treatment plants. It used the PSSG for reactors 

3 and 4 to build a sports center, cable network updates, town and farm roads, sewers and 

wastewater treatment plants. 

By the end of the 1980s, more than 80 percent of Oi’s roads were paved and 

other forms of infrastructure had similarly developed. Despite this achievement, and 

despite the easing of restrictions on the PSSG allocation, neither the share of the budget 

used for ordinary construction works expenditure nor the share of the PSSG spent on 

public investment was substantially reduced. The factor can be traced back to Oi’s 

budgeting process. 

A questionnaire survey that I conducted asked respondents, “Whom do residents 

turn to in order to have their needs reflected in the municipality’s budget?” In Tsuruga, 

Mihama, and Takahama respondents answered that “individual stakeholders lobby local 
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government officials who oversee the policy area in question.” Only in Oi did respondents 

answer that local district council leaders served as intermediaries who submit written 

requests to town officials and meet with them to convey what residents in their districts 

want. This pattern of direct citizen involvement and lobbying is likely behind the large 

share of Oi’s budget going toward capital investment. In Oi in the early 1970s, supporters 

and opponents of siting a nuclear power plant confronted each other aggressively, 

dividing the municipality into two camps. This opposition may be reflected in the 

demands of each district in the compiled budget. 

 

5. Concluding Remarks 

This paper has highlighted how the four municipalities where nuclear power 

plants are located vary in their public finances and analyzed the causes of their different 

spending patterns. The primary causes are differences in initial conditions, such as how 

much infrastructure was in place before the nuclear plants were built or expanded, 

distinctive budgeting processes, and the values of property tax and the PSSG. 

As Hall and Thelen (2009) argued that institutions are seen as resources, 

providing opportunities for particular types of action, the Fukui nuclear municipalities 

demonstrate that local governments use a single national framework for supporting 
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nuclear expansion in a variety of ways. 
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(in Japanese) 

Table 1. Characteristics of nuclear power plants in the four municipalities. 

Tsuruga    

Name 

of Power Plant 

Year Operation 

Began 

Construction 

Cost 
Output 

Tsuruga 1 1970 320 billion yen 357,000kW 

Tsuruga 2 1987 3,800 billion yen 1,160,000kW 

Fugen 1978 685 billion yen 165,000kW 

Monju 1994 5,885 billion yen 280,000kW 

    

Mihama    

Name 

of Power Plant 

Year Operation 

Began 

Construction 

Cost 
Output 

Mihama 1 1970 312 billion yen 340,000kW 

Mihama 2 1972 363 billion yen 500,000kW 

Mihama 3 1976 768 billion yen 826,000kW 

    

Takahama    

Name 

of Power Plant 

Year Operation 

Began 

Construction 

Cost 
Output 

Takahama 1 1974 656 billion yen 826,000kW 

Takahama 2 1975 604 billion yen 826,000kW 

Takahama 3 1985 2,803 billion yen 870,000kW 

Takahama 4 1985 2,098 billion yen 870,000kW 

    

Oi    

Name 

of Power Plant 

Year Operation 

Began 

Construction 

Cost 
Output 

Oi 1 1979 1,843 billion yen 1,175,000kW 

Oi 2 1979 1,225 billion yen 1,175,000kW 

Oi 3 1991 4,582 billion yen 1,180,000kW 

Oi 4 1993 2,535 billion yen 1,180,000kW 

Source: Kitamura and Mishima (2001) 
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Figure 1. Fluctuations in the total expenditures of the four municipalities. Source: 

Municipal finance handbook. 

 

Figure 2. Changes in the financial capability index. Source: Municipal finance handbook. 
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Figure 3. Fluctuations in total local taxes. Source: Municipal finance handbook. 

 

Figure 4. Fluctuations in the PSSG. Source: Municipal finance handbook. 
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Table 2. Results of the PSSG projects. 

 (%) 

Investment expenses    

  Tsuruga Mihama Takahama Oi 

FY 2007 1.4 36.7 46.7 53.2 

FY 2008 7.7 33.0 42.6 57.0 

FY 2009 35.5 21.2 39.1 36.7 

FY 2010 40.2 46.6 42.2 53.7 

     

Facility operation expenses 

  Tsuruga Mihama Takahama Oi 

FY 2007 86.9 62.8 52.4 25.7 

FY 2008 36.1 66.8 56.6 31.4 

FY 2009 37.4 71.8 55.9 31.7 

FY 2010 38.8 49.4 54.6 34.2 

     

Non-investment expenses 

except for facility operation expenses 

  Tsuruga Mihama Takahama Oi 

FY 2007 11.7 0.6 0.9 21.1 

FY 2008 56.2 0.2 0.9 11.6 

FY 2009 27.1 7.0 5.0 31.6 

FY 2010 21.0 4.1 3.2 12.1 

Source: Website of Agency for Natural Resources and Energy. 

http://www.enecho.meti.go.jp/info/dengenkoufukin.htm 


