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Abstract: Levels of central-government grants could be an important determinant of
welfare caseloads, particularly in countries where localities administer and implement
welfare programs. Few studies have examined the effect of central grants, because it is
often difficult to isolate and examine their effects discretely; that is, the rates of matching
subsidies are often nationally uniform, and the amount of general-purpose grants is
frequently endogenous. This study overcomes these difficulties by taking advantage of
an institutional change in the system of central grants in Japan. The results show that
increased central grants lead to increased welfare caseloads, even though the procedures
for eligibility assessment in Japan are nominally uniform across localities.
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