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This paper focuses on the special zone system for structural reform which was introduced in 2002 by Japanese central government. In this system, many actors (e.g. local public authorities, NPOs, private companies) can propose relaxation of some regulations. If their proposals pass the investigation by the central government ministries, the regulations in proposals are relaxed for a certain fixed period. This system has following merits for local area developments: 1) it gives various actors the incentive for considering ideas for local area developments, 2) it helps the diffusion of these ideas since the process of proposal and investigation moves ahead in a transparent manner, 3) it makes it possible to do social experiments of deregulation, 4) it gives the central government ministries to relax the regulations, many of which are limiting factors for local area development. But, in spite of these merits, it is also known that this system is not effectively utilized and there is a need for revision of the details of system. In this paper, we try to build a theoretical model, which describe the process of special zone system, based on the framework of political economics and investigate the roles of the system. Further, based of the results of model analysis, we propose some directions for the revision of the system.
