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Recycling funds locally: alternative financial systems
under U.S. federalism
Hiroki Sampel

£5 (Summary)

The system of inter-governmental fiscal relations in the USA does not have an
equalization scheme such as those that exist in Europe and Japan. Europe has developed a
horizontal finance equalization system between local governments, and Japan has
constructed a vertical system between central and local governments. The lack of these
equalization systems in the USA causes an economic disparity between regions and brings
structural poverty to communities that do not have enough tax-bearing capacity to promote
their welfare by themselves. To prevent an outflow of funds from the poor periphery to the
wealthy center, the USA has developed unique financial systems for recycling funds
locally. These include the Community Reinvestment Act, community currencies, the
decentralized Federal Reserve System, and free interest loan associations based on ethnic
community. These systems have helped to reduce the unbalanced distribution of wealth
between communities, and to compensate for lack of local finance equalization schemes in
the USA.
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