
Significance of the Disaster Recovery and Reconstruction Fund  

after the 1995 Great Hanshin - Awaji Earthquake Disaster 

 

Ryosuke Aota* 

 

 

Abstract 

This paper describes the role of the disaster recovery and reconstruction fund, that was 

established in the aftermath of the Great Hanshin Awaji Earthquake. Among the many challenges 

were supporting the affected victims who lost their housing or faced other difficulties that could 

not be resolved privately. In addition, no systems promoting mutual support, such as volunteer 

activities, were available. The mission of public support is mainly to regain public interest, which 

is considered benefit all or most of the people get, such as infrastructure or public facility. 

Accordingly, the local governments, Hyogo Prefecture and Kobe municipality, created a new 

system to respond to such issues.   

In this study, I first analyzed the fund’s framework that involved a financial resource transfer 

from the government to private agencies. The local government issued bonds, to accrue the 

financial resources, and the interest from these resources was used to launch support projects. 

However, there were several challenges involved in the creation of the system with decisions 

regarding “targets of support,” “scale of fund and projects adopted,” and “cooperation from the 

national government and financial institutions,” all made and implemented within a short period 

of time.  

I also analyzed all the funded projects and examined their characteristics, including housing, 

livelihood, industry, education/culture, and transmission of lessons. From this analysis emerged, 

the fund’s following significant characteristics are: 1) The local governments developed a new 

approach different from the traditional idea of public support. 2) The fund promoted self-help and 

mutual support. 3) The trial by the fund led to the establishment of a new legal system for recovery 

and reconstruction. 4) The fund was managed by a private organization, which facilitated attentive, 

prompt, and flexible support. 5) The fund was a useful tool for promoting local governance.  

    I concluded that the fund was a useful tool for implementing a bottom-up approach by the 

affected local governments. Local governments could be the main actors at the “Build Back Better” 

stage. Several lessons emerged from this experience that should be transmitted to local areas 

facing such disasters in the future. 1) An affected local government can establish its own system, 

even if the national government is not sufficiently prepared for solving problems. 2) Local 

governments are more approachable and flexible in coping with the various needs of the victims 

on site. 3) This is a matter of local governance, where not only the local government, but also 

supporters and citizens can cooperate with each other through self, mutual, and public support.  
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1. Introduction 

After major disasters, the recovery of affected victims and the reconstruction of their lives 

often tend to be get ignored in favor of core infrastructure activities. The mission of public support 

is mainly to regain public interest, which is considered benefit all or most of the people get, such 

as infrastructure or public facility. On the contrary, there are limits to government support 

available in cases of loss of private property and profit generating activities by victims. However, 

it is also difficult to rehabilitate affected areas unless victims are able to stand on their own feet. 

This has been a big dilemma for governments aiming to support victims of major natural disasters. 

In the case of the 1995 Great Hanshin Awaji Earthquake, the local governments, of the Hyogo 

Prefecture and Kobe municipality, established a “Disaster Recovery and Reconstruction Fund”, 

through which they developed a different type of in-depth public support. This has provided a 

blueprint for the creation of other such funds in the aftermath major natural disasters (see Table 

1). As we will approach the 25th anniversary of that disaster in 2020, I look the significance of the 

fund for present and future support policies. 

 

 

2. Methodology 

I first examined the relative documents to understand how this fund was established. 

Hayashi (2005) 1) analyzed the process of transferring the fund’s resources from the government 

to private agencies. Aota (2010) 2) compared the activities of the funds between Hanshin-Awaji 

and Chuetsu Earthquake, and found that the fund was able to show its flexibility depending on 

the locality of affected areas. Further, Aota (2011) 3) also analyzed the primary characteristics of 

several funds instituted before the Great East Japan Earthquake to find out their primary 

Table１：Main recovery and reconstruction funds3) 

Name Period Founder 
Fund scale 

（Main resource） 

No. of 

Projects 

Total 

amount of 

projects 

① Unzen Volcano 

Eruption Disaster 

Sep. 1991-

Aug.2002 
Nagasaki Pref. 

109 billion JPY (local 

allocation tax grant + public 

donation） 

73 
27.5billion 

JPY 

② Okushiri Tsunami & 

Earthquake Disaster 

Jan.1994-

Mar.1998 
Okushiri Town 

9 billion JPY (public 

donation) 
73 

9 billion 

JPY 

③ Great Hanshin-Awaji 

Earthquake Disaster 

Apr.1995-

on going 

Hyogo Prefecture 

and Kobe City 

900 billion JPY (local 

allocation tax grant） 
116 

355 billion 

JPY 

④ Chuetsu Earthquake 

Disaster 

Mar.2005-

on going 
Niigata Prefecture 

305 billion JPY (local 

allocation tax) 
139 

60 billion 

JPY 

⑤ Noto Peninsula 

Earthquake Disaster 

Aug.2007- 

on going 

Ishikawa 

Prefecture 

50 billion JPY (local 

allocation tax grant) 
23 

3.4billion 

JPY 

⑥ Chuetsuoki 

Earthquake Disaster 

Oct.2007- 

on going 
Niigata Prefecture 

120 billion JPY (local 

allocation tax grant) 
91 

9 billion 

JPY 

⑦ Great East 

Japan 

Earthquake 

Disaster（※） 

1st 
Oct. 2011- 

on going Affected 

prefectures and 

municipalities 

196 billion JPY (local 

allocation tax grant + private 

donation） 
Continued 

196 billion 

JPY 

2nd  
Mar. 2013- 

on going 

104.7 billion JPY (local 

allocation tax grant) 
104.7 

billion JPY 

⑧ Kumamoto Earthquake 

Disaster 

Dec. 2016-

on going 

Kumamoto 

Prefecture 

52.32 billion JPY (local 

allocation tax grant) 
Continued 

52.32 

billion JPY 

（※）Multiple founders have been grouped together. 



characteristics. The Hanshin-Awaji Earthquake Disaster Fund has become the foundation for 

subsequent disaster recovery and reconstruction funds for disaster victims in Japan. This study 

shows how that fund contributed to the development of recovery and reconstruction policies of 

affected local governments. 

I analyzed all 116 programs of the fund in a variety of areas like housing, livelihood, 

industry, culture/education, and transmission of lessons, based on the classifications of 10th year 

report of the fund 4). I analyzed the achievements, evaluations of, and challenges faced by each 

program, to discover the significance and characteristics of the fund. Finally, I explored how the 

lessons of this fund shaped policies of support for victims affected by subsequent disasters. 

 

3. Framework of the fund 

     Since no specific system based on the needs of affected victims existed, the local 

government had to create a new framework. 

 

3-1. Create New Framework  

Recovery and reconstruction funds have been established in the aftermath of several big 

disasters. However, a system for this purpose has not been permanently instituted. Each time a 

disaster occurs, the matter of establishing funds is discussed afresh. The financial resources 

needed for each fund have also not been also fixed. Following the Great East Japan Earthquake 

(2011) and the Kumamoto Earthquake (2016), the national government provided funds from a 

special allocation tax grant (1). After the Unzen Volcanic Eruption (1990) and the Okushiri Island 

Earthquake and Tsunami (1993), private donations (2) were used. In the case of the Hanshin-Awaji 

Earthquake, no system for directly delivering such allocations existed. Furthermore, private 

donations were insufficient for delivering resources to so many victims. Thus, a different system 

had to be created by the local government (See Chart 1).         

・ The affected local governments (Hyogo Prefecture and Kobe City Governments) issued a 

local bond to mobilize resources for the fund. Banking institutions (3) lent money to the local 

governments (58 billion JPY, interest rate 4.5%). (4) 

・ The local governments established a private organization to operate the fund (=The Great 

Hanshin Awaji Earthquake Disaster Foundation).  

・ The local governments carried out the transfer of financial resources from the banking 

institution to the private organization. 

・ Following the transfer, the organization purchased the credit that the bank had provided to 

the local governments.  

・ The private organization implemented support projects using the interest accrued from the 

financial resources it received. 

・ The debt incurred by the local governments with the banking institutions was primarily 

covered by the local allocation tax grants.     

 

3-2. Challenges to be resolved 5) 

     Due to the unprecedented nature of the system, the local governments faced several 

challenges in fulfilling the goals of the fund: 

3-2-1. Time limit 

The disaster occurred on January 17th, 1995. Since Japan’s fiscal year starts from April, it 

was expected that the fund would begin operations from April 1st. Accordingly, the local 



government had to institute the entire system within two months. 

3-2-2. Support target 

Support provided by the fund had to be distinguished from that provided by the normal 

budget. In this regard, the local government clarified that: 

・ There were no public support projects available before, or such support was insufficient and 

should be complemented by the fund. 

・ Projects covered by the normal budget should not be included within the fund’s activities. 

・ When necessary support could not be provided from the normal budget, the fund should 

complement it. 

3-2-3. Fund scale and projects  

It was difficult to exactly estimate the scale of the fund and the nature of projects under it 

within a short period of time, because of the extent of damage and the lack of clarity into the 

situation. Although the local governments initially drafted a 300 billion JPY allocation for the 

fund, this was raised to 600 billion JPY, through discussions with the national government. Two 

years later, this amount was increased again to 900 billion JPY. While 28 projects were initially 

launched under the fund, this was further extended into 116 projects.        

3-2-4. Cooperation from the national government 

The local government met with the Ministry of Home Affairs on in the midst of February 

1995, in order to develop a framework for the fund within two weeks. The following matters were 

decided: 

・ Fund resources were to be ensured by raising local government bonds. 

・ The local governments would shift those resources to the fund organization with free of 

charge. 

・ The interest rate of the bonds were 4.5 %, in reference to that of the 10-year national bonds. 

・ Nine-tenth of the interest payments would be covered by local allocation tax grants. 

・ The resources would be redeemed collectively after ten years. 

3-2-5. Cooperation from financial institutions 

Cooperation from financial institutions was indispensable for fund management. Hence, a 

syndicate of 14 banks, of which the headquarters or branch offices were situated in Kobe, was 

created. The syndicate adopted certain key decisions, including: 

・ Financing and operation should be simultaneously implemented. 

・ Interest rate for deposits and loans should be the same. 

・ Financial institutions do not receive any interest margin nor other charges. 

3-2-6. Formal procedure for establishing the fund organization 

It was initially estimated that it would take at least half a year to establish the foundation, 

as preparation was necessary to “make an act of endowment,” “apply for permission for its 

establishment,” “create plans and budgets for projects for the initial year,” “recruit board members 

and auditors,” and so on. However, the local government completed preparations within two 

months to in order to start the projects from April 1st, the first day of the new fiscal year.     

3-2-7. Negotiations with assembly and municipalities 

The Hyogo Prefecture government, on behalf of the affected municipalities (excluding 

Kobe city), proposed to initiate the fund’s operations. Kobe, which is the prefecture capital and a 

government-ordinance-designated city, joined the main body to operate the fund with the 

prefecture. Projects by the fund did not require approval from the assembly. However, the 

assembly accepted the new system, because the fund required promptness and flexibility to 



address various needs in a time of 

emergency.     

Chart 1 summarizes the 

establishment of the fund, detailing the 

process by which the system was created 

by the local governments, in cooperation 

with both the national government and 

banking institutions. By shifting funds 

from the public to the private sector, 

support projects calibrated to victims’ 

needs were implemented. 

 

4. Support provided by the fund  

The fund primarily consists of projects in the fields of housing, livelihood, industry, 

education/culture, and others. These elements were considered the key foundation for people to 

rebuild their lives. They are related to private matters, including property and privacy, which were 

considered areas suitable for self-help. Although the government provided some consideration to 

these fields through public support, it was difficult to cover the areas fully and address all 

difficulties that the affected victims faced. Further mutual support, involving contributions by 

other people, could not be covered by public support. The fund helped to promote such self-help 

and mutual support. Some of the main projects carried out under the fund were:  

 

4-1. Housing reconstruction 

The national government did not provide direct subsidies for reconstruction, on the basis 

of certain principles: a) It is difficult to create a compensation system for the loss or damage of 

private land and housing property.6) b) In principle, it is a matter of self-help for those affected to 

regain their property when damaged by a natural disaster.7) c) While each person can develop 

his/her property at his/her discretion under the private property system, he/she should maintain it 

at his/her own risk. 8) 

However, the local governments insisted that these principles were divorced from the real 

situation in affected areas. If the victims abandoned these areas, the region could fall into decay. 

It insisted that housing reconstruction was part of regional development, which contributed to the 

public interest.  

Although the national government did not basically change its view, it acknowledged that 

the local government could provide victims with interest subsidies for housing loans through the 

fund, which was considered an indirect subsidy. In urban areas, especially, several of the affected 

houses were collective ones. Hence, the construction or repair of private condominiums was 

supported.  

The fund also provided support for community revival. Communities provide residents not 

only with space for their houses, but also mutual help from their neighbors in building their lives. 

However, with a large number of houses devastated, many affected victims were forced to leave 

their communities. The local governments were not able to cover all of the affected areas by their 

public projects. Small but numerous areas were required to be rebuilt by the communities 

themselves. However, members of the communities were not familiar with technical matters. 

Hence, experts in community development were necessary to assist such communities on a 

 

Challenging issues to be solved 

“Time Limit” “Support Target” “Fund Scale and Projects” 
“Cooperation from the National Government” “Cooperation from 
Financial Institutions” “Formal Procedure for Establishing the Fund 
Organization” and “Negotiations with the Assembly and 
Municipalities” 

Chart 1: Establishment of the Great Hanshin-Awaji 
Earthquake Disaster Recovery and Reconstruction Fund 

Local 
 government 

bond 

Ensure 
 resource 

Private 
foundation 

Projects by 
its interest 

money 

Approval by the 
national government 

Interest payment (mainly) 
by allocation tax grant 

No margin nor 
charge for banking 
institutions 

Cooperation from 
bank institution 

＋ 

＋ 



voluntary basis after the disaster. They provided residents with assistance from a professional 

point of view. They played the role of a bridge between community and the government. Such 

assistance was useful in rebuilding communities on a residents-oriented basis. The fund provided 

subsidies that allowed communities to hire experts, conduct meetings and meet administrative 

expenses. 

 

4-2. Livelihood recovery  

Care for vulnerable people, including the aged and disabled, was especially important in 

the aftermath of the disaster. Some measures were taken by the fund to prevent the isolation of 

such people. When the local governments built public housing, they also created friendship 

centers or community plazas that allowed affected victims to interact with each other. While the 

governments directly invested resources to care for vulnerable people, they also provided support 

groups with subsidies in order to strengthen the mutual aid provided. The governments also 

provided subsidies for rebuilding small workplace that employed disabled people.   

New types of health and medical care service was developed by the fund. The expenses 

were covered for medical doctor or nurse to take care of residents at community plazas. 

Psychological care was featured, and the operation cost of its temporary center was covered by 

the fund. Health advisors were dispatched to temporary and public housing spaces to implement 

health checkups or provide counseling.  

The fund also supported NGO/NPO and volunteer activities to provide further support to 

victims. Since these activities were promoted on a voluntary basis, it was not easy to continue 

these activities without any subsidies. The fund provided resources for activities and office 

operations, which boosted care activities for the elderly and the disabled in public housing.  

The prefecture government also established and promoted the “Citizens’ Network to 

Support Livelihood Recovery” among volunteer groups, supporting organizations, businesses, 

and citizens. The members of this network cooperated with the government, right from the 

planning stage. Unique projects were developed to build strong connections with the victims. 

 

4-3. Industrial regeneration 

Government financial institutions and the local governments also provided special loans at 

low rates of interest for affected businesses. However, even such interest rates proved a big burden 

for them. Hence, the fund subsidized interest payments for more than 10 years.    

The local governments also tried to invite new businesses to the region by exempting them 

from local taxes. Since this was not enough to attract new businesses, the fund provided subsidies 

for rental fees and surveying costs. It also offered shop owners some assistance. Although it was 

difficult to provide direct subsidies, the local governments provided them for creating joint stores 

or facilities like arcades, for reforming vacant spaces into galleries to invite more clients, and so 

on. These measures were indispensable for revitalizing the local economy.  

Further, the local governments provided support to ensure increased employment. The fund 

provided employers with subsidies to freshly hire or to not fire affected staff members. In addition, 

people were given opportunities by the fund to develop their competency, share information, and 

get counseling.    

 

4-4. Education / Culture recovery 

The local governments supported the reconstruction of private schools, whose buildings 



had been devastated. While the schools borrowed financial resources from the Japan Private 

School Promotion Foundation, their interest subsidies were covered by the fund. The costs for 

temporary buildings were also subsidized.  

Many foreign schools were also affected. Their status was different from that of Japan’s 

private schools and they could not receive sufficient subsidies as compared to the latter. Hence, 

the local governments provided half of the reconstruction costs through the fund. 

Culture activities were also important to provide encouragement to affected victims. 

Although many artists lost resources and opportunities due to the disaster, they were eager to 

resume their activities. The local governments provided subsidies for their activities. Further, 

owners of private heritages, which were not covered by normal public support, also received 

subsidies through the fund. 

       

4-5. Transmissions of the lessons Learnt  

Disasters do not occur often. Hence, the lessons learnt in any disaster should be transmitted 

to future generations or to other areas, in order to contribute to the building of a disaster resilient 

society. In the current case, memorial events have been held at both government and citizens’ 

levels by using resources provided by the fund.  

Further, several other disasters have occurred all over Japan in the years since the Hanshin-

Awaji Earthquake, including the Great East Japan Earthquake. Not only the local governments 

but also NGOs/NPOs and volunteers have provided support to areas affected by subsequent 

disasters. Such expenses have been covered by the fund. 

Table 2 provides an outline of some of the main projects, including their content and 

beneficiaries. 

 

 

Support field Project Main Content (subsidy and others) Beneficiary 

Housing 

Interest subsidies for 
rebuilding or purchasing a 
new house or a condominium 
unit 

・ Maximum interest rate: 1.0 -2.5 % for 5-10 
years 

・ Cost for research design: 200,000 JPY/house 
or unit  

・ Affected owners who 
availed of a special 
disaster loan  

Interest subsidies to repair 
shared space in 
condominiums  

・ Maximum interest rate: 1.0 -2.5 % for 5-10 
years 

・ Affected condominium 
owners’ associations  

Subsidies for building semi-
public condominiums  

・ Maximum interest rate: 0.5 -1.15 % for 5-10 
years 

・ Cost for research design: 200,000 JPY/unit 
・ Decreased rental fees 

・ Private condominium 
owners constructing 
rental homes 

Subsidies for community 
development 

・ Subsidies for recruiting advisor: 50,000 
JPY/person 

・ Subsidies for ercruiting consultant: 1.5 million 
JPY  

・ Subsidies for community development 
activity: 3 million JPY to provide materials, 
rent meeting rooms, inspect advanced sites and 
operate community associations   

・ Affected communities 

Livelihood 

Subsidies for recruiting 
Senior Citizen Supporters 
(SCS) 

・ Expenses for hiring SCSs, establishing 
community stations in public housing, 
initiating support network meetings, and 
implementing care and supervision 

・ Senior citizens in public 
housing 

Establishing community 
plazas and operating 
“Citizens’ Network to 
Support Livelihood 
Recovery”  

・ Subsidies for establishing community plazas: 
20 – 40 million JPY 

・ Subsidies for operating community programs: 
200 thousand or 1 million JPY for 3 years 

・ Expenses for operating the network, hiring 
staff, promoting community businesses, and 
supporting evacuees returning to Hyogo  

・ Volunteers, 
NPOs/NGOs, affected 
citizens 

Table 2: Outline of some of the main support projects by the fund 



 

5. Significance and Characteristics of the fund 

Thus far, I analyzed the framework of the fund and the projects supported. From these, the 

following five significant characteristics of the fund emerge: 

 

5-1. The local governments created a new approach to housing and livelihood support 

The traditional idea of public support held by the national government could not be 

deployed for self-help by affected victims. Thus, the fund in response to the Hanshin-Awaji 

Earthquake established the foundation for the contemporary policy of supporting disaster victims. 

Housing and livelihood are especially important issues in the recovery of victims and the 

reconstruction of their lives. However, there were no systems and institutions available to support 

the loss of private property, privacy, and profit generating activities. Affected victims could not 

stand on their own feet, resulting in the likelihood that the areas they inhabited might fall into 

decayed.  

The fund supplemented such limits of public support. Although it was initially used only to 

provide interest subsidies in housing support, it led to further steps of support. Now the national 

government has instituted a Natural Disaster Victims Relief Law, in coordination with all 

prefecture governments, through which victims can receive 3 million JPY when their houses 

Medical counseling at 
community plazas / operating 
psychological centers 

・ Expenses for implementing medical 
counseling at community plazas and stationing 
nurses at community centers 

・ Expenses for operating psychological centers  

・ Affected victims and 
rescue staff suffering 
from PTSD 

Subsidies for supporting 
volunteer activities 

・ Subsidies for operational costs, office rental, 
capacity building, and activities for the aged, 
disabled and infants 

・ Subsidies for joint projects between local 
governments and NPOs 

・ Subsidies for programs providing 
encouragement to senior citizens in public 
housing  

・ Volunteers, 
NGOs/NPOs, affected 
citizens 

Industry  

Subsidies for disaster 
recovery loans 

・ Maximum interest rate: 2.5 % for 10 years, at 
a maximum of 20 million JPY 

・ Affected businesses 

Subsidies for inviting new 
businesses to the core base 
for promoting newly growth 
industries 

・ Subsidies for rental fees: 2 thousand 
JPY/month, at a maximum of 36 million JPY 

・ Subsidies for investigation costs: at a 
maximum of 1.5 million JPY   

・ Companies setting up 
new businesses in core 
base 

Subsidies for employing 
affected people 

・ Subsidies to companies newly hiring affected 
people: 500 thousand JPY/person 

・ Subsidies for maintaining employment: 1/8 or 
1/9 of the cost 

・ Affected people  

Education / 
Culture 

Subsidies to affected foreign 
schools and private training 
schools 

・ Subsidies for reconstruction costs: 1/2 of the 
cost for temporary and permanent buildings, 
land and facilities  

・ Affected foreign schools 
and private training 
schools 

Subsidies for cultural 
activities  

・ Subsidies for venue rental fees or printing 
costs: 1/2 of the total cost, at a maximum of 
500 JPY  

・ Groups or individuals 
continuously 
implementing cultural 
activities at affected sites 

Subsidies for repairing / 
rebuilding private cultural 
property 

・ Subsidies for repairing or rebuilding 
designated cultural property 

・ Owners of cultural 
property 

Transmission 
of the lessons 
learnt 

Subsidies for memorial 
events 

・ Subsidies for memorial events   ・ Event organizers 

Subsidies for transmission 
events 

・ Subsidies for developing disaster education 
・ Subsidies for disseminating lessons 
・ Subsidies for dispatching community 

development experts 
・ Subsidies for activating community disaster 

management groups 

・ Disaster education 
associations (board of 
education, universities 
and schools) 

・ NGOs/NPOs 
・ Consultants and 

advisory groups 
・ Community disaster 

management groups 



collapse in a disaster. In addition, some local governments also provide their own subsidies in the 

aftermath of a disaster. 

 

5-2. The fund has promoted self-help and mutual support 

Following the Hanshin-Awaji Earthquake, some volunteers created NGOs/NPOs, while 

experts provided support for redeveloping victims’ communities. Such activities were different 

from public ones which followed a conventionally top-down and formal approach. On the 

contrary, these initiatives followed a bottom-up approach, where volunteers connected closely 

with the affected victims and developed rapid and flexible activities.       

However, most activities were conducted on a non-profit basis. Since their costs were 

covered by supporters themselves, the concern of whether these activities could be sustained arose. 

The fund was used to provide subsidies to self-help and mutual support activities, which 

encouraged their continuance. 

 

5-3. The fund provided a new trial leading to public support in the following years 

The housing support described above became a trigger for the establishment of a new legal 

system for recovery and reconstruction. Support to NGOs/NPOs was incorporated into the 

framework of public support (=Comprehensive Grant for Supporting Victims) following the Great 

East Japan Earthquake.  

In the economic field, the local governments proposed an “Enterprise Zone Project”, 

through which tax exemption, deregulation for land use, and financial assistance was adopted. 

Since the national government did not accept the proposal, the local governments only launched 

local tax exemptions through their normal budget and additional measures through the fund at 

their discretion. However, following the East Japan Earthquake, the national government 

designated special zones to provide such special support. Interest subsidies to affected business 

operators have been evolved as a direct subsidy measure. 

 

5-4. The fund was managed by a private organization        

Following the Hanshin-Awaji Earthquake, the local governments created a different system 

from government budgeting to distinguish fund projects from the normal government ones. 

Accordingly, the government was able to implement in-depth, prompt, flexible support, by 

removing fund projects from the formal, time-consuming processes of the government. Boards 

 

 of Directors (not assembly) were created whenever they were deemed necessary. Fund 

projects could be instituted or abolished quickly, based on the needs of the affected victims. 

 

5-5. The fund proved a useful tool for promoting local governance  

National government projects tend to be standardized all over Japan, from the point of view 

of equality. On the contrary, local governments can focus on affected areas to provide special 

support to victims based on their needs. They initiated recovery and reconstruction projects 

through the fund at their discretion. The support to housing reconstruction and the concept of 

Enterprise Zone was one such case. Similarly, the local governments created subsidies for self-

help of victims through the fund. Although the national government instituted the Natural Disaster 

Victims Relief Law in 1998, it did not provide such concessions to the victims of the Hanshin-

Awaji Earthquake. Instead, the local government created subsidies for this purpose, to 



 

 
 

complement the law through the fund. 

 

6.  Conclusions  

Chart 3 shows the significance of the disaster recovery and reconstruction fund of the 1995 

Great Hanshin Awaji Earthquake. It can be concluded that the fund was a useful tool for 

implementing a bottom-up approach by the affected local government. The local government was 

able to be the main actor in the “Build Back Better” stage. The following are the lessons that can 

be learnt in the use of that fund, which should be handed down to affected areas facing such 

disasters in the future: 

1) Affected local governments can establish their own systems for recovery and reconstruction, 

even if the national government is not sufficiently prepared for solving key problems. 

2) Local governments are more approachable and flexible in coping with the various needs of 

each victim on site. 

3) Recovery and reconstruction are a matter of local governance by which not only local 

governments, but also supporters and citizens can cooperate through self-help, mutual and 

public support.  

Recovery and reconstruction funds have been established in the aftermath of big disasters in 

Japan. However, this system still functions on ad hoc basis and is not sufficiently regulated by 

law. Hence, there is a need to institutionalize the system to prepare for huge disasters, to provide 

help to affected victims on a local basis. I would like to continue my study further to solve these 

issues. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notes  

(1) Unlike the case of Hanshin-Awaji, the national government provided grants (because the bank rate was 

too low to launch the projects).  

(2) In Unzen, 9 billion JPY was provided from public donation, out of the total budget with 109 billion 

JPY. In Okushiri, the whole budget with 9 billion JPY was provided from public donation.    

(3) The Sakura Bank, Limited (the presently the Sumitomo Mitsui Bank) has become the lead manager of 

 

B. Support  
a) Housing reconstruction 
b) Livelihood recovery 
c) Industry regeneration 
d) Culture/education recovery 
e) Transmission of the lessons 

learnt 

A. New Framework  
a) In-depth public support to support affected 

victims  
b) Financial resource transfer into private 

agency 
c) Different use from normal budget 

+ 

C. Significance & Characteristics  
a) New approach to housing and livelihood 

support by local government 
b) Promote self-help and mutual support 
c) New trial leading to public support in the 

following years  
d) Management by private organization 
e) Useful tool to promote local governance 

D. Conclusion  
The fund is a useful tool to 

implement a bottom-up approach by 
affected local government. 

+ 

Chart 2: Significance of Disaster Recovery and Reconstruction Fund of the 1995 Great 
Hanshin Awaji Earthquake    



syndicate. A total of 14 banks received prefecture and city bonds to lend financial resources.  

(4) It was increased to 880 billion JPY in1997. Further, Hyogo Prefecture and Kobe Municipality 

governments prepared another 20 billion JPY as permanent property of the foundation, apart from its 

operational assets.   
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