FORL B 5 S 23 N—f e S Ry

Policy Instruments and Public Spending for Local Governments: Empirical
Studies of Taiwanese Municipalities

Hoow st M T A2
Pei-Ling Shan Ya-Hui Chen

&

Btk L IR AR S R R dE B e s KRR FARRTE C A D 2
BT R E LG R MBI A SR e R 20 BRAT R B ZOOOL;L 2012
ﬁLlEftjk;{ HEFFHEAIT HREZRD R 2 MR T2 OB FH#ES
FIREP D FEURG MR P ERIE L DTGP FHR T A r?#fw%ﬁ a3
o AP RL MR FERELARE > 5 Ak b 11}4:}"1—). VIS 3
il = —\iii‘*\;_, - SE TR VA S 1 %mé','llg%lg AR E RIS RE Y
oy Fp D LR S i a R A N U FE R S ERE R R F Ao R F R
I%ER? dk?%niéfiﬁpﬁp%\ﬂa;,@ie&’F#ﬁ#gfﬁéﬁw’za‘;féﬁéi’EPT%éH%JiKT#R%'J

M4EI 0 22 L0 e S O  Fs R F R

Abstract

The amount of public spending of local governments, tend to have a close relationship
with the source of budget revenues, debt balance, total output and partisan political factors of
local governments. This study focuses on the panel data of 20 local governments in Taiwan,
from 2000 to 2012, testing the different revenue sources’ impact of public spending. The
empirical results find that taxes as local governments' revenue resources, it easily leads to the
expansion of public spending and exists a "fiscal illusion” phenomenon. Central grants as
financial resources, it leads to excessive expenditure and flypaper effect. Local governments
often raise funds by bond financing, but if not control well, it will result in debt on debt, and
the deterioration of financial situation gets more serious. It also reflects that the increase of
Taiwan's local governments' spending is indeed followed by the year of local elections,
existing a political business cycle phenomenon. Based on empirical results, this paper
provides some appropriate policy recommendations to local governments as a reference for
planning public expenditure policies.
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|32 48 & %% 0 2000—2012 #
> (2) 2 (3

) ;¢ (4) ;¢ (5)
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