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Fiscal Structures and Economic Growth at the

Local Level in Taiwan'

Shu-Jung Chang Lee” and Hsiao-Lan Liu’

Abstract

The endogenous growth theory was applied to build the empirical model. Using the
panel data from 1990 to 2004, 23 counties and municipalities test how local finance and
fiscal decentralization to influence the local economic growth. We concluded that 1. If
we consider the finance come from, the local public spending didn’t have positive effect
on local economic growth. But the local government expenditure will influence on local
economic growth. 2. Real estate tax and land price tax have vital negative effect on local
economic growth, incremental land price tax, other local tax and central government
subsidy have relatively little negative effect. 3. After the fiscal decentralization in 1999,
local financial structural and fiscal decentralization have negative consequences on local

economic development.
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