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Analysis in Fiscal Efficiency of Taiwan Local Governments:
2007-2017

Chia-Hsuan Chang® Ling-Chun Hung’

Abstract

Fiscal deficit has been a problem that Taiwan local governments face today. How to spend
money on right places, which means spend money efficiently, is a question and a kind of
performance of the governments’ operation. However, what is “efficiency of budget using”?
How to define it? Do our local governments use their budgets efficiently? To answer these
questions, this article first tries to analyze the fiscal efficiency of 20 local governments in Taiwan
from 2007 to 2017 and find factors affecting the fiscal efficiency. Our main research methods are
DEA-BCC model, Malmquist Index Analysis, and Tobit regression. Our results show that:
Firstly, in general, at least half Taiwan local governments have achieved fiscal efficiency.
Secondly, most local governments can improve fiscal efficiency through increasing their outputs
of fiscal, educational, other economic services, social assistance and welfare, and medical
expenditure. Thirdly, on average, fiscal efficiency of local governments would be affected by
political, economic, and environmental factors. In conclusion, we also give some suggestions to
the future operation in fiscal budget and some advice for future research based on the above
results.

Key words: Local governments, Fiscal efficiency, Data envelopment analysis, Tobit regression.
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