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Fiscal inefficiency and moral hazard of local government
- With a focus on unused budget and local Subsidies -
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ABSTRACT

Previous studies analyzing the causes and consequences of inefficient fiscal management have
mainly focused on the politics of the budget process and fiscal prudence, often overlooking the
relationship between inefficiency in budget execution and moral hazard, which represents inefficient
fiscal management.

This study aims to examine the relationship between inefficient fiscal management and moral
hazard at the local government level, focusing on unused budget and local subsidies. It does so by
collecting financial statements from local governments across the country spanning from 2017 to
2021. The increase in unused budget at the local government level can be attributed to the expansion
of local governments' authority and fiscal size, which has not been met with corresponding efficient
and responsible expenditure.

Local subsidies have the positive aspect of leveraging private sector capabilities to improve
business performance, but they also have a negative impact on local government integrity by leading
to unproductive appropriation structures, such as unreasonable budgeting and the expansion of
expenses.

Budget wastage, including excessive unused budget and increased local subsidies, has been cited as
a cause of corruption and moral hazard for many years. Therefore, for efficient resource allocation, it
is essential to ensure rigor in budget formulation and budget deliberation, improve the financial
expenditure structure during the budget execution stage, and maintain objectivity in the budget
settlement stage.
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1) "= 9] ZAF(CRS)E AAAYEIA A vl= BA7ZF AgHoe AFEE 7Fsio] doH
‘HE oy ‘zeaZgeld e 7Hs4de AV vl JtCongress Research Service. (2022)
Where Is the U.S. Economy Headed: Soft Landing, Hard Landing, or Stagflation?).
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4) Fxd4k 712 2018\ ©F 3929, 20201 oF 479, 2022\ ©F MAZJ(FAHJAH, 2022)
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‘B&A(efficiency)’ & TR Zgoll A ARRE, Uubd oz 2tds HUg a3z|ow
Zgate] dehe AAE GHske T8, FY tiHl A= WAIE sekeke A4S or)ditt
(Fisher, 2007).
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ol Zlzoluh A oA At 820 s AMe=RE Bk A
24 8842 78 45 A= ?_]?} HI-E 23 e 3g AR I
e, 59 9 A 22 HE 7a 9 Fade] Zjo|2
18 23} 49 &A1& HrRItH Aparicio et. al. 2023). THeE, ]Eﬂi %*EH G (2020)
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Al FHBEHA & v 35 A2t &0 = AFE 5 glay, E8A £2007)E AL
o] EntEA| o]FojAA] 3k g FAHAHE AAE F ATkl S3ATE olHE - dEs
(2020)= YRHE o= B89 Hlgo] #A] Yehd BlaSH A 80] o]Folxl Ao
A ¢ dvkar AW, 3% A% mHo]l fFAEY, A gRIE e Zlo)7]
w 2ol BELA APA 8o FHAFE= Aol a}al—zlo}q._,_ FASIETE U Y(2008)
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Z= AF 719 Ao F2E7 AW, AT - s BAR APRESS A
Agel ZmEde Adlishs a/ler A8t ool Aotk A=, 2017; Ao,
2017a).
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AR SAZE M e 2ol wet o2 APGARAEA]|, Jel - A == i Bl ¢
sh= ARF e AR 5= 2SI olE Ads] flste] wishs HEET e 9
ATt & AERETS ALARGA 9} v AFE g oy dubzo s RITkE
-85, AR GA 7} F%é% T3 RbEAol HithEH glo] Aldshs Aol
T AkelAL, 2019; FEol - vhltl 2022).
REaS A 9k %’E*W AW 752 5H A TS| Ao A2
| 2 ted o Ath= 43 71%se] JARE HthFH glo Z]
APARAGA 7 AAW-E ATt dE Aoz 2 %?}E}{— SHolA =4
e ¢ Atk HITEo] AEES e A dite] sk Lol His) 7}%271
7¥skar low, Al A B Hd Teja el oles AR 2AR HlEEeH A
olgh= AZo] A=) SAeHEEA - #liFgol, 2016, AN, 2017a; BAE, 2017; ] ]
2019). 53] AdA7E gt Aol AAAGAde] Abole) =75 sl 1

Al 851 FEE 7 JATHA R, 2017h; 72 - 277, 2018).

FAEEEH ole AR AR, AREAR] A3ErE Sl &
TS el APEEAR] ik, 3 Tela apgrtel o|27)7kA] AR E
= WEE AT LA AL vidE] ok o]#A AR T He7t 87 olf= A
BZLX A 7 AAA - AAA G AEALS st weksHA] &95te] R|HFR 2=AAke] By
FH o BAF FEs] Bk 7] wiEe |t (I, 2015, FR, 2022).
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2 AR TS gHEke Ao Zo rzuh I S oulslgong oMl x|Zolglal
< ok wEbA oFA AERET FEVF AL ST, BT B
H}37} 5 Aol EAe wigk £8-07 <l ARl FHs F= 2 Zo] o]F
2)7] wjEo|| H|ELAH o7 AHo] £8F = )

M. =57 sfolo] Tt o
1. 25X sfjo[e] 7HE

T892 djo)(moral hazard)2h= 8o+ 1865 3] By E3ol|A HIZEE UK Pierret,
2019). =87 sloj= Idutdog WY S 2 2l s H=3 AEE AHowHn) A
AZ Fa2bs By Aldks Adste] BaS WA =3, O Ay dAlo]¢o] gHARIER
o RolA|tgtE A& 3HA Ak olg WHAA =YH o] AREH HE-L BT
7} BHF AFEEA (deadweight loss)®olgkal & 4= THMarshall, 1976). BlmA o)
o]Fozl AFE Asy SyH, B934 sfole S Hds sk digd EAE
&3 Becker and Stigler(1974)2] 9725H 11 S-S 44T 4 ok &, U2 &
AZ QA =94 sfol& g Al e @AIVE OE Algely GAIE thilste] A5y A2
As Y o sk YA ZAE YRt ol#dk Aol A digjQl #Aile] F
oy} AAel tigt Y-S 7)A] ZAY, TES = flo] ded Jleido] Zolkith &
3] AR FH-do] Al AgHE ofgate] R E A, A4l o]o)s 7 o A
A Aol dojA =87 sjjo|7} WAL = ok

Ghosal and Miller (2002)= =94 3jjo]e] ¥l FAFAe] /<21 Az 5717}t
DAsHA] a1, FAFAAIE B AlCke Bl d7] A @2 & BAdo] FolAE
o 7] wiEolglal kATE 3], Alam(2022) 35733 JMAEL] 7%, oA 2
A AR He 497 EEojA IR FFEAE o] &4l AFACE k=
HA] 7] wiZel =94 dfo] A= 338 AMAE AtelelA b A Ayt g
ol ghoh e WetoA, S 58-97] olF TAlEEH dHst] AR =94 3jo]
FAZF A 7= =, Barro(1998)+ 7 AlE-8(bail out)o] =7F FE5 2T A7} U&=
ol BEVE FAFAEA AAAZREH WY =& F2EsHA AR 7ol 7] W

Rolahi s,

8) AFEUE Aol AHOR BEHA ¢S w WYSHE SUL ojulsie], AduR] MELHS 1}
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SHA, AR FFolMes EYF dolg = w, ‘AAdd4HAIKthe soft budget
constraints) A& wEg + Qo AAH9% Zﬂ‘”«F(the soft budget constraints)-<

oZi

Kornai(1986)7F A& ARgstde=t], ARE A=A e WA= AYzbste] A7
AAHAD AX7} QEo|A o|EHo)a 7|F]Fo)Z] P& Ho]‘: A& om|gtt oA Eat
A, A Aok S s A= A|So] o] FolAH s FEFE S AR A
o] 7Fs%t “elil(Kornai, 1986), A8 1717F ulgt= ZAtel| ik 11574 7Fs/del o]
A kel = Al (Eggleston and Shen, 2011)E jm|glch E51] - 717)(2022)E <A
AiHAloF T2 Qs AHA R AQIAo] ofshE ASE AlYH AlE SHoE FiEs
ROyt MY SHolAe] AdeitAck AR AAe} dgkelr] o A F7 Ast =
FTARFERE A2 oldAYS B3 A AsiHe AYEFe PEHE v,
1% SHAA ] AZAIA S AWFFT 2227} Fashe 38 AHI2=9] HIE-S A

AA8kA] Fskal, AR A& 7Fsd ML E dolhe A=3 AE 77 FHIE
oJm) K Oates, 20050 360). &2 #tolA, AAE 2](2023)= Aol A 2] Hl &2
A 82 APAA A 2] A|7Fe] B dukAjol o5 =94 slo]r} wAgal 4]
sHAA, A AW = QA vlaso] WYsEE AR g Al Hek
A HEES Aojehes =8 § o] FolAof gtkal F4etal itk
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2. HEEX Md 280 =59 §f02] &7

PRS- TFT(2022) A4S FRIY FQ0f| Bl= AR 2E AlEskal, AR
TUH A2 B Agolgtar AshaA, aEAl AN &8-S TR Al
H oike WHlshs ZA7F AT F8kaTE 13 o] g2013) = A
Ao g AesHA HH, oA Fehs = ok Gulrt dAE 4 oka A
A @HlE oE offe}l dAIgle]l A -89 HIaEA FHE FEdhe Aokl skt
webA] B EEZQl A -8 ¢4t @Hle] YRlo] H=t, Bandiera et al.(2009: 1279)+=

= AR o]o& FFsh= HF4 dHl(active waste) BT ofUE} ) gl A
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9) olEst P o] EF(flypaper effect)Z ©|oiFIT} o] G5 o] AFoNA =& AL o}
Uy #30o] 53, 7IZHREeld FFREEeldd gl ARE FE v e Age] A& HEE
E(money sticks where it hits) B4 YR Ao 2 AMFEZASE AR +£FS Jo| A Ax
ZIAFGE DAY T= BE Yugch(Fisher, 1982, Wyckoff, 1991).
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