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ABSTRACT

The main purpose of this study is to investigate whether there exists systematic
budgetary variances (as measured by the budgeted amount minus actual amount) for
local governments in Taiwan. Using data of 309 city governments in Taiwan during
the 1997-1998 period, the study showed that the governments systematically
overestimated their budgetary revenues and expenditure, consistent with fiscal

conservatism induced by the balanced budget requirement.

However, the study finds a systematic downward bias regarding capital
expenditures for Taiwan local governments. The behavior may be because that local
governments tend to have insufficient financial resources to satisfy the need of public
work of their citizens. To obtain more subsidies from upper governments, they may
underestimate the budget of capital project; then, upper governments will be forced to

make up the shortfall when the construction is partially done.

Keywords: Government Budgeting, municipal budgeting, budget variances, budget

manipulation
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