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Abstract

A Study on the Relationship between Fiscal Decentralization
and Productive Efficiency in Korea

Choi, Jeong Yeol

This study analyzes the relationship between fiscal decentralization and productive efficiency of
16 local governments in Korea. To achieve this, DEA is employed for measuring the productive
efficiency of 16 local governments, and panel data is used to estimate the three different models
using two different indices(decentralization in revenue and expenditure) of the degree of fiscal
decentralization. Analysis shows that the fiscal decentralization in revenue has a positive effect in
productive efficiency, whereas the fiscal decentralization in expenditure has a negative effect in
productive efficiency. This implies that the belief of fiscal decentralization is not always right or
always wrong, but another way should be reconsidered. And these conflicting results tell us that
local government budgets need to be expanded by using independent revenue, not transfer

revenue.

Key Words: fiscal decentralization, productive efficiency, super efficiency, DEA window



