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[Abstract]

This paper affenpis fo disclose the role of local public expepditures and
provide authorities with measures fo ephance performances. For efficient works,
the research corfines the scope of analysis on 72 medium sized cifies. The
resegrch also handles only some erifical expenditires appeared on the cify
budgets. To inwestigate the role of local public expendifures, the report erployees
8 roapr whan indicators which are supposed fo effectively represert the quality
of life for each city.

The issue beng analysed in this paper fargefs (0 complement the expendifure
deterrminant  theory which is aiming af estimating the size of government
expenditres and the factors of defermining the size The malysis of the role of
expenditures afterrpls to esfimate the performance of povernment works. We may
call if the expenditure effect theory which is relafively less highlighted both by
scholars and professionals.

The research investigates various models and esfimation methods 0 rigorously
estimate the effect of local public. expendifures. The basic features of performance
indicators ufilized in the process indwee a form of simulfanequs equations system
for models. The report therefore fests various estimation methods such as OLS,
251§, LML, FIML, 35L5, SUR.

The resuis of estimation show that expenditures for welfare, economic
deseloprent, regional deseloprment, and education appear positive in sorme exfent
Howewer, expendifwes for frapsporfation, hygiere seem fo be staistically
insignificant. n sum the resulf indicates that the role of local public expendifures
is limited.



There could be some reasons for the estimation results. First, it may stem from
the fact that the personnel cost in the public sector is relatively so high that the
financial input may not reach the point as expected. Second, the dafa wiilized in
the model may mot exactly represent the performances sincs the existing budget
systern fals o conrect expendifure budget apd corresponding performances.
Finally, we may doubt the analyfical methods employed in the report.

With regard to the first issue, there might be only one measure fo correct if.
They should be more competent through confinuing restruchuring process as done
in private secfor. Methodological deficiency could be well swpplemented with
following research. Therefore, the report suggests that they should make efforts fo
establish & systern in which tudget and performance are effectively comected.
The local govertments need to follow sirafegic approaches for effective
expenditures and infroduee performance-based tudget systern. They also need o
rely on outsourcing if available. Finaly, they shoud infroduce double enfry
booking system for more effecive recording of government fipancial acfivifies.
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