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L ocal Government Budgetary Decision-M aking and Adaptationsto Fiscal Stress

Ssu-Ming Chang

Abstract

Government budgeting is quite sensitive to changes in the environment. This
paper is mainly concerned with how changes in the fiscal conditions affect the
budgetary decision-making and adaptations for local governments. Taipei Municipal
Government has been chosen for case study since its fiscal conditions have getting
worse during recent years. Capitalizing on the perspectives of macro/micro
budgetary adaptations from Allen Schick, this research attempts to explore the
following important issues: major characteristics of the budget preparation process
under fiscal stress, macro/micro budgetary adaptations to fiscal stress for local
governments, changes in the budget strategy for each department head, and major
differences in budget outcomes due to the presence of fiscal pressures. Severd
gualitative approaches, such as the literature review, annual budget data analysis and
in-depth interview, are used to answer the above questions.

The findings suggest that the top-down process for general budget preparation is
increasingly important under fiscal stress. However, the budget alocations and
decision-making till follow the lead of incrementalism, only with an opposite
direction of decremental budgeting. On the micro-budgetary adaptation side, Taipel
Municipa Government has adopted mixed strategies to cope with the continuing
fiscal stress. Similar to the measure used in OECD countries, the Municipal
Government has avoided deep cuts at a time. Additionally, its cutback decisions
tend to emphasize the equity principle and, most often, engage in across-the-board
cuts, with fairly little consideration on the efficiency and effectiveness. Finadly,
most department heads rely heavily upon the defensive strategies in dealing with the
uncertainties from budget environment.

Key words: fiscal stress, budgetary decision-making, budgetary adaptations, budget
behavior, general revenue sharing
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