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The main results of this research project are as follows: (a) Municipal
mayors tended to win elections through weakening their own local public finances, especially in the
recession of 1980-2004. This implies that voters are less motivated to hold back on worsening local
finances. (b) It has been demonstrated that labor unions of civil servants succeeded to reject or
mitigate the wage reduction requested by the central government. This implies that the mayors and
local council members cannot ignore the pressures from local interest groups. Local government
officials who are unable to ignore the interests of voters and civil servants are willing to
sacrifice the local fiscal situation to satisfy voters and civil servants preferring higher
expenditures regardless of fiscal impact.

I doubt whether it is wise to delegate authority to local governments with such tendencies. We
should understand the public effect on local government more carefully.
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