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Abstract -

Regional financial strategy has been considered a crucial point by scholars and
governmental authorities to improve the finance policy nation-wide. Research efforts and
recommendations had been given and implemented recently to solve the problem of
financial disproportion between central and local government, however, no prominent
results were found yet. The discrepancy is reflected by a long-term phenomenon that the
resources and authorization released by central government did not meet the expectation of
local governments. In response to this argument, several finance reforms were carried out
for better solutions, and yet everything remains the same. The purpose of this study is to
seek for the major factors that cause the disproportion and provide suggestions to solve the
problem.

Due to the shortage, disproportion, and ineffectiveness of resource control from
central government, the local governments are limited extremely as they work on the
financial problems. The present study focuses on analysis of the problems found in
the previous reforms. It also provides recommendations for improvement. Based on
the belief of “sharing and extending resources,” this study is grounded in the theory of
“new public management” and intergovernmental relation approach to examine funds,
tax incomes, administration, and public and private cooperation that effect
governmental finance. In addition, issues such as politics, autonomy, human rights,
and fiscal discipline, are addressed to provide a comprehensive strategy to improve

the financial development.
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