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Abstract: In recent years, fiscal decentralization has been advocated world
wide. While fiscal decentralization has many reasons for being adopted
around the world, the common motive is that fiscal decentralization is
considered to have the potential to improve the performance of the public
sector. However, recent studies argue that the convential wisdom may remain
true in developed countries, but it is not the case in developing countries. The
hold that the conventional argument that decentralized provision of public
goods will increase efficiency in resource allocation may not be applicable in
developing countries. This study wants to prove that argument by pool data
in Indonesia (2002-2005).
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