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Abstract

The lack of local financial resources and the high dependence on
subsidies from the central government have been long-standing
problems in Taiwan’s local self-governance system. This paper
discusses the concept of local taxation and its related requirements
and restrictions in the Taiwanese context. The system of local self-
governance has emerged based on the principle of local self-
governance and self-responsibility and further developed into
territorial, employee, organizational, financial, and legislative
supremacy.

However, under the current constitutional framework, localities
have been heavily deprived of their financial and legislative powers.
Furthermore, due to the fiscal revenue and expenditure division
method, most of the tax revenues is allocated to the central
government, and only a small amount of tax revenues is allocated to
municipalities, counties (cities), and townships (towns and cities).
However, this allocation involves both vertical and horizontal
inequality among the local governments because the municipalities
receive the highest share, while the counties and towns only receive a
small share. This uneven distribution in our country is even more
obvious when it is compared to the ratio of tax revenue allocation
between the federal government and the states of Germany.
Therefore, this paper suggests that the central government abandon
excessive restrictions on the legislative power of local taxation by the
local governments and that tax revenues be reasonably shared

between the central government and local governments.



[E = Mre s ALK e A BEG R A 25

When dealing with the issue of local taxation, the term local
taxation must first be clearly defined. From the public-law
perspective, a local tax is a non-reciprocal monetary benefit that a
local self-governing body levies within its administrative area
primarily for revenue purposes, and the local self-governing body
enjoys the revenue from this monetary benefit. Local taxes must meet
the following requirements: First, they must be territorial in nature;
second, they must not be similar to the central government’s taxes in
nature (to avoid duplication of taxation); and third, they must be
levied by local self-governing bodies who will enjoy their benefits.
The most common types of local taxes include property taxes,
consumption taxes, and short-term taxes, but a few income tax-related
taxes also exist. A comparison with the restrictions on local taxes
imposed by the basic law of Germany at the constitutional level
clearly depicts the many inadequacies in the protection of the interest
(i.e., control over the fair share of local taxes) of the local

government in our country.

Keywords : local taxation, fiscal balance, Act Governing the
Allocation of Government Revenues and Expenditures,
Act Governing Local Tax Regulations
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