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THRIBRRICI T AT & TR
Delegation in the Budget Process

FH A+(Kimiko Terai)
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T—Vxy MIEREBIEIC L > TRRRTEEZED, ZOX I RET DI ORRE AL
HEREOFICET L, PEBBEOBIEICL > THMEHEZEE TX 52008 9 i
Do

Abstract

Based on Terai and Glazer (2013), entities choosing the amount of budgets are
considered as principals, whereas entities delegated the allocation of budgets among
policies are considered as agents; here, the principal-agent problem in the budgeting
process is examined. First, even with perfect information, the budget size in equilibrium
may become larger or smaller than the first-best level. When there is asymmetric
information, agents get a larger budget through manipulation of information. This
study also applies the results of this model analysis to the case of public works costs,
exploring whether it is possible to restore fiscal discipline through a revision of the

budget process.
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