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Abstract

Since the launch of Taiwan lotto in January 2002, the accumulated surplus of lottery has

exceeded 117.8 billion NT dollars at the end of 2006. According to the law, 50% of lotto

surplus are earmarked for the use in local social welfare expenditure. However, the public casts 

the doubt on whether the local governments will follow the regulation or substitute the lottery

surplus for desired local social welfare budget. The purpose of this study is to employ a panel

data model to examine whether the distribution of lottery surplus will crowd out the desired

local social welfare expenditure. Two methods are considered. In method one, the dummy

variable of issuing lotto is included in regression model. The results show the distribution of

lottery surplus crowded out the desired local social welfare expenditure no matter which the 

dependent variables of net real social welfare per capita or the net real social welfare ratio were

considered. In method two, we construct an estimation model based on the 1985~2001data and 

use this model to estimate the desired expenditures during 2002~2005. The results also show 

the fungibility effects based on both the considered dependent variables. Nevertheless, the

magnitudes of these effects became smaller year by year.

Keywords: local social welfare expenditure, lottery surplus, fungibility effect, panel data 

model.
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483

SWPC ( ) 2,172 1,912 10,974 147

SWIFE 0.089 0.035 0.24 0.02

1−tSWPC
( )

2,030 1,887 10,974 147

1−tSWIFE 0.087 0.035 0.24 0.02

FRPC ( ) 22,275 14,063 76,700 3,349

ORIFR 0.556 0.149 0.99 0.17

FRPC ( ) 187,292 87,462 445,117 39,919

GRPC ( ) 8,200 7,409 56,960 0

UMEM 0.027 0.013 0.055 0.007

ANC 0.0816 0.0229 0.15 0.04

Party
1= ,0=

0.4389 0.4968 1 0

Health
1= ,0=

0.5238 0.5 1 0

Lott
1= ,0=

0.1905 0.3931 1 0

1. 2001 GDP
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( ) (%)

1984-2001 2002-2005 1984-2005 1984-2001 2002-2005 1984-2005

5,519 6,802 7,336 5,752 5,850 13.04 13.03 14.06 13.04 13.23

2,909 4,266 4,746 3,156 3,243 10.74 8.29 9.24 10.29 10.47

1,140 1,216 1,619 1,154 1,227 8.90 6.17 8.17 8.41 8.77

1,336 2,294 2,844 1,510 1,610 7.43 6.33 7.81 7.23 7.50

1,177 1,199 1,653 1,181 1,264 8.38 5.35 7.41 7.83 8.20

2,752 5,938 6,521 3,331 3,437 11.77 16.66 18.30 12.66 12.96

1,654 2,694 3,039 1,843 1,906 8.60 8.00 9.02 8.49 8.68

1,442 1,802 2,103 1,508 1,562 8.73 7.66 8.93 8.53 8.76

739 1,687 2,057 911 979 6.09 8.03 9.78 6.44 6.76

3,680 3,127 3,522 3,580 3,651 12.11 8.70 9.87 11.49 11.70

1,224 2,784 3,205 1,508 1,584 7.20 9.80 11.27 7.67 7.94

1,715 4,014 4,457 2,133 2,213 7.97 12.35 13.73 8.76 9.01

1,423 2,476 2,878 1,615 1,688 8.57 9.40 10.92 8.72 9.00

1,366 1,935 2,342 1,469 1,543 9.08 8.17 9.89 8.91 9.22

1,222 2,477 2,891 1,450 1,526 7.57 9.12 10.66 7.85 8.13

2,202 4,767 5,381 2,668 2,780 8.40 10.52 11.87 8.79 9.03

2,002 3,888 4,431 2,345 2,444 9.40 9.57 10.89 9.43 9.68

3,589 8,605 9,491 4,501 4,662 7.83 11.78 12.99 8.55 8.77

2,593 3,896 4,465 2,830 2,933 12.62 10.10 11.59 12.17 12.44

1,252 3,039 3,712 1,577 1,699 7.27 8.10 9.84 7.42 7.74

1,116 1,359 1,785 1,160 1,238 6.48 5.30 6.93 6.27 6.56

1,600 1,767 2,204 1,631 1,710 11.71 5.46 6.82 10.57 10.82

1,240 807 1,306 1,161 1,252 7.74 2.76 4.48 6.83 7.15
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