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The Political Logic behind Taiwan’s Distribution
Tax System

Jo-Yu Wu

Abstract

This paper explores the political logic behind Taiwan’s distribution tax system. As an
intergovernmental revenue sharing and redistribution system, this tax serves not only
as a financial resource, but also as a powerful tool in political struggles between each
level of government and between political parties. By amending or recalibrating this
tax, actors in the political arena can adjust the financial resources available for each
level of government and consolidate their ties with political allies. Furthermore,
politicians can shape the images of the constituents in different areas regarding who
benefits them the most, thereby altering their approval ratings. Besides the theoretical
aspects, this work contains an empirical study of the amendments initiated in 2002 by
then Taipei City Mayor, Ma Ying-jeou, showing how the political logic behind

Taiwan’s distribution tax system actually functions.
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