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Analyzing the Causes of Fiscal Emergency in US Local Governments

¢ Focusing Network Text Analysis
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South Korea has a pretty sound ex ante fiscal emergency management and
regulations such as the mid—term financial planning, fiscal oversight system, and
early warning system but there is no ex post fiscal emergency system. This may
cause a serious problem mitigating or preventing for recurrence timely if our local
governments face a bankruptcy. Therefore we need to build an ex post fiscal
emergency system in terms of preparing to the situation of severe fiscal distress
or bankruptcy. This paper attempts to investigate what the fiscal emergency
conditions of US local governments have been occurred from the beginning of the
20th century to the early of the 21st century. This shows what the main causes
lead local governments’ bad fiscal situation with the historical context. Secondly, this
paper introduces an ex ante and ex post fiscal emergency system in America, mainly
states’ fiscal oversight system and federal bankruptcy code. Lastly, this paper tries
to analyze network centralities among the main causes in 26 reports to explain why
local governments face a fiscal emergency with micro level approach. In sum, the
fiscal emergency situations of US local governments have been influenced by both
internal and external factors such as population decline, bad investment, employees’
salaries and benefits, lawsuits, war, great depression, etc. And they have tried to
build diverse fiscal emergency systems to manage or mitigate the circumstances.
This indicates that we also need to build an ex post fiscal emergency system to

mitigate the situation and prevent recurrence in our future.

[] Keywords: Causes of Local Fiscal Emergency, Causes of Local Debt, Ex Ante
Fiscal Emergency System, Ex Post Fiscal Emergency System,
Bankruptcy Code
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A2 gAY AFRoAdd d5 AR g e Fee APA
A% 217173 &l 7 AREA 971 ArolA e A=A Hgto
o] Fag FAo|HE Ty
Abgt, EAEA)E 2
57} 8% 77te]l b2 9}
Ab 9 AR S BT 7l o Al F 16.3%29
of AFAL @ Fke] Fals 52424, EAEA71#HY FAle 4.4 o231 Yt
AR A o] A 9719 ol ARl EA| He S 2ARRIH <] AWH] vl (matching)
o HFo g APAAHA AL AT HE2] AR A o] thedet A
g3t oM ARR7INAIAE 2 FRIHEAIL B R E F7) SolA] LAe)
ol 7P Am, H-5E5A T A 9 A T AYeRIE B oz gt AEIY
BA9 F5& 20059 AME7IOH A, 20074 olF ALEE ANHA, Fe FFLFY
ARekE To] 9902 et Ao FAH I gith(HdHAA Y, 2013).
AF7HA A A71Ee s A EA 2 Ady AGAVIAABA 28 T g AsE
o] Z]i=o] G H L YA AP A ool X FE o] Qe &
A7F A71A] Fek 9471735 AHgde W AT or A o] flth(A8A, 2001:
784 9, 2014). whepa] AR EA <] A o] AlzHek
A7 o] & HEC] 71738 A 7S o] AT ks AESAIZ Havt k(o]
473, 20125 AAE, 2013). B B} ZEAQ AW T AW 7 24 2 e
AA A L AFEAS U E Bl A7 ol A FES A
WA GA A -G AT A AYdS SR}
A AR A 9] oAt 9] AMgle] A etst 9 A FAFES B
3t7] Ysle ARl AT o] & AT Wk A=SAT] = Aol AlFsit
B AP AR AFA71DA2 vla A Fe] A 917 DA 97 Al
£ o]&H g AEZ & n|FA Y] AF 71U E g 2E YES A B4S 843t
:

ey
o gfetstazt gtk & Y AkAle] Awaetd AA, v 1009 & 2H(1900-2013) ] A
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M =
(@)
e
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=

D OECD F& A= 20129 7% 24 & A vlgo] Bt 40.9%(23%0 65.1%, Nyt
54.6%, =L 48.6%, V= 45.6%, L& 42.8% )& Felvet 21.0%9] 28 H& FEolvk(st
oA, 2014).
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AR e R & Utk (AFA, 2010 2001 HEW, 2006: AFw 200
12, olggh & A8t AAAEA ] A7) delEe] #dE ATES LT
A S A FS7E SHOR ro] HES] Bodth A, AR SHdAA A
AR GA A 9719 AQlEe] #EE AFES T4 AR AlduiiRe] #4174 By
FTREZAR] O] AR FFS7HARA 9], 2014) oF AR TEA S A T dAEE

a o (= 2012), FAARIFAATE (2, FAE,
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2 AFAH(2010)2 A7 HEE A, A7, ARIitezr FEItn vk A erer
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AFE B9 A|&Z Q] B oJaja AT dAtor AYRSo] AlZste] Au|ag S T A
AL FEHoz & 5 gl ddelth. A Fet(fiscal bankruptey)& fruke]Al, L&A 712
E] 53 o] ~x= AT F glo] Fopy e AR QS AT FHrl gl Adeolth

Ny

r_{



01F RWEE HHAZIEE 24 olof YEYT 242 FHo2 2c£F
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AT 7 g ATE s en, EAStR QI3 ALS]ZIRiA| o] =8 ST} A
HrgaEe] AR Tk F8 9AYS HoFAT Riberio%t Jorge (2013)2 2%
2 ALAARA S e r ato] AFrEd Awete] #AE EA A AR A ¢
AFrEs 2H67] A At AR er ZAEsta s WWYh Zhengdt Ye
(2013)2 = AAAEA o] AFrE2 AAH B AN B 49 52 oA
PIALA el A B HEl APRRR A o] A e A2k dHAlel e A &
HAQ e 2 dFE EA] A At AlEse FA6lh Melly (2012)&
292 AAAGA S o2 AR T S7F LS EA A A He] =gk o] A
WA GA] AT S7Ee] g fQlo] d 4 &g s th. Bahl? Duncombe (1993)
o] A e MALEZ Ao #AE EA8t don, Fhset FFE (2013a:

2. 0j= XYEF| ME#7I

204171 21t Goodnow(1900)= A X (the expression of the will of state)<} 237
(the implementation of the will of state)°o] &&|¥ oA of &5 F3st ). o9 2
T AT 7)s B AR G Auts g X v=e AR AFHlE FolE
A Ed 1900958 vl=e] ARt Rrt A Gtk (usgovernmentspending.com).
20A17] ZRtelle AR FR5, AWA T AfFH]Eo] GDPHR| 20%7] w2 H] st
ATt} o] & FH R} A F-o A F7F 50%0let2 A= v AW R AT ¥
&9 Fo| A, AT A= 12 AAHA(1914-1918d) A% 45%¢l =238 &
3, 19209 Fke 35%= APt tF8(1929-1939d) o= <&l 70%, 183
A 22} A AW (1939-1947d) o] o]oAHA 122%¢°l ©o]2A] €t}

a#y AR AFE A} FAFAE Holx 1970d ol & 50%°]3 52 354
AE FABI7E ol A H(1981-19899) W 50%°1de2 tAl F7ksta W A7
(1985-1991) Fyrell= 70%¢°l Subettt, &2 FA1%F(2001-20094) 9] el ¢ke] A
A3t 2007-20099 A7 2171 (Recession) & 918+ #4158 (bailout) &2 Q18 2| F-1]&o]
Al 100%013 o2 71 A5 Hola it} o= Pl y 5o A& 9 FA7F 4 71™
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aFs frAlota IR SR A &A1 S7F FAIE Holx 9la A sk =7t =8
A FolE A EW 709 d Bt 500 A AWH T} At S E A TH).
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AR ez skglen, 1980 170, 1981 270 E Ao jd 71348 Bolvkrt 1987
d 20702 FAel o] 27tk 19909t FR7EA] wid 107 o)) AWAA A7} 3k E
T A E A (1991 1970, 1992 137, 19939 1170, 1994 167H). 1990t
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4 oju]e] shabHol W (the Nelson Act)o] 18984 ==l e} 19339 ol @7 & ot
Hol AlgE Al gt

4) $Evgtels i) v)=e A Re] deo A S8 (special districts) 7t ¥ (municipalities,
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i ghak 2T A A3 1980 o] F2 ST E AA g AT 9] = vl Bkt
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2at% 2270, e&gsnt 1270, Euivk 1170, debuiek 1170, ofztka 671, ElvlA] 670, &
o] 6709 w22 YEhta glon nAzte] 2013dER 7P 2ol
n) 5] A AR GA FA 9} 34kl Folo] vidh =oE s BH, AA v|5F
AZA71e T2 AT A71AA T ARl s 2eEo] ok =4, AGA7d o
g AFEA #ARA =Y AWaPH - dlF3 (the great depression)elghs A4 A% 9
7] &g Al oln| 7)ol Aek A TS ALFA R FA|SH] ek oA BAA
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F B2 dA] A BaAel dits BadeE sta o AE7e E71E AR R
o MY #Ze] AP E Blold A5 AFA7IE AAIs7] A2t A 529 A -
P45 (Department of Finance and Administration) 4FFe] 2173 #e]= (FMB:
Financial Management Bureau)< 337l 7H&E ¢t 10470 =A1E £33t 56870 A4
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Government Service)< 56671 TA19 2171 7H2E9] A= A - 53t 19904
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Office of Legislative Audits)7} 7} AW F-2] A7t AFEIAME AES T AW -9
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=44 olaﬂi 700 'd zte] 713tel] wlsl F o] st A Ab7F 22 B4 AL, 11

N 54 FAFAAAT AEAAGA 7F RS AA S sk e Zi% ?:} T 9t} o

W 3B (Chapter 9)9] Tl <&l 4 (State law) oA <

Aot gl wollvt AR GEA 7F RS NS & F v Xé%}i A7] wiEe
(F 2> FHAA Al & s = FEI 284 FL FES

ded 120 FEFE AUAXGEAZ e & ¢ e 9Z ZF(Blanket

=

Authorization) & F
= ;4./4&4 xq_g_oﬂ 3&%
A ZF AR SE QA F vk FH5a e FECAA S AR EA S AT
B7h} #0459 5L 1 287
solME 58 FEY A It S
= TH(GA Code 36-80-5)°4 HAIHo= w4k

—
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IHAE QI ot =8 Q1 ot ot gls Tt =01y
Connecticut Alaska Georgia
Arizona Idaho Delaware
Arkansas Illinois Hawaii
California Towa Indiana
Colorado Kentucky Kansas
Florida Louisiana Maine
Minnesota Michigan Maryland
Missouri Montana Massachusetts
Nebraska Nevada Mississippi
Oklahoma New Jersey New Hampshire
South Carolina New York New Mexico
Texas North Carolina North Dakota
Ohio Rhode Island
Oregon South Dakota
Pennsylvania Tennessee
Washington Utah
Vermont
Virginia
West Virginia
Wisconsin
Wyoming

Source: State policy classifications obtained from Primer on Municipal Debt Adjustment, Chapman
and Cutler LLP. Number of Governments measured in 2012 Census of Governments



01F RWEE HHAZIEE 24 olof YEYT 242 FHo2 21F

Wer] B AN ofsh e wetl ] Aushabgel ol wake AHAY AW
So] EAo) Weld] XU FALCR B A7) BAGAE 6 AWAR sl
P

v A whS M e Antubibof o
towns, cities)®] AFA71ELAS

FE= EW¥lt(hospitals, sewers, landfills, etc.)v E3tEo] UA] &},

2. M I:CIJ-I:H

1To-d

HI

B AT vl AR 3k dele vhE 26709 BaA &S A5 98l
Aol YIEY A (Network Text Analysis) TAAUHS 831 tt. o= AU ES 2 B4
A WAA Y] WE& T8t e A dols Alo]9 &2 WA Fot] 71 &
Aol A = ot o Q1Y A2 olsfsta alAste = Aot (e Leydesdorff,
2004: Danowski, 1993). webr & AFAE o] WESZ #42 B3l = A3
5o APA7IAUE Y] on| A A#S Fall A2 Al o ol S Al=s) Eaat
gt} B ApoME HAE YEYA B4 AT EYS] AutoMap 3.0.10% WEREH A
A E79 ORA 2.3.65 A8t th. Automap? ORAE 7H|7| 9 & (Carnegie Mellon
University)9 CASOS(Center for Computational Analysis of Social and
Organizational Systems)ollA WEE Y1 BAES} YEA FA5 93 Ho|H ] 5
I A4 g E2ske AEYCld ol FFE EAETFo|tH(Carley et al.. 2010:
Borgatti et al., 2002).

o] HIEEHAZA S UCINET= &8st A4 44 (degree centrality) ¥ wi7 2
2178 (betweenness centrality) ¥ 22 FAWHS 3l AdAl, drtasdAd, 993
FHA, =74 B4, FAA A, AE1A - dd 3 M EY A 52 gefdth(Newman,
2010; Wasserman & Faust, 1994). 3Al, 4 213 (degree centrality)& A3 o]u}
A vehda 7P A A1 @9l

PY A7} e L@ HAE 7R 7P s S0l
22 Aol TYl HAAlste A=E duiste Ao & AV 2 F99] g s
AR AdE AET mer s AL woRIth £ Aveld 9 $44E A SR

A Re 9%E v A4 AR % S Aeteted 23 2 Asst Ad &
A, w7 54 (betweenness centrahty YEYIA F P2 Adss= 43 7
< Agd YAt T2 PAAES FAA R FAT F d= AAE Y= wiAE

steksbll o) Foh A FAAS A FU40] B 2T 5 9ot wEA dAsHE Ae
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4.

ol S &2 wifARA 24171 E5E ot Aoy @At AA U ES
A Y & F dvke FolA ol & Fefdhe Aol T a8tk =g NetDraws o] &5}
E

A (sociogram) < E23H(mapping)dte] HojFaal ght}s),

1u
[>
1o,
r

V. #4423

Bike] Al thE 26709 Ao tig o] M EY A EA44 3= 34t

o] FoYY 7 2RE MEYAY] A T4 £99 B4 S B8l HoFuA gt 2R
E HA Y ES A (affiliation network)gt1% &l k= 714, a%} b7t
AZAd A &3l M E AEE Ut HE AL AAR 3t} wabs] u|=k 2 by o)

Fike] P18 T B 2R YEY AL 717t Bux o)A Edo] 33 gpike] 3
QAUELS AR U2 FAR dZH o] ke AAst] FHE Ao HEYAet} &
AFolM e v= AR ks B & A 719 AAE ko] AA F41497 vl
TS 85t YA S A dEE ot S ﬁJrO# o} o4 FAAL 3§l
ve] Aol b AR 94" AEE vein A0 2255 & S 2435=
dete 7|7t (Borgatti et al. 2002).

ofef o] (£ 3)= "= 2670 AR F ko] Fa A 4578 FolA dE FAA0] =2

TAE 2091704 ARl o] A6, kRIS A2 A EAZA T EW n)= A

Fo] uito] 9lejAl Employee, Tax Revenues, Salary & Benefits, Bond, Lawsuit

o TOoE VP e IS T 9o E YEET & o AAe] Ashd AR F-e A
2 A

Aol At B9 A R A o= AHT F gl Bl st AR Ee] &

oZi

5 ol EHRII} 7P =& dolEF olg TAH dolEE T E=a v ndES BAE 4ol
Hlgsle] goidt o2 wiRdoz AuiRshes duelEE 7/ JdTh(EEHs- & Leydesdorff,
2004 Borgatti, Everett & Freeman, 2002).

6) X Aol 3kd 2670 = A EE= New York(New York), Greene County(Alabama), Westlake
(Texas), Cleveland(Ohio), Lipscomb(Alabama), Millport(Alabama), Orange County(California),
Hamtramuk (Michigan), Boise County(Idaho), Desert Hot Springs(California), LosOsos(California),
Westfall (Pennsylvania), CentrallFFalls(Rhodelsland), Harrisburg(Pennsylvania), Detroit(Michigan),
Prichard(Alabama), Washington Park(Illinois), Bridgeport(Connecticut), Vallejo(California),
Gould(Arkansas), Jefferson County(Alabama), San Bernardino(California), North Courtland
(Alabama), NorthCourtland (Alabama), Moffett(Oklahoma), Stockton(California), Mammoth
Lakes(California) ©]t}.
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, 7Y, % TR g T AR skdglo] A
uZolth, e 9 2% kS B Greene County(Alabama)® Bridge, Dog Track,

T T2 EANT FE3t] A Fo] AA FrkeH HlE] Aol Fol A%
A717F A5 BT k. B8k (F AR A2 F449 =7 Fel=of
1 Qx| whe}t oW FHikdle] Fag 98-S stn

)
N,
52
An)
I
b
o
=
R
Lo
au!
o2

2
>~
=
e
N
e

<A 2> RO Z2F 012 SAM (1980-2013)

Town_Board

MAC

RDe-amnexation /"C\'LCW%' _AmIPMorgan
\ \ / /
AN \ /
\\ Mayol / // Council_Members
AN \ AN k z
~ 4
- 7/
Westlake_Texa N e |
. California— JSDA Bad_Investment
=7 T na
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@Mammothlakes_California ani

urty_Ala
e Parking_Garages
lout
fa st ania

Developer

City_Assets

N
®Speed_Trap e

#Cormuption

HaAd] x3Eo] Jle 83 doluy B35 55 AAINAY T & <l
< M 719 ¢t FE

olojg] ~E (thesaurus
list)= 7Fd 3skZ(sewer), =Z(road), ¢ (park) &% &< AH8]71¥HA]4 (Public
Infrastructure) FFC2 Folog2rEF YHslH 2502 Foojg| »Ed X3H i
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A2 S8R Wl S8 e st Sl e AR A Halt

AR v AR Rl F 1 WEs] Hown shte] 2249 4l
< FUAGAE B AR 5o AR s 2EshA o2 AW A Eel sllovt
a29g FRL A B AFe) AFEY, A7) Sol e dAdse] WAL
omn AR Ao FFontA olofdl Ao vepdnt. oje 2e BAdv:
LRHARl AR Y AR T& FelA e e 5 gle Ao HEATH] 584
olgtal & g olvh vls Ao A1) b 2 Al AR AP rdE 1
Aot 2 T AYEGIUAT £EA7] Sol MAAA R Tl A om g
SN Fpabe] o] 27 Hgla Aol ESA SR E o8 7P EFH o R setd & 9)
=5 Asteh =S 7he st

< 4> HREAOL 2 14D SAA
=2 opAr ol HE 44 =2 TRARRI QI o7y =S4y
. ) Salary &
1 | Public Infrastructure 0.423 1 Benefits(Employee) 0.336
2 Lawsuit 0.423 2 Lawsuit 0.320
Salary & ) . .
3 Benefits(Employee) 0.385 3 | Public Infrastructure 0.220
4 Bad Investment 0.385 4 Tax Revenues 0.220
5 Tax Revenues 0.269 5 Bad Investment 0.114
6 Welfare 0.038 6 Welfare 0.000
7 Corruption 0.038 7 Corruption 0.000

Ul A At Ao g A ES B /9 B0 Ml * 2R E YEYAE
olgf o] (® AT kS Al g Zhzte] A el sk U5 A2 (sociogram)
o7 =315 Agsid w7 S0l Salary & Benefits®t Lawsuit 22 =7 YEl
bt} o]= Salary & Benefits®t Lawsuite] l= A7 5o gibdle vj7izr 93-S
t3 s 7HAA R HojErh, 9F sihe] 78 A9 5= HXF H o] 5hike] llo]

o

3 Ee HoEr

ol

la)
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@ Bridgeport_Connecticut

Hamtramuk_Michigan

olge] dof YESA EAAae] 2Aste] v AR shite] d9e A BA,
F A, FRANA 5 AESE ATA 2 AVMEeR AF AIRE &
Ao pro] B gla 59 olefd AEo] B A TRy dFgFaA T
Flel el aol A7 o5 9] B FEato] Ax AR o
olelAlE ZB7F tiFE]l o2 vEhknt
V. 2E
2 ArelAE 1980 o] % vl= A el zﬂﬂﬁﬂ%o & ol EQA B4 & &
sto] FpFQE he] AA G HF M2 L olafe M5 Almaf Hokoh & A7) o
u5 AR st €S o 26709 HaAoln o] VEAD £4E 3 st

249 3t VX ABBAE sttt AN U TS 2
1% AR ABSIE AR % A 5 A
: 779 9 9

U A Ze] 7 2 9419 Aoz yEbaL ol 9

(2 2 rlo OPO
N

d

)
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A7n] 2 Aol AFEede] that 25417 Fol WA Ao BAd) BgHoz 3
SN Aol Aok JaoRAA oozl Aoz BAH

713 1009 4 200019 A 47X AR B4 A Askad 4
WYY ARG APl T WA S AT D A7 TS 2L AW F
HOHOE Fgoe TG ek THA ASAE HANASE AP A= A
A stere] ol 27 e $elvehE 20059 o) F B2 Mfﬂ FanzAgel Ay
o) A%H o2 F7kstn U Al AR EAA Fo] A

Hoz A bt A A2ee Nxa7 7

b, FAHEE Ao, AIRAANEY Foz A A ¥ael BF 1047
A7 2,554 3718 Ao el APAR A APagon 3
2ol olof the thHo] A Fstet.

vFg e APl U A A Rw AP 1e) AT BelAE Ay
o A4, AWE, dFgoleks S4H Fh0 A AN F3AA oln] 5Ha9]7]e)
A AWYRE AFAOR FAN) A% B DA oz 457 Ak 1980
ol F Age MRS F2 A5E, d5E, 397 S g 59 4
AT TSR A e ol Feluetel AMANEAL] AN/ 2 o
W9 Ao A% AWIIYY BEAT ¥ 2447] S5} BARKE HeA] FAS
WAL 5 Ak ol GAA W dAelA, BF APgel AFA138E Bels] 9

o

L

kA
[o _l
frl
>

B ox

of

=

A =9 EYAAR ASEE AU sl A5 AP Felel Helal s o
£ e E AR RS AL AR AR R FERHE A
Wk ohjel $AAT AP LA QYA F0| AFste] BYAE WFF ANIFE AT

Aoz A& A=E =dste Aol sy fEolt

FElvete] A 7E vl X] $gael og] 7B A AT} dge] deAR, dA=
20129 APARGA] A= 26 TH oAt A7 FAe 722539 dow
3l o] AL 53] =AINEEAL] —rXHl:— 43257 oz AA A7 FA4e 60%E
A8k ok, AR A7)l whet o4t 9] (off-budget) AFEQl A7 S AEAA
Aol T Mol Aelet glovt, dit o] ARJFA = ARAAEA 7} 1S TFsAd el 9l
oz AYAAGATE Hefote Tl Wl EgAIAk 513} He 9
(AR 291, 2013). =3 U] AFEA G
AGA7F 544 75 Fop He BF 25AREd
= o] 22 APAA A ] 2FTto] Wid 543 5
nstaL vjFAbE S vl & u ARRA A HE Al =5lo] Badh Aew Hiln,
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