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Abstract 
It has been well known in the theoretical literature that one of the benefits of 
consolidation is to overcome externality problems in providing local public goods. 
Nevertheless, the earlier studies provide little empirical evidence that has 
evaluated the effects of spillovers in provision of public services on a boundary 
reform. The current study presents an empirical test of the hypothesis that the 
existence of spillovers gives rise to a favor of consolidation. This paper uses voting 
data from local referenda that distinctively identify the preferences of specific 
individual jurisdictions. It is shown that the municipalities that have suffered from 
large spillover effects of public good prefer consolidation.  
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