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[Abstract]

Change in local fax system have a greaf effect on overall local finance. Unlilke
nafional finance, local finance has the variety of fiscal authorities, and local
government are inferrelated with thelr hgher level locd gosernment in finance,
and there 15 disparities in fax reveme arong local govertments. Therefore local
tax system adjustroent could cause a mumber of problems, concerning the fransfer
of fax base befween “basic wnif of local government” and “wide area unif of
government’, ad the deferiorafing disparities of fax resenue amnong local
SOVEITITENTS.

This siudy deals with the spillover effect of local fax system adjustoent an
local finance, focusing on the effect of raising or reducing local fax base(and
revene) of local govemnment, and the equalization effect amomg  local
governments in fterms of fax basse (and revenue). Therefore, the range of the study
includes ot only local tax systemn which is the basis of local finance, but also
overall local financial systemn which is relafed with local tax system. This study
has the aim of evaluating several alfernatives and suggesting policy implications
0 help make local fax system more rafonal.

Following is the spillower effect of local fax system aljustment on local
finance tha this study apalyzed. When if comes o “infegrating earmarked fax
with general fax”™ md “nfrodwcing ageregate property fax”, anfonomous districts
alame gain the benefit of increasing local finance. By confrast, mefropolifan cifies,
proviness, cifies and counties see the size of their locd finance shrinking. In

ferms of equalization effect, “the infegrating earmarked fax with gererd fax”



tends fo promoting horzantal equity among citiess and counties, bt the different
resulfs are foupd i aufonornous districts depending on the mefropolitan cifies
they belong to. For example, the widening gap of finance befween districts is
found in Seoul, Kwangioo, and Daejun, while the gap is closed in Pusan, Tnchon,
Ulsan, Tn short, “the infroduction of aggregate properfy fax proves fo create
positive policy effects. This measure has the best effect on horzontal equity,
except for the autonomous districts in Kwangjoo.

And “infegrating the transfer taxafion® has almost the sarme effect of horizontal
equity = the current systern does, ot meking much difference in local finance,
hecanse the transfer of tax base ocows in the Hmited form. Also, “introducing
local copsumption tax” shows obvious positive effects of local finance only on 9
cfies in Kyounggl provinee and Bulchem courfy, becavse race apd parimmufue]
tax is levied by a few dties and counties. As a resul, the gap of finance befween
cities aggravates.

Based on fhe resulf of such analysis, the restructuring local fax system in the
more rationd way requires policy efforis as following.

First, even a minor adjustment of local fax system excluding nafional faxation
shoud be made only after thoroughly analyzing the spill-over effect on overall
local finance. Parficularly when the authorities deal with the division of functions
hetween national tax and local, the micro-analysis on overall public finance of the
nation 15 required. Depending on sifuafion, if 15 necessary to seriously discuss and
stdy the adrmimstrative apd financial relations between the cenfral government
and local govermmment.

Secondly, according to the analysis of this stwdy, all the four fypes of the plan



to adjust local fax system, except for the plan o introduce local consurnption fax,
are favorable fo autonomous districts, but wifavorable fo counfes. Therefore for
a rafional adpstment of local tax systern, the consideration of the existing
financial system shoud be faken af the same time.

Thirdly, because local fax system hss various {axafion authorifies, admustment
of the existing system can cause changes in inferests. So any form of adjustment
is subject to resistance from local governments which have an inferest. Therefore
there should be the efforts  fo persuade them and o come up with practical
policy alfemafives.

Fourthly, the main case of the lak of systernatic sty concerning local
taxation lies in the fact that there have mot been sufficient effort o sfore data of
tax reverue in database. 1f is hard for individual researcher fo solve this problermn,
so the active support from the policy authorifies is needed.
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= i 484 2,273 13 0
2 fi,147 15,638 4R 0
™ A 20443 42,46 -2,544 0
= 112 10,476 -RET0 ]
= 6,347 17,457 174 0
M3 12,367 5,650 3,545 0
= 6777 15315 1,847 0
R= 3,040 12,555 -2, 45 0
= A 202 £8,525 -2,320 0
= 5544 19,445 653 0
== 8207 27641 -547 0
= 4,502 14,567 -444 0
= 347 6,532 -243 0




KIZMIHAH =E5] BB &4

gl
el
wellA

T A

1990 124 209

2] = =
SR AR AR H

AEEHEA AET AFTF 1552-13
Tel. 02)3488-7300

DA FREwH A

Tel. 02)736-0840~1

X ERAE HEt H ARE USRS Rled] SUEHY SHE BYGL.

[SBEMN 85-T265-222-0 93350






