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[Abstract]

An Evaluation and an Efficient Management

of Earmarked Lecal Taxes

Dedicating revenues for specific puposes confinues o be a common practice
throughont the world. Although earmarking consfifules a constraint on udgefing,
earmarking is a common practice becawse it may provide a reljable source of
income for a program without rouch difficulties of raising fax rate since if applies
only who has the benefit Earmarking means designating some or all of the
collecions from a specific tax for a specific expenditure. Therefore, if could be
af efficient way of collecting faxes if it is designed based wpon the berefit
principle.

The purposes of earmarking is seffing aside of a specific part of a reverue
source fo fund a designafed project or expendifre cafegories. Howeser,
earmarked fax revenue in Korean local govertments shares the same account =
a general find pool. Tn that sense, earmarking for local faxes can nof practice s
ifts fupction. Tn addition, earmarking of local fax revenues are nof sufficient for
specific. programs. There 5 a few problem that local governments are facing o
practice earmarking fax resemue, but the most difficulf problem is inplementing
the benefif princple for a specific service that local govermnment provides. Local,



governments  are mare likely fo mest this condifion betfer than cenfral
governmoent, it sGll this principle works best when local government can
idenfify and charge a group of peopls who gef a specific service. In order @
identify those who get the berefit, the scope of special service should be
well-defined in Jocal fax act However, the scope of a specific service in local
govertment 35 very broadly defined for pracficing earmarked tax revere.

The purpese of this study is corcemed with evaluating the earmarking of local
faxes whether it 15 appropriate as esmarked fax revenue, ad whether i can be
enhanced the management of earmarked {axes. The earmarked four local faxes are
exarmined for this stady.

Those earmnarked local faxes are city planmng fax, usiness place fax, common
facilifies tax, and regional developroent fax. There is a criferia for evauating four
earmarked taxes. The criferia has two steps: the fisst step is defining whether
earmarked is appropriate, and the second step is enhancing the management of
earmarked taxes if it is appropriate.

The necessify of project as earmarking fax reverme and the size of project that
local governmenfs can operate are the fwo factors for the first step of the criferia.
The seond step is examining characteristics of project, and the linkages befwesn
particular reverues and expenditures.

T surn, the city plamming tax may 0ot be appropriate &5 an earmarked {ax. The
defined specific services are nof sufficdent enough fo be covered by the
earmarked fax reverue, and fhe scope of praject is 0o broad apd ill-defined fo
make a special fund. Therefore, this study is recormmending the city plaming, tax
merges with the property fax(and and bulding). Tnstead, recommending motor



fuel faxinew local fax from 2000 that can be a substitufe for services that the
city plamming fax has provided. However, fo make a beffer and an efficient
earmarking, the scope of savices needs fo be well-defined.

The purpose of implementing business place fax is for compensating of
congestion expense from those in the cify. 1t has a similar function s a density
charge which applies fo those who migrates info Seoul Mefropolitan area There
is no nesd fo pracfice two simila systers at the same tme. Therefore, it would
be beiter fo fransfer major function of the business place fax fo the dersity charge
when if remodifies apd broadeps the charge-base fo other mefropalifan ares.
Then no teed fo practice the business place fax for earmarking.

According fo the first step of criferia, the common facilifies fax nesds o be
existed as an earmparked local fax. Howeser, the earmarked fax reseme is nof
sufficient enough for the pupose of earmarking, this sty is recommending the
fund for management and purchase of equipments only.

The st local fax for earmarking is regional developroent fax. There are
several fax-bases for the regional development tax, and the purpose of the fax is
not for earmarking tax revenue except a container fax-base. The confainer tax will
be exising undl 2002, apd if is good for wser charge instead of local fax.
Therefore, this study is recommending the regional development tax fo be a
normal tax affer 2002 when the confainer tax will be expired.
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