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[Abstract]

A Study on the Local Fiscal Coordination

System by Provincial Gov't

This stdy is nfended fo figure out the problens reated fo the locdl fiscal
coordination system in the provingial gov't lewel in Korea and o make a policy
suggestion 10 solve current problems. Major policy recommendation suggested by
this study are mosfly related fo meking & new framewark for the local fiscal
coordination and to strengthen the funcfions of the fisca coordination in order to
mitigate the fiscal imbalance among local govertrnents. Especially, the foous of
the research was given on the necessifies and methods of fiscal coordination by
provineial gov.

To safisfy these research purposes, the followings are conducted.

First of all, vatious theories and methods of local fiscdl coordinafion hes been
suprveyed. Secondly, this study analysed the cases of fiscal imbalance amomg
local governments and the effects of wariows kind of grants(Local Share Tax,
Local Transfer, Nafional Subsidies, Qiy&Provincial Subsidies, Collecion Granis).
Thirdly, this study reviewed loca fiscal coordination system in Korea and
problems of City&Provincial Subsidies, Collection Granfs which distribufed by
province. Findly, this sidy suggested general policy implications for mitigating



or eliminating local fiscal irmbalance and for an improverent of the Collection
Grants system.

T order fo mifigate or eliminae the fiscal imbalance among  locd
governments, it needs o improve the magnifude apd distribution methods of the
Local Share Tax, and dso fo improve distribution methods of the Nafonal
Subsidies in order mof fo offsef the mifigated effects of fiscal imbalace of Local
Share Tax. Besides, if needs to be coordinated fiscal imbalance exising among
cityfecounfy by provincial gov't As & mears o achieve this goal, most of all the
disribution mefhod both of collecfion granfs and cify&provincial subsidies are
needed fo be collected.

The reslis of the major findings of the done by this research can be
summatised = follows;

Andlysing the characteristics of fiscal inequalities among local govermments in
Korean, the phepomenom of fiscal inequalities amomg the different lesel of local
govertments have been founded. Apd structual fiscal inequalities existed among
local governments according fo population size and the degree of on econoric
growth. Especidly, fiscal inequalifies deepened amnong local governments. And
function of the infergovermmental fiscal coordination system for correcting fiscal
inequalifies among local governments fumed ouf @0 be week, mosily due o the
problems of the local fiscal coordination system.

Policy implications of this study can be summanzed as follows;

Above all, in order o mifigate and eliminate the horizontal fiscal nequalifies,
it i important o improve the local fiscal coordination systern. To sdfisfy this
objctive, it is necessary ot only to improve the distribution methods of the



cenral grangsLocal Share Tax, Local Transfer, Mationl Subsidies) bt also fo
improve distribution formula of the provincal grants(City&Provindal Subsidies,
Collection Grands).

Finally, it i5 necessary fo provide the function of fiscd coordingtion fo
provincial gov't. To do this, general improvement of the Collecfion Grants system
15 ane the fop policy prionfy.
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