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Abstract

The revenue of local government in Korea classify into local tax, local
grant tax, and grant-in-aid. The local tax is independent finance, but the
local grant tax and grant are dependent finance. The finance problem of
local government in Korea is that finance independence of local gov-
ernment is low.

The local finance support systems that central government give general
finance or specific finance to local government intervene in the internal
finance affairs of local government. And in local grant tax case the local
government does not make an accurate estimate because computation and
apportion method is complicated. Therefore in grant case is confused the
local government because of control of central government.

This research is examined local finance support system of U.S.A., and
is found the problem and improvement of the local finance support in
Korea based upon this system. The system of Korea and U.S.A. is di-
fferent, in specially Korea is under central government control.

The realization of local autonomy is changed basically by local govern-
ment fiscal health. So that it is important guarantee of independence
finance of local government.

Local governments should be entitled to some self-governing rights in
deciding their tax items and tax rates. Thus, to ensure such rights of tax-
ation to local governments, local parliaments, as the representatives of local
governments and residents, have rights to enact their own tax ordinances
within the purview of the local tax laws. A system called the “Except

tax from law” can be considered to this kind of taxation. In addition, some



national taxable sources can be transferred to local taxable sources.

Next, local grant tax is transferred to local government from central
government, local government is in charge of finance allocation and can
execute independently. But decentralization grant tax and speciality grant
tax of local grant tax is similar to grant-in-aid. Therefore this tax is abo-
lished, and is included into grant-in-aid system.

Then the national grant-in-aid is to important that classify clearly affairs
of central government and local government and support grant-in-aid. This
is provided for in the local autonomy law. Specially to solve grant budget
of local government is necessary that the National Assembly approve and
allocate grant type and amount in advance as U.S.A..

Finally local bond is provided under section 11, 12 of the local finance
law broadly, is mandated its implementing ordinances. This mandate system
is controlled by central government, so that local government is difficult
to promote self-control business. Therefore I suggest local bond law that
is provided process in related to local bond, local government duty to
local bond etc. And to revitalize local bond market is necessary to grant

temporarily tax benefit to interest income from local bond.

Key words : local finance support system, local tax, local grant
tax, grant-in-aid, decentralization grant tax, speciality
grant tax, local bond, local autonomy law, local

finance law
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2000, p.29.
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35) Patricia S. Florestano, “State Limitations on Local Fiscal Authority”, in Jack Rabin
& Don Dodd, State and Local Govermment Administration, Marcel Dekker, Inc., New
York, 1985, p.104.

36) Ronald C. Fisher, State and Local Public Finance, Irwin Chicago/Boston, 1996. p.285.
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37) U.S. Advisory Commission on Intergovernmental Relations, State Limitation on Local
Government Taxes and Expenditure, (A-64), ACIR, Washingtion, D.C., 1977.
38) Ronald C. Fisher, Ibid., p.285.
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42) U.S. Advisory Commission on Intergovernmental Relations, State Laws Governing Local
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43) U.S. Advisory Commission on Intergovernmental Relations, State Laws Governing
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53) J. Richard Aronson and John L. Hilley, Financing State and Local Government(Four
Edition), The Brooking Institution, Washington, D.C., 1986 pp. 72-73.

54) David R. Beam, “Washington's Regulation of States and Localities: Origins and
Issues”, Intergovernmental Perspective Vol. 7 Issue 3, Summer 1981, pp.8-9.
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55) U.S. Advisory Commission on Intergovernmental Relations, Improving Federal Grants
Management - The Intergovernmental Grant System: An Assessment and Proposed Po-
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