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Abstract

The rate of fiscal independency of local governments in Korea have
always stayed at low level. For that reason, they have no choice but to
obtain financial supports from the central government through various mea-
sures. Among those measures, local subsidy have played especially im-
portant roles for the local finance equalization and guarantee of the ‘national
minimum’. And that, as for local governments, it's an independent revenue
source having no restrictions on using.

At the same time, however, lots of problems regarding management of the
local subsidy such as overestimate of fiscal demands and unfair use of
obtained funds have frequently occurred. In consequence, varied opinions and
suggestions to solve the problems have been presented mainly in the field of
the public administration or the economy of public finance. On the other hand,
legal or legislative approach to the issue has not been sufficiently performed.

In this circumstances, this paper tries to some institutional or legislative
suggestions to improve the efficiency, transparency and equitability of the
local subsidy system. For this purpose, the paper firstly makes an analysis
of financial status of each the local governments and its proportion to
the whole revenue sources. And then it reviews legislative history and
points out the imperfections of the current the Local Subsidy Act upon
the basis of examination on the recent legislative reformation in Japan.
Finally, it proposes legislative enhancement scheme to supplement and amend

the Act, as the conclusion.

Key words : Local Finance Equalization scheme, Local Subsidies,
General Subsidies, Special Subsidies, Decentralization

Subsidies, Real Estate Subsidies
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