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1991 | 1992 | 1993 | 1994 | 199 [ 1996 [ 1997 | 1998 | 1999
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ZAE( @ [09260| 0829108251 | 0.8647 | 0.8614 [ 0.8535 | 0.8456 | 0.83474 | 0.7810 | 0.9249
Couv(t, F,)[ 00129 | 00132 | 0.0158 [ 0.0187 | 0.0203 | 0.0210 | 0.0241 | 0.0217 | 0.0271 | 0.0309
Cou(t, F,)|-0.0084|-0.0084|-0.0095(-0.0084|-0.0091{-0.0103|-0.0108|-0.0073 -0.0080 | -0.0080
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W3=C | 0774409581 -09106]-0.8908] - 1.ooon|-1.1171]-1.0527]-1.2164] -0.8812 | -0.9734
= n . _p aCo(&F,)
A Oz Cou(t, Fy) °
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B~=- (1 G’B)ﬁT COZ/(Z‘,Fb) ,
C = A/(1+B).

72) VAT AEe FAALE WRHA FAW, AEAL A
FaufA 27k e A16)S nEeR ¢F WA A 5
Atk FoAT gt $E FAstE vUuA FERES AT A
S RS Co(&,F)7F =49t I <¥ V-2>0l4 Ce
A/Q+B)= (¢ —1-B)/U+B)E AT 5 U7 Hio] AZ EE

2 Ae des glvh



F V2> B Ve ade] BEs Al vl &3
= 53] AAA I AAE 19959 E] FEle A vEbaL itk
He #AAE 7 ok 1969 ol A7 = Bel FE7F (1+A)°l A
A ek vlFe] 100965 WA eFskott 19951 o] 58 &= 100%
E dojaled, ol (2" V-1lollA #lg & = vbof o] o
A el =97 vhH oA BES Al 0B o A ek

lo] 7]&A g aehe] A=k o e HAE &

A gk 71EA g o] dubAle] =9 WA A= 4

) o) <
G et 19990l SkahE T 1 At A garAe) BEs
AgE 0 oo A% Hth et 200080l 7 oAl
Fastel 1 gkol 0978 71EHTT

o BE F7HIRE] AW ooz Qlstel As 1t APHol
FEAoZ MAUGE, NFEAGFLAOR Aste] YA
Foubae B4e AR 9939 SR BAS] gaAE A

= 2
TE TEB] B AuTE F EE AN EER BE 3l



118

<E V-3> XYM EZHMEL XA 2
(71Z% A))

o
M
o
N
+
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A

- 014221013072 01264 | 0.1175 | 0.1302 | 0.1432 | 0.1205 | 0.1064 | 01140 | 0.1307
THEAYASE

A 554 )

= L. | 05769 05798 | 05954 0.6249 [ 0.5625 | 05781 | 0.5773 [ 0.5792 | 0.5786 | 0.5825
AFA A%

Aupopel 3ol
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kAl g13e]
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1991 | 1992 | 1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 | 2000

ZAE( @ (09260 | 08291 | 0.8251 | 0.8647 | 0.8614 [ 0.8535 | 0.8456 | 0.8474 | 0.7810 | 0.9249

Couv( ¢, F )| 00071 | 0.0079 | 0.0085 | 0.0094 | 0.0109 | 0.0138 | 0.0115 | 0.0106 | 0.0109 | 0.0144

Couv( ¢, F,)[ 00018 | 0.0016 | 0.0011 | 0.0020 |-0.0021{-0.0007(-0.0009]-0.0014|~0.0002(-0.0002

1+A 095371 0.9519 | 0.9639 | 0.9518 | 1.0364 | 1.0098 | 1.0151 | 1.0254 | 1.0042 | 1.0021

HF=C -1.1187|-1.2369|-1.2850(-1.4033|-1.4787[-1.4280(-1.7914|-2.0073(-1.8438|-1.7139

aCov(&, F)
T Cou(t,F,)
Cou(t,F,
B - (1*0’5)'9T%’

C = A/(1+B).
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B--(-afl; Cou(t F;)’
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1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000

A A ]

- L. | 02226] 0.2246] 0.2143| 0.2002) 0.1732] 0.1723| 0.1539] 0.1320] 0.1413| 0.1567
ZhE A A5

A A )

. L. | 0491 04331 0.5060| 0.5312| 0.5216( 0.5411| 0.5451| 0.5668| 0.5652| 0.5715
AEAY A

Aol gl

. L. | 0.6940) 0.4416( 0.4335| 0.4468| 0.4677( 0.4363| 0.4760| 04856 0.4943| 04928
AEAY A

TR ZF)
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ne
i
=
=
o4

=

ne

02193 02118] 0.2211| 0.2232| 0.2280| 0.2434| 0.2627| 0.2663| 0.2649| 0.2832
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<E V-8 XgmeAlel EHE Aol J|EMESLU0]
AtX|st= H|ET| = Al - )
1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000
ZAE( @) 09260 | 0.8294 | 0.8251 | 0.8647 | 0.8614 | 0.8535 | 0.845%6 | 0.8474 | 0.7810 | 0.9249
Cov(t,F,) | 00092| 00111 [ 0.0120 | 00138 | 0.0136 | 0.0155 | 0.0139 | 0.0125 | 0.0129 | 0.0165
Cou(t, F,,) [-0.0042|-0.0060|-0.0067 | -0.0068| -0.0062 | -0.0063 | —0.0055 | -0.0056 [ -0.0044| —0.0054
1+B 1.0516| 1.0786| 1.08%6 | 1.0714| 1.0672( 1.0609| 1.0683 | 1.0668| 1.0611| 1.0383
u]Z=C —0.9859 |-0.9472]-1.0292| -1.1072|-1.2965]|-1.3906 | -1.6680| -1.9573| -1.8244| - 17775
= A~ g aCov( & F )
T Cou(tF,)
Cou(t, F,)
- (1 a’B)ﬁT COU(f,Fb) ,
C = A/(1+B).
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< abstract >

The Equalization Effect of Local
Allocation Tax

Junghun Kim

The local allocation tax is the most important intergovern—
mental general grants in Korea in terms of its effect on regional
equalization. However, many of the past research on the
equalization effect of the local allocation tax have found that it
has widened the disparity of fiscal capacities of local
governments rather than narrowing it. These findings are
puzzling and requires further scrutiny since they imply that an
intergovernmental grants as important as the local allocation tax
is malfunctioning.

Since the local allocation tax is based upon “fiscal cap” which
is defined to be the difference between “basic needs” and “basic
fiscal capacity”, the reason why the local allocation tax widens
the disparity of fiscal capacities of local governments must be
the role “basic needs” play in determining the amount of the
local allocation tax. This fact can be easily reasoned since the
local allocation tax is calculated based upon a well-defined
formula. And vet most of the past research curiously excluded

the role “basic needs” plays in the determination of the local
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allocation tax when investigating its equalization effect.

This report decomposes a Gini—based index which measures
the equalization effect of the local allocation tax and shows that
the component of the “basic needs” plays a dominant role in
explaining the time-series changes of the equalization effects of
the local allocation tax. Since the decomposition allows us to
better understand the nature of the “basic needs”, it will provide
mmportant information in modifying the local allocation tax so
that its effect is more consistent with its purpose.

A main policy implication this report has is the following.
The fluctuation of the distribution of the local allocation tax is
mainly caused by the fluctuation of the distribution of “basic
needs”. While the reason why the distribution of the “basic
needs” is unstable needs to be further investigated in detail, it
can be argued that there is a prima facie reason for the
distribution of the “basic needs” to be stable since it is the cost
of providing necessary local public goods. If we can find the
reason why the distribution of the “basic needs” is unstable in
more detail, it is hoped that the vertical and the horizontal

allocation effect of the local equalization tax will be improved.
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