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(Table 1) Concepts Related with the Local shared Tax

name definition note
Standard Fiscal Revenue disclosed by
ex Ante FCI ] ,
/ Standard Fiscal Demand the govt
(Standard Fiscal Revenue + Local Shared Tax in
Budget FCI . -
Budget) / Standard Fiscal Demand
ex Post FCI - -
Settlement (Standard Fiscal Revenue + Local Shared Tax in )
FCI Settlement) / Standard Fiscal Demand
Total Amount of Local Shared Tax in Budget / |disclosed by
) Budget AR ) . . )
Adjustment Sum of Fiscal Deficiencies the govt
Rate (AR) Total Amount of Local Shared Tax in Settlement /

Settlement AR . . -
Sum of Fiscal Deficiencies

Note: FCI stands for Fiscal Capacity Index.
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(Table 2) Trends of the Adjustment Rate (AR) of the Local Shared Tax

name 2016 2017 2018 2019 2020 2021 2022 2023
Budget AR 0.897 | 0.941 | 0.915 | 0.864 | 0.836 | 0.739 | 0.860 | 0.816
Settlement AR 0.946 | 1.027 | 0.975 | 0.955 | 0.803 | 0.851 | 1.099 -

Source: Ministry of the Interior and Safety (Each year b, Each year c).

BHEWRA oAb 25 2016-2023 B e 150} Hgkom, FHule 2017
el 0.941, HaE 2021d9] 0.7399 5, whH, Ask 2 &2 2017d 7} 20224
o 1& 23k on, e 2022:d9] 1.099, FH2E 202032 0.803°]Tth 2020
W Fdsl Ast 2 Eo] ot 2P ERT B2, ol 20209 F7PEH At

5) HE@PA A Aelel A PAES PPAARS] FARAN BAG £ glons,
AR B BAARE o) g3l AP AR AGFEY o) M &S 54T F
%

= =
[ = hy =
oh Wl A g A AYREAS 72 WEAriY 2022de) 2HE
[e)

g Aol s
< 1& 23 @& F vk A A4t A w2 V|EdEe] 2Rte® v =Y &

ES

150} & Aslo] TAst 71eAds eds] wiAlE 4= glok

6) HERFA Ast 24 E9 7% 202087 4 9L QAAMEE wjES A9ty 1 o] 5o
< E P AR 253/ wale] W7 wjRo|u, o] Fodo] F7| wjE

o] A& Fold 3 P& Ix| ¥ Aew FuHo)



HeuiA 2483 AYddst: 594 2adaAzet via 84 11

o ol A A5 Has wedelgly] uEolr).

(Table & B& 717 B AgA INZHIRF 298 AR ANYTE B
TaAe €2, Aeile ditRgas Ak Al S Aat s didze] AR
dg 7|22 wEdTh dE S0, 20220 EHF 2021 d HEA A4 AHdE 7
AR T 2021 AP F-EA L

2 7] AN 2PEL A

(Table 3) Trends of the Adjustment Rate of the Seoul Adjustment Grant

name 2016 2017 2018 2019 2020 2021 2022 2023
Budget AR 1.0004 | 1.003 | 1.127 | 1.059 | 1.022 | 1.004 | 1.038 | 1.047
Settlement AR 1.178 1.172 | 1.283 | 1.241 | 1.261 | 1.382 - -

Source: Seoul Metropolitan Government (Each year a, Each year b).
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(Figure 1) Changes in the Fiscal Capacity Index by the Local Shared Tax
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(Figure 3) Changes in the FCI by the Local Shared Tax in Regional Governments
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Source: calculated by the author using Ministry of the Interior and Safety (Each year ¢).
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(Figure 4) Changes in the FCI by the Local Shared Tax in Si and Gun Governments
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Note: Sungnam (121.4%) and Icheon (155.2%) with FCI over 120% are excluded in the above
graph.
Source: calculated by the author using Ministry of the Interior and Safety (Each year c).
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2 & AP HAS ] AAE AADA I F9 AADA ] AP HA
Z Hlwsle] wetet 4= gluk (Table 4+ 202133} 2022:39] 2F FH 2 AR A
Zve 299 AR AR E R 5o} HEDEA v 0]3o]

o
dik 8l A AEAFE AT 1

(Table 4) The Fiscal Capacity Index of the Median Local Government by Type
(unit: %, %p)

year 2021 year 2022
name
Region Si Gun Region Si Gun
ex Ante FCI (A) 63.0 42.3 18.3 67.3 45. 4 22.8
ex Post Budget 90.3 84.9 78.6 95.4 92.3 89.2

FCI Settlement (B) 94. 5 91.4 87.8 103. 2 105. 4 107.6
Improvements (B-A) (%p) 31.5 49.1 69.5 36.0 60. 0 84.8

Source: calculated by the author using Ministry of the Interior and Safety (Each year c).
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(Figure b) Changes in the FCI by the Seoul Adjustment Grant in Autonomous Districts
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Note: Gangnam-gu with ex ante FCI of 203. 1% has been omitted to enhance the clarity of the
graph.
Source: calculated by the author using Seoul Metropolitan Government (Each year a, Each year b).
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(Figure 6) Changes in the FCl by An Alternative of the Seoul Adjustment Grant
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Source: calculated by the author using Seoul Metropolitan Government (Each year a, Each year b).
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(Figure 7) Effects of an Alternative to Allocate Residual Funds in Local Grant Tax
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(a) Regional Governments (h) Si (c) Gun

Note: Governments with FCI of 110% or over, such as Seoul, Sungnam, Icheon and
Hwaseong, have been excluded in the graph.
Source: calculated by the author using Ministry of the Interior and Safety (Each year c).
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Local Shared Tax,” Korean Public Administration Review, Vol. 33, No. 3, 1999,
pp. 403-417.
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The Adjustment Rate of the General Shared Tax and
Fiscal Equalization across Local Governments:
A Comparative Analysis with the Seoul
Adjustment Grant

Man-Soo Joo*

Abstract

This paper explores the impact of the local shared tax on fiscal equalization
when the financial resources of the tax exceed the total amount of local
governments financial shortages, as is the case in 2022. The paper also
analyzes the fiscal equalization effect of the Seoul adjustment grant and
compares it with that of the local shared tax to draw policy implications. The
study finds that when the financial resources of the local shared tax are less
than the total amount of local governments financial shortages, the fiscal
capacity gap narrows without any change in the fiscal capacity ranking of local
governments. However, when the financial resources exceed the total financial
shortages, the fiscal capacities of subsidized governments are completely
reversed, and the fiscal capacities of some subsidized governments become
higher than those of non-subsidized governments. The paper also notes that
while the Seoul adjustment grant does not lead to a systematic reversal of fiscal
capacity among subsidized autonomous districts, it can lead to a reversal
between subsidized and non-subsidized autonomous districts. Based on the
results of these analyses, this paper derives a policy alternative for the local
shared tax that can achieve fiscal equalization among local governments without
causing any kind of reversal of fiscal capacity.

Key Words: local shared tax, Seoul adjustment grant, adjustment rate, fiscal capacity
index, fiscal capacity reversal
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