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National and Local Government Financial Relationships in South Korea

Hee-Suk Lee

Abstract

Financial relationships between national and local governments in South Korea typically are such
that the national government allocates financial resources to local governments through a centralized
financial system. In particular, by functioning as local financial security and financial adjustment
apparatus, local allocation taxes distribute financial resources so that public services are available
throughout each region.

This paper thus considers such national and local financial relationships in South Korea, focusing on
national and local financial resource allocation, as well as national and local expenditures and subsidies.
Moreover, as local allocation tax is the core of national-local financial relationships, this project also
investigates the mechanisms of local allocation tax, including the type of local allocation tax, the

determination of the total amount, and allocation to local governments.
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