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ABSTRACT

The success of fiscal decentralization depends on an effective intergovernmental
transfer system. This paper focuses on the Local Share Tax(LST), the primary
intergovernmental fiscal transfer in Korea. The LST, by law, aims to mitigate
horizontal fiscal imbalance among the local governments. As an attempt to test the
fiscal equity of the LST empirically, net fiscal benefits of each county are
calculated based on a simple model. While the LST contributes to horizontal fiscal
measured traditional inequality indices, a geographical pattern of net fiscal benefits
is observed. From these findings, the role of LST on fiscal equity needs to be

carefully re-examined.
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bimulas. t)="h— t:St g= Nt s;N; - ()
2 (4)01]*1 X] ‘{19] T8 T AH AHREEL FAESE,
ol& X

sHA Ao 4 (4)4 24 fe AEE3AY A oA
o] BAE Yeille EFATEA 03 1 Ato]9] ks 7HA]
FEAY < FF(publicness) = SATHcE wHeF X WAIX|HA| 7} FF5)
© 3T EFFEAL A pe 00] HH, ol FFA &Hlol 2
o)A &5 (congestion) o]t B EF 3 (rivalry) o] EAEHA] B SJr| gtk
(Z, 9./N'=g,). 19 W= =5 ARAASY 49 6T 10] BkS,
gi/]viﬂ = gl/]\ﬂ )-

6) Boadway and Flatter(1982)2] Rdl2 7|20 g2 X =7lo] A 2HS A5 F
Ak wEA QgAY 71F 2 AldAEY ARAA S ZHAET OE S
@Al A8 e e FEL S0 9 Lad e e g
ARE a0 Holri 20l oJuls) Slew, o B A4l Pt Rew
WASHE eefol Yojob F ACE WAL



AFEA FFHEo] WAow A ol 8 F3E Baxe
Yok 2 (4)9] Aol Uehd upel o), FYARE APAFERA
55 Bolo] APAAGA HEF 5, NS AFFOZH AGAEL
AdaA gk 2y BesE ko] nxFe) FHYNRET, X
AR B2, o - g BEF 50l gF a7 g ot
GOl HHE old Avpe =9 Fuk FEY He BFoA
o} go] 199 REFH 5,7} LE AN A sl 59T Bax
goke Aotk

Seluete) A9 7 ARAABATE APAlel N2 TE (s
A8 248 5 JES YR 38an oy Auxoz vy
Aeg Agste 44t s =Bk 53 Fn2e e 9% AR
AgA e AS- ARFR0) NEARFLE 2 YgolE 278
2 AAES stk 2w Adrhe ARdolth $eluete] wEAs
#4430 ZAR B ATE B9 23S HUYRE oS Ot
A gou), A Qi A7 Beslele) duE o & AolA

A g Heo] il =BThe A4 vlFo] 199 Z(hel A

CE 5 12T XYM FE(E)

d= T A FTdA
1994 84 0.105 0.036
1995 84 0.113 0.033
1996 84 0.126 0.037
1997 84 0.128 0.036
1998 84 0.130 0.033
1999 84 0.128 0.033
2000 84 0.143 0.038

Z= B3 £=0.125.
A8 BHAAR, AAPDL,, ZPAE,

7) 8 9=9] H]ASFA|(NDR; Non Domestic Rates)2} 720] 1913 vjE-jo] 145 o]
U] ALAAGEA 2F o7t gle AT Yo o] AE s =57t 2 Aotk
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2] (@914 AF2] tN, + s, N,
a% A5 geel 48 92 4k

s; = a+ b + ~vlogh, + ¢ , (5)
TAZHE o] & FHFSEAS B b, = b7t FHIITE o] A
21 (59 b= AR GA o] Fglo] A dABEHAl Hol FAwA
A AEEe=a+b) o2 HFE F Atk 2 SAFHY A9 b
zol7b EAE A, b = b7 Ho] A (5)E FARAY A5 v A
TE ARG date] b2 FAsoF dt} o] oBA e
% Holu HAAREe EVFssith dukstd b dlo]B Y A4
WA, S AGAAGA Y 71 S71E wjuith Fg3tojof ke B
b, Al S7Veke BAIEHA ZA(incidental parameter problem)ol] 2
AsHA ¥7] W&otk
FE HolHA & Ao WE & H@?ﬂgﬂ] 49 Ve &
7he& id HlolHE Ao EAN ol A FEH & Utk 4 (5)
£ HAEHS A AgRLIeR UrE‘rLHUd
S = + by + yloghy + € , (6)

o k. o}714] SR 12 ARHS LrERITE W e 717 B2 2
W9 ghol FhH oz hgHoleka HYehE byb, = viehd 5
A& Aotk o] A% A ()94 APANHA i) A 19T A

Aol 5,2 A Fejz vehd obefst prk

i

sp= a + ylogN; + b + €, , (7

A (e AEAA AYEAE Fojo] BFE 24T 5 9
Ane wEoz 7 AYAARAY EARAYD,)S T8 & Ak
ey 4 (1) Bed AARAG A B 7K BAde] 2AF
o A, 5,7k Aol ST AR s oRo] AT BE

$) 4 (59 TARY EEPHe $Ee Fxae)



A9 9] QIFFEIE nFA AA | QoA Fast Mo E-o] glo
U, dAHo g QI o]9jo] W WHEEo] 5,9 AALRIORE I
I Atk 53] AAA SR o] WA (S)H GFE(F)= WAl A U
o] Q3 W yydAn

1= ALE] - AAH o] W A HoM & XHO 7 o|FE=
2 A o] A3t e AR A A FakS v AA "ok £ A
Aol A13] - AA|AH AAEe wFEAH Ao Qo] T3 WEE 2Esla
Atk o]k AR o] AALEHE Bl T 2] (7)ollA GRS EA51X]
%S A 7t 9 FHEE vt o] & nie o2 ALk A HY
2 S @A He ARE Y= Aotk wEkA 4 (1) 9]
58 EPehe ol Aoz Y=ol & Aol

sp = a +yloghNy + NS +oF, + )

SEES T 49 29 BARe] WABT, 71 A4
A BAH 4FE BAT & Y& 250N} AUSE 5 gee
AREA 2AB 4§14 2] A8 - AAH G5 e vt

S 277 oS e Zolt, WA Ygtes
vl =
| - =

4
0,
(o
L F
A=
re
B
18
lo
Az
2]
2
>
ot
o

o X

A3} AAst A2t =4 2 XHmeasurement error) 2 S135}

o
®)9) 257k G F49 FeAe AN FAHOR Fojal

e 2

e > i b 2> e rff o 2

sy = a + yloghNy +AS +o(F y=&) +
= a + ylogN; +AS +QF u+ (ny ~d&) (8"

ofuj COV[Frita(nit*QSgit)]: '¢Var(£it)ol |t e AlFR A A

9) oleis FAHS AHANFA e =B FA= A
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o] A3 (orthogonality)©] EZ= 7] feix= GT=7} wHA ZA9
Z238 W57l M ER(Z, ¢=0) BE A7} YE(S, var(€;)=0)
Al F 210 BT @A shsAe] sdbeitt

q AE s dstr] fleted B A
S HS(1V; instrument variable) 24 ZF X G| X HIH FGA|I7H
Z19] AZ(D)E AR Dv A9 4547 A FAHAE
Ao 72 o As 4= Qo) IVEA] DO ALE-& o329 A

| 2l

N
>
R
oo

A, DE HY wRA BN TRHE A - BAH 29le] FFL
WA g W ol GFES So] WA 2Yngel 9T v
wge 49 32 Fael wpA 2R AYY e
shtk 54, DE AYE ekl A2He) WA 240 Qo 0%

7F A A27 Ave A S 7RI

ok IVEA DY AHe EFsta A3 e 5474 34
A4S Adste b o] AUAA dedtete A7 HAE &
71 Ae2RYH AT A AXE AR GA o] GF =}
ZRH FYg Al 9Ag ARAAGA Y 4Fe= g2 zpo]7
= 7 Atk oY S 1HsHA &S AT IVEAY DY A
HEE A ok B AF A= Do 4:”13 FAA Y ‘?l{}iﬂ]xl =
A aFstRTh HIH FGA Y RIkARH] 2 X
ARX A o] AH{ AR BA Y= -"Jr‘”féL T A :}
Aol A QIS G MRS o] FF & (spillover effect) S 5
o AQ7A} 71 Aol S Aol FAde|A HIEEH A0

2 AT AR IVE A ST AT Y] T HE A AL

FAH o FEH A9Y A5 FAA7EA ] A (D) Izt
/\H]Z]% —}F‘%‘(C)"ﬂ 5]:14%* g & 1 Ao ofaf FAE GFEY o

X

%2
=

old

ﬂd
o ¥o -\

f
a)

t LA
bt
Wl
_‘?A

10) WIZHARIAE Hi2l A5(GRDP)S AHEste WS AZs & & dou AWaA
1 3 9 HIH FAAY i%it} AdHo 2 AZEo] oy= X3 o

S Afe] S ASE ARHIUY dE , 2001 &2H39A] <] 1919 GRDP=

25 8717d°12§ A£<] 2344 Eokﬁw} 1°ﬂ 28X X4(7,887H )BT}

= O
=T
2 6,926 el B3 ATE AYG 7F A5 LHIXE gig AT =oe £F
E(2003)§ Fxg 5 Uk
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F, = ¢ + 6logD, + 0O,logC;, + y; )

2 s =

o= O
STk ER AMEE () B AF
578

G Ao R sjAEL
=0} itk FFAAE 05317 033002 Yehgtor], HYge 0
(FFT), HEPL L1530 o2 YeRi

HIH FAANRHAY A7t E4E Fe A2 @S 7H Ao= 4
<) g 6,=-0.098(sd=0.026) = E}stc}. 3HA

HZA BN AR HAZ0] F4E g ade] w2 AR
A)GA| o] ZBANF el 38 036;}—% nZ Aoz s A4 F
A3 A} RFEEE 6,=0.136(sd=0.040)0- 2 LFEFtT)E 3] 7 E-A] <] gm
2 ngoz AuE YFre <>11ZX1(F)9} AGIFE(F)S] FAAF
corr(£',F)=0.4542 UERT

21 (ZRE 73 F'5 IVE AFg8te] 2] (8)S 3| ARA8I T UA
St ule} Zo] 2 (8)olA AYYFE FE AMHEE A5 4 (S)OM -
Fe} @13} 7hell o] EAE 7FsAdo] Atk 1eu Fe A9
9 2}3lafe] A#Ado] EZAHA] gom EA)o) Folo] AdAlS §A|5)
U IVE AR A5 A3 F49 FA8S Eded + Utk
<X 6> 3IAE “«1 ARE HYFa Qo vuE At 2 (1)
P HIEFRA AL FFEAF O FERE A GHFEE o8t A 8)=
FAS Ao} Y35 IVE AHESHY 2] (8)S AFAS 2HE 4 Al
A3kt

3| AEA A AT FARFIL BT ()Y @S A JeE
Ve 1917 A A7 QI digte] duldite B AT
AHRE FRAANATIL ATHHAF[2001]). °1?«1 TR} FAF}
Hop ZH|Ee AML o]E o] &g S-S F4 Ak E7A
oF QI FAHRS 71 WA= v AS Eo}@l g 4 QUTHF

24z),

ioEL

R oo Mt x

: b

1) 9 Sl TR (IR HEAD, A £ A
= A9 : &
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CH 6) W8M FHZADE): Y 29 2H (random effect model)

i FARS
(1 ) 3)
-0.0517++ -0.4289++ -0.0487+
log(S1)
(0.0026) (0.0019) (0.0021)
0.0064+++ 0.0110+++
log(H2)
(0.0019) (0.0022)
] 00148+
AGIE T (F 1)
AR (0.0026)
- 00224+
PALELE A= V)
]-I—V‘l‘ ( ) (0.0062)
R’ 0.6928 0.7689 0.7456
EZAF0) 0.586 0.656 0.0610
F 1) AGaEEE ol 4e5E ASIgel LT Ae
2) TFHF(AR ) RITAHIAE)E AMES AGYS e
T E 1% -2 A (significance)S LFERY.
B =1+ ~/t, (10)

2 (10)00 <3E 5>l Yehd 1919 et APgA| FeelS thejste] 7
i A ERATE 0
A7le weluete] B Ak LA wE R BE sol ALl
&

Agsh AgA oz wwaly) & 2wl Aok
WA A4S FHRGTL RE AN BAHOZ FoIF Wl
2 7HAE Aoz Yeht 2440 ZgE A wse] 27t 59 A
S AR A 2] WA o] F45 190F APuREAL Frkee AL
& ok oleld WA NEAEFER 2N AT, FY
2 A7 T FEoA HAHS HAHOE uHs e B
WRA APTAE 2T W AR Aol
12) Kim(2003)9] A% A7Ad o] ot F43L 0552 £ A7 FA3k w8 oha

S YEbs
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TL9 TAHEfFAA AL REAH O FE
A (8)S AT 257} 001482 UEpGon o=
SE VIR A5 FEETFE 002242 YEY F £4
7h 2 Holth o]y g AMdE =AY :'@]H]E]r%“éz‘_
/\} A FEE AGYFETE 24 AR TS BT
Aok F A (@)lA Bxo] 9
(error-ridden variable)d 7% Y=o} @A}3} Tho 7
(Cov[E (i —P&)]= -dvar(€y))7t A =1, P extz €
Rt BHFGR (¢) Atoldll olefe] BAZE AEIT)

oy var (F)y
E@) = var (F'); ¢ (1

fl
\
>4

b

)

AN

o

to

N

oo
|

of

714 var (F)x2k var (F')«= F+ F'o] 205
F=F+£9] AN var (F)p>var (F)po] Aysted ¢ & 2054
ol Blgted 00l 747k FHp<d <0)2 7HAA "k TEY IVE AR
A% Y39l 0313 7] AaTAE SR 231 2 (1) A9) 2

>
N ot



132 KDI BuRM% / 2004. 11

& AFFHol dojuA gtk Vel g FAHRSFE BHFHARE
ZHFstaL T uElR A AL REAR O FEE A9 R AR
WA T ] H|E(signal to noise ratio; SNR=var (F)/var (£))S T35
A 1.9470] Ho T HIERARA REAR O FEE AT E 74
o] of 33.9%7F St 3t Aew FAT 5 v

2. =X Hoo ZHON 2 wBNY BB Bt
<E 6ol M FO IVE A8 97849 232 olg3te] ohejel 4
of wet 7 o] eARAS Avstek

b, = s, - (@ +7logh, +X S+ F,

~

~
—_
NS}

~

[e)
©
A Aol ©2 23k (residuals) P2 & = Utk
Ay elo] 1Y &I fixed effect)e] HENE 7MR= ny=b,+; & B
UElE R o] AZte] Aatol] wet Btd A-F- E(1,)=E(b;)+E(Vi)7F
Aok o714 adke Foell Yl E(yy,)=0°l22 A= E(n;)=E(b;)7F
ok 2 (12)2 F29 2E A7re] Ao wet Hdd A9 A

(28 6] 2] (12)°] 23] AAFE 1994~20000 3] 7+ 2] 191 Ht
AR ¥ E HoFr (29 6]o] YeEhd o] AS &AAH
olo] W& 87650l FFHRE 469N 0F 78.39096.97H(H
TE2XEFARH S HHol FAHH] 9 94.6%7F 232 A== I
H B2EXE /Rt EXEEE UEille WMo R &3] AREsteE AY
AT 745 1 3ol 0.02990] EFste] A o] Wil TSl &
EEo JS Syt

71E9] date AguFAe FHsl 75e S5t dl o AT
ARl WhHQl WolAl, AYAF, "HSAF, K-PAFTE AHESHAH. 1
Hu 7129 A7) 7HA= A= AR A9 d¥S AR
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[d2! 6] =XHFE(net fiscal benefits)2| =X (EB) (1994~20004)

101.7 [
102.8 |

O - M ¥ © ® O - M T © N O - N T O N OO N T
L © N ® O O = M ¥ W O© N O O = A M I W I~ 0O D O
N N NN N © 0 ® ©® ©O © W O O OO Do D O

Yl @A Ak Apolth
SARRY ) GRSl A2H BE} FaF ol4E 2
7) A THee] TbEE B8 AZHRA, =oe) AE 918
R el ARAAGATL AelH o AN o 02%
AR AL s el A4 AD VLS 1L, Ly L L
8

3
i

2,3, 4,5 63 {1, 3,6,2,5 4= 7}79:3—}74. A AYAFZ 49
T S VA EARE Y] EHEEE oS ¥ 7 Atk 19y A
Ao ¢ AYAX A o A2 F] A7} dFo|M LEZOE o|F
SHAXN(L—L;) AR o] S7hetal e ¥, F WA A= A7
Aol A7)0 o] AT A A HEs 2] FETh o)} d= o
A9 ATl B Aol H

o
o
£
)

m

T,

T
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Akl wHA 9] APA] o) & a1Eate] BAE B9 FYANA 7k
TIHES 1907 wFA7} 2t FHEHES AFA7E & AolBg w
A A A FRAATE FRT RS oG 4 Utk o] u
Aol A2 A see ZgHele FPsls flsl st ddoltk

o 7|A E3] stoof & He nFAY A2 A HyHH AR
o] Mg3 sfeelty. &, HH FIANA Y A dFAH =T 9A
St AAAAT IS W ARFEIE HEte wRAe g% AYH
HeS A Skl ¢l

AgAe] Beroz AYHE YRGS wRAZL AYZP A5
2 HBHOR T A% AYF Al vigkslor BL dr)at
ol 4 (1214 £APAe] HFE IVE TPk AR 2

o We RGN THAD Yrke ALEE ¢ 5 ok
2o &

=
FABE ) XA REE AHE] 98ty 72+ Fo] EAFHEYS
Aw/gol] FABIAT [18 71 AlAA R AHE o FAEAGEG
ot 471 B3 et e i o) k) W&o o] 4
Aoz Aguefo] ke FYE Hola ik

2
AFAHA AP HeS B} AAHoE By A3 v e
7t 7VsA] E(SWM; spatial weight matrix)S J&3FAT N7l ]
A GA 7 EANG 7S SWME NXNO| o] Hr iF3} jajo] g
Zx(element) = w;; E FAETE A7|A w;= AFAAGEA (9} jo A
2 48s B, vheF 9k j7F 2RI A9Y BE w,=10]1,
%A e e w;=002 FoFH L4

SWM= o83+ A Ao A4 side o}o] Moran’s I F7
Aol o3l vebd 4 AthMoran[1948]).

o ol

I = (N/SPLE, X w221/ 5,2, (13)

714 z=b; ~b ©1 3L 8=, Zw,olch.

13) & a7ANe 9D AR AHel Qo] WAz E AHE AT e =
A7) 2ol AA=d,

14) B Ao AL&H SWM-2 134 A (first-order contiguity)ol] Bl & SWMo]
o 24T #Hg tefst SWMe HEl= Anselin(1988)S #2E 4 Ut
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[28 7] =MZEA XN 2 B

o9

Hal Fiscal Benafni
T-480
- a4
- a7
=31
- 36
=102

FAA A o] AglAo 2 U3 fH-E Holx] &8 S Moran’s 1
9] 71RZE2 E(I)= -1/(N—1)°ll ZAFSHAl Fth Moran’s 19] ko] A&
E(F, PE(), =AY A A2 X}ﬂ”*‘&"é(posmve spatial
autocorrelation) S 7FX| Al ©t}. H(H)Q AHF A7 )1dHAdS B Ao}
FAR o] A B A o] FAgA o] e A jo] =A8HA
o} A ks 7HAA 2 FEo] e As orsith S &A%
= 2 AY7)8, & A9L & 2978 A F
2} o|A |}, o]} W R I<E()e]H F(#1)9] A
2 A7)FBAgo] EASHA Ha, o] S w2 SABHE 7 AY
9 2 FARTES 7 A j7F AR s e AEFe] vE
ok A A siEglo] gloke AF7HEstel A Moran's I+ 25 AIAE
%_}E%X% UoH o] & o]gdte] AT AT FHA ] thEH

-
ti
i lo
= ow

(o

o
hoF &3 Akl Hl*ihﬂ NP H} 7eS BATHoE 53
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CE 7> XE|& R7|AEE (Moran's 1): EF

"o I E(I) sd(I) z p-value
TAgHY 0.129 -0.012 0.086 1.636 0.051
O, A9 7F sAgE Y A 27 1he AdaEBAE oFsfof gt
ot Wi E AFFHE ] )50l v B, AT o] AT A
Ao met FRE Yeiue EE5S HolAl 2 Zo|th [1E 7)ol Y
Bl g A £ LT 9] Moran’s 15 T3|E 27 [+ 0.1299)

#e 7o 22 EAXE 1,632 YERGtHE 7 X

L o2 712 R ok (p-value=0.051) 10%] FolFrEs 28
5 BARH R Fou|gt ghs 7HIt:

e AY T Az sAE AT aRAe FHA ol HFo
2 Fa Atk =, A o] AR A3HE BHOFE 1l
Aol AHE Hrletr] g e Aol ARESE AFA B
FE S4PHLS vFsithe Atdelth SRS S5t 7 A9
AYUAT7E 0.0292 Yeht 939350l ke FAE

A8 2x5 18T B AYATE SHE Fe EHTEAE BT
st AP A 27143AdS SHSHE Moran's 171 (%) #3228
o4 AR B AZ wet I3 A=A Hol=
Ao E ettt oleldt AMHE H]Fo] HeY wRAA LY
= A¥HoE Fsta vk &gsr] §

T G99 AR AR S
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As2, rel=e] AN A=Y -vE 2 35 AR -, TAAAEE, 1993,
AAE, TAGaRA Y T2 3 AN, SdaEAAT, 1999,

L FmaRzEg AR, S$EEAATY, 2000a.

L TAAA R Y st wE AP EAA RS AR, dmx
Al AT, 2000b.
, PR EA Y] g9sl g ek A, S2AATFLY, 2001,

A, TAG A #H5A AP YHs aRidA: SHAYEA S =95
FAOR,, ST H 1999

A - HAS - AR, "ABARZZA RS FHA AREHS a9, (3
A=, 2001.

2t AP AFEDI, FEE®), 1200335 Akt A=
53, ST, 2003,
A

P8, A A2 gA ] Hes 2 J8 aaEY,, TEeaAl, 1996

Hreht, FAM R w2l o) A, TAE =R, 1990

L TAAAEA o] AR i ASEA,, TR, 1996.
, TARIFAA Rt 2HuFEAES] 2HE HludT,, TAEEH,,
1999.

HReht - o] T4, reEuEl A Edsl AEleh AAEA,, AE=R.,
2001

g, AR A o] sl 9 AEe) a2, TS EAT, 1997.

MAA, TEAIAXGA o A AR} AL JEA T AL, A YA
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