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Abstract

A Study on the Role of Local Adjustment Grant in the Inter-governmental
Fiscal Relationship

Choe, Byeongho

The purpose of this study is to suggest an implication to the current debate on the tax revenue
inequality among local governments which is expected to be appeared as the result of the local
tax expanding policy of the president Moon’s government by analyzing the role of the local
adjustment grant (LAG) in the intergovernmental fiscal relationship. The main findings of this
study is that to understand the fiscal consequence of LAG, one needs to figure out the role of LAG
in the overall intergovernmental fiscal relationship. Even if the LAG is prepared to resolve both
the vertical and horizontal fiscal inequality in a province, it substantially redistributes the fiscal
resources among all local governments through the local share tax system. This result implies that
a very deliberate consideration on current fiscal equalization system is required before discussing

a new tax sharing system.

Key Words: Local tax expansion, Unequal tax revenue, Shared tax, Local adjustment grant, Local
share tax



