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Abstract
The Effects of Tax Concessions on Welfare in Korea Local Governments

Park, Kyoung Don

There has been criticism of the lack of local welfare expenditure due to both extensive tax
exemption and the shortage of tax imposition rights in local government entities. Different from
the previous literature, this paper instead tries to measure the Tax Concession effects on local
welfare, by putting both the ratio of welfare expenditure to the total local expenditures and the
expenses for household as two dependent variables. The constructed research model uses the
panel data of 226 local government entities from the year 2012 to 2014, using Panel Quantile
Regressions.

Local expenditure, tax exemption, and tax reduction have a negative effect on the ratio of
local welfare, while they have differential effects on the expenditure for household. An increase
in tax revenue negatively affects on local welfare, as tax concessions rates positively impact on
local welfare of the local entities with a higher welfare level, that is more than 50% of welfare
level. A clever application of tax policy tools by local government should be requested in order to

boost local welfare level.

Key Words: Tax Concessions, Welfare Expenditure, Panel Quantile Regression, Local Government
Expenditure



