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Abstract

I . Background and Purposes

[ ] Most of local government have been suffering from finance
problems. This is from the deepening of central dependency, loss
of pricing function of the local government tax, weakening of
financial responsibility of local governments, lacks of interrelation
between local economy and local government tax revenue, and

inferior structure of local government tax source.

[ ] The fundamental solution to these problems would be decentralization
of tax revenue. Even though the transfer of many central
government functions to the local governments, there are no
transfer of tax base to the local governments. There was an
effort to enhance financial health of local government by imposing
new taxes, local income tax and local consumption tax. The

effect of introducing new taxes is insufficient until now.

[ ] This study seeks for problems and suggestions of current tax
law for local taxes from the view point of enhancing financial

health of local governments.



II. Summary of Content

[ ] By amendment to the Local Tax Law in 2011, introducing
acquisition tax resolved the problems that are double taxation,
taxpayers’ inconvenience and administration costs from reporting

and paying twice.

[ ] Combining the previous acquisition tax and registration tax
generates the increase of tax burden, duplicated tax rate structure,

compliance costs.

[ ] To resolve these problems, this study suggests the reorganization
of tax rate, tax system based on tax requisition, the decrease

of tax burden through reorganizing objects of taxation.

[ ] Current local income tax system generates the limitation of
carrying out tax policy independent from the central government
and does not cut the relation between reduction and exemption,

and tax credits of the central government and local income tax.

O These problems are generated because local tax is sur-tax.

[ ] The discuss of the limitation of local income tax is necessary

from the view point of benefit received principle.

[ ] Change the surtax system into independent tax system would

endow with tax autonomy of local governments.



[] Current consumption tax system has problems, such as issue

of index for the distribution, the appropriateness of joint tax

system.

IllI. Expected Outcomes

[ ] This study suggests the way to enhancing financial health of

local governments.

» Key Words : Local consumption tax, Local income tax, Local government

financing system, Taxation Sovereignty, Taxing Power,

Shared taxes
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