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Abstract

For activation and institutional settlement of local autonomy is ex-
pansion of local government's finance required. Especially vulnerability of
local finance and heavy dependence on a state is a crisis of local auto-
nomy. So the success of local autonomy depends on the power of local
finance (“Finanzhoheit”). Even if the concept of governmental grants is
diverse, it is used as a narrow concept in this article.

The function of grants is cooperation between the central and local
government for performance of national policy, local development by finan-
cial aid, and specialized strategy of local government. On the other hand
there are several problems, for example inappropriate calculation of grants
rate, fragmental grants, unfairness of test criterion and selection of objects,
insufficient participation of local government in the national policy and
heavy burden on the local finance etc.

In consideration of comparative law, is several improvement ways studied.
Particularly the japanese government has pursued financial decentralization
to solve the crisis of local finance. Through so-called “trinity reform”
come true sound local finance and financial autonomy power of local
government through abolition of delegation of national tasks to the local
government, a new rule establishment between central and local govern-
ment etc. In addition to strong financial independence the japanese govern-
ment has tried to strengthen the finance decentralization. Unlike in Japan,
government grants become to be a useful means in similar to our situa-
tion in Taiwan, because financial deficiency of local government and finan-

cial difference exist. In USA and Germany as federal state is so-called



“horizontal financial aid” between the states (or Linder in German) settled
down. But it is common that in many developed countries reinforcement
of local finance and finance autonomy of local government is in the
mainstream.

In conclusion I would suggest that expansion of local tax revenue, trans-
ferring the national tax to the local tax etc. must be propelled gradually.
Also blocks grants and horizontal financial aid would be introduced to
korean local financial system positively. Regarding to the function of the
governmental grants, participation of local government in the national
policy is ensured sufficiently. In relation to this affair, local financial com-
mittee need to be installed. Finally we must try to maintain transparency
and fairness of local finance institutionally, and make sure of openness of

local finance and participation of the community.

Key Words : governmental grants, financial autonomy power of
local government (“Finanzhoheit”), horizontal financial
assistance system, financial decentralization, participation

of local government
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