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CE 5 AYWFA QMEE MRt AHAE HHSOf T

—

rok

bR

Panel A. Mi&tE AMEIE(HLE]) HMx[of wE olzf AMEE HHS

el QIMEIE
294 91 385
AdE )
did= Ade (76%) (24%) (100%)
AE= g R 0 20 70
(71%) (29%) (100%)
344 111 455
x ZF Zho] g #ESH| Q) Hlx, ZEote] zhe A #=A] M| HE&

Panel B. M& 523 ol ME|(mHE]) Mxlo| wl2 oj2f olMEE gt
e olMElE
B (11134) (8?934) (1})&)
A= QA8 82 264 346
(24%) (76%) (100%)
94 361 455
7t 7he] e BEA 9 WIE, Buore] ghe AA BEA div) ¥ &
Panel C. THHE| Mx|Qf AL BHSof CHEH CHHZEREM
M2ts  Prob(Hdmal e | AEIE)  Prob(HdmaldE] [ S dE])  diff - stat
81% 85% —4% —0.88

MZEE3t Prob(HA=EE | AAE|E)  Prob(HA=slLE] | L H)

27% 13% 14% 287"

1. 7439 A2

7t wEA QIMIEIZ0 chgt MYstEa MEsEst 9| H|tHEH Btg

<3 5>9] Panel C= A7t AFetuA s 7HS WG o] AABAE B AR o=
AT o] o, SYuset 5 7he] B (association)o] FEFE WA & A=
T2 ¥ F(covariate)®] F&FS WISHA] X ke AV EASCL weba] BEw Al sid
AX o dFE 0] F oz dE s kit Q5SS FAS i AR S Bl Bt o
ok B4 AR <& 6> A7) Al 2 AlE didE Axe F7] djdE o] #AE A
¢ AR ATt BEP(1)S NG9S dAdEol v ¥R 2(1)S F3 3 Aol
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AMOUNT, = A7) AYsdE] 2 PNT REV AMOUNT; - ¢} 593 #AS Holx]| &=
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(HE 6> A2uA m{E| Ao ot XA HS
(1) @ 3 @)
Dep var : PNT_REV,; PNT_REV PNT_EXP, PNT_EXP
_AMOUNT;, _AMOUNT;;
PNT REV;,— —0.073
(—0.37)
PNT REV _AMOUNT;, - —0.036
(—0.68)
PNT EXP;; —0.555™"
(—3.09)
PNT EXP_AMOUNT;,; —0.230"™"
(—4.98)
OEXP;, 1.794 0.273" —5.749 —0.006
(0.44) (2.42) (—140D (—0.34)
LEXP;, 7.689 —0.132 0.542 0.002
(1.32) (—0.83) (0.10) (0.09)
SPREE;, 0.898 0.015 0.690 0.001
(0.89) (0.54) 0.71) 0.21)
LEV;, 10.434° 0.325" 9.045" 0.034
(1.90) 2.27) (1.86) (1.49)
SELF;, —0.832 —0.075" —0.660 —0.001
(—0.73) (—2.37) (—0.61) (—0.24)
VOTE RATE;, —1.880 —0.031 1.576 0.004
(—1.05) (—0.59) (0.86) (0.50)
POLL RATE;, —0.451 —0.004 —0.500 —0.005
(—0.63) (—0.19) (—0.72) (—1.39)
RULE_PARTY;, —0.045 0.002 —0.084 0.001
(—0.29) (0.48) (—0.54) (0.70)
CONS_PARTY;, —0.132 0.003 —0.125 —0.000
(—0.82) 0.62) (—0.78) (—0.20)
OLD;, 0.091 —0.023 —1.651 0.006
(0.05) (—0.40) (—0.85) 0.67)
POP;, 0.491™ 0.017" —0.218 0.002"
(2.32) (2.83) (—1.12) (2.26)
Constant —4.188 —0.149" 1.704 —0.031"
(—1.30) (—1.66) (0.55) (—2.14)
Urban FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Number of Observations 455 455 455 455
R—squared 0.143 0.175 0.059 0.090

* Robust z—statistics (t—statistics) in parentheses in columns (1) and (3) (columns (2) and (4)). (*** p<0.01,
#x p<0.05, * p<0.1)
7) Wae) HOE <F 359 FAE B
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CE 7> MY mdEQ MZE HEEQ 4% Jg =4
Dep var - W) @)
b e PNT REViq PNT EXP,
PNT REV,—; —0.069 —0.165
(—0.35) (—0.85)
PNT EXP;,—, 0.060 —0.563""
(0.36) (—3.12)
OEXP;, 1.842 —5.737
(0.45) (—1.40)
LEXP;, 7.625 0.406
(1.31) (0.08)
SPREE;, 0.877 0.650
(0.87) (0.67)
LEV;, 10.444° 9.241"
(1.91) (1.89)
SELF;, —0.839 —0.745
(—0.74) (—0.69)
VOTE RATE;, —1.873 1.466
(—1.05) (0.79)
POLL RATE;; —0.457 —0.537
(—0.64) (—0.76)
RULE PARTY;; —0.046 —0.084
(—0.30) (—0.54)
CONS _PARTY;; —0.129 —0.145
(—0.80) (—0.91)
OLD;; 0.087 —1.662
(0.05) (—0.86)
POP;, 0.495™ —0.201
(2.35) (—1.02)
Constant —4.248 1.802
(— L1301 (0.57)
Urban FE Yes Yes
Year FE Yes Yes
Number of Observations 455 455
R —squared 0.143 0.061

* Robust z—statistics in parentheses (*** p<0.01, ** p<0.05, * p<0.1)
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Asymmetric Policy Compliance to Incentive Plan

of Local Shared Tax System

: Tax Collection Efforts versus Cost - cutting Efforts

Sun—Moon Jung” - Hyorim Kim"™"

<Abstract>

The purpose of this study is to explore potential reasons of policy ineffentiveness of the

incentive system of the general revenue sharing (GRS) for local governments. In this study, we
expect that there would be a significant incentive effect on costs cutting activities, over which
local governments possess a wide range of discretion. On the contrary, we predict a weaker effect
of incentives on tax collection activities, since local governments have limited appropriations
rights for tax revenue.

The sample consists of 455 municipal—year observations during the 2016~2018 from 155
municipal governments who receive shared revenues from the central government and are
available with incentive data on Local Finance Integrated Open System. Empirical results show
that the penalty based on cost—cutting efforts in the previous year is negatively associated with
the penalty in the current year. This suggests that penalty treatment has a significant incentive
effect, leading to local governments exert higher efforts to avoid further punishment in the future.
On the other hand, we do not find a noticeable effect of the penalty on tax collection activities
on the subsequent penalty. Combined, these findings support that incentive plan has a significant
effort—inducing effect on cost cutting activities only, over which local governments have a wide
range of discretion.

The current study contributes to the literature on the incentive plan of GRS, which has provided
only an inconclusive evidence on effort—inducing effect of the incentive plan. This study provides
a potential cause of policy ineffectiveness by focusing on local governments limited discretion to
alter performance indicators in tax collection. We also throw implications to policy makers. Our
findings suggest that incentive plan on tax collection activities may not realize its purpose, given
that the local governments have limited authority on revenue expansion.

<Key words> general revenue sharing(GRS), incentive system, revenue expansion, cost—cutting

* Ph.D. Candidate, Seoul National University, sunmoonj22@snu.ac.kr, First Author
#* Researcher, Korea Institute of Public Finance, hrkim27@kipf.re.kr, Corresponding Author
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