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The Role of Local Governance on Overcoming An Emerging Local
Fiscal Crisis in Korea
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Local governments are able to allocate resources efficiently and effectively
when they were given adequate local fiscal autonomy and own fiscal resources.
Unfortunately, when local governments excessively depend their fiscal resources
from the central government, while lacking their own fiscal resources and
proper institutional and political monitoring systems, local leaders might have
incentives to engage in moral hazard behavior, resulting in fiscal inefficiency
and unsound fiscal practices.

In this paper, we argue that the current emerging local fiscal crises in Korea
are in large part attributable to the lack of local governance system, resulting
from the lack of fiscal autonomy, heavy dependence on central resources, and
rent—seeking behavior by local political leaders and bureaucrats. By comparing
and contrasting the causes of local fiscal crises experienced among the United
States, Japan, and Korea, focusing on local governance perspective, we attempt
to draw policy implications concerning the possibility of local fiscal crisis and
its proper management in Korea.

Above all, we argue that the central government should provide more fiscal
resources back to local governments for a proper functioning of local fiscal
autonomy. In return for that, we also argue that local governments must be
responsible for their own fiscal soundness based on transparent, responsible,
and efficient fiscal behavior. To instill local fiscal discipline, we suggest that it
1s worthwhile to consider an introduction of municipal bankruptcy law, which is
implemented in state and local governments in the United States.

Second, we argue that local governments must establish a proper local
governance system to avoid unsound and irresponsible fiscal behaviors by local
political leaders and bureaucrats. Likewise, we argue that active citizen

participation in local fiscal affairs are necessary to promote local fiscal
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discipline and transparency. In sum, local governments should exercise proper
role in introducing workable local governance system by actively interacting
with citizen and other stake—holders.

(] Keywords: Local Fiscal Crisis, Governance Failure, Local Governance.
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AANG A7 Aol whel FRA 2487 7 E7] wjEe] 1 S gt R A oe]
© ofdrh. divksld A 71 Yehves At Ao g olsfd IV 54
227 o A 71 ® olafd A1Vt wheh #Re] debd 4 vt w=e] A%
AR, -2 vheket ‘”E«] 35 A slgetta & & Sl

ARG A7 E ThEs aRlel| oal] AW FFAR| 2o tiek AR A8 AEHH R FIte
ARk, AY7IRE e AL22EH L o]d njX|A] Rslo] AEAQ1 A o] Yep Ay
A e So R TRl A AR sk 4 oR Holsta dvh(FAlr], 1998).
Fole] ofulol A A A7 AP LE (fiscal distress), A% 9171 (fiscal emergency), A7
4k (fiscal bankruptcy) &2 F-2& 4= Ath) . AR A, AF 7], AR A} o7 &
AR o= Zlgdrta AWth(Bradbury, 1982: 33- 44).
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Bradbury(1982: 33)& AAGH S "dAite] A stel"a) "AlWle] A qted’ez At
o} dlake] A S AR GEA L] oike] @A o w FAHE S o) FA] X HHE
et ANle] ARt e AR FFME A FES FAE7] Y8 B ARG AU E
ejdtt, &, ALxGT FFA 2 Aol FH e et Fosta

A7 9171 (fiscal emergency) = A G o] Al&Elo] ol AHEH AP A 52 oF

H

£ ol & gle dHE wIdrt. m= AR (Government Accountability Office,
GAO)o| W2W "AWARGA 7} FFAIH 2~ de g5t ddAoR e A Ras 4
Uathe A2 Fojdth s ARl # J2e 2AFEY AR (maximum
taxing capacity) & 7|£22 gt} (Cahill and James, 1992: 92).

A ke A g Eolg AR A7 ool FLE) T S §lel
AAXGA 7} A o2 AFA7E FHE 7 e AHE werh vae AUabE (9
el A kit 71 A FAAA FoE el Aok ARAXGA 7} 2a2 A

3 A7 Bl AL (fiscal distress), W5 (fiscal distress), AH$7](fiscal emergency),
A3k fiscal bankruptey) 2 ER3PIE it A AE-E AP 1T A FolZ AEHA
v HwE ©@71d A AFR] B EHE Tel, AuEe ARgEEtes & o A%
o e BAE e ZAFeln, A71A wddA e Y-S £3¥ITHKohha, Weissert and
Kleine, 2005: 314).



< AdstezA Ay stitel AHET. oo PAE A sk

AFesE S Fetn ok B3 F(state) W2 AR 1R WE
WS Adelr| = gtk Aelshd, A ke A 71 AFEA Zﬂxéx]%ol A &HA 0
2 Hoju HAolth, AFAATL FAE ] EFA A AF Al
7] Arelgl Aojdcl w3k A uAke G Q7] AstA] zkE o

w23} el 4937 247
A7 A oAl FEH U A%
)BT A (974)e
¥3] (Advisory Commission on Intergovernmental Relations, ACIR)4) &

AR A o] AP A7E A E F e Ttel=delE Ageta gler 2
A, RS Bold, A, Ala, daRE, 7 AdRHE T AN 3 A 437
ol AA, T EH, 0437@%0 L7113 Eold, YA, AR Ad= F Al
do] 10%5 23ste F&7A solth

ARG ol <3 A H Ao Aotk A
A7 AR A S shal s AolA gk

Avuy oert 2o n2e AR el A%
Folg adaly] e ME B4 T4l 49
o] ZAACHAHA, 2001: 228). PIFHR 2+ AR

T 57t

o o
& mlo

Fl

dlo
<l
N
N
i
.

rlo

QgshbE (99)5) 0] uhel A YA &
B glofolit A g5m sjol=elele

_|_4

[‘

O 2ok AR, A A o]ooF gtk EA, FHAA AXEA7F A FARA ] 2}
Aol B3 1gstofof gt AA, AAGFA7F A &85 (insolvent)o]ofoF gtk WA, =}
AGA 7 AT A AT &S 7E 3 glojof gtk tiAlA, TiE Aol A
Azt 48] WA Patofof st Ui et oiAlA edE nd o ad A AR GA =
A o2 ATt A R A FAlet AR FdsalEd st e s
ofo} gtk (ZL_EHXﬂ, 2006: Frey et al., 2007).

4 e o AP7le] AA71Ee ACIRAA 197390 A 217178l 3

ARste], 6714 84F AHdEe A2 AT © 71 44 ]
@ FATE Yo HlE] X|zo] AEH 29E o, Q) feAtl vl

oA 7o 25E @] ARG ©@7] ATl g w|R]ge] S &
% wod W, ® d/dA x& olf= RHA AAA A7 st

FHE 71Es 73 (S5, 2009: 62).

5 w= ‘1’3‘:‘0L P2 18980l A= AAR A S| dikzge 19340l ZI= AT F(state)
o 4 ol FElR 1937d MFHATE AR DA Q] st FEZzE2 AR T 2]
A7 §7§ adJustment of debts of a municipality)S> ZF o= it} dakdd z3e el

AR GA 7} A ohibE —4 A=otel ARk} FoJshHA AjFe] g T AP =R
A ARAAGA L] 1f7)5S A s Aol FEHo|t)
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A Fe GAE B A itold A=
of FANA 5, dA e Al we} FAIE e
dde] FHolt. FFEAE WA 2ol AEETHHE FAT 5 (I7] fiel dx
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FA A &S 7R vk BAEAR] EERAL 5%, 712DA AFEE 20% =
A o

=

kAl A st AZl2 ALY AR EE
Al AT 2714 A 1EE vkt A4
HE AN A AR ot 971, TA-ASAE A S E 3

o 2
o AR B ED e DA &, AFAAAA & DDA & (3D B
iy

WW'o] ‘AR A ] Bet WE 2 uly
Aoz t-gaty] Y3t AAleta & 5 9l

e

}‘7 1990w ol ABAEH Hg 2 ol
A AR A o) FAEA A 7S

[e]
< A&zl sl M?J&ﬂﬂb_i~ 1‘%211% <A

2008‘21 71 frakElAlel Az 1 < o 2n AdAAAMEE 703.6%, AL

& 705.7%, BEAZAHHEL 42.1%, Z}Eﬂ HHEE 1164%% JASL ot 7 Axd A%
ZH‘Eﬂtﬂr 2R AvEd vt 2o AAAAME AR AA7IE / 27134 81%)
< 20% / 15%, QALAAAEAWNY7E / 271A818) 2 40-30% / 20%, 2AEA
vl (B 7T / 271A48715) 2 35% / 25%, REve(E1Rds1E) L 350%%
Tgeta vk AAAAR L HAEREEHIEAS Sl Al AT MBEAR (3K R DRRA
AR TRIEE, 2010). =3 T3skr= ARSI ARF-E11E2 156.5% % T3t AE 4
71E A&E Bom dusta (A E4lE, 2010. 9.18)
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A 1990t Eo] ol AMAAZ(From Government to Governance)”, “A
W F-ol A 2AAMIAZ(From Local Government to Local Governance), 4§l
= AMd=(Governance Without Government)’, "AMAAfE A4 (Growth
Without Governance) olgbe REol AR9] ngale <o F2thrt #dr| B3t &
AE Ao #4385 A tH Andrew & Goldsmith, 1998; World Bank, 1992;
March & Olsen, 1995; Rhodes, 1996: Peters, 1996; Peters & Pierre, 1998:;
Rosenau & Czempiel, 1992; Seldadyo et., al, 2007).

oleig gike Awdst wix] A¥AYE Bad v d BE WS TUaE o
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at7] 98 AF, FE7IH, APEEE, AARE] T Thdeke 4 :5‘_3}&—4 AR Aojdrt
(Meuleman, 2006: 2).
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