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An Analysis on Tax Revenue Data Errors and the
Effects of Financial Allocation Distortions due to
Acquisition Tax Revenue Preservation of Local
Consumption Tax

Joo, Mansoo*

Abstract

This paper analyzes the nature and allocation process of the local consumption tax for
the acquisition tax revenue preservation and its ramifications on tax burden ratio and
intergovernmental financial allocation. First, through the characterization, it explains
that a local government would not recognize the intergovernmental transfer preserva-
tion, which is about 40% of the local consumption tax, as a tax, and the remaining
tax revenue preservation as consumption tax, even though it is classified as con-
sumption tax. So it barely function normally as a tax. Second, by comparing analytically
the local consumption tax of Statistical Yeatbook of Local Tax with local consumption
tax amounts reallocated from the central government to local governments, it is found
that the national tax revenue data misses some part of the amounts. This causes errors
in the calculation of the tax burden ratio and national-local tax revenue ratio, which
are important indicators of Korean tax policy. Finally, it shows that intergovernmental
transfers from provincial governments to educational autonomous entities and to local
governments are distorted so as to be unfavorable to provincial governments, which
is caused that the transfers are calculated based on wrong data of local consumption

tax. Based on this discussion, we derive a policy implication.

O Keywords: Local Consumption Tax for Acquisition Tax Preservation, Tax Burden
Ratio, National Tax-Local Tax Revenue Ratio, Distortion of Financial

Allocations among Governments
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