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Abstract
Bo Eun Kim / Hak Jun Lee

This study presumes that as social welfare duties have been transferred to local
governments, the efficiency of services will increase because local governments, which
are relatively closer to the people, can easily identify and satisfy people’s preferences
and needs (Tiebout, 1956; Crook and Sverrisson, 2001; Oates, 1972).

A government grant refers to financial support by the central government to execute
specific duties transferred to local governments. In the case of the social welfare area
that has a high universal welfare ratio, the influence of population increase on the
expansion of quasi-fixed expenses is large, financially suppressing local governments.

A panel regression analysis was carried out to examine the actual effects of increasing
national grants in the social welfare area on the financial autonomy of 226 primary local
governments, from 2011 to 2021.

As a result, the primary local governments of South Korea showed a significant
decrease in financial autonomy with increasing national grants in the social welfare area.

The following methods were proposed as methods for South Korea to increase the
financial autonomy of local governments while providing high-quality services in the
social welfare area: O Reorganize small-scale and redundant projects of local government
bodies and find effective new projects; @ expand block grants and consider reorganizing
differential grant rates; ® establish the minimal national standards for welfare projects;

and @ strengthen internal projects by increasing local tax revenue sources.

Keywords: Social welfare. national grants, financial autonomy
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