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Abstract: Political Economy of and Agenda for Reform of Grants—in—aid System in

Korea

By Kyung—Hwan Kim, Professor of Economics, Sogang University

This paper seeks to present a critical overview of major issues surrounding the ongoing
debate on reform of grants—in—aid system in Korea. After a brief review of the theory
of grants and the practice in Korea, a set of key issues is presented and analyzed from
a political economic viewpoint. The issues range from the proper role of block grants to
the consolidation of education and police into local government finance. The contrast
between the views of the ministry in charge of local government affairs and those of
the ministry in charge of national government budget is highlighted. Then the directions
for reform are suggested within the context of achieving realistic decentralization of
functions and finance. Specific recommendations are made for each of the three

components of the current system of grants—in—aid.
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