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(Table 1) Growth Rates of GDP, National and Local Public Expenditures

(voy, %)
GDP National P.E. |Regional+Local P.E. | Regional P.E. | Local P.E.
M. A, M. A M. A M. A M. A,
1972 | 7.2 | 11.1 | 10.8 | 15.4 1.6 15.4 3.4 | 13.4 | -0.4 | 18.4
1973 | 14.9 | 11.5 |-17.6 | 6.4 0.2 13.8 1.7 | 144 | -1.6 | 13.3
1974 | 9.5 | 10.4 | 19.7 | 5.6 5.8 1.7 1.9 1.6 | 10.5 | 1.9
1975 | 7.8 ] 10.0 | 23.0 | 9.5 18.9 7.9 22.0 | 9.3 | 16.6 | 6.5
1976 | 13.2 | 10.5 | 15.5 | 10.3 1.3 5.6 -3.4 ] 5.1 6.8 6.2
1977 | 12.3 | 11.5 | 10.3 | 10.2 28.0 10.9 30.6 | 10.6 | 25.4 | 11.3
1978 | 11.0 | 10.8 | 6.0 | 14.9 8.5 12.5 15.6 | 13.3 | 0.8 | 11.8
1979 | 8.7 | 10.6 | 20.5 | 15.1 27.9 16.9 29.0 | 18.8 | 26.4 | 15.0
1980 | -1.6 | 87 | 3.0 | 11.0 2.0 13.6 -2.6 | 13.9 | 80 | 13.5
1981 7.2 7.5 4.6 | 8.9 9.7 15.2 15.9 | 17.7 | 2.5 | 12.6
1982 | 83 | 6.7 | 9.0 | 8.6 4.2 10.5 6.3 | 12.8 | 1.4 | 7.8
1983 | 13.4 | 7.2 5.8 8.6 8.4 10.4 10.4 | 1.8 | 5.7 8.8
1984 | 10.6 | 7.6 | 4.2 | 5.3 19.3 8.7 22.3 | 10.5 | 149 | 6.5
1985 | 7.8 | 9.5 7.8 6.3 0.7 8.5 -5.8 1 9.8 | 10.6 | 7.0
1986 | 11.3 | 10.3 | 5.9 | 6.5 6.0 7.7 8.7 8.4 2.5 7.0
1987 | 12.7 | 11.2 | 9.2 | 6.6 24.8 11.9 23.6 | 11.9 | 26.5 | 12.1
1988 | 12.0 | 10.9 | 6.5 6.7 10. 4 12.3 3.7 | 10.5 | 19.4 | 14.8
1989 | 7.1 ] 10.2 | 13.3 | 8.5 23.5 13.1 30.9 | 12.2 | 14.8 | 14.8

1990 | 9.9 | 10.6 | 15.1 | 10.0 18.4 16.6 17.1 | 16.8 | 20.2 | 16.7
1991 | 10.8 | 10.5 | 4.5 9.7 15.2 18.5 12.2 1 17.5 | 19.0 | 20.0

1992 6.2 9.2 | -1.1 | 7.7 4.0 14.3 1.7 | 13.1 | 6.9 | 16.1
1993 6.9 8.2 5.1 7.4 3.5 12.9 4.2 | 13.2 | 2.7 | 12.7
1994 9.3 8.6 6.2 6.0 17.4 11.7 14.7 ] 10.0 | 20.6 | 13.9
1995 9.6 8.6 | 12.4 | 5.4 10. 2 10.1 10.5 | 8.7 9.9 | 1.8
1996 7.9 8.0 9.1 6.4 30.8 13.2 16.0 | 9.4 | 47.5 | 17.5
1997 6.2 8.0 5.2 7.6 12.3 14.8 12.4 | 11.6 | 12.1 | 18.6
1998 | -5.1 | 5.6 9.6 8.5 -2.2 13.7 -3.7 1 10.0 | -0.8 | 17.9
1999 | 1.5 | 6.0 | 11.3 | 9.5 6.9 11.6 10.1 | 9.1 4.1 | 14.6
2000 9.1 5.9 7.5 8.5 5.0 10.6 4.2 7.8 5.8 | 13.7




70 FEFELTE 69 A2 5

2001 4.9 5.3 9.0 8.5 18.1 8.0 22.9 | 9.2 | 13.7 | 7.0
2002 7.7 5.6 7.1 8.9 11.8 7.9 19.8 | 10.7 | 3.9 5.3
2003 | 3.1 7.3 | 4.0 7.8 11.9 10.7 6.6 | 12.7 | 17.9 | 9.1
2004 5.2 6.0 | -2.2 | 5.1 0.9 9.5 -3.8 | 9.9 5.8 9.4
2005 4.3 5.0 | 12.3 | 6.1 3.6 9.3 4.8 | 10.1 | 2.5 8.8
2006 5.3 5.1 8.2 5.9 9.8 7.6 12.7 | 8.0 7.0 7.4
2007 5.8 4.7 4.0 5.3 5.9 6.4 5.2 5.1 6.6 8.0
2008 3.0 4.7 1 10.6 | 6.6 9.8 6.0 7.4 5.3 | 12.1 | 6.8
2009 | 0.8 3.8 9.9 9.0 16. 2 9.1 13.0 | 86 | 19.3 | 9.5
2010 | 6.8 4.3 | 4.0 ] 5.7 -8.8 6.6 -6.3 | 6.4 |-11.0| 6.8
2011 3.7 4.0 3.9 4.9 2.0 5.0 4.0 4.7 0.1 5.4
2012 2.4 3.3 5.1 5.1 6.3 5.1 5.0 4.6 7.5 5.6
2013 3.2 3.4 3.0 3.6 6.3 4.4 5.9 4.3 6.7 4.5
2014 3.2 3.9 2.0 2.0 1.9 1.5 2.1 2.1 1.8 1.0
2015 2.8 3.1 5.7 3.9 6.1 4.5 8.4 5.1 3.8 4.0
2016 2.9 2.9 4.2 4.0 5.7 5.3 5.3 5.3 6.1 5.2
2017 3.2 3.1 0.1 3.0 4.5 4.9 2.5 4.8 6.5 5.0
2018 2.9 3.0 6.4 3.7 5.9 4.8 5.5 4.7 6.3 4.9
CAGR | 15.3 - 7.6 - 9.6 - 9.1 - 10. 1 -

S.E. 4.3 - 6.5 - 8.4 - 9.3 - 9.7 -

Note: 1) M.4A, is the moving average of 5 years.
2) Regional P.E. is the public expenditures of metropolitan city and province such as
Seoul or Jeollanam-do and Local P.E. is the public expenditures of city and county
such as Bundang-si.
Source: Statistics Korea (http://kosis. kr), "Summary of Financial Implementation (Ministry of
Economy and Finance) 3 and "Financial Yearbook of Local Government (Ministry of the
Interior and Safety) J.

(Figure 1) Growth Rates of GDP and Public Expenditures
(yoy, %)

{Regional+Local P.E.
Growth Rate)

e GOPEEE e GDPUTE MA VEFNE —INYE T M THY 278 —TYhE 37H2 MA

{GDP Growth Rate) {National P.E. Growth Rate)

Note: P.E. = Public Expenditure.

Source: Statistics Korea (http://kosis. kr), "Summary of Financial Implementation (Ministry of
Economy and Finance) 5 and “Financial Yearbook of Local Government (Ministry of the
Interior and Safety) J.
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(Figure 2) Growth Rates of Regional and Local Public Expenditures
(yoy, %)

{Regional P.E. Growth Rate) {Local P.E. Growth Rate)

JAYY —BAYEMA NEWE  — A MA

Note: P.E. = Public Expenditure.
Source: "Financial Yearbook of Local Government (Ministry of the Interior and Safety) .
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(Figure 3) The schematic of economic cycle : national level and local level
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_a0+251t77 t7]+2/82t77 t7]+€t (1)

—b0+253f—J t—J+ Zﬂu—J f—J+Ut 2)

e, % v, = 77t white noise error

2ol A 28A kA BEL (Table 2o £.oF AXSIAT 2]

AT R E A=A s A ABAE @ 4 BAe
s, b AAsh 2} ZH@ 7h AA S F A A Aole] AztEAE
% SRR 64 (127)) ©f SZhekA] 24

A

=

ww% 137) A eE 394 (7870) o] Qe B4

0.

9] S4of mek N2 e Aol vebd 5 e, wek AgEE 4w
=

(Table 2) Granger causality test models

Null Hypothesis Test model

— GDP, = (LU+Eﬂu JGDP, +E/§'m INEX, +ey, (3)

National public

expenditure NEX, = by + Zﬁ 3 VEX, i+ Zﬂu j GDP, ey )

NEX is Nanonal Public Expcndlturc

GDP & GDE, = a, +gﬂof JGDP_;+ Eﬁor JLEX, jtey ()
Total sum of local
public expenditure LEX, =b+ Eﬁ 70— LEX, - +Eﬁ8t JGDP,_;+ey (6)

LEX is Local Public Expendlture

GRDF, =a,;+ Y30y, ;GRDP,, ;+ 30y, ;LEX, ;j+ey, (1)
Local Economies € ht Eﬁl t=j t=j Eﬁ? t—j 4= T €

Local public
LEX,, b21+253” JLEX,

iWt—j

+ Z@h ,;GRDP,

it—j

. + 6
expenditures €y (6)

i is each region




47) QAAA ZA 7123 AP AETE AT 79

M
A

A
Mo

2. d=

k. ma Eai 7 age) 9elE 24 dR, 25U5s A9AE Alole) B
A% P2 94 AZSAL ool whet 7 W] e W @yt B
W4 ol el AR A4S FPeEs Y

72 27} 5] tigk ADF 99l 714 Aaks (Table 3o 22k
341 A3} GDPs} 27} A n) e SEud] vhelzo] EAelA ggtor), 1
olA] el B whelo] ZAeks Ao Uk old] mel W Alole]

Fpy
R
:(?1:1
N
N
2
o J
il
2
o
)
ro
rJ
,
it
X
™
w,f
b
M
1%
o
32
nw
£y
>,
o)
)
aS)
©
N
-3

o,

(Table 3) The results of ADF unit root test : national and total sum of local variables

GDP National P. E. National I I. E. National S.I. E.

t-stat. Prob. t-stat. Prob. t-stat. Prob. t-stat. Prob.

level | -5.975* 0.000 | -2.836 0.060 -1.746 | 0.403 | -2.936% | 0.048

Ist. diff. | -4.506* 0.001 | -6.909* | 0.000 | -7.395*| 0.000 |-7.555% | 0.000

Local P.E. Local LI.E Local S.I. E.
t-stat. Prob. t-stat. Prob. t-stat. Prob.

level -1.772 1 0.390 | -1.635 0. 458 -2.320 0.170
Ist. diff. | -8.649* 0.000 | -6.947* | 0.000 | -7.862*| 0.000

Note: 1) * indicates 5% significance level.
2) P.E. = Public Expenditure, I.I. E. = Expenditure of Industrial Investment, S.I.E. =
Expenditure of S.O.C. Investment.
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(Table 4) The results of Johansen Cointegration test :
national and total sum of local variables

GDP and National P.E.| GDP and National . L E. | GDP and National S.I. E.

stat. prob. stat. prob. stat. prob.

trace 24. 362* 0.002 25.773* 0. 001 23.636* 0.002
max-eigen | 18.576* 0.010 20. 424* 0. 005 19.765* 0. 006
GDP and Local P.E. GDP and Local 1.1 E. GDP and Local S.1.E.

stat. prob. stat. prob. stat. prob.

trace 25.163* 0.001 20. 688* 0. 008 25.702* 0. 001
max-eigen | 19.702* 0. 006 16.576* 0.021 18.361* 0.011

Note: 1) * indicates 5% significance level.
2) P.E. = Public Expenditure, 1.I.E. = Expenditure of Industrial Investment, S.1.E. =
Expenditure of S.O.C. Investment.

GDPSH 7 A1 Alole] Tl Q17hgA] B4 Ashe (Table 56 AN
. 24 Az, 27} AAsh ) 41% Aolel A=A AnBAe] 2AS 2

& & SRAT W YABAS $IY A5 T GO 24 R A
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(Table ) The results of Granger Causality test :
national and total sum of local variables

Lag 1 2 3

Null Hypothesis F-stat. prob. F-stat. prob. F-stat. prob.
GDP =& National P. E. 8.923** | 0.004 | 4.342** | 0.019 | 2.632* | 0.062
National P. E. # GDP 0.39 0.533 0.369 0.694 0.734 0.538
GDP =» National L. 1. E. 1.467 0.232 0.759 0.474 0.470 0.705
National .. E. # GDP 2.710 0.106 1.514 0. 231 1.230 0. 311
GDP =» National S.I.E. 8.064** | 0.007 2.719 0.077 1.781 0.166
National S.1. E. # GDP 0.657 0.422 0.293 0.748 0.399 0.755
GDP =» Local P.E. 11.855** | 0.001 | 5.649** | 0.007 |14.194** | 0.000
Local P.E. = GDP 3.461* 0. 069 1.919 0.159 1. 838 0.155
GDP =& Local 1. LE. 6.038** | 0.018 | 3.864** | 0.028 | 9.559** | 0.000
Local LLE. # GDP 1.703 0.198 0.790 0. 460 1.108 0.357
GDP =& Local S.LE. 5.102** | 0.029 | 3.451** | 0.040 | 6.090** | 0.002
Local S.L.E. # GDP 0.042 0.838 0.207 0.814 0.116 0. 950
Note: 1) *, ** indicate 10%, 5% significance levels, respectively.

2) P.E. = Public Expenditure, I.I.E. = Expenditure of Industrial Investment, S.1.E. =
Expenditure of S.O.C. Investment.
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Ao A Tl Zo] EABEA] LAIRY, A E FH ot AIAAM], A Q] F 2
() & o] EAgol & AAGAZE Aol Dol EAldte 457t Bol F
Y A4 ATE Fodom geldol she Aoz Ye. ol age
FAE AW S F7hz AAg,
(Table 6) The results of ADF unit root test : Local variables
GRDP Local P. E. Local 1. 1. E. Local S.1. E.
level |Ist. diff.| level |[1st. diff.| level |Ist. diff. | level |Ist. diff.
Busan t-stat. |-3.491%|-5.525% | -2.418 |-6.663* | -1.653 |-6.937 *| -2.288 |-7.015*
prob. | 0.015 | 0.000 | 0.145 | 0.000 | 0.445 | 0.000 | 0.182 | 0.000
CB t-stat. | -1.607 |-5.452% | -2.784 |-3.898* | -2.658 |-5.010% | -2.731 |-5.220*
o prob. | 0.468 | 0.000 | 0.072 | 0.005 | 0.092 | 0.000 | 0.080 | 0.000
Dacgu t-stat. |-3.555%|-5.359% | -2.691 |-4.040* | -2.380 |-4.718* | -2.676 |-5.800*
prob. | 0.013 | 0.000 | 0.086 | 0.004 | 0.156 | 0.001 0.089 | 0.000
D.C.N. t-stat. |-5.590%|-4.699* | -2.754 |-5.924* | -2.561 |-6.209* | -2.467 |-6.835*
prob. | 0.000 | 0.001 | 0.076 | 0.000 | 0.111 | 0.000 | 0.132 | 0.000
Gangwon t-stat. | -1.878 |-4.806* | -2.121 |-5. 250* [-4. 028* | -5. 070* | -2.082 |-5.433*
prob. | 0.338 | 0.001 | 0.238 | 0.000 | 0.004 | 0.000 | 0.253 | 0.000
G.IN. t-stat. |-4.838*|-4.108* |-3. 010*|-4. 868* [-2. 996* | -5. 072* | -2.783 |-5.039*
prob. | 0.000 | 0.003 | 0.044 | 0.000 | 0.046 | 0.000 | 0.072 | 0.000
Gyeonggi t-stat. |-3.941%|-4.507* |-3. 988*|-3. 681* [-3.518* | -5. 828* | -2.662 |-5.063*
prob. | 0.005 | 0.001 | 0.004 | 0.009 | 0.014 | 0.000 | 0.091 | 0.000
G.B. t-stat. | -2.646 |-5.356% | -2.791 |-5. 458* | -2.831 |-2.233* | -2.575 |-5.468*
prob. | 0.095 | 0.000 | 0.070 | 0.000 | 0.065 | 0.200 | 0.108 | 0.000
Inchon t-stat. |-3.554%|-4.789*| -2.016 |-4.549* | -2.668 |-8.055* | -2.111 |-6,167*
prob. | 0.013 | 0.001 | 0.279 | 0.001 | 0.091 | 0.000 | 0.242 | 0.000
JeJu t-stat. | -2.195 |-5.498* | -2.563 |-6.020* [-3. 009* | -4. 634* | -3. 151* |-5. 834*
prob. | 0.212 | 0.000 | 0.111 | 0.000 | 0.044 | 0.001 | 0.032 | 0.000
LB t-stat. |-3.046%|-5.178* | -2.836 |-4. 772* |-3. 180* | -3. 984* | -2.416 |-6.055*
o prob. | 0.041 | 0.000 | 0.064 | 0.001 | 0.030 | 0.004 | 0.145 | 0.000
Seoul t-stat. |-6.576%|-3.273% | -1.245 |-5.070% | -2.207 |-7.847* | -1.758 |-4.692*
prob. | 0.000 | 0.025 | 0.643 | 0.000 | 0.208 | 0.000 | 0.394 | 0.001
UGN t-stat. |-6.643*| -0.535 | -2.761 |-5.943* | -2.884 |-5.787* | -2.627 |-6.002*
) prob. | 0.000 | 0.871 | 0.075 | 0.000 | 0.058 | 0.000 | 0.098 | 0.000

Note: 1) * indicates 5% significance level.

2) C.B. = Chungcheongbuk-do, D.C.N. = Daejun + Chungcheongnam-do, G.J].N. =
Gwangju + Jeollanam-do, G.B. = Gyeongsangbuk-do, J.B. = Jeollabuk-do, U.G.N.
= Ulsan + Gyeongsangnam-do.

3) P.E. = Public Expenditure, I.I. E. = Expenditure of Industrial Investment, S.I.E. =
Expenditure of S.O.C. Investment.



(Table 7) The results of Johansen Cointegration test : Local variables

GRDP - Local P.E. GRDP - Local L. L. E. GRDP - Local S.I.E.
Trace Max-Eigen Trace Max-Eigen Trace Max-Eigen
Busan stat. | 28.674%* | 19.373** | 20.401** 12. 297 19.928** | 15.940**
prob. 0. 000 0. 007 0.008 0. 100 0.010 0. 027
CB stat. | 21.711** | 17.324** | 18.045** | 12.892* | 26.674** | 25.600**
" |prob. 0. 005 0.016 0. 020 0. 081 0.001 0. 001
Daegu stat. | 26.372** | 19.607** | 35.852** | 24.902** | 21.351** | 16.943**
prob. 0. 001 0. 007 0. 000 0. 001 0. 006 0.018
D.C.N stat. | 50.338™* | 32.938** | 33.687** | 18.304** | 42.299** | 25.645**
"7 | prob. 0. 000 0. 000 0. 000 0.011 0. 000 0.001
Gangwon stat. 9.585 9.015 9. 625 9.516 8.090 7.807
prob. 0.314 0. 285 0. 311 0. 246 0. 456 0. 399
G.IN stat. | 26.160** | 17.689** | 29.192** | 17.637** | 26.406** | 22.385**
7 | prob. 0. 001 0.014 0. 000 0.014 0.001 0. 002
Gyeonggi stat. | 20.051** | 17.901** | 28.993** | 28.272** | 19.869** | 18.050**
prob. 0.010 0.013 0. 000 0. 000 0.010 0.012
G.B stat. | 24.126™* | 19.079** | 14.486* 10. 454 19. 347** 13.513*
" |prob. 0. 002 0. 008 0.071 0. 184 0.013 0. 066
Inchon stat. | 24.950** | 14.525** | 18.229** | 15.800** | 24.793** | 18.105**
prob. 0. 001 0. 046 0.019 0.028 0. 002 0.012
JeJu stat. | 15.273* | 14.787** | 17.915** | 17.578** | 18.189** | 17.008**
prob. 0. 054 0. 041 0.021 0.014 0.019 0.018
LB stat. | 20.614** | 12.530* | 17.544** 11.983 16. 463** 13. 200*
o prob. 0. 008 0. 092 0.024 0.111 0.036 0.073
Seotl stat. | 31.654** | 18.213** | 30.050** | 19.746** | 22.814** | 17.969**
prob. 0. 000 0.011 0. 000 0. 006 0.003 0.012
U.GN. stat. | 30.133** | 26.370** | 24.222** | 18.423** | 22.773** | 15.536**
prob. 0. 000 0. 000 0.002 0.010 0.003 0.031

Note: 1) *, ** indicate 10%, 5% significance levels, respectively.

2) C.B. = Chungcheongbuk-do, D.C.N. = Daejun + Chungcheongnam-do, G.].N. =
Gwangju + Jeollanam-do, G.B. = Gyeongsangbuk-do, J.B. = Jeollabuk-do, U.G.N.
= Ulsan + Gyeongsangnam-do.

3) P.E. = Public Expenditure, I.L E. = Expenditure of Industrial Investment, S.I.E. =
Expenditure of S.O.C. Investment.
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(Table 8) The Results of Granger causality tests between Local P.E. and GRDP

Lag 1 2 3
Region
Null Hypothesis F-stat. prob. F-stat. prob. F-stat. prob.
Local P.E.5GRDP | 1.349 | 0.255 | 0.09 | 0.909 |3.537**| 0.030
B R DPlocal P.E. |20.855%* | 0.000 | 6.796% | 0.004 |4.004* | 0.019
Local P.E.=5GRDP| 1.273 | 0.268 | 0.301 | 0.743 | 0.273 | 0.844
¢ GRDP=tLocal P.E. | 2.646 | 0.114 | 5.101** | 0.013 | 1.793 | 0.176
Local P.E.#5GRDP| 0.040 | 0.843 | 0.480 | 0.624 |3.407**| 0.034
D R DP+local P.E. | 11,209 | 0,002 | 7.400°* | 0.003 |4.778" | 0.010
Local P.E.#GRDP | 3.703* | 0.064 | 2.433 | 0.107 | 0.747 | 0.535
b GRDP=5Local P.E. |17.266**| 0.000 |15.000**| 0.000 |4.108**| 0.017
Local P.E.5GRDP | 1.724 | 0.199 | 1.276 | 0.295 | 1.921 | 0.153
G- 1N GRDP=Local P.E. | 7.948** | 0.008 | 3.223* | 0.056 |3.441**| 0.033
—— Local P.E.5GRDP| 0.334 | 0.568 | 0.931 | 0.406 | 1.674 | 0.199
GRDP=5Local P.E. | 4.865** | 0.035 | 2371 | 0.113 | 1.952 | 0.148
Local P.E.5GRDP| 0.365 | 0.551 | 0.066 | 0.936 | 0.399 | 0.755
G5 GRDP=5Local P.E. | 8.023** | 0.008 |5.112** | 0.013 | 2.860* | 0.058
ehon Local P.E.#5GRDP| 0.217 | 0.645 | 0.991 | 0.385 |4.175**| 0.016
GRDP=5Local P.E. |13.656**| 0.001 | 6.366* | 0.005 |3.220%*| 0.041
Local P.E.5GRDP| 1.236 | 0.275 | 1.653 | 0.210 | 1.081 | 0.376
Jelu GRDP=5Local P.E. | 3.289* | 0.080 | 1.385 | 0.268 | 0.789 | 0.512
Local P.E.#5GRDP| 1.668 | 0.206 | 0.516 | 0.602 | 0.157 | 0.924
LB GRDP=Local P.E. | 7.072** | 0.012 | 3.612** | 0.041 | 1.835 | 0.168
] Local P.E.=5GRDP | 0.002 | 0.967 | 0.619 | 0.546 |6.790**| 0.002
SOl RDPLocal P.E. | 12,998 | 0.001 | 7.318" | 0.003 | 2.849% | 0,059
Local P.E.=5GRDP| 0.746 | 0.395 | 0.557 | 0.579 | 1.874 | 0.161
06 GRDP=5Local P.E. | 9.439** | 0.005 |4.884** | 0.016 |5.612**| 0.005

Note: 1) *, ** indicate 10%, 5% significance levels, respectively.

2) C.B. = Chungcheongbuk-do, D.C.N. = Daejun + Chungcheongnam-do, G.J.N. =
Gwangju + Jeollanam-do, G.B. = Gyeongsangbuk-do, J.B. = Jeollabuk-do, U.G.N.
= Ulsan + Gyeongsangnam-do.

3) P.E. = Public Expenditure.
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(Table 9> The Results of Granger causality tests between Local I.I.E. and GRDP

Region s ! - ;
Null Hypothesis F-stat. prob. F-stat. prob. F-stat. prob.
Local LLE.=5GRDP| 2.076 | 0.160 | 0.511 | 0.606 | 0.050 | 0.985
¢5 GRDP=5Local LLE. | 6.179** | 0.019 | 3.893** | 0.033 |3.567**| 0.029
Local I.I. E.#»GRDP| 0. 181 0.674 1.812 | 0.183 | 2.354* | 0.097
Pacgu GRDP=sLocal LLE. | 7.179** | 0.012 |12.464** | 0.000 |6.726**| 0.002
Local I.I.E.=5GRDP| 0.551 | 0.464 | 1.226 | 0.309 | 2.545* | 0.080
b-CA GRDP=5Local LLE. [11.121** | 0.002 | 6.938** | 0.004 |4.641**| 0.011
Local LI E.=5GRDP| 2.000 | 0.168 | 0.660 | 0.525 | 1.656 | 0.203
GIN GRDP=5Local LLE. | 9.385** | 0.005 | 6.221** | 0.006 |6.001**| 0.003
Local LLE.=GRDP| 0.411 | 0.527 | 0.653 | 0.520 | 0.656 | 0.587
Gyeonggi
GRDP=5Local LLE.| 0.944 | 0.339 | 6.168** | 0.006 |4.049**| 0.018
Local .I.E.=5GRDP| 1.002 | 0.325 | 0.738 | 0.487 | 0.816 | 0.498
fnehon GRDP=5Local LLE. | 4.265** | 0.048 | 2.079 | 0.145 | 1.216 | 0.325
Local 1.1 E.=5GRDP| 3.538* | 0.070 |5.461** | 0.010 |3.331**| 0.036
Jelu GRDP=sLocal LLE.| 1.165 | 0.289 | 0.648 | 0.531 | 0.534 | 0.663
Local .1 E.=GRDP| 2.935* | 0.097 | 1.436 | 0.255 | 1.981 | 0.144
1B GRDP=tLocal LLE.| 1.172 | 0.288 | 2.856* | 0.075 |3.174**| 0.043
Local 1.1 E.=5GRDP| 4.877** | 0.035 | 2.913* | 0.072 | 0.866 | 0.472
seout GRDP=:Local LLE. | 6.925** | 0.013 | 9.941** | 0.001 | 2.386* | 0.094
Local I E.=5GRDP| 0.197 | 0.660 | 0.055 | 0.947 | 2.490* | 0.085
tGN GRDP=5Local LLE. | 6.174** | 0.019 | 2.671* | 0.087 | 2.581* | 0.077

Note: 1) *, ** indicate 10%, 5% significance levels, respectively.
2) C.B. = Chungcheongbuk-do, D.C.N. = Daejun + Chungcheongnam-do, G.J.N. =
Gwangju + Jeollanam-do, J.B. = Jeollabuk-do, U.G.N. = Ulsan + Gyeongsangnam-

do.
3) LL.E. = Expenditure of Industrial Investment.
npR|Eke 2 2| A7) ]9Jr GRDP Ale]€] :Lﬂﬂxi A=A %_‘r*—i% AN A =
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(Table 10) The Results of Granger causality tests between Local S.I.E. and GRDP

. Lag 1 2 3

Region

Null Hypothesis F-stat. prob. F-stat. prob. F-stat. prob.

Local S.1.E.=»GRDP| 0.089 | 0.768 | 0.996 | 0.383 | 1.881 | 0.160

B DP-Local S.LE. | 6,948 | 0.013 | 5,193 | 0,057 | L761 | 0.182

Local S.1.E.=5GRDP| 0.024 | 0.879 | 0.268 | 0.767 | 1.002 | 0.409

C. B GRDP=2Local S.I.E.| 1.301 | 0.263 | 3.107* | 0.061 | 0.613 | 0.613

. Local S.1.E.#»GRDP| 3.803* | 0.061 | 2.192 | 0.131 | 2.335* | 0.099

GRDP=#Local S.I.E. | 3.707* | 0.064 | 2.237 | 0.126 | 1.303 | 0.297

DN Local S.I.E.=>GRDP| 4.696** | 0.038 | 2.404 | 0.110 | 1.171 | 0.341

GRDP=tLocal S.LE. | 8.713** | 0.006 |7.545**| 0.003 | 1.339 | 0.285

Local S.1.E.=5GRDP| 0.000 | 0.991 | 0.094 | 0.911 | 0.699 | 0.562

A GRDP=tLocal S.LE.| 1.624 | 0.212 | 0.915 | 0.413 | 0.697 | 0.563

S Local S.1.E.=»GRDP| 0.767 | 0.388 | 0.665 | 0.522 | 0.312 | 0.817

GRDP=#Local S.LE.| 1.360 | 0.253 | 0.836 | 0.445 | 0.179 | 0.910

- Local S.I.E.=5GRDP| 0.625 | 0.435 | 0.457 | 0.638 | 1.962 | 0.147

GRDP=Local S.LE.| 1.503 | 0.230 | 1.077 | 0.355 | 1.066 | 0.382

Inehon Local S.1.E.=5GRDP| 0.000 | 0.988 | 0.793 | 0.463 | 1.362 | 0.278

GRDP=tLocal S.1.E. |11.340**| 0.002 |5.728**| 0.008 | 2.200 | 0.114

Local S.1.E.=5GRDP| 0.344 | 0.562 | 0.808 | 0.456 | 0.999 | 0.410

felu GRDP=5Local S.LE.| 0.821 | 0.372 | 0.737 | 0.488 | 0.991 | 0.414

Local S.1.E.=»GRDP| 0.014 | 0.907 | 0.166 | 0.848 | 0.423 | 0.738

1B GRDP=sLocal S.LE.| 1.175 | 0.287 | 0.343 | 0.713 | 0.106 | 0.956

Local S.I.E.=>GRDP| 0.266 | 0.610 | 0.157 | 0.856 | 0.147 | 0.931

Seoul R DPLocal S.LE. | L1288 | 0.265 | 0.917 | 0.412 | 0.299 | 0.8%

_— Local S.1.E.=5GRDP| 2.622 | 0.116 | 0.758 | 0.478 | 2.071 | 0.131

GRDP=tLocal S.LE.| 2.226 | 0.146 | 0.954 | 0.398 | 0.355 | 0.786

Note: 1) *, ** indicate 10%, 5% significance levels, respectively.

2) C.B. = Chungcheongbuk-do, D.C.N. = Daejun + Chungcheongnam-do, G.J.N. =
Gwangju + Jeollanam-do, G.B. = Gyeongsangbuk-do, J.B. = Jeollabuk-do, U.G.N.
= Ulsan + Gyeongsangnam-do.

3) LI..E. = Expenditure of S.0.C. Investment.
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A Study on Sustainability of Local Public Expenditures
in South Korea Based on Analysis of Long-run

Causality Tests*

Beung-Ky Oh™*

Abstract

Recently, there have raised concerns about the sustainability of the public
finance after the spread of the Covid-19 outhreak. In the empirical contrast,
this study tests long-run Granger causality between GDP and public
expenditures (national and local) for 1967 to 2018 in South Korea. The results
obtained lead us to significant evidence for Wagner's law throughout the whole
period analyzed, which means GDP or GRDP influences public expenditures
growth. Moreover, this paper finds more cases of significant causality of
Wagner's law at local level rather than national level. These findings underline
the importance of sustainable public finances that consider the uncertainties of
future finances with weak financial abilities of local governments.
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