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An Analysis on Granger Causality between Local Government

Investment Expenditures and G.R.D.P. or Local Labor in South Korea

Using by Panel-VAR and Panel-VECM
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This empirical study examined the relationship between local economic
growth and local government investment expenditures in South Korea using
panel data. The dependent variables regarding local economy are the local product
of Agriculture/Forestry/Fishing, Mining/Quarrying/Manufacturing, Construction,
Services, G.RD.P. and the local labor(employed persons). The independent
variables are four local government investment expenditures, such as the local
expenditures of Education/Culture/Tourism, Agriculture/Forestry/Fishery, Industries/
SMEs(Small and Medium enterprises) and Transportation/National Land/Regional
Development. Panel unit root tests and panel cointegration tests are performed
and then various panel VAR/VECM are analyzed with Granger causality tests.
The results indicated that there are various cointegration relationships and
Granger causalities between local economic growth or local labor and the local
expenditures of Agriculture/Forestry/Fishery or Industries/SMEs. But there is no
relationship between local economic growth or local labor and the local
expenditures of Education/Culture/Tourism or Transportation/National Land/

Regional Development.

[] Keywords: Panel-VAR, Panel—VECM, Granger Causality Test, Local Government
Investment Expenditure, Local Product, Local Employment
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3. Panel E2l2 AA 2 Panel 3HE HE
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Levin et al.(2002), Breitung(2000), Im
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230 BAG o digh sid @92 AR A= (EF 59 (F 6)d &9
EAA] fratE 20 AR I1E(SIC) o whet HAARE E=Esta 1 Al 3 @
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SHA g 242 0|88 HAXAEAN FAH X2 XNAEH dut =4 149F

B A TS25HH|  |=26) U4 A - +5-0s + GRDP ZoH
T =T cEflNaoTY §i7|9:1ﬂ| 2 E . K|} ek S
ENESPNPN3 - -
2% 2% 4x 3% 1x
SI0) * * * * *
HEF - = - ~ _
7;; 484 |SAY| HE |SAE| HE SAZ| =HE | SAY | HE |SAZ| HE
=
75

9 LLC t |-0.478| 0.316/-4.068| 0.000{-3.057| 0.001| -0.128] 0.449|-6.931| 0.000

=Y

i

IPS W | 3.695| 1.000|-2.312| 0.010| -0.651| 0.258| 0.876] 0.810|-2.025| 0.021
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