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An Analysis of City-County Consolidation Effects Affecting Long and
Short-Term Changes in the Local Government Expenditure

RS - DA
Myung, Jae-Hwan - Ko, Suk-Chan

Sl

Abstract

Many studies have attempted to identify the effects that explain the growth of local
government expenditure after city-county consolidation. Existing studies on this issue,
however, have shown that the effects of city-county consolidation might be either positive or
negative according to the cases of fiscal spending. The purpose of this study is the
identification of factors that are related to the changes in local government expenditure after
the city-county consolidation. Based on the analysis of 1991-2011 local governments data for
social and economic development purposes, the study found that the city-county
consolidation and several other factors significantly influenced the changes in the local
government expenditure. The results of this study indicate that the city-county consolidation
tends to affect negatively on the changes in government spending for social development in
the short term, while the consolidation does not have any significant long-term effects. The
city-county consolidation also cause an increase in the short-term expenditures of local
government spending for economic development, while in the long term, the level of
expenditure has been decreased. The study results indicate that the financial effects of
city-county consolidation might take place slowly over the long-term instead of the
short-term period.
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Table 1. Fiscal Effects Accruing from City-County Consolidation
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- Decrease in the unit cost spent on public services production — Increase in the
efficiency of finance
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of redundancy cost
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AR &Y 28 flah mid LEokA AEx
= Zrjojn, AERIE0] HIokst RRIHARE= o] Hig
S ot MEede BEge =Y 4 Ao
Ol FAK| MERE 2ol thlofs, AMIKERIC
At QoA AlES Aol AHo] FQst &
A REe S71 89 ARl gt X199
AETE T7IE OlOITITKREY], 2007). FEeet At
HEHIE @ oor NS XYas ke
w7l0] TRl AR AERIED AYas AR
OlolF &5 «hgo] ok 4~ STt
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Table 3. Classification of Variables

 Classification ari . “ ‘ ~ Contents
954 O|F : MAZHH
95 O|F : SN + XY ZH Y| + ZE XHAEE
BHZNLH (4B J) | JHEH] + nsa2|Hel
Economic development | Before 1995: Industrial economic expenditure
expenditure After 1995: Total for development of agriculture and fisheries
(Million won) + development expenditure of local economy + development
expenditure of land & resource conservation + transportation
e management expenditure.
Dependent variable 9514 O™ : 2I}M|SH| + K|S Jjety|
951 O|= : WEESH| + 2 - AN + AIS|ERH| +
ALRZH | (B R) | ZEE . X|HALS| PRl Q| B
Social development |Before 1995: Culture & sports expenditure + development
expenditure expenditure of local area
(Million won) After 1995: Total for education & culture expenditure + health
& environmental improvement + social security expenditure +
housing & development expenditure of local society
217 & () o174 / EX|BIY
Population density | Population / land area
” EA|HE (k) Oixl, SEEX|, StugX|, 28X, &KX g
Skrg'll Urban area Total for land, factory site, school site, road site, park site
ocia
SEHE(m) M, © orel &
Rural area Total for farmlands, fields, forests
Me|22 HIE(%) ME| 2K 4=/ SALLHM 5=
sama Service industry portion| Number of service business / total business
Independent 1SR LM () X|EhM|2=Ql / Z=OISZAt017
variable Local tax per < h oo ) o
; Local tax income / population on the resident registration
capita(won)
oIERU(HBt £)
=oe XletmEM + X|HQk= + nHX3
AR Dependent resources |z H |dols + s0=%g
sita Local grant tax + local transfer fund + government grants
Economy (Million won)
14 O& - QHFSHK
gurmbeae 2 | o8 00 BEEE
General administration = Ar e = =seo
expendituraivillion won) Before 1995: General administration
P After 1995: Legislative election + general administration

m e

1918 AdAlE A9SSAHZE A9aSe e Srleke 98 WAE ARA €t 5, AeFTIe]
HeR KA B2 AWIRI0) MZ TiEA B 45 Sk A 5 AER0 AR 52
ZolEz 19g FEds HL=E olgsilrt X FRY IA| S7I2 olojith ABME g5
Alols tiFACR AMMAL, FISAPE 2= o 1 K99] it esat 2 At ZA gsoll 38

0=

o Mo

| AAZE ke 22 A9FHe] 450 &5
onfgitt. Xoje] Zrlgs £ ol R|HFI9|
A50] SV HH, 0loiA ATHRKE Al -AIEC]

S

S HRIEZ X9 xRt AYHEAES A=
7R AR E o Art AENES I3
Moz AIA ¢ olQl9] mHoltt. E85Q1 At

=IEAE | 195
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HHiEE el AESAe & Mge XY AL
HolA ZeeR= 20 ZOIR]R, ZA AFo] Hot
& Thero] XERIRIHROIM = o]Z0] SAEoR B
7Fsolo] SYERE HIEEH AR HEgo] 9
&g ol gLt o] AFolkE AMRA| A
ofg, =iHEEE S &Y Sdg W ge
2 OlE3IALt.

2) Atz =3

H A= ABEAE 9l6) 1995 AIES thad
IR 770 Al S8 A 44k Alg, 0150
/N AlTECR SEE olF 174 2] ARt YA
HE Alo] Felz Exlisio] S8 thdo] opitd 23
7R GEAN2003ERE = ARl S2E 24 Al FD9
9] 1995FH 2011E7HA] 1749 710] AIRE S5t
Ak 1 A i A2l Sig T RRRE V)

R Gt =50 S8 oo mE ANERE
AIE Bsle Holle S8 H-% U9 1,363
A AR FAE &It + W A =50 &
gol WE 7R WIRE st BAe Qlliile 8
g it 9] 9l AIRE E8alt. the Al
9] aig A= ZAP IR AR 59 S
7¥A] eto] EQdt Wes T 22 AE AR
011EE 71E0R ey E7RISES 0185l
HESIACH.

ASEM A7 wHe Qe ZAPidH], AP
H, LREEH], 1001E A[Al, OlERRIS] B oFd
HYRO| TOI=A|A, TRRTAIEA], TARNE
o, RENER & AedosE S8t o]
Holl Qi AR, AR, sEHAe SAE
9] TSR=ARRIRIE ZRE SEBIGL AHIAA HI
0] &t A FHe BSYUEA ZAHENNS A

FoZ F F AR BE S 1363 R Sk
E 4 BMOA XIR 4R
Table 4. Overview of Data Used for the Analysis
oy == =
o Al22| 2 xR 7|2t : ___ Number of observation
Classiﬂz_;tion Nt 9t Period of gata 28 o570l me XM = ’XH@‘X“*-M?‘M{%&
targeted cities Analysis on the difference of | Analysis on the financial
and counties consolidation status | expenditure effectiveness
E5f A
Before 77 9191?;‘4'?4 (2;:.5‘)_}) 308 308
consolidation y
S i ik
~ 3
consolidated 388) 95~114 (1742h 646 646
2 95~11(17 years)
cities
95~11 (17E7h
(A, ZHA
QutA| 03~114, 91H7h
- 23(25) 95-11(17 years) 409 -
General cities L7
(Yangju city,
Pochun city 03~11,
9 years)
il 138(140) - 1,363 954
Total '
196 | (AhoHet=E-TA|A 2 &t
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. YEEAENR B8 A2 EFRIH GHA
9] Zt -l HHZE VIEE AWERIE Wet
9] XJo] FFE SIetIAl FHGIACE Thae Add
WIRE 5= Sollk ZAPHEHIL ARPHEHIE &
SHEZ 5t SlHRAE S5 Sf -39 e ¥
Pt B89 FQ EXQI 9] ZA| 81t FRg
ol A o] ZIoRtIREAE BASIITE ol
-] euE B4l {16l A-Elo) sidsk=
HES CoEs2 H2Eidct

Tl Eell 718 e £8aP] flaids 1991
HRE S5 ofd APEQ! 1994E7K1= 0, 19954
He 12 sion, 247" gio] BEg eise
199165 E 1994E7HK1= 0, 199582 1, 1996E
2, MR ¢EQl 201182 170] HES SICE =

RE R
Table 5. Explanation of Variables

SFRAS HEE WE SEBsE TR 8
5 EAROR Sogt Wawe MEElES

S|EATH (stepwise regression)S O1231CE

o

2o

=a+ ZLJJ[ﬁ,Xi + 0D, o FRL+E srrureees D

H 55 Wy s Hedgog RArgo] m
2] R SEEs B0k YRE Algsio] BE¥e
FEeICE. o7I0M - X, Xy= APlEE BAE
A 8ol gge = A dsidsh] flslod
TS WA SEHS0| FUE AP F=
e ZRPHEHIS LERACE S7REA0lA] S5
7o} Sl TS 1felo] E(logHEt =
EAGIICE Sol AHIAY HIEol= ol 0 91 E<
7t QoA 271 Hgto] BolslA] got 4 18 Tlst
o Log HiErS SIRICE

-~

s | s s iy
Variables - Explanation of variables Variables Explanation of variables
Y LN(AF2I7H ) X, LN(ZEFH7gH])
1t (Expenditure for social development) 6 (General administration expenditure)
LN(Z |70 H]) "
EX)
Y, (Expenditure for economic X, LN(SIZ X )
2 (Dependent resources)
development)
HEE [LN(AR=]ZHEE)]
(o] =]]
X, LN@IF2 =) Xy Previous year [(Economic development
(Population density) .
expenditure)]
HEE [LIN(EH7HLH])
HX
X, LN(E=AT ) Xy Previous year [LN(Social development
(Urban area) : .
expenditure)]
= ]
X, (Rural area) Dot Short-term dummy
(after integration)
X LN(ME|AS H|E) ) pidk=anls
4 (Proportion of service industry) Long-term effect
X. LNl X|EHA)
Y (Local tax per capita)
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Table 6. Descriptive Statistics

Alete]

sAEE Al
tofl 8k 1407) Al-20] BA
HE O AR Hee 126902.197 0]
11,07398F (BT, 1992, Z|chgt
ZIA], 20119)0|1QIC} ARIZRLE
e 95306.79TE ol FAgHe 913142
FIHZS  616,040.4384
HEEA], 2006W)0IRICt QAFULI} 71 He

AYe 2708/ki(EA], 19949, 71 =2 XY
16671L00H/KE(EZA], 201107 B QAT
1,663%/kioll HIsl WX} Sl EAHAS 2.97
ki@l LRFAI(1991E) 7} 7Fa ARQkA1, 107.31kidQl Z
Al011E)7} 7H EIRitE sEWAE 16.71kiQl &

FAIQ94D7E 7 AL 1,3241kiQ1 QkSA|
(199571 7ke We AS= ek

AHIAY HIBO] 71 W2 AYe LIFTH19936)
OF AH|ARI0] A9] GO, HIE0] 995%Q1 OF
QAI(2008)7F 71 =UTE 191" AJAll= 59,793
QA HSH(1991)0] 7V Wkal, 14753620991 1t
FAI002E)7F 7Fe =(40E QEER) 7R We
A 6,2199T 01 ABAI011DL, 71 B

o ENENH . A
?3"‘ Min Value  Max Val
Variables - - ~
2 RNoes) | @t FECER
; Value Area(Year) | Value |  Area(Year)
ALS|7H | (ot ) IyoF P
Social development expenditure | 110729 | & °§1(1?ch” 672064.0 Cﬁaf"v[/(j:_lcli) 1269021
(Million won) gyang ty 9 ty
BHZ L (2 ) PN Jt2
=3 24
Economic development expenditure| 913.1 Jan S:ng 12?;) 616040.4 G;\oneléf\oc-)ii) 95306.7
(Million won) 9 gpo-city 9 g-city
Q12 & (F/km) LFA|(1991) £ HA|(2010)
Population density 4 Milyang-city 1E67L0 Buchon-city 16625
= A| B (k) QUQFA|(1991) ZaAI(2011)
Urban area 297 Milyang-city 107.3 Changwon-city 298
=201 5 () Z2A|(1993) 2H5A[(1995)
Rural area T Chungmu-city 13241 Andong-city AL5
MBl29 BE%) - LIZ(1993) oggs | ereAloos) i
Service industry portion ' Naju-county ) Anyang-city '
Ol K| EhA| (& pSi=2 ni¥s
128 |°A1I(."J) 59793 SEe(199]) 14753620 J'I"jM(ZOOZ.) 664303
Local tax per capita(won) Jeongup-county Gwacheon-city
L H|(EE 2) = ML
General administration expenditure | 6219 2' :rgi](z?lil) 284349 Szn:;:Ia(rzn?(c)?) 56163
(Million won) y gaty 9 ty
olERhHT &) SBUAI(1992)
ZEAI(2002)
Dependent resources 4294 Dongkwangyang 897473 CanaRalin 168910
(Million won) -city 9 gty

198 |
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2101 AGA](2009) L

= 72 Al Sel it

S

QT

OJEMA e 4293690 §101 SFAAI(1992)  §F BAHEA] Auolt BAAN BE WHaols S§t
7t 7F8 QA1 897473HTH 2101 ZEAI002E) 7 Fat T, STAIQF G| Lol RS Xt U=
7V Ak 20T Uekdth Set wol NS mae
B 7 ANZEHAQ 88 ©-2 A utAo] 2AEM ALt
Table 7. One-Way ANOVA Result for the Effect of Consolidation
. L s sl Q|
. . ";‘*BefqreM | Consolidated Concial cte -
s | consolidation | cities Fgf
Varabless | @ g=r | ] : F-Value
~ Number of 308 646 409
| obsenations .
AFS| 71| (BT HR]) Tt Average 41110.79 148245.87 157796.12
i ]
Economic development = 20975.62 70890.28 120664.17 215.423
expenditure Standard deviation
(Million won) £ -& Subgroup @ @ [©)
ZH|7H | (S BHR) T+ Average 11043.73 127798.95 107441.17
; e
Sesal dewslepiment EEER 961057 70999.66 79103.38 341484
expenditure Standard deviation
(Million won) =& Subgroup ©) @ @
-+ Average 937.88 372.09 424746
Q172 = (F/km) HEHX}
Population density Standard deviation 105763 4208 i 0L
21& Subgroup @ ® @
1+ Average 15.627 41931 21.225
A () ZHA
Urban area Standard deviation £60 1338 1589 FARE3L
21 &Subgroup ©) @ @
™+ Average 319.67 634.24 95.80
SEEEm) HEEA}
Rural area Standard deviation 33538 28801 11370 >48.584
2§ Subgroup @) [©) ®
T+ Average 0422 0.827 0.770
MH|2H|IZ HEHX
Service industry portion | Standard deviation G 0125 adst e
2& Subgroup ® [©) @
I+ Average 263442.89 615211.15 1043713.16
O|CHR|HEA| (S HZE
LSRG @D EEEN 165492.01 25207107 | 166948324 B2ad
Local tax per capita(won)| Standard deviation
£ 1&Subgroup ® @ @
QUHISHAH| (2 DFR)) T+ Average 20322.75 66237.84 6724047
o G
Genierdl aaministation EEZER 762317 27266.94 45733.77 257.447"
expenditure Standard deviation
(Million won) 2 1&Subgroup @ @ @
o]
oJERI UMY Tl o% :;e;afge 45130.96 249055.64 135535.79
Dependent resources T 21752.83 117487.57 98393.82 487.775™
(illfon: wor Standard deviation
£ & Subgroup ©) @ @
* p<0.05 , ** p<001 , ** p<0.001
ZEAE | 199
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AIHEE AlPEE Fo] 71 Fetal, &5 &9 #
o BE0] 7He ge Zog gkl ol gt
Z Qlal LAIHE O] Auiaof] HIslo] At oR &
LT HCR: AT QRtAlo] HoiHAo] &
2 i, Sfie duEez wEo] & Al-Zol
EFTo] TAlo] ArjmEo] 71617 tiEes |
oIt} Ol =&EWA XFolA L7} 7¥ar &,
AP 7K Ge ZduloiMe & = Ut Rl
= At o] Aot B8 Dot EFAILH HIwso]
EWE0] B SHlo] gl B, S§A9 2
=8 Joll Hislo] Hit s&EHEo] oF 20 B &
7¥olR 7] whizol YUiQt STAIS] SEHEO) X
ol O AHZ ZOZ ojAZICL

ARIAY HIBS ZARPE 4TiFOZ O, &
E4g Ho] 241 U= SF Ho| 04222 7
o, S8 371 08272 71 =T S8 o

o v

g

9]

oIct oLt STAIQ] AHIAR] HISO] UHAIHCH
=7 LRt F& Soleitt

1915 AMAIE Al FE 2 B XJol7} AUCH,
B8 ®o] 263442910F JFE W1, GERIZH
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1,043 7130= 71 =Rt 8% &= 615211989
= LR} S8 & GUIQL 101E XA ZRP} A
gl 20l g & + Utk o= AEEECeR
YAl F0O] Zpht 45 St Jss T
FOoE HojF: il sHAJELt,

LUBEHE SRAI GHRA] Zlol Xjol7t ]I
oi}, ¢ Fik= & AOIE 2t SF =] gyt
SEHIE= 2032280 o2 FF L GHR|9] oF
1/3 £520] EAlSIT) Ol AEEAl SHREH]
9| Aol S7lolH, A9 191, g XY
CIRHAY QURIERIo] ATHEQl 718 L=
Ze OfCh

OIENA T Al Ftt 2t Xol7t low, 8
Zo| 4513088t oz b Hlul, £ 7}
24906591 Yo7 7FE =Rkl ol Sfe &
SHHA BEe Rob] Qs EYEETT AlEEEO
S35t ARRIHRIONA kst RpEAIo] B8 &
AISIEHA] St A Stiat tiEos BAEL),

of

2. N ZSH0| MExiEof OiH B

1) 2E SEHE oIHES AN

Al SEAIQ) AVERIE WSl PSS nRle Q
Qg BEAMEhIAL S8 &Mt F, JEln QUE o)
MOE FEAAG SHRNE oIt sHEE
EAETIRIR(VIFGL SRS 3 o183
SEHSE 719] tiEsids Fdct Zit BE 52
EH4R0] BABIHRIVIFQ0)2H ZXF8H (tolerance)0.1)
7} 71EE TSk 202 LT

T 82 ARRPREHIOH ZAPRERIO) THA7) &t
g BEost Az 2874E ZE 2ol 09 o]
AOZ LERY, 88 Hg9 Aygo] =t
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TEHS WFoz F§ Mt & ARIIEHIL B
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Table 8. Regression Coefficients for all Explanatory Variables

—

. s
. | long-term effect
. Classification N =R :‘LN(&%Q?‘H%WD LN(%’H!?H,‘?&!%«
.. | (kconomic | ~(Socaal‘ (Economic
| development | development | development
_expenditure) ~expenditure) expenditure)
(Ac;"/I\’ 4 1] RS ™
(Constant) 0.187(-0.587) 1881 (3.533) 0.541(1.803) -1.545 (-3.017)
LN(OLI'_]J'%_IE) ko * koK *k
(Population density) 0.038 " (3.376) -0.041°(-2.224) 0.042 " (3.671) | -0.054 (-2.789)
LNC=AEZ) 012075118 | 0278""(7.291) | 0118"4.943) | 0256 (6413
(Urban area) ’ (5.118) i . ) -943) : 413)
O bS " N
LN(SZE) -0.048" (-2.834) 0.051(1.747) -0.052" (-3.025) 0.062 (2.009)

(Rural area)

LN(ME|AY HF)
(Service industry portion)

0.006(0.077)

-0.821""(-5.979)

-0.081(-1.118)

-0.286(-2.254)

LN(L ISR A
(Local tax per capita)

0.104"(5.533)

0.015(0.476)

0.081" " (4.067)

*

0.124""(3.588)

LN( 47 ])
(General administration
expenditure)

*

0.062 " (3.862)

0.003(0.122)

0.060""(3.252)

0.029(0.887)

LN(S[EXH &)
(Dependent resources)

0.165 " (8.990)

0.134"" (4.244)

*

0.137"7"(6.156)

0223 (5.588)

HEZ[LN(AF2] 7R )]
Previous year [(Economic
development expenditure)]

0.650""(23.645)

0.639" " (25.539)

A Z[LN(Z 712 H])]
Previous year [LN(Social
development expenditure)]

0.573""(22.283)

0.665 " (25.921)

sgo| ozt
Short-term effects of
Consolidation

-0.105(-2.482)

*

0.660"""(8.559)

sge F7|=nt
Long-term effects of
Consolidation

0.003(0.925)

-0.009(-1.758)

AEA(=EEEAS)
Coefficient of determination
(Adjusted coefficient of
determination)

0.929 (0.928)

0.945(0.944)

0.928(0.927)

0.940(0.939)

F-2t
F-Value

1199.608 "

1569.770""

1191.398 "

1440.538"""

= A2 2HATt-2HS LErd. * p<0.05 , ** p<0.01 , *** p<0.001
Note: The statistics indicate the regression coefficient (t-value)
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Table 9. Regression Coefficients by Stepwise Method

. . . s 7| %0}
- - ~ Short-term effect Long-term effect .
. | INGREPRRE) | IN@ERIps INCERIZHE])
, | LN | INGIRAZED | (@A)
| (Socs (Economic . (Economic
L , (Social development ‘
| development development U e development
, |  expenditure) expenditure) P expenditure)
(&) i
(Constant) -0.188(-0.591) 2306 (7.559) 0.507 (2.621) -1.583" (-3.102)
LN(E7 R ) 0.038""(3.377 0.062""(22.709 0.041""(3.630 0.053"(-2.763
(Population density) 088 B3 | D (@2709) : (2/630) e (-2:763)
LN(EAIEE:D ok ok dkok Kk *kK
0.120 (5.136) 0312 (9.698) 0.123  (5.256) 0.265  (6.800)

(Urban area)

IN(sEHE)

(Rural area)

-0.048"(-2.857)

-0.054""(-3.211)

0.062"(2.004)

LN(MH[AQ H|S)
(Service industry portion)

-0.840""(-6.199)

-0.270"(-0.029)

LN(L2I XA
(Local tax per capita)

0.104""(5.563)

*

0.084 " (4.857)

0136 " (4.283)

LN(BHay )
(General administration
expenditure)

0.062""(3.873)

0047 (3.122)

LN(Q|ZER )
(Dependent resources)

0.165 "(9.086)

0.137""(4.391)

0.143"7"(8.757)

0.233"7"(6.088)

HEE [LN(AFR|ZHZH)]
Previous year [(Economic
development expenditure)]

0.650 " (26.663)

0.643"""(26.420)

TEE [IN(ZHZHH)]
Previous year [LN(Social
development expenditure)]

0.579""(22.709)

0.671"""(26.860)

Sgo| t7|z1t
Short-term effects of
Consolidation

-0.104"(-2.735)

0.677"""(9.655)

g9 F7l=at
Long-term effects of
Consolidation

-0.012"(-2.751)

AEA(=BEEAD)
Coefficient of determination
(Adjusted coefficient of
determination)

0.929(0.928)

0.944(0.944)

0.928(0.927)

0.940(0.939)

F-2t
F-Value

1351177

2353627

1531.188"""

1620.923""

T A2 2AHATE-2DE LEHE. * p<0.05, ** p<0.01, *** p<0.001
Note: The statistics indicate the regression coefficient (t-value)
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