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Dynamic Panel Analysis on Relationship between Fiscal
Decentralization and Local Fiscal Size in Cities and

Counties of Korea
: Focused on Hypothesis of Leviathan and Collusion

Kim, Jae—Yeong* / Lim, Chae—Hong**

This study analyzed the effect of fiscal decentralization on the size of local government spending,
focusing on the Leviathan hypothesis and the Collusion hypothesis. To this end, from 2005 to
2016, a dynamic panel analysis was conducted on cities and counties. As a result of the analysis,
first, the Leviathan hypothesis that fiscal decentralization restricts or reduces the increase in
government expenditure was not supported. Conversely, it was analyzed that fiscal decentralization
increases the size of fiscal expenditure. Second, the Collusion hypothesis that collusion occurs due
to fiscal decentralization, which leads to an increase in dependent resources, thereby increasing
local government expenditures, was limitedly supported.Based on the above major analysis results,

the implications and subsequent research directions were discussed.
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webA R Aol HE AT AT BB R 2Aste] Aot 2 Tele] AUAATHAE YAt
o= 7 AuolE=A Yrhwal AAY dolezt ke Feje] selolss Bgait, sdvole
o 79 A7ro] sto] ME Qe BASUA A NS B4L st mEAA0] 55 3
A3} 5 Q7] WEolch, e Aol A it ARl 714 5 WA BAE SR

sbAl aefsh Fieie. 2 sdelolel £49] 45 st exgol B YA 1A
A AL ©|5 7o) BAZ 7HIE Aol AT AsAol ok B8 F3o] ojele 4971 2

Rt WtHGujarati, 2009; Wooldridge, 2015).

o|9} T2 WY wAlIE Faxstelr] siA EalolA= sidulold &AW & 54 dEA
(dynamic panel analysis)& &8sttt 52 Jld84L AL ZEHHLE A Z36lEg
UhE g @A ERHET 8842 40| 7hesith 53] 54 sjdiA 2 7heH At GMME
7 Hot o &R FATE AN ALFAE GMME T Z ARE-gH(Arellano & Bover, 1995;
Blundell & Bond 1998; £5%1-0]&8 4, 2015),

HH AIAFAE GMME R oA ALRIAES 288 A9 5 7IZHD)A =742 7t S7Fst
o] a&A FATS 7L 4 QA ot webd, =) 271 aid JiA 9] =(N) Eok AR 47
e, e R AREShE AW FEHER0] ARE t—17]2) t—27] 2 Agts)o] tl/Hffhi}(Roodman
2009; Mehrhoff, 2009; 159-A=H, 2019), 54 WdiA4 & YAIHR(t-1 500 t-2 F5
)0 A7) d ASa oA HSs AR o] o) A AloFES2 #18ll Sargan 7&*&
, 7ol 774w of o] @A o] EAE 4~ qleBE ARt FASAS Sl =HA
S Beetth(1elA- A, 2009b; %A, 2013; TAF, 2017). 18
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olFe =oE Tt Aed (AD, (FADE T4 WA P ’Egste ol (RFD, <

22), (¥, (BF4), (w52 ARt 5742 BFP2 ARXGA] FAEHE(Y)E F
SRR 5, Leviathan 7MIASS ¢lo AAEHS TAE B 5799 27H4] 7|, Collusion
_1

7HARSE Al B 223 o] 5 7] ASAEE skl mEbA St Aotk (
YD AXGA ] AF R FAE(DecErpy, )i SHHEFZ 123t Ao, (B 4
A o] AgEd FrA(DecRevy, )uhe Sydez g Zojw, (B¥3)& AXTA 4
H2F D Cllus )W T S8R 183 Aol (Bg4) = XA AFEd A&
(DecExpy, ), AADA A7 SR (Cllus ), 2123l APEd A0 A5t 939 4

2-8(DecErpp,™ Cllusy )& Sl 28gt mgott, (Rg5)& AATA S HFRA F5

ol

jinss
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(DecRev,), AADA 52 G Cllus ), T3 AR F4UTt 070 gite] o2

(DecRevy,™ Cllus )& Aol 12jst mglo|o},

(&@1) Leviathan 7HdASS 9% AEd FA=] SHH7A 45

Yi, =By + 8, Yy T 585 Yy o+ B3DecExpys, + 5, Controlys, + &,

(M G2) Leviathan 7MaAF52 1 B T4l A 5

=06yt 6, Yy _ 1+ 55 Y o+ B3DecRevy, + 3,Control «, + Ea,

(&%3) Collusion 7MHF& A3l Baol HHHsA B

Yo = By + B, Y1 T B Yy — o + B3CUus 5, + B,Control x; + &4

ox

(2%4) Leviathan 7MdHSS $17t A& A=, Collusion 7HaHS= Slal &, 18t o]

% 711—9,] APixl—.Q.o] Eahﬂ/\o

o 10 = °H T

oy M

o
T

=By + 501 Y1 + B Yy o+ BsDecExpy, + 8,Cllus x,
+ B DecExp* Cllus s, + ﬁﬁControli*t + £,

(o3

3t AHEAE F44, Collusion 7MAASS I8l &9, 28]ar o]

h

(H35) Leviathan "M A=
= 19 Asargo] Syl
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o
= By + B, Yoy 1 T 5y Yo+ ByDecRevy, + 3,Cllus
+ BsDecRevy, ™ Cllusx, + B,Control s, + e,

Yiey
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€5 4185}l xw%asu ARAZ T 7ke] BAE BAstIA Bt ol A A A
T 718 T34 154(2012), AEES-T24(2012), YAEAE|(2014) 58 F2 FxeE, ¥
RO rhofet AgAte] =98 vigo R MeE 2A3se] 747 st3lch(Marlow, 1988;
Grossman, 1989a; 1989b; 1992; Ehdaie, 1994; Grossman & West, 1994; Shadbegian, 1999;
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Chen, 2004 ). 2} W4t AHLPAN] AMA R 2R O APAHY A2, @ 29 1
o|E1% 8311, FHEAEYNN AT @ 1919 GRDP, @ Qubas 314 5& 28T 6 F
FHATE AU A A B AR, © FAFHL AT 2 WA FE U]l
SRR, oIS AFRAOIA A Wge| 2B} oL ATAHIS A (G 29}
o] aorg

27| At ARG E AR £9u|=o g2 EASIItHOates, 1985; Nelson, 1986), 1
2y AR o] ARl A AR E edoR S5k A AR FA0 TATE qlof
ARARE YR &2 245AcMarlow, 1988; Joulfaian & Marlow, 1990; Grossman, 1992;
Ehdaie, 1994; Cassette & Paty, 2010; HE4-814, 2012; S04 A5, 2012), o5 1185}
2 Q150] Aujo] SEE FEHAE 27 VIR ST, T2 UERQ012)S B AR
4 0] AR A& RE AT 2 FAAHGRDP) tu] Al-2e] A AFale) vE
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(Tiebout, 1956; Oates, 1972; Brennan & Buchanan, 1980)x}+ A E-Ho] 7}al=]H =|HlA 2 o] 34
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of ek(+)e] FFE A= AL BoFr, AAEH| A=Y AGARe A tEs S7HHE) A
olgt= Oates—Wallis 7Hd (Oates, 1985; Grossman-West, 1994; 347154 2012 5)& XA}
I i}, o]AFe] Y8-& T o, AAEAT FEAE e A= 7Hd-2 ot Ek

AR AFEAASED D AYEA) S WHE L ) GRS H+)o §F2 7F
Aol
AAILI-1) AZEAS YNE AFAZl F(+)2] 992 113 Ho])

ARI1-2) AYEHS YAE AFEl F(+)9] §FL w3 Ho),
APII-3) AEFLTL AT WFAF H(+)Y 982 wF Aol
APALI-4) AL ATNH AFFl F(+)9] 992 w3 Aol

shd, E e SRl @97Hd (Collusion Hypothesis)2 AFEH o2 @o] WAstal o] =
Qlgl o]&A o] ZUIsttt= AL AA| 2 5Fal Itk (Brennan & Buchanan 1980; Grossman, 1989a;
Shadbegian, 1999). $-2ueh= AldEd3} Q&4 €2 vHE(-) BAl] 22 Collusion 7H-2
AT AGAE o] WA S Fofof THda A8, 2014 AR1E). o] 23t Wt A]
=R LT} AP AE 7F WAE BARE vh=0) Agdso] AulE(+) J?_rﬁloﬂ e Holal
9lth(Buchanan & Wagner, 1977; Brennan & Buchanan, 1980; Grossman, 1989a; Shadbegian,
1999; Rodden, 2003; Feld et al, 2010; A&&-814, 2012; &4 -AF, 2012), & AH 1+ 3
o] TYAF HTH At FF 7 o]z A WA Y7 ERfaL ST Hago] A
WA &S F7HE 4= Sk Ao, o]5 1T off & Aol S o AL (lEA
Z7sto] QAR 7S 7 BAR A (REl-R
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e uf, o] A A (A=A L) A FRAIFO et ol = 7HE e o Tk

o

(Y

A7pde) BHe) mad JENLL (FHH L A HYHE F(+)9) §F 7Y
Aotk
AR 2] JERLL YThH AYE] F(+)2] §92 7IF Aol
A7reI2-2) GEALL FefF AFAZN H(+)9] e v F Aol

A7) AFLBAZEH E= AT BPH(SEN ) 5582 (45 2 Fr
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B) A UH+) Eis SH(-)S] §FE HE &folrf.

AP71H3-1) HFEANEEH) T FYFE (=N )] 45 AE A GAZA H+)
EE ()9 9%E nE Ao

HP7HE3-2) HFEAAGEE) T G (GEA )] Y538 FfF A GA& H(+)
EE ()9 & v E Aoj.

A72T13-3) AFEAMEEE)T 71 (QERA )] A& 82 A H RFR]Zof U(+)
EE ()9 §FE n]E Aojd.
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Tt (2019) 5 AEAES] Bika
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jm
QA7) Aoz trehdei e s o, 201).
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} Alg|= .
i xx3} e e
AHA WEXIZE (tH= XXt &7 X1E NHE=
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iy oS XIS Nt XIXRR| Q17 191
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Ex|E (tH= ZF XX S| XIE A= Lt )
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=24 - LH 7+ | Z7H| AOI AL OlH} AL =7IEARE
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