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An Empirical Analysis of the Effect of Regional Amalgamation:
The Case of Cheongju and Cheongwon in Korea

A-¢14= Chang Insu’, £ 4 Sohn Hosung""

Abstract

The purpose of this study is to analyze the effects of the Cheongju—Cheongwon integration?the first autonomous
amalgamation driven by the two local governments in Korea—and to derive policy implications for future regional
policies based on the analysis results. For the empirical analysis,the aggregate data of regions were used as analysis
data, and the synthetic control method, which is widely used as one of the quasi-experimental design methods,
was employed as an analysis method. The analysis shows that the Cheongju—Cheongwon amalgamation resulted
in an improvement in fiscal conditions. On the other hand, the amalgamation did not affect the budget size,which
suggests no economies of scale. Finally, there was no statistically significant effect on the GRDP per capita. Based
on these findings, we argue that more policy interventions aimed at regional integration are necessary to achieve
balanced national development and local autonomy system given the rapidly changing demographic dynamics. In
addition, results of this study provide implications for the special local governments and related policy directions

to effectively respond to the decline in local population.

Keywords: Regional Amalgamation, Fiscal Conditions, Economies of Scale, Synthetic Control Method
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Table 1 _ Synthetic Control Group Composition Region and Weight for Each Outcome Variable

(unit: %)
Panel A: Panel B: Panel C:
Financial Independence Index Fiscal Independence Index General Accounts Per Capita
Region Weight Region Weight Region Weight
Bucheon, Gyeonggi 16.3 Uijeongbu, Gyeonggi 25.3 Seongnam, Gyeonggi 30.3
Goyang, Gyeonggi 38.8 Goyang, Gyeonggi 155 Ansan, Gyeonggi 13.1
Jeungpyeong, Chungbuk 22.7 Jeonju, Jeonbuk 5.6 Goyang, Gyeonggi 35.8
Haenam, Jeonnam 12.4 Suncheon, Jeonnam 1.9 Jeonju, Jeonbuk 11.3
Hampyeong, Jeonnam 4.0 Yangsan, Gyeongnam 0.8 Goheung, Jeonnam 2.6
Sinan, Jeonnam 5.8 Yeongcheon, Gyeongbuk 6.4
RMSPE = 0.7255 RMSPE = 0.9837 RMSPE = 0.0370
Panel D: Panel E: Panel F:
Social Welfare Budget Per Capita Health Expenditure Per Capita General Public Administration Per Capita
Region Weight Region Weight Region Weight
Suwon, Gyeonggi 57.5 Seongnam, Gyeonggi 20.5 Bucheon, Gyeonggi 11.2
Yongin, Gyeonggi 14.9 Goyang, Gyeonggi 49.6 Goyang, Gyeonggi 71.4
Namwon, Jeonbuk 11.0 Jeonju, Jeonbuk 2.1 Siheung, Gyeonggi 5.6
Jangsu, Jeonbuk 5.2 Jinan, Jeonbuk 0.6 Yongin, Gyeonggi 0.1
Pohang, Gyeongbuk 6.1 Jangsu, Jeonbuk 0.2 Dangjin, Chungnam 8.4
Uiryeong, Gyeongnam 4.5 Sunchang, Jeonnam 1.6 Wanju, Jeonbuk 0.9
Hapcheon, Gyeongnam 0.8 Goheung, Jeonnam 5.0 Jinju, Gyeongnam 24
Gunwi, Gyeongbuk 1.5
RMSPE = 0.0061 RMSPE = 0.0014 RMSPE = 0.0032

Panel G: GRDP Per Capita

Region Weight
Cheorwon, Gangwon 6.9
Jangheung, Jeonnam 25.3
Yeongam, Jeonnam 16.6

Muan, Jeonnam 51.2

RMSPE = 0.2855
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Table 2 _ Pre—post Difference in Regional Characteristics

Variable pre-amalgamation mean(sd) | post-amalgamation mean(sd) | t-statistics(p-value)
Financial Independence Index(%) 37.31(2.68) 36.8(2.98) .3029(0.7688)
Fiscal Independence Index(%) 66.6(3.21) 64.7(1.93) 1.1377(0.2846)
General Accounts Per Capita(million won) 1.59(.18) 2.34(.23) -6.0451(0.0002)
Social Welfare Budget Per Capita(million won) .49(.09) 77(.07) -5.6519(0.0003)
Health Expenditure Per Capita(million won) .04(.01) .05(.01) -3.6611(0.0052)
General Public Administration Per Capita(million won) .12(.01) .18(.03) -4.6836(0.0011)
GRDP Per Capita(million won) 30.06(1.63) 33.46(2.70) -2.1504(0.0751)
Population(person) 809739.7(16707.39) 834393.8(2633.71) -3.2375(0.0102)
Ratio of 65yrs +(%) 11.3(.29) 11.1(.67) .5847(0.5731)
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Panel A: Financial Independence Index
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Year Coefficient p-value Coefficient p-value Coefficient p-value

2014 .6574 .6788 2.8866 .2992 1913 4087

2015 2.5494 .2335 2.8761 3795 .2306 4452

2016 1.8992 4233 5.0822 .1605 0457 .8613

2017 5.8458 .0875 8.4259 .0437 .0740 9124

2018 7.0211 .0656 7.9921 .0145 —.1634 7518
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Table 3 _ Estimation Results of Each Outcome Variable (continued)

Panel D: Panel E: Panel F:

Year Social Welfare Budget Per Capita Health Expenditure Per Capita General Public Administration Per Capita

Coefficient p-value Coefficient p-value Coefficient p-value
2014 —.0085 8175 ~.0046 .6569 .0410 3795
2015 —.0407 .5693 —.0080 .5693 .1040 1532
2016 ~.0656 4087 -.0168 3065 .0308 7153
2017 =.0556 .6277 —.0189 4817 —-.0129 9051
2018 =.0699 .5766 -.0190 4671 .0072 9124

Panel G: GRDP Per Capita
Year
Coefficient p-value

2014 —.8236 5777
2015 6221 6667
2016 =.2425 .8222
2017 4.1053 1333
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Figure 3 _Placebo Test Results of Effect Estimates by Year After Treatment
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Figure 4 _Placebo Test Results by Outcome Variable
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