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An Analysis of Non-linear Relationship between Local
Government Size and Regional Economic Growth:
Armey Curve Verification Using AMG Estimation Method

So-youn Kim" + Suyeol Ryu™

R 2 A= 20022020 7|Zte| X|H CO|EIE AMB5tH X|UHREFZRL} XHAMEY 2o HAE 24
SIACE XYWHYRXIES ARHEHQF ZHIHYH2 Li+0 GRDP JEEL JUXL HEHQ| Armey ZHQ| 7|
7t EXst=X A5t FAHQ XUHYRX|EQ +FS HWEDXt SHACE. S5, FHYHN UHM HEXE
of Zxicts &EH AZHu XHE 0|HMS TF AMC FYHS ZEoIAUCE 24 Zul, SXIUHEXIE
AR FR2t XGEMEY 2ol FURY 2A7F LiEkd s, ZHZHEHI2E XIFEMEE Zols JU
A #AE EXGIX| BE A2 UEMHCL SXIYIEXIE HIS0| GRDP ChH| 7.63%Y O, AtZ|7HEH| HIS

345%Y O X9 YTES SUY + Us FHY XNEAZY A2 LERT XYYRE olzfst H

o
2 1ot S3XIE T HdsMS =0{0F Sict.

FR0|: XIYAYAIE, KSHHAE, HUYLTD, Amey Cune, AMG F3Y

Abstract: This study analyzed the relationship between local government size and regional economic growth
using regional data from 2002 to 2020. By dividing local government expenditure into social development
expenditure and economic development expenditure, economic growth and the inverted U-shaped Armey
curve were verified, and the optimal size of local government expenditure was examined. In particular, the
AMG estimation method considering the cross-sectional dependence and regional heterogeneity existing in the
panel data was utilized. As a result of the analysis, it was found that there was an inverted U-shaped
relationship between local fiscal expenditure and regional economic growth. When the proportion of total
local fiscal expenditure is 7.63% of GRDP and social development expenditure is 3.45%, it is found that the
optimal size of expenditure can maximize the regional economic growth rate. Local governments should

increase the effectiveness of public expenditure policies by considering these points.

Key Words : Local government expenditure, Regional economic growth, Optimal government size, Armey

Curve, AMG estimation method
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