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ABSTRACT

This study empirically analyzes whether political rent-seeking behavior exits in Korea.
The empirical analysis shows that there is a cyclical decline in aggregate revenue
immediately following the election year. However, when using other aggregate fiscal
variables including aggregate revenue, fiscal balance, tax and public burden ratio, no such
cyclical deterioration are found. By sector, the expenditures of the economic affairs show a
cyclical increase in the year right after the election. In addition, as the ratio of ruling party
senators to total senators is high, the expenditures of the economic affairs tend to increase
more and this tendency becomes more stronger right after the presidential election year.
Such a result turns out to be consistent even when the expenditure was analyzed separately
from the mandatory and discretionary expenditures by sector. This is a testimony to the
existence of political rent-seeking behavior in Korea.
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{Table 1> Senatorial and Presidential Election

Senatorial Election

Presidential Election

Time Ruling Party Ruling‘ Time
Party Ratio

7th Jun, 1967 Democratic Republic Party 73.7% 7th Apr, 1971
8th May, 1971 Democratic Republic Party 55.4% 8th Dec, 1972
9th Feb, 1973 Democratic Republic Party 66.7% 9th Jul, 1978
10th Dec, 1978 Democratic Republic Party 62.8% 10th Dec, 1979
11th Feb, 1981 Democratic Republic Party 54.7% 11th Aug, 1980
12th Feb, 1985 Democratic Republic Party 53.6% 12th Feb, 1981
13th Apr, 1988 Democratic Republic Party 41.8% 13th Dec, 1987
14th Apr, 1992 Democratic Liberal Party 49.8% 14th Dec, 1992
15th Apr, 1996 New Korean Party 46.5% 15th Dec, 1997
16th Apr, 2000 | National Congress for New Politics 48.4% 16th Dec, 2002
17th Apr, 2004 Civilized Public Party 53.1% 17th Dec, 2007
18th Apr, 2008 Grand National Party 53.5%

Note: 1) Ruling party ratio excluded the proportional representation.
Ruling party ratio becomes 55.9% when ‘Park’ Friendly Solidarity Party is counted as the Grand
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[Figure 1] Ratio of Ruling Party Senator to Total Senator(SR,)
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Source: The National Assembly of the Republic of Korea.
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(Table 2> Estimation Result of Auxiliary Equation

Constant AGDP, Inlation, R2
0.045%** 0.276%* 0.799%**
0.820
(3.110) (1.896) (4.606)

Note: Numbers in parentheses are t-values. *** ** * indicate significant levels at 1%, 5%, and 10%

respectively.
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[Figure 2] Tax Burden and Public Burden
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(Table 3> White Noise Test Results

A Number of Residual Lags included
T a
1 2 4 8 12
Tax Burden 0.156 2.191 3.546 9.674 11.419 18.045
Ratio (1.340) (0.139) (0.170) (0.046) (0.179) (0.114)
Public Burden 0.310%* 2.338 3.783 5.519 7.237 8.261
Ratio (2.435) (0.126) (0.151) (0.238) (0.511) (0.764)

Note: Numbers in parentheses are t-values(cv) or p-valug(White noise test). *** ** * indicate significant

levels at 1%, 5%, and 10% respectively.

(Table 4> Tax Burden and Public Burden Analysis

Tax Burden Public Burden
Constant 0.01(0.05) 0.48(1.45)
AGDP, 1.54(0.79) -0.19(-0.09)
Dy, -0.29(-0.90) -0.45(-1.27)
OB 0.04(0.38) 0.04(0.28)
Constant -0.14(-0.43) 0.28(0.74)
AGDP, 1.78(0.86) 0.08(0.04)
Dy, 0.26(0.88) 0.30(0.98)
v, 0.03(0.26) 0.02(0.14)
Constant 0.06(0.22) 0.52(1.54)
AGDP, 1.39(0.73) -0.38(-0.18)
D, -0.30(-1.20) -0.38(-1.28)
v, 0.04(0.36) 0.03(0.26)
Constant -0.01(-0.02) 0.39(1.10)
AGDP, 1.62(0.80) -0.18(-0.08)
F, -0.27(-1.18) -0.13(-0.47)
v, 0.03(0.24) 0.02(0.20)
Constant 0.07(0.21) 0.54(1.43)
AGDP, 1.20(0.58) -0.65(-0.29)
F,, -0.51(-1.06) -0.68(-1.23)
v, -0.02(-0.16) -0.05(-0.37)
Constant 0.04(0.12) 0.44(1.11)
AGDP, 1.42(0.69) -0.30(-0.13)
Fy, -0.22(-0.94) -0.16(-0.61)
v, 0.01(0.07) 0.01(0.05)

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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[Figure 3] Revenue and Revenue Growth
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[Figure 4] Expenditure and Expenditure Growth
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[Figure 5] Consolidated and Operational Budget Balance
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{Table 5> Aggregate Expenditure, Revenue, Fiscal Balance Analysis

Revenue Expenditure Fiscal Balance

Model 1 Model [I Model T Model IT Model I
Constant 0.00 (0.15) -0.03(-0.73) -0.03(-0.63) 0.04 (2.84) *** | 0.04 (2.70) **
AGDP, 1.06 (7.98) *** | 1.26 (4.94) *** | 126 (4.90) *** | -0.17(-3.54)*** | -0.17(-3.50)***

v, -0.01(-1.26) -0.06(-3.77) %% | 0.06(-3.74)*** | 0.01 (2.98) *** | 0.01 (2.97) ***
Constant 0.00(-0.13) -0.03(-0.67) -0.03(-0.70) 0.04 (2.92) *** | 0.04 (2.60) **
AGDP, 1.08 (7.62) *** | 124 (479) *** | 124 (4.70) *** | -0.15(-3.14)*** | -0.15(-2.96)***

v -0.01(-1.30)
0.00 (0.22)

106 (8.03) ***

-0.06(-3.59) **+
-0.03(-0.66)
1.27 (4.99) ***

-0.06(-3.59) ***
-0.03(-0.61)
1.26 (5.02) ***

0.01 (2.64) ***
0.04 (2.82) ***
-0.16(-3.48)***

0.01 (2.56) **
0.04 (2.66) **
-0.16(-3.45)%**

t
Constant
AGDP,

v -0.01(-1.25)
0.01 (0.37)

1.07 (8.35) ***

-0.06(-3.75) ***
-0.03(-0.80)
125 (5.69) ***

-0.06(-3.78) ***
-0.03(-0.83)
1.24 (5.99) **+

0.01 (2.98) ***
0.04 (3.05) ***
-0.16(-3.54) ¥*+

0.01 (3.06) ***
0.04 (3.10) ***
-0.156(-3.50) ¥**

t
Constant
AGDP,

Yy

-0.01(-1.47)
0.01 (0.24)
1.05 (7.77) ***

-0.06/(-4.07) ***
-0.03(-0.76)
126 (5.22) ***

-0.06(-4.15) ¥**
-0.03(-0.75)
1.26 (5.20) ***

0.01 (2.85) ***
0.04 (3.03) ***
-0.17(-3.54) ¥**

0.01 (0.00)
0.04 (2.94) **
-0.17(-3.53)%**

Constant
AGDP,

v -0.01(-1.34)
0.01 (0.62)

105 (7.93) ***

-0.06(-3.63) **+
-0.04(-1.01)
125 (5.50) ***

-0.06(-3.69)***
-0.04(-1.01)
1.24 (5.74) **+

0.01 (2.97) ***
0.04 (3.26) ***
-0.16(-3.50) ***

0.01 (2.97) ***
0.04 (3.16) ***
-0.16(-3.49)***

t
Constant
AGDP,

-0.02(-1.84)% | -0.06(-4.20)*** | -0.06(-4.32)*** |  0.01 (2.93) *** | 0.01 (2.94) ***

Note: Numbers in parentheses are t-values. *** ** * indicate significant levels at 1%, 5%, and 10% respectively.
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Defense Defense
Economy

Health and Social Protection

Education and Culture

General Public Services, Public Ordered Safety

Economic Affairs, Housing and Community
Health, Social Protection, Environmental Protection
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{Table 7> Congressional Committee by sector

Expenditure by Sector 18th Congress

House Steering Committee

Public Administration & Security Committee
i ) National Policy Committee

Public Services ) i
Strategy and Finance Committee
Legislation and Judiciary Committee

Intelligence Committee

National Defense Committee

Defense ) ) o )
Foreign Affairs, Trade and Unification Committee
Knowledge Economy Committee

Economy Land Transport and Maritime Affairs Committee

Food, Agriculture, Forestry and Fisheries Committee

. Health and Welfare Committee
Health and Social . .
Environment and Labor Committee

Protection . . .
Gender Equality and Family Committee
Education, Science and Technology Committee
Education and Culture Committee on Culture, Sports, Tourism, Broadcasting and

Communications

Source: The National Assembly of the Republic of Korea.

[Figure 6] Ruling Party Ratio by Sector
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[Figure 7] Expenditure and Expenditure Growth by Sector
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(Table 8> Estimation of

Model IV: Expenditure by Sector

Public Health. and Education and
Services Defence Economy Soc1a.l Culture
Protection
Constant | 0.00(-0.07) | -0.07(-1.10) | -0.22(-2.12)" | -0.01(-0.14) 0.03 (0.78)
AGDP, 1.01 (5.70)7" | 1.17 (5.30) | 0.70 (1.88)" 113 4727 | 112 (179
D, -0.02(-0.72) 0.01 (0.25) 0.04 (0.81) 0.05 (1.58) | -0.01(-0.70)
SR 0.05 (0.40) 0.04 (0.30) 049 (2.02)" | 0.06 (0.34) | -0.07(-0.71)
v, -0.02(-1.96)" | -0.05(-3.36)"" | -0.03(-1.28) | -0.06(-4.27)"" | -0.05(-5.15)""
Constant | 0.00(-0.07) | -0.07(-1.06) | -0.22(-2.08)" | 0.00 (0.05) 0.03 (0.79)
AGDP, 1.01 5.53)7 | 11450707 | 0.67 (1.73) 1.09 (4.26)"" | 111 (7.57)"
D,, -0.01(-0.25) | -0.02(-0.55) 0.00 (0.00) | -0.02(-0.54) | -0.01(-0.59)
SR 0.05 (0.36) 0.06 (0.39) 052 (2.08) | 0.07(039) | -0.07(-0.72)
v, 0.02(-1.96)" | -0.05(-3.28)"" | -0.03(-1.19) | -0.06(-3.95)"" | -0.05(-5.11)""
Constant | 0.00(-0.06) | -0.07(-1.09) | -0.22(-2.08)" | 0.00(-0.03) 0.03 (0.77)
AGDP, 0.99 (5.56) | 1.16 (5.15) | 0.74 (1.92)" 1.16 (4.64)" | 1.11 (7.62)
Dy, -0.02(-0.89) 0.00(-0.17) 0.03 (0.73) 0.02 (0.84) | -0.01(-0.61)
SR 0.06 (0.46) 0.05 (0.35) 048 (191)" | 0.04 (025 | -0.07(-0.67)
v, 0.02(-1.96)" | -0.05(-3.33)7" | -0.03(-127) | -0.06(-4.12)"" | -0.05(-5.15)""
Constant | -0.01(-0.11) | -0.07(-1.09) | -0.25(-231)" | -0.02(-0.25) 0.04 (0.80)
AGDP, 1.01 (5.67)" | 116 (521)" | 0.60 (1.60) 1.08 (433)" | 1.13 (7.76)"
F, 0.00 (0.08) 0.00 (0.08) 0.05 (1.00) 0.03 (1.00) 0.00(-0.27)
SR 0.05 (0.35) 0.05 (0.36) 0.57 2307 | 0.10 (0.53) | -0.08(-0.81)
v, 0.02(-1.98)" | -0.05(-3.32)"" | -0.03(-1.08) | -0.06(-3.95)"" | -0.05(-5.19)""
Constant | 0.00 (0.05) | -0.07(-1.11) | -0.28(-2.93)"" | 0.00 (0.05) 0.04 (0.84)
AGDP, | 099 (555 | 117526 | 077 2257 | 1.09 4337 | 1.13(7.65)
Fy, -0.03(-0.97) 0.00 (0.08) 0.16 (2.74)"" | -0.02(-0.58) 0.00(-0.10)
SR 0.05 (0.35) 0.05 (0.37) 0.56 (2.57)" | 0.07 (0.40) | -0.08(-0.84)
v, 0.03(:221)7 | -0.05(:3.19)"" | -0.01(-0.53) | -0.06(-4.05)"" | -0.05(-5.08)""
Constant | 0.00 (0.00) | -0.08(-1.22) | -0.34(-3.37)"" | -0.02(-0.23) 0.04 (0.77)
AGDP, 1.02 (5747 | 116 (5.24) | 057 (1.69) 112 (452)7 | 1.13 (7.83)
F,, -0.01(-0.27) 0.01 (0.46) 0.12 (2.99) | 0.03 (0.86) 0.00(-0.13)
SR 0.04 (0.29) 0.07 (0.46) 0.69 3.07)7" | 0.08 (0.45) | -0.08(-0.80)
v, -0.03(-2.00)" | -0.04(-3.08)"" | -0.01(-037) | -0.06(-3.67)" | -0.05(-5.01)""

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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{Table 9> Estimation of

Model V: Expenditure by Sector

Public Health. and Education and
Services Defence Economy Soc1a.l Culture
Protection
Constant | -0.01(-0.15) | -0.07(-1.10) | -0.22(-2.06)" | 0.00(-0.04) 0.02 (0.61)
AGDP, 1.01 G707 | 117 (5.28)7 | 0.68 (1.82)° 112 4.67)" | 1.10 (7.83)"
SR 0.06 (0.47) 0.05 (0.32) 050 2.02) | 0.05(0.28) | -0.05(-0.54)
Dy SR | -0.03(-0.77) 0.01 (0.12) 0.03 (0.41) 0.08 (1.57) | -0.03(-0.85)
v, -0.02(-1.99)" | -0.05(-3.35)"" | -0.03(-1.21) | -0.06(-4.22)"" | -0.05(-5.20)""
Constant | -0.01(-0.12) | -0.07(-1.13) | -0.22(-2.08)" | 0.00 (0.00) 0.03 (0.66)
AGDP, 1.00 (5.50)" | 1.13 (4.99)7 | 0.66 (1.68)" 1.08 (4.18)" | 1.09 (7.50)"
SR 0.05 (0.40) 0.07 (0.45) 0.52 (2.06) | 0.08 (045) | -0.05(-0.58)
D, SR | 0.01(-022) | -0.04(-0.57) | -0.01(-0.11) | -0.05(-0.67) | -0.02(-0.50)
v, 0.02(-1.97)" | -0.05(-3.30)"" | -0.03(-1.18) | -0.06(-3.97)"" | -0.05(-5.10)""
Constant | -0.01(-0.19) | -0.07(-1.13) | -0.21(-2.01)" | 0.00 (0.05) 0.02 (0.58)
AGDP, 0.99 (5.57)" | 1.16 (5.13)" | 0.70 (1.81)" 1.15 (4.61)" | 1.09 (7.60)
SR 0.07 (0.57) 0.06 (0.40) 049 (1.91)° | 0.04 (020) | -0.04(-0.47)
D;y,SR | -0.04(-0.90) | -0.01(-0.27) 0.02 (0.29) 0.04 (0.77) | -0.02(-0.73)
v, 0.02(:2.01)" | -0.05(:3.35)"" | -0.03(-1.21) | -0.06(-4.08)"" | -0.05(-5.19)""
Constant | -0.01(-0.16) | -0.07(-1.13) | -0.25(-2.34)" | -0.02(-0.25) 0.03 (0.75)
AGDP, 1.01 (5.61)7 | 1.16 (5.15) | 0.58 (1.52) 1.07 (423" | 113 (7.75)
SR 0.05 (0.40) 0.06 (0.38) 0.58 (234" | 0.10 (0.55) | -0.07(-0.75)
F,,SR 0.01 (0.19) 0.01 (0.18) 0.10 (1.14) 0.06 (1.11) | -0.01(-0.40)
v, -0.02(-1.96)" | -0.05(-3.30)"" | -0.02(-1.06) | -0.06(-3.95)"" | -0.05(-5.19)""
Constant | 0.00 (0.01) | -0.07(-1.14) | -0.27(-2.78)"" | 0.00 (0.02) 0.03 (0.72)
AGDP, 098 (5.54)7 | 1.16 (5.25)7 | 075 2.17)" | 110 435 | 1.11(7.65)"
SR 0.05 (0.40) 0.06 (0.39) 0.56 2.47)" | 0.07 (0.39) | -0.07(-0.72)
Fy,SR | -0.06(-1.01) 0.01 (0.09) 029 (245" | -0.03(-0.34) | -0.01(-0.12)
v, 0.03(:2.20)" | -0.05(-3.25)"" | -0.01(-0.66) | -0.06(-4.01)"" | -0.05(-5.11)""
Constant | 0.00(-0.07) | -0.08(-125) | -0.32(-3.17)"" | -0.02(-0.25) 0.03 (0.71)
AGDP, 1.01 (5727 | 115 (5.18) | 0.52(1.52) 1.10 (4477 | 112 (7.83)
SR 0.05 (0.35) 0.07 (0.48) 0.67 (295 | 0.08 (047) | -0.07(-0.71)
Fyu,SR | -0.01(-0.17) 0.03 (0.54) 022 (279" | 0.06 (1.10) | -0.01(-0.23)
v, 0.03(-1.98)" | -0.04(-3.13)"" | -0.01(-0.50) | -0.06(-3.72)"" | -0.05(-5.07)""

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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<Table 10> General Government Expenditure(2004~08)
(Unit: Tril. Won)

2004 2005 2006 2007 2008

Compensation of Employees Paid 57.4 62.5 67.0 71.4 76.2
Intermediate Consumption 285 30.8 335 36.7 41.4
Taxes on Production and Imports 0.0 0.0 0.0 0.0 0.0

Subsidies 3.2 2.9 3.8 4.8 5.0

Property Income 8.2 9.6 11.7 12.8 14.0
Social Benefits in Cash 17.7 214 25.5 29.9 35.1
Social Security Benefits in Kind 17.6 19.8 23.2 26.2 28.8
Other Current Transfers 21.8 24.1 27.8 34.5 40.9
Capital Transfers 8.6 8.4 9.5 10.8 12.0
Gross Capital Formation 47.8 47.0 45.0 473 51.7
Net Acquisitions of Non-produced &

Non-financial Assets + 36 >0 o 74

Mandatory Expenditure 129.4 144.1 160.9 177.0 195.5
Discretionary Expenditure 86.3 86.0 91.1 102.3 117.0
Expenditure 2157 230.1 252.0 279.4 312.5

Source: The Bank of Korea Economic Statistics System.
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[Figure 8] Mandatory Expenditure to Aggregate Expenditure
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Source: The Bank of Korea Economic Statistics System.
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[Figure 9] Mandatory Expenditure and Its Growth by Sector

Tril. Won}
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Source: The Bank of Korea Economic Statistics System.
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(Table 11> Estimation of Model IV: Mandatory Expenditure by Sector
Public Health. and Education and
Services Defence Economy Soc1a.1 Culture
Protection
Constant 0.03 (0.51) | -0.09(-1.50) | -0.03(-042) | -0.01(-0.07) 0.06 (1.27)
AGDP, 1.06 (6.22)" | 118 (5.67) | 0.97 (4.48)" | 1.14 421)" | 1.26 (8.04)"
D, -0.02(-0.69) 0.00 (0.01) | -0.02(-0.73) 0.04 (120) | -0.02(-0.82)
SR -0.02(-0.20) 0.07 (0.52) 0.09 (0.60) 0.05(0.26) | -0.16(-1.49)
v, -0.03(-2.68)"" | -0.05(-4.03)"" | -0.04(-2.85)"" | -0.07(-4.14)"" | -0.05(-4.60)""
Constant 0.03 (0.50) | -0.09(-1.50) | -0.03(-0.43) 0.01 (0.12) 0.06 (1.25)
AGDP, 1.05 (5.99)" | 1.14 (5447 | 1.03 461)7 | 1.123.90) | 125779
D,, -0.02(-0.49) | -0.02(-0.59) 0.02 (0.67) | -0.02(-0.45) | -0.01(-0.56)
SR -0.02(-0.19) 0.09 (0.63) 0.05 (0.38) 0.05(0.25) | -0.16(-1.49)
v, 0.03(-2.65)"" | -0.05(:3.97)"" | -0.04(-2.99)"" | -0.07(-3.92)"" | -0.05(-4.56)""
Constant 0.03 (0.50) | -0.09(-1.51) | -0.03(-0.42) 0.00 (0.05) 0.06 (1.25)
AGDP, 1.04 (6.07) | 1.15(548)" | 098 437)7 | 1.16 (4.16)" | 1.25(7.85)""
Dy, -0.02(-1.01) | -0.02(-0.63) | -0.01(-0.31) 0.02 (0.51) | -0.01(-0.81)
SR -0.01(-0.09) 0.09 (0.64) 0.08 (0.55) 0.03 (0.17) | -0.15(-1.42)
v, 0.03(-2.69)"" | -0.05(-4.01)"" | -0.04(-2.87)"" | -0.07(-4.02)"" | -0.05(-4.60)""
Constant 0.03 (0.51) | -0.08(-127) | -0.03(-0.54) | -0.02(-0.17) 0.05 (1.07)
AGDP, 1.07 (622) | 1.20 (5.80) | 097 (442)"" | 1.10 3957 | 1.26(7.86)""
F, 0.00(-0.20) | -0.02(-0.83) 0.02 (0.57) 0.03 (0.96) 0.01 (0.30)
SR -0.03(-0.27) 0.05 (0.40) 0.09 (0.59) 0.08 (0.41) | -0.16(-1.43)
v, -0.03(:2.72)"7 | -0.05(-4.14)"" | -0.04(-2.82)"" | -0.07(-3.91)"" | -0.05(-4.56)""
Constant 0.04 (0.74) | -0.10(-1.71)" | -0.01(-0.18) 0.02 (0.20) 0.06 (1.20)
AGDP, 1.00 (6.14)™ | 1.17 (5.66) | 0.97 (4.49)" | 1.12 (4.00)" | 1.27 (7.80)""
Fy, -0.06(-2.00)" | 0.02 (0.50) | -0.04(-0.96) | -0.03(-0.62) 0.00(-0.06)
SR -0.02(-0.18) 0.10 (0.71) 0.06 (0.42) 0.04 (020) | -0.16(-1.50)
v, 0.04(-3.30)" | -0.05(-3.75)"" | -0.04(-3.10)"" | -0.07(-4.04)"" | -0.05(-4.50)""
Constant 0.05 (0.85) | -0.09(-1.38) | -0.02(-0.31) | -0.02(-0.18) 0.05 (0.98)
AGDP, 1.07 (640 | 117 (5.657 | 1.00 457 | 113 411)77 | 127 8.02)"
F, -0.03(-1.24) | -0.01(-0.22) 0.00(-0.11) 0.03 (0.84) 0.01 (0.47)
SR -0.05(-0.44) 0.08 (0.55) 0.06 (0.42) 0.07 (0.36) | -0.15(-1.42)
v, 0.04(-3.01)"" | -0.05(-3.92)"" | -0.04(-2.80)"" | -0.06(-3.63)"" | -0.04(-4.31)""

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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(Table 12> Estimation of Model V: Mandatory Expenditure by Sector
Public Health. and Education and
Services Defence Economy Soc1a.l Culture
Protection
Constant | 0.03 (0.44) | -0.09(-1.54) | -0.03(-0.45) 0.00 (0.02) 0.05 (1.05)
AGDP, 1.06 (623) | 117 (5.66) | 098 4.51)" | 1.14 417" | 1.25(8.05)"
SR -0.02(-0.15) 0.08 (0.58) 0.08 (0.56) 0.04 (020) | -0.13(-1.29)
Dy SR | -0.03(-0.61) | -0.01(-021) | -0.02(-0.34) 0.07 (1.11) | -0.03(-0.98)
v, -0.03(-2.71)"" | -0.05(-4.03)"" | -0.04(-2.89)"" | -0.07(-4.08)"" | -0.05(-4.64)""
Constant | 0.03 (0.45) | -0.09(-1.58) | -0.02(-0.36) 0.01 (0.07) 0.05 (1.10)
AGDP, 1.05 (5.96) | 1.14 (5357 | 1.05(4.64) | 1.103.83) | 124 (172"
SR -0.02(-0.15) 0.10 (0.70) 0.04 (0.29) 0.06 (0.31) | -0.14(-1.36)
D, SR | -0.02(-0.40) | -0.04(-0.62) 0.05 (0.81) | -0.05(-0.59) | -0.02(-0.43)
v, 0.03(-2.67)"7 | -0.05(-3.98)"" | -0.04(-3.01)"" | -0.07(-3.93)"" | -0.05(-4.54)""
Constant | 0.02 (0.38) | -0.10(-1.64) | -0.02(-0.39) 0.01 (0.10) 0.05 (1.01)
AGDP, 1.04 (6.08)" | 1.14 (546) | 1.00 (4.46)7 | 1.16 4.13)7| 123 (7.81)"
SR 0.00(-0.02) 0.11 (0.77) 0.06 (0.42) 0.03 (0.15) | -0.12(-1.17)
D;,SR | -0.03(-0.83) | -0.03(-0.79) 0.01 (0.13) 0.02 (0.37) | -0.03(-0.90)
v, 0.03(:2.73)"" | -0.05(-4.07)"" | -0.04(-2.91)"" | -0.07(-4.00)"" | -0.05(-4.64)""
Constant | 0.03 (0.50) | -0.08(-1.35) | -0.03(-0.54) | -0.02(-0.18) 0.05 (1.01)
AGDP, 1.07 (6.19)7 | 120 (5.74)7 | 097 4347 | 1.08 3.84)7 | 125779
SR -0.03(-0.26) 0.06 (0.44) 0.09 (0.59) 0.09 (0.44) | -0.14(-136)
Fi,SR | -0.01(-022) | -0.04(-0.71) 0.03 (0.56) 0.07 (1.09) 0.01 (0.18)
v, -0.03(-2.72)"" | -0.05(-4.12)"" | -0.04(-2.82)"" | -0.07(-3.90)"" | -0.05(-4.53)""
Constant | 0.04 (0.70) | -0.10(-1.72)" | -0.01(-0.24) 0.01 (0.15) 0.05 (1.08)
AGDP, 1.00 (6.15)7 | 1.17 (5.66) | 0.98 (4.48)"" | 1.13 (4.00) | 1.26 (7.83)"
SR -0.02(-0.16) 0.10 (0.70) 0.06 (0.45) 0.04 (0.22) | -0.15(-1.41)
Fy SR | -0.12(-1.94) | 0.04 (0.54) | -0.06(-0.78) | -0.04(-0.45) 0.00 (0.01)
v, -0.04(-3.23)"" | -0.05(-3.84)"" | -0.04(-3.04)"" | -0.07(-4.01)"" | -0.05(-4.51)""
Constant | 0.05(0.77) | -0.09(-1.47) | -0.02(-0.38) | -0.02(-0.21) 0.04 (0.92)
AGDP, 1.07 (641)7 | 117 (5.60) | 0.99 (4.51) | 111 (4.06)" | 125(7.97)"
SR -0.05(-0.39) 0.08 (0.60) 0.07 (0.46) 0.08 (0.39) | -0.14(-134)
Fy SR | -0.05(-120) | -0.01(-0.14) 0.00 (0.04) 0.06 (1.08) 0.01 (0.39)
v, 0.04(-2.98)"" | -0.05(-3.94)"" | -0.04(-2.78)"" | -0.06(-3.68)"" | -0.04(-4.37)""

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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(Table 13> Estimation of Model IV: Discretionary Expenditure by Sector
Public Health. and Education and
Services Defence Economy Soc1a'l Culture
Protection
Constant | -0.11(-0.56) 023 (0.65) | -0.27(-226)" | -0.01(-0.13) | -0.03(-0.33)
AGDP, | 092 (1.62) 1.99 (1.60) 0.61 (1.37) 1.10 3.87)" | 0.71 2.07)"
Dy, 0.00 (0.02) 0.08 (0.49) 0.05 (0.82) 0.07 (1.26) 0.00 (0.05)
SR 0.26 (0.64) | -0.69(-0.84) 0.62 (217" | 0.06 (0.32) 0.17 (0.72)
v, 0.01 (0.13) | -0.02(-0.29) | -0.03(-0.93) | -0.04(-2.42)" | -0.05(-2.39)"
Constant | -0.11(-0.56) 024 (0.67) | -0.28(-2.26)" | 0.01 (0.07) | -0.03(-0.25)
AGDP, 0.99 (1.72)° 1.89 (1.50) 0.54 (1.17) 1.04 3.39)7 | 0.70 (2.00)"
Dy, 0.05 (047) | -0.03(-0.13) | -0.01(-0.10) | -0.03(-0.55) | -0.02(-0.33)
SR 0.23 (0.56) | -0.64(-0.78) 0.67 (2.29)" | 0.08 (0.39) 0.16 (0.69)
v, 0.00 (0.07) | -0.02(-023) | -0.02(-0.82) | -0.04(-2.11)" | -0.05(-2.36)"
Constant | -0.10(-0.52) 024 (0.67) | -027(-2.20)" | 0.00(-0.02) | -0.03(-0.31)
AGDP, 0.96 (1.67)" | 2.11 (1.68)" | 0.65 (1.42) 115 (392" | 072 (2.09)”
Dy, 0.02 (0.24) 0.10 (0.67) 0.04 (0.69) 0.05 (1.41) 0.01 (0.16)
SR 022 (0.54) | -0.76(-0.91) 0.60 2.04)" | 0.03 (0.17) 0.15 (0.66)
v, 0.00 (0.11) | -0.02(-030) | -0.03(-0.92) | -0.04(-2.33)" | -0.05(-2.41)"
Constant | -0.09(-0.46) 0.10 (0.27) | -0.31(-2.42)" | -0.01(-0.06) | -0.01(-0.09)
AGDP, | 095(1.67)" | 1.65(137) 0.50 (1.11) 1.06 352" | 076 221"
F, -0.01(-0.08) 0.23 (1.47) 0.06 (0.98) 0.02 (0.53) | -0.03(-0.61)
SR 022 (0.54) | -0.42(-0.52) 0.71 242" | 0.08 (0.39) 0.12 (0.52)
v, 0.00 (0.11) | -0.01(-0.10) | -0.02(-0.73) | -0.04(-2.13)" | -0.05(-2.48)
Constant | -0.14(-0.70) 032 (0.87) | -0.33(-2.92)" | 0.01 (0.08) | -0.02(-0.20)
AGDP, 1.03 (1.83)° | 1.84 (1.50) 0.75 (1.87)° 1.08 3.55) " | 0.68 (1.95)"
F, 0.12 (1.05) | -0.17(-0.81) 0.20 (2.84)"" | -0.01(-0.15) | -0.04(-0.64)
SR 025 (0.62) | -0.72(-0.89) 0.65(2.52)" | 0.07 (0.32) 0.16 (0.70)
v, 0.02 (0.40) | -0.04(-0.47) 0.00(-0.18) | -0.04(-2.15)" | -0.06(-2.51)"
Constant | -0.16(-0.80) 0.10 (0.25) | -0.41(-3.39)" | 0.00(-0.05) 0.00 (0.03)
AGDP, 0.92 (1.64) 1.85 (1.52) 0.48 (1.21) 1.08 3.63) | 073 2.17)"
F,, 0.06 (0.83) 0.16 (1.06) 0.15 (3.00)" | 0.01 (041) | -0.04(-1.00)
SR 031 (0.77) | -0.48(-0.57) 0.82 (3.08)" | 0.08 (0.35) 0.12 (0.53)
v, 0.01 (0.36) 0.00 (0.06) 0.00(-0.02) | -0.04(-1.99)" | -0.06(-2.63)""

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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(Table 14> Estimation of Model V: Discretionary Expenditure by Sector
Public Health. and Education and
Services Defence Economy Soc1a.l Culture
Protection
Constant | -0.11(-0.59) 025 (0.69) | -027(-2.18)" | 0.00 (0.00) | -0.03(-0.36)
AGDP, | 091 (1.61) 1.96 (1.59) 0.59 (1.31) 1.08 (3.88) | 0.70 2.07)"
SR 0.28 (0.68) | -0.72(-0.86) 0.63 (2.15)7 | 0.05 (0.23) 0.17 (0.77)
D,SR | -0.03(-0.18) 0.16 (0.58) 0.03 (0.34) 0.13 2.11)" | 0.00 (0.04)
v, 0.01 (0.14) | -0.02(-026) | -0.02(-0.87) | -0.04(-2.39)" | -0.05(-2.40)
Constant | -0.11(-0.57) 0.24 (0.66) | -0.28(-2.26)" | 0.00 (0.01) | -0.03(-0.32)
AGDP, 0.96 (1.66) 1.88 (1.48) 0.52 (1.11) 1.03 3.34)7 | 0.68 (1.96)"
SR 0.24 (0.59) | -0.63(-0.75) 0.68 (229 | 0.10 (0.45) 0.17 (0.80)
D,,SR 0.06 (0.33) | -0.05(-0.13) | -0.03(-0.26) | -0.05(-0.55) | -0.03(-0.34)
v, 0.00 (0.10) | -0.02(-0.24) | -0.02(-0.81) | -0.04(-2.13)" | -0.05(-2.37)"
Constant | -0.11(-0.55) 027 (0.75) | -027(-2.14)" | 0.01 (0.15) | -0.03(-0.32)
AGDP, 0.92 (1.61) 2.10 (1.68)" | 0.59 (1.29) 115 (3.98)" | 0.71 .07
SR 0.26 (0.62) | -0.82(-0.96) 0.63 (2.07)" | 0.00 (0.01) 0.16 (0.71)
Dy,SR | -0.01(-0.07) 0.19 (0.75) 0.01 (0.13) 0.09 (1.62) 0.01 (0.11)
v, 0.01 (0.13) | -0.02(-0.25) | -0.02(-0.86) | -0.04(-2.30)" | -0.05(-2.41)"
Constant | -0.11(-0.53) 0.11 (0.31) | -0.31(-2.45)" | -0.01(-0.05) | -0.01(-0.10)
AGDP, | 092 (1.62) 1.57 (1.29) 0.47 (1.03) 1.05 345" | 077 2.24)"
SR 0.25 (0.60) | -0.42(-0.52) 0.71 (2.45)" | 0.09 (0.40) 0.12 (0.56)
F\,SR 0.02 (0.14) 0.44 (1.51) 0.13 (1.18) 0.04 (0.55) | -0.06(-0.71)
v, 0.01 (0.14) | -0.01(-0.08) | -0.02(-0.71) | -0.04(-2.12)" | -0.05(-2.51)"
Constant | -0.14(-0.70) 031 (0.86) | -0.32(:2.77)"" | 0.00 (0.05) | -0.02(-0.24)
AGDP, 1.01 (1.78)" | 1.84 (1.50) 0.73 (1.78)° 1.08 3.56) | 0.65 (1.91)"
SR 0.26 (0.65) | -0.71(-0.88) 0.64 (2.43)" | 0.07 (0.33) 0.17 (0.81)
F,,SR 0.19 (0.92) | -0.37(-0.86) 036 (2.53)" | 0.00(-0.01) | -0.09(-0.82)
v, 0.01 (0.34) | -0.03(-043) | -0.01(-032) | -0.04(-2.14)" | -0.06(-2.55)"
Constant | -0.16(-0.81) 0.11 (0.30) | -0.38(-3.20)" | -0.01(-0.06) 0.00 (0.03)
AGDP, | 0.89 (1.60) 1.78 (1.45) 0.43 (1.05) 107 3.59)" | 0.74 2.24)"
SR 032 (0.79) | -0.48(-0.58) 0.79 (2.96)"" | 0.08 (0.37) 0.12 (0.58)
Fy,SR 0.12 (0.89) 0.31 (1.08) 027 (2.83)"" | 0.03(0.52) | -0.09(-1.19)
v, 0.01 (0.35) 0.00 (0.01) 0.00(-0.14) | -0.04(-2.01)" | -0.06(-2.68)""

Note: Numbers in parentheses are t-values. *** ** * indicate significant levels at 1%, 5%, and 10% respectively.
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{Table A—1> Results of Estimation Using Appendix Model

Public Healthn and Education and
Services Defence Economy Soc1a'1 Culture
Protection
Constant | 0.02 (0.75) | -0.05(-1.92)" | -0.03(-0.67) 0.01 (0.44) | 0.01 (0.32)
AGDP, | 1.05(152)7 | 12277607 | 124 (458" | 119 (7177 | 1.04(10.34)"
D, -0.02(-0.69) 0.01 (0.30) 0.05 (1.02) 0.05 (1.60) | -0.01 (-0.76)
v, -0.03(-2.07)" | -0.05(-3.49)"" | -0.04(-1.68)" | -0.06(-4.43)"" | -0.05 (-5.12)""
Constant | 0.02 (0.62) | -0.05(-1.60) | -0.02(-0.49) 0.03 (1.00) | 0.01 (0.34)
AGDP, | 1.05(726)" | 120 (747" | 125445 | 117 (6.61)" | 1.03 (9.95
Dy, 0.01(-022) | -0.02(-0.52) 0.02 (0.32) | -0.02(-0.50) | -0.01 (-0.64)
v, 0.03(-2.07)" | -0.05(-3.42)"" | -0.04(-1.62) | -0.06(-4.12)"" | -0.04 (-5.08)""
Constant | 0.02 (0.86) | -0.05(-1.72)" | -0.04(-0.82) 0.02 (049) | 0.01 (0.38)
AGDP, | 1.04 (7447 | 1227697 | 127 467 | 120(6.99) " | 1.04(10.23)""
Dy, -0.02(-0.83) 0.00(-0.11) 0.05 (1.16) 0.02 (0.88) | -0.01 (-0.72)
v, -0.03(-2.09)" | -0.05(-3.47)"" | -0.04(-1.68)" | -0.06(-4.26)"" | -0.05 (-5.14)""
Constant | 0.01 (0.56) | -0.05(-1.86)" | -0.02(-0.50) 0.02 (0.66) | 0.00 (0.13)
AGDP, | 1.05(748) | 122774 | 1234487 | 118 (6.91)7 | 1.05(1027)""
F, 0.00 (0.02) 0.00 (0.02) 0.02 (0.47) 0.03 (0.92) | 0.00 (-0.10)
v, 0.03(-2.09)" | -0.05(-3.46)" | -0.04(-1.56) | -0.06(-4.15)"" | -0.05 (-5.13)""
Constant | 0.02 (0.92) | -0.05(-1.79) | -0.06(-1.34) 0.03 (1.03) | 0.00 (0.18)
AGDP, | 1.02(72007 | 1227577 | 1385327 | 1.16(6.60)" | 1.04 (9.99)"
Fy, -0.03(-0.99) 0.00 (0.06) 0.15 (2.50)" | -0.02(-0.58) | 0.00 (-0.19)
v, -0.03(-2.32)" | -0.05(-3.34)7" | -0.02(-1.02) | -0.07(-4.20)"" | -0.05 (-5.00)""
Constant | 0.02 (0.67) | -0.06(-1.89)" | -0.06(-1.26) 0.02 (0.48) | 0.00 (0.11)
AGDP, | 1.05(742) | 1237757 | 1294977 | 1206.97)7 | 1.05(1021)""
F,, -0.01(-0.33) 0.01 (0.37) 0.09 (2.08)" | 0.02 (0.80) | 0.00 (-0.01)
v, 20.03(-2.12)" | -0.05(-327)"" | -0.03(-1.11) | -0.06(-3.87)*** -0.05 (-4.96) "

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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{Table A—=2> Results of Estimation Using Appendix Model

Public Health and | oy ation and
Services Defence Economy Socql Culture
Protection
Constant | 0.02 (0.84) | -0.06(-2.35)" | 0.01 (0.26) 0.01 (0.42) 0.00(-0.22)
AGDP, 1.04 (7.73) | 1.25839)7 | 1.07(7.08)7 | 1.19(6.34)7 | 1.10 9.74)"
Dy, -0.02(-0.73) 0.00 (0.07) | -0.02(-0.67) 0.04 (122) | -0.02(-0.93)
v, 0.03(:2.73)7" | -0.05(-4.18)"" | -0.04(-3.08)"" | -0.07(-4.28)"" | -0.04(-4.30)""
Constant | 0.02 (0.80) | -0.06(-2.08)" | -0.01(-0.20) 0.03 (0.87) 0.00(-0.22)
AGDP, 1.03 (7427 | 124 8117 | 109 (71D | 117 5.94)7 | 1.08 (9.33)
D,, -0.02(-0.52) | -0.02(-0.54) 0.03 (0.75) | -0.02(-043) | -0.02(-0.64)
v, 0.03(:2.70)"" | -0.05(-4.13)"" | -0.04(-3.19)"" | -0.07(-4.07)"" | -0.04(-4.25)""
Constant | 0.02 (1.02) | -0.06(-2.05)" | 0.00 (0.14) 0.02 (0.51) 0.00(-0.07)
AGDP, 1.03 (7.67)7 | 125832 | 1.07(7.000 | 1206217 | 1.09 (9.63)"
Dy, -0.02(-1.05) | -0.01(-0.52) 0.00(-0.19) 0.02 (0.53) | -0.02(-1.00)
v, 0.03(-2.75)"7 | -0.05(-4.17)"" | -0.04(-3.10)"" | -0.07(-4.16)"" | -0.04(-4.33)""
Constant | 0.02 (0.67) | -0.06(-2.18)" | 0.00(-0.03) 0.02 (0.55) | -0.01(-0.61)
AGDP, 1.04 (7.69)™ | 126 8.53)™" | 1.07 (7.06)™ | 118 6.21)"" | 1.10 9.67)""
F, 0.00(-0.16) | -0.02(-0.94) 0.01 (0.45) 0.03 (0.90) 0.01 (0.61)
v, 0.03(-2.76)"" | -0.06(-4.30)"" | -0.04(-3.07)"" | -0.07(-4.08)"" | -0.04(-4.27)""
Constant | 0.03 (1.40) | -0.07(-2.42)" | 0.01 (0.44) 0.03 (0.94) | -0.01(-0.37)
AGDP, 098 (7.53) | 1278317 | 1.04 (6.78) | 1.16 (592 | 1.10 9.37)
Fy, 0.06(-2.03)" | 0.02 (0.45) | -0.04(-0.99) | -0.03(-0.63) | -0.01(-0.22)
v, -0.04(-3.36) " | -0.05(-3.93)"" | -0.04(-3.30)"" | -0.07(-4.16)"" | -0.04(-4.22)""
Constant | 0.03 (1.11) | -0.06(-2.06)" | 0.00 (0.16) 0.01 (037) | -0.02(-0.72)
AGDP, 1.03 (7.68)" | 125832 | 1.06 (7.0007 | 120 6.28)" | 1.11 (9.72)""
F,, -0.03(-1.20) | -0.01(-036) | -0.01(-0.23) 0.03 (0.79) 0.01 (0.68)
v, -0.04(-3.03)"" | -0.06(-4.14)"" | -0.04(-3.06)"" | -0.07(-3.82)"" | -0.04(-4.02)""

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.
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{Table A—3> Results of Estimation Using Appendix Model

Public Health' and Education and
Services Defence Economy Soma'l Culture
Protection
Constant | 0.00 (0.03) | -0.04(-0.23) | -0.04(-0.70) 0.01 (0.42) 0.03 (0.78)
AGDP, 113 247)7 | 1.26 (1.42) 129 3.95)" | 1.16 (585" | 0.88 (3.66)
Dy 0.01 (0.10) 0.06 (0.39) 0.06 (1.04) 0.07 (1.89)" | 0.00 (0.11)
v, 0.00 (0.04) | -0.01(-0.17) | -0.04(-136) | -0.04(-2.52)" | -0.06(-2.64)
Constant | -0.01(-0.13) | -0.01(-0.05) | -0.03(-0.48) 0.04 (1.04) 0.04 (0.89)
AGDP, 118 2.54) | 121 (1.33) 129 (3827 | 113529 | 0.86 (3.51)
Dy, 0.05 (0.52) | -0.04(-0.20) 0.02 (024) | -0.02(-0.50) | -0.02(-0.29)
v, 0.00(-0.01) | -0.01(-0.12) | -0.04(-1.30) | -0.04(-2.23)" | -0.05(-2.60)""
Constant | -0.01(-0.07) | -0.05(-0.31) | -0.05(-0.83) 0.01 (0.33) 0.03 (0.68)
AGDP, 1.15 (250" | 1.30 (1.46) 132 (4.03)7 | 1.18(5.80)7 | 0.89 3.67)""
Dy, 0.02 (0.34) 0.07 (0.51) 0.06 (1.14) 0.05 (1.45) 0.01 (0.26)
v, 0.00 (0.03) | -0.01(-0.17) | -0.04(-1.35) | -0.04(-2.42)" | -0.06(-2.65)""
Constant | 0.01 (0.10) | -0.07(-0.50) | -0.03(-0.52) 0.03 (0.79) 0.04 (0.99)
AGDP, 113 (248)" | 121 (1.42) 127 3.85) | 1155517 | 089 3.71)"
F, -0.01(-0.18) 0.24 (1.62) 0.03 (0.44) 0.02 (0.46) | -0.03(-0.74)
v, 0.00 (0.03) 0.00(-0.02) | -0.04(-124) | -0.04(-2.25)" | -0.06(-2.72) "
Constant | -0.03(-0.33) 0.03 (0.16) | -0.08(-1.40) 0.03 (0.91) 0.04 (1.00)
AGDP, 123 (269 | 111 (1.22) 145 4707 | 114 (5347 | 085 (3.46)
Fy, 0.12 (1.06) | -0.16(-0.75) 0.19 2.61)" | -0.01(-0.15) | -0.03(-0.58)
v, 0.01 (0.32) | -0.03(-0.34) | -0.02(-0.67) | -0.04(-2.24)" | -0.06(-2.71)""
Constant | -0.02(-0.24) | -0.10(-0.63) | -0.07(-1.29) 0.03 (0.69) 0.05 (1.24)
AGDP, 1.16 2.56)" | 137 (1.57) 135 432)7 | 116 (5527 | 0.85(3.59)"
F,, 0.05 (0.72) 0.18 (1.24) 0.11 2.12)7 | 0.01(035) | -0.04(-1.11)
v, 0.01 (0.23) 0.01 (0.18) | -0.02(-0.77) | -0.04(-2.12)" | -0.06(-2.89) "

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5%, and 10% respectively.



