T - BFFHAR 3B EAM2E
Environmental and Resource Economics Review
Volume 33, Number 2, June 2024 : pp. 159~178
DOI: https://doi.org/10.15266/KEREA.2024.33.2.159

Seg RIS T AW ARAZY

AN FahA]

<

ZHE G AT

BOD= " UXF JEWI% ERC.

ZIHMol| cHet XIH* X E k= 2SI 2|

JEL 25 : Q25, Q28, Q53, Q58

Ha(20244 18 82), 72024 3& 142)), AIRHEHU(2024H 48 42))

TR 7] 29k 2021 oprlolbA A AEE s 9} 202240 BRSNS Slol A wREglen, B

AAA ] viAlEhg] =g 4 - Heksto] A E S
* el A oA Al1AAHe-mail: young@kmi re kr)
= Tkl AEAAAAE R, wAIA R email: dhsuh@korea ac kr)

159

S|
S2 JHMof Chet RHEXIZ S| ARl 7RG k= BODO
CHSHAZE XIS FHIEE IR0l SEE 2fetA7l= A2 LIELRIC Ani, BODS| B2 4

7 RS} ZIoL), TP AR ZHES=
7t Z2E=IACE = X HEXIE0] XS FHSY

=3
2 S AYHe 2 JiMEkE Bt - HY(of os 2|

2 of: 2 g7l= SEIN T2 LAS OIS, X IHEXIZ0| +2IHM0f OlXl= 2-Et
oF ZFERIE SRl 0| fol 2010 R E] 2018E7EX| 17370 AlZFE tHefe=z mEXt
=25 7ES, 20 SHERYE FEEICE 252N ZuE FalohH, M, ~E 2ER
=2 MEXIE2 BOD H T-P 7iol|l ZubHQl Zie= LERGCE. BODO] Hs T-Pofl CHt |
gt d =34 LfEP-*OEH Mez O It AXlE A= LIEfRTE SM), +Z270d
= ?let HXIE2 X9 250 =8He &= Xl Aoz UEfken, X[ A=

A

A=

LR LR



A Dynamic Panel Approach to Examining the Effects of Local
Fiscal Expenditures on Water QualityJr

Hyonyong Kang* and Dong Hee Suh**

ABSTRACT : This study aims to assess the direct and indirect impacts of local fiscal expenditures on
water quality. Panel data spanning from 2010 to 2018 for 173 cities and districts in Korea are assembled,
and a two-stage dynamic panel model is utilized for our estimation. The empirical findings reveal several
key insights. Firstly, local fiscal expenditures on water quality are effective in ameliorating both
Biological Oxygen Demand (BOD) and Total Phosphorus (T-P). Notably, the direct impact on T-P
surpasses that on BOD in the short and long run. Secondly, expenditures dedicated to water quality
improvement demonstrate a positive effect on local economic growth, and an inverted U-shaped
relationship is observed between BOD and local economic growth. Due to the positive linkage, the
indirect effect on BOD suggests, on average, a deterioration in water quality during local economic
growth. Thirdly, concerning BOD, the direct effect of government expenditure on water quality
improvement outweighs the indirect effect, but in the case of T-P, the indirect effect is not significant, and
the total effect is solely determined by the direct impact. Despite local fiscal expenditures potentially
exacerbating water quality through regional economic growth, the study finds that the direct enhancement

of water quality remains a more substantial factor in the short and long run.
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