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Efficiency Evaluation of Welfare Expenditure of Local Government in
Korea Based on Demand Function Estimation*

- A Comparative Study between Metropolitan Area and Non-Metropolitan Area -
Beung-Ky Oh**
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ABSTRACT : This study has evaluated the efficiency of local Social Development Expenditure in
Korea. Before the analysis was started, this study divided the local Social Development Expenditure
into two types, the Education & Culture Expenditure and the Social Welfare Expenditure. Demand
functions of local public services(Education & Culture service and Social Welfare service) were
estimated by applying a panel data analysis. The results of analysis prove that the tax prices turn
out to be inadequate for using these local public services(except the case of metropolitan area's
Education & Culture service). According to this analysis, it is necessary to reform the local tax system
which raises the correspondent relations between the local tax and local Social Development
Expenditure in Korea. And it will also be required to reform the revenue system among central
government and local governments.

Key Words : Social Development Expenditure, Education & Culture Expenditure, Social Welfare
Expenditure, metropolitan area, non-metropolitan area, demand function
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