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A Study on the Factors of Liabilities of Local Public
Enterprises
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Abstract

Chang—Dong, Kong / Seong—Ho, Jeong

The liabilities of local public enterprise is continuously increasing while the
debt of local government is also increasing. Although local public enterprises
are off—budget entity and thus located outside the direct control of local
government, they are being heavily utilized by local government to pursue local
government fiscal activities, resulting in an increase of total local public
enterprise liability. This study empirically tests such possibility by employing
a panel dataset. The results of this study are as following. First, an increase
in the debt of local government leads to an increase in the liability of local
development corporation and total liabilities of local public enterprises. Second,
an increase in the reliance of intergovernmental revenue (dependent revenue)
results in an increase in the liabilities of local development corporation, other
local public enterprises, and total local public enterprise. Third, an increase in
the population density leads to an increase in the liability of local development
corporation, other local public enterprises, and total local public enterprises.
Finally, taking over power by opposition party lowers the liability of other
local public enterprises. However, reelection of incumbent chief executive
officer leads to a reduction in the liability of local development corporation and
total local public enterprises. Nonetheless, it increases the liability of other

local public enterprises.

FA}: AYF, A, LA

Key Words: Local Public enterprises; Liabilities, Burden Shift
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H1l:10g(E_DEBTS); =B1+B2log(G_DEBTS)i +Bslog(Dep_revenue); +
Bilog(Pop_density)i . +Bs(AGE65);,+
Be( Ruling_party)y(dum)+ B7( Elect_time);(dum)+e;

H2:1og(EE_DEBTS);;=B1+82l0g(G_DEBTS) +Bslog(Dep_revenue); +
Bilog(Pop_density)i.+Bs(AGE65); +
Be( Ruling_party)y(dum)+B7(Elect_time)y(dum) +e;

H3:log(Total_ DEBTS);i=B1+B:log(G_DEBTS) +Bslog(Dep_revenue)i +
Bislog(Pop_density)it.+Bs(AGEG65); +
Be( Ruling_party)y(dum)+ B7( Elect_time)(dum)+e;
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<3 3> W) #3 7| xEA

(29 9, %)

Ei #53 3+t EEHA gk H gk
AGAPR A DR 96 27.91578 6242661 | 26.82314 | 29.29536
SANLFARRA 96 27.36801 1.483979 | 23.43995 | 30.76797
7| e} AR-A 37 16.77518 3.820542 | 8.006368 | 25.61996
A7 4T 37 27.67079 1.921696 | 24.59697 | 30.77376
o] EAH 96 28.47774 5273264 | 27.03165 | 29.39729
A= 96 6.621518 1.514114 | 4.454347 | 9.737528
A= (% 96 12.08729 3.24905 6.29 19.64
AT 96 1.697917 4615715 0 1
A SR 96 1.604167 491596 0 |
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M InE_DEBTS InEE_DEBTS InTotal_DEBTS
B (het—corrected s.e) | B(het—corrected s.e) | B(het—corrected s.e)
K| MR} X] A 0.760 %% -0.510 0.539%x
kR ] (0.225) (1.703) (0.268)
o)) 2 0.840%* 5.826% 1.829%xx
s (0.481) (3.123) (0.444)
e 0.567 %% 1.985%xx 0.767*%x
- (0.118) (0.558) (0.092)
_ 0.029 -0.157 —-0.030
. . . .
kil (0.037) (0.217) (0.048)
—— —0.252 7,421 5% —0.396
(0.197) (2.030) (0.395)
P —0.755%%% 3.891#x*x —0.632%%%
(0.192) (1.023) (0.187)
—21.225%% —155.243%%% — 44 12255k
O (10.560) (55.193) (8.210)
obs 96 37 37
group 16 8 8
R—sq 99.00 79.99 98.93

* p<0.1, *x p<0.05, *x* p<0.01
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<H=Z> A GA A} A NLFAL, FEEAL, 7Y BRA
A
23 (H1) 23 (H2) 23 (H3)
R InE_DEBTS InEE_DEBTS InTotal_DEBTS
B(het—oorrected s.e) | B(het—oorrected s.e) | B(het—corrected s.e)
=) ¥} 2} x| T A 0.691%** —0.280 0.616%+
53 (0.220) (1.799) (0.294)
=4l 0.980%* 5.012 1.728*xx*
(0.481) (3.163) (0.463)
0.553%** 1.97 4%+ 0.781#**
ATE=
(0.112) (0.567) (0.091)
S -0.211 6.743%%* —0.450
(0.191) (1.690) (0.316)
gl —0.718+** 3.784 %%+ —0.656%**
(0.192) (0.976) (0.164)
—22.927%x —139.647 %% —43.779%%x
_cons
(10.868) (52.910) (7.675)
obs 96 37 37
group 16 8 8
i 99.03 79.58 97.87

* p<0.1, ** p<0.05, *** p<0.01
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