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Abstract
Jang Wook Lee

There are many literatures that present the positive effect of government expenditures
on national economic growth. Local governments also increase their government
spending to boost the local economic growth. It strengthens that the fiscal intervention
might be critical to boost local economy, especially, during a economic recession, which
market consumption level in the economy falls.

This paper presents the effect of local government expenditures on the local economy
growth. It explains how local government spending expansion might boost its local
economy growth. The paper employs the Propensity Score Matching Method(PSM) to
estimate the average treatment effect on the Treated(ATET) of local government
expenditures while the fiscal expansion of government expenditures, focusing on local
economy, to boost their economic growth, which is over critical level. It also provides
the definition of local economy stimulus budget ratio to present the critical level of local
government spending to affect the local economy growth employed during the

estimation.

Keywords: Local Finance, Fiscal Policy, Local Economic Growth, Average Treatment
Effect on the Treated(ATET)
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