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Abstract
Hojun Bang / Youho Shin

This study examines the structural mechanisms through which the Local Decline
Response Fund, introduced in 2022, interacts with local population decline using a
system dynamics-based causal loop analysis. The Fund has been implemented in 89
depopulation areas and 18 areas of concern, while previous studies have mainly assessed
its effects through population inflows and related demographic outcomes. To provide a
more comprehensive perspective, this study constructs a causal loop diagram based on a
review of prior research on demographic change, local decline, fiscal conditions, and
settlement environments.

The analysis identifies an interconnected feedback structure linking birth rates, the
working-age population, youth population, aging, local decline risk, demand for fiscal
support, allocation of the Local Decline Response Fund, local fiscal capacity and
expenditure, living infrastructure, local attractiveness, de facto population inflows, local
tax revenues, and childbirth support programs. The results suggest that the Fund's
effects should not be evaluated solely through short-term population changes or
individual project outcomes, but through medium- and long-term interactions among
demographic, economic, fiscal, and settlement-related factors.

The findings also indicate that future redesignation of depopulation areas and Fund
performance evaluations should complement quantitative indicators with measures of
sustainable settlement conditions, including local attractiveness and residents'
satisfaction. This study contributes by conceptualizing local decline and fiscal
intervention as a dynamic feedback system rather than a linear causal relationship.

Keywords: Local decline response fund, depopulation areas, system dynamics, causal
loop analysis, feedback loop
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