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ABSTRACT

This study outlines measures related to fiscal policies aimed at responding to the
financial crisis according to the timing of commencement and then examines impacts of
expansionary fiscal policies on macro variables so as to extract policy implications. The size
of expansionary fiscal policy to respond to the financial crisis is found to total 59.8 trillion
won (6.1% of GDP in 2007), among which a total of 30.5 trillion won was the increased
fiscal expenditure made by the 2008 supplementary budget, the 2009 revised budget and the
2009 supplementary budget. In addition, tax reductions are found to be a total of 29.3
trillion won, mainly driven by the tax reforms in 2008 and 2009.

Examining dynamic changes in macro variables caused by the temporary increase in
fiscal expenditure and the tax reductions reveals that the increase effect of the real GDP
growth rate brought by a temporary rise in fiscal expenditure excluding tax reduction effects
turned out to be 1.1%p in 2009 and 0.3%p in 2010, compared to the period without the
increase in fiscal expenditure. Meanwhile, when taking into account the effect of
expansionary fiscal policies including tax reduction effects, the increase effect of real GDP
turns out to be much higher. In the case of 2009, the real GDP rose additionally by 1.9%p,
in which 1.1%p by the increase in fiscal expenditure and 0.8%p by tax reduction. Based on
these results, the expansionary fiscal policy conducted during the financial crisis since the
second half of 2008 can be seen to have played a significant role in helping the Korean
economy post a higher-than-anticipated recovery pace from the economic slowdown triggered
by the crisis.
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HYE Soff AvE Ay, FARTE AQdt a4t AHAE] A FTER gt
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AR Aol et ASAT= T2 =24 HEA|
SAEFH(SVAR)= ol-8dh= BF7F tiitolrh, x4 WERZ| AL o] thrA2l
L= Blanchard and Perotti(2002)0]th, o5& x4
Hote 240 wet AggR e aypdel EEbd o Slee skl A A=l
GDP A& Wl S22 0 g W] ghethe AdstolA AEAE] dA1A
ol 717} AAGDP ARES SV ﬂE}% AE B} Fatas and Mihov(2001)2}
Gali et al (2007) EgF FALSH 3kt gHH, Mountford and Uhlig(2009)
L 2z wEx7) 87 Eou Aal F-SA|2K(sign restriction)S F-oIgk éﬂr
BARRIE 53 A&57HF AZGDP AFES Alishs A1kE WAt S
U, 1 =7]= Blanchard and Perotti(2002)£1:}% ot 2 A= TS T,
Hall(2009)3} Barro and Redlick(2011)-2 H|R|Zof gt 3I|YEAS v O Z GDP
tjH] 1% sEsl= AYAE S7= AAGDP AHES 9F 1.25% A= 77+ A
oz F433th Romer and Romer(2010)= 77|10l -5 A8 2S] &2 L AR
A E o] "9k 2} = (official documents)@} A&% HZ(narrative approach)o] 23] I+
T ARAPAaNE FASIT o592 Aol w=H, AEGDP thiH| 1% TR0
galo] AAIE A AAl F 3do] At Alfoll= AAGDPE oF 3% Ak A
7= AoR Yttt HHH, Favero and Giavazzi(2012)+= Romer and Romer(2010)
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0| 35‘]34 AHAGDPE 7M1 4= ok Aat= EAsk=t, Giavazzi and Pagano

3 X&54E vjwsk= A9 Blanchard and Perrotti(2002)014+= 0.9~1.3 F=2 UeRd ¥ Mountford
and Uhlig(2009)°lA41= ©F 0,652 UERTE ©]2fgt Z}oli= Mountford and Uhlig(2009)914] 7k
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4 319, Leeper, Walker, and Yang(2009)2 AjAA|&0] AAl PHOo RN Aol FeFe v|x]&=
7 olYelle AFZ2 7= Wzt thgh WEF I announcement effect) 2 QI3 AAR7} §EGE 7}
5790] &S XHGnt. ol waauR ety AFEA At AP W] w2 AAA
AA as SZH—‘“?SL o= Q4SS HYrt WhA, Mertens and Ravin(2009)-2 ZA7He| ofst 2 a v}
& 1ok APodE olE IEelR] e Aot AR Abols 2 Aot §lad Helow,
Ramey(2009)F YXAINE 1HsH= Folle QYA GIN= 7|20 Ak} FARHS Bt
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(1990), Hemming et al.(2002)2 non—Keynesian 815 =2J5}11 Q) o5& A ¢
A7 Z(fiscal contractions)®] 23|18 H7|S HoA|7|= aibF HyE 4 ok 1
AUtk o5 Aiks e FEAY AEA7I dol FRY AN G Hiwt %
7F AShE A NS ARl Higt AlZglEo® ojojA FrE R 4 k=
=22 A%E 4 QlrhS ol IMF(2010)0ll4] =23t vie} Zho] o]2|3t A= A3H4]

ol Ao Aqut yeld 4= glon= o) (2a Fart ot

U At T2 24 WERP| AR 7Rkt ATt RS AFAlskaL %
o}, 793 (2006)2 ZAMEAYEY X2 E 7]ZE Blanchard and Perotti(2002)2] Hl

HES 483 23, A9 AGAE T40] BT B7IFFaNTE Jlom, Azl
WHAAE 7T o anpsgl J7)15eF ool 2uE AAsklh v, Kim
(2007) EFFARA A=l w2 9 =71 W45 F718k0] Blanchard and Perotti
(2002)9] HES FAS Aut, 4R avpdo] ANtAer I4] gth= 2diE 2
o]FAt 3 AHF(2007)2 Blanchard and Perotti(2002)2] H&of sfjoFEe E3hs}
of A8 avpdS AARE A9y, $AMeR [odt AYE ¥R XSke] Kim
(200m)°] Az AR, olek ol kel AT ARz AFEARY U HAIE
3} Azl B4l et thazte] Holrt EAst Atk

Sorg =Yl et ] AFA7 o SR8k Sl &6kl a6t E
sz3tsto] 54 A17|19] 2HA g F o] AAGDP AES o= Ax AsAlIFHETTl
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2. ANO|ZEYES 0] 8% AT

AAXOIEHE S o835 PP BIaPgo] B3 A= tFEE SHIEE dVE
(Dynamic Stochastic General Equilibrium: DSGE) 2&o] 7|8k} 1t} Hall(2009)
2 DSGE 232 o]§sfto] /442 7% GDP tiH] 1% 29 P& -2 A4
GDP AHE<= 1% A= A7l a7t lom, vk gEge]7F 0%l A==
Beolle L7% B=7HA] AsAXIvks 2T AlAs ole Baae7t S3kd=ol
o] 0%0A A== A5 ABAE 57 a8E AsAl7le AT Aol Akt
o2 HiZkan] 9 HTRREAE A7 AE Alofsh] WEl® & 4 qlth o]
o} §ARSE A3= Christiano, Eichenbaum, and Rebelo(2011)2} Eggertsson(2011)9]]
A= AAIEIL Uk Coenen ef al(2012)2 IMF, OECD 5 58 7|34 o]&3sl=
AAN 73} Ao A T 91853l )= Christiano, Eichenbaum, and Evans(2005)
2} Semts and Wouters(2007)2] DSGE 23 vlgto 2 u|xy} S AGko] 255 o
&5t AP0 A L - ZAIRH ol52 A7IRIA t-a-3t dAIA QL
A QRS A7 FSohs Wl akdd 4 lem, ojeel diks tfREe
8 AAEYNA FLeHA el 3S Hdoh PR S DA R A
AR & ] 2 FA|SME o] M A& (targeted transfer)?] Aol o & ASE YERGS
H, Ao S 23 olF= Aole L At e 4 A= AA
Shoitt. ot A A Zol| wE AAGDPE| A A Fofd Aol 7Rk AFd
T-oF HlSRE A=Ql Aom e,

HE, S59171 717k AR anpdol et At & SRS Utk Cogan
et al.(2010) Semts and Wouters(2007)9] ®&-& vpgro g nj=te] F§917] 717t &
AN = BAA A AR (American Recovery and Reinvestment Act: ARRA)S] B3=
A ol w71 SA AEAERY RS Tttt & AAGDP ARES]
7HAQl WeE Albsteledl. AAGDP7E A 0.6~0.7%p AL AT slos £
At} Drautzburg and Uhlig(2011)&= Pl=o] 569171 713t 5 Aol w-& HA4]

A lEsl| o8l ZRASAIE STMIPIE B A7IHeRe AEGDP 4AEC] 5t

—_—

N e

7 0]5& Bank of Canada Model, the Board of Governers of the Federal Reserve System<]
FRB-US Model®} SIGMA Model, European Central Bank®] New Area—Wide Model(NAWM),
European Commission®] QUEST Model, IMF2] Global Integrated Monetary and Fiscal Model,
OECD2] OECD Fiscal Model 5 & 67]] 7]&oj|A] o]&sl= 77/ 3L 0|83}t
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25k Hth Coenen et al (2012)2 25U (ECB)2] New Area—Wide Model
(NAWM)S o]83k0] T-5917] 717 Bt Sl peAlole] 4948 anpde a5
At olS9o] Ayl waw, = 7|7t = S27A AAGDPE SAA QAAMe] &
Tz oF 16%p AE F7HRoR AsS Aos uehgth Lief(2009)= 89171 717t
= SHuEre] =g PP made IMFE] GIMF 2¥(Global Integrated
Monetary and Fiscal Model)< ©|-&5to] B7I5k3itt, S-2{ubate] -9 GDP tie] A+
B4 @ 46k 242t p F7RRE A9 32 WA Rl 2 AAG HPEBE ofF
A AP Ao WAYSER] RS HLof Hlste] 0.8%p 7ot Al R Vet ESH
Azto] BEHA £} Z7t0] W AYE A5 AA £ AMoR vehtA =
o 253} Y(wealth)7h 2730l the} 7PIAE Eet Z7oke o2 et
Tk Lief(2009)= -2luete] 24 AR s 859171 4ol i AR
S upgo s slelsto] A4 Hwet thazte] Helt Egtks At Sk

. s8H710 s AMP8H =2

20081 SR71 el BABRE FE9A71ol s Sis) 2= AR chkt S
AAHE S BUSE et 1AV BE, 27 5 59 AYAE 9

A 20089 7] ol 58] UMl A FRE A7)
27 A FRstel Tetsha, ofgel AyIRtiale] 54 A

&

A A= 20084 AdEE7]o] 137t ‘I}~ LH—’F 3 8 27V 5 ARNAEAE

FHOo= ojelgol /1EHel wel nivt 35 WA zwzm
FoPHe &
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WA BAEEE 93 SOC B4 1,029, A2E5S AEHY
YA EZE 1329, Hojul - =241 A9 0429 %gi
=4, 2008Q 17| S0 FE971o WE SAEEA

=4 *1]74174111 A 271

slofl TiEE S-e] SO T FEA Beto] AT Au] - 4 5 ARAA $1717)
AR ARl WAlskA, A= 20081 1o G FAIF§91E FH}L of

£ A Azmore] AVI2 ZEs] sl AAld= S5 S (I8 BAES =5
A S FESIA. = & AN de2dA 249E s S 14.029 2

W75 ZFepiets vhARl=T], o7ldls APAE S 10.029Y, F7I9EA 2

L0z 9 AAIRY 3.0x90] 3= o] QUek. o] 5 10.02¢2] AHBAE =S FIsh
20099 @2 oAkere A3 oJAleH(o]3} 2009 A AACHS HASHA ¥ Aot}
7ol 4k 2008 12 13Yoll =304 2 = =T, 7 AAlell wet =
Yol 2.3 FAE, FAEE S84 BT T2 S50 dia 5= Sl
0.7 FHEE T Ay} g2 of|ARRE tin] A i 1072902 A
AUk,

A, AR 20009 39 WAOPES IR NFAANY BHES Fo) FFINS A
Aok, agol 3194 AH AEF 17.2 A2 T

=
28,429 o] F7E gsielrt. 20099
P =74, 20099 Xéoﬂzk(?_]_— HA 9 Kot

rO

2ol AAAZE SAhAAe 2SS 25
A o] 71213tk 20009 FANAE ALSE AT AW 12, 184 2
H718] Seh.8x), a4 - FE71Y - 4G AAU5RY), ALBA Bt
(3.529), vld o] BAH2329) 5 5t FHAY WPAIS Aok AUES
Qshsiet.

9, FE] IS i) AN AR IS Teie wast ek A7)
Be Z71Eel AYAEO] ohfehs ol UAIH WYY B i glont, A
242 B3 AHAE) 42 AACDP AAE AnEIL 53 AP 3
.

P

7] ol 10 FA|H o2 AT FolE v EE, 20099

b me

9 20084 374 F9I71el thee Holeki & 4 gloat, Z4o] 20084 9ol F8lS Bt
71 ol AaElche Follk BE9l7lol e QA Atz st

10 Aol 7143 utol o] F§91710] thed AARAe] AAGDP sl vlA ke Hrum
sorsy] Sfelils APget) e Ee BolEe wele Wast otk o A% 271xae] wE Al
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(Table 1) Spending Expansion During the Financial Crisis

(Unit: trilion won)

Supplementary budget Revised budget Supplementary budget
of 2008 of 2009 of 2009
Date June 2008 November 2008 March 2009
28.4
4 10.7 -
Amount 6 0. (spending 17.2)
Livelinood stabilzation 1o | Overeoming economic | Supporting job
Target : o difficulties and restoring | maintenance and creation
overcome high oil prices o .
provincial areas and stable livelihood
Stimulating 4.6 trilion won for
provincial |1 trilion won for SOC, etc. expanding SOC in 3.5 trilion won
economy provincial areas
Stabilizing the
fivelinood of 1.3 trilion won for gas 1.0 trilion won 4.1 trilion won
low—income price tax rebate, etc.
classes
Supporting 0.4 frilion won for
) SMEs and o 3.4 trilion won for farmers .
Main assisting farmers and ) 4.5 trilion won
seli—employed | .. : and fishermen and others
areas of fisherman with fuel costs
) persons
spending
Measures to
tackle - 0.3 trillion won 2.8 trillion won
unemployment
1.1 trilion won for the 2.3 frilion won for
. ) increased fiscal support | investment to prepare for
Supporting energy saving
) for local governments, 5.6|the future, such as green
Others and medium— and i, .
) trilion won for the growth, 11.2 trilion won to
long—term energy security ) o
expansion of exchange | preserve the reduction in
equalization fund tax revenue

Source: Ministry of Strategy and Finance,

e AR AR EARIRIE A7) Foll gl azel 60%714] sk, 53]
AR e B Ak Hd 70%714] Askes shelnh 201099 = ]t
ARH]] 60.0%5 AP0 viAgslE 5 27IAA7|RE fRE] Y8t kEe X453}
ok I A3 FRAEAAL 7IReR &, AE 9 =64 2009~109 F R
YA odol Bl A wobdl Aoz Uehyitt
7 A 24 w9 ot o3hg s "k oheh, ARzl wteh 54 £7]9) AAGDP
ARES ATste Bike T2 2719 AYAE 2 H2APRH GDP ARES slE &
o} ARt
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(Table 2) Execution of Consolidated Fiscal Budget (Cumulative)

(Unit: trilion won, %)

2006 2007 2008 2009 2010

" Execution 48.3 52.2 55.4 81.0 84.6

Execution rate 23.4 249 23.2 29.7 33.3

24 Execution 106.5 113.4 119.9 161.2 1547

Execution rate 517 541 50.2 59.1 60.8

34 Execution 161.5 159.8 176.7 2219 202.2

Execution rate 78.4 76.2 74.0 81.3 79.6

44 Execution 205.9 209.8 238.8 2729 254.2

Execution rate 100.0 100.0 100.0 100.0 100.0

Source: Ministry of Strategy and Finance.
oy
a7 43 AR

20089 AAIZNHS 5 - A 255 TAHES fItt AAIA LY} A4t - 1193 5
njgf AA 1 aclel t3skr] it ARAY gk W 9 FEe] e T
ZA59ich. (Table 3ol HelH e} o], PRi SH F- 2 253 Wy 9
2:8]7|RF 252 flote] frebEae AEdkal 2vt Aol A4 AsAlES sk o
FARAAE NBSIGE EF FAFEAAES AL FELEA] A& % THEE
TS TEAEAIE A= 5 FasAt I ZAAAIE i AR B4
22 9 WUARS 20Ale] AH QSIS FETE A 2RO, YR

AAHEA A= 1d ARskaL OﬂLﬂXl W FAAY SAlES Slisileh o9k &
o] A= 2008Q AANHS Bt HARAS AEroeN W ZARH
S — AEE 4579 AR E G271 k3l 2008 AlAIZNE = 1%k
LAlTFEE (Table 4y°l A2t=rE, 2008W 6,229, 20098 10229, 20104
13.272Yo 2 Vel 2008~109 717F & & 29 62Yo =z mforw|qr}

2009 MIAIZNH-L (Table 5yl A2 Hie} o] AHAL7] S5 fIgh &H|7r
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(Table 3) Tax Reform of 2008

Occasional reform

Regular reform (December)

* Reducing income tax rates (over two phases by 2%p)
* Increasing the basic deduction and the deduction for

Income tax | Providing gas price tax rebate| education and medical expenses
* Increasing the EITC, easing the qualifying requirements for
the EITC
* Reducing corporate tax rates (over two phases by
3~5%p)
¢ Introducing the consolidated income tax return system,
Corporate . exleQQing the perpd for deductioh of loss forwarded .
iax * Raising the cap of tax base |* Providing tax credit for cultural industry R&D, extending
the sunset of entertainment expenses
* Providing tax credit for R&D facility investment, Increasing
tax credit for SME's R&D expenses, raising the investment
tax credit rate for environmental conservation faciliies
* Exempting the special excise
tax on local membership golf
courses, Reducing the
Consumplion com.prehensive real estate|® Exemp.ﬂng the special gxcise 1a.x of hybrw’d vehicles
iax holding tax and the property|* Extending the per—business unit taxation of value added
tax tax
* Extending the sunset of
tourist hotel's zero taxation
rate of value added tax
* Strengthening the transfer income tax requirements for
Transier one hquse per hgusehold, .Adjusﬂng the 1axation. cap,
) expanding the special deduction for long—term holding
income tax ) )
* Matching between transfer income tax rates and
aggregate income tax rates
Property * Fixing tlhe coverage rate of tax base, lowering the celling
iax of holding tax

* Reducing the comprehensive real estate holding tax

Note: Refer to Byung Mok Jeon (2010) and Hyung Soo Park (2010b) for details on the 2008 tax reform.
Source: Ministry of Strategy and Finance,

Aetol] 2w, ReD A9 Sof we *ﬂ 2917} Hlzh] - 7 WA ol nhE

A7t ele fieket AlSZtamis o 12,3290 =% A o % 20104e]
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(Table 4) Tax Reduction Amount by 2008 Tax Reform Bill

(Unit: trilion won)

2008 2009 2010 Total
Total national 62 102 132 296
tax revenue
Change on a year ago Permanent -18 —76 -10.7 —20.1
Temporary -4.4 —2.6 -2.5 -95
Total national 62 ~120 06 408
tax revenue
Change on the base year Permanent -1.8 -9.4 —20.1 -31.3
Temporary —4.4 —2.6 -2.5 -95

Source: Ministry of Strategy and Finance.

(Table 5) Main Contents of 2009 Tax Reform

Occasional reform

Regular reform (December)

* Deferral of the reduction in the maximum rate of income
tax
¢ Adopting the deduction of monthly rent for low—income

In?;);ne workers, applying the income tax to Cheonsei deposit of
owner holding three or more houses
* Deduction on the installment for the housing subscription
saving deposit
* Extending the targets of designated contribution and the
period for deduction carried forward
* Easing the deduction requirements for SME's succession
Corporate to a family occupation
tax  Providing tax credit for new growth industrial engine and
original technology R&D
e Extending the period for reduction and exemption of
corporation tax on relocating firms to provincial areas
* Lowering the special excise
) tax on the replacement of
Consumption .
fax old c;r with new Qne ,
* Lowering the special excise
tax on car purchase
* Discontinuing the heavier|* Simplifying the procedure for business registration,
Others income transfer taxation on| strengthening the mandatory to issue cash receipt,

those who own three or

more houses

extending the scope of targets subject to mandatory
delivery of electronic tax invoice.

Source: Ministry of Strategy and Finance,
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(Table 6) Fiscal Multiplier of Investment Spending (1% of GDP)

(Unit: year—on—year growth rate, %p)

Private

Equipment

Construction

Current account/

ezl (Epl? consumption | investment investment Pl GDP
st quarter 0.25 0.06 2.30 0.74 -0.01 -0.10
2nd quarter 0.19 0.10 1.79 0.68 0.00 -0.12
3rd quarter 0.15 0.11 1.38 0.62 0.03 -0.12
4th quarter 0.12 0.10 1.04 0.57 0.05 -0.10
5th quarter 0.10 0.09 0.76 0.52 0.07 —-0.08
6th quarter 0.07 0.07 0.53 0.47 0.09 —0.06
7th quarter 0.05 0.05 0.35 0.43 0.11 —0.05
8th quarter 0.04 0.03 0.21 0.39 0.12 -0.04

(Table 7) Fiscal Multiplier of Ordinary Spending (1% of GDP)

(Unit: year—on—year growth rate, %p)

Real 6P | o | ivoment | mwesment | & | " agp
st quarter 0.88 0.22 1.07 0.12 -0.03 -0.34
2nd quarter -0.02 0.18 0.54 0.11 0.03 -0.17
3rd quarter 0.02 0.12 0.31 0.10 0.11 -0.07
4th quarter 0.02 0.06 0.13 0.09 0.10 -0.03
5th quarter 0.01 0.02 0.01 0.09 0.12 -0.01
6th quarter -0.02 0.00 -0.09 0.08 0.12 0.00
7th quarter —0.02 —-0.02 -0.16 0.08 0.13 0.01
8th quarter -0.02 -0.02 -0.20 0.07 0.13 0.01

(Table 8) Fiscal

Multiplier of Income Transfer (1% of GDP)

(Unit: year—on—year growth rate, %p)

Real 6P | o | ivoment | mwesment | & | " agp
st quarter 0.54 1.32 0.66 0.07 -0.02 —-0.21
2nd quarter 0.51 1.40 0.99 0.15 0.00 -0.31
3rd quarter 0.37 1.09 0.98 0.18 0.07 -0.29
4th quarter 0.23 0.72 0.78 0.20 0.13 -0.22
5th quarter 0.13 0.43 0.51 0.20 0.18 -0.14
6th quarter 0.06 0.23 0.24 0.20 0.22 -0.08
7th quarter 0.01 0.10 0.00 0.19 0.24 —0.04
8th quarter -0.02 0.02 -0.18 0.18 0.25 —0.01
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(Table 9) Temporary Increase in Fiscal Spending after Financial Crisis

(Unit: trilion won)

Change in fiscal spending, Change in financial resource
including supplementary allocation caused by early Total
budget and budget raise execution of budget (A+B)

(A) (B)

4Q of 2008 46 0.0 46
1Q of 2009 3.2 17.8 210
2Q of 2009 7.5 8.2 15.7
3Q of 2009 9.3 —4.6 47
4Q of 2009 7.8 —21.4 -13.5
2009 27.9 0.0 27.9
1Q of 2010 0.0 21.8 218
2Q of 2010 0.0 2.8 2.8
3Q of 2010 0.0 -10.5 -10.5
4Q of 2010 -2.0 —14.2 -16.2
2010 -2.0 0.0 -2.0
Total 30.5 0.0 30.5
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(Table 10) Temporary Change in Fiscal Spending by Type (Excluding Tax Reduction)

(Unit: trilion won)
Investment-type Consumption—type Income support—type

spending spending spending ezl

4Q of 2008 0.7 1.2 2.7 46
1Q of 2009 3.1 5.2 12.7 21.0
2Q of 2009 3.6 3.2 8.9 15,7
3Q of 2009 2.9 0.5 1.3 47
4Q of 2009 0.8 —4.4 -9.9 -135
2009 10.4 45 13.0 27.9

1Q of 2010 2.3 58 13.6 21.7
2Q of 2010 0.3 0.7 1.8 2.8
3Q of 2010 —1.1 —2.7 —6.6 -10.4
4Q of 2010 -35 -38 -8.8 —16.1
2010 -2.0 0.0 0.0 —2.0
Total 91 5.7 15.7 30.5
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[Figure 1] Effects of Increased Fiscal Spending on Real GDP Increase by Quarterly Basis
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[Figure 2] Effects of Increased Fiscal Spending on Respective Sectors by Quarterly Basis
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(Table 11) Temporary Change in Fiscal Spending by Type (Including Tax Reduction)

(Unit: trilion won)

Temporary increase in fiscal spending ‘ Tax reduction
Investment—type | Consumption—type Income support-type Total
spending spending spending

4Q of 2008 0.7 1.2 2.7 4.4 9.0
1Q of 2009 3.1 5.2 12.7 6.5 275
2Q of 2009 3.6 32 89 5.4 211
3Q of 2009 2.9 0.5 1.3 4.1 88
4Q of 2009 0.8 -4.4 -9.9 1.2 -12.3
2009 10.4 45 13.0 20.0 479

1Q of 2010 2.3 58 13.6 1.2 229
2Q of 2010 0.3 0.7 1.8 1.2 40
3Q of 2010 =11 —2.7 —6.6 1.2 -9.2
4Q of 2010 -35 -3.8 -88 1.2 —14.9
2010 -20 0.0 0.0 48 2.8
Total 91 5.7 15.7 29.3 59.8
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(Table 12) Effects of Crisis—responding Fiscal Spending and Tax Reduction on Growth Rate

Improvement
(Unit: year—on—year growth rate, %, %p)
Real GDP Effect pf expansionary fiscal Estimated gItOWth ratg in the
policy on growth rate case of no fiscal policy effect
growth( Ar)ate (%) improvement (%p) (%)
(B) (A-B)

4Q of 2008 -3.3 0.5 -3.8
1Q of 2009 =42 1.9 6.1
2Q of 2009 =21 2.5 -4.6
3Q of 2009 1.0 2.1 -1.2
4Q of 2009 6.3 0.8 5.4
2009 0.3 1.9 -1.6
1Q of 2010 8.7 2.1 6.6
2Q of 2010 7.6 1.3 6.3
3Q of 2010 45 0.3 42
4Q of 2010 49 -0.7 5.6
2010 6.3 0.7 5.6
1Q of 2011 4.2 —0.4 46
2Q of 2011 35 -0.3 3.8
3Q of 2011 3.6 -0.3 3.9
4Q of 2011 3.3 -0.2 35
2011 3.6 -0.3 3.9

[Figure 3] Effects of Fiscal Spending Increase and Tax Reduction on Real GDP Increase by
Quarterly Basis
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(Table 13) Main Factors of Increase in Real GDP Growth Rate

(Unit: trilion won, %p)

Investmeqt—type Consumptign—type Income support—type Total
spending spending spending
4Q of 2008 0.3 (0.1) 0.0 (0.0) 0.9 (0.4) 1.2 (0.5)
1Q of 2009 1.1 (0.5) 0.2 (0.1) 3.4 (1.4) 48 (1.9)
2Q of 2009 0.7 (0.3) 0.4 (0.2) 5.0 (2.0) 6.1 (2.5)
3Q of 2009 0.1 (0.1) 05 (0.2) 47 (1.9) 53 (2.1)
4Q of 2009 -09 (-0.4) 0.4 (0.2) 2.4 (1.0) 2.0 (0.8)
1Q of 2010 1.3 (0.5) 0.5 (0.2) 3.1 (1.3) 49 (2.1)
2Q of 2010 0.1 (0.0) 0.4 (0.2) 2.8 (1.1) 3.2 (1.3)
3Q of 2010 -0.6 (-0.3) 0.2 (0.1) 1.1 (0.4) 0.7 (0.3)
4Q of 2010 -09 (-0.3) 0.0 (0.0) -0.7 (-0.3) -1.6 (-0.7)
1Q of 2011 0.0 (0.0) -0.1 (<0.0) -1.0 (-0.4) -1.0 (-0.4)
2Q of 2011 0.0 (0.0) -0.1 (-0.0) -0.8 (-0.3) -09 (-0.3)
3Q of 2011 0.0 (0.0) -0.1 (0.0 -05 (-0.2) -0.7 (-0.3)
4Q of 2011 0.0 (0.0) -0.1 (-0.0) -0.4 (-0.2) -05 (-0.2)

Note: The numbers in parenthesis are the effect of growth rate improvement on year—on—year basis.
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[Figure 4] Effects of Fiscal Spending Increase and Tax Reduction on Respective Sectors
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[Appendix Figure 2] Basic Framework of Macro—econometric Model
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{Appendix Table 1) Variable Composition of Micro—econometric Model

\,:l:r:;ilg Description of each variable \,:l:r:;ilg Description of each variable
CG Real government consumption INF_CPI |CPI inflation rate
CP Real private consumption INF_DF |GDP deflator inflation rate
GE_CU |Current expenditure KOR |Base exchange rate (KRW/USD)
GE_CAP |Capital expenditure MG Real imports of goods
GR_TX |Tax revenue MS Real imports of services
CALL |Call rate PGDP  |GDP deflator
CDR |CD interest rate (%) REER |Real Effective Exchange Rate
CUTIL  |Manufacturing operation ratio index SEAS  |Seasonal dummy
FGDP  |Foreign GDP SPIKE  |Quarterly dummy
GDP  |Real GDP XGSA  |Seasonally adjusted real exports of goods
GNI Gross National Income XSSA  |Seasonally adjusted real exports of services
IFC Real construction investment YCB  |Yield on corporate bonds
IFM Real equipment investment
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