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Abstract The purpose of this study is to analyze the effect of policy in Jeju, using a macro-economic
forecasting model of Jeju. First, the model's reality explanatory power improved by updating its statistics
to 2017 and expanding new policy variables and modules. Also, the industrial structure of the model was
further subdivided and extended to be considered simultaneously in the demand side of Keynesian
theory. Second, it was determined that the predictive power for the model of this study was better than
that of the existing model. However, with some endogenous variables, it was possible to identify
implications that should be developed and considered when the model is improved with additional data
in the future. Third, when the second airport construction was considered, it was observed that its effect
was an increase of 1.25 times for GRDP, 1.2 times for employment, 1.48 times for private consumption,
and 2.06 times for investment. Also, the economic growth rate was estimated to be 1.6% point higher
than when the second airport was not constructed. Finally, the results of this study are expected to be

used for policy decision making of the Jeju Government.
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Fig. 1. Yearly Trend of GRDP in Jeju
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Table 1. Change of Industrial Structure in Jeju

(unit : %)
Business by Industry Perﬁiﬁzﬁi o (L;uictt;:ni AAGR
2010 | 2017 | 2010 | 2017 | ‘11~"17
AFF 16.1 112 | 685 | 557 0.35
Mine 0.3 0.2 1.90 1.13 -6.43
Manufacturing 4.0 4.3 0.13 | 0.15 7.82
EGSA etc. 1.7 1.7 1.03 | 097 3.10
Construction 6.9 12.5 1.37 2.09 13.25
WRB 8.5 7.4 097 | 091 5.82
TWB 47 4.5 1.28 | 1.35 6.39
ARB 5.7 6.0 2.38 2.44 5.15
IC 2.7 5.6 0.57 1.20 19.29
FIB 5.9 5.1 0.91 0.89 8.03
Real Estate 8.2 7.9 1.05 | 1.00 5.00
Business Services 5.6 6.9 0.67 | 0.74 9.88
PDS etc. 113 113 1.88 1.76 5.86
Edu. Service 8.0 6.1 142 | 1.18 233
HSS 55 4.9 1.47 1.10 5.64
COS 49 4.2 1.57 1.42 1.73

Note : (AAGR) Average Annual Growth Rate, (AFF) Agriculture,
Forestry and Fishery, (EGSA etc.) Electricity, Gas, Steam, Air
conditioning, etc. (WRB) Wholesale and Retail Business, (TWB)
Transportation and Warehouse Business, (ARB) Accommodation
and Restaurant Business, (IC) Information and communication,
(FIB) Financial Insurance Business, (PDS etc) Public
Administration, Defense, Social Security Administration, etc.
(Edu. Service) Educational Service, (HSS) Health and Social
Welfare Service, (COS) Cultural and Other Service

Source : Statistics Korea
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Table 2. Change of Expenditure Structure in Jeju
(unit : %, %p)

Expenditure Percentage of GRDP AAGR

Structure ZSAI)O 2?]5)7 B-A J(e(l; Kz)];)ea c-D
FCE 865 | 74.3 -12.2 4.6 2.6 2.0

PC 619 | 514 | -10.5 4.2 2.2 2.0

GC 24.6 | 229 -1.7 5.6 4.0 1.6

FCI 31.7 | 43.8 12.1 12.1 4.1 8.0

Cl 20.7 | 33.3 12.6 14.1 3.5 10.6

El 83 7.5 -0.3 7.0 4.4 2.6

IPI 2.7 3.0 0.3 83 5.0 33

Note : (FCE) Final Consumption Expenditure, (PC) Private
Consumption, (GC) Government Consumption, (FCI) Fixed
Capital Investment, (CI) Construction Investment, (EI) Equipment
Investment, (IPI) Intellectual Property Investment

Source : Statistics Korea
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Table 3. Comparison of Two Models

. . Model of This
Comparison | Existing Model(2012) Study(2020)
7 Sectors 8 Sectors
Sector Production, Employment, Wages and Prices,
Finance, Government Finances, Trade,
Consumption, Investment
Fauation 17 Equations 20 Equation
quatl 2 Identity Equations 3 Identity Equations
3 Industry 5 Industry
Industry Primary Industry, Manufacturing Industry,
Sector

Construction Related Industry, Tourism Related
Industry, Other Service Industry
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Table 4. Review on the Model Stability

(Unit * %)
OBS Existing Model(2012) Msot izly(;fog(;is
RMSPE MAPE RMSPE MAPE
GRDP 1.74 1.01 1.48 1.17
EMP 1.66 1.54 1.13 0.92
CPJJ 0.43 0.32 0.90 0.74
TR 4.17 4.05 2.79 2.56
GT 6.20 5.77 2.77 2.44
IMRT 13.34 12.72 9.29 8.82
EXRT 7.14 5.95 1.26 0.94
Note : (EMP) Number of Employees, (CPIJ) Consumer Price

Index, (TR) Tax Revenue, (GT) Government Expenditure, (IMRT)
Import, (EXRT) Export
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Table 5. Assumption by Scenario

Scenario [ Scenario II
Variables icati i
Base Line Apphcatlon' of A1rPort
Construction Policy
Population 731 thousand 850 thousand
Tourists 16.5million 22.5million
Governr'nent 6.5 trillion won 12.5 trillion won
Expenditure
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Table 6. The results of analysis for effects of policies

(Unit : trillion won, thousand people)
Scenario [ Scenario II
Variables
2017 | 2022 | 2027 | 2017 | 2022 | 2027
Nominal GRDP| 20.0 21.0 25.2 20.0 22.0 31.5
(AAGR) (1.7%) (3.3%)
Employment 374 390 415 374 416 501
Private | 99 | 111 | 135 | 99 | 124 | 200
Consumption
Investment 7.9 8.1 10.5 7.9 8.4 21.7

Note 1) The numbers of 2017 are the official statistic from
Statistics Korea.

Note 2) The numbers of 2022 and 2027 are the estimate of this
study.

Note 3) (AAGR) Average Annual Growth Rate

Note 4) Investment = Construction Investment + Equipment
Investment
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