2T £79| BN we
HAE AN

2009. 12
479 x4y

Q) ZerzAne

Korea Capital Market Institute






224 F8971 e AB7ES 8ty At A= A
= 23]

LAes £9st7] fa AL =%
il o v B nl s I |

e AYARAY tstst TANEEFT e AP

oA Bg 23T o
3 Qe #AAR AR ol
s A7 2He B
A7 BAY F2 olwse 4
e} ARFIPA g

7¥star A RANE S A A8t

=
a

3, AR FE FAM

FPHE B HIAZL Seltete AF 33 olshsa ot
shedl 2Folunl mgo] B ule, S olge) ge B4

I oA AANE ZIdHIU B Fo= ot o] Aol A Agtst
A7) whEU oL

Z A ¥ chos@kcmi.re.kr 3771-0681







Executive Summary ....................................................................... Vi
ADSEraCt =orererererreereererereretiteiteti et e se e e xi
I ﬁ_—rl.uﬂ%l ......................................................................................... 1
I AT I L FQ O reeerererrerereneressssstcs e 3
1. AT S G AT o 3
2. AT T FFQ O] e 7
II1. -37]_XHU %1_4 -3-;(1]]:1] ..................................................... 9
1. F RO FETFRPF TATF cevververreremerienintee 9
2. L Ete] ANAZAAA] FIT e 12
3. Z7 A F-] AAGFF B Q] e 16
4, AT TFA BB A e 18
5 T E‘l o 7} l?_jﬂ;L}_g] ‘iﬂﬁ]’ ........................................................ 23
IV. xﬂ‘%‘dg 3_;:]-1;]1‘4 1;_< }\]}\]_7@ ....................................... 31
1. A3 TS E AT e 31
2. ZAare) B o] AJTE T OAJAFA s 32
V. @Zﬂﬂ-xﬂ ..................................................................................... 37



ol

1. ZaA)Ae] 4= 79k QEH ................................................................ 37
7}

2. ZIFAF O] A A Z Q] THE] oo 38
3. H7FRA) Z3Fo) ) FUEIE] ZFE} e 39
LT oot s 1

-1 -



A
e BM

VANEAN
b

N
2

A A
ba

N
b

Kl

B

A
B

-10> A A
m-11> A A
M-12> ZA H

A
R BM

N
2

FH

=2 %

AT ANAGEA] FBF cvrrrrrrnrenessii 3

[I-2> G20 Z7FSQ] AR GA] T e 5
I-1> G20 %7}591 %7].5(]]_‘?_3]__‘% ....................................................... 11
—.—Tﬂb}i}«] %7]_;4]13 Zo] .......................................................... 12
OECD %7]_ ,] }7}XH_‘?_B]% =1k (2008Lﬂ 7] ) ............... 13

Z Q0] BIFATEH L] BIBF e 14
191 GDP 1.69FE 8] AJA L] ZTFRFHIE  creereereeemeeneenees 15
71—_}4 _1?.03_47-1: H_ﬁl ............................................................ 16
73;1]/\37%% Ueﬂ_q .%_Xé 75_‘—7,]_ .................................................. 22
B e Wl 3o (§-_].-j;{-) .............................. 25

B e Wl 3o (?__,_1%) .............................. 2%

BaFA e Wl o) (U]Sg-) ............................ 27

llﬂ_/—(]]:ruﬂg] @3?;]. _Z,_o] (03]511) ............................ 28

E_jH:rL/\gg] H]J—Jr_ .................................................. 29

Z QO] AP T T e 31
PN B Y I -3 By = =) R [ e 34

- il -



288 R

[I-1> OECD 3| 9l=ro] Z7|Fde= A7F AGFA] HAp oo 7
M-1> S UEFe] ZAFRFH]E Z20] e 13
M-2> 270 AAAAGE 7EQ] THA oveerrerrrerrerierieniesienenes 19
M-3> AR @ AR ZIFRAIH]GO] H] L ceeereerereseresserssenesseneens 23
M-4> AA BEE GDP thH] 23| B S 0] -rrerererenenenenn 30
IV-1> 1] 235U E T} KOSPL S50 roeeveereemereesenenieeniiniieninienns 33

- iv -



CBO

ETF

EU

FRS

GDP

IFS

IIF

IMF

OECD

SNA

FH

o of

Congressional Budget Office

Exchange Traded Fund

European Union

Federal Reserve System

Gross Domestic Product

Institute for Fiscal Studies

Institute of International Finance

International Monetary Fund

Organization of Economic Co-operation and Development

System of National Accounts



< Executive Summary>

O 2% 3897 wE& A71EZd dss7) A 4=

e g2 AR E AP T4

Aol NHsA e ARAE Gz FALY 2]
soldd met AA A3e AEFIN 45T TR
7 Z7stel ABARAYC] FBHE Aol 5

— FARYEGe] FFE FAFFILL GHAA FAN

=0
o stgtd} ZAFAE Feadder A&, Axad ot
AAE ANFFETE W AT oeEN FrEs AdF

— AR FFE AYANEE AR L AT
o B FUE FUAA FAUEFFE AFAINE 22

o A4y

O $3vdtes F2 A= H3) GDP ] =7} 71l &0

ol MAARAA] ¥353 Ao FHriga ot A9

F7EA T FEo]l ARZ @V A =ode vEFF 43

— gyt GDP thnl =7k FHlE2 30.1%(2008'd 71<E)
2 F9 ARy OECD H(78.8%)° Hl3] & =59

— a8y F7HAEY F7F £x27F YR wEgEsE EA 3
Jom, AAFE 2 FHo] AE b AA=S3H F7HA

ZH|EL AKAHo T BuEteE Ax AHR &L

- Vi -




— @A =7 FHE] A F oz Wi sijM ey} A

o e

Ho] The FbEel Ml AWSTGL BAY & G

- FAATE A I B
AU FERD okl TR 37 &5, M 3
el AAl 87 5 nAY Bast A

.14,1
YN
Y
=
i3
tio
L

o I3 ARAAALS B AdHew St Add &
A= AA77FA)FH] & (optimal public debt ratio)= 4t

APIANTNES TP A B4 Tk MY
A

%S|
FAeES gopsted WAvkas 28 5 ke
1.

AARRES ZE3te] AAEZEC] FHstEE OECD 3
Ao A7) FE & & A3, OECD 71+
A= 7F AN &L 562% 2 B

53], OECD 3 9= 5 &= 10/=2 HA=7}

AFH S-S 352%F OECD A= HARERT 21%p

e 9A 44

ol WeldEEst Eu helFHel A%P 27w
A FHLEE FARTHES A 44 Bet 98

ARV

ni[o
P a
o

- vii -




O &FF 371079 88 #gE A3A FAANZTY 82
719k o, bR ES] AAHL] B, WARA FF O
g ZUEHP 233 Tl 874

O FALPEF F712 IS FAFFAEY dste =94
T F2E ¢35317] 93 FAFLVuE gdste WUeks
HES "o
— FAFQIINE 5 Wdo R AAEAAARE T

FNE 2 Ao EAs), 9=le] Al Tl digh
AAE R AT 5& 17
— ol 5] 73] ETF FF9 /Mdd Ao 43t =
A For71ws Fsted 7o Aog AwE
o Z315) zwx,g,Tx}b =4 10099 @92 AgEy, =2
27 7vssiA EE5A

_ﬂ]
HEA7L Fol3h 7
- A% BAEE HA8) 27 BEHW
o2 WASE 5o A —Hroqf;} o
— AF FRAA A UF olKa
ARAAE AY/NNE vhstel FF 9T T A4
W odge Frjsted 198+ A

- viil -




B3] 30
#of 3R HFA F7}

KN
=

p—

ERSFS HAAsd ZARE AAHeE #a

o AFE EIHIA

_g'l

0 AA g7
A%

Aol 8%

A
o

—_—

X

o
ol
&
oY

|

To

3]
=1

ok &

5

[¢)

2

3|
S|

SHA

=7t =4 SAE 7 9

=
.

2 v 97

the] 2

T

2EE BAHsn FHATY BAH

SjeEl
5 A4 Az

o

3

=
2o H

AR FES AR89 FHARFE AAHe=z BT

— =71
— %ol

0371 AR8A4

e
|

—_
o

_Z_ I

vl &S

=)

5+

EEEE
- ix -

PN R
T d=

&)
=

o




= 3

, IR T R 2UHIY

(o)
A& Za

s

ol =

3 "oyt I&

—_—

— wepq FrhAEe) AAHS

7

Alell Z7HA|, 7]

Ho
)

A}




< Abstract >

International Comparison of Public Sector Debt and Policy

Implications

In response to economic downturn following the global
financial crisis, governments are implementing large scale
expansionary fiscal policy. Since the fiscal expansion is not
sufficiently supported by tax revenue, governments are issuing
more bonds, and the public sector debt of major industrialized
countries has increased significantly since the crisis. A rapid
increase in government debt could dampen fiscal sustainability
and raise market interest rates, which could act to slow the

economic recovery.

Korea has low public debt to GDP ratio compared to other
major advanced countries and has thus gained a good
reputation for fiscal soundness. However, the current debt ratio
is neither a guarantee nor conclusive evidence of Korea's sound
fiscal condition. Judgement on whether a certain country has an
appropriate level of public debt depends not only on the
relative size of the public debt, but also on other factors such
as the growth rate of public debt and the country’s economic

environment.
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Estimating a public sector optimal debt ratio is important
because it can be used as a benchmark to maintain a desirable
level of debt. A simple comparison of debt ratios between
different countries could be misleading since they have different

policies and economic backgrounds.

With that perspective, this paper estimates the optimal public
debt ratio of OECD member countries using an economic
growth model. Empirical results show that the optimal public
debt ratio corresponding to the maximum GDP growth rate is
56.2% for OECD advanced countries. The estimated optimal
debt ratio for a pool of small open economies including Korea
is 35.2%, which is 21 percentage points lower than that of
OECD advanced countries. According to the results, the public
debt ratio should remain low for small open economies, such
as Korea, which depends heavily on trade and are vulnerable
to external shocks. The results also suggests that public debt
should be held around the optimal level to maximize and

sustain economic growth.
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1. IHS=H 3

O ABAZY G2 2008 o]F Fo A9 AZFA A <3}
— "= 20089% AAGAE FEE 22 9,740 E 2007
H 244098 FUleton, AAAZY S Ae AR
20081 F wl=re] AAAFAE 45509 HAE 7=
<E 11> F2 MAZ MYTX| g
(@9 gelge, 4eHz, e, 2q
2003 | 2004 | 2005\ | 2006 | 2007'd | 2008
29l | 1,783 | 1,880 | 2,154 | 2407 | 2568 | 2,524
. AZE | 2158 | 2291 | 2472 | 2,655 | 2,730 | 2,974
P 375 | 411 | 318 | 248 | -163 | -455
v (-34) | (36) | (26) | (1.9 | (12) | (3.2
29l | 3393 | 3502 | 3,650 | 3,879 | 4,083 | 4,19
ez | AZ | 3625 | 3731 | 3854 | 398 | 4140 | 45319
A1 ) 231 229 204 -110 57 123
T
(31) | (3.0) | (25) | (1.3) | (06) | (-1.7)
9] 441 474 510 549 583 608
g A& 479 515 553 584 622 669
° s 38 41 43 35 -39 -61
T (-33) | (34) | (34) | ((27) | (28 | (46)
%] 138 143 151 158 163 165
0w A% 176 169 173 175 178 182
- -39 31 25 -19 -16 -18
T (-80) | (62) | (5.0) | (-38) | (32) | (34
Z 1) viEe) IAARE Fod 99 F7, o9 Frke edE 39 F=
2) (e AFFAY o GDP HlE<)

AR $H=-239(2009)
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GDP) tiH] -32% FF4
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(29 %)

(Prgf’c(zsis) 2009 2010 2014
ol = €} 21 3.9 2.4 -1.7
3T 1.5 43 5.3 1.1
Bapd 2.8 3.8 1.2 -1.0
7ot 1.6 4.9 3.9 0.8
T 0.9 -39 -39 -0.8
0 P 2.7 8.3 8.6 5.2
=Y 0.5 4.2 4.6 0.0
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Q1= Ao} 1.2 2.6 21 1.3
o] &} 2] 1.5 5.6 5.6 5.3
e 25 -10.5 -10.2 8.0
Sk 3.5 28 2.7 26
NS 14 49 3.7 3.1
2] Ao} 6.8 6.6 3.2 22
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G20 B -1.0 7.9 6.9 3.7
G20 A=t 1.9 9.7 8.7 5.3
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F 1) G20 A= 57, A, @2, =9, o, 48, =, 5, vl
2) G20 A1&=: of2dlE Y, Betd, F, A%, AxUlA o}, HAs, 2lA]e},
Ab-gtiotetr]o}, Folg s, 7.
2} &: IMF(2009)
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AEsted 28 Aog HAWE
— wZe IZ7bAfEEEo] 20079 61.9%°)A] 2009 84.8% = o}
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<E ll-1> G20 27}=9| ZJIAFH|8

M. =7bfF 59 AR 11

(21 %)

(Prgf’c(gsis) 2009 2010 2014
ol= e} 67.9 60.5 58.1 46.4
35 9.8 16.9 22.7 27.8
Bakd 66.8 68.5 65.9 58.8
7ot 64.2 78.2 79.3 68.9
e 20.2 20.2 222 20.0
A0 P 63.8 78.0 85.4 96.3
=Y 63.4 78.7 84.5 89.3
A= 80.5 84.7 85.9 78.6
A=Y A]o} 35.1 315 31.2 27.1
o] &j 2] 103.5 115.8 120.1 128.5
SR 187.7 218.6 227.0 245.6
Sk 29.6 34.9 39.4 35.4
NS 38.2 47.8 47.9 443
2] Ao} 7.4 7.2 7.7 7.2
AR§-totetH] of 185 145 12.5 9.3
HolF sl 285 30.8 335 34.8
E]7) 39.4 481 49.6 52.8
e 44.1 68.7 93.6 98.3
u) = 61.9 84.8 99.8 108.2
G20 62.0 75.1 80.2 85.9
G20 A=t 78.2 98.9 106.7 118.4
G20 Al&= 37.4 38.9 39.6 36.2

2} &: IMF(2009)
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(] 2008 A $avhete] 275+ 3082 Yo 2 GDP thH] 30%
= A =

— iLﬂxHT 308 T FF IHES RHo=E ol He F
A3 AFIE 131F 83 Y42.8%)01H, Q=P FFANES
H| £33 F5A AF7) 176%

4%
1 RRoR JBsor HE A4y AT

» 2008 AA AA =TFAFAAA AR AFTE AR BlS
2 428%F 200213 (31.8%) °olF F7} FA7L A&H

<E IIl-2> 2a|uzle] 27T 0|

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009

=7 | 1336 | 165.7 | 2031 | 2480 | 282.8 | 2989 | 3083 | 366.0
(GDP tjH] 1) | (185) | (21.6) | (24.6) | (28.7) | (3L.1) | (30.7) | (30.1) | (35.6)

HAAANF | 425 | 59.7 | 77.6 | 1009 | 119.9 | 127.1 | 131.8 | 166.8

G55 (31.8) | (36.0) | (38.2) | (40.7) | (42.4) | (42.5) | (42.8) | (45.6)

FEAANTE | 911 | 106.0 | 1255 | 1471 | 1629 | 1719 | 1764 | 199.2

(H1%) (68.2) (64.0) | (61.8) | (59.3) | (57.6) | (57.5) | (57.2) | (54.4)
F: 200932 AR A

Z} D718 AR

2) FTHITE A4 AR F44 ATE TRAEY, 44 Avde o
e ZAEY 5 30 PR Qe xUste] Al e vt
Egse, 84 ATIE G847 48 AFaPLBAEG FUE
971342 Sl 293
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— 20089 7] @yt GDP tiHl I b EHIES 30.1% =2 7
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(GDP tHH] %)

356
35 r
0 L
25 r
o0 |
15 |
10 |
5|
0

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

A5 7GR

<E llI-3> OECD =7}=2| =Z7|x|2H|& H|m (2008 7|Z=)

(91 %)
L= = ERAT) Fa dE iy OECD ¢
71.1 57.0 76.1 1721 30.1 78.7

Z}2: OECD, 718432
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<E ll-6> Z+=29| Rodo|=F H|W
(29 %)
GDP djH] $=&u]% | GDP tj¥] &=4HlZ FHER
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%52 GDP tjHl AFAA FEH Z7pAFE g SAF

+ 19919 129 BA 1270 FA=E59 AP R GDP Y
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« LTSS HAANTEE AFA717] Sl B FERG B
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Y. = ap + D + DE + wsle + oKy (1)
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D: = — (7.1/2(12 (3)
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Feo® NAES F53e T (crowding out effect)”7} EAYste] A
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<E WI-7> BHMEE Yo =3 Zo}f

OECD A= 17705 | &7F=E/NEEA 1070+
Ca ) 0010
o o
/AT 2AF (D) (02038% (020;’12;)
=T (1 e o7y
AR () ot 0,
Adjusted R* 0.53 0.56
A= 7FA & 56.2 35.2

F: 1) ()% t-value
2) e, W = ZhZE 1%, 5% FeleEelA SAHSE F9
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T
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— 71 719F-E2] BA vHFo] 304%0NA 341% % /53 Qi
FEREY B HFL 505%00 4] 46.0% = 313t

<E lI-8> M FE2E FEx74e §s Fo0| (8=)

(91 %)
A5 7HA 714 SR i
1987 3.6 938 39.3 44.0
1992 1.5 12.0 349 48.7
1997 1.3 10.9 33.8 47.6
2002 2.8 11.1 30.4 50.5
2007 33 9.9 34.1 46.0

F 1 1987~1997'd-2 1968 SNA 7|o| ™, 2002~200732 1993 SNA 7]&Y
A8 k=23
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1= R

0 QRe 38 8 /VARES 2A WFe] B3 /0 FRpE 1)
Fe gugow e

— 2007 @A, AW, 7H, 71, FEEE

81%, 23.9%, 16.2%, 455% = 712

1o
e
:Nﬁ
s
ofi
flo
i~
N

[J 2002~2007'a Ale] HA| FAoA F§H-To Fa7F A= vlE

o wrolzl W, BN B g HA MFL FoH

Ba vlFo] 12.6%0A 162% =2 F53F WA,
| Bl=& 51.5%04] 455%= 313t

(91 %)
g 7HA 7199 8T
1987 6.5 223 18.3 49.3
1992 6.1 21.8 16.6 50.1
1997 71 23.3 14.2 50.6
2002 79 23.8 12.6 51.5
2007 8.1 239 16.2 45.5

Z+&: Bank of Japan
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14.7%, 27.7%, 21.2%, 32.4% S 7]

FA47F

2

o
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e
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14.7% = 3}e+3k
2 3453

A, 7HA, 714, s8FEel HlaA

Uepd

[]1997'd o]F AA Hafjollx HR &
2

Zo] vt}

9 109 ZoF %

A

M. =75 FF FA8w 27
=T i

, BT A HEe 47

=

—

H]Z0] 23.0% 9l A

<E 110> ZA 28 2x7Ao| Wt Fo| (0/F)

25.0% 14 32.4%

(1 %)
A 7HA 714 =8
1987 25.8 255 28.9 17.5
1992 27.4 26.2 24.0 19.9
1997 23.0 25.9 22.8 25.0
2002 16.0 26.7 224 31.5
2007 14.7 27.7 21.2 324
Al =: FRB
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— 20073 &A, FHE, 7HA, 7
4.0%, 81%, 20.6%, 674%Z 7]

e

Ju

119974 olF AA FANM F¥ L A FAZ AASHE vFo)

=
, FEREY BA NFe ol

i
i
ﬁ

— 1997\d oA 2007 109 =< 71 B3] v]=0] 25.1%°1 A
20.6%=2 sttt Wk, FEET FA vlFL 61.3%NA 67.4%
2 453

<E ll-11> 4N 229 Hxj2Mo| H3 F0| (F2R)

(291 %)
g 7HA 7194 8T
1987 8.6 9.2 26.9 55.4
1992 6.1 9.7 27.8 56.4
1997 6.2 74 251 61.3
2002 49 8.7 22.7 63.6
2007 4.0 8.1 20.6 67.4

pAS=

: UK Statistics Authority
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(291 %)
47.6
50.5
46.0
50.6
51.5
455
25.0
31.5
324
61.3
63.6
67.4

33.8
30.4
341
14.2
12.6
16.2
22.8
224
21.2
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22.7
20.6

o) 3 wWlEo] Yolxw 7}
HE e UEhy
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99
23.3
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14.7
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3, PTG 19979 o] F AR A HFo] ol hlal

FREY RAD MFo] Tobd FEA71 AR B0] 249

FEHEE Ha) vlFo] 19974 25.0% A 20079 32.4%=

GIE FEHEA vHFo] 61.3%AN A 674%= 453t

ol¢} 7o AL Jd=y w|=e] GDP the] F&§7|3 ¥ H&
3l

E
o) 75 FANAE FAT 5 98

<38 4> ZX $£2Y GDP iyl £ | ol

UK debt as a % GDP by borrower type
(1987-2007), Debt Liabilities on B/S

Corporate

Household

Financial

1987
1989
1991
1993
1995
1997
1999
2001
2003
2005
2007

USA debt as a % GDP by borrower type

(1929-2007)
1987

Corporate

Household

Financial

on
o
<
—

[Ta)
[aa)
on
—

1941
1947
1953
1959
1950
1971
1977
1983
1990
1996
2002
2007

A}E: Financial Service Authority(2009)
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— CBOQ2009)= 20099 & HARH Fol g vj=o] )2y

TEZF 12 oo 28 Hdddinl F A ol 7t

2 A

— IFSe mE™H F=2 20099 F 1,4643F3-=(2,440

[
ate] FZ 597 6,300 TS =12 50092 8])e] FAE

Ao Z o

— FEyeles 20099 & 98% 1Y IAE st 2008 (60

Z 6199 tin) A LTI} 62% 71

<E NV-1> oo Iaud Hy

(&9 Aorge)
20061 20073 2008+ 2009‘3(e)

el | A8 o5 | | S o5 | 8 | S o5 | 1 | A8 e
v)=-| 683| 482| 201| 579| 478| 101| 889| 548| 341|1,605| 543|1,063
EU | 727| 589| 138| 761| 684| 77| 950| 787| 163| 985| 728| 257
9=| 113| 43 70| 122 56| 66| 189| 30| 159| 232| 62| 170
Adr | 773| 577| 196| 726| 707| 19| 816| 790 26|1,000| 936| 64

Z}5: Barclays Capital, $+=7-23§(2009) Al<1-&
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——0| [ FUE
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4l ,"; 1 1,000
oL 1 500
0 0
1993 1995 1997 1999 2001 2003 2005 2007 2009
IMF(2009)¢] &4l w2 AFA A27F dHH FAFAE(F
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[ &, A5 A= =AgPef 712 A= W Aasa7t S71
SHAl W ASAIFZo 2o AFFYUo] 48 7HeAdol Ae

— T A 5-5 3 3] (Institute of International Finance: IIF)ol] w2 Al

SAAo R AFHUAL 20089 4,660 oA 20093 o=

1,6509Ee FEo 2 Had AW
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=
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>
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>
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ol
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ek
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2006 2007 2008(e) 2009(e)
NRE 564.9 928.6 465.8 165.3
A2 F2¢ 2223 296.1 174.1 194.8
AHFA 170.9 304.1 263.4 1975
(F45) 51.5 8.0 -89.3 2.7
B 342.6 632.4 291.7 295
(& d-233) 211.9 4103 166.6 -60.6
(v1-23Y) 130.7 2222 125.1 31.1
TEHE -57.5 11.4 41.0 29.4

A8 1IF

. AEZAC A ¥ R A

3% dAR AFFAL BN 3
HEsm AL D AQTEA A
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