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Impact of Industrial Policies Funded by the Local Extinction Response
Fund on Youth In-Migration

: Evidence on Lagged Effects
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This study examines the effects of different investment project types under the
Local Extinction Response Fund (LERF) on youth population inflows in South Korea.
The analysis focuses on 32 local governments designated as depopulation areas
among 65 municipalities located in the Gyeongsang region, including
Gyeongsangbuk-do, Gyeongsangnam-do, Daegu Metropolitan City, and Busan
Metropolitan City. Using panel data covering the period from 2023 to 2024, this
study empirically investigates the policy effects of major infrastructure-related
investment projects financed by the LERF, specifically transportation, industry and
employment, and housing projects, on both the resident youth population and
the inflow of the youth living population. The empirical results indicate that a
higher proportion of investment in industry and employment projects and housing
projects has a positive effect on the inflow of the youth living population.
Furthermore, these policy effects become statistically significant after
approximately a one-year time lag rather than immediately following project
implementation. These findings suggest that industry, employment, and housing
projects require sufficient time for business attraction, job creation, and local
economic revitalization to materialize before they can effectively increase youth
visits, commuting, and short-term stays, thereby expanding the youth living
population. Based on these findings, this study argues that the performance
evaluation system for the Local Extinction Response Fund should move beyond
annual assessments and adopt a medium- and long-term evaluation framework
that explicitly accounts for policy time lags. In particular, extending the investment

evaluation cycle from the current one-year period to two- or three-year intervals



would allow local governments to formulate and implement more strategic,
long-term investment plans while reducing excessive pressure to achieve short-term
outcomes. The findings provide important policy implications for improving both
the effectiveness and operational efficiency of the Local Extinction Response Fund
and for establishing a more evidence-based performance management system for
regional development policies.

O Keywords: Population-Declining Regions, Local Extinction Response Fund,

Fiscal Investment Effectiveness, Lagged Effects, Basic Industries
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