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An Empirical Analysis on the Effect of Naepo New Town
on the Local Economy of Neighboring Areas
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Abstract: A new town attracts a large population in the short period due to its excellent residential conditions, and
forms a local economy. However, if the new town is constructed in an inferior area, it would cause a negative effect to
neighboring areas by absorbing population and firms from them. Nevertheless, the relocation of Chungnam provincial
office from Dacejeon, a metropolitan area to Naepo belongs to the key project of constructing Naepo. If the officers and
their family members move to Naepo following the relocation and form a new consumer group of a local economy, the
construction of Naepo would cause a positive effect to its neighboring areas. This paper empirically analyzes the effect of
Naepo on the local economy through the change in differences of the new openings of restaurants between areas (defined
either by donut-shaped area with 500-meter width or by Eup, Myun, and Dong) inside and those outside of 10km from

the border of Naepo. The results from regression equation estimation where difference-in-differences framework is applied
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imply that the construction of Naepo new town caused a positive economic effect to its neighboring areas.
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