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As the outbreak of earthquakes increases in South Korea, attention to damage
and prevention from earthquakes is increasing. This paper estimates spatial

impacts of regional earthquakes on regional economic losses, developing a
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Spatial Computational General Equilibrium (SCGE) model. The loss is measured
in terms of reductions in gross regional products through cost inflations of
logistics and production from the earthquake. The SCGE model is composed
of regional modules of regional productions and consumptions at city and
county level, and the optimal solution set of quantities and prices of commodity
and factor input markets is determined by maximization of producer’s profits
and consumer’s utility. The expanded 228 cities and counties multi-regional
input-ouput table is used to apply SCGE model. In the simulation, the shocked
regions caused by the earthquakes are Kyungjoo, Iksan, Yeosu, Muju and it
is assumed that production facilities in shocked regions and adjacent regions
are loss by 2%. As the result of the simulation, the decrease in production
facilities in the shocked region due to the earthquake not only causes the largest
decrease in value added of shocked and adjacent regions but also reduces the
value added nationwide. In aspect of national GDP, the earthquake in Kyungjoo
has the largest effect on the economic losses, which is followed by Iksan, Yeosu
and Muju. By analyzing the expected damage from the natural disaster by
region, this paper is expected to contribute to improve an efficiency of budget
allocation for national safety and natural disasters and to set investment

priorities of government projects.

Key Words : Earthquake Disaster, Regional Economy, Spatial Computational

General Equilibrium Model, Spatial Economic Impact
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