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Abstract The purpose of this paper is to examine the business cycle in the Jeju region and what differences exist
in relation to the nation as a whole, to calculate the relative importance between the random walk stochastic trend
and cyclical factor, and to find out its causes and implications. Results of empirical analysis found that the
characteristics of the business cycle in the Jeju region were as follows: First, the Jeju region, which is likely to have
a growth component of the economy such as technological development and the accumulation of capital, was
projected to have a possibility of high growth due to a greater proportion of the stochastic trend factor(46.8%) than
the entire country(27.8%). Secondly, employment fluctuation in Jeju, which varies from 0.007 to 0.058 depending on
the model, was lowest compared to the fluctuation of other indicators. The employment market in Jeju remained firm,
showing that it is not smooth enough to create new jobs despite the production growth in industry. Third, the tourism
industry was acting as a stabilizing factor, whereas the mining and manufacturing production was the opposite of
tourism industry. This implies that the mining and manufacturing production was based on a weak foundation.
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Index of Jeju and Korea.
: Korean Statistical Information Service(KOSIS) and

Composite Index of Business Indicators in Jeju September

2015[3].
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Fig. 2. Cyclical Component of Coincident Composite
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Table 1. Unobserved Component Model(UCM) Results
for Composite Coincident Index.

Korea Jeju
arameter | Estimate ratio arameter Estimate ratio
P o | P %)
o 0.001 27.8 o 0.0033 46.8
v (0.0004) (A) v (0.0005) (A)
o 0.002 72.2 o 0.0037 53.2
€ (0.0002) (B) e (0.0005) B)
0.000 0.0000
Ty (0.0000) Ty (0.00005) )
1.73 & 1.652 )
1 (0.0459) 1 (0.0743)
-0.747 -0.6786
dj? (0.0442) @2 0.071) .
Note : Numbers in parentheses are Standard error.
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Table 2. Variance ratio for Components of Composite
Coincident Index.

Clark model structural time series model
Indica
tor trend | cycle | trend cycle | seasonal | irregular
(A) B) ©) D) (E) (F)
1 1.2 98.8 39.5 60.4 0.1 0.0
2 61.2 38.8 24.3 70.0 0.0 57
3 45.8 54.2 25.1 51.6 233 0.0
4 16.2 83.8 0.2 63.0 36.8 0.0
5 44.9 55.1 -
6 |47 23] 04 [ 853 ] 133 [ 10
Note :
1. Number of Employed Persons(excluding Farm Household)
2. Industrial Production Index
3. Number of Tourist
4. Value of Agricultural Products Shipment
5. Sales of Large Retail Store
6. Sales Volume of Electric Power
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Table 3. Standard deviation for Components of
Composite Coincident Index

trend cycle
Indica | original series cycle factor

tor series

) ) ® ) @
1 0.058 0.056 | 0.056 | 0.015 0.007 0.008
2 0.234 0.154 | 0.142 | 0.041 0.044 0.030
3 0.383 0.348 | 0.337 | 0.021 0.030 0.020
4 0.520 0.193 | 0.106 | 0.068 0.123 0.047
5 0.306 - 0.321 0.008 - 0.056
6 0.241 0.208 | 0.240 | 0.016 0.052 0.008

Note :

1) M-@ represents structural time series model, X-12-ARIMA,
HP filter and Clark model respectively.
2) 1-6 represents the name of indicators in Table 2 respectively
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