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Abstract

In South Korea, the regional imbalance of household income has attracted considerable
attention over the last five decades. It has been widely argued in the previous studies that
income tax, public transfers, and private transfers can play a significant role in the reduction
of household income disparities. However, relatively little is known about the effects of tax
and income transfers on such disparities in terms of regional context. The purpose of this
paper is to investigate the extent to which the influence of tax and income transfers on the
regional income redistribution, using the Korean Labor and Income Panel Study(KUPS). The
findings are that first, the regional redistributive effects of private transfers are far greater
than those of tax and public transfers. Second, the relative contribution of between-region
inequality is greater than that of within-region. The tax and income transfers have reduced
both between- and within-region inequalities, but such effects do show comparatively small
difference between between- and within-regions.
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Figure 1. The Effects of Taxes and Public Transfers on Income Inequalities
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Source: Luebker (2011, p.2)
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Wages and Salary : Wages and Salary from Employers

Self-employed

Income : Earnings from Self-employment

Property Income : Rental Income, Profits on Trade, Land Rents, foregift

Financial Income : Interests from financial and non-financial institutes, Profits on Stock Trade, dividend

National Retirement Pension(m2IH3E), Special Occupation Retirement Pension(S<=%<¢a),
Social Securities : Occupational Health and Safety Insurance(2AtAj& %), Pension for Veterans(E=Z={3),
Unemployment Insurance(11 2% &) and Others

+ + +
Public Transfers: Private Transfers:
Basic Livelihood Transfers among Private
Taxes Subsidies(?| = M=H=3), Sectors
Other Govemmental
Subsidies
1 1 1 1
Income before Taxes and I frer T . Income after Public Transfers Income after Private
Transfers (A) hoorme. after Taxes (B (o] Transfers (D)

Figure 2. Components of Disposable Incomes in KLIPS
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Table 1. Regional Incomes Before Taxes and

Transfers

Unit: Household, 10,000won

No. of |Median|Average | Standard
Household| Income | Income | Deviation i
Total 6,273 1,810 2,072 1859.7| 898
SMA 3003 1,926 2,189 1929.9| 882
Dongnam 1,131 1,894 2,180 1903.0f 87.3
Chungcheong| 692 1,560 1,812 15084 832
Honam 695 1,500 1,840 1994.2| 1084
Daekyung 662 1,697 1,855 15462 833

Note *: Coefficient of Variation=(S.D /Average Income)*100
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Table 2. Regional Distributions of Population
According to Income Quintiles

Unit: %

SMA |Dongnam|/Chungcheong| Honam |Daekyung
1Q | 163 188 238 286 258
2Q | 190 197 24.1 210 19.5
3Q | 214 184 194 183 186
4Q | 216 206 16.5 154 189
5Q | 216 225 16.2 16.7 17.2

Note: For example, 16.3% of people living in the SMA
are classified into the first quintile of national household
income distribution.
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Table 4. Changes of Regional Income Disparities before and after Taxes and Transfers
SMA Dongnam Chungcheong Honam Daekyung
Categories GINI | Change | GINI | Change | GINI | Change | GINI | Change | GINI | Change
Coef. (%) Coef. (%) Coef. (%) Coef. (%) Coef. (%)
Income before
Taxes and 0400 n/a 0427 n/a 0439 n/a 0497 n/a 0447 n/a
Transfers
Income after
0.396 - 10 0423 - 09 0434 - 11 0491 -12 0442 - 11
taxes
. |Income after
Public X 0391 - 23 0410 - 4.0 0418| - 4.8] 0471 -52 0420 - 60
Public Transfers
Sector Income after|
taxes 0.385 -35 0405 -5.2 0412 -62 0.464| -6.6 0415 -7.2
Public Transfers
Private |Income after
) 0.370 - 75 0.3%4 - 7.7 0.396 -98 0444 - 107 0407 - 89
Sector |Private Transfers
Public g|nome after
K taxes, Public|
Private . 0.356 -11.0 0.372 -129 0.37 -15.7 0414 -16.7 0.375 -161
and Private|
Sector Transfers
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Figure 3. Changes of Regional Income Inequalities
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Table 5. Between-Region and Within-Region Inequalities

Inequality Between-Region Inequality Within-Region Inequality
Categories
GINI Coeff. GINI Coeff. Share(%) GINI Coeff. Share(%)
Income before Taxes and
0426 0.294 69.01 0.132 30.99
Transfers
Income after taxes 0422 0.292 69.19 0.130 30.81
Public Income after
0411 0.283 68.86 0.128 3114
Sector Public Transfers
I fter t
ricome arter axes 0.406 0280 68.97 0126 31.03
Public Transfers
Private Income after
i 0391 0.270 69.05 0121 3095
Sector Private Transfers
Public & .
. Income after taxes, Public
Private R 0.370 0.255 68.92 0.115 31.08
and Private Transfers
Sector
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