S AXX|28H3 K| M17# M3S 2014(502~516)

An Empirical Study on Effect of Property Income on Income Inequality

Haejung Chun*
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Abstract: This study has decomposed the Gini coeflicient using Korean Labor & Income Panel Study data
and empirically analyzed the impact of demographic characteristics and source-specific income of house-
holder on the household income gap using panel analysis. The scope of areas were divided into ‘nationwide,’
‘metropolitan areas,” and ‘non-metropolitan areas,” and the period before and after the global financial
crisis was examined.

The analysis findings are as follows. First, when the entire period was examined by income source using

Gini decomposition with division of areas into ‘nationwide,” ‘metropolitan areas,” and ‘non-metropolitan

* JAgsta mAIA S - s AR Za4(Assistant Professor, the department of urban planning and real estate. Sungkyul

University, wooyang02@sungkyul.ac kr)



areas’, the following results were revealed. The absolute and relative contribution level of property income to the
gross income was the largest in the category of ‘nationwide’ and ‘metropolitan areas,’ while the contribution level of
earned income was the largest in the category of ‘non-metropolitan areas’. In addition, property income worsened the
household income gap the most in the category of ‘nationwide’ and ‘metropolitan areas.” Second, property income
worsened the household income gap less after the financial crisis than before the crisis. It is probably because the
price of real estate skyrocketed before the global financial crisis, worsening the household income gap, whereas the
price drop after the crisis temporarily alleviated the gap. Third, a correlation analysis revealed that households with
older householders whose education is high school graduation or below had relatively low gross income, and house-
holds with higher source-specific income, especially earned income, had relatively high gross income. Fourth, when
the household income determinants were compared through panel analysis with division of areas into ‘nationwide,
‘metropolitan areas,” and ‘non-metropolitan areas,” the following results were obtained. While the impact of earned
income, financial income, and other incomes was greater in non-metropolitan areas than in metropolitan areas, the
impact of property income was greater in metropolitan areas than in non-metropolitan areas.

To reduce the income gap, the government should impose higher taxes on the high-income class and provide tax
benefits to the low-income class, with efforts to create a wide variety of jobs. In addition, since income inequality gets
worse as the proportion of incomes generated through asset holdings becomes higher, the government should focus
on stabilizing property prices while paying attention to the regional differentiation when carrying out related poli-

cies.

Key Words: Property Income, Income Inequality, Gini Decomposition, Panel Analysis
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