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An Analysis of Influential Factors on Income Inequality Caused by Capital and
Wage Incomes: Evidence from Korea with Cointegration Approach
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Abstract

The aim of this study is to investigate the effects of income inequality caused by capital and wage
incomes under globalized economic system in Korea. Empirical evidences which are obtained by
cointegration methodology reveal that the effects resulted from capital and wage incomes to income
inequality are alternative between short-run and long-run. And, the wage income has stronger impact
on income inequality than the capital income. This might be occured as a result of that inbound foreign
capital seems not to contribute to economic activity in real sector. It also has to be mentioned that
the income inequality is negatively influenced by international trade in the short run and in the long run
as well. To this end, it would be concluded that well-organized distribution system for wage income
should be established, accordingly. And, forward and backward linkages in exporting industry have to
be re—evaluated in order to improve income inequality in Korea.
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Model I-1:

In Gini, = a; + b In Y, + ¢,

Model 1-2:

InGini, = a, + b,In ¥, + ¢, In ¥7 + ¢,

Model I-3:

In Gini, = a, + b In ¥, + ¢ In Y2 + dyIn ¥ + ¢,
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Model 11-2:

In Gini, = a5 + b;In ¥, + ¢;In Y7 + £, In SP, + ¢,
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In Y, 0.089 -9.994** 0.749**
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I 2. Model 12| £¥Z1: FM-OLS =2¥

FM-OLS
FHA Model -1 Model -2 Model -3
GDP Yol GDP GDP 0I5 GDP GDP oI5 GDP
a -2.722 -2.438 -15.75 -10.56 513.0 266.4
¢ (9.07)* (-10.2)* (-1.80) (-1.86) (1.84) (1.73)
b 0.103 0.115 2.031 1.792 -114.5 -80.3
! (4.75)* (4.76)* (1.59) (1.65) (-1.86) (-1.77)
c _ _ -0.071 -0.086 8.486 8.315
K (-1.52) (-1.47) (1.89) (1.80)
p B B B B -0.209 -0.286
i (-1.91) (-1.82)
R? 0.61 0.61 0.64 0.64 0.71 0.70
SSR 0.03 0.03 0.03 0.03 0.02 0.02
7 (U] A= t SAROI, (= 5% SORE0N FIEE JPRle 299,
E 3. Model 19| £¥Z1: CCR 28
CCR
FHA Model -1 Model -2 Model -3
GDP 20l GDP GDP ol GDP GDP 2ol GDP
w -2.712 -2.430 -15.83 -10.54 532.4 265.8
J (-9.94) (-11.1) (-2.27) (-2.36)* Q.51 (2.39)
b 0.103 0.114 2.047 1.793 -118.8 -83.18
¢ (5.15)* (5.16)* (1.99)* (1.95) (-2.53)* (-2.42)*
¢ _ _ -0.072 -0.087 8.801 8.610
! (-1.90) (-1.84) (2.54)% (2.44)%
L B B B B -0.217 -0.296
! (-2.55)* (-2.45)%
Rr? 0.61 0.61 0.63 0.62 0.71 0.70
SSR 0.03 0.03 0.03 0.03 0.02 0.02
F ()Ue] 2RI t SAZODI, (V£ 5% ROREUN AIPIS T2l 299,
T 4. Model 119] XA} FM-OLS 2g
Model [1-1 Model 11-2 Model [1-3 Model I1-4
B (Y2AE) (RH2AS) (Hes3h (=)
Ha 2ol ol 2ol ol
GDP GDP GDP GDP GDP GDP GDP GDP
- -19.03 -13.68 -11.15 -6.935 -16.41 -10.57 -23.10 -14.56
i (-2.42)% (=2.72)* (-0.91) (-0.88) (-1.34) (-1.31) (-1.89) (-1.85)
b 2.288 2.220 1.349 1.049 2.126 1.793 2.872 2418
¢ (2.00)* (2.20)* (0.75) (0.65) (1.19) (1.11) (1.63) (1.53)
c -0.063 -0.079 -0.045 -0.047 -0.075 -0.086 -0.085 -0.092
K (-1.48) (-1.53) (-0.69) (-0.56) (=1.13) (-1.03) (-1.33) (-1.14)
. ~0.431 -0.463 ~ ~ ~ ~ -0.446 -0.437
o (=2.17)% (-2.39)* (-1.95) (-1.98)*
5 B B -0.024 -0.030 B B 0.001 -0.009
' (-0.58) (-0.71) (0.02) (-0.17)
_ _ _ _ 0.007 0.001 0.041 0.038
gi (0.09) (0.01) (0.46) 0.43)
R? 0.66 0.65 0.64 0.64 0.62 0.62 0.61 0.60
SSR 0.04 0.04 0.04 0.04 0.03 0.03 0.04 0.04
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I 5. Model 11| #3Z2;: CCR 28

Model 11-1 Model 112 Model -3 Model Il-4
= (2245) (RH2AS) (FHedsh) (M)
53
A Yoiy 2ol 2ol 2oy
GDP ohp GDP ehr GDP eop GDP ohr
. -19.90 1430 -11.65 7164 1864 -11.85 -34.07 -21.75
i (-2.90)* (-3.25)* (-1.04) (-0.99) (-164) (-1.60) (-2.19) (219
N 2419 2.369 1429 1,101 2457 2,057 4,404 3.807
i (.48)* .72 0.80) 0.74) (1.48) (139 (1.99 (1.94)
. -0.068 -0.087 -0.049 -0.050 -0.087 -0.101 -0.137 -0.156
i (-1.99)* (-2.00)* (-0.79) (-064) (-1.41) (-1.29) 178 (-1.66)
. -0.429 -0.462 B i B B 0579 0576
i (-2.33)* (-2.53)* (-2.36)* (-2.43)
; ] ] -0.020 -0.026 ] . -0.005 -0.019
i (-0.44) (-0.55) (-0.00) (-023)
. ] ] ] ] 0.027 0.020 0.119 0.120
9i 0.33) (0.24) 0.90) 092)
R? 0.65 0.64 0.62 063 0.59 059 051 0.49
SSR 0.04 0.04 0.04 0.04 0.03 0.03 0.04 0.04
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HE 6. Model 1112] £=XZ1}: FM-OLS 28

Model 1lI-1 Model 11I-2 Model 111-3 Model Ill-4
= (dzas) (=) (s (FH)
=3
e wolg golg dolgt golgt
GDP e GDP S GDP e GDP e
" -21.22 -14.32 -21.19 -13.20 -29.99 -19.39 -19.38 -11.74
i (219 (-2.30)* (-1.33) (-1.27) (-2.07)* (-2.03)* (-1.17) (-1.12)
b 2671 2413 2.806 2.307 4,090 3.558 2.336 1.820
i (1.84) (1.92) (1.21) (1.09) (1.95) (1.85) (0.96) (0.85)
. -0.082 -0.006 -0.099 -0.111 -0.147 -0.176 -0.068 -0.065
i (-1.44) (-1.39) (-1.15) (-1.02) (-1.89) (-1.79) (-0.75) (-0.57)
. -0.354 -0.423 ~ ~ _ ~ -0.617 -0.680
K (-1.27) (-151) (-1.73) (-1.94)
s _ _ 0.011 0.006 B ~ 0.034 0.032
i 0.22) 0.12) (0.59) (0.57)
. ~ ~ ~ ~ 0.011 0.008 0.104 0.096
9i 0.14) (0.10) 0.98) 0.93)
. 0.052 0.068 _ ~ _ ~ 0.263 0301
il 0.27) 0.37) (1.03) (1.22)
f _ _ -0.022 -0.024 B ~ -0.156 -0.163
i (-0.50) (-0.55) (-2.52)* (-2.771)*
v ~ ~ ~ ~ 0.045 0.042 0.127 0.131
gir (0.55) 0.52) (1.33) (1.41)
R? 0.63 0.62 0.64 0.64 0.61 061 0.68 0.69
SSR 0.04 0.04 0.03 0.03 0.02 0.03 0.03 0.03
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E 7. Model 19| &=H¥Z3}: CCR 2
Model 1lI-1 Model 111-2 Model 11I-3 Model -4
=% (245) (R12A5 5 (BHA)
(B PIidl=s ol PIidl=s oI
GDP GDP GDP GDP GDP GDP GDP GDP
" -22.23 -15.26 -22.74 -14.32 -28.77 -18.41 -22.78 -13.96
i (-2.66)* (-2.87) (-1.50) (-1.44) (-2.13) (-2.06)* (-1.11) (-1.08)
b 2.835 2,620 3.040 2,543 3.934 3377 2.850 2.297
‘ (2.35)* (2.46)* (1.37) (1.25) (1.99) (1.87) 0.97) (0.89)
. -0.089 -0.109 -0.108 -0.123 -0.142 -0.169 -0.087 -0.089
i (=2.01) (=2.01) (-1.30) (-1.17) (-1.95) (-1.81) (-0.84) (-0.70)
. -0.381 -0.448 ~ ~ ~ ~ -0.913 -0.955
i (-1.02) (-1.23) (-1.56) (-1.68)
f ~ ~ -0.001 -0.016 ~ ~ -0.085 -0.086
i (-0.01) (-0.10) (-0.44) (-0.47)
v ~ ~ ~ ~ 0.529 0.500 0.793 0.727
gi (1.81) (.71) .26 @2.15)
. 0.105 0.130 ~ ~ ~ _ 0.504 0.534
i (0.33) 0.43) 1.11) (1.22)
r ~ ~ -0.001 0.005 ~ ~ -0.019 -0.028
Ta (-0.02) (0.03) (-0.11) (-0.17)
. ~ ~ ~ ~ -0.448 -0.425 -0.555 -0.496
i (-1.57) (-1.49) (-1.62) (-1.50)
ik 0.63 0.62 0.61 0.60 -0.91 -0.77 -2.37 -1.90
SSR 0.04 0.04 0.04 0.04 0.12 0.11 0.11 0.10
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