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Bi-Polarization of the Income Distribution and Its

Soci-Economic Consequences in Korea
Kwanho Shin - Donggyun Shin

Abstract

The level of social unrest associated with the income distribution is better
represented by bi-polarization than inequality. This article uses the bi-polarization
index developed by Esteban, Gradin, and Ray(1999) to analyze how the income
distribution has evolved in Korea for the 1997-2003 period. First, comparison of
Korea with several OECD countries in the speed of polarization confirms the Shin
and Cheon’s(2005) conclusion that the problem associated with the income
distribution in Korea lies in polarization rather than in rising inequality. Second,
we attempt to characterize the dramatic bi-polarization process of the income
distribution. Our calculations show that the mobility from the low to the upper
class is reduced as the distribution becomes more bi-polarized. Polarization has
more unfavorable effects on the low education group or older household
heads(45+) than on the high education group or younger ones(44-). It is further
observed that income dispersion is typically greater in the non-manufacturing than
in the manufacturing sector and that the rising level of polarization is associated
with the great exodus of workers from manufacturing to non-manufacturing.
Finally, variation of labor force participation rates across regions and over time is

better explained by bi-polarization than by rising inequality.
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Labor Supply
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