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Abstract This paper examines the impact of the Basic Pension scheme in terms of poverty reduction
and income distribution among elderly households by focusing on the differences in the household
type. It compares the data before (2013) and after (2016, 2019) the introduction of Basic Pension by
using Household Income and Expenditure Survey data. Empirical analyses indicate that, first, the overall
income and the public income transfer of the elderly households increased during the period
compared. Second, the poverty rate was considerably higher for the elderly living alone than for other
household types. The government policy led to poverty-reduction for all types of elderly households,
wherein the effect was most profound in the case of elderly living with spouse. Third, income
distribution improved for all types of elderly households, though maximum margin was observed in the
case of the elderly living alone. Fourth, according to the multivariate logit regression, the Basic Pension
had a positive impact on reducing the risk of poverty (defined as below 40% of median income) among
the elderly households.
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Table 1. Current state of income and expenses: Elderly
household
(unit: 1,000 won,month)

2019

10 2Q 3Q 4Q
1685 1,771 1,848| 1,882| 1,983| 1,983
(100) | (100)| (100)| (100)| (100)| (100)
1,653| 1,666| 1,833| 1,866| 1,954| 1,958
(922)| (94) | (99.1)| (99.1)| (98.5)| (98.7)

543 513 562 579 624 674
(322)| (28.9)| (30.3)| (30.7)| (31.4)| (33.9)

309 333 289 297 326 335
(183)| (188)| (15.6)| (15.7)| (16.4)| (16.8)

2013 | 2016

Total income

Current income

Earned income

Business income

Property income
(28) | (1.5 () 12| 0.8 Q)

655 791 964 965 987 929
(38.8)| (446)| (52.1)| (51.2)| (49.7)| (46.8)
429 589 714 745 748 745

Transfer income

Public income

transfers (254)| (32 | (386)| (395)| (37) | (375
Private income 226 | 203 | 250 | 221 | 239 | 184
transfers (33| (11.4)| (135 1| (12| ©2

31| 106 15] 16| 20| 25

Non-current incom
77| 69| 08| 08| (14| (12

Disposal Income 1,389| 1,493| 1,493| 1577 1569| 1,635

*: Quantile
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Table 2. Current state of income and expenses: Elderly
household with basic pension
(unit: 1,000 won, month)

2019

2013 | 2016

10| 20 3Q 40
1,165 | 1,387 | 1,404 | 1,415 | 1,496 | 1,439
(100) | (100) | (100) | (100) | (100) (100)
1,047 | 1,290 | 1,389 | 1,403 | 1,463 | 1413
(89.9) | (92.9) | (98.9) | (99.1) | (97.8) | (98.2)
357 419 435 466 480 489
(30.6) | (30.2) | (30.9) | (32.4) | (32) (34)

Total income

Current income

Earned income

150 178 130 132 142 144
Business income
(1290 | 128) | 92) | (93) | (949 9.9
29 8 5 4 52 8
Property income
(24) | 6.1) | (03) | (03) | (0.3 (0.5)

510 684 819 807 837 773
(43.8) | (49.3) | (88.3) | (57) | (55.9) | (53.7)

Transfer income
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Public income 279 | 463 | 565 | 580 | 588 575
transfers (23.9) | (333) | (40.2) | (40.9) | (39.3) | (39.9)
Private income | 231 | 221 | 254 | 227 | 248 198
transfers (19.8) | (1569 | (18) | (16) | (16.6) | (13.7)
Non-current 118 | 98 15 12 32 25
neome a | @ | oo ey an
Disposal Income | 987 | 1,207 | 1,176 | 1,219 | 1,263 | 1,234

*. Quantile
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Table 3. Relative poverty rates according to types of
elderly households

2013 2016 2019

Type |Classification 10| 20| 30| 40| 10| 20| 30| 40| 10| 20| 30| 40

Market 66.78 66.4068.2668.0170.97 68.81168.24/68.08/66.9567.0666.11/66.72
income

Elderly

(total) Disposable
income P21 64.9956.9055.09[61.48149.25/51.80}49.52148.4047.32 A7.45147.92
Market

182.09 81.6682.4482.32/84.70[83.50182.39/82.98(81.07/80.77[78.94/80.20
Elderly| income

living
alone | Disposable
income

73.50 [70.6773.97(71.45167.97 54.35167.59|66.42 63.63163.27 61.49162.12

Market
Elderly| income
living
spouse| Disposable
income

166.93 [67.2667.27167.20/65.12164.15(64.65/64.5163.38(63.47 63.2463.03

49.23 (49.6950.98147.88(37.9139.2242.03[37.19[39.46[37.7739.94[39.78

":‘sg:; [37.95 140.9238.48136.69/44.1841.05(38.46[39.36[36.09[38.7637.40(38.17
Others
Disposable

income

20.28 29.5629.37[30.35[32.0930.4729.56530.2824.97 23.55 P4.55[25.88

* Quantile
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Fig. 1. Policy effects on poverty rates
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Table 4. Income distribution index according to elderly
household type

Inequality 2013 2016 2019
index | 10| 20| 30| 40| 10| 20| 30| 4Q| 1Q| 2Q| 3Q]| 4Q

Type

Elderly P90/P10 | 10.9] 9.56(10.64 9.11| 7.3 | 6.92| 7.99] 6.83 6.48| 6.36| 6.67| 6.80
(total) Gini

coefficient
Elderly| P9O/P10 |14.74 9.84| 9.72| 7.4|6.78| 6.78| 9.72| 7.4 | 5.24| 4.97| 5.59| 5.76
living

alone Gini 0.44§0.431/0.4410.424 0.4070.406 0.4410.424 0.3670.364 0.427 0.438
coefficient

0.4570.4440.4520.4370.4040.4040.4170.404 0.4010.3990.4170.427

Elderly| P90/P10 | 9.40| 8.29| 9.48| 8.29| 6.54| 5.7 | 9.48| 8.29| 5.56| 6.22| 6.0 6.02
living
spouse| G 16 444 04490.4350.421/0.36§0.3640.435 0.4210.3640.3770.3740.374
coefficient

P90/P10 | 7.24| 6.97| 6.96| 6.78| 7.5 | 5.77| 6.96| 6.78 8.13| 7.69| 8.0 | 7.78

Gini
coefficient

Others

0.35§0.3610.3660.3570.366 0.354 0.366 0.357 0.374 0.363 0.364 0.365
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Fig. 2. Policy effects using Gini coefficient
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Table 5. Difference—in—Differences multiple logit analysis

Equivalised household disposable income
40% of median | 50% of median | 60% of median

Std. Std.
Err. Coef. Err.

group 0.394* | 0.004 | 0.369* | 0.003 | 0.709* | 0.003
time -0.5682* | 0.005 | -0.722* | 0.004 | -0.567* | 0.004

Coef. Coef. | Std. Err.

group*
time

male -0.065* | 0.004 | -0.181* | 0.003 | -0.189* | 0.003

-0.333* | 0.006 | 0.204* | 0.005 | 0.046* | 0.004

age | 0.038* | 0000 | 0.042* | 0.000 | 0.038* | 0000
education | neax | 0,000 | -0.068* | 0.000 | -0.072* | 0.000
al year
Eiderly 1 0520+ | 0.004 | 0.534* | 0.003 | 0.550* | 0.002
alone
Biderly w. | 4214+ | 0.004 | 0.388* | 0.004 | 0.473* | 0003
spouse

work -2.100* | 0.004 | -1.672* | 0.003 | -1.60* 0.002

Constant | -4.231% | 0.016 | -4.150* | 0.014 | -3590 | 0.012
(R chi2(0)| 84563324 110391553 1495469.48
Psedudo 0.148 0.146 0.162
R2
*: sig<0.01
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