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Hakchung Choo*

The main purpose of this study is to assess data availability and
problems with data for future research in collaboration with the
joint Princeton University/Brookings Institution project on income
distribution in developing countries. This report covers three
geographically proximate Asian countries -- Korea, the Philippines
and Taiwan.

Following the guidelines provided by the project, this
survey consists of three major parts. Tirst, existing studies on
income distribution for the three countries are briefly reviewed with
emphasis on methodology and on conclusions and findings. Secondly,
availability of, and problems with, data relating to income distribu-
tion are examined carefully, noting the differences in definitions and
classifications among these countries. Also an effort is made to assess
the availatility of dati for consistency checks and for specific interest

areas of the joint project.
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The last chapter deals with scme suggestions for particular lines
of inquiry for future research, especially in connection with problems
of data sources and in view of existing studies on income distribution

for thies region.
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I. A REVIEW OF EXISTING STUDIES ON INCOME DISTRIBUTION

Although there prevails wide interest in, and recognition of,
the problems of income distribution, there are only a limited number of
empirical studies on income distribution pertaining to Korea, the Philip-~
pines and Taiwan. Of these; some show a great deal of care in choosing
methodology and in dealing with data, while others do not indicate sources
of data nor their limitations. Some are yet in preliminary form while
the others have been published as articles or monographs. There are two
comparative studies on income distribution including these three countries,
though they are not mutually exclusive. The first one is Professor Harry
T. Oshima's article on "Income Inequality and Economic Growth”[—l! Thé
other one is a preliminary report edited by Hollis Chenery, John Duloy
and Richard Jolly for the lorld Bank.—-g-/

In the study by Professor Oshima, the U.S. and seven Asian
countricvs are compared. Following rather lengthy discussions of various
measures of over-all size-distribution of family income, he dévises what
he calls an index of decile inequality in an effort to ease the bias of
the Gini concentration ratio toward extreme values.éj His improvised
methodology may be briefly summarized as follows: for the index of

decile inequality (DI),

DI = _Eid]/10
13

where d: the deviation of each decile share of income
from perfect equality.

The contribution by the actual mean to inequality (CI) 1is:



CI = If [X - in] -If [X+Y) - (io +Y)],
where f : frequencies;

X ¢ the average income of each class interval

8 in the sector distribution;
in ¢ the mean of the national distribution; and
Y : the difference between X and the mean

of the actual sector dis?ribution.

The data used by Professor Oshima, who is very careful and
articulate with data, are family income and expenditures surveys by the
government agencies, except for Korea. The sample survey results for the
Philippines and Taiwan are more comparable since these surveys included
large stratified samples of all registered families and single-person-
households. Critical assessment of data used for the Philippines and
Taiwan will be attempted in the following chapter, when we exzamine data
availability. The Korean data is based on a special stratified randcm
sample survey of 800 urban households and 1,000 rural households specific-
ally conducted by the Institute of Social Science, Chung-Ang Universicy.ﬁj
An evaluvation of data sources of this survey for Korea will be attempted
toward the end of this chapter, dealing with Korean income distribution

studies, in order to avoid the rigk of repetition. Using the methodology

and data, the indicators of income distributions for the three countries

are as follows:éjf
Index of Decile
Year Inequality Gini Coefficient
Korea 1966 .21 -
Philippines 1965 .26 .36

Taiwan 1964 41 .51
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In an attempt to ideatify the major sources of inequality, the
distribution of income is broken down into rural and urban sectors, allow-
ing measurement of sector deviations and the contribution of sector means
to the size-distribution of family incomes for these countries. Based on
the preceding analysis, he "found that the greater inequality of South
and Asian countries is found in the means and frequencies of the rural
distributions and the wide dispersions in the urban distributions."éj

In the case of the Philippines, the rural sector and the rural
mean contributed to the natlonal deviation or inequality by 54% and 17%
respectively in 1965 while the Taiwan rural sector's and mean contribution
were 287 and 0.5% in 1964, On the other hand, the contribution of the
urban sector to national inequality is wholly due to the dispersion or
cervature of the distribution accounting for ¢0% and 517% in the Philippines
and Taiwan, respectively:zj The figures for Korea were not presented
because of the iradequacy of data as will be indicated later.

In the report jointly prepared by the Development Research Center
of IBRD and the lnstitute of Deveclopment Studies of the University of Sus-
sex, there are two chapters, one by M. Ahluwapia and another one by
Ahluwapia and Chenery, presenting the levels of inequality in income
distribution for varioue countries including both capitalist and socialist
societies.§/ The first chapter presents two measures of inequality for
cross-section analysis while two other measures for comparative analysis
are computed in the latter chapter. The former two are the well-known
GINI coeificient and the ratio of the bottom 40 percent to the top
20 percent. The latter two are the annual increases i welfare in terms

of equal and poverty weights.



The followingz table shows a summary of distributive measures

presented in this report for the countries with which we are concerned.

Table 1. Income Distribution and Growth Indicators

Country Year
Korea 1970
Philippines 1965
Taiwan 1964
Country Period
Korea 1964-70
Philippines 1951-65
Taiwan 1953-61

Source: Chenery et. al.,

Ratio of bottom
40 percent to
top 20 percent

18.0/45.0
11.6/55.4
20.4/40.1

Incon~ Growth

GINI

L] 36
.50
L] 32

Annual Increase in Welfere

Upper Middle Lowest
207 407 407

12.4 9.5 11.0
5.0 6.7 4.4
4.5 9.1 12.1

GNP Equal Poverty
We;gbtg Ueiphts Weights

11.0 10.7 10.5
5.5 5.4 5.2
6.8 9.4 11.1

pp. (2) 4 and (3) 6

Baged on the cross section analysis, three broad conclusions on

9/

the pattern of income distribution between countries are drawn.< First,

the socialist countries have the highest degree of equality, as expected.

Secondly, the developed countries are on the whole more equal than most

underdeveloped countries.

Lastly, the developing countries vary consider-

ably in the degree of equality in the distribution of income. Over a

period of time, the IBRD-Sussex team finds that in some growth countries

performance 1s notably worse when measured by welghted indices while other

countries such as Sri Lanka, El Salvador, Columbia and Taiwan show the



weighted indices higher than GNP growth. The rates of GNP growth for
Korea, Costa Rica, Yugoslavia, Philippines and Peru are not affected by
the use of weighted indices to any greater extent%gj

As for the methodology being adopted in this study, there does
not seem tu be any major inrovation, except to apply commonly and exten-
sively used measures to numerous countries. It 1s, to this reviewer's
knowledge, the first study of its kind to be so extensive in its coverage.

The data cources of this global study, especially those for the
three countries germane to this report, deserve some further note. Data
for Korea and the Philippines are based on Christian Morrison's papers,
which, in turn, relied cn the annual report of the family income and
expenditure survey by the Bureau of Statistics, FEcoromic Planning Board,
and the farm household survey by the Ministry of Agriculture and TForestry
for Korea, and the Bureau of Census and Statistics Survey of Fouseholds
for the Philippines. TFor Tailwan, Professor Oshima's data is directly
quoted without any modifications. The problems with the data sources for
these three countries will be specifically indicated in the following

chapter.

1. The Philippine Studies

Turning to the country studies of income distribution, there
are three studies directly relevant to the problems of income distribution
in the case of the Philinpines.

A paper by Parel examlnes the effect of urbanization and geo~
graphical location on family income.il/ The data base of this study is

the third national survey on family income and expenditures by the Bureau
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of Census and Statistics conducted in 1966. By fitting log-normal distri-
bution to class income by "type of area" and by region, variance analysis
is made to determine the factors affecting the differences in size distri-
bution of income. The study finds that the level of development of the
region as a factor in fomi” wwome 1s very highly significant. Also, a
significant interaction bce’ :en "regions" and 'type of areas' was found
to exist, although it is not as hiphly significant as the two factors.ig/
| More receni:ly, T. Mijares and I.C. Belarmino attempted to
clarify the sources of income disparities among Philippine families in an
intertemporal aualysis of family income and expenditure surveys for 1961
13/

and 1971.=~ In addition to comparing relative shares of income classes,

they present some of the most common quantitative measures of income in-

equality for the two bench-mark years as follows:lﬁ/
1961 1972
Concentration Ratio (Gini Index) 0.515 0.481
Pareto's Constant 1.443 1.206
Mean/Median Ratio 1.63 1.52

An improvement in the concentratlon ratio and a deterioration in Pareto's
constant over time are primarily attributable to comparatively significant
increases in the average income of families in the hipgher third and fourth
quintiles. It is aiso reflected in the mean/median ratio representing
the skevmess of distribution.

The sources of income disparities are sought in this study in
terms of Gini indices for different income classes, urban vs. rural

famllies (including wmetropolitan Manila and other urban areas), regional
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comparisons and sources of family income. Other sources of income dis-
parities noted are size of family, number of income earners in the family,
educational attainment of members and head of the family and the age-
distribution structure of family members. Illowever, what they have shown
in their study is simply partial analysis of various sources of dispar-
ities without decomposing the shares of disparity attributable to a
specific "source" of disparity. Thus, the article ends with an apologetic

paragraph that reads as follows:

The extent to which the above factors influences income

disparities among family groups in the Philipoines is a

subject of an on~goilng study of the Bureau of the Census

and Statistics. It is hoped that the contribution of

each of the above-mentionzd factors could be quantified

and their significance properly determined.lsl

Although it is somewhat out-dated, there is an interesting
;tudy by the Joint Legislative-Executive Tax Commission on tax burden
by income class for the Philippines.lﬁ/ The type of study does not
exist in Korea or Taiwan. The study was based on a sample survey of
family income and expenditures on selected commodities and on tax
data obtained from the Bureau of Internal Revenue, Bureau of Customs,
General Auditing Office and other government agencies. The total
number of families were classified into thirteen income classes, ranging
from less than p500 to pl0,000 and over, and taxes vere classified into
two broad groups ~-- taxes on production and sales, and taxes on income
and property. This classification avoided the difficulties in terminology

that arise with respect to the distinction between direct and indirect

taxes.


http:determined.15
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The tax on income and property was apportioned emong the
various income classes according to the level of income earned or
property owned. On the other hand, the taxes on production and sales
were allocated according to the pattern of expenditures of the households
on taxable commodities. Taxes paid by both the business and household
sectors were, the Commission maintains, properly apportioaed batween
them whenever possible. Otherwise, the entire amount of tax was allocated
to the sector which paid the greater portion of the tax. Then, an alloca-
tion factor for each tax was devised, taking into account the various
factors affecting tax shifting, such as market structure, cost conditions,
and elasticities and other external influences. Also, the average money
burden and the effective rate for each income class are estinmated, respec-
tively defined as the tax burden per houschold and the ratio of total
taxes paid to gross income,

ith regard to the redistributive effects of taxes, the study
shows that taxes on income and property are progressive with an effective
rate ranging from 2.57 for the low inccie class to 21.8% for the highest
income class. Consequently, the income distribution before and after
the imposition of the taxes on income and property showed re:distribution
from the higher income group to the lower, although the redistributive
effect is not very significant because of the low effective tax rates on
income and property as a whole.lzj The taxes on production and sales are
found to be, as expected, regressive in general with effective rates
ranging from 16.0% for the lowest income group to 12.2% for the highest%gj

Combining the two broad categories of taxes, the over-all effects of taxes
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on the distribution of income is marginally salutary as shown in the

table below.

Table 2. Redistributive Effects of Tax in the Philippines

Cumulative Percentage of Income

Cumulative
percentage Before After After taxes After taxes
of all a.l on income on production
households taxes taxes and property and sales
Lower 20 4.2 4.5 4.9 3.9
Lower 50 17.3 17.9 18.2 16.7
Lower 90 57.8 59.7 60.2 57.2
Upper 10 42,2 40.3 39.8 42.8

Source: Joint Legislative-Executive Tax Commission, A Study of
Tax Burden: by Income Claes in the Philippines, (1964), p. 66

There are some questions as to the procedures usad in apportioning
various taxes to different income classes proportionately or in lumps in
deternining the tax burden. In addition, because the sample for this study
is selected to avoid the houscholds included as the sample for the 1961
household income expenditure survey, 19/ and because of the difference in
the year of the two surveys, it 1is extremely difficult to relate the re-
sults of this survey to the household inccme and expenditure survey of 1961.

As a follow-up, a mimeographed paper by Ruben F. Trinidad of the
National Tax Research Center of the Philippines (formerly of the Joint
Legislative-Executive Tax Commission) makes a broad description of tax
policy measures introduced, especially after the Marshall law, to promote
distributive equity.gg/ However, this work does not contain much analysis,

or as rigorous, as the earlier work by the Commission.
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More recently, the National Tax Research Center published an
initial mimeographed report on tax burden by income class for 1971 21/
updating its earlier study for 1960 with available data and following close-
ly the earlier methodology of distributing the tax burden by income class.
For this reason, this study is also subject to aforementioned nethodolog~
ical criticisms. The findings of this initial report are summarized in
Table 3. As compared to Table 2, the redistributive effects of tax
policies may be noticed in the improvement of the relative share of the
upper middle class; namely, that between fifth and ninth deciles. It
seems from the table that an insignificant level of overall income re-
distribution resulted from the use of tax policies. Specifically, taxes
on income and property have mildly and favorably affected redistribution
of income from the high-income group to the low and middle-income groups.

However, this positive redistributive effect is mostly negated by adverse

effzct from taxes on production and sales.

Table 3. lorenz Curve Before and After Taxcs

Cumulative Parcentage of Inceome

Cunulative
percentage Before After After taxes After taxes
of all all on inccme on preduction
households taxes taxes and pronerty and gales
Lower 20 4,2 3.2 4.1 3.1
Lower 50 17.8 17.1 18.7 16.3
Lower 90 63.1 64.8 65.8 61.7
Upper 10 36.9 35.2 34.2 38.3

Source: National Tax Research Center, A Study of Tax Burden
by Income Class in the Philippines, (An Initial Report,
1974), p. 3.
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There are at least two on-going studies on income distributions
financed by the International Labor Organization. According to an ILO
research report,zgj Professor Jose Encarnacion of University of the Philip~-
pines is making an attempt to analyze the relative contributions of dif-
ferent factors to income inequality, measuring income inequalify by the
variance of 4ncome logarithmsgg/ The factors included in his study are
educational level, age, "class of worker", place of residence and number
of hours of the employed and the self-employed, among others. Also, it
wlll deal with the differential incidence of wives entering the labor
force for classes of workers and levels of income. Another study under-
taken by Professor Edita Tan,gﬁ/ attempts to investigate the tax incidence
and the distribution of various government services and their effect on the
size~-distribution of income of various family groups. These studies are

expected to be completed in September, 1974, and February, 1975, respect-

ively and they will certainly be valuable additions.

2. Studies on Taiwan

Turning to Taiwan, there are two references with regard to the
Taiwanese income distribution. Professor Shirley W.Y. Kuo in her study of
"The Economic Structure of Taiwan, 1952-55" made a brief reference to in-
cone distribution. Her main concern lies in clarifying the consumption
patterns. In doing so, income distribution and consumption by occupation
for 1966 and the Lorenz curves of farmers and non-farmers for 1964 and
1966 are derived. She finds that the four curves fall almost on top of
one another due to insignificant change during the period of comparison

25/

and to no difference between £arm and non~farm income groups.—~ However,



she adds a speculation as to the possibility of cxclusion and underestima-
tion of the income of the highest non-farm income class?é—/
A study by J.J. Liu of Academia Sinica 1s more substantial.zzj
Since this mimeographed report is written in Chinese, with no summary in
English, the assessment of it in this section may not be adequate because
of the inadequacy of this reporter's proficiency in Chinzs:iec. The following
evaluation is strictly based on my understanding of Chinese characters
and analysis of the tables. Tollowing a brief theoretical examination of
the factors affecting income distribution and the relation between income
distribution and economic growth, Liu attempted cross-section and time
series analysils of income distribution in Taiwan. In his analysis, the
data utilized are the results of household surveys for 1964, 1966, 196%
and 1970, The measures of income distribution adopted by J.J. Liu are,
again, those most commonly used, (i.e., the Gini coefficient, Harry T.
Oshima's index of decile inequality and the ratio of the shares of top
10 [or 20] percent to that of bottom 10 [or 20] percent for the years

28/

concerned). Talile 4 shows the surmary of Liu's findings.—

Table 4. Measures of Income Distritution in Taiwan

1964 1966 1963 1970
Ginil Coefficient 0.36 0.36 0.36 0.326
The index of decile
inequality 0.26 0.26 0.26 0.235
The ratio of the income
share of top 10% to 8.63 6.80 8.45 1.177

that of bottom 107

The ratio of the income
share of top 20% to 5.33 5.23 5.28 4,584
that of bottom 207

Source: Liu, Op. Cit., pp. 102-3,


http:findings.28
http:substantial.27
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These indicators are compﬁted separately for both farm and
non~-farm households and by the classification of cities, municipalities
and localities. However, there 1s no significant difference between
the farm and non~farm households. Yet, there seems to be a wider dis-
persion among cities, municipalities and localities.

As will be noted in the following chapter, the household in-
come and expenditure survey in Tailwan is most comprehensive and detailed.

Therefore, this type of study would be rather easy in the case of Taiwan.

3. On Korean Income Distribution Studies.

There are two empirical studies on Korean income distribution to
date. The most widely quoted one is a study by the Institute of Social
Sciences, Chung-ang University as an EPB-[ISOM project.gg/ To this
reporter's surprise, both the interim and final reports of this project on
income distribution and consumption patterns did not contain a sound
statistical basis warranting such a wide use and recognition. As a result

of this study, two measures of income distribution for urban and rural

gector are computed as follows:gg/
Urban Rural
Gini Coefficient 0.299 0.301
Pareto Coefficient -0.085 -0.319

In addition, this study concludes that the redistributive effects of taxes
is insignificant for both the urban and rural sectors.
In reviewing the final report, there seem to be some serious

defects in :he survey and methodology. The problems in defining household


http:project.29
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to exclude single-person household and rural household without arable
land, without making a clear distinction between household and business
such as owner-restaurant and ovmer-inn, as noted by Professor Harrv T,
Oshima, are only minor ones. In contrast to Professor Oc¢hima's under-
standing, the figures in this study ace the monthly averapes of January
to March, 1966, not the monthly averages covering January, April, July
and October of 1964.21/ The sample sizes are rather small, 971 rural

and 799 urban households. The breakdown of the sanple by occupation
leaves some doubt as to the validity of the urban household sample. This
report gives a breakdown of 211 households in comrzerce, 228 househkolds

of salary and wage earners, and 15 proprietor Louscholds, which leaves
some 300 households in the urban sector unacecounted for, without any
clarification whatsoever.ég/ Furthermore, in classifying ircome fgroups
for the rural sector, income in kind is recognized and computed. HKowever,
the classification of rural income adopted in this report 1is solely based
on cash income;gé/ which leads inevitably to misclassification and incon-
sistency in deriving frequency distribution.

In contrast to our expectation the Lorenz curve for the rural
sector is found to be more inequitable than that for the urban sector.gﬁ/
This may also be attributable to the dubious composition of urban house-
holds by occupations as noted above. Underestimation of the concentration
ratio might also be due to the fact that the averages in this report are
monthly, not annual. If these figures are blotn up to represent annual
income, the relative shares of higher income classes would further in-

crease and consequently, the concentration ratio would be adversely

affected. 1In short, if the defects of this study are properly recognized,
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then its findings should not be accepted unconditionally and widely quoted,
simply to force an international comparison.

Another study on Korean income distribution is a short case
study of Korean income distribution by Irma Adelman of University of
Maryland, used in the IBRD-Sussex stujy.éé/ She does not, however, present
any measure for income disparity, but presents only the decile distribu-
tion of income by categories for 1964 and 1970. Based on an inter-temporal
comparison of the decile distributions of income for 1964 and 1970, shke
finds that "the relative distribution of income remained essentially vn-
changed during the rapid growth phase of the Korean economy" and that
"there is little question that the post World War II economic history of
South Korea resulted in a developmeat process which not only benefited
upper and middie income groups but also substantially raised the welfare
of the poorest members of society.“ég/

The data sources of Professor Adelman's work are the wage survey,
farm household income surveys, and adjusted distribution of non-agricul-
tural self-employed and property income following the IBRD comnsultant re-
port by C. Morrison. Other thun a very brief description of data sources
as noted above, the original report by the IBRD consultant was beyond
this reporter's access, given the time constraint. One iInteresting
feature of Adelman's work is that it attempts to explain the causes or
sources of relative distributive equity in Korean historical perspective,
an approach that deserves attention in a country or comparative study of
income distribution.

As we have noted, there seems to be no solid empirical study

on income distribution in Korea. The main reason for the lack of such
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studies in Korea is the inadequacy of available data on household income
surveys, a topic to which we shall turn our attention in the following

chapter.
II. AVAILABILITY AND PROBLEMS OF DATA

As compared to most developing countries, data availability
for Korea, the Philippines and Taiwan is relatively good although there
are some differences in the years of surveys and definitions and clas-
sifications being adopted in each country. In the following analysis,
an effort 1s made to follow the guidelines presented in the memorandum
prepared by Richard J. Szul of Brookings Institute.él/ However, in
writing this report, it was necessary to make some modifications.

In this section, we will first examine the availability of data
directly relevant to size distribution of income and problems with data
sources. These data are primarily household income and expenditure sur-
veys and, perhaps, population censuses containing questions on individual
or household income. Strengths, weaknesses, and gaps 1n these data will
be pointed out. We will also make some suggestions for imorovement.
Then, price and fiscal data will be examined including taxation incidence
and government expenditure data. The section on peripheral and general
data will be very brief, only attempting to evaluate the possibility of

further breakdown of size distribution of income and of consistency checks.

l. Existing Data for Constructing Size Distribution of Income

The basic data for constructing size distribution of income

are available in publications for Korea, the Philippines and Taiwan. In



19.

Korea, the Bureau of Statistics of the Economic Planning Board, since
1963 has compiled and published an annual report on the family (city)
income and expenditure and the Ministry of Agriculture and Fisheries has
conducted a farm-household economy survey since 1962. The family income
and expenditure survey has been made every five years since 1956/57 in
the Philippines by the Bureau of the Census and Statistics, Department of
Commerce and Industry. The Department of Budget, Accounting and Statistics
of the Taiwan Proviucial Government conducted a survey of family income
and cxpenditure including personal income distribution every other yecar
from 1964 to 1970 and annually since then. All of these countries have
population censuses without much useful information with regard to indi-
vidual or household income and wealth. Since they do differ in various
degrees in definitions, in survey years, in the extent of covzrage sample,
in the items and classifications, and in other aspects, we will examine

existing data for each country senarately.

A. Korea

The family income and expenditure survey by the Bureau of

Statistics [BOS]§§/

covers 32 urban areas sampled in a ratio of 1/1,200
or 1,579 households for 1972. The procedure used 1s stratified two-stage
cluster sampling. In this survey, farm and fishery households, single-~
person households, households having difficulty separating business and
household activities, and households with income exceeding 2 million won
per year are excluded from the population. Income in this survey is de-

fined as the receipts of a household from various sources such as earnings,

interest, dividend, rent, imputed rent, value of home produce, profits
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from business, gifts, assistance and rellef, and others. Therefore,
income defined for the survey differs somewhat as compared to that of
national income accounts. The published survey contains the breakdowns,
by seven income classes, by size of family, by six occupational classes
and by age groups of household head.

Since the survey by BOS covers city households angiged in
non-agricultural activities, 1t needs to be supplemented by the results
of the farm housechold economy survey by the Ministry of Agriculture and

39/

Fisheries. The survey as modified in 1961 takes as its population all
the farm househslds cultivating 1 gggbgﬁg/ or more. The procedurc used
1s stratified 3-stage random sampling and some 1,180 farm households or
0.57% of all farm households are included in the survey. Farm Income is
defined as the residual of pross income after aericultural onerating
expenses, plus income from sideline business and other sources of incame
inciuded in the city household survey. There are summary tables for
family sizes of farm houscholds, by educational backpground of family
members aad by employment status of family members with cross-classifica~
tion by area of cultivated land. Unfortunately, there is no brealkdowm by
the size of income per household. The best one can do here 1is to assume
there is a positive correlation between the size of cultivated land and
slze of income.

By combining the two surveys, namely the city household survey
and the farm household economy survey, with an assumption of a positive

relationship between cultivated land and income, it would be possible

to construct the size distribution of income. However, gome gaps seem
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to exist because of the coverages of the two surveys. First, neither of
the surveys covers non-farm households with income exceedirg 2 million won
per vear and single-person household. Secondly, ncn~farm households in
cities and townships (gg),ﬁl/ and in rurzl areas are excluded from the city
houseahold suivey. Thirdly, there are a number of small farmers, cultivating
less than 1 danbo, who arc excluded from the farm houschold economy survey,
though their relative 1mportence would be rather marpginal. These defi-
clencies in city and rural household surveys teud to result in a bias to-
ward an overreprecentation of those nearer the mean of the size distribu-
tion of inceme Ly eliminating the representation of houscholds in the two
extreme income classes. Unless supplementary surveys to bridge these

gaps are conducted, the resulting size distribution of income would be
only an approximation at best.

As for deriving data for an intertemporzl study, it would be
possible for the period after 19263. If such data become necessary for
the years before 1963, scemewhat inconsistent data are available for farm
households since 1954 and for city houscholds since 1954, with extremely
limited sazmples.

Since there 13 racial homogeneity in Koirea, an ethnilc breakdown
of income distribution holds no significance. The rural/urban classifica-
tion has already been made in the two surveys. Uithout re-cditing the
computor tapes for the farm houschold survey, repional distribution of
farm income i1s not readily available. Fven after such an effort, one
would obtain only a crude replonal distribution of non-farm incowe, since

the urban household survey includes only 32 chartered cities, excluding
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all the towns or up. Both the IBRD and Professor 0Oshima checked the
consistency of the results of these surveys and the survey by Chung-
ang University and found it to be relatively gocd.ﬁz/ However, some of
the underlying ascumptions in doing so need to be scrutinized in view

of the existing gaps stated above.

B, Philippines

Unlike the Korean household surveys, the Philippine BCS survey
of households iIncludes farm and non-farm households as its nopulation.
The sample eize is much larger than that for ¥orea, about 11,600 farm
and non-farm households or 0,13 percent of all the houscholds. The
definition of urban area 1s somewhat unique In the Philippines. It is

. 43/
defined as an arca meeting the following requirementg:—

1. In their entirety, all citizs and wunicinalities
which have a population density of at l=ast 1,000
person per lilomster, except the city of Cebu;

2. Poblaciocues or central districss of municipalities
aud cities with a ronulation donsity of at least 500

perscns ner squire kilomecer:

3. Poblaciones or ceatral district regardless of population
size, which lLave the following:

a. A street pattern;
b. At least six commercjial and industrial establishments;
¢. At least three of the following:

(1) A town hall or a church or chapel having
religious service at least once a month;

(2) A public plaza, a park or a cenetery;
(3) A market place or a building vhere trade

activities are carried on at least once
a week; and
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(4) A public building like a szhool, a hospital,
a puericulture or Lealth center or a library.

4, Barrios having at least 1,000 inhabitants which meet the

conditions in 3 and who are predomirantly in non-farming

and -fishing.
All other areas that do not meet the above requirements are considered
to be rural. It 1s only the Philippines which has such a precise
definition. In both Korea and Taiwan, the urbar/rural distinction is
based on administrative classifications. Therefore, this definitional
difference should be born in mind in future comparative studles of the
Philippines and other countries.

The definitlon of income adopted in the Philipnines survey is
also somevhat unique. In addition to income from work, income from other
sources includes profits from sales of stocks aad bonds, baci:pay and pro-
ceeds from iInsurance, net winninps from gambliag, sweepstakes er lotterles,
and inheritance during the past 12 months in cash or converted to cash
during the same period, along with othar thines normally included ia
household surveys such as pifts, support, assistance and relief, pensions
or ratirement benefits, arnd Inputed rcnts.ﬁﬂ/

The published renort contains various classifications and break-
downs of housechold income, sufficlent to construct size distributions of
income. There are fourtcen income classes. Tamilies are classified by
income class, by size of family, by urban or rural residence, by occupa-
tion, by educational background of head of household, and by region. The
report even contains the decile distribution of income in terms of relative

shares and average income for each decile class for 1961, 1965 and 1971.ﬁ§/
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The household income and expenditure surveys are availlable for
the years 1956-57, 1961, 1965 and 1971. However, the first survey for
1956-57 seems to have a significant degree of inconsistency and the latter
three bench-niark years are more extensively used in intertemporal studies
of the Philippines. Although the racial composition of the Philippines is
far more complex than in the case of Taiwan or Korea, their racial problem
1s not so acate as compared to some other Southeast Asian Countries, and
there 1s no reference to income by ethnic groups.

An anonymous member of IBRD evaluated the two survey reports for
1961 and 1965 and found them to be reliable by comparing the survey results
against natioral accournts data and other peripheral data.ié/ The con-
sistency of data could seemingly be further improved should the original
data tapes be accessible for future research effort.

Another useful information source for income distribution of
this country would be the 1968 Mational Demographic Survey jointly con-
ducted by the University of the Piiilippincs Population Institute and the
Bureau of the Census and Stcotistics. Aithough the results of this survey
are widely uced in many recent economic and demographic studies,ﬁzj it
seems that these results are not made widely available in publication
form. However, Encarnacion and others referred to and commented on the
contents and reliability of this survey.ég/ The survey covers a nation-
wide stratified random sample of 7,237 households, 5/.7 percent of which
are relatively "complete”. The questionnaire used in this survey consists

of four blocks: income, labor, fertility and social inability. Should

data of this survey be reasonably accurate, 1t would certainly broaden



the possibilities for future research on income distribution.
Unfortunately, however, the general accuracy of this survey

has been seriously challenged. Carazon Raymundo contends that the results

of a post-enumcration survey have not been examined systcmatically to date

and that initial tabulations show sizzable proportions of households with

49/

unmatched responses.~~ Besides, Encarnacion and others assert, based
on their che:zks, that income data of the National Demographic Survey could
have under-reported by about 12 percent on the average and that the major
cause 1s the undercoverage of income in kind, so that rurzl income 1is more
geriously understated than that of urban arcas.ég/ Therefore, as aptly

described by Professor Raymundo, "these incomplete results counsel caution

in the analysis of the survey results,"

C. Talwan

The Taiwanese survey of family income and expenditure secns
51/

to be the best of the three countries in many respects.= The sample

size for 1971 1is about 4,500 houscholds or 0.19% of all households. Farm
and non-farm households are grouped into 23 different income classes.
Income of households includes wages and salaries, property income inclusive
of investment income, mixed income (net operations surplus and profescion-
al income), pgifts and transfer receipts, and other miscellaneous receipts.
Farm and non-farm income is classified by the number of employed, by

family size, by age of head of household, by sex, by industry, by occupa-
tion, by repilon, and by educational background of household head.

The Taiwanese report contains three items of particular interests.

First, the number of persons employed is retabulated to show it in terms



26.

of the number of male adult unit by giving different weights to different
age groups and to sex. Secondly, the survey questionraire includes a
section asking the possession of various modern household equipment and
appliances. These data are tabulated by region and by income class.
Thirdly, tha survey report presents the decile and quintile distributions
of income and cross-section and intertemporal analysis of them for 1964,
1966, 1968 and 1970-72.22/

A roush consistency check indicates that the Talwanese data 1s
more consistent than that of the Philippines. Salaries and wages in the
housechold survey seem to be somewhat undarestimated by about 30% while
mixed incomz shows an overestimation of about 12% as compoared to national
accounts figures. As ugual, property income of the household survey is
grossly underestimated. For this reason, XKuo concludes that there is
possible underestimation of income in higher income brackets.éé/ 'It
would be possible to narrow the gap between the figures of household
su.vey and national accounts by combining the disaggregated figures of
the two. It is extrcmely difficult, however, to determine the distribu-

tion of underestimated property income.

2. Price and Wealth-Holdings Data

In all the countries within the region of this survey, there
are both consumer and wholesale price indices available which have a
considerable degree of consistency and which cover a long period of time
concurrent with the surveys of household income and expenditures.éﬁ! How-~

ever, there 1s no definite concept of "the low-end poverty' or "poverty

levels" for these countries.éé/ Given an arbitrary definition of "ghe
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low-end poverty" either in terms of the bottcm 40 percent of income

class or in terms of an absolute amount of income, an analysis for poverty
group by occunation or by income class may be carried out by relating the
data from household expenditure surveys with price data. This type of
analysis would bz a relatively easy extercise for the Philippines and for
Taiwan, but would be somewhat difficult for Korea because of the nature

of 1ts household survey.

The availability of wealth holdings data 1is very limited for
these countries. In Korea. a national wealth survey was conducted for 19C8,
which provides regional breakdown of household wealth.éﬁ/ But, there is
no readily available breakdown of housechold wealth by value of household
asset holdings. Retabulation from the computer tape is necessary to derive
this type of information. As noted in the previous section, the tabulation
of modern houschold equipment and appliances by ragion and by income class
is available in Taiwan. Assuming the list of 23 items of electrical and
other appliances as representative of household wealth holdings, an approiu-
imation of tangible wealth holdings could be computed ty applying appropri-
at2 prices for these items. Although there is currently extensive interest
in the Philippines in deriving soclal developirent indicators,éZ/ to the

knowledge of this reporter no statistics are readily available for wealth

holdings.

3. Taxation and Government Expenditure Data

Taxation statistics and government expenditure data are avail-

able for all the three countries.gg/ However, government expenditure

data for Taiwan 1s clacsified as confidential under the current political
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situation. This restriction should be noted in proposing research deal-
ing with government expenditure. The most complete set of fiscal data is
avallable for the Philippines including taxable income dataég/ which is

not available for either Korea or Taiwan. Besides, as noted earlier, there
are taxation and expenditure incidence studies for the Philippines. To
this reviewer's knowledge, no government expenditure incidence studies
exist for Koreca or Talwan at the level of sophistication of the Philip~
pines studies.

Considering the availability of taxation and government expen-
diture data for ¥orea, an attempt to estimate the magnitude of taxation
and governmant expendiiure incidence right be possible to some degree
of success. Furthermore, such an attempt may be cross-checked acainst
the transfer receipts and tax payment data from household surveys. For
Taiwan, unless it is possible to make a special arrangement with the
Taiwanese government, incidence study efforts would run into irresolvable

stumbling blocks.

4. Peripheral and General Data Sources

The fact that these three countries have national income acccunts
data of relatively high quality as compared to many other developing coun-
tries implies the availability of reasonably consistent series of peripheral
and other data, of course, with varying degrees of accuracy. Since what
is called "general data" in the guidelines for this review may fall under
"peripheral data", we will first examine the availability of "general data"

for these countries.
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Tables 5-7 represent the ‘''general data’ series available. As
noted in the tables, unavailable statistical series are techniczl manpower
surveys for the Philippines and Taiwan.

The reliability of available data in these categories differs
from one country to another. For exzmple, quality and breakduwm of property
income seems to be the best for Taiwan, certainly as comrared to cvhat of
the Philippines. 1In the case of Korea, all of the marnpower related data
exist. However, the quality and consistency of econcwmically active popula-
tion and employment data is somewhat questionable.

Turning to the availability of so-called "peripheral data',
numerous variations arc available in these countries. Particularly for
the Philippines and Taiwan, agricultural statistiecs, including crop
production and average data, and data on size of land holdirps, is abundant
and secms to be consistent.gg/ Even for the rnon-zpricultural sector, the
censuses in Talwan and the Philippines encempass all non-agricultural actlv-
it*es, unlike the Korcan mining and manufacturing census.

Even breaking the non-agricultural sector down into ‘'modern"
and''traditicnal” segments for sny given year secms to be possible for
Taiwan and the Philippines. The Philippine econonic census of 1571 has
a report on small establishments which are not covered in the ordinary
censuses of establishments with 5 employee or more.gl/ In case of Taiwan,
the industrial and commercial census does not exclude establishments
with a smaller number of employees. The Korean Bureau of Statistics
included in the 1973 census a sample of firms with less than 5 cmployees
in mining, manufacturing, and electricity, gas and water. But, the gap

in the Korean census remains, for other non-agricultural sectors.



It seems somewhat difficult, even glven with the guidelines
for this report, to assess further the availability of peripheral data
for consistency checks unless the consistency checks raquired are
specified. Therefore, I conclude with this note: should one be aiven
reasonably sufficient support for consistency checks, the quality and
availability of peripheral and general data for such a purnose is suf-
ficient, not to impair the quality of intensive country studies as far

as Korea, the Philippines and Taiwan are concerned.



Statistical Series

Table 5.

Year avallahbhle from
or Jears avails®lée

1. Manpower Related Data

2.

d.

Economiczlly Active Population
Surveys Since 1963
Enploymeni Surveys Since 1963

Tecinical Manpower Surveys
Ecucation and Training Statistics Since 1962
Wage Surveys Since 1970

Gereral Data

Sincea 1953
Since 1953

Nztional Accounts Data
i) Functional Categories

ii) Quality of Breakdown of Property

(reasonably good)
1955,1960,1966,1970

Income
Population Census
Censuses (or Surveys) of
Manufacturing 1960, 1963, 1966
Every year since 1968
Agricultural Cutput Surveys Since 1952

Input-Qutput Data 1960,1963,1966,1570

Every two years since 1967

31.

Related Data Av2ilable in Korea

Compiling Agency

Economic Planning Board, (Seoul)
Economic Planning Board
Ministry of Science

& Technology (Seoul)
Ministry of Education
Office of Labor (Seoul)

Bank of Korea (Seoul)

Economic Planning Board

Economic Planning Board
HYinistry of Agriculture
and Forestry (Seoul)
Bank of Korea
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Table 6. Related Data Available in Philippines

Year available from

Statistical Scries

OTr years availchle

Compiling Agency

1. Manpower Related Data

a. Econcaically Active Population
Survays

b. Emzloyment Surveys

¢. Technical Manpower Surveys

d. Education and Training Statistics

e. Wage Surveys

2. General Data

2. National Accounts Data

i) Functional Categories
ii) Quality and Breakdown of Property
Income

b. Population Census

¢. Census (or Surveys) of
Manufacturing

d. Agricultural Output Surveys

2e. Input-Output Data

Since 1956
Since 1956
N/A
Since 1951-52
1952

Since 1946

Since 1946
(reasonable)
1950,1960,1970
1948,1961,1967

Since 1946

1961, 1965

Rureau of the Census
and Statistics (Manila)
H

Department of Education (Manila)
Central Bank of the
Philippines (Manila)

Office of Statistical Coordi-
nation & Standards, National
Eccnoxice & Development Authority
(formerly National Economic
Council), Manila

Bureau of the Census
and Statistics

Dapartment of Agriculture

& Natural Resources (Manila)
Bureau of the Census

axd Statistics
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Table 7. Related Data Available in Taiwan

Year available from
Statistical Series or years availatie Comrpilirng Agency

1. Yanpower Related Data

a. Economically Active Population Provincial Government

Surveys Since 1963 of Tailwan (Taipei)
b. Exployment Surveys Since 1963 H/A
c. Technical Manpower Surveys N/A Department of Statistics
d. Education and Training Statistics Since 1946 Ministry of Education, (Taipei)
e. Wage Surveys Siace 1971 (2) Directcrate-General of Budget,

Accounting and Statistics [DGBAS]
2. General Data Eaccutive Yuan
a. Hational Accoumnts Data ince 1951 DGBAS, FExecutive Yuan (Taipei)
i) Functional Categories Since 1951
ii) Quality and Breakdown of
Property Income (relatively better)

b. Population Census 1956, 1966,1970 (Sample) Ceasus Office, Executive Yuan,

Iadustrial & Cemmercial Census
of Tziwan [ICCT], (Taipei)
c. Censuses (or Surveys) of

Manufzcturing 1954,1261,1966,1970 The Commission of ICCT
(under compilation)
d. Agricultural Gutput Surveys Since 1952 Bureau of Statistics, Ministry
W of Fosn. Affairs (Taipei)
e. Input-Output Data 1964 ,1966,1969,1971 Eccrnonic Planning Council,
(under ccmpilation) Excecutive Yuan (formerly

Courcil for Int'l Economic Corp.
& Dovelooment, Executive Yuan), (Tapei)

Note: @ See also, John Shih-yao Chin, The Taiwan Economy: An Irnut-Outnuvt Study, (Uovember 1968)




34,

ITI. SOME SUGGESTIONS FOR FUTURE RESEARCH

Based on this review of existing studies on income distribu-
tion and data availability, an in-depth study of any of the topics pre-
liminarily discussed at last year's Princeton workshop would be a voirth-
while project for Korea, the Philippines or Taiwan. Certainly, the
avareness of the problems of income distribution among cconomists and
policy makers in thesa countries exists and they are eagerly waiting
feasible policy recommendations to solve these problems. lHowever, as
noted by Professor Sinon Kuznets,ég/ vhen a new problem arises, we never -
have the data for it, no matter how nuch dota wve had before. In suggest-
ing the lines for future research, this theme needs to be advanced further.

1. Although there are numerous studies and quantitative mecsures
of income distribution avallable, to date no studics have
established the level of tolerable income disparity consider-
ing the differences in 1ife in urban and rural areas, educa-
ticnz1l background, number of working members of a family,
and other relevant factors. The measures for incone disparity
we are exposed to are those of averages deviating from the ideal
norm, which is non-existent in the real world. Should there be
policies introduced to remedy inequity, what will be the standard
used to evaluate the effectiveness of these policy measures?
It should not be the 45 degree line of the Lorenz diagram. There-
fore, the construction of an auxiliary Lorenz curve allowing for
an inevitable and tolerable degree of inequity due to the factors
mentioned above should precede any serious research on income

distribution.
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It seems that the concept of income adopted in all the studies
adheres to the definition of income within the framework of
national income accounts. To an individual, capital pains from
real estate or stocks does constitute a part of his "disposable"
income &s well as his earnings. It seems that a major source

of income disvarity stems from an uneven distribution of assets.
Without fully accounting for this source of income inequity,

the prcblens of income distribution will continue to exist as
long as the institution of private ownerchip exists and even to
some dogree in socialist societies. Therefore, a newv definition
of income needs to be formulated, which would be approprilate

and meaninpful at the disaggregated household level.

The coasideraticn of the problems of income distribution implies
a stride toward linking the neglected cennection between economic
growth and improvements in welfare. If this is the case, then
the provlam of income distribution should not only include in-
core inequity, but be extencded to such relevant natters as house-
wives' contributien, value of lelsure, envirorment and sanitary
considerations, public goods, unpald family workers, and other
goods and services that do not go through the channel of the
market. In this respect, the concept of net national welfare
advanced in Japan 63/ or net beneficial product proposed in the
Philippi;qsgé/ should be iIncorporated in future research efforts.
Aleo in formulating future research plans, priorities need to be
established among'various aspects of the distributive problems.

Such a formulation should, of course, fully reflect specific



36.

and particular conditions of an individual econony as well as

the generally prevailing situation in less developed countries,

Even with some unrecolved questions aforementioned and problems

assoclated in available data, there are a number of interesting

policy-oriented research that may be further exnlored in view

of the past records of these pgeographically proximate countries.

(2)

(b)

In conjunc*ion with figcal policy and income redistri-
bution, the Philippines would be an aporopriate case
since there have been some indigenous efforts to
evaluate the effects of tax policy on income redistri-
butioen. In Taiwan, as noted earlier, the limited
dccessibility of tax data would pose a serious data
problem in an effort to undertake this type of study.
Considering recent growth performances of Korea and
Talwvan, a comparative study on the relation between
industrialization and income redistribution may be
another worthuhile and feasible area of future re-
search. Both countries have vigorously pursued export
promotion policies and have damonstrated very high
rates of economic gprowth, while showing some contrasts
in their industrial structure. In addition, a few
monographs dealing with export policies of lorea
exist,éi/ which will serve as an excellent point of
departure for such a research. It would also provide
an empirical test for Kuznets' hypothesis on income

distribution in the context of recent development of



(c)

(d)

(e)
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LDC'ss. This type of study may be incorporate with

the consideration of labor policy as well.

Both policy instruments for rurval redistribution and
public works for low-end poverty would be attractive
research topics, noting the awareness of policy malers
and planners of the three countries. Howeaver, recent
emphases in these directions limit the availability of
published data and primary data gathering nceds to pro-
ceed research in these areas. Unless one is interested
in assessing short-term effects of these policy measures,
primary research effort in these areas would bear little
fruits.

Recent drastic decline in population growth rate in
Korea mav provide the possibility of conducting a case
study on population policy and income distribution.
Currently, the United Nations 1s financing an extensive
fertility survey in Korea in collaboration with the
Internationzl Statistics Institute, in which some socio-
economlc aspects are beilng questioned. However, noting
the problems in income distribution data for Korea, it
would be extremely difficult to relate the affects of
population policy to income distribution.

Distributive aspects of urban land policy would be an
interesting study, should the necessary data be available.
But, to obtain urban land prices for a specific plece or

area in any city over time would be an insurmountable task.
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Taiwan Forestry Bureau, Forestrv Statistics of Talwan, 1973;
Provincial Government of Taiwan, Taiwan Apricultural Yearbook, 1973;
and, Taiwvan Food Statisrics Rool. 1973 Talwan Surar Cornoration,
Talwan furar Statistics, 1272, (Taipei).

61/

Burcau of the Census and Statistics, Economic Census of the
Phiidppines, 1967, Vol. IX: “Suzll Fstablishments Report',
(Manila, 1973).

Simon Kuznets, "Quantitative Economic Research: Funtions
and Problems”, a lecture delivered at Korea Development Institute,
1972, (nimeopraphed,) p. 4,

— Economic Council of Japan, Measuring Net Mational Welfare of
Japan, 1973,

Develipinent academy of the Philippines, Workshop, op. cit.
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