The Effect of Corruption on Income Inequality: Cross-Country Analysis*
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ABSTRACT

Corruption increases income inequality by reducing economic growth, the progressivity of the tax
system, the level and effectiveness of social spending, and the formation of human capital, and by
perpetuating an unequal distribution of asset ownership and unequal access to education. In this paper we
explore the possibility that differentials in corruption are causal to income inequality differences. Utilizing
61 countries in 2012, the OLS estimates suggest that ceteris paribus, corruption affects income inequality.
Classifying 61 countries into three country groups(Korea, OECD and developing country groups), the
effect of corruption on income inequality was estimated. The OLS estimates indicate that as a 10 points
reduction in corruption equivalent to Spain will decrease income inequality by 3.01 points; if the level of
corruption in Korea is equivalent to that in Spain, income inequality in Korea will be consistent with that
in the UK. In order to relieve Korea's income inequality, therefore, the policy makers should reduce
corruption through public sector efficiency improvement as well as strict detection and law enforcement.

Key words: Income Inequality, Corruption, Comparison between Korea and OECD.
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(Corruption Perception Index: CPDoll w2 =2 1008 THd o ] 6o R B o

BE=4 610 5 2192 71=F o OECD =7Fe] Hitel 669%- BTl vHAl LErs:
th o]& g=o] OECD H Bt Fil¢Fo] 55 ouarhD) g =& wAAF
70 A & (United Nations Development Program: UNDP)7} w33 2012\ %= A5 EH
SAT o9 ASUY 6w T 1791E 7ISskth ol FHet A5 EY S Alold
F(H AHAAT EATE on| gt

APATELS Fo7F A5EH G5 283 8dUdS AFHoR HoFa Q) 4
= 5%, Dincer & Gunalp(2012)+= 1981 € 1997372 (173 7171)

FEU PR I ANIARE AHEStel 2T A% Rolt ASRYS a
S001A Fol3t F(He] ke VEhim vk F AR, 199 HARS, 0g, A

[e]
A&, =ex2d34E, Adun a2 A=rPAs(year dummy)E A §, FAF

225 W (Ordinary Least Squares: OLS)2.2 FA3t A7 Rl &7t 125A0A 5
bk A5ERT FES UEdE GINAFE 03% S7Hes Sdsk vkt #=550)
ol Falge sEe A E v

| =& w7hdas oL w7k &5 58k
61 )

Hh o] Huang(2012)-> 199558 20107k (161 7] %F

Alob, A&, k=, ZeolAlol, dejd) A7EE divh He, HEY S dSddeR g
HEAEE AFEEFY] the panel vector error correction model(PVECM)S F743F Az
oo W3t GINIAGE 83 25585 Wsltd 5(-)9 & Uehliar At
frostAl Fas EOEIT-T’— ATHp #6=0.240).

Faj o] FaAde]l FAHE W2 2 AFolM = AddA A2HE EYE AmTHol
7Fs3 20129 % 617) H7FES BSgdo g ko] Hujeo] #HAl(differentials)’t A5 %
B52] ztol(differences)ol ¥<lo] H=A&5 HABs o Holrt 6170 =75 30 =
b (=2 OECD =7k 18] W Ed=7ka) o2 E7ste] =3 OECD =7}
T A5ERTY B AEE v - BAIGIIIN Ut eR BRI olfE &
S]] F7F AgE o Q7] wiwoltt.

D TAFBAEA7IF= FHE A o)ds gk F
private benefits) .2 AHolstm Yrt. ZAFHA
QE"E‘ 10;(‘:[4 U\l—@_@_i 7@1'/7‘:7]' %%:F% OEHZJI = 1= I 3T o
I #AAEG. B AFoME FAHY HeEsE 95 o] FAHAEE 05FFH 1002z
HEAI T, FAEs o8 SyA<Q 314]7] Eo] dukdy gl H A 1
I AARTATFES AUE AERAE S AEdEnh meA e s oy
G oAmEdRs Fa% wr ogd W Qo Aoe Fad acdoz dudd
(Goudie & Stasavage, 1997).

2) United Nations Global Compact(TranSparency and Anti-Corruption, 2012)+= A <7} 3
Ak WA A BAT TR APARL BT,

3) i—‘—:rﬁﬂEEQ HER 83 2+ GINIATE Hd A QoA gFolnz FHAFY ¥sE
& mHs ot g SITha orel#l SITHFAE, 200D, Webd 2 Aot A5
T2
1(<!

=

Frb owd Zgske] wEabE el
2 :‘,:%o] Ll O (xJEﬂ"\Zo] =0
o

=

AT "44 UNDP (2013)7} 2t=3 7HAAEZ2AIE EUE 3 2584 EdF
o wet =AZH H 2 AN A F) 2E5EXFE AFE-3H(inequality-adjusted for income
index).
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I HGupta <, 2002; Dincer & Gunalp, 2012; Rahayu & Widodo, 2012).
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Y1=Bo+BICPL+BoCPLD, + ByK + BiED + BsGSPEND 1+ BgY + BPOLITICS /+ BsP,+ BENERGY e,
(2)

2. =1t OECD =Ji= Hlw

2 Ao A5EFSd g Fao avE FAS AA=E5FYH A0S 617
Z7t2 37 (3R, OECD 7, e eaarsid)oz HBEsle]l &3t3 OECD
I7hre] A5ERESH Fujo] A& vasty] fste] Fx2UAAS e 2ol A
7 3 tH(Wooldridge, 2000).

YI=¥0+¥1CPL#D1+yoCPL#DotysCPL#Ds e, (3)
o714 Dj(=1,23)= 37 S7ke UEd= oldRisoltt. 203 DI
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2 353 OECDZ7HES 002 UEdth g =7kt gigk ol ¢
Ade 4d y0ol 3 2ok weba @3 OECD w7hae] 45295
ol < A

=
F45 98t ada v edd £AE dAsh7] 9fste] dede FA

. A=
2 AR E ReagdHo] 73k 201249 % 617 2SS BEAgAde R sy} =+
7He BEA9 a9 2 ALEE ) JfelFEoAE AlZE 4 e Axo g Fag
o] AAE AHEstE & A= G-l AUrh(Auster 9, 1969).

ESs] o ZICH 3t
B4 - A -
(EA) (E=HEI) (Z A3
ArEEHEXNS
YI1) = . 52.592 79.700
(UNDP, International Human Development (17.892) (13.700)
Reports)
CPI2) SIHIAE 49.803 90.000
(Transparency International) (19.992) (19.000)
Y3) 20HE HIOIK=E 298t 101E MdEAS 19.795 66.960
(UNDP, Human Development Report) (16.040) (545)
Ka4) GDP UiHl &sXt2dd 23.109 48.315
(The World Bank) (6.103) (10.276)
ED5) 47 Jlu=sHst 13.997 19.600
((UNDP, Human Development Report) (2.565) (8.200)
GSPENDS) GDP Uil E2X& 37.049 58.352
(IMF) (10.940) (18.484)
POLITICS7) PSDNRSIPSPNES 2.542 3.880
(World Bank, Worldwide Governance Indicators) (0.860) (0.450)
P8) o2t AHIKEI ASE2 4.917 21.271
(World Bank) (4.411) (0.556)
ENERGY9) A5 SHob WXl AHare 167.361 2432.505
(World Bank, World Development Indicators) (420.560) (0.275)
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Notes:l). E4EEE 0FH 10002 HIANAS. A7 5555 JUdo=2 AS5EHSEI}
w2 AEE ov)gh
2). 100-F-3) X|<=(Corruption Perception Index). WetA HF7t =S-2 Aoz Hij
TFo] e AHE onE
3). &9l= g Ay <.
4)6)8). T %%.
5. ¥ = ¥4
7). SRAEE 0FH 10082 WHIANFS A7t 55575 dUZoz G gEo
HE HEHE grsh
9). @2l WRFHE(1000kt)
A5z 57 vElle BE WEEe 40 BelE Ad Ax5d 108 Fatol
1004 v ez st 25EHTENDE 10058 oz A7t o555 o
BRIl Ge AU ovat RalARCPDE 1008 BHoE A5

o
AEK)2 FUHFFAeL LA gh(Bulletin of World Health
Organization, 2008). 2 <A75-¢ o] GDP tjv] AFA| &9 v &S JHEFEE SAHS)
7] 98 7b ol A8t} (Grossman, 1988).

Aol Abg3 AX A bAAF=(POLITICS) = Z 23 g BAE ¥3Hs
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2383 k=4 (double natural logarithmic)® 3 1231 HFZ=21A o) 5= (semi-natural
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<H 2> ZHAEY ZAL 8 EE

Bl PSP 23 jSale=pS!
K-S N
(p 80)1) (Skewness)?2) (p 85)3)
M HO XHEH 0.265 HO XHEH
(0.298) (0.520)
CPI HO XHEH 0.5983 HO XHEH
(0.134) (0.520)
Y HO XH & 0.692 HO XH &
(0.222) (0.700)
K HO XHEH 1.427 HO XHEH
(0.119) (0.246)
ED HO XHEH 0.366 HO XHEH
(0.790) (0.053)
GSPEND HO XHEH 0.071 HO XHEH
(0.482) (0.367)
POLITICS HO &4 0.362 HO &4
(0.757) (0.697)
P HO XHEH 2.174 HO XHEH
(0.012) (0.697)
ENERGY HO JI= 4.225 HO XHEH
(0.000) (0.517)

1) Kolmogorov-Smirnov HAZZ274. AF7H(HO): AHw2. 7HAAGANA e 1%
9. =714 A7 "HO Mg’ "HO 7148 = /S 9ugh
2) Adigk4.
3) HO: &40 #ZAE] 729 2 395 7€ 7HEAAANAN FY5FS 1%, 2

ek

<% 2>°] A|AF Kolmogorov-Smirnov AAZAI} Xf A oyx] Ak
(ENERGY)S A3t ZE WEEo] Ay AMES & 4 Jth(Black, 2001). ©]
& A7) skl ¢ E(skewness)E FA4T A¥dE X goh g AGun)dd A
7 ENERGYRIFE X33 BE HPoA] A&l #5A]7h

T AT, 2010).

rO

wgol es Hel

<H 3> H4E AH0I9 Pearson Af2tHS =EF1)

CPI2I Y EDRL Y GSPEND2H Y
0.868 0.852 0.635
(0.000) (0.000) (0.000)
F 1) (O] FAE p @Y. e FSAY AT AL 0015FNA FoIFHS e,
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<3 3>olA 3719 WM4ES(CPI9F ED 2 GSPEND)9] Zt7zby} Y Alo]e] Pearson’d#h
A% A7 08687 0852 2 06352 FEAY A §954F a=1%AA 287
UEeSt ol WHeE Alole] ZFgt M A A(linear association)”} E=A3HS AlAFgETE
wpelA] thE A A (multicollinearity) @] 7FeAd S 39 sl7] 98te] YHSE Fx2wA4g2

(D @2)ell A A& gkt
N =7bEE g5 Zo] &Rt =S A¢d OECDE 257 =7ts= 43t
Ak A=A IS Faryt 2570 OECD =72 A9 3k 357 I7hE2 A H 3
ot} 3 IR BT =
2o HEol <RF >0 B

3| AE 6170 e ARE Ful7F A5EH S uA= GFS AFAHA G
Ko g A Hrlslr|ols B=9 Frf 2EEA 2SS oAl dt. Maddala(1992)
= dSA e X2 RV AEFE FY5TS =4 24 ok s A g s
L3 Lewis 91(1990)= 5443 g el Ay s|AASG] xF:eaeE AT
A A&t webd S FAAFY FA4E t BARS FH5A5] AAES Ay o] A
W o] g thik W= £ A HEE ofdS & 5 th(Leamer, 1978). o] &
AR &t AgE AR o} 3 FE5AA Al FAFTE 10%7HA] =4 2A
A=

52 = =3 4 I Wooldridge, 2000). 3] 7] A
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0.822
0.775
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0.748

0.819
0.773
0.831
0.746
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0.821
0.777
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<HE 5> PEo MeE 24F: OLS 1)
51544 - oW (F:E;E)Tz o2 A
(1)-(1) 43.729%x% 1.855 0.121 X2(7)=4.636
(1)-(2) 51.878x%% 1.837 0.090 X2(6)=4.209
(2)-(1) 37.818xxx 1.850 0.123 X2(8)=5.429
(2)-(2) 43.966%+* 1.832 0.094 Xx2(7)=4.819

F1). F AAANA sl FoFE a=1%04 o3 UEbd. DW. AA A SHHFY 7}
7€ W FY4FE a=6%ol A dU=1.850%. Al4tE D.W.gke]l dUst 4-dU Alelo] Qo =
713 A= o] glthe AF7HEHOS 7148 o+ §ls. RESET2 HAAANA tgh2 Hdigk
. AL Beggs(1983) #=x. T4 A x208)3F x2(1)F x2(6)2] 9% YA =
77y 20.099F 1848 % 16819, AA A2 Breusch &Pagan(1979) #=.

X 6>ed a5Edsd g FREAA)SE FA d9E Ryt =449 4
2 HAWMSE A9 ¢ GAA 37 EA (stepwise regression)= Al =3 3] ]2
(D-@2)eF (2)-2)7F FAAD)-(DH 2)-(DHET 3]AHde FFF4 2 (Standard Error
of Estimates: SEE)7} B% YA deEbwch weba FA2(D)-2)9 (2)-(2)5 A4k
t}4)

s = LAS2EHS(YI)
(Mm-0) (M-(2) (2)-(1) (2)-(2)
InCPI 14.115 13.658 14.147 13.691
(3.741)%%x (3.381)%*x (3.765)xxx (3.403)**x
INCPI+D1 ) . 1.162 1.162
(2.029) (2.011)
InK 5.166 4.836 4.704 4.374
(4.736) (4.565) (4.834) (4.662)
InED 41.170 40.800 39.661 39.291
(8.139)x*= (7.975)xx= (8.604)xx= (8.439)xx=
4) B =& 353 University of Queensland®] John Mangan®@ 25 E AT At A X
A AL L2E5EHS 9IS FA] EE Aoz eyt ol Fuof AHXFH oA
Alol o] Pearson A#AI2] kol 07372 =A YEelY s34 EAE oA A 7] o
Tog Foldy, ¥y w2 AdgAT 2 AAUF EHHET,E £A5EHGTES US
ABtA7]+= Ao ® YElW Y. o & 59, Diaz(2005)= 1990 -5 2000 7-A] WA = 2]
327015(32 Federal Entities)oll 3l sjl@x 828 E nAEZHNRHE S F43 A3 ZX7}
BT E GINIAITE 543 25EHT2 A8 S Tt FAF 3.23).



=2 A = AS2HS(YI)
(1)-(1) (1)-(2) (2)-(1) (2)-(2)
InGSPEND 9.116 8.830 9.844 9.558
(3.890)** (3.736) %+ (4.116)%x (3.965) %+
InPOLITICS | ~1.006 ) ~1.005 B
(3.387) (3.409)
InP ~4.470 -4.388 ~4.484 ~4.402
(1.620) %%+ (1.583) %%+ (1.631) %%+ (1.593) %%+
INENERGY 0.997 1.061 1.026 1.090
(0.564)* (0.517) % (0.570)* (0.523) %
yag ~154.535 ~150.947 ~152.020 ~148.434
(29.326)%x+ (26.496)*++ (29.839)*** (27.014) %%
R2 0.852 0.852 0.853 0.853
~20H5
zrERad Chow t=0.573 Chow t=0.578
=< - - 2BF(1,  52)= | ZBF(1, 53)=
37.818xxx 43.966%+
SEE 7.313 7.251 7.360 7.297

D ()9 A= FAHE AASFY BZOAQ. sk, ¢ 2 x= FZ2AA A} ZHz} 001,
0.05 ¥ 0105l A o she YERd.

Fil= A= Mg 5 B a7bdA FS5HA 29 fFolas a=1% Tl
A EARSE ol o EE HoFa Jed ol FIgso] HASH AS5E
HS5 % 7HAasHe AAbeth o83k FAHZA = You & Khagram(2005)9F Gupta €]

5t
(2002)¢] A=E4 Al A3}t You & Khagrameo] 19961 H-E 20023 74 1027)

Tl e ALARE AGdte] OLSE FAE Aste Yl 1EFBA Fastd &
SEHTS 044594 fAsks Ao s YELT B3 Gupta €17F 1980 F-H 1997
WA ATl e HAARE Agetel OLSE 4% AFE Pk | EFAR
Z7hRCPLEE 1008946 2524 F74HH) GINDIGE 1EEA% F7h5he Ao

2 YeEETHESE Dincer & Gunalp, 2012).
b g8 W 7Rl GDP tiH] FAEPFAL LS AS5EHG TS 74 e A=
=

AE AT vkl Gupta ¢](2002)7F 1980 F-E] 1997 d7kA] 387 =50 thgk I =}

= SR
g Abgstel OLSE F4@ 4% GDP o] AR Ao F715d GINAFE e
AEERRES P4 WAL ¥ AT F4AvE B3Ae) Fb FREA @
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