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[Abstract]

A Study on the Contributions of National Pension Scheme to
Life—time Income Redistribution based on using Gini
Decomposition

Sung Ho Kang-Jun Young Kim

This paper analyses life—time income redistribution effect of National Pension
Scheme(NPS) by using Within(WGC) and Between Gini Coefficient(BGC) in Gini
Decomposition Method.

The main results of this research are summarized as followings: firstly, our empirical
findings show that WGC is getting higher when life—time income increases regardless of
applying NPS. It also identified that the effect of WGC on the reducement of Gini
coefficient is not significant since it took only 2.6% of total reducement of Gini coefficient
in case of applying NPS.

Secondly, our empirical evidence indicates that BGC is increased as the income of
comparative group (group j) is higher than that of reference group (group i) regardless of
applying NPS. And the reducement rate of Gini Coefficient in case of applying NPS took
97.4% in total reducement.

Our study concludes that the improved redistribution effect by NPS is attributable to
the effect of BGC. This results imply that high income class contributes to the
improvement of income redistribution in case of applying NPS, and it is needed to
enhance the public pension scheme(such as NPS) when the society has higher income
gap.

Keyword : Gini Decomposition, within/between Gini Coefficient, life—time Income,
income classification
JEL Code : D3, HS8, I3



