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Abstract

The Effects of EITC and Minimum Wage on
Household Income Distribution

Sangwha Shin, Moon Jung Kim

Recently, South Korea is experiencing significant changes in the two
different policies: Minimum Wages and Eamed Income Tax Credit (EITC),
From 2017 to 2019, the Minimum Wage has increased by 29%, from 6,470
won to 8,350 won. The government also dramatically relaxed requirements
to qualify for EITC. Both policy changes were introduced to ease
household income polarization,

In this study, we compare the effects of the two policy changes.
Specifically, we simulate how the household income polarization changes
using household panel data, The results indicate that changes in the EITC
scheme is more powerful tools to reduce the household income
polarization. We also check whether the rate of application for EITC
varies by regional characteristics. Unlike previous studies using data from
United State, in South Korea the extent to which the rate of application

for EITC varies depending on the reginal characteristics is limited.
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