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Abstract This study examines how the Netherlands and Denmark lowered the increase in income inequality, at a
period in time when income inequality in the world was deepening. This study investigates the level and trend of
income inequality in the Netherlands and Denmark compared to those in Korea, the United States, Germany and
Sweden. Using the method of the decomposition of changes in income inequality, this study identifies which factors
are associated with the changes in inequality in these countries. It also explores which labor market policies mitigated
inequality in these two countries. One of the major reasons for the reduction in earned income inequality in the
Netherlands is the increased participation of women in economic activity through the increase in voluntary part-time
working. In particular, the policies designed to promote equal treatment between full-time and non-regular workers
contributed to the active participation of women in part-time work. Using active labor market policies, Denmark
improved the proficiency of low skilled and low-wage workers, thereby alleviating the wage gap between high-income
and low-income workers. Based on the experiences of the Netherlands and Denmark, this study discusses policy
directions to mitigate income inequality in Korea.
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Table 1. Types of Income Inequality and Related Factors

Unit O.f Types of Ir}come Related Factors
Analysis Inequality
. . Wage Rate, Worki
Earning Inequality of age Rate (.)r ne
Hour, Working
Workers .
Individuals Period
Earning Inequality of
Empl t Rat
Working-aged People pioyment Rate
Household Structures,
Households Household lj:armng Employment Rate. of
Inequality Spouses, Assortative
Mating,

Source: B. H. Lee[3], J. Y. Chang, B. H. Lee[4], OECD[5]
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Fig. 2. Changes in Gini Coefficient of Earnings among
Working-age Populations(15-64)
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Fig. 3. Contributions of Earning Dispersion and
Employment Effects to Earning Inequality
among the Working-age Population
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Table 2. Gini Coefficient of Household Earnings and
Employment Rates

Netherlands| Denmark | Sweden | Germany uU.s.
Years 87| 04' | 87' | 04' | 81' | 05' | 84' | 04' | 96' | 04'
Gini of

Household |0.31{0.33(0.28{0.30{0.29{0.33{0.31|0.35|0.37|0.42
Earnings
Rates of
Change
Male

Employment |0.81(0.86|0.89|0.86]0.94|0.89| 0.9 {0.87|0.82|0.87
Rates
Female

Employment | 0.38 | 0.7 |0.79|0.82]0.86|0.85|0.55|0.75|0.68 | 0.74
Rates

6.2 79 16.1 14.2 14.4

Source: OECDI[5]
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Fig. 4. Female Labor Force Participation Rates for
Working-age Population(15-64)
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Fig. 5. Wage Gaps between Male and Female Workers
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Table 3. Factors Associated with Household Earning Inequality
Denmark Netherlands Sweden Germany us.
1987 2004 1987 2004 1981 2005 1984 2004 1996 2004
Gini of Household Earnings 0.28 0.302 0.307 0.326 0.285 0.331 0.309 0.353 0.367 0.42
Change Rates 7.9 6.2 16.1 142 144
Change in Male Earnings 9.1 11.4 42.9 9.6 -1.3
Top 10% 134 14.8 60 18.5 17.8
Bottom 10% -4.6 -32.7 12 -39.2 233
Family Stucture
Couples with Children under 18 55.4 49 60 53.1 55.5 478 525 45.5 53.7 50.4
Couples w/o Children under 18 243 25.5 255 29.6 215 234 31.1 31.8 22 23.1
Single Parents 6.4 8.9 45 4.8 73 9.7 43 6.9 11.5 12.7
Single/Other Types 13.9 16.6 10 12.5 15.8 19.1 12.1 15.8 12.8 13.8
Famale Employment Rates(Assortative Mating)
Husbands Earnings in the Top Decile 0.81 0.91 0.35 0.69 0.89 0.95 0.47 0.72 0.52 0.64
Husbands Earnings in the Bottom Decile 0.68 0.78 0.33 0.65 0.8 0.82 0.63 0.79 0.69 0.71
Spuses in the Same Decile 123 15.1 14.3 13.9 10.4 13.7 10.6 14.6 142 124
Spouses within (+/-1) Deciles 45.6 52.2 355 439 44 50.2 36 39.4 424 455

Source: OECD[5]
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