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<Abstract>

Redistribution Effects of Taxes
Lifetime Tax Approach

Joonook Choi, Woochul Kim Myungho Park

This study investigates the redistributive effects of income tax in
a lifetime context. It identified main factors that make the
distribution of lifetime income different from that of annual income,
and analyzed how each factor works in making the difference. The
empirical analysis and simulations are based on the Labor Panel Data
by KLI (Korea Labor Institute). The study also tried to identify
possible distortion that progressive income based on annul income
taxation can cause in the lifetime context, and included some policy
debate on the choice of tax system.

The result of the study shows that the distribution of lifetime
income is far less unequal than that of annual income, and the
redistributive effects of income tax in the lifetime income is far
smaller than that in the annual income. The reason is that the
income of a person shows some variation over time. The results of
analysis show not only the inverse- U shaped pattern in the
age-income profile but also temporary changes in income is an
important factor in making the redistrivutive effects of taxes in the

lifetime different from that of annaul income.
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