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“We need to think about the meaning of genuine communication. ...”
President Park Geun-hye”

Domestic appraisal of President Park Geun-hye’s first year has largely focused on her
ability to engage and communicate with the general public.’ In fact, the “meaning of
genuine communication” has become so central to her administration’s policy that she
announced an initiative to disclose more information (i.e. 100 million government
document files) than ever before only four months into her presidency. The scale and
scope of this undertaking, also referred to as “Gov 3.0,” is certainly ambitious; howev-
er, the key to the success of this policy rests on the administration’s ability to translate
complex bureaucracy speak to average voter language. This is perhaps nowhere better

illustrated than in the area of fiscal policymaking.
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The Korean National Assembly began the New Year with the approval of a budget
for 2014 amounting to KRW355.8 trillion, which is KRW1.9 trillion lower than the
amount requested by the administration yet 2 percent higher than that of the previous
year. While leading economic forecasts suggest greener outlook for the Korean economy
in 2014-2015 with projected growth at about 3.4-3.8 percent (up from 2.4-2.8 per-
cent for 2013), an expected rise in the deficit for the coming year at about 2 percent
of GDP coupled with mounting private and public debt have somewhat hindered
President Park Geun-hye’s ability to deliver on her promise of expanded social welfare
(+KRW130 trillion or US$121 billion) without introduction of new taxes.* Cracks are
already beginning to show in the administration’s fiscal plan with the recent passage
of the Tax Revision Act of 2013, which seeks to impose a heavier burden on the high

income earners (more than KRW70 million per year) and large corporations.
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The administration could have softened the blow from the disappointment of a bro-
ken campaign promise with effective communication and better information sharing.
We base this claim on our most recent poll results,” which show that the general Ko-
rean public, similar to that of other advanced democracies (i.e. the US, Australia, Eu-
rope), tends to prefer a combination of higher spending and lower tax. The evidence
also suggests that this orientation is driven in part by the perceived underestimation
of gains from government services as well as a lack of adequate understanding about
the cost that the government incurs in providing these goods. Better informed public
would not only have better coped with the fiscal realities but even hinted a more op-

timal spending priority for the coming year.
Survey Says

General wisdom about government taxation and spending is that the public always
prefers more for less if and when they are asked to voice their opinion.® Korea is not an
exception to this rule. Our most recent survey, for instance, shows that an overwhelm-
ing majority of the respondents (84.5%) see their individual tax burden as being
excessive or just about right with more than half of this group (45.1%) thinking that
it is excessive (See Figure 1). Those in their peak earning years (30s and 40s) are most
likely to say that their tax rate is high (56%). Women are also more likely than men to
perceive a higher tax burden. We also found some interesting disparities across differ-
ent regions. For instance, people residing in Inchon/Kyung-Gi-Do (51%), Kwangju/

— Jeolla-Do (47.6%), and Daejon/Choong-Chung-Do (46.3%) are more likely to say

that their tax is high in comparison to those in Seoul (42.5%).

As a follow up, we also asked the respondents to tell us what they think is an appro-
priate level of taxation. 23 percent responded less than 6 percent of total income
and 26 percent saying anywhere between 6 percent and less than 15 percent of their
income (See Figure 2). Our calculation of the average desired tax rate for the full
sampled respondents came out to be about 11 percent. Interestingly, those earning
less than or equal to KRW3 million per month generally preferred a tax rate below
6 percent while those in the middle (greater than KRW3 to 5 million per month) to
high (greater than KRW5 million) earning categories were more tolerant of a rate in
the range of 6-15 percent. Not surprisingly, self-employed, homestay, and blue collar
workers favored a rate of less than 6 percent while those unemployed or in agriculture

and white collar sectors were more tolerant of a higher rate of 6-15 percent. Finally,
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Figure 1. Korean Public Attitude on Taxation

What do you think about the amount of tax you pay?
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similar to the findings from the previous question, men tended to prefer (32.1%) the
higher rate of 6-15 percent while more women (23.5%) favored the lower percentage

of less than 6 percent.

When compared to the actual tax schedule, these expectations about the maximum
rate of taxation is somewhat removed from reality. Korea maintains a progressive tax
schedule.” Based on the latest data from the Korean Statistical Information Service,
the average annual household income is about KRW46.8 million which would make
the average tax rate to be 25 percent. Note that this is much higher than the surveyed
acceptable rate of 6-15 percent.
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Figure 2. Korean Public on Maximum Tax Rate

What is the maximum percentage of a person’s income that should go to taxes?
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Demand for lower tax is hardly unique to South Korea. A similar set of questions in
the United States has yielded results that are similar to what we found in South Ko-

— rea. For instance, when asked about the most favored range of maximum taxation in

04

the US, respondents consistently answered 10-19 percent (See Figure 3). Like Korea,
this figure is much lower than the actual US national average of about 28.2 percent.
When asked about the people’s opinion on the amount of federal income tax, over 90
percent of the people consistently responded that their tax is too high or just about
right (See Figure 4).

When questions are framed to point out the “price effects” by having the respondents
choose whether they prefer higher taxes and increased spending or lower taxes and
decreased spending, the response pattern favor neither of these options as in Europe.
It is striking that this trend is prominent in Europe where taxation and government
spending has generally been larger than in the US (See Figure 5).

If the respondents are pushed to choose between high and low tax/spending (with-
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Figure 3. Maximum Tax Rate in the US

What is the maximum percentage of a person’s income that should go to taxes — that is, all taxes, state, federal, and local?
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Source: Harris Interactive and Tax Foundation (2009)

Figure 4. Attitudes on Income Tax in the US, 1947-2013
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Figure 5. Taxation and Spending in Europe, 2008

Many social benefits and service are paid for by taxes. If the government had to choose between increasing taxes and spending

more on social benefits and services, or decreasing taxes and spending less on social benefits and services, which should they do?
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out the status quo option), they seem to prefer the latter as in Australia.® When we
posed a similar choice in South Korea, we attained a response that corresponds to the
above patterns with about 52 percent responding that they are not willing to tolerate
additional tax to fund social welfare.” What is striking about the comparative finding
is that public opinion toward taxation and government spending has remained quite

stable over time and universal across different societal settings.
What the Public Thinks They Got

Obviously, the finding we have discussed above does not necessarily imply tolerance
for lower spending. Take for instance our questions on the public’s perception of
government spending in various areas (See Figure 6). There are two important take
away points with regards to this data. First, a significant number of respondents do
not seem to know enough about various areas of spending to express a strong opinion
about them. Secondly, of those that did express an opinion, most thought that the
government spending in all areas, except for culture and sports, were inadequate. It is
important to note that these feelings do not seem sensitive to the level of spending in

each category (See Figure 7).
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Figure 6. Attitudes Toward Spending by Category
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If we delve more deeply into the specific subcategories, males, under 60s, as well
as secondary and post-secondary educated respondents generally tended to perceive
government spending in each area as lacking. With exception to national security and
defense, progressives were more likely than moderates or conservatives to answer that
government spending in each area is small. Also, respondents affiliated with a party
other than that of the president tended to think that government spending is inade-

quate (again with exception to national security and defense).

Figure 7. Total Outlay in South Korea, 2012
(in million KRW)
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Finally, when we asked the respondents to broadly calculate the amount of public
goods received over the past year, 49 percent responded less than KRW2.5 million,
which is roughly equivalent to US$2,350. 10.2 percent responded that they thought
they received between KRW2.5 million and KRW5 million. This is a gross under-
estimation when we match this figure to the total spending in 2012, which is about
KRW27.5 trillion. Per capita spending is about KRW5.5 million, which means that
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the majority of the respondents think that they received less public goods than the

government actually doled out.
Following the Money Trail—What the Public Doesn’t Know

While studies have shown that there may be numerous demographic (i.e. income and
gender) and framing effects that could be at play when it comes to public opinion

10 one factor that seems to be driving the attitudinal disposition for less

on taxation,
taxation and spending in our study seems to be lack of adequate understanding about
the governments budget. When we asked the respondents to comment as to what
they thought about the government’s budget, a significant share (40-50% or more at

times) answered that they did not know enough about this subject to have an opinion
(See Figure 8).

Figure 8. Attitudes Toward Budget by Category
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Implications

Few people would express disinterest in the government announcement to raise or
lower spending (and/or tax). Yet, what our finding suggests is that the general public
is largely uninformed or even misinformed about the government’s fiscal standing
and spending priorities. One way to address this problem is by looking for ways to
raise civic awareness and participation through better information management and

dissemination.!" An area of possible improvement is in the integration of technology
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and governance. Certainly, South Korea ranks high (if not highest) in terms of tech-
nological readiness and penetration of e-Governance.'* What is required is not simply
wider penetration but a more effective and innovative integration of technology to
raise transparency and participation. In this regard, the administration’s announce-
ment of the Government 3.0 Vision Declaration and the revision of the Public Data Act
as well as the Act on the Disclosure of Information by Public Institution are steps in
the right direction.'® But there is still much work left in effectively implementing the
Gov 3.0 initiative. If realized, an integration of a more personalized smart-web tech-
nology would prove useful in informing the public about various government services
and what it costs to provide them. Secondly, the government may also want to explore
whether it should consider reprioritizing its spending activities so as to better reflect
public concerns. For instance, spending on culture and sports can be reduced in favor
of higher spending in areas such as science and technology, energy, or even environ-
ment. Finally, the administration may also be better served by thinking about ways of
improving the quality of its services without taking on increased costs. For instance,
the government may consider conducting a systematic review of its current services
to raise customer satisfaction. Some benchmarking for the quality of public service
and continual feedback and discussion with the local community organizations could
assist the officials in not only raising the overall appreciation for their work but pro-

viding better justification for their spending.
Conclusion

Expansion of social spending without tax increase is a difficult proposition. The idea
may be soothing to the ears but simple arithmetic teaches us that a rise in spending
will require a proportional increase in revenue unless there is a phenomenal upturn in
the economy and/or the government is willing to take on more debt. The last option
is likely to face some stiff opposition in the National Assembly as the administration
was only able to gain a moderate increase in central government spending for the com-
ing year due to a slight increase in public debt from 36.2 percent of GDP in 2012 to
36.5 percent in 2013. Instead of simply looking for ways to expand spending, what
we recommend is a focus on transparency, better information sharing, and quality

control.

At the end of the day, democratic governance is a dialectic process. Better integration

of technology in information sharing can most certainly help but the process requires



THE ASAN INSTITUTE FOR POLICY STUDIES

something more. The public must also be a wiling participant in understanding how
resources are being utilized and what they can do to better contribute towards the
greater good of the society as a whole. Communication with an informed public is
an essential ingredient to this mix. In this regard, the Park administration is correct
in its search for genuine communication. But effective communication begins at the
top. As one renowned White House speechwriter James Humes once noted, “the art

of communication is the language of leadership.”

The views expressed herein do not necessarily reflect the views of the Asan Institute for Policy Studies.
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