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(March 13, 2020 blog post)
“Financial planners tell people to have six
months of living expenses in an emergency
fund. Sadly, many people do not.
Considering the difficulty of identifying the
truly needy and the problems inherent in
trying to do so, sending every American a
$1000 check ASAP would be a good start.”
- Gregory Mankiw (Novel Prize Winner in
Economics) -

Summary
Much discussion about 'disaster-related basic income' has been prompted as a subject
of controversy after payment of such income was requested through National Petition to
the Blue House on February 22, 2020. Gyungsu Kim, governor of Gyeongnam province
has appealed to provide 1 million won per person (requiring approximately 51 trillion won
in finance), to retrieve the fund from high-income earners at the time of tax payment.
Moreover he insisted on giving the income in local currency to help local small businesses
and the self-employed. Followed at intervals of time by such controversy, Donald
Trump, President of the United States, announced that he would unconditionally pay
$1,000 per capita (approximately 1.2 million won) to all Americans (excluding some
high-income earners). Winners of the Nobel Prize in Economics, such as Stiglitz,
Mankiw, and Krugman, have advocated direct support policies such as a basic income.
As COVID-19 spreads and generates economic crises all over the world, the resulting
damage is expected to occur not only domestically but also globally. Therefore, around
the world hundreds to thousands of trillion won have been budgeted for the purpose of
economic stimulation, and direct income support policies are being actively implemented.
Even in Korea financial support of 100 trillion won has been mentioned recently, in
addition to a revised supplementary budget of 11.7 trillion won. Recent polls indicate a
supportive response to the idea of disaster-related basic income (Realmeter: 48.6% in
favor, 34.3% in opposition; K-Stat Research: 78% “needed”; Korea Research
International: 69.5% in favor, 26.4% in opposition).
There are many issues related to the disaster-related basic income. First, whether it
should be provided to the entire nation or only to the vulnerable; second, whether the
payment should be in the form of tax reduction or cash provision; third, which is the
better form of payment between cash and local currency; fourth and the last, whether
deficit financing can be allowed in terms of financial capacity. It could be suggested that
the answer to these questions lies in a combination of income provision to the entire
nation, cash payments in the form of local currency, and tax-based financing. Many
countries around the world are announcing tremendous support measures day by day. We
likewise need to take the initiative.
Due to COVID-19, the Korean economy is likely to face the worst downturn since the
2008 global financial crisis. In this unprecedented crisis, a national special basic income,
or ‘local currency disaster-related basic income’, is likely to come into effect. It is
important to pay a sufficient amount of more than 1 million won to all citizens in the form
of 200,000 to 500,000 won per month in local currency for 2 to 5 months. This not only
provides livelihood support for the poor and the middle class, but also promotes sales in
the market and circulation of money for small business owners and self-employed
workers. In principle, the cash is provided to take care of credit card bills, monthly rent,
and tax, etc., which are a burden for most common people. To overcome the current
crisis, it is also necessary to prescribe multiple policies, and the financial burden needs
to be shared between central government and local governments. As far as circumstances
allow, local governments may choose to run a small amount of disaster-related basic
income before the central government takes over and covers every part of it.
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Ⅰ. Emergence of the Disaster-Related Basic Income with
the Spread of COVID-19
‘Disaster-related basic income’: a countermeasure
economic disaster caused by the spread of COVID-19

against

the

 As COVID-19 raises concerns about the economic crisis, a number of appeals to
provide a 'disaster-related basic income' have been voiced.
○ Since SOCAR CEO Lee Jae-Woong requested payment of a disaster-related basic
income by national petition (February 22nd) to the Blue House, discussion on a
disaster-related basic income has been sparked.
- Subsequently, Hwang Kyo-Ahn (chief of the United Future Party), Basic Income
Party, Transition Korea, and Basic Income Korea Network, etc. also urged the
government to pay a disaster-related basic income.
- As opposing opinions emerged regarding payment of a disaster-related basic
income, the issue has become even more controversial.

<Major Comments on Implementation of a Disaster-Related Basic Income>
Major Comments

Lee Jae-Woong
(SOCAR CEO)

Positive

“We need a policy to support the incomes of more people on the fringe
of society and those who are struggling there. Providing a
disaster-related basic income of 500,000 won for 10 million people adds
up to 5 trillion, and for 20 million people to 10 trillion won. Preparing a
supplementary budget of 20 trillion won will result in 10 trillion won
being used most effectively. ”

Yong Hye-In
(Chief of Basic
Income Party)

Positive

“Let us give 10 days of rest from work and a temporary basic income
of 300,000 won to people, with a revised supplementary budget of 15
trillion won.”

Positive

“A disaster-related basic income is in line with basic income. We urge
the introduction of an emergency disaster-related basic income, to
provide 300,000 won per month for two months to 14 million people,
including 6.5 million non-wage workers such as self-employed workers,
freelancers, and home workers, and 7.5 million temporary employees.”

Lee Won-Jae
(Chief of
Transition Korea)
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Positive

“There is a need for drastic measures such as a disaster-related basic
income. It is necessary to awaken the desire for investment,
consumption, and employment by temporarily easing regulations. If
necessary, I will promptly draw up a bill. ”

Negative

“In short, it is the distribution of cash for the April 15 general election,
and the epitome of populism”, “The basic income is a proven failure; it
was already dismissed in Finland after one year and rejected by a
referendum in Switzerland.”

Lee Jun-Seok
(Senior Member of
United Future Party)

Negative

“51 trillion won is enough money to build three Gyeongbu Expressways”, “It is
difficult to raise financial resources due to a support plan already underway
to pay 24 trillion won in cash to the vulnerable and a current 30 trillion won
SOC project”, “It is unrealistic to suddenly raise funds close to 50 trillion won
in Korea, with tax revenue of 70 trillion won from additional tax and 70
trillion won from corporate tax.”

Yoon Jae-Gwan
(Deputy Spokesman
for the Blue House)

Negative

“The government is not considering a disaster-related basic income.
However, we understand why the proposal is being made.”

Negative

“It's a very difficult option to choose due to government financial
conditions.”

Negative

”The revised supplementary budget is a short-term stimulus policy. Basic
income violates all three principles of short-term fiscal policy: timeliness,
specificity, and temporariness. No country has ever done this on a
national level“, “There is no specificity as a substitute for the basic
social security system, not for any particular class”, “Once introduced, it
becomes permanent and cannot be reversed”, "If it is not a concept of
basic income that is advocated, but actually an emergency life security
allowance, the terms should be clearly defined to begin with."

Hwang Kyo-Ahn
(Chief of United
Future Party

Shim Jae-Cheol
(Floor Leader of
United Future Party)

Hong Nam-Ki
(Minister of

Economy and
Finance)

Kim Sang-Jo
(Senior Presidential
Secretary for
Policy Planning)

Source: Reorganization of “Lee Jae-Woong Asks the Blue House for ‘Disaster-Related Basic Income of KRW
500,000’...Hwang and Lee Agree”, Joongang Daily (March 7, 2020)

○ Gyeongnam governor Kim Kyung-Soo proposed disaster-related basic income support
for all citizens (March 8), and Gyeonggi governor Lee Jae-Myeong agreed, leading
to the rapid spread of media reports and claims related to a disaster-related basic
income.
- Gyeongnam Governor Kim Kyung-Soo claimed that paying 1 million won per capita
(requiring approximately 51 trillion won of finance), retrieving the income paid to

2

Issue & Analysis

‘Disaster-Related Basic Income’ is the Solution to the Economic Downfall Caused by COVID-19!

high-income households in tax payments, and increasing tax revenues through
activation of the domestic economy (8~9 trillion won) would reduce the financial
burden.
- Gyeonggi governor Lee Jae-Myeong stressed the need for cash payments rather
than tax reductions, and insisted on a temporary disaster-related basic income of
1 million won in the form of a local currency that should be consumed within a
certain period of time.
“A direct support policy that pays cash to all citizens is better than an indirect policy like payroll
tax reductions that only benefits taxpayers.” (March 12, Lee Jae-Myeong )

<Various Proposals for a Disaster-Related Basic Income>
Subject

Amount (KRW)

Scale (KRW)

Basic Income Party

All Citizens

300,000

15 trillion

The Korean
Confederation of Trade
Unions

All Citizens

1,000,000

50 trillion

Transition Korea

14 million citizens including
non-wage workers and temporary
employees

600,000

8.4 trillion

Lee Jae-Woong, CEO of
SOCAR

10 million citizens including small
business owners and temporary
employees

500,000

5 trillion

Future Korea Party

7 million citizens including
Daegu⋅Gyeongbuk residents

500,000

3.5 trillion

Justice Party

Daegu⋅Gyeongbuk residents

1,000,000

5.1 trillion

Democratic Party (Kim
Min-Seok)

10 million including the vulnerable
class

500,000

5 trillion

Democratic Party (Kim
Boo-Gyeom)

3.5 million including small
business owners

1,000,000

3.5 trillion

Democratic Party (Yoo
Seung-Hee)

The entire
population/Daegu⋅Gyeongbuk

300,000/500,000

17 trillion

Park Won-soon, the mayor
of Seoul

8 million households below median
income

600,000

4.8 trillion

50,000 citizens of the vulnerable
class

500,000

25 billion

Small business owners

-

14 billion

Jeonju City
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Democratic Party of Korea
Select Committee for
COVID-19 Disaster in
Daegu⋅Gyeongbuk

180,151 small businesses

1,000,000 per month
for 3 months

540.4 billion

Public support for small business

50,000 per month

27 billion

60,000 households of day laborers

1,230,000 per month
for 3 months

221.4 billion

15,000 taxi drivers

-

54 billion

Source: Reorganization of “Lee Jae-Woong Asks the Blue House for ‘Disaster-Related Basic Income of KRW
500,000’...Hwang and Lee Agree”, Joongang Daily (March 7, 2020).

 Views on the introduction of a disaster-related basic income are changing from
negative to positive
○ Over time, the fierce domestic debate on disaster-related basic income payments has
begun to gradually move from negative to positive in tone.
- With the spread of COVID-19, concerns were raised about economic disasters
following social disasters in Korea, leading the Blue House to become more positive
in its position.
- As COVID-19 spreads around the world, the economic prescriptions of foreign
scholars and politicians began to drive policies regarding a disaster-related basic
income.
<Blue House’s Change of Position>
§ President Moon Jae-in (regarding Governor Lee Jae-Myeong's proposal of a disaster-related basic
income): “The COVID-19 countermeasures may not end in a single supplementary budget.” (March 16)
§ Kang Min-Seok, Spokesperson for the Blue House: “President Moon did not draw conclusions on
different types of support plans that include the concept of basic income, leaving them open for
discussion. Therefore, it is a task for government and local governments to discuss.” (March 16)
§ “COVID-19 I.s creating a simultaneous shock of supply and demand and a complex crisis in both the
real sector and financial sector. Since it differs from prior economic crises, unprecedented measures
are needed.” (March 18, Blue House Roundtable)
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<Claims of Foreign Scholars and Conservative Politicians>
§ Joseph Stiglitz (Winner of Nobel Prize in Economics), “The coronavirus outbreak is a different kind
of crisis than normal crises. General economic downturns are caused by a lack of effective demand,
but recent economic instability has been caused by economic contraction and supply chain collapse
due to blockades of large cities and strict border control. Thus, monetary policy is not enough. It is
clearly a case where targeted fiscal policy is what is needed. It’s been true for a long while that
monetary policies have had only have limited efficacy. We are going to need to get large amounts
of money — you might call it ‘helicopter money’ — to those people who are going to be under
enormous stress. In today’s pressing circumstances, large amounts of government spending without
paying attention to the deficit is correct.” (March 17th, CNBC interview)
§ Gregory Mankiw (Winner of Nobel Prize in Economics), “Financial planners tell people to have six
months of living expenses in an emergency fund. Sadly, many people do not. Considering the difficulty
of identifying the truly needy and the problems inherent in trying to do so, sending every American
a $1000 check ASAP would be a good start. A payroll tax reduction makes little sense in this
circumstance, because it does nothing for those who can't work.
§ There are times to worry about the growing government debt. This is not one of them.” (March 13th,
Greg Mankiw’s Blog)
§ Paul Krugman (Winner of Nobel Prize in Economics), “If the goal of a short-term stimulus is to put
money in people’s hands, then we should put money in people’s hands: just mail out checks. There
is no reason to structure it as a payroll tax cut, which does nothing for those not getting paychecks.”
(March 10th, SNS)
§ Nouriel Roubini, Professor at New York University, “Governments need to deploy a massive fiscal
stimulus, including ”helicopter drops“ of direct cash disbursements to households. Only central
governments have balance sheets large and strong enough to prevent the private sector’s collapse.”
(March 24, Project Syndicate)
§ Mitt Romney, Republican Senator for Utah State, proposed a method for the government to provide
$ 1,000 per capita as a way to meet short-term obligations such as payment of utility bills and
increase spending in the economy. He claimed that it would help overcome economic difficulties until
other government grants come along. (March 16th)

○ Poll results on the disaster-related basic income show that the responses are
gradually shifting from 'opposed' to 'favor'.
- A Realmeter survey conducted on March 3, 2020 found that while 42.6% of people
were in favor of a disaster-related basic income, 47.3% were in opposition,
revealing a slightly lower rate of favorable responses. However, in a March 16
survey, the rate of those in favor, 48.6%, was significantly higher than those in
opposition, 34.3%.
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<Opinions on Introduction of a Disaster-Related Basic Income (Realmeter Survey)>
(Unit: %)

By region

By age

Source: “42.6% agree while 47.3% disagree with disaster-related basic income”, OhmyNews (March 4, 2020)

<Disaster-Related Basic Income Awareness (Realmeter Survey)>

Source: “48.6% in favor while 34.3% oppose introduction of a disaster-related basic income”, Realmeter (March 16, 2020)
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- A poll conducted by Gyeonggi-do on March 16~17, 2020 (K-Stat research) showed
that 78% of respondents said, “They need the disaster-related basic income
provided by the government or local governments”.
- An MBC poll conducted on March 23 showed that 69.5% of respondents were in
favor and 26.4% in opposition to a disaster relief fund.
<Disaster-Related Basic Income Survey / Disaster Relief Support>

Poll conducted by Gyeonggi-do (K-Stat Research)

Poll conducted by MBC (Korea Research International)

Source: 78% of Gyeonggi residents need a disaster-related basic income to cope with COVID-19”, Yonhap News (March
22, 2020), and “69.5% in favor vs 26.4% oppose disaster relief support”, MBC

The disaster-related basic income driven by COVID-19 is a special
situational basic income
 Disaster-related basic income is a concept that slightly deviates from the general
definition of 'basic income.'
○ Disaster-related basic income combines the concepts of ‘disaster’ and 'basic income'.
For this to be a basic income, it needs to include five components: cover all
members of society (state or local), individual units (not family units), be
unconditional (without means-testing or labor requirements), regular, and in the
form of cash.
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<Basic Income Components>

Components
Universal
Unconditional
Individual
Regular

Allow
for
modific
ation

Content
Targeting all members of society
Regardless of asset income or labor

X
Mandatory

Payment to individuals

X
X

Periodic payments

O
Optional

Cash payment

Payment in cash, not in kind

O

Basic Income
(yes or no)

Name

‘No’ when failing
to satisfy or
modifying one or
more of the three

Pseudo-basic
income, or
allowance
(income support)

‘Yes’ when
modified

Transformative
or reality-based
basic income

Note) If all five requirements are met, it is referred to as a standard basic income or ideal basic income.
Source: Gyeonggi Research Institute (2020)

- The first three are mandatory, but regularity and cash payment form are optional
components. Therefore, in order for a disaster-related basic income to be called
a genuine basic income, three essential requirements must be met. Under such
conditions, the income is provided once or several times according to the disaster
or other special situation, and payments are made in cash equivalents (e.g. local
currency).
- Indeed, some believe that it is not a basic income if it fails to meet five basic
requirements. Although this seems rather rigid, a number of advocates of basic
income take this position from a perspective of aiming to guarantee a person's
practical (economic) freedom and distributional justice (equality).
- It is not a basic income if it does meet all of the three essential requirements, even
when labeled a basic income. Other names, such as social allowance, income
support, etc., are more appropriate.
○ A disaster-related basic income, as long as it meets the essential components of a
basic income, refers to paying a certain amount of money in cash (local currency)
to individual citizens of the state over a set period of time on one or more
occasions.
- A disaster-related basic income is not a policy type that meets all five requirements
of an ideal basic income. However, it can constitute a transformative or
reality-based basic income that reflects a specific situation in reality.
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- These realistic basic incomes may have superior policy effects than ideal basic
incomes in some cases.1)
○ As the notion of a disaster-related basic income has come to the fore, a range of
policies with similar terms have been suggested.
- As the notion of a disaster-related basic income has come to the fore, a range of
policies with similar terms have been suggested.
- As it is not necessary to stick to the term 'basic income', it would be better to use
other terms such as disaster income, disaster living income, emergency subsidy, etc.
for policies that do not meet the three essential requirements of a basic income.

Ⅱ. Some Issues Relating to the Disaster-Related Basic
Income
It is deemed reasonable to pay a disaster-related basic income to
people without screening
 (Issue 1) One of the biggest issues relating to a disaster-related basic income is
whether to limit payment to only the vulnerable or provide it to all citizens.
○ Some claim that selective payment should be made only to vulnerable groups such
as small business owners, self-employed workers, temporary employees, and
special-employed workers, who have suffered the most from the spread of
COVID-19.
- This claim reflects the idea that selective payments are effective in stabilizing the
livelihoods and enabling the economy to recover, and they are efficient in situations
where resources are limited.

1) Young Seong Yoo et al. (2019). 『Analysis of Youth Basic Income Policy Effects in Gyeonggi Province』, Gyeonggi Research
Institute.

9

Issue & Analysis

‘Disaster-Related Basic Income’ is the Solution to the Economic Downfall Caused by COVID-19!

○ On the other hand, some argue that it is appropriate to pay all citizens promptly in
the event of a disaster.
- This claim is based on the logic that it is not easy to grasp the scale of damage
by class, and it takes a lot of time and money to screen victims, especially in light
of the welfare blind spot.
<Views on Disaster-Related Basic Income Payment Subjects >
(Preceding passage omitted) Direct income support for small business owners, low-wage workers,
special-employed workers, unemployed people, and low-income groups who have difficulties due to
the disaster is critical. Direct support to them is justified in terms of social basic rights, and it is
necessary to respond to consumption shrinkage. However, cash payments to the whole nation are
relatively inefficient, when, given the same budget, resources that are required by those who need
more assistance go to those who are relatively low in need. (Following passage omitted)
[Nam Jae-Wook. “Loose Screening, Prompt and Sufficient Support”, Hankyoreh (March 16, 2020)].
(Preceding passage omitted) Considering the difficulty of identifying the truly needy and the
problems inherent in trying to do so, sending every American a $1000 check ASAP would be a good
start. (Following passage omitted)
[Greg Mankiw. “Thoughts on the Pandemic”, Greg Mankiw’s Blog (March 13, 2020)]

○ It is reasonable to pay a disaster-related basic income to all citizens, as screening
is impossible or prohibitively expensive.
- It is impossible to distinguish between the temporarily poor due to COVID-19 and
general population of people in the welfare blind spot.
- As for employment insurance, 25.5% of non-wage workers, 17.2% of those excluded
from application, and 21.8% of uninsured workers of wage workers constitute a
blind spot as of August 2018. 2)
- As of 2015, 35.8% of the poor do not receive any benefit from the 5 income
security programs. 3)

2) National Assembly Budget Office (2019). 『Analysis of Expanding the Employment Safety Net』, p.18.
3) Kang Shin-Wook (2017). “Evaluating the Efficacy of Income Security System of Korea”, 『Korean Social Policy』, 24(1),
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<Problems with Screening due to Lack of Data>

(Preceding passage omitted) The support for basic livelihood security recipients was prepared through
four channels. Because I thought it would be better to include the secondary poor as well, I asked the
welfare department to look for ways to achieve this. There is only a standard that defines the
secondary poor class; we cannot determine the tens of thousands of households which fall under the
secondary poor according to administrative statistics. Therefore I needed a secondary support channel,
so I asked for the secondary support channel, but there wasn't any. (Following passage omitted)
[“’Economic uncertainty continues...The government will react quickly’, says Kim Sang-Jo”, Hankyoreh
(March 13, 2020)]

A disaster-related basic income should be provided in the form of cash
payment, not tax reduction
 (Issue 2) Whether to pay disaster-related basic income directly in cash (including
vouchers and local currency) or indirectly through tax reductions or loans.
○ Currently, it is a domestic and global trend to pay cash (or gift certificates, local
currency, etc.) directly to recipients.
- Since the situation is urgent, there is a perception that a direct payment method
is needed due to the fact that it produces results immediately, as opposed to an
indirect payment method.
○ However, some prefer indirect payment methods in the form of tax reductions or
loans.
- This is one of the welfare policies that are commonly used, but its effectiveness
is questionable in an emergency.

pp.213-237. The five income security programs are as follows: public pension, basic pension, national basic livelihood
security, earned income tax credit, and employment insurance allowance (unemployment allowance).
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<Opinions on Disaster-Related Basic Income Payment Methods>
Given the mounting economic risks posed by the spread of the novel coronavirus, Congress should
act swiftly but thoughtfully to pass a fiscal stimulus...(omission)... Fiscal policy can react much
faster by getting cash into people's hands in weeks or months. (Following passage omitted)
[Jason Furman. “The Case for a Big Coronavirus Stimulus”, Wall Street Journal (March 5, 2020)]
(Preceding passage omitted) Market merchants referred to the government’s emergency
financing measure of 50 trillion won announced on the 19th as “somebody else’s business”. One
merchant said, "To go to the bank and apply for help, we have to close the store. Financial
measures would not help; there is no other way than just to come out and work hard." (Following
passage omitted)
[“Countermeasure of 50 Trillion May Lead to Further Debt ‧‧‧Sighs of the Self-Employed”, Joongang
Daily (March 21, 2020)]
(Preceding passage omitted) Assemblyman Kim Yong-Tae stated, “We should first and foremost
implement a tax reduction policy such as a corporate tax and value-added tax to help small and
medium-sized business owners who suffer most from the COVID-19 crisis.” (Following passage
omitted)
[“Assemblyman Kim says, ‘COVID-19 Countermeasure Should Prioritize Tax Reduction’”, Segye
Daily (March 11, 2020)]

 Since the indirect payment method is retrogressive, the direct payment method is
more consistent with distributive justice
○ Reduction of income tax is a benefit to taxpayers; however, those exempt from
paying tax receive no benefits. Furthermore, for the taxpayers, it is more
advantageous to high-income groups than low-income groups.
- As of 2017, 7.39 million (41.0%) of all income earners (18 million) are exempt from
paying earned income tax.4)
- Tax reduction on individual consumption of high-priced products (1st revised
supplementary budget of 2020) will only benefit high-income earners who can
purchase such products.
○ Loans not only result in an increase in debt, but are limited to those who can afford
loan requirements.
4) "Natural ecrease is thenswer"…Government nwilling to educe uty-ree orkers”, Tax Daily (2019.10.2.).
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Disaster-related basic income payments in local currency can catch two
birds with one stone.
 (Issue 3) Even in the case of direct payments, payment in local currency rather than
cash is more effective in promoting domestic consumption.
○ Since cash can be saved rather than spent, the effect of promoting domestic
consumption may be limited. On the other hand, local currency is directly linked to
consumption as the period of use is limited.
- Net consumption increase from cash payments is lower than expected due to the
crowding-out effect (20%~60% in foreign cases).5) Meanwhile, payment in local
currency (debit card) and use of a short expiration date (e.g. 3 months in the case
of Macau) can solve the problem of money hoarding.
○ Limiting the use of local currency to existing small business owners and
self-employed workers can mitigate consumption limited to commercially developed
areas and the fear of isolation experienced by small business owners / selfemployed workers.
- Balanced economic revitalization within and between regions can be promoted. As
a result, a virtuous cycle can be generated that benefits the vulnerable.
- Currency circulates in local business districts and promotes the sales of small
business owners and self-employed workers in regional business districts,
contributing to the formation of fair relationships between large, medium, and
small-sized enterprises, and consequently mutual growth.

Financing a disaster-related basic income is not an insurmountable
obstacle.
 (Issue 4) When financing a disaster-related basic income with deficit financing, the
question of financial capacity remains.
5) Refer to Kan et al. (2017); Hori et al. (2002); Johnson et al. (2006); Agarwal et al. (2007); Shapiro and Slemrod (2003,
2009).
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○ Currently, fiscal authorities balk at the idea of financing disaster-related basic
income with deficit financing.
- Government debt increased to 41.2% of GDP due to the 1st revised supplementary
budget6) . In the meantime, the fiscal authorities have been offering 40% as the
limit for expansionary finance.
○ Korea's fiscal soundness is very reliable at the international level. Thus, many believe
that there is much room for additional fiscal deficits.
- As of 2018, the OECD average for general government national debt is 109.2% of
GDP, significantly higher than Korea's 40.1%.
- In particular, developed countries, starting with Japan (224.1%), followed by Italy
(148.5%), France (122.5%), Spain (114.8%), UK (111.8%), USA (106.9%) etc. have
high debt ratios.
- Korea is at the lowest level except for a few small countries such as Estonia
(12.7%), Luxembourg (29.0%), and New Zealand (34.5%).7)
<General Government Debt to GDP in Major Countries (2018)>
(Unit: %)

Country

Debt ratio

Country

Debt ratio

Country

Debt ratio

Japan

224.1

Belgium

118.6

Korea

40.1

Greece

195.8

Spain

114.8

New Zealand

34.5

Italy

148.5

UK

111.8

Luxembourg

29.0

Portugal

139.2

USA

106.9

Estonia

12.7

France

122.5

□

□

OECD Average

109.2

Source: Ministry of Economy and Finance (2020), 『Monthly Trends in Finance』 March 2020, p.13.

6) Ministry of Economy and Finance (2020). 『The Budget Supplement Bill to Minimize and Swiftly Overcome the Blow of
COVID-19』, p.11.
7) Ministry of Economy and Finance (2020), 『Monthly Trends in Finance』 March 2020, p.13.
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○ It is not a big problem to expand deficit financing, especially in the event of a
temporary disaster.
- In an interview quoted earlier, Stiglitz compared the current situation to World War
II, saying, "The deficit is something we have to deal with in the future, but we
didn't ask if we could afford it during World War II. We need to spend money, if
necessary."8)
 Disaster-related basic income may be financed in other ways than deficit financing
○ A disaster-related basic income that is paid to everyone can be taxed at the end of
the year or when filing comprehensive income tax for the following year.9) Doing
so would not only recover some of the necessary resources, but also address social
criticism relating to why it is given to high-income groups.
- Low-income earners with annual incomes of less than 12 million won would not be
taxed at all. However, the highest income earners exceeding 500 million won would
pay 46.2% of income tax and local income tax.
○ It is possible to secure financial resources by adjusting revenue and expenditure.
- In terms of revenue, the national tax reduction in 2020 is expected to be 51 trillion
and 900 billion won. Tax reduction or exemption has no clear standards or
consistency, and is very retrogressive, which calls for the policy to be abolished
or reduced.
○ Funds may be raised without causing a financial burden, through the use of
'helicopter money'.10)
- Helicopter money refers to the central bank purchasing government bonds directly
from the government in order to supply money to the government, and the
government paying it directly to households.

8) “Stiglitz claims that interest rate cuts won’t do..Helicopter money should be distributed"”, News 1 (March 17, 2020)
9) Jong-Sung You (2018). “An Examination of Financial Feasibility and Redistributive Effects of Universal Basic Income”,
『Korean Social Policy』, 25(3).
10) Jeon Gang-Soo. “Disaster-Related Basic Income and Helicopter Money”, Yeongnam Daily (2020.3.20.).
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- Since this kind of government bond is a permanent bond, there is no burden of
repayment. Thus, financing in this way will not cause problems regarding fiscal
soundness. Because the money is paid directly to households, the effect in terms
of stimulating consumption is great. Moreover, in the current economic downturn,
the risk of inflation due to currency evaporation is also small.
○ In the current situation, future disaster-related basic income taxation appears
reasonable in addition to the additional deficit financing.
- Helicopter money has few precedents and may be difficult to adopt. However,
taxation appears to be most efficient and accurate because it is available as a
product of the existing tax system, without incurring additional administrative costs.

Ⅲ. Appropriate Amount of Urgently Needed DisasterRelated Basic Income
The economic impact of COVID-19 is different from anything
experienced in the past, in that it is an overall multicrisis
 The Korean economy is expected to face its worst situation since the global financial
crisis of 2008.
○ With the spread of COVID-19, household consumption has contracted due to
concerns about infections in the demand sector, and factory production due to
epidemic infection of workers in the supply sector.
- Even if Korea overcomes the COVID-19 epidemic, negative socio-economic impacts
will continue to be experienced until termination of the crisis overseas as a result
of its trade-dependent economy. Korea is likely to suffer a serious crisis due to the
gradual disconnection or weakening of the global industrial value chain in the
export-driven industrial structure.
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<Economic Impact of COVID-19 (Economic Circulation)>

Source: Richard Baldwin (2020), ‘Keeping the Lights on: Economic Medicine for a Medical Shock’, VOX CEPR Policy
Portal.

- In the short term, the service industry will be directly affected, but in the medium
term the manufacturing industry is expected to stagnate due to the global economic
downfall, leading to crisis in large, medium, and small-sized enterprises, and a
financial crunch. Therefore, the economic growth rate is likely to drop significantly
this year. The recession is also expected to be prolonged.
○ With the COVID-19 characteristics of ‘high likelihood of spread and low mortality’,
wider propagation of negative effects is expected.
- The economic impact of a ‘high likelihood of spread and low mortality’ estimated
in a study by Verikios, George, et al.(2011) reveals that Korea's GDP growth rate
will decrease by 8.9% from the baseline of 2011, the year that analysis was
performed.
- In the event of a ‘high likelihood of spread and low mortality’, the economic impact
is found to be 10 times greater than that of a ‘low likelihood of spread and high
mortality’, as Korea's GDP growth rate is estimated to decrease by 94.5% from the
reference level.
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- The greater economic impact of a ‘high likelihood of spread and low mortality’ is
due to the large negative impact on employment.
○ KIEP (2020) estimates that Korea's real GDP will decrease by 0.51 ~ 1.02% and the
world economy will decrease by 0.57 ~ 1.13% due to the global spread of COVID-19.
- The spread of COVID-19 will lead to supply shock and as well demand shock so
that the global value chain structure may exacerbate the negative impact
worldwide.
- Domestic consumption is expected to slow down considerably, mainly due to the
contraction of household economic activities, in terms of services such as culture,
leisure, and dining out. 11)
<Macroeconomic Impact by Scenario>
(Unit: %)

Category

Korea

China

Japan

USA

EU

ASEAN

Canada

Australia

worldwide

Scenario 1

△0.51

△0.91

△0.38

△0.36

△0.54

△0.67

△0.36

△0.36

△0.57

Scenario 2

△1.02

△2.03

△0.74

△0.72

△0.95

△1.28

△0.73

△0.83

△1.13

Note) Considering the reduction in labor supply, shrinking consumer purchasing will, and increasing trade costs due to
the spread of COVID-19, two scenarios have been assumed based on the degree of spread of COVID-19 (the
labor supply reduction rate is estimated by assuming the proportion of the working population affected by the
direct or indirect impact of COVID-19 as 10% (scenario 1) and 20% (scenario 2))
Source: Institute for International Economic Policy (2020), “The Economic Impact of the Worldwide Spread of COVID-19”,
『KIEP Today’s World Economy』 (March 13, 2020)

An unprecedented crisis calls for an unprecedented response, such as
a national basic income.
 Various methods of income support are being provided by different countries in
order to respond to the economic crisis.
○ Income support provided in countries such as the USA, Japan, Taiwan, etc. during
the economic crisis typically consists of tax reduction, direct cash payments, and
11) The Bank of Korea (2020), 『Policy Report on Money and Credit』 (March 2020).
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voucher payments.
- This corresponds to the economic stimulus approach regardless of the
characteristics of basic income as a social welfare policy to secure social security.
※

USA: prefer tax rebate.
Japan: practices various methods such as tax refunds, cash payments, voucher
payments, etc.
Taiwan: provide vouchers in response to the global financial crisis.

<Examples of Income Support>
USA

Category

Japan

Taiwan

2001

2008

1999

2009

2009

Response to
slowing economic
growth and
part of the Bush
administration's
tax reduction
policy

Massive economic
stimulus following
the 2008 global
financial crisis

Childcare support,
reduction of the
economic burden
of the elderly, and
promotion of
consumption

Support for
resident living
and vitalization
of the local
economy

Economic
stimulus

Subjects

Taxpayers

Lower than middle
income class among
taxpayers
(Taxable income
$3,000 ~ $150,000)

Head of household
with children
under 15 years
old, selected
seniors over 65
years old

Registered
residents and
foreigners

All citizens

Amount
paid per
person

$300 per taxpayer;
Up to $500 per
single parent and
$600 per couple

$300 per taxpayer;
Up to $600 per
couple and
additional $300 per
child under 17

20,000 yen (20
local tickets of
1,000 yen)

12,000 yen
(Additional
payment of
8,000 yen for
those over 65
and under 18)

$110 per person
(3,600
Taiwanese
dollars)

Total
amount
paid

$38 billion
(72 million
households)

$152 billion
(70 million
households)

700 billion yen
(Approximately 35
million)

2 trillion
39.5 billion
yen

USD $2.5 billion
70 million

Pay
method
(Expiration
date)

Cash
(Tax rebates)

Cash
(Tax rebates)

Vouchers
(Local tickets)
(6 months)

Cash
(Fixed
payments)

Voucher
(Approximately
8 1/2 months)

Purpose

Source: Organized by Gyeonnggi Research Institute (2020)

- Examples of income support after COVID-19 include Hong Kong’s response to
economic contraction and Macau’s response to recession in the tourism industry.
※

Hong Kong: Cash payment ($10,000 per capita; approximately $70 billion in Hong Kong for
approximately 7 million residents).
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Macau: 3 months valid consumer card (3,000 pataca per capita; about 330 billion won for
approximately 730,000 permanent residents).

○ Many countries have failed to provide appropriate measures in response to this new
type of economic crisis, but have recently turned to active responses.
- As advanced foreign countries recognize that the worldwide spread of COVID-19
will expand beyond social and economic disasters to become national catastrophes,
they are tackling the issue with overall economic measures at the nationwide level.
- With the awareness that there are clear limits to the economic rebounds generated
by existing monetary and fiscal policies, governments have actively begun to
implement direct support policies. For example, the Korean government allocated
budgeting that is significantly larger than the supplementary budget of 11.73 trillion
won.
- For example, the U.S. Trump government recognized the seriousness of the situation
and switched from a policy of tax reduction to direct support for citizens, which
closely resembles a disaster-related basic income.
<Economic Stimulus as a Response to COVID-19 in Major Countries>
Country

Total

Compared to
GDP

Fiscal expenses

Monetary support

65.2 trillion won in total
- Major programs for
financial support, such
as low interest loans
and suspension of
loan repayments

Quantitative mitigation
($ 700 billion)

Korea

87.7 trillion
won

Overall 4.6%,
Fiscal 0.9%,
Monetary 3.4%

16.5 trillion won in total
- Emergency support by industry
and sector (4 trillion won)
- Comprehensive countermeasures
for the public economy
(16 trillion won)
- Revised supplementary budget
(11.7 trillion won)
- '50 trillion won + alpha public
welfare and financial stability
package

USA

2 trillion
dollars
(approximately
2,490 trillion
won)

Overall 9.3%,
Cash payment
2.3%

- Economic stimulus package
($ 1.3 trillion)
- Direct cash payments included
($ 500 billion)

UK

360 billion
pounds

- Stimulus package
Overall 16.4%,
(30 billion pounds)
Fiscal 1.50%,
- 80% of wages guaranteed if the
Monetary 14.9%
affected company retains
employment (up to $ 2,500)

Guarantee for loans
(300 billion pounds
(approximately 480
trillion won))
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Overall 23.3%,
National bonds
4.3%

- Financial support for small and
medium-sized companies by
issuing government bonds
(150 billion euros)
- Direct acquisition of stock
owned by a company under
management crisis with the
establishment of the Economic
Stabilization Fund (WSF)
(100 billion euros)

- Guarantee for bank loans
to companies affected
by COVID-19 (400 billion
euros)
- Funding to the German
Reconstruction Bank
(KfW) to support
companies in a credit
crunch (100 billion
euros)

France

345 billion
euros

Overall 14.9%,
Fiscal 1.9%

- Bailout (450 billion euros)
Deferred payment of corporate
tax and social security tax,
unemployment benefit for 2
months

Guarantee for bank loans
to support corporate
activities (300 billion
euros)

Italy

25 billion
euros

Overall (Fiscal)
1.5%

- Support for companies with
reduced sales (25 billion euros)
- Nationalization of Alitalia
Airlines

Short selling banned

Spain

200 billion
euros

- Government spending
Overall 17.1%,
(17 billion euros)
Fiscal 1.30%,
Nationalization
of private
Monetary 14.2%
medical institutions for 15 days

Germany

EU

750 billion
euros
(approximately
1,002 trillion
won)

Member countries will be
exempted from the ‘Financial
Deficit and National Debt
Regulations’

- Financial aid
(180 billion euros)
- Short selling banned

Investment fund plan
(370 billion euros)

Source: Organized by Gyeonnggi Research Institute(2020)

 Despite the government’s announcement of comprehensive measures to overcome the
damage,12) many believe that such measures are insufficient to make an early
recovery and that large-scale direct income support is needed
○ On February 28, 2020, the Korean government proposed measures to stabilize the
public economy by such means as temporary tax reductions, expansion of the
voucher system, and reduction of housing expenses. However, since such measures
are merely an extension of existing policies, they are deemed insufficient for
overcoming the crisis due to the lack of income support and activation of
consumption.13)

12) For more information, see Interagency joint operations, ｢Comprehensive countermeasures in the fields of livelihood and
economy for minimal spillover effects of and early recovery from COVID-19｣, Feb 28, 2020.
13) A ‘50 trillion won + alpha’ public welfare and financial stability package has been presented at the 1st Emergency Economic Meeting
as a stimulus policy. Moreover, 100 trillion +α as a public welfare financial stability package program is expected to be added at the
2nd Emergency Economic Meeting on March 17, 2020. As they are generally targeted to support the businesses and finances, supporting
the households of the poor and middle-class whose livelihoods are affected by COVID-19 and promoting consumption may be limited.
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- The current revised supplementary budget is similar in scale to that of the MERS
period (e.g. 11.6 trillion won), and 15 trillion won out of the 20 trillion won policy
package corresponds to indirect liquidity support through financial institutions.
- In an overall economic crisis, the need to stimulate consumption and prevent the
economic downturn is emphasized through use of a disaster-related basic income,
which is a more drastic measure than the government's indirect support.
- In particular, workers at small- and medium-sized enterprises, temporary
employees, day laborers, small business owners, and self-employed workers are
unable to properly secure their income through indirect support methods. Even if
they do, it is difficult to escape the crisis immediately.
○ Apart from the central government, various support measures can be taken at local
government level to help locals who have been affected directly by the COVID-19
disaster.
- For example, Jeonju-style disaster-related basic income (emergency living support:
approximately 530,000 won per person for 500,000 people, in the form of a local
bank debit card), and Seoul city’s disaster-caused living support: 300,000 to 500,000
won to 1,177,000 households, or approximately 3 million people. 14)
- In addition, measures have been otherwise provided in the form of an emergency
subsidy for stability in Gangwon Province and emergency subsistence support in
Daegu City, Gyeongbuk Province, Chungnam Province etc. Even Gyeongsangnam
Province, which claimed to have introduced universal disaster-related basic income,
decided to first introduce a selective emergency disaster income for low-income
households (ie. 100% of households below the median income up to 500,000 won.)
- The government also recommends that local governments use approximately 3.8
trillion won of disaster management funds for disaster prevention and recovery,
which are accumulated as statutory obligation funds, to support the living expenses
of small businesses and vulnerable groups.
- Most of these subsidies cannot be called “basic incomes” because they do not meet
14) 100% median income is 4,749,174 won per month for 4-person households.
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the aforementioned fundamental requirements of a basic income. However, they are
significant as pseudo-basic incomes in the form of “direct cash support” that
reflects actual conditions as much as possible in such an urgent economic disaster.
<Local Government Livelihood Support in the Face of COVID-19>
Local
government

Name

Amount paid (won)

Subjects

Seoul

Disaster-caused
emergency living cost

300,000~500,000

1,177,000 households below 100% median
income

Gyeonggi

Emergency support for
the vulnerable

500,000

100,000 households below 100% median
income

Chungnam

Emergency stability fund

1,000,000

150,000 people including small business
owners⋅low-income group

Sejong

Support for damage
caused by COVID-19

1,000,000

45 stores visited by confirmed patients

Gangwon

Emergency subsidy for
stability

400,000

Gyeongnam

Emergency disaster
income

Up to 500,000

Daegu

Emergency livelihood
fund

Being discussed
(400 billion won)

Low-income group, small business owners,
etc.

Gyeongbuk

Disaster emergency living
cost

300,000~700,000

335,000 households below 85% median
income

Jeonbuk
Jeonju

Jeonju-style
disaster-related basic
income

520,700

50,000 people including the unemployed
below 80% median income

Gyeongbuk
Pohang

Emergency welfare
support

600,000

32,000 households below 75% median income

Busan
Gijang

Gijang-style emergency
disaster support income

Undetermined (15 billion
won in total)

165,000 people (Income criteria to be
established (high-income group excluded,
recipients of government support excluded)

Ulju county

Disaster-related basic
income

100,000 (approximately
22.2 billion won in total)

225,000 people (all county residents)

300,000 people including small business
owners⋅basic pension recipients
Households below the median income

Source: “Up to 1 Million Won Paid in Cash by Local Governments···Will the Central Government Provide a
Disaster-Related Basic Income?”, Joongang Daily (March 23, 2020); Organized by Gyeonggi Research Institute (2020).

 Disaster-related basic income in the form of local currency is needed for the current
economic crisis

23

Issue & Analysis

‘Disaster-Related Basic Income’ is the Solution to the Economic Downfall Caused by COVID-19!

○ A disaster-related basic income (direct support) in connection with local currency
is an effective policy for purposes of income preservation of small business owners
and self-employed workers, circulation of funds, and support for the livelihood of
the common people.
- As a disaster-related basic income for all citizens, a sufficient amount of money
of more than 1 million won15) should be paid in local currency (valid for a short
period of time). However, the amount should be divided and paid on 2 to 5
occasions within a specified period to give a certain periodicity.
- Such disaster-related basic income is excluded from the income recognized as the
basis for calculating eligibility and qualification for basic livelihood security, basic
pension, and work incentives. On the other hand, it is included in the taxable
income of wage earners and business earners in the year-end adjustment and total
income tax returns, in order to encourage the wealthy to pay more taxes.
○ The use of a disaster-related basic income for every citizen is based on the principle
that the central government provides financial resources by applying bonds, public
fund management funds, and post-tax revenue; however, the principle of
complementarity is to be applied.
- In the event that implementation by the central government is less rapid, local
governments may partially execute this policy initially. For example, the local
government could pay less than 100,000 won per resident within its own budget and
later the central government could pay the remaining 900,000 won.
- At the local level, it is possible to adopt a method of sharing between the
metropolitan and local governments. A practical example is found in the case of
Gyeonggi Province's Youth Basic Income Project: Gyeonggi Province and 31
Cities/Counties have taken on the responsibility of financial sharing at a ratio of
70:30.

15) As the basic living security allowance is set at 500,000 won per month, it is judged that it requires at least 1 million
won for a minimum of 2 months to make a living.
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< Disaster-Related Basic Income Payment (Proposal)>
■ National disaster-related basic income: More than 1 million won per person (central government)
-Temporary period: 2~5 months installment payments
-Payment in installments: Over 200,000~500,000 won per month
-Payment method: Local currency (valid for 3-6 months)
-(Excluded) The amount of income recognized as the basis for calculating eligibility and
qualification of basic living security, basic pension, and work incentive eligibility
-(Included) Taxable income for year-end adjustment, business income, and general income
tax return
■ In the event of execution by local governments followed by execution by the central government
-Share between central and local governments with the principle of complementarity applied
(including metropolitan-local sharing)
-Payment amount (e.g. 100,000 won per person by Gyeonggi-do; 900,000 won per person
by the central government)
-Temporary period: In the case of Gyeonggi-do, paid once within 1 month
-Payment method: Local currency (valid for 3 months)
Source: Gyeonggi Research Institute (2020)

Ⅳ. Comprehensive Countermeasures Based on the
Disaster-Related Basic Income
 Unprecedented countermeasures need to be established in order to react to the
overall multi-crisis caused by COVID-19
○ Since the Korean economy is expected to face its worst situation since the global
financial crisis of 2008, it is imperative to implement a comprehensive policy based
on the disaster-related basic income in connection with use of local currency.
○ First, the government is to pay a disaster-related basic income of more than 1
million won per person to all people in Korea. However, complementarity needs to
be applied, depending on circumstances.
- Central government, metropolitan governments, and local governments should
secure their own budgets and pay disaster-related basic incomes jointly in a
hierarchical structure, and advance execution by local government is allowed).
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<The Disaster-Related Basic Income Model in Gyeonggi Province (Example)>
- 100,000 won per person in local currency to all Gyeonggi-do residents
- Required budget: 1 trillion and 364.2 billion won
- Financing: Disaster management fund (340.5 billion won), disaster relief fund (273.7
billion won), regional development fund (750 billion won)

○ Given that the current economic crisis requires active countermeasures, it is
necessary to combine additional economic countermeasures with the disaster-related
basic income.
- Payment of cash in accordance with the situation, the use of local currency, and
implementation of deferred payments may be considered as additional policies with
the disaster-related basic income.
- Cash needs to be paid to cover card bills, tax, emergency relief support, and so
forth. If an exception is made to allow the use of local currency, any associated
issues should be resolved and an institutional mechanism provided to support its
implementation.
- Overdue interest or taxes and utility charges for small card bills below a certain
amount must be temporarily suspended.
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<Local Government Livelihood Support in the Face of COVID-19>
(Unit: person(s), %)

Country
China
Italy
U.S.A.
Spain
Germany
Iran
France
South Korea
Switzerland
U.K.
Netherlands
Austria
Belgium
Norway
Sweden
Portugal
Australia
Denmark
Canada
Malaysia
Turkey
Czech Republic
Japan
Israel
Ireland
Brazil
Luxembourg
Pakistan
Thailand
Japan Cruise Ship
Poland
Chile
Finland
Greece
Iceland
Saudi Arabia
Ecuador
Indonesia
Qatar
Total (165 countries)

Tested Positive
81,171
63,927
43,214
33,089
29,056
23,049
19,856
9,037
8,060
6,650
4,204
3,631
3,401
2,132
1,906
1,600
1,396
1,395
1,384
1,306
1,236
1,165
1,128
1,071
906
904
798
784
721
712
634
632
626
624
568
562
532
514
494
⋮
366,117

Ratio (Positive)
22.2
17.5
11.8
9.0
7.9
6.3
5.4
9,037
8,060
1.8
4,204
1.0
0.9
0.6
0.5
1,600
1,396
0.4
0.4
1,306
0.3
1,165
0.3
0.3
0.2
0.2
798
784
721
712
0.2
0.2
0.2
0.2
0.2
562
0.1
514
0.1
⋮
100

Deaths
3,277
6,077
533
2,182
123
1,812
860
120
66
335
179
16
75
7
21
14
7
13
19
10
30
1
42
1
4
11
8
5
1
7
7
1
1
15
1
7
48
⋮
16,126

Data : Reorganized and processed materials on COVID-19 cases provided by the Ministry of Public Administration and Security
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