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Executive Summary

Inequality has widenedontinuouslysince the 1980& JapanThewidening gap between the haves
and havenots has been driven by differeffactorsin each given periodOhtake and St (1998)
argue that inequality in the 1980s and 1990s can be explaimeginly by population aging.
Dispersiors of income consumption expenditureand wealthwithin the age groupncreaseamong
the elderly so an increase in older people leads #brise h income inequalityacrossthe entire

country.

The growing income and wealtinequalitiesobserved inthe UKand the USsince the 1980sre
characterized bya widening income gapmue to educational attainment andan increase inthe

incomes of higher incone groups (Autor, Katzand Kerney, 2006; Lemieux, 2006; Piketty and Saez,
2006).In contrast in Japan, wage inequaliue to educational attainment has remained relatively
stable over the period 1980990. This does not mean that skilhsed technologidachange (SBTC)

has not substantially affected Japan over tirk@awaguchi and Mori (2008) showed that batte

demand and supply for skilled workers have increased because of the SBTC, a rise in the number of
collegeeducated workers induced by educationalicy changes, and the aging of the population.
Becausehe shifts in demand and supply are similar, the effects of the shifts on the skill price were
canceled out.Thus, the skill price has been stablEhey pointed out thatthe industries that

experierced rapid computerization also experiencad upgrading of thekills of workers

l'y20KSNJ OKIF N OGSNRAGAO 2F WIFLIyQa AyOxzindngA y Sl dz |
higher income groupwere rarely observedat least until the late 1990dMoriguchi and Saez (20Q8)

who analyzed historical changes of the Japanese top income,stated that the top wage income

shares in Japan have remained relatively stabidike the sharp increase in wage income inequality

observed in the United States s®1970

Pagel



GINICountry Reporfapan

The increase in inequality since the late 1990sare also attributed to he longterm trends of
population agingeffects In addition totheseaging effecs, however, growing gagwithin generation
and educational grouphave contributed to the increase inWl LslinggQality sincethe late 1990s.
Kambayashi, Kawaguchand Yokoyama (2008) explained that increage the withinage and
within-education group varianecontributed to wage inequality in the late 199@udo,Suzukiand
Yamada (2012)escribedhow the income leved of lower income grougstarted to decline from the
mid-1990s accordingly, the income gap has grown significantly since the early ZD8&g.explained
that the widening gap observed in the 2000s can be attributed to chamgémily structure and
employment type In Japansingle households and singtarent familieshave been increasing over
time, and unemployed people andon-standardworkers have increaseespeciallysincethe late
1990s.Kohara and Ohtake (2006) alsoiqted out that the growing income gap in the late 1990s in
Japan is associated witln increase inncome and consumption inequalityithin the unemployed,

especially among those aged 45 and over.

Sincethe late 1990sthe male employment rate othe workingage populationhas declined and
male non-standardemploymenthas increasedThe male employment rate dhose aged 2534 was
about 95% in the early 1990kut declined to about 90% in the 200@ven among the employed,
the ratio of non-standard employees such as part-time workess, contract workes, and casualized
workers to total workers has increasedover the last three decades in Japaithe share of
non-standardemployees was 15.3 percent in 1984 and reached 35.1 percent in 2@i@gmales,
a dramatic change in the ratio ohon-standardemployees occurred around the mi®90s.Before
1995, thenon-standardratio for males was stable at roughly 8 percerfhe ratio started to increase
after 1996 and reachedabout 18 percent in 2005This change iprominentevenamong primeage
men. Forthe maleage group 25 to 34, the ratio oon-standardemployees started to increase in
1996 reaching 13 percent in 2005The ratio forthe age group 35 to 54 started to increase in 2000

reachingabout 8 percent byhe mid-2000s.

Page?
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The increase in the rate of maleon-standardemployees is due to employment adjustmerthat

started in earnest from 1995 after thesset inflatioafed economicbubble burst.In Japan, fultime

permanent employees benefit from a high léwa job security, whereas employment adjustment

targeting non-standardworkersare carried outrelatively easilyln response to economic recesspn

many Japanese companies avoided employingtifolt employees in favor of patime employees,

contract employees and casualizedemployees, because ofhe sizable cost of employment
adjustmens. Becausethese non-standardS Y LJ 28SSaQ | @SN} 3IS SINyiAy3a |
full-time employees, increasingon-standardemployment and labor market segmentatidrave led

to awidening income gap.

The growing share of maten-standardemployees explained above causadlincrease irthe lower

income group in JapalWwl LJ- y Qa L3 @SNIi& NJ G S-19R0s.k paktigu@daBse i SR & A Y
the poverty rate § observed among people aged-29 and agecdhine and under, which is distinctive

of WI LJI y Qa TheJacgnieNdidan@alth gams beerbecoming more serious recently among the

young.

In the late 1990swhen income inequality widened mainly because of itherease irthe population

of lower income group, Japanese society experienced several important social chaRgss. the

crime rate increased in the 2000& particular,the rate ofviolent offensesrosein the late 1990s.

Ohtake and Kohara (2010) amégwashima (2012) found that widening income inequality ledrto

increasing crime rateSecond, from the late 1990&he suicide rate increasesince the late 1990and

remainedat a highlevel

WE LI yQa AyO02YS AySldz t A ees&wadls igcanie SeyiskiBuion paliies WI LI y
RAR y2i OKIy3S Ay GKS Hnnnadd ! LIWINREAYLFGSt& 1 ms
LISNDSyGlr3Is 2F LIS2LX S 6K2 FINBS GKIG aad Aa GKS N

in income between fatht A S4 ¢6AGK KAIK AyO2YSa |yR GK2aS 6Ad
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A

AYONBIFASR G2 cmk:rd ' GGAGIdZRSE (261 NRa GKS 3I23SNYy
changed, although the changes do not seem to be overly dramatic.

As one of features of Japese attitudes about political participation, there isnaéde generational

difference in voting rateThe voting rate of people aged 55 aatoveis 25%higherthan that of

people aged 35 and undérhis high generational difference time voting rate in dpan is remarkable

among OECD countrieBhe higher absolute numbers of elderly people and the higher voting rate of

the elderly increasingly strengthen tinepolitical power. This makes society payore political

attention to the elderly, which might braqwundesirable resultsn the pastmany elderly people were

in the lower income group, but at present, poverty is more prevalent amamhgts agedunder 40

yearsand childreraged ten years and under

The increasingpolitical power of the elderly and tie change in attitude towards income
redistribution policies suggest that more efficigmiliciesto reduce income inequalitiiavenot been
implemented Wl LJ- Y Q& Y A Y A Y dz¥eenxising@nsistentlySiace ROD7PI&it the increase
in the minimumwage is thought to have only small effecis alleviatingexisting levels of income
inequality (Kawaguchi and Mori, 2009he impact of income redistribution policies through income
tax has been smalleThis is because the maximum income tax rate has rbemit and the
progressiveness of income &s@s a wholavasreduced in the late 19903.he dpanese government
has increased fiscal spending social security for the eldetlput not on job training and education
for the working populationAlthoughthere is an urgent need for polasthat addresdower income
groups, which mainly consist of younger people, the governmdrds failedto formulate and

implement more efficient policie®r financial and political reasons.

Paged



GINICountry Reporfapan

General Background to Macro ahStructural Indicators in Japan, 198010

Macroeconomic shocks that hit Japan from 1980 to 2010 are featuresthlappreciation ofhe yen
after the 1986 Plaza Accord, thsset inflationrfed bubbleeconomy in the late 1980s and early 1990s,
the nonperforming loan problemand employment adjustmerstin the mid1990s after the economic
bubble burst, the economic recessidhat resulted from the1998 financial crisis, the economic
recovery in the early 2000s, and the economic declittest followed the collapse of Lehman

Brothers

WE LI yQa SO2z2y2yeée TSt A ythedetdidalir®prafitatdlity of Gxfortd #2aNJ N f &
resulted from theappreciationof the yen after the 1986 Plaza Accofdming to recover fronthe

recession caused by the stroggn, Japan initiated expansionary financial policte®k S 32 S Ny Y Sy i
intervention led to arincrease in asset prices such as stock lamasingprices andarise in real GDP

growth from 4% in the early 1980s to 7.1% in 1988, whiakfollowed byareal GDP growth rate of

5% growth on average until the 1990$1e unemployment rate rose from 2% in 1980 to 2.8% in 1987.

During the period of the bubble economy, the unemployment rate declined to about 2% in
19901992 accordingly, Japan experienced a seridaisor shortage.Japan also faced economic
challenges such as a rapid rise in asset prices and overheating of economic adtichyed to the

government tighteninghe money supplyAs a result, stock priselroppedsharplyin 1991 and house

prices stated to fall. Thismeantthe eventualcollapse of the bubble.

Due to the decline of stock prics, Japanese financial institutions faced the problem of
non-performing loans.During the period of the economic bubble Japanwas confronted with

problems ofoutstanding capitalsloans, and employmentAfter the bubble burst, the adjustment

process for thoseoutstanding capitaland employment took a long time KA & NB adzZ 6 SR Ay

LINEf 2y3aASR aidl3ylriaAz2ys gKAOK AtiTheN@BF BANBRKAYZR I Wl Ll
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Great Recession are thought to be theonomicbubble and thebursting of thebubble, and some

people see the declinef Total Factor Productivity (TFP) in the 1990s as another important factor

accounting for the recession.

In the mid1990s, the economic recession continuiedthe wake of the bursting of thbubble, and
the Asian financial crisi;m 1997 and the economic reession from 1998 aggravated economic
conditions, which led téarge-scale unemploymentn the early 2000s, the d&ce in the value othe
yen contributed to revitalizing expodriven industriesand this led tahe continuousgrowth of real
GDP.This economic recovery was interrupted by tbesisthat followed the collapse of.ehman

Brothers This unexpectedrisiscauseda temporary largescale employmenadjustment Since the

1990s,WI LI Yy Q& h& &defiehdeda long periodof zero or negative inflation ratedVl LI y Q&

financial policy is also characterized by ldagn zero interest rate. The GDP deflator bame

negative after 1995and declined by more than 1% every year from 1999 to 2008.

The most significant structural change WI LJlegbb#ny is population agingn the 1980s, the

percentage of people aged 60 and above accounted for 9.1% of the totalgtimm, but the share of

the elderly rose to 22.5% in 2010n the other hand, the percentage of people aged 15 and under

declined from 23.5% in 1980 to 14.3% in 20Rfpulation aging stems from longer life expectancy

and lower fertility rate.Recentlythe latter hashad a bigger effect orthe agingof society and the
populationof Japan began to decline in 200K S  OK I y FSnequality isVAtttiButgd® both
population aging and macroeconomic shockslongterm upward trend in inequality is niay the
resultof population aginglncome inequality within age grosjs greateramong the elderlyhan the
young.In addition, an increase ithe employment adjustment after the bubble burst incredste
number ofthe unemployed andchon-standardemployees, and thised to an increase ithe number
of people inthe lower income grouplikewise, population aging and an increagenon-standard

employees ar¢he two main factors accounting for income inequality.
Figurel.l: Histd\A O £ OKIF y3Sa Ay WFLIyQa D5t 3INRBGGK
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Government of Japan (http://www.esri.cao.go.jp/jp/sna/menu.html)).

Note: Annual GDP growth rates are shawrhe figure.
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2. The Nature of Inequality and its Development over Time

2.1 Has Inequality Grown?

According tahe OEC§2008),WI LJGwi@cefficient is close to the OECD averag#e same level

as Korea, Canada, Spaamd Greece, lower thathe US and UK, and higher than France and the
Nordic countries (Figure 2.1)t is noted, however, thathe Gini coefficient must be compared
carefully among countries where different household groups are targeted and different welfare
measures are usetbr measuringthe Gini coefficient.In the caseof Japanthe Gini coefficient is
usually measured based on three laggmples ofdata compiled by the Government: (National
Survey on Family Income and Expendijturgich is compiled by Statistic Bure&inistry of Internal
Affairs and Communications, (Eomprehensive Survey on Living Conditiartdch is compiled by
Ministry of Health, Labour and Welfare, and @)rvey on the Redistribution of Incanwehich is
compiled by Ministry of Health, Labour c&nWelfare. Although these datasets contain large
samples NSFIEcovers more than 55,000 households every five ge@omprehensive Survey on
Living Conditiongovers about 50,000 households every year, &ulvey on the Redistribution of

Incomecovers abou5,000 households they show different degrezof inequality.

CAIdzNBE HOPH aK2sa (GKS GNBYR 2F WFLIYyQad K2dzaSK2f R
on the above three sources of data for gex income as measured by the Gini coefficientthia

figure, the Gini coefficient based dNational Survey on Family Income and Expenditsiréhat

reported by the government every five years. Although the calculation includes households
NBIIFNRfSaa 2F (GKSAN K2dzaSK2f R tKifpe, R 2RludSYsibiflez & YS vy
households. The Gini coefficient based on tBemprehensive Survey on Living Conditisns

calculated by the authors based on incoftlass data reported by the government (income quartile

before 1985 and income quintile after 188 It may be upwardly biased because we use group data,

Page3
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although single households are also included in the calculations. The Gini coefficient based on the

Survey on the Redistribution of Incoimelso reported by the governmeht.

Figure2.1: International comparison of Gini coefficients in the mRDOOs

0,50

0,45

0,40

0,35

Source: Gini coefficients of income inequality in OECD countrie200ias (Figure 1.2) in Growing Unequal?
Income Distribution and Poverty in OECD Countries (OECD (2008);

Generallythe Survey on the Redistribution of Incoste®ws muchhigher inequalitycompared to the
other two data setsThis is becauseore aged peoplare covered bythe sample.The other two
datasets show different levels of inequality, but the samrent of inequality. The Japanese

governmentnow providesinequality measuregn Comprehensive Survey on Living Conditioritke

! For Comprehensive Survey on Living Conditioves use income group data, but not that reported by the

government, because the Gini coefficient is not reported before 1992.
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OECDalthoughit formerly provided those onNational Survey on Family Income and Expenditure

Thedifferencesbetween the twodata setsarise partly becausthe sample coveragis different.”

Figure 22 Gini coefficients based on the three data sets b

0,6
0,4
lﬂ;.—l—.—.—g-l \aad ><‘ e ><. ’ X X X
0,2
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—4—CSLC —#—-CSLC
(based on income quintile data after 1986) (based on income quartile data before 1985

Source! dzii KcaldliEaton based on:

Gini coefficients by Comprehensive Survey on Living Cond{{Z8ISC calculated usinbefore-tax income
quartile data before 1985, and befotax income quintile data &fr 1986 both of which are reported by
Ministry ofHealth, Labour andWelfare (MHLW)

Gini coefficientdrom Income Redistribution SurvéiRS, calculated using beforax income, which are
reported by MHLW.

Gini coefficientdrom National Survey of Family Income and Expendi{d8FIJ calculated using beforax
income for all families with two or more family members, which are reportethbyStatistics Bureau.

Note: The dotted lines in the figure are drawn simply by connecting eattteafata points.

Based onthe Comprehensive Survey on Living ConditmnNational Survey on Family Income and
Expenditure we can say that income inequality has t@en increasing dramaticallysince around

1980, but has been increasingradually Note here thatincome inequality has several defedts

? Because theNational Surve on Family Income and Expenditstgveys details daily consumption precisely,

households in the tails of income distribution can be dropped from respondents.
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measuringrue household welfarelncome statistics are affected greatly by fluctuations in temporary
income, but a change in tgmorary income does not always reflecthange in household welfarén
addition, income statistics do not reflect lifetime welfai®ecauseelderly people have more asset
holdings but less income, income inequality has not properly medsiime gap in soal welfare,
especially in a countrguch aslapan wherean aging populatioroccupies a large share tife entire
population. Besides becauselabor force participation rates are high in Japan, income inequality
among the elderly is highThus, we want toshow inequality based om different measure of
welfaret Gonsumption expenditure Unlike income, consumption expenditure may refleah
AYRAGARIZ £ Qa ¢ S hdividdaB coRsyme (imisr§ if theg ade mddzy td survive and if
their life-time incore is higher.Fortunately, m Japanthe National Survey on Family Income and
Expenditure(hereafter referredto as NSFlEreports household consumption expenditure in detail
Therefore, in this chapter, wattempt to show the results using consumption inggity as well as

income inequality based oNSFIE

2.1.1 Incomelnequality and Consumptiorinequality

NSFIEeports all types of income such as labor income, agricultural income, rent, pessither

social security paymenténcome from dividends nterest andoccasionawork. To obtainthe Gini
coefficientfor after-taxincome we need to calculate the amount of tax each household pagmg
information on household and individual characteristithis is Bcause theNSFIHand any other
microdatawith large samples) ks notcontain information onan A y RA @A RBylcmgsiing i I E
observed characteristics such as family types, ages of family members, working status, and types of

income iNNSFIRvith the taxation system in the corresponding yeag wstimated tax payments and

® We are allowed to use microdata of tiNSFIEwhich includes all types of individual and houslel in any age

group. The following figures are calculated by the authors.
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disposable income for each househof@ur calculation program isketched inAppendix Figure ¢
Panel A for national income taxation and Panel B for local income taxdionalculatethe Gini
coefficient we divide all valuesf income and consumption klifae square root of the total number of
household memberd\Note that we use the micro data of tiéSFIfn this calculation, unlikéhe case
where we used the aggregated data based on tK8FIHor the previous figure, so that evcan

include both single householda@households with more than two household members.

Figure 2.3 shows that the calculated Gini coefficients and their changes for each income and
consumption category Gini coefficients based on any dfie categories sbw that inequality
increasel between 1984 and 1989, itmte slowed between 1989 and 1994, and it increased
significantlyafter 1994.Through the earliest to the latest endpoints in the figure, we can obsanve
upward trendof inequality.Looking at eacimeasure, specifically, the coefficient based on befave
income is the highest.After excluding tax payments, which means after redistributithre Gini
coefficientfor disposable income becomes low&heGini coefficienfor consumptionexpenditureis
somewhat higher thanthat based on disposable incom&his may happerbecause disposable

income here is estimateftom observed characteristicbut is not calculated completely

The importam point here is that Gini coefficients based on consumptare generally lower than
beforetax income Indeed, he lowest Gini coefficient is for non-durable expenditures.The
fluctuation rangewhen using the consumption measureis smaller This is exactly whathe
permanent income hypothesis suggesthis differencemug be important especially in aountry
such asJapan, where thepopulation is agingThe elderlymay not have high inconse but may

possess large amounts of assditgequalityas a wholecan beoverestimatedwith income measures
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Figure3.3: Gini coefficient for income and consumption
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Source! dzii Kaalbliatdns using microdata tife NSFIE

Note: We used apquivalencescale for the number diiouseholdmembers.That is, each household income

and consumption expenditurs divided bythe square root of the number diouseholdmembers.

2.1.2. Wealthinequality

WI LJwgaldta inequality has also increasepladually over the period encompassinghe 1980s,

1990s, and 2000s. Figure 2.4 shows changes in financial assetd\N8&itigjTotal household asset

holdings (excluding the value of real estativided by the same equivalenseale as before is used

for the calculation.The figure shows a similar trend of inequality as income and consumption

inequalities.That is, wealth iaquality increased between 1984 and 1989, it decreased between 1989

and 1994, and iexpandedafter 1994.
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Figure 2.4: Gini coefficient fdinancialasset holdings
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Source! dzii Kealbliatdns using microdata tife NSFIE.
Note: Forthe calculation total household asset holdings is dividedthg square root of the number of

household members.

Sudo,Suzukiand Yamada (2012) also report the same trefidat is, inequality of financial wealth,
like that of wage income, grew rapidly from 1984 to829fell for a decade, and again grew
moderately from1994 until 2009.The increase in inequality was driven by higdalth households,
say the top 5%. The wealth inequality in Japan is small compared to that in the, drfsl is

comparable to that in Canad

2.1.3 Poverty

Usingthe NSFIEwe calculate e proportion of people with incom&onsumption of less than half
the median income/consumptianFor the calculation, we divide eaclnousehold incomeor
consumption bythe square root of the number of h@ehold membersSamples with less than zero

taxable income, disposabledome, or consumption are dropped from the calculation

Figure 25 shows that poverty rates are higher whére rate is defined using income such as taxable
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income or disposable incom than whenthe rate is defined using consumption expenditufidne
poverty rate calculatedrom income dataof the NSFIEemains at around% On the other hand, the
poverty rate definedrom consumption expenditure ranges betwe8&fo and 6%l he reason wi the
poverty rate calculatedrom consumption expenditure is lower lsat somepeoplefacinganincome
drop can copeby reducing their savingby borrowing and/or by receiving other transfer incomés
sustan the same level of consumptiomhile otherpeople facingan income increase masestrain
expenditure to protect againduture shocks by raising savings, investmemd/or transferring to

others.
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Figure 25: Povertyratesaccording to theNSFIE
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Source! dzii Kaalbliatons using microdatsf NSFIE
Note: The figure shows the ratio of the number of people whose income is less than or equal to half of the
national median incomerorthe calculation household income and consumption expenditure are divided by

the square root of the number diouseholdmembers.

2.1.4. Public Assistanc@ublicLivelihood Ad) for Poor Families

In Jgan, publiclivelihood aidis calculatedon a household basisot an individualbasis The
government calculatesaffordable incomé for each householdand éminimum living cost mainly
based on family typelf affordable incomeis less than theninimum cost of living, public income
assistance idistributed to that household Affordable incomeincludesincome earningsall financial
assetsvalue ofreal estate social security benefitexceptpublicincome assistance eadtousehold
member can receiveand cash transfershousehold can receive from other extended family

members

Figure 26 showsthe historical trend of welfare recipients, where recipients are defiras those who
receive public assistance at least once a month,iacdlculated as the average number of recipients
everyyear. The figure shows thakecipientshavebeen increasingonsistentlysince the latter half in
1990s The rate of households r&iving public assistandeas recently overtaken the levei 197Q

Details of households living on welfare atescribed later in Chapter 5.
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Figure 26: Changes in theumber ofhouseholdsliving onwelfare
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Source: Care Reports of Welfare Administraiiptinistry of Health, Labour and Welfag2010)).
Note: The basshow the number of people living on welfare support, which is measured on the right axis. The

line shows th& percentage (number relative to 1,0@@rsong, which is measured on the leftiax

2.1.5 Educationalinequality

Table 2.1 shows thevarage yeas of educationfor various countriesJapan is ranked ithe higher
group. Figure 2.7 shows thathe Gini coefficient foryears ofeducdion becomessmalleras age
decreasedor groups agd between 60 and 85TheGini coefficientbecomes gradually highers age
decreasedor groups agd between 35 and 39, and becomes clearly higheas agedecreasedor
groups agd between 20 and 34Becauselapanesgeoplerarely go back to school onceey started
working, thistrend means thatthe inequality inyears ofeducation fell in the 1960s, started
increasingn the earlyl1970s andincreasedgraduallyfor three decades, expairy further from the

early2000s.

Tablel.1: Mean years of education
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Portugal 6.870
Spain 10.075
Italy 10.189
Hungary 10.488
Poland 10.493
Germany 10.524
Slovenia 10.889
Bulgaria 11.041
Switzerland 110148
Austria 11.458
Mean ¢ all countries 11.514
Sweden 11.63L
Belgium (Flanders) 11.794
Slovak Republic 11.795
Australia 11.835
Latvia 12.020
Finland 12.043
Ireland 12.056
Japan 12.148
Czech Republic 12.212
Denmark 12.571
Norway 12.844
Netherlands 12.880
France 12.909
Canada 14.412

Source: Internatioal Social Survey Programme (Mechi and Scervini (2010): A new dataset on educational

inequality).

Figure 27: Educationalinequality amongage groups
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Gini Coefficient of Eucational Years in Japan
(by Age group)
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Sourcelnternational Social Survey Programme (Mechi and Scervini (2010): A new dataset on educational
inequality).
Note: Ginicoefficients of yearsf educationare listed separately by birth cohoifthe weighted average of Gini

coefficients over all age groups is 0.103677, where the weight is the population in each age group.

2.1.6. LabouMarket Inequdity

Figure 28 showsthe malewage gapbetween90 percentileand 50 percentileof income distribution
while Figure 29 shows that between 50 percentile and 10 percentilks a general tendency of wage
inequality, until the miel990s, the wage income déffence decreased or remainathchangedfor
anyage groupbefore 60 years oldThis is observed both for 0% difference and 500% difference.
dnce 199, however, the trend$ave differed the 50-10%wagegap has apparently expanded, while
the 90-50% ga has been rather stablé. y Ay ONBF aS Ay WI LI yQa19%0s IS

has come withanincrease in the numbesf persons ifower wage groups.

For femalesthe trend is quite differentThe 9650% wage gap decreaseamaticallyafter 1987
and continued to follow adownward trend or remained unchangedfter 1995 Thisis attributed to
the Gender Equal Employment Opportunity Lpmemulgatedin 1986.The 5010% wage gap has

been rather stable, but increasepladuallyfrom the mid-1990s as itdid for males.

Figure 2.8: Log wage differences for men between the 90th and 50th percentiles
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SourceBasic Survey of Wage StructiiMinistry of Health, Labour, and Welfare).

Note: The figure depicts the average log wages across all industries acatiedtevel groups, separately by

birth cohort. Because the reported age categories in the original data set differ across years for those aged 60
and over, here we list figures only for those aged less than 60 years. All ages show the average for all age
including those aged 60 and over, which is not shown in the figure, so the figures for All ages may be higher

than those for other age groups.
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Figure 2.9: Log wage differences for men between the 50th and 10th
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Note: See the notdo the previous figure.

Figure 2.10: Log wage differences for women between the 90th and 50th
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Source: Basic Survey of Wage Structure (Ministry of Health, Labour, and Welfare).

Note: See the nte to the previous figure.
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Figure 2.11: Log wage differences for women between the 50th and 10th percentiles
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Source: Basic Survey of Wage Structure (Ministry of Health, Labour, and Welfare).

Note: See the notdo the previous figure.

What happenedin the labor marketthat lies behindhis increase in wagmequalityamonglow wage
groups? First, the unemployment rateskyrocketedfrom the mid-1990safter the economicbubble
burst Figure2.12 shows this trend clearlipoth for males and femalesDecompofg to age groups,
Figure 2.13 shows thahé siuation was more seriouor young mals. In Japan, wikers are, once
employed, protected byawsimposing severe requiremesibn employers layg off employeesand
by traditional employment schemes such e seniority system.Therefore young workers have

more difficulty enteringthe labor marketor moving to different jobs
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Figure2.12:Unemployment rate
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Figure2.13 Unemployment rate by age group and gender
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Source: Labor Force Survey (Ministry of Internal Affairs and Communications)

Note: The listed unemployment rates are based on official data for every February fi@@rd 2009.

Table 2.2 summarizabe trend of the employment rate.The total employment ratedecreasedoy
about 1%between 1983 and 198&nd increasa by abait 2.5% between 1989 and 199R then
started decreasing steadily after themonomicbubble burs: decreased by about 5%etween 1993

and2004.1t has remained aaround 58%since2007.

Figure 2.14 showsthe trend of the employment rate for malegPanel A)and females(Panel B)
separately byage group.The maleemployment rate inthe workingage popilation decreased in the

late 1990s. Especially ftmose aged 2534, it was about 95% in the early 199t declined to less

than 90% in the 2000&0r femalesthe employment rate increasefibr allage groups, but it is not at

I KA3IK f S J6éniployénéniirstefovvhdsdage® 564 was 60.1% in 2010L@bour market
statistics OECD Employment and Labour Market Statistics), which is lower than in North European
countries (7880%), the United States (62.4%), the United Kingdom (65.3%), and Get®galfp),

but isat the same level as France (59.7%).
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Table 2.2: Employment rate

Year Emgdoyment
rate (%)
Total Age 1524 2534 3544 4554 5564 over 65

1983 62.1 42.2 72.3 79.2 78.6 61.3 251
1984 61.7 41.6 72.5 79.1 78.7 60.5 24.3
1985 61.4 40.8 72.4 79.1 78.9 60.6 23.9
1986 61.1 40.9 72.4 79.2 79.0 60.2 234
1987 60.8 40.4 73.1 79.2 79.1 60.4 23.3
1988 61.0 40.5 73.8 79.6 80.1 60.7 235
1989 61.4 41.2 74.4 80.3 81.0 61.7 23.6
1990 61.9 42.2 75.1 80.8 81.6 62.9 241
1991 62.4 43.5 75.9 81.2 82.0 64.4 24.9
1992 62.6 44.5 76.2 81.4 825 64.6 25.1
1993 62.2 44.7 75.9 81.0 82.2 64.5 24.6
1994 61.8 45.0 75.8 80.5 81.9 63.7 24.5
1995 61.4 44.8 76.0 79.9 81.8 63.8 24.2
1996 61.4 45.1 76.6 79.9 81.9 63.6 23.8
1997 61.5 45.3 76.8 80.6 82.2 64.2 23.9
1998 60.7 44.6 76.1 79.8 81.7 63.7 23.3
1999 59.9 42.9 75.9 79.1 81.0 63.5 22.9
2000 59.5 42.8 76.0 79.0 80.7 62.8 221
2001 58.9 42.0 76.1 79.1 80.5 62.0 21.2
2002 57.9 41.0 75.8 78.4 79.9 61.7 20.9
2003 57.6 40.3 76.2 78.6 80.3 62.1 19.7
2004 57.6 40.0 77.0 78.5 80.5 63.1 19.4
2005 57.7 40.8 77.3 78.9 81.1 63.8 19.4
2006 57.9 41.3 78.0 79.4 81.7 64.7 19.4
2007 58.1 41.5 78.6 79.8 824 66.1 19.7

Source: Labour Force Survey (Statistics Bureau, Ministry of Internal Affairs and Coations)ic

Note: Employment rate = (Employed person/Population of 15 years old or more) * 100.
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Figure2.14:Employment rate by age group and gender
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In addition to this increase in the unemployment rate and decreasthénemployment rate, the
increase imon-standardworkers has rais# social issues related to inequalifyhe ratioin Japarof
non-standard employees such parttime workers, casualizedworkers, and contract workers has
increasedover the last three decadesThe share ohon-standardemployees was 15.3 percent in
1984 andreached 35.1 percent in 201Bigure 215 shows this trendin the case ofhe female labor

force, more than half araow non-standardemployees.

As for males, the share obn-standardemployees was very lawA dramaticchange in the ratio of
non-standad employees among males occurred around the mit990s. Before 1995, the
non-standardratio for maleswas stable at roughly 8 percerfthe ratio started to increase after 1996
andreachedabout 18 percent in 2009 his change is prominent among prirage nen. Before 2005
most Japanese prime age msleorked as regular employee3he percentage ohon-standard
employees among malswas about 3 percent before 200Borthe maleage group 25 to 34, the ratio
of non-standardemployees started to increase in 9® andreachedl13 percent in 2005. The ratio for

the age group 35 to 54 started to increase in 2000 esathedabout 8 percent by the mi@000s.

Page27



GINICountry Reporfapan

Figure 2.15: Proportion of nostandardworkers among all employees

(%)
60

50

40 __

30 |

20

10

SourceThe Special Survey of the Labé-orce Surve§1984;2001), and_abour Force Survgg2002;present)
(both by Ministry of Health, Labour, and Welfare).
Note: The figure shows the ratio of n@tandard workers to employees, excluding executives of companies or

corporations. Norstandard wakers include partime workers, contract employees, awdsualizedvorkers.

2 KSy RAaOdzzaaAy3d WFHLIyQa tF062N YFN]LSG AySldz £ Ade:
between parttime employees and fulime employees.Figure 216 shows the incora inequality

between the two.During the period from 1980 to 2002, the hourly wage rate received bytjpaet

employees declinedontinually compared to that of fultime employees.In the 2000s, partime

hourly wages appeared to increase slightly, butendgemale) partime employees are paid only half

(60%) as much as fdiime employeesThis slight increase has not mitigated large increases in the

share ofnon-standardworkerseither of menor women.

Page28



GINICountry Reporfapan

Figure 2.16: Proportion of hourly wage for patime workers compared with fultime workers
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SourceBasic Survey of Wage Structure (Ministry of Health, Labour, and Welfare).

Note: The ratio of hourly wage includes bomssor part-time workers relative to fultime workers.

To summarize this subedion, the increase irnthe unemployed, and the increase non-standard
workers such as pattme workers casualizedvorkers, ad workers with shorAterm contracts may
have broughtaboutthe increase in wagenequalitythroughoutsociety.The next sectiomgives more
fundamental reasons for changes in income and wage inequatiscomposing inequality and

poverty by educational groups and age groups.

2.2.Whom has it Affected?

2.2.1. Wagdnequality between Different Education Groupgs Sable, but Wagelnequality within

Groupsis Increasing

How are educational attainments relate to the increase in wage inequality?gure 217, which is
from Kawaguchi and Mori (2008), indicatémat wage inequality is stablen spite of the increase in

inequalityof yearsof education which isnoted in the previoussection We cannot observe greater
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disparity among different educational group®r wages. This diffes from the findingsin other
countriessuch aghe US andhe UK.One possible explanation is that mopeople attained higher
education so the labor supplyof highly educated people increased during the same tiasethere
was labor demandfor highly educated peoplé adjust for highettechnologiesand to compete in

globalization.

Figure 217: Wage diferential between college and high school graduates
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Source: Kawaguchi and Mori (2008; Figure 5. Panel E: Relative Wage Rate).
Note: Horizontal axis shows calendar year, and each line of the figure indicates wage differential between

college and high sclob graduates, grouped by age range.

Figure 218 shows how wage inequality has changaahong college or university graduates since
1980.Wage inequalitywithin the same educational groups lzece larger after 199@or almost all
age groups excephat aged 60-64. Kambayashi, Kawagu¢hind Yokoyama (2008)soexplained that
the increase in the withigroup variance contributed to the wage disparity for mailesthe late
1990s Thus, the expansion of wage inequality within college/university groups, bubetwveen

educational groups, led talarger wage gap after the miti990s in the entire country.

Figure 218:Log wage difference for male college graduates between the 90th and 10th percentiles
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Note: The dotted line indicates average log wages across all age groups.

Asadditional informationwage inequality between males and females baen steadilydecreasing

in JapanFigure 2.9 showsthat this tendency is founih all educational groups.
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Figure 2.B: Male-female wage differential by educational group
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Source: Basic Survey of Wage Structure (Ministry of Health, Labour, and Welfare).
Note: The figure shows the difference in log of monthly contract earningsgofiar employees between males

and females.

2.2.2. Inequality Increasesas Population Ages

Figure 220 showsGini coefficiens by age groups over timdt shows a similar pattern for the periods
when parent and child live togethdncome disparity exginded for age groups between late 20s to
the 30s, and for the age group betweend9 years old, whereas such an expansion is not observed

for thoseaged over 55.

Figure 221 shows consumption inequality by age group over tiriee disparityin consumptbn
expenditure is increasing for the following age groups: i) children under 20 years old and ii) their
LI NByGaQ | 3S y@aPotrlherd i norsignifica@ change in consumption disparity for
the over 50years old age groupn the 35 to 49-years old age group, a wider consumption disparity

is observed, although a major change in income disparity is not observed.
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Figure 220: Gini coefficient beforetax income by age group

0,34
0,32 /\
& 0,30
G Y
£ 0,28
=N
00,24
0,22
0,20
S S S S S T T I R I T P
P ISP PP T FT P E SN
01084 —2-1984 —%-2004
{(2dNDSY | dziK2NEQ OFf Odzf F §A2FA dzaAy3 YAONR REGE

it 18y

Note: For the calculation, household income and consumption are divided by the square root of the number of

household members.

Figure2.21: Gini coefficient of consumption expenditure by age group
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As for inequality in wealthigure2.22 shows thatthe early 20s ad over 50years old groupbadthe
largest disparities in financial asséts1984 However, by 2004, this asset dispatitgd widened for
children under 10years old and the 250 39years old age groupsyhile financial asset disparity
narrowed for the over 5§ears old age grouf-hispartly explairs the major difference between the
trend of income disparity and consumptiatisparity by age grouphown in Figure2.20 and 221.

That isthe difference in age profile of income and consumption inequality among age groups may be

attributed to the trend of financial assetsy age group.

Figure2.22: Gini coefficient of finan@l asset holdings by age group
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Note: See the notéo the previous figure.

2.2.3Whoare Poor?

As is easily predicted, the poverty rate is higher among the gldeoups.The imporant feature in
Japan is, howevethat the poverty rateincreasessharplyamong workingages who have children.

Comprehensive Survey on Living Condit{digistry of Health, Labour and Welfare (2010)) shows
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that the poverty rate hasincreasedamong workitg agesrom 10.3% of total households classifiesl
poor (those whohaveless than halthe median incomeof the entire country) in 1985 to 14.6% in

2009

Figure 2.3 shows therelative povertyrate measured by incomewhere the poverty threshold is
households withan annual income less than 50% of the median equivalent household incbiee
figure shows that high poverty rates based on disposable income are observed for three age groups:

the over 60years old elderly group, the late 20s to early 30s grauna under 16/ears old group.

It is notable that the poverty ratdropped significantlyn the eldety group between 1984 and 1989.
It is also notable that,rém the late 1990s to the 2000s, the poverty ratereasedfor the 25 to
35years old age grp and the under 1§ears old age groupn particular, it is marked by a rise in

the poverty rate for the underyears old group.

The same implication is foundhen measuring povertyusingconsumptionexpenditure Figure 2.2
shows that the poverty ratéor the elderly measuretty consumption expenditure dropped frothe
mid- to late-1980s, and hasot shown a major change since thévieanwhile, the poverty rates for
the 25 to 35-years old age group and under-¢8ars old age group continued to rise daghout the
1990s.As showrby income the three groups with the highest poverty rates are the elderly over 70
years old,those in their20s and 30s, rad the under 1Gyears old age group, buhe rise in the

poverty rate isespeciallylargefor children urder five.

The poverty rate among the elderly shows a declining trend, but it still remains at a high level
compared to other age group¥hisrapid increase in the proportioaf the elderly in the population
make poverty rates look high in the old age @peacrosssociety However,a striking feature othe
recent change is the emergence of new povestiicken groups: the under Iears old children
group and their parents in the 250 35years old group.The serious situatia of younger

households musnot be overlooked even ianageing society.

Page35



GINICountry Reporfdapan

Figure 223: Povertyrates calculated by disposablencome
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Note: The figure shows the ratio of the number of people whose income ithi@sor equal to half of the
national median income. For calculation, household income and consumption is divided by square root of the

number of household members.
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Figure 224: Poverty rates calculated by onsumption

0,14

0,12

90,10

&

a0,08 — -

® 0,06 , -

[e]

o

0,04 o ¢

0,02

0,00
S ~ S VR - SN S S I T T T T~ NP S - S S
N2 S - VS VRN A R~ oS R > SR - RN ~ SR - A \ v

NN A SRS\ R R ST \S S SR SRS A S AN A
—0—1984 —@—1994 2004

{ 2dzNOSY ! dzi K 2 Ngnficro@atd taketfronitiNBSRE  dza
Note: The figure shows the ratio of the number of people whose consumption expenditure is less than or equal
to half of the national median. For the calculation, household consumption is divided by the square rost of th

number of household members.

Figure 2.B shows the age distribution of the poor over time, which is how many people are poor
within each age groupJnlike previous figures showing the poverty ratghin the entire population,

this figure indicates thapoverty is fairly high ands getting more serious among the younger age
groups” In other words,looking at the issuef the poverty rate within the same age group as a
benchmark, it is the children and their parents who are suffering from more serioeexty problem

than before.There is more to this issue than the figures indicate

* Because the limited number of samples for those aged over 75 gives unstable results in this group, we should

focus on the figures for groups younger than 74.
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Figure 2.5: Age distribution of the por: percentage of poor within age group
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income is less than or equal to the national median income, after taking equivalent scale of income (household

income is divided by the square root of the number ofikehold members).

2.2.4Who Receives Public Income Assistafice

Figure 2.8 shows that thenumber of recipients of public income assistance has increased among
those aged over 6(Note here that the population of this age groigalsoincreasing The rato of
recipients rapidly increases among younger generations: the nusdfeecipients aged betwee0

and 39, andbetween0 and 19 years oldhave increasedalthough the ppulation in these age groups

is decreasingsignificantly(Figure 227). Accordingto Care Reports of Welfare Administrati(#010),

the percentage ofecipients working ason-standardemployeeqdaylaborersor sidejob workers) is

increasing
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Figure2.26: Welfare recipients by family type (monthly\erage)
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Note: The number of individuals is measuredtia vertical axis.

Figure2.27: Welfarerecipients by age group
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Note: The number of individuais measured otthe vertical axis.
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2.3. Chapter Conclusion: Wy haslnequality Growr?

The degres of inequality of income and consumption, measuré®m individual data, have
increasedslighty in 1980s, and have increasedignificantly after the lattr half of 1990sSuch an
increase in individual income disparitysulted mainly from population aging as a lortgrm trend.
Becausericome disparity withiranage group is high among the eldedyd because the elderly tend
to have lower incomethe inaease in older people leads ®rise in income inequalityacrossthe
entire country. This is also found ithe poverty rate.Becauseahe poverty rate withinthe elder group

is generally highthe poverty rateof the entire country has naturally increasatbng with population
aging

In addition to thisagestructure dange, the decline in income level amaothg lower income group
of societyas a wholecontributed to the increase in income inequalitythe late 1990sThe widening

wagegap isassociated \th the decreasing male employment rasdthe increasing unemployment
rate of the workingage populationsincethe late 1990sMoreover, the rise in the share of male

non-standardemployeesalso aldedto the increase irthe wagegap.

The increasing rat®f male non-standardemployees is due tdhe employment adjustmentthat

started in earnest from 1995 after theconomic bubble burst.In Japan, fultime permanent

employees benefit from a high level of job security, whera@asmployment adjustment targed at
non-standardworkers is carried outelatively easilyln response to the economic recession, many
Japanese companies avoided employingtfole employees in favor of patime employees because

of a sizable cost ain employment adjustmentBecaus nonstandardS Y LJt 28 SSaQ | gdSNIF 38
are lower than those of fulime employees, increasingon-standardemployment and labor market

segmentatiorhaveled to awideningof the income gap.

Although skilkbiased technological changes have occurrdte wage gap between educational
groups hasbeen stablebecauseboth labor supply and demand for workers with higher education

have increasedn comparison, wage income inequality within educaal grou has expanded.
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Changes in family structureare also one possiblereason for wider household income gapghe
increases in relatively poor old singles (or couples), relatively poor young siagtesingleparent
households led teexpandedincome inequality among householdd/e will seethese changes in

family formationlaterin the next chapter.
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3. Social Impacts of Inequality

3.1. Introduction

Inequality affects society in many aspedf¢e first focus orpeople under eertain living standard:
those whosuffer from material deprivationand the homeless.These topics areloselyrelated to
family formation, so w describe how familformation has changed over tim&/e also describe how

many households owhousing summarizing changén the price of land.

As another social impact, we will pick eqime, showing how crime rates have changed, summarizing
the economic downturn over timeNe further show the relationship between youthroé and the

economic situatiorof households

Inequality should be measuredot only monetarily but also from physicd and psychological
conditions.We report the situation of health inequality in the country owemperiod ofyears.We
then show how it is related to economic conditioms.the final section, we summarizghanges in

subjective measureof welfare.

3.2.Cumulative Disadvantage and Multidimensional Measures of Poverty

3.2.1. Material Deprivation

Figure 3.1 shows the percentage of peopleth difficulty affording daily food, medical and
health-care goodsand clothingneeded by damily. Among selected GED countries, Japamasthe
lowest proportion of deprivation in angf thesethree aspectsHowever, as Abe (2006) points out,
arelativeg deprivation, which is the conditiowherebythe expected standard of living is not satisfied
due to a lack of the necssary resources, may be high in Jap&slative deprivation seems to be
higher among working householdsspeciallythosewith small children.
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Figure 3.1Financial difficuly meeting everyday expenses (2000)

%nﬂhhﬂ“ﬂﬂ

Japan Germany France Czech Canada Italy United United Poland Mexico Turkey
Rep. Kingdom States
m Not able to buy food the family needed
m Not able to pay for medical and health care the family needed
Not able to buy clothing the family needed

Source: Measures of Material DeprivationdECD countries (OECD (2006); Figure 2).
Note: Original dataare from the Pew Global Attitude ProjecThe figure indicates percentages of individuals

reporting three types of financial difficulty in meeting everyday expenses.

3.2.2 Changes ilNumber of Homeless

We next look at extremely poor peopligie homelessAccording tahe National survey on thActual
Conditionsof the HomelesgMinistry of Health, Labour, and Welfare (2012) number of homeless
peoplehas been decreasingigure 3.2)However other statistics from the same survey indicate that
the number of people who have been homeless fower five years has beenincreasing.The

structurallynomelessnay beincreasing.
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Figure3.2: Number ofhomeless
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SourceNational Survey on the Actu@€onditions of the Homeless (MHLW (2012)).

Survey on théctual Conditionsf the Homeleszompiled by Ministry of Health, Labour, and Welfare
(2012)summarizes the situation of the homeless, using large sangflBemeless peopldt reports
that the number of homelesgeople aged over 60 is increasingducational level is not very low:
more than half ofall homelesshave educational levelsbove high school.About 60% are actually
working.However, the amount of earnisghas been decreasing, ahdsstayedat quite a low level:

about 80% of workers earn less than 5,000 yen (about 50 dollars) per month.

In this sampleat least the homeless do not always hapeor health. The most serious problem is
perhaps that hose wholeave dlife of homelessnesare decreasing, and those wiilemainhomeless
are increasingaccording tcsamples between 2003 and 200¥though the number of homeless, on
average, decreasaiuring aneconomic upturn, some people firtddifficult getting out ofahomeless

stateonce they becomehomeless.
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3.3. FamilyFormationand Breakdown Lone Parenthoogand Fertility

When we analyze historical charsgef household income inequality, we havenote change inthe
distribution of household siz&.he distribution of household size$ changedubstantiallyin Japan:
the percentage of singlsember households increased frab8% in 1980 to 24% in 20dBuringthe
same period, the average number of household members decreased frofh t8.2.7%4 The

percentage of households with one ava members increased from 34% in 1980 to 53% in 2005.

3.3.1. Changes in Family Type

The trend of a decrease in household size can be broken dotenspecific changes in family
formation. Comprehensive Survey of Living ConditidvislLW) shows historical changes in family
types. Here, family types are categped as follows: 1. Omngerson Households; 2. Nuclear
Households, which include (a) Married couple only, (b) Married couple with child(ren), and (c) One
Parent with child(ren); 3. Thregeneration Households, and @thers.We summarize the statistics in

this subsection.

There are two apparent changes in family structure, especially after 198&, the number of
three-generation households (where grandparent(s), parengsll child(ren) caeside together) has
decreasedsharply Second, the number ofingles has increasegreatly The rumber of nuclear
householdsalso increased aftathe 1970s, buthe rate of increase has beeslowingrecently. These

features are shown in Figure 3.3.

Figure 3.4 reports changes ithe shares of family type withimudear householdsThe share of
married couples wittdependent child(ren) and thregenemtion households have decreased, while

the numbers of married couples without children and singles have increased.

Figure 33: Number of louseholds by family ype
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Figure 34: Shareof households bynuclearfamily type (detailed split of nuclear families)
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Note: The sampléor Hyogo prefecture is not included in 1995, whbe Hyogo Earthquakeccurred

3.3.2. Rates of Marriagebivorces and Fertility

Marriage rates have beedeclining sinceghe early 1970s. The rate of declinehas slowedrecently
(Figure 3.5)Divorce rates increasegheakingin 2003, and dropped a littlsubsequentlyFigure 3.6)
Economic conditios might be related tofewer marriages and more divorcs, althougha detailed
analysigequiresfuture researchEconomic conditios) especiallyhe labor market,havebeen severe
during the mid1990s andearly 2000s. High divorce rates around that time might be due to a
household head not eaing enough money, and low marriage rates aroundtttime might be due

to young people not eaing enough money to get married.

In Japan, fertility rates areloselyrelated to marriage rateshecausemany people give birth after
getting married.The lower marriage rates thus simply led to lower fertiligges. This is shown in
Figure 3.7Higher female wageand greaterlabor supply, compared to the past, also contributed to

lower fertility rates. That is,the economic downturndecreasedmale workers with highwvages
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compared to the past, anthcreasedfemale workers with low wagecompared to the pastwhich
might havelowered fertility rates. Furthermore, an increase in uncertairapout the future maylead

young peopldgo havefewer children

Figure 35: Marriagerates (number of coupleper 1000persong
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Source: Vital Statics (Ministry of Health, Labour and Welfare (2010)).

Figure 36: Divorcerates (number of coupleper 1000persong
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Figure 37: Total fertility rates
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Source: Vital Statics (Ministry of Health, Labour and Welfare (2010)).

3.4. Housing Tenure

One of the important expendites affectinga K 2 dza S Kvihg staxtard iexpenditure on busing
As is well knowmand clearly shown in Figure 3@&ces of land and housing declined dramaticaily
the early 19909 the end ofthe economic bubbleSubsequentlyprices have moved cyclicallythin
a narrow rangeThey roseauntil 1998,fell from 2004,rose againfrom 2007,and fell until2010.They

have since remained around the sae level.

Figure 3 showsthat homeownership deated from 1980 until 1995 (precisely, untie time point
between 1995 and 1997)hen increased, andemainedat a high levelsince2005 according tothe
Population Census Survéthe Statistics Bureau, Management and Coordination Agentiye
percentag of households with homeownership in 20d@sabout 61%which is a little lower than

that inthe 1970s.
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Figure 38: Changsin residential nd pricesfrom previous year (% change)
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Note: The land priceurveyon the 1st of July repostthe average land price in each prefecture based on price
at all the survey pointshroughoutJapanThe figure shows theate of changeof land prices for dwellings

averagedacrosslapan.

Figure 39: Rates ofhomeownership
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3.5. Crime andPunishment

This section summarizélse broader social impact of inequalitythe effecs on crime.Becausehere
are no microdata on crime and punishmeim Japan we cannot examin¢he effects of household
welfareon the behavior of committing crinseWe summarize macro statistics on crimaes, mainly
usingannual reportsof the government rovided byNational Policy Agencygnd attempt to explain

the relationship between economiconditiors and crime.

3.5.1. Changsin Crime Rates

Figure 310 shows changein crime rates by type of offeles since1975.Total penal ode crimes are
classified into fiveffenses 1: larcenyoffenses 2: feloniousoffenses(homicide, robbery, arsg rape)
3: violent offenses(violence, bodily injury, intimidation, extortion}t: intellectual offenses(fraud,

embezzlement, counterfeiting, official corruption, breach of trusihd5: moral offenses(gambling,

indecency).

The crime rate is definedsahe number of cases known to the police (hnumber of cases for which the
occurrence of crime was recognized by notificatidrvictim, complaint, prosecutiorand othes) per

1,000persons
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Figure 310: Crimerates
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Source: Criminal Statistics (The atl Police Agency).
Note: Total penal code crimes and larceny offenses are measured on the left axis, while felony, violent,

intellectual, and moral offenses are measured on the right axis.

The fgures indicate that the total crime rate (aggregated ovell kinds of crimeshas increased
dramaticallysince1998 This coincides with the timtine labor marketslumped The highest share of
total crime isoccupied bylarcenyoffenses which started increasing rapidly in 1998, peaked in 2003,
and has beendeaeasingsince then Other crime ratesshow different trends intellectual offenses
decrease durin@ recession and increase durilrgooom; violent offenseshave decreased gradually

since 1975, butosesuddenlyfrom 2000, decreagsgagainfrom 2007.

Accoding to Ohtake and Kohara (2010) and Kawashima (2012), an increase in inequalitytiairing
1970s andhe 1990s raised crime rate$his is causal ithe sense that the effect remained even after

removingthe time trend and changes in unobserved heterogiies over the period.
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3.5.2. WhoCommits Crime®

To understand who comndtcrimes, we summarize the characteristics of npwsonerswho started
serving jailsentences Among mals convictedof larceny, the percentagacreased amonghose
aged ovel60 (Figure 311). Convictions forobbery and fraud incresed among youngeople in their
20s Amongfemales, the number is quitdow, so we have to be careful about finding a genérand,
but convictons for larcenyincreased especially among the eldeidom 2007. This is very different

from the experience withmales: males convictedof anyoffensesdecreased during this period.

Figure 312 shows that junior high school graduates (apdunge) accounted for42% of new
convictons in 2010, which is thiargest share of total new convions. However, the shargof high

school dropouts and high school graduates have increakatply sinc007.

b S$6 LINM are sp&iidally defined as inmates whose judgments were finalized, and entered an
institution for the first time during the survey year (1st of January until 31st of December in the survey year) to

serve a sentence.
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Figure 311: Newprisoners
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http://www.moj. go.jp/housei/toukei/toukei_ichiich_kousei.html)
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Figure 312: New prisonersby education ével
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Source: Statistical Survey on Correction (Ministry of Justice;

http://www.moj.go.jp/housei/toukei/toukei_ichiran_kousei.html)

3.5.3. Youth Crime

Figure 313 shows thatthe number of male inmates of juvenile prisotlecreasedrom 2004, and the
number of female inmates decreasédm 2006.In contrast the percentage of younger inmates such
as malsaged 14, 15and 16, and femakaged 14are increasing aa percentage ofotal inmates of

juvenile prisos.

Slitting these inmates intotheir familyQ &.J NB g¢con@riic classes, the largest share is fiot
rich but not pook families. We also cannot seean increase in young inmates from poor families
(Fgure 3.14) We needto investigatein more detail to conclude relationship between youth crime

and household economic conditions

Figure 313: New juvenileprisonersby age
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Panel A Male
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Source: Statistical Survey on Treatmehdovenile Delinquents (Ministry of Justice).
Note: Juvenilg@risonersrefer to inmates of prisosor reform and training schosunder the provision of Article
56 of the Juvenile Law.

Figure 314: Newjuvenile prisonersby household economiclasses

Pages7



GINICountry Reporfdapan
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e

2009

2010 m
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Source: Statistical Survey on Treatment of Juvenile Delinquents (Ministry of Justice).
Note: Juvenilg@risonersrefer to inmates of prisosor reform and training schosuinder the provision of Article

56 of the Juvenile Law.

3.6. Health inequalities

Inequality shouldalsobe measuren a normonetary baseWe pick up health as an example, and

summarizechangesin healthinequalitiesover time.

3.6.1. Historical Changes in Health

WI LJllif¢" @@ectancy has increaséal over four decadesand now isthe longest in the worldlt is

generally said thathe Japanese dieis a factor but public health services may also contribuiée

~ s
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Figure3.15: Life epectancy at birth by gender
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Secretariat, MHLW).

Note: People born in Okinawa prefecture are excluttech calculations before 1970.

Health is not onl measured by life expectandyiving actively is another importanteasureof health
Comprehensive Survey on Living Condit{dMisLW)enquires aboutd & $epofted state of K S £ (1 K €
I YR & F NBvipitz®g dodor Zh€report datesthat about 8% ofespondents had some health
problenms and went to clinics or hospitals in 201The report also shows thatthe number of
unhealthy people increased between 1998 and 2007, sutlskequentlydecreased Considered that

WI LJlegbridenywas in afairly severestate between 1998 and 2001, relatively goethte between

2001 and 2007, andubsequently ira little worsestate, the state of health of peopleseems not to

move simply in accordance witheconomic onditions, although he increase in the numbeof

unhealtty people may be palgt due to populatioraging

Comprehensive Survey on Living Conditadss asksespondents about their health consciousness
and subjective health condition&igure 316 shows differencein subjective health betweethose

with different educational attainmentsPeople with low educational levels repam unhealthystate,
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compared to those witha higher education.Economic inequality might be related to health

inequality.

Figure 316: Subjectivehealth status by educational tiainments (2010)
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SourceComprehensive Survey on Living ConditigvslLW (2010)).

3.6.2. Causesf Death

Mental health problers are becomingserious in JaparCompared to other OECD countries, Japan
has relatively high suicide rates (Figurel3). This is mog apparent when weomparethe rate of
homicides, which is absolutely lower thathose of other countries (Figure 38). Suicide rates

showed arincrease in inequalitetween2002 and 2008.
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Figure 317: Deaths by sicide
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burden_disease/estimates_countr

Source: Global burden of disea@VHODept.of Measurement and Health Information (2002, 2004 and 2008);
Page6l

Note: Suicide rate is defined as the number of deathusedy selfinflicted injuries per 100@ersons

http://www.who.int/healthinfo/global



GINICountry Reporfapan

Figure 318: Deaths by lomicide
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Source: Global burden of disease (WHEpt.of Measurement and Health Information (2002, 2004 and 2008);

http://www.who.int/healthinfo/global_burden_disease/estimates_country/en/index.html)

Note: Homicide rate idefined as the number of deastby violence per 100persons

welook at

To examine the relationship between suicide rates and economic consligiomequality,

changes irsuicide ratesnore in detail. Quicide ratesncreasedand remainedat a high levé from the

latter half of 1990s when a serious recession started and labor market deteriorbtating the

recession between 1995 and 2005, suicide rates increased rapidly among +aigdiepersonsand

older persons After 2005,suicide ratesncreasel among the young both in mle and female groups.
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The rate of increase i©ighamong young females.

Figure 319: Rates ofdeaths bysuicide
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Source: Vital Statistics (Ministry of Health, Labour and Welfare).

Note: The figuretsows rates of deathsaused bysuicide to total deaths.
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3.7. SubjectiveMeasuresof Well-being, Satisfaction and Happiness

In Comprehensive Survey on Living ConditidMmsLW) respondentsare asked "how would you
describeyour living conditions?Posdble answes | NXery dar® éhardg 2 Ndotdnard but not easy,
ceasy or dvery easy. All tables and figures this sectionwere originally publishedin the annual

report: Comprehensive Survey on Living Conditions

According to Figure 3.28ubjectivemeasures of living condition®ased on this survegeteriorated
from 1992 to 2004Thosehouseholdsvho answeredinot hard but not easydecreased, while those

who answeredhard or avery hard increasedsharply

Figure 31 is split into four income ups from bottom income groupl to top IV).Those who
answeed @ @S NB K I NIbrea2dNihathifcomeRous, but the increaseis larger in lower
groups than in higher group®isparity in subjective welleing might become larger than actual

inequality in olservedwell-being such as levslof income and consumption

Figure 32 is split into age groupsYounger people, especiallifose in their30s and 40s, may be
experiencinghard living conditions, compared to the eldeffiigure 33 splits he sample into types
of employment.Those who work as fixegrm employees arexperiencingelatively bad economic
conditions, and their deterioration rates are highhe situation is especialleriousfor those who

haveemploymentcontractsof less tharone month.
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Figure 320: Living onditions

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

1998

2004

mVery hard mHard mNothard but not easy m Easy © Very easy

SourceComprehensive Survey on Living ConditigMkILW (2010)).

Figure 321:Livingconditions by incomequintiles
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SourceComprehensive Survey on Living ConditigMkILW (2010)).
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Figure 322: Livingconditions by age ofhousehold lead
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Figure 323: Livingconditions by householdhead'semployment status
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3.8.ChapterConclusion Social Impactsof Inequality

In this chapter, we first showed that the number of homeless has decresined2000,aseconomic
conditionsimprovedcompared tothe severe condition of the late 1990sHowever, the problem of
the homeless may nobe solved: more homelespeople are not workng and haveremained
homeless for longer than befor&Ve then showed changean family typesFamily types comprising
independent elderly households and single parent households as well apessen householsl

(singles) have been increasing.

Residential land pricedropped sharplyin the early 1990s the end ofthe economic bubbleThey
increasedslightly during the first halfof the 20005, but decreasedlightly againafter 2008.Home

ownershiphas changedth parallelwith theseprice change.

The total crime rate increased durintpe serious recession ithe 1990s, but decreased consistently
in the 2000s.Negative economic shocks and incredgeequality may raise crime rategjthough

statistics on youth éme indicate that inmates are not always from poor families

Next, we showed the relationship between health and economic conditidtdthoughlife expectancy
has become longeeven during serious recessgrhealthas measured bgn active healhy life or a
subjective measure of healtmight bedeterioratingalong withthe economic downturnOne serious
health problem is an increase mental health problers, which is reflected bgnincrease irsuicide
rates. Suicide rates in Japan arelatively high @mpared to other countriesDuring the recession
between 1995 and 200%hey increased rapidly among the middégyedand elderly, and since2005,
suicide ratesamong young people have been increasiniis coincides witlthe fact that the severe
economic onditions after the Asian financiatrisesaffected the employment of middiaged people

andthe recent recessiomfter 2007 affected the emplayent of young people.

Finally, household®ubjective welfareat all ageslecreasedduring the1990s and 20004.his is more

apparent among singlparent households and those who work as fbamhtractemployees.
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Political and Cultural Impacts

4.1. Introduction

How do Japanese people relate to society? this section we first look at votingbehavior and
memberships of organizatios in society We then look athe extent to whichpeople trust others and
institutions. We further summarize political views and legitimakythe final section, we shoihe
extent to whichpeople support governmenolicies especidly redistribution policies towar@ more

equal society.

4.2. Political and Civic Participation

When inequality increases people may tend to participate in political activities to redress
deteriorating differentials in a societipata onVoter Turnoutn Visual Fornmeports thatthe average
electord turnout in general electionfas beer66.64%soon afterWorld War |l (70.47% for the House
of Representatives and 62.46% for the HouseCofincilors) Hgure 4.1 shows that the rates are
roughly ona downward trend for either houseA closer look at changssincethe late 1990showever,
shows thatthere hasbeenarecovery This may reflecgreaterinterest in government policieandin

growing inequality and uncertainggboutthe future.

OECD Social liedtors (2011)alsoreport the average voting rates of major countriésccording to
this report, the Japanese average voting rdta the most recent electionn 2011 was about 67%,
which is slightiyower thanthe OECD averagd 70% Althougha decreasig voting rate is soméhes
discussed as a problem in many countribst report shows thathe decreasérasnot beenso lage

in Japan

The difference in voting rates between educated people and less educated peaoplelasge(Figure
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4.1 -Panel A In contrast, the difference between older people and young people is [&igere 4.2
-Panel B. This is an important aspect when dissimg policy toward inequality. Althoughequality is
becoming a serious probleramong the young relative to the elderlythe policy required for
inequalityrelated problems may not be adopted if differentials in voting between the young and the

old are na improved.

Figure 41: Percentage of total electorate turout at general elections
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SourceData on Voter Turnout in Visual Form (March 2012): Mede Miru Touhyouritsu in Japaleeser{E
Department, Ministry of Internal Affairs and Communications;
http://www.soumu.go.jp/main_content/000153570.pdf)

Note: General electionfor the House of Representatives are held every four ydarscan be helaarlierif the
lower house is dissolved, and elections to the House of Councilors are held every thied lgedines in the

figure is are drawn simply by connecting eaclhefdata points.
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Figure 42: Percentagepoint differencesin voting rates(most recent election)
Panel A: Between people with high and low education levels
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Figure 42: Percentagepoint differencesin voting rates (most recent election)
Panel B: Between those aged 55+ years and those age@3 §ears
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Source: Society at a Glance: OECD Social Indicators (OECD (2011);
http://www.oecd-ilibrary.org/socialissuesmigration-health/socidy-at-a-glance2011_soc_glanc2011-en)

Note: The original figures for Panel A and B are CO4.2 and CO4.3, respectively, in the source data.
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4.3. UnionizedNorkforce

The &bor unionzation rate hasdeclinedsignificantly,especiallysince thelate 1970s(Figure4.4).
Behind thisdownward trendis a change iWl LJ- Yy Qa  Sconditicd2A¥ Segriiin Chapter 2,
regular fulltime workershave decreased anchon-standardpart-time workershave increasedsince

the late 1990s.

Figure4.3: Percentage of workfore unionized
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Source: The number of union employees is from Basic Survey on Labour Unions (MHLW), and the number of
employees is from Labour Force Survey (Statistic Bureau).
Note: The figure shows the ratio of the number of employedalior unions relatve to the total number of

employees in Japan.

Adecline in the rate of union participation is also observed in the following fidgigare 4.4 shows
the kinds of voluntary organizations and activitiés whichJapaneseeopleparticipate andchanges
in the 1990s.The big changes between 1990 and 2000zdecreasan laborunions andan increase
in religious groupsAn increase in religious groups may reflect an increase in social and economic

instabilityor uncertainty, whichmight be related to an in@ase in Inequality.
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Figure 4.4: Rates of participation in civic activities
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Source: World Values Survey (WVS (1990, 2000)).

Note: The figure summaries answers to the question "Please look carefully at the following list of voluntary

organizations ad activities and say...which, if any, do you belong to?"

4.4. Trust in Others and imktitutions

The OECI2010)hassome measuresf social cohesionAccording to this reportWl LJlinde® af

aTrust in Otheréis slightlyhigher thanthe OECD averagé high level of trust in othermeans thata

large number of people answer yes to the questiod Sy S NJ f f, wouldiyloiSday thay/ riost

people can be trusted or that you need to be very cargfbbnRS I f Ay 3 G A (K

LIS2 LI SK¢

Theincreasein trust between 1998 and 2007 islativelylarge for JapaifFigure 4.6)The turnover of

economic conditions during this period miag attributed to this change.
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Figure 4.5: Percentage of people expressing high level of trust in others

Denmark
Finland
Norway
Estonia

New Zealand
Belgium
Spain
Germany
OECD
Ireland
Slovenia
Poland
Hungary
Greece
Mexico

Chile

0 10 20 30 40 50 60 70 80 90  100%)

Source: EuropeaS8ocial Survey (ESS) (2008 wave 4) for @ipe and the International Social Survey

Programme (ISSP) (2007 wave) for+@BCD Europe (OECD (2010))

Note: Trustdatared  a SR 2y (KS |j dzS & (,weéuid You saptBay rioltipdopleicansbeJS | 1 A y 3
trusted or that you need to be very carefwhenR S I f A y 3 ¢ DiiteKrefdrdd 2007 fdd Kedv Zealand,

Mexico, Australia, Austria, Japan, Korea, Ireland, United StaiesChile.
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4

Figure 4.6: Average annual percentage point chakgy’ & ¢ NHdza G Ay hUKSNAE

Japan
Slovak Republic
Ireland
Belgium
Slovenia
Austria
Greece
OECD
Netherlands
Spain
Finland
Denmark

Chile

Portugal

-2 -1,5 -1 -0,5 0 0,5 1 15 2 2,5 3 3,5

Source: European Social Sur(E$¥ International Social Survey Program(t®SE, Income Distribution and
Poverty in OECD Countries (OECD (2008); www.oecd.org/els/social/inequality).

Note: Change refers to 1998/2007: Slovak Republic, Switzerland, NdandeAustralia, Austria, Japan, Ireland,
United States and Chile; 2002/2008 for the other countries.
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4.5. Political Values andlegitimacy

What are Japanese political valued” summarize statistics related to this topic, usifgpanese
General Socialudvey (JGSS hereafter), whidtas beenconducted by Tokyo University and Osaka
University of Commerce since 1998e definitions of variables/answers are summarized in the note

to each figure.

According to Figure 4.The percentage of conservatives about 30% and that of progressiveis
about 20%:a large number of people answehat they areneither conservatives nor progressive
This has not changetliring the2000s.According to Figure 4.8h¢ percentages of people answering
left wing and right wingcharge over time However if we look at thethreshold offive, right wing
(higher than or equal tdive) decreased until 1990 arithen increasedThose who support a polief
expanding immigrantshave decreased (Figure 4.9Fonsidered that economic cditions have
become severe and inequality has increased since thel®@ds, the changa inequality mayhave

affected Japanese formimplitical views.

Figure 47: Political views: conservatives. progressive

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2000
2001
2002
2003
2005
2006
2008
2010

Conservative Progressive

m Conservative 5 B Conservative 4 m Conservative 3 m Conservative 2 = Conservative 1(Progressive

Source: Japanese General Social Sund&S$ (2000, 2001, 2002, 2003, 2005, 2006, 2008, 2010))

Note: The figure summamas answers to the questioiWhere would you place your political views on a
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five-point scale®

Figure 48: Political views:cthe lefte vs. cthe righté

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

T
0

199

S e ———
5

200

O e

mleft m2 m3 W4 m5 W6 m7 m8 =9 ! right

Source: World Values By (1981, 1990, 1995, 2000, 2005)
Note. The figure summarizes answers to the questiorpolitical matters, people talk @the left¢ andcthe

rightd Elow would youpositionyour views on this scale, generally speakirg
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Figure 49: Percentage of peog who supportdmmigrants should be increased

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

1995

2003

= Reduced a little Reduced a lot

Source: International Social Survey Programme (1995, 2003)
http://zacat.gesis.org/webview/index.jsp?object=http://zacat.gesis.org/obj/fStudy/ZA3910,
http://zacat.gesis.org/webview/index.jsp?object=http://zatgesis.org/obj/fStudy/ZA2880

4.6. ValuesRelated toSocial Policy and Welfare State

How do people act toward government policies related to income redistributiig@re 410 shows

the percentage of people agreeingth the view that inequalities are twlarge in the countryThe
number of people recognizing the existence of inequality and the problem of inequality has increased
greatly during the pastdecade About 62% in 1999 saidthey strongly agreed or agreed that
inequality is too largé while the percentage waabout 85% in 2009The same survey asked whether

or not the respondent agreesith the idea that the poor are lazfigure 4.11 shows that one than

70% of people strongly agreed or agreeidh this idea Moreover, thistendency has notltanged
during the2000s while inequality has changedlringthis period This probablyexplains thdimited
number of people supporting government redistribution policiegyure 412 shows that those who
supportincome redistribution policiesf the govenment are at most 60%, although tmeimberhas

increased duringthe 2000s. In 2009, &out 8% disagree or strongly disagredth income
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redistribution policies.

Figure 410: Percentage of people who agrebat dinequalities are too large in the countig

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

2009

B Strongly agre H Agree m Neither agree nor disagree

m Disagree Strongly disagree Cant choose

Source: International Social Survey Programme (1999, 2009)
http://zacat.gesis.org/webview/index.jsp?object=http://zacat.gesis.org/obj/fStudy/ZA3430
http://zacat.gesis.org/webview/index.jsp?object=http://zacat.gesis.org/obj/fStudy/ZA5400

Note: The figurewsmmarizes answers to the questiohiow much do you agree or disagréds A T F SINBy OS a

income in Japan aretdo I NB S QK ¢

Figure 411: Percentage of people who agrebat the dpoor are lazyg

0% O% 0% O% 0% 0% O% 0% 0% O% 100%

2000
2005

m Strongly agree m Agree m Neither agree m Disagree 1 Strongly disagree

Source: World Values Survey (2000, 200&8e. The figure summarigeanswers to the questiodDo you agree

or disagree with the following statements?: People W@ yOrk becomelazyb ¢

Figure 412: Percentage of people who agrebat the dgovernment should redistribute
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wealth/incomes

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

2001

2002

2003

2005

2006

2008

2010

m Agree m Somewhat agree m Neither agree nor disagreem Somewhat disagree ' Disagree

Source: JGSS (2000, 2001, 200R322005, 2006, 2008, 2010)
Note: The figure summarizes answers to the queidiri& the responsibility of the government to reduce

differences in income between families with high incomes and those with low incbihes

4.7. ChapterConclusion Appraisalof the Interdependenceand the National Story

of Inequality Driversand their Culturaland Political Impacts

In this chapter, we shogd how individuals connect to society rapan First, we looked at voting
behavior The votingate is about 67%n Japa (this is als@bout the average amond@ECD countries)
and hasgraduallydecreasedver three decadesThere is no difference in voting rate by educatbn
level, whilethe voting rate is significantly highemmong older peopléhan amongyounger people.
Second, we found thate labor unionization rate has steadily decreased over tiffigis reflectsa
weakernng of thetraditional seniority system and increase non-standardemployees in Japanese
companies.Third, we found thatthe level of trust in othes is about average in OECD countead
increasel between 1998 and 2007Fourth regarding political positions,about 30% of Japanese

position themselves agonservative and about 20%s progressive.The shareof people with
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rightwing political vievs hasbeen increasingincel1990.

In the last section, we summarizettie extent to whichpeope support government policies
especially redistribution policies to mitigate an expansion of inequaitye than 80% recognize that
income inequality is too largéit the same time, however, more than 70% agree tithe poorare
lazye As a resultthe percentage ofpeople supporting income redistribution is limited: the ratio
supporting income redistribution is at most 62%, and more than 30% neither suppodaoot
support, although the number of people supporting redistribution policy has leemrasingduring

the 2000s.
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5. Effectiveness of Policies for Combating Inequality

5.1 Introduction

The Japan facedevere economic conditions between the riil90s ad early2000s PercapitaGDP
has not increasedignificantlysincethe economic bubbleburst in 1991 (Figure 5.1): annual GDP
growth rates hita high of 12.8% in 196&overedaround 5% irthe 1970s and 1980s, arttien fell
dramatically byaround 1% afted991.The lowest was2% in 1998 (Asian financial shock) ahdb%

in 2009 afterthe collapse of. ehmanBrothers

TheBank of Japan eased monetary policies several timesintergst rates have stayed at a low level
of 0%for the past ten yearsThe cosumer price index decreased after 1998, and deflation is one of
the biggestrecent problems in JapaifFigure 5.2) Government debt has accumulateduring the
period of therecession, angvasabout 230% of annual GDP in 2QFigure 5.3)This is theéhighed in

the world.

Page33



GINICountry Reporfapan

Figure 5.1 Real GDP per capita in Japan
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Source: Federal Reserve Economic Data (U.S. Department of Labor, Bureau of Labor Statistics;

http://research.stlouisfed.org/fred2Note: Annual, not seasonally adjusted. Unit is 2010 U.S. dollars.
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Figure 52: Consumer Price Indefor all items (index 2005
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Figure 53: Government Debtas a% of GDP
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Source: World Economic Outlook (International Momgt&und)

Note. Gross debt consists of all liabilities that require payment or payments of interest and/or principal by the
debtor to the creditor at a date or dates in the future. This includes debt liabilities in the form of Special

Drawing Rights (SDRe)rrency and deposits, debt securities, loans, insurance, pensions and standardized
guarantee schemes, and other accounts payable. Debt can be valued at current market, nominal, or face values.
http://research.stlouisfed.org/fred2/series/GGGDTPJPA188N.

5.2 Minimum Wage

The following sections summarizgpvernment policies related to inequalitifigure 54 shows that
the minimum wage has increasesince 1997 stayed at the same level from 2001 to 2005, but
increasedagain from2007.Howeverthe relative level ofthe minimum wage to average wage in the
countryt the Kaitz indek has not changed tremendously. Figure 5.5 shows the Kaitz fodexales
and female, respectivelyFor males, the minimum wage levalnchanged during 1980s, decreased
between 1990and 1993,and then slightly increased after thafor femals, it unchanged during
1980s,decreasedargely betweernl990and 1993, stayed at the same lewsitil 2004, and increased
after that. That is, hrough the entire period from 1980 till 2009, thelagve level of minimum wage
is rather constant.The increase in the minimum wage is thought to have only small effects

alleviatingexisting levels of income inequality (Kawaguchi and Mori, 2009).
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Figure 54: Changes in prefectural minimum wage
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Souce: Table of Prefectural Minimum Wage (Ministry of Health, Labour and Welfare;22003
Note: We calculate weighted average minimum wégethe countryas a wholeausing prefectural minimum

wage level and weidimgthe prefectural population.
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Figure5.5: Kaitz index

0,7

0,6%

0,5

0,4._%-‘-0—.—0—0.._‘_‘_._._‘_‘_0_._‘—‘-‘-0—0—0-0—‘"—‘

0,3

0,2

0,1

0 r T+ 1 1+ 11T T T T T 1T 1T 1T T 1T T 1T 1T T T T 1T T T T T T 1
I N M O OO O d N M ITLW O 00000 dANMITLWW O~ oo
0 0 O 0 0O 0 0 0 W O O O OO OO OO OO OO OO OO O ©O O O O O O O © o
O O O) OO OO OO OO OO OO O OO OO OO OO OO OO O O O o o
T A A A A A A A A A A A A A A NN NN AN AN NN NN

=—¢—Male =l—=Female

Source: Handbook on Minimum Wage Settings (S@ikénginKetteiYoran (TokyoRoudou Chousakai))

5.3 Taxes

Tax revenues havegaralleledcyclical changes in econarrconditions.Tax revenue aa percentageof
GDP increaseih the 1980s,decreased irthe 1990s,increasedagainfrom the early 2000s but then

decreased after 200{Figure 5.6).

The impact of income redistribution policiesingincome tax has been smallhisis because the
maximum income tax rate has been cut and the pesgiveness of income tesas a wholewas
reduced in the late 19904Jsing information on income tax paymentdpriguchi (2010) shows that
the shares of total wage accruing to the top b#vage earners and above hastayed at a low level,
andhaverisensteadily since the late 1990She points out a consistent decrease in marginal tax rates
after 1990sas one of the determinantsf this increase (Figured. Although hiswas not found by
the conventionally usedurvey data in Chapter 2, the income dagiween those who belong tthe

top group and the othermayhaveincreased

Figure 56: Tax Revenue as% ofreal GDP
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Source: The figures are reported GgpbinetOffice (http://www.cao.go.jp/zecho/gijiroku/senmon/2010/
_icsFiles/afieldfile/2010/1/18/sen2kai9.pdf).

Figure 57: Changes in top 1% wage income share and marginal tax rate
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Japanese and International Economies, 24,-383.
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5.4 Public Social Expenditure

5.4.1 Levels andrends
The amount of social security payments has increased over Ekigare 5.8hows the upvard trend
of total expenditure as percentage of annual real GDP, which is shown by bars in the figaoking

at the composition of the payments, amounts related to populat&ging such associal security

payments for the elderlyand for health and medical careave increased.

Figure5.8: Ratio of social security benefits by functional category to Annual ReBIP(%)

33"
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=== Disability benefits === |ndustrial accidents -0 Health and medical care
=== Family benefits = Jnemployment Housing

SourceThe Cost of Social Secufiational Institute of Population and Social Security Research)

As another type of expenditure related to populatiaging Japan started public mandatory
longterm care insurance in 200People aged over ¥ must pay longerm care insurance, and
receive benefits when they actually need letegm carein principle(depending on ADLJFigure 59

showsthat LTC payments have increassdce2000 as populatiohas aged

Figure 59: Longterm care payments asa % of real GDP
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Source: The Cost of Social Security (National Institute of Population and Social Security Research)

5.4.2 Social Assistander Familieswith Children

Social assistander families with children increaseduring the2000s (Figure %0). The amount of
child allowance and chicelated expenditure in the figure includes. paymens to households who
have a child under 12 years old and hareincome of less thanthe income ceiling threshold?.
paymens to households who have a childnder 18 years old (child rearing allowahce.
government expenditure on childrelated servicesand, 4. paymens for child-care leaves.The
increase in the childelated payment is partly due to sharpdrop in birth rates as mentioned in

Chapter 3.
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Hgure 510: Child allowanceand childrelated governmentexpenditureasa % of GDP
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Source: Social Security Benefits (National Institute of Population and Social Security Reseai20602p75

5.4.3Active Labor Market Policy

Government expenditure orop training as a percentge of GDRs low(Figure 5.11)The unemployed
are givenunemployment insurancebut not much jobtraining. People participate in jolraining at

their own expensén many cases

Looking at the changes, expenditure on job trainivag beeron a downvard trend for a long time.
Although it increased from 1995 through 2000 whigre labor market was in a severe condition
following thebursting of the economic bubble anthe Asian financial crisis, litasnot increasedince

the 2008crisisthat followedthe collapse of. ehmanBrothers

Pagedl



GINICountry Reporfapan

Figure5.11: Government expenditure on job training as % of GDP
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Source: The White Paper on Labour and Economy 2012 (Ministry of Health, Labour and Welfare)

Note: Government expenditure on job traing includes general job training, job training especially for young
people, and for disabled people, which is reported by Ministry of Health, Labour and W8léausdhe
components of all expenditure related to unemployment and job traiiagechange significantlysince2008,

the line is disconnected. The statistics are shown efieeyeais before 2005.

5.5. Education

In response to serious economic conditions and austere budgedittoms since the late 1990s,
government expenditures orbasic education which are financed mostly by local governn®nt
peaked in 1995, and have been decreasingsince then (Figure 5.1 National government
expenditures on education, whichre mostly for college and university education, have also
decreased sinc&9%, regardless of the increase the number of people entering higher education.
The burden of exgnditure on education is mostly imposed on each householthpanAs economic
inequality increases, educational inequalitycreasesbetween households wha@an and cannot
afford education costsThis tendency might be stronger if less educated parents who have lower

incomestend to invest less money on child's education.

Figure 512: National and local governmentx@enditure oneducation
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Source: Nationgjovernment expenditure is from Basic Survey on Schoolsloaathovernment expenditure is

from Survey of Local Educational Expenditure (both are reported by Lifelong Learning Policy Bureau, Ministry of
Education, Culture, Sports, Science and Technalogy)

Note: National government expenditure is mainly on college and universities, while local government

expenditure is mainly on kindergartens, elementary schools, and secondary schools.

5.6 Conclusion

This chapter summarigepublic policies related to aquality WI LJF Y Q& YA Yy Aincdased s | 3 S
steadily since 2007, but the increase in the minimum wage seems to haveaosiyall effecton
alleviatingexisting levels of income inequalifjhe impact of income redistribution policies through
income taes has been smalleThisis because the maximum income tax rat@as cut and the
progressiveness of income &s@s a wholevasreducedin the late 1990s.TheJapanese government

has increased its fiscal spendiag social security for the elderlglong with population aging The
government has increased unemployment insurance paymeststhe numbers of unemployed
increased but hasnot increasedjob training for the working populatiorGovernment expenditures

on intermediateand higler education peakedn 199, andthen decreasedThis decreasing trend is
probably due to erious economic conditions aralistere budget conditionsince the late 19909 he

educational burden is basically imposed on householitfsmore educated parents with higher
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incomes invest nore on theirOK A £ RduBatiof &nd less educated parents with lower income

invest less, inequalitiesill further increasein the future.

To concludeW!l LJr yQa Ay O2YS A vo&duddly sinkdhe 19804. The wadeRy&pyh&sk
become large not beveen but within educational groug An increase irthe income gap has come
with a decreased income shaf low income groupsThe poverty rate hasalso risen during this

period.

Most Japanese recognize that inequality Heeen expanding but their attitude towards income
redistribution policies has not changed in the 20004 JLINR EA Y I G St & tm: 2F WI LI Y
arelazg ¢ KS LISNOSydl 3S 2 Tit iddbe2réspoBsibilityko? thel gavitBn&ent oK |- {
reduce differences in income betweervfdd t A S& A GK KAIK AyO2YB&w yR (K
although ithasincreased during the past decadehechange imattitudestowardsthe 32 @S NY YSy i Qa

role in reducing income inequality denot seem overly dramatic.

The increasingpolitical power of the elderly and little change in attitudes towards income
redistribution policies suggest that a more efficient policy to reduce income inequality has not been
implemented.Although the policy for lower income grosiphat mainly consists of younger pgle is

an urgent issue the governmenthas failedto formulate and implement more efficient policies

because of financial and political reasons.

Paged4



GINICountry Reporfapan

References

19SS ! ® S6HAancL AG9YLIANROIf 'y I f&aAaa IPQSFDiseussiont (G A @S
Paper SeriedNo0.200507.

ldzi2NE 5 |1 dX [d Cd YIFOGTZT YR ad {d YAMII&GA oOHANnnc
Economic Reviewol96, No.2pp. 189-194.

Kohara, M. and F. Ohtake (2006) "Unemployment and Inequality in Jap@aBR Ecomoc Journgl
JapanCenter for Economic Researchg.bb, pp.2242. (in Japanese)

YIEYolr&laKAZ wodr 5& YI gl I3dzOKA |yR Ld | 2NADIZYF OH
Canadian Journal of Economie®l. 41, No.4, pp. 1328350.

Kawaguchi, D. and Y. kd¢2008) "Stable Wage Distribution in Japan, 29822: A Counter Example
T 2 NJ { RIETI ¥s&ussion Paper Sef8£020.

YI gl 3dzZOKAZ 5&® |yR ,® a2NR O6Hnndpv blLa aAyAyYdzy 2|
Pacific Economic RevigWol. 14 No. 4, pp. 53554.

Kawashima, H. (2012) "Labor Markets, Poverty and Cri@®lPP Discussion PaieR20123007.

[ SYASdzEEZ ¢o® o6unncy at2aGaS02yRI NEAmerRaz&Etofiomzy | Yy R
ReviewVol.96, No.2pp. 195199

MoriguchEe / ® OowAnmMn0 G ¢2L) 2 I-38n jpidaidbiiSanese ¥ind Wierhdkioidl ™M dhp
Economiesvol.24, pp. 301333

Moriguchi, C. and E. Saez, (2008) "The Evolution of Income Concentration in JapaROQEB86
Evidence from Income Tax Statistic)e Review of Economics and StatistMEl Pressyol. 90
No4,pp.713-734.

Ohtake, F. and M5aito (198) "Population aging and consumption inequality in Jap&h¢' Review of
Income and WealthSer.44, No.3p.361-381.

Ohtake, F. and M. Kohara (2010)he relationship between Unemployment and Crime: Evidence
from Timeseries Data and Prefectural Panel Dafapanese Journal of Sociological Criminology,
Japanese Association of Sociological Criminplgy35, pp.5471.

tA1SGdGes ¢ 3RAzOM2 Y I BT o6NWDcWEQBYSEAY | | Aa0GNROL ¢
American Economic Revigviol. 96, No.2 pp.200-205.

Paged5



GINICountry Reporfapan

{dzR2X bdr ad {dddAAAZ FYyR ¢® ,IYFRIF OHAMHO d&LYS
5S Ol KRMRABEDiscussion PaaiRHE-856.

Paged6



GINICountry Reporfapan
Appendix

Appendix Figure INational income tax payment calculated in our tax calculation program (The

case of 1999 calculation)

Earned Income (Deductlgns from ’_> Basic exemption '—)
earnings)
. . Deduction for
Business income —
spouses
Income from real Credit for
estate (Deduction for publi{__s) dividends|

Miscellaneous pensions) Exemption for
income dependents

(Pension income) i Credit for
. . Deduction for the . —
Occasional income| foreign ta)
elderly L
- - Disposablg
. Deduction for socig p _
X . Deduction for . Income=
Retirement income—> . N — insurance > Taxable—s Tax rate| Tax
Incomel retirement income Tax Base X ] Income-
premiums Income table e Amount | Tax
Income from forestr Special deduction Other Amount
" | Special
. . . . Deduction for y
Capital gains —> Special deduction . credits
medical expenses

Deduction for life
insurance
premiums

Exemption for
widows or
widowers

. Tax free smallsum Exemption for the
Income from interes . .
savings system disabled

Income from

dividends Other deductions

Return-free syste

forSmall sums of
dividend income \

Selection o
separate Separate withholding
withholding taxation
taxation

Return-free syste
for savings accou

Note: This chart summarizes our incoftae-calculation program, where disposakifecome is predicted from

observed béore-tax income, using NSFIEhis is an example of calculation for 1999 incoififee items shown

in a box are calculated in our taalculation program, while those in a dotted box are not calculated in our
program.Since taxation system changes over yeams made a different program for each year.
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Appendix kgure 2: Local tax payment calculated in our tax calculation program (The case of 1999
calculation

—| Basic exemption|——>

Deduction for
spouses

Credit for
dividends
Exemption for Income
dependents basis tax
Credit for amount
foreign tax

Deduction for the S
elderly

Deduction for
Tax Base social insurance|
premiums

Taxable Tax rate
Income table

Other Special

Deduction for credits

medical expense
Deduction for life
insurance
premiums Amount

|| Exemption for of
widows or Resident]
widowers tax
Exemption for the
disabled Per capita

Other deductions basis tax
amount

Note: See the note for the previous chart.
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Appendix Summary Table for Japan n.a.= not applicable; n.i.=not indicated

Chapter 2 1980-1989  1990-94 1995-99 2000-04 = 2005-2010 Over specific period
Gini: income before taxes W K W) W n.a.

Gini: income after taxes W K W W n.a.

Gini: consumption expenditure W W W W n.a.

Gini: asset holdings w ‘E) W w n.a.

Poverty : income before taxes B w W) W n.a.

Poverty : income after taxes ‘E) W W) W n.a.

Poverty : consumption expenditure K W W) W n.a.

Number of households living on welfare ‘E) K W W W

Gini: Educatiional years W w W) W

Male wage gap between 90 and 50 percent B B Y Y Wi

Male wage gap between 50 and 10 percent 'E) K w w W

Female wage gap between 90 and 50 percent B B K K K

Female wage gap between 50 and 10 percent K K Wi Wi Wi

Unemployment rate K B Wi Wi B

Employment rate K Wi B H Wi

Share of non-standard employees w w W w w

Wage gap between part-time to full-time workers 'B 'B 'B W W)

\‘:\ia\lge gap between college graduates (male unc K K W W W

Male-female wage gap B B B B B

Gini old-young gap: income after taxes ('84-2004)
Gini old-young gap: consumption expenditure ('84-2004)
Gini old-young gap: asset holdings ('84-2004)
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Chapter 3 1980-1989  1990-94 1995-99 2000-04  2005-2010  Over specific period
Number of homeless n.i. n.i. n.i. i =) B
Lone Parenthood w w w w W
Marriages B w K B B
Divorces B W W B B
Fertility B 1) B B
Housing, House prices w B K B W
Home-ownership i) B W K
Crime rate K w B B
Youth crime rates n.i. K K n.i. n.i
Life expectancy at birth w w W W w
Suicied rates B K W W W

Living conditions n.i. i 2) =) =) n.i.

Chapter 4 1980-1989  1990-94 1995-99 2000-04  2005-2010  Over specific period
Electorate turn up, general B B B b b
Unionization i 2) i =) i =) i =) i =)
Political participation (civic organizations) ('90-2000)
Trustin others n.i. n.i. n.i. n.i.
Conservatives n.i. n.i. n.i. K K
Right wing B K w K
Agreeing no further immigrants to be allowed to ,

greeing 9 ('95-2003)
country
Income differences are too large in the country ('99-2009)
Poor are lazy n.i. n.i. n.i. K n.i.
Government should redistribute wealth or income n.i. n.i. n.i.
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Chapter 5 1980-1989  1990-94  1995-99  2000-04  2005-2010  Over specific period
Growth rate (real GDP per capita) W B B W B
Price index W W B B B
Government debt (% of GDP) K W w w W
Minimum wage level n.i. ni. W K W
Kaitz Index K B K K W
Total tax receipt (% of GDP) W B B W B
Marginal tax rate for top 1% K K K B K
Expenditures on social security (% of GDP) N.i. ni. W W W
Expenditures on long-term care (% of GDP) n.a. n.a. na W W
Expenditures on child allowance and child ) ]

related services (% of GDP) . N K W W
Expenditures on job-training (% of GDP) B B w B B
Expenditures on higher education w W B B B
Expenditures on lower education w w K w K
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