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This paper analyses income inequality in Japan by international comparison and time-series
analysis using official statistics and Japan Household Panel Survey (JHPS) by Keio University
Panel Data Research Center. It also achieves the international comparison of income dynamics,
such as income mobility and dynamic poverty analysis, focusing on the changes of working
conditions and wages. Additionally, it tries to reveal the reason why the income inequality rises,




and shows the changes of people's attitudes toward income redistribution policy and poverty. The
findings are followings. (1) Although the level of income inequality is not as high as those in the
Anglo-Saxons countries like U.S., U.K., Canada, and Australia, as like other OECD countries, it is
rising recently. (2) The income inequalities among the age of 20s and 30s are rising, and on the
other hand, the inequalities among the elderly are decreasing because of maturation of pension
system. (3) The income share of the poor is decreasing and that of the top 1% is increasing among
most OECD countries including Japan. In Japan, after 1997, even though overall income level is
getting lower and the poverty line is decreasing, the relative poverty rate is rising. (4) The labor
shares are decreasing in U.S., U.K., Germany, and France. In Japan, it is sharply decreasing. (5)
The poverty rates in households with no workers are high in most countries. This can be seen in
Japan, and additionally, among household where heads are non-regular workers the poverty rate
is high. Although there are more than two workers in households, if they are not regular
employment, the probability of falling into poverty is high. (6) Among households where heads earn
less, the employment rate of spouses are high. Therefore, the income disparity among households
is smaller than that among individuals. (7) The overall annual exit rate from poverty is 30%, but
focused only on households whose heads are non-regular employments, the rate is 27%, and
where heads are jobless, the rates is 24%. About annual entry rates, it is 3 % overall. Among the
households where heads are non-regular employments, entry rate is 7%, and where heads are
jobless, it is 15%. The share of households which are not poor among continuously three years is
low in Japan compared with other OECD countries, but the share of households which are poor in
continuously three years is relatively high. This reflects the increase of non-regular workers who
cannot escape from the same working conditions for long period. (8) In Japan, there are getting
more people who think poverty is the way society is unfairly organized rather than it is the result of
individual attitudes. Also, in Japan, there are getting more people who expect government to
achieve income redistribution and poverty reduction.
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Income Inequality and Income Change in Japan—Dynamic Approach by International

Comparison and Time-series Comparison

BB O LM - A HIMCT - £ — % (Yoshio Higuchi, Kayoko Ishii, and Kazuma Sato)
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This paper analyses income inequality in Japan by international comparison and
time-series analysis using official statistics and Japan Household Panel Survey (JHPS)
by Keio University Panel Data Research Center. It also achieves the international
comparison of income dynamics, such as income mobility and dynamic poverty analysis,
focusing on the changes of working conditions and wages. Additionally, it tries to reveal
the reason why the income inequality rises, and shows the changes of people’s attitudes
toward income redistribution policy and poverty.

The findings are followings. (1) Although the level of income inequality is not as high as
those in the Anglo-Saxons countries like U.S., U.K., Canada, and Australia, as like
other OECD countries, it is rising recently. (2) The income inequalities among the age of
20s and 30s are rising, and on the other hand, the inequalities among the elderly are
decreasing because of maturation of pension system. (3) The income share of the poor is
decreasing and that of the top 1% is increasing among most OECD countries including
Japan. In Japan, after 1997, even though overall income level is getting lower and the
poverty line is decreasing, the relative poverty rate is rising. (4) The labor shares are
decreasing in U.S., U.K., Germany, and France. In Japan, it is sharply decreasing. (5)
The poverty rates in households with no workers are high in most countries. This can be
seen in Japan, and additionally, among household where heads are non-regular workers
the poverty rate is high. Although there are more than two workers in households, if
they are not regular employment, the probability of falling into poverty is high. (6)
Among households where heads earn less, the employment rate of spouses are high.
Therefore, the income disparity among households is smaller than that among
individuals. (7) The overall annual exit rate from poverty is 30%, but focused only on

households whose heads are non-regular employments, the rate is 27%, and where



heads are jobless, the rates is 24%. About annual entry rates, it is 3 % overall. Among
the households where heads are non-regular employments, entry rate is 7%, and where
heads are jobless, it is 15%. The share of households which are not poor among
continuously three years is low in Japan compared with other OECD countries, but the
share of households which are poor in continuously three years is relatively high. This
reflects the increase of non-regular workers who cannot escape from the same working
conditions for long period. (8) In Japan, there are getting more people who think poverty
1s the way society is unfairly organized rather than it is the result of individual
attitudes. Also, in Japan, there are getting more people who expect government to

achieve income redistribution and poverty reduction.
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x3 FMEBEME GHE) OIBOERIE (BRAEOH)

Var (In_AE) Var (In_hw) Var (In_ah) 2xCov(In_hw, In_ah)
(1) 2) (3) (4)
F—Z2+Z 7 2003 0.460 (1.00) 0.210 (0.457) 0.255 (0.554) -0.005 - (0.011)
715 2004 1.539 (1.00) 0.934 (0.607) 0.222 (0.144) 0.383 (0.249)
F = 2 2004 0.416 (1.00) 0.300 (0.721) 0.055 (0.132) 0.061 (0.147)
74 Y7 2004 1.085 (1.00) 0.553 (0.510) 0.233 (0.215) 0.298 (0.275)
N A > 2004 1.089 (1.00) 0.441 (0.405) 0.333 (0.306) 0.315 (0.289)
A4 A1)V 2005 0.769 (1.00) 0.504 (0.655) 0.198 (0.257) 0.066 (0.086)
* 7 5 2004 0.877 (1.00) 0.394 (0.449) 0.286 (0.326) 0.197 (0.225)
A4 F 1 A 2004 0.700 (1.00) 0.347 (0.496) 0.229 (0.327) 0.123 (0.176)
7 A1) F1 2004 0.972 (1.00) 0.600 (0.617) 0.218 (0.224) 0.154 (0.158)
OECD 9 %[y 0.879 (1.00) 0.476 (0.546) 0.225 (0.276) 0.177 (0.177)
Corr(AE,hw) =091 Corr(AE, ah) =0.43

H 7 2008 0.782 (1.00) 0.424 (0.542) 0.238 (0.304) 0.120 (0.154)
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