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Gini coefficients before
and after Redistribution

The Gini coefficient for initial income
generally remained flat in the 1960s
and 1970s, but has been on an
upward trend since the 1980s.

On the other hand, the Gini coefficient
of redistributed income increased
slightly from the 1980s to the 1990s,
and has remained generally flat since
the beginning of the 2000s.

The reason is thought to be that
income redistribution through the
social security system and the tax
system are fulfilling their functions
and restraining the growth of income
inequality in terms of redistributed
iIncome.



Two Alternative Surveys
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The chart shows "equivalent
disposable income," which is
calculated by dividing a
household's disposable income
by the square root of the number
of persons in the household
concerned.

Here, "disposable income" refers
to income minus taxes and
social insurance premiums, plus
cash benefits among social
security benefits.

The Gini coefficient for 2015
from the National Survey of
Household Income was 0.339,
while the Gini coefficient for
2014 from the National Survey
of Household Consumption
was 0.281, a difference of about
0.06 points.



Two Alternative
Poverty Ratios
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The levels of relative poverty rates differ
significantly between two alternative
surveys: the relative poverty rate based
on the 2015 National Survey of Household
Income is 15.7%, while the relative
poverty rate based on the 2014 National
Survey of Household Consumption is 9.9%.
Low-income households might be
reluctant to respond to simple
consumption surveys, while they are more
interested in maintaining the welfare
benefits.

The National Survey of Household Income
is conducted by the local welfare offices.
Therefore, more responses might be
collected from low-income households in
the National Survey of Household Income,
than in the National Survey of Household
Consumption.
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Gini Coefficients

across countries
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Poverty Ratio

Poverty ratio is rising as much as
the Gini Coefficient in Japan,
Germany, Sweden, and others.

In the North America (USA and
Canada), the poverty ratio does
not increase so much as the Gini
coefficients.

The rise in the Gini coefficients
in the North America might be
caused not by the relative
increase of the population of
poor people, but by the rise in
the income earned by the richest
households.
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Gini Coefticients
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Removing Population
- TTects
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« The blue lies shows the development of the
Gini coefficients of Japanese households.

e The red and lines show the
hypothetical Gini coefficient after removal of
population share changes by assuming that
there is no population growth occurring to
each age group.

 The Gini coefficient after removal of
population change suggests that the rise in
the Gini coefficients in Japan has been
caused mainly by population aging.
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Household Size
\]atters

In the 1986 survey on single adults of
age 35-49, 37% lived alone and 16%
lived with their parents.

In the 2016 survey, for single adults of
age 35-49, 70% live with their parent(s).
Among regularly employed men of age
35-49, only 23% are single, while 64%
are single if they are irregularly
employed, suggesting that many non-
regular employees live with their
parents.

This hidden income inequality might be
revealed as their parents die and they
loose pension income that their
parents receive.
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s the government responsible to
reduce income inequality?

The ratio of people saying that government is
responsible to reduce income inequality:

Japan 54%
France 77%
Germany 54%
UK 61%

USA 33%

More than 50% of American people think that a
larger income inequality creates a larger incentive
to produce.

In Japan, few people think that there is a strong
trade-off between efficiency and equality
(meaning that you need sacrifice equality in order
to acquire high income).

https://www.rieti.go.jp/jp/publications/pdp/20p016.pdf 12



Fact: there is no strong trade-off between
equality and efficiency

« According to the review by Cingano (2014), there are mixed
results about the incentive effects of redistribution policy on

economic growth.
 No strong trade-off between growth and equality has been

reported yet.
 Cingano, Federico (2014)Trends in Income Inequality and its Impact
on Economic Growth - https://www.oecd.org/els/soc/trends-in-
income-inequality-and-its-impact-on-economic-growth-SEM-

WP163.pdf
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