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Very general motivation

Occupy wall street in 2011
Thomas Piketty (2013): “Capital in the 21st Century,”
originally in French

More specific question

Population aging affects inequality in Japan: Ohtake and Saito
(1998)
Update the data

Extension of Lise, et al. (2014,RED)



Understanding the inequality in earnings, income, and wealth
time trend: macroeconomic view point
life cycle: gender, employment status, family, and marital status
National Survey of Family Income and Expenditure (NSFIE):

by the Ministry of Internal Affairs and Communications

sample size: approximately 60,000 “households”

incl. one-person households and two-or-more person households
sample period: 1984-2014 (every five years)



Understanding the current situation of inequality =
redistribution policy such as optimal tax system

Trend of inequality over past 30 years in Japan

Important for considering
population aging
sustainability of social security system
design of tax system
fiscal /monetary policy etc.
Theoretical view point:
target for calibration of heterogeneous agent models
what's are “puzzles” to be explained?



J.-V. Rios-Rull and his co-authors write a series of papers on
economic inequality in the U.S.

from 1997: Dias-Gimenez et al. (1997)

every 3-4 years?

using Survey of Consumer Finance

Quarterly Review by Minneapolis Fed

The latest version:

Kuhn and Rios-Rull (2016): “2013 Update on the U.S.
Earnings, Income, and Wealth Distributional Fact: A View from
Macroeconomics,” FRB of Minneapolis, Quarterly Review

Citation counts for four papers > 1,000



Ohtake (2005), Ohtake and Saito (1998)
over all inequality, population aging
Moriguchi and Saez (2008), Moriguchi (2010)
top one percent of wage distribution using tax data
Kambayashi, Kawaguchi and Yokoyama (2007)
wage distribution using BSWS
Lise et al. (2014)

using NSFIE, BSWS, FIES, etc.
focus on consumption, income and wealth

Unayama and Ohno (2017)

consumption and savings rate using NSFIE



Top one percent:
Alvaredo et al. (2013), Piketty and Zuckman (2014), Piketty et
al. (2014), Jones (2015), Alvaredo et al. (2017), Zuckman
(2019)

Pareto distribution:
Benhabib et al. (2011), Jones and Kim (2014), Gabaix (2016),
Lions et al. (2016), Aoki and Nirei (2017)

Tax data:
Guvenen et al. (2019)

Theory and policy implications:
McKay and Reis (2016), Gorneman et al. (2016), Auclert and

Rognlie (2017), Auclert (2018), Ahn et al. (2017), Inui et al.
(2017), Kaplan et al. (2018)



Il. Data



Pros:
large sample size: approx. 60,000
detailed wealth/asset data including real assets

Cons:
not panel data
every fine years: couldn't see just after the east Japan
earthquake or the great recession
no info on education (not only NSFIE, though)
not individual (important for earnings inequality)
consumption /expenditure data available, but limited
(Sept-Nov): see Unayama and Ohno (2018)



Definition of Variables:
Earnings (E):
before-tax labor/business income of household (including
employees and self-employed)
equivalized: using OECD equivalent scale
Income (1):
before-tax annual income including
labor, business, capital, transfers and other income
Wealth (W):
(gross) financial asset
net wealth: gross - debt (excl. mortgage)
housing and other real assets not included in the current version



Definition of Variables:
Earnings (E):
labor income: 1N S DIXA (Ki6 - FFE - ES). W

BREDINA
business income: EMIAEINA, EMEEUADEZEINA
Income (I):

capital income: RE - HAIXA, FIF - BEE

Fr EYILT A VIERKR<
transfers: XFE® - Bis. BEFE. FELGEL L DMEEY
others: ZDMBIXA (REFRMRCERRRIGN - BREFHELREE
B). RYHE (BREWMDHEE. 8HEN S DIRYZIG)



Definition of Variables:

Wealth (W):

Rire (BBFEE - THESE. BT - BER - T OO SR
B). RER (£ - 18E - 5. IAKE), B5 - £%EFE (8
). %I - KR EEF (). B2 - AHEREET (B8
H), ZOM (HRFEERE)

Net wealth: gross financial wealth — debt (excl. mortgage)
debt: AR - FMOKRILWES (A—FO—>, Fvvi vy
BE). TOMOEBARES (BBEA— VR EEBILELRE
&, BRIVELRXEER L)

FE - THEADLDODEY AN%ERKRL



Total inequality (measured by Gini) of E, | and W increases
E: 0.39 (1984) = 0.58 (2014)
I: 0.32 (1984) = 0.35 (2014)
W: 0.58 (1984) = 0.64 (2014)

Earnings inequality increases due to population aging
even after 2000s: Ohtake and Saito (1998) and Ohtake (2005)
earnings and income inequality of young-middle (20s-50s)

increases, but income inequality of old ages rather declines after
1980s due to redistribution by public pension



Dynamics of wealth inequality is different

intra-generational inequality: younger generation
expansion of zero-wealth households

Level of earnings/income declines after 1990s
aggregate and by age groups
but wealth level does not change after 1990



11l. Macroeconomic
Inequality



1984 1994 2004 2014

Sample size 54,780 60,339 60,059 56,422
% of one-person HH  17.6% 20.4% 20.3% 23.2%
Average HH size 3.35 3.06 2.73 2.56
Age of HH head 4544 49.67 53.79 57.59
% female HH head  12.6% 18.3% 17.0% 20.1%

- aged<65 9.8% 11.8% 10.5% 10.1%
HH head employed  64.1% 64.0% 56.5% 52.9%
Self-employed 273% 19.3% 16.8% 14.2%

Not working 8.6% 16.7% 26.7% 32.8%




1984 1994 2004 2014

Earnings

Mean 4,984 5,696 4,518 3,765
1% /median 346 392 459 582
10%/median  1.98 220 255 3.10

Gini 038 0.45 053 0.58
Income
Mean 5,882 7,049 6,288 5,620

1% /median 354 382 393 401
10%/median  1.95 2.05 211 215
Gini 032 035 034 035




1984 1994 2004 2014

Wealth

Mean 6,873 12,075 13,916 14,118
1% /median 12.07 11.79 1249 14.38
10%/median  3.96 4.20 481 5.29

Gini 0.58 0.59 0.61 0.63
Net Wealth
Mean 6,500 11,538 13,272 13,517

1%/median 1283 1238 13.12 14.92
10%/median  4.15 4.40 5.01 5.49
Gini 0.62 0.62 0.66 0.68




1984 1994 2004 2014
Correlation
Earnings and income 0.880 0.863 0.833 0.832
Earnings and wealth 0.334 0.212 0.155 0.126
Income and wealth 0.482 0.340 0.327 0.307
Correlation: aged 25-59
Earnings and income 0.885 0.888 0.851 0.878
Earnings and wealth 0.386 0.339 0.343 0.347
Income and wealth 0.486 0.381 0.397 0.403
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IV. Aspects of Economic
Inequality



Decomposition of macroeconomic inequality

changes in age distribution
level
within-age

Gini coefficient

baseline
remove age-distribution effect: constant at the level of 1984
remove level effect
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Q1 Q3 Q5
Avg. wealth (JPY1,000) 181 7,012 45,785
Decomposition (%)
Deposit 83.0 67.2 63.0
Insurance 147 26.3 20.0
Stock and bonds 0.9 4.2 15.1
Others 1.4 2.4 1.8




Top 5-1% Top 1% All
Avg. wealth (JPY1,000) 68,297 143,540 14,118
Decomposition (%)
Deposit 60.7 54.0 68.3
Insurance 17.8 15.9 23.0
Stock and bonds 20.0 29.3 6.7
Others 1.5 0.9 2.0




25-29 45-49 65-69
Avg. wealth (JPY1,000) 2,874 9,971 19,339
Decomposition (%)
Deposit 83.7 60.2 70.0
Insurance 11.2 30.5 20.3
Stock and bonds 2.4 5.2 9.2
Others 2.7 4.1 0.5




V. Equivalized



Equivalize using OECD scale

Adult: 1.0 + 0.7 ...
Kids: 0.5

Male and female
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VI. Cohort
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VIIl. Conclusion



Policy implication: redistribution policies
Piketty, Saez and Stantcheva (2014), Saez (2016), McKay,
Nakamura and Steinson (2016), Auclert (2018)

More research on poor (zero wealth) households

Real asset: in progress!



Thank You!



Appendix Figures
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