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Income Distribution and Public Redistribution Effect in Japan
Hiroyuki MATSUOKA

This paper examines the distribution of income in Japan by using Gini coefficient. The Gini
coefficient is the most commonly used index of income inequality. The coefficient can assume
values ranging from 0 to 1, with larger Gini coefficients indicating greater inequality. If all
households had exactly the same income, then Gini would be zero. It would approach one as
income became more unequally distributed, with the share of total income going to the rich
rising and the poor declining. The data were obtained from The Family Income and
Expenditure Survey (KAKEI CHOSA) which is often used in distribution studies, though it
excludes single-person households and agricultural households. Evidence that during the
period of rapid economic growth from the early 1960s to the early 1970s, growing labor
shortages led to a substantial narrowing of wage differentials is convincing. However there
is less evidence that Japan’s income distribution is more equal than in other main developed
countries because income surveys differ in their coverage of various population groups and
sample selection, definition of income, underreporting of various types of income and treat-
ment of income-in-kind. The Gini coefficient reflecting public policy, tax and social security

benefit, changed to more equal value by 10 percent in 1991.
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