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SUMMARY

We examine the poverty rates and the income configurations among Japan and the LIS
countries. The LIS countries are Germany, Italy, the UK, Denmark, the US, and Taiwan. We divide
household including elderly into five types: living alone, couples only, living with their married children,
living with their unmarried children, and other. There is more elderly living with their children in Asian
countries than Western countries. However, elderly living with their married children are decreasing
recently in Japan. In Japan and Taiwan even in households cohabiting with children, the poverty rates and
income configurations differ depending on the marital status of the children. Poverty rates are higher in
case of cohabiting with unmarried children. With regard to the income configuration of poor single and
married couple households, the lower percentage of market income shows that those households focus on
social insurance benefits regardless of the income configuration patterns of the non-poor in each country.



Introduction
Purpose of this Research

This research analyzes poverty among the elderly by household type using international
comparative data from the viewpoint of gender. Elderly lifestyles in Japan are maintained
by income from a variety of sources, but as in with other developed countries, the core is the
public pensions system for the aged. The latest discussions of the pensions system
concentrate on the makeup of a pension policy that meets the needs of an aging population,
but this research is concerned with whether the public pension system for the aged is
sufficiently fulfilling its functions as an income guarantee. This research examines
whether other sources of income besides public pensions benefits for the aged, which
support the elderly lifestyle, save the elderly from poverty.

Within this topic, our research focus is gender, and is an analysis by household type.
Focusing on gender is an important element of long-term membership and contributions in
the case of the Japanese public pensions system for the aged. To satisfy these elements, a
long-term stable employment history is necessary. Differing from men, however, the
employment history of Japanese women is sporadic. Even if women are employed for a
comparatively long period of time, the majority of employment is irregular employment,
which is excluded from the social security system. Further, it was in the middle of the
1980s that the right to an independent pension was established for unemployed married
women, and so that history too is short. Given these conditions, income maintenance for
elderly women is predictably different from that of men.

In the analysis of elderly poverty by household type, a high percentage of the elderly in
Japan until now have cohabited with their children as compared with the number of
elderly cohabiting with children in the West. As a consequence support for elderly parents
by their children has been emphasized, but this does not necessarily investigate the
correlation with poverty. Moreover, how the fall in households in which three generations
cohabit, which is a recent trend, and the increase in single-occupancy and married couple
only elderly households, affect the income configuration of the elderly, and in what way the
poverty conditions of the elderly are changing due to these changes in household type is not
necessarily clear.

In this research, due to concern about these problems, we will examine elderly poverty
using the National Survey of Family Income and Expenditure, which is managed by the
Statistics Bureau, Ministry of Internal Affairs and Communications. We will compare
income data for six countries collated by the Luxembourg Income Study (LIS). The six
countries are Germany, Italy, the UK, Denmark, the US, and Taiwan. There is more than
one reason why these countries were selected. From a regional viewpoint, Taiwan, which is
also in Asia, is an indispensable comparator country. From the viewpoint of household
type, Italy, which is believed to have greater numbers of households than other countries in
Europe in which elderly parents live with their children in the same house, is a good

comparator country with Japan. Further, the six countries (excluding Taiwan) can be



classified into three different groups based on Western European pensions systems?. The
first group is Italy and Germany, the second group is the UK and Denmark, and the third
group is Japan and the US. In this way, comparisons of the seven countries including
Japan are thought to be significant from the viewpoints of regionality, household type, and

makeup of the pensions system.

Research Methods and Configuration

In this research, four main analyses are performed. One is an examination of the types of
elderly households in the seven countries. There are five household types: living alone,
couples only, living with their married children, living with their unmarried children, and
other. The reason for focusing on the marital status of children living together with their
elderly parents is because in Japan in recent years there has been a marked increase in the
number of unmarried and late marriages, and the meaning of children living together with
their elderly parents has changed. Elderly households in which the children are living
together with their spouses, however, includes unmarried children living with their
parents. Living in the same house with unmarried children means living alone with their
unmarried children.

Such household types are classified from the viewpoint of making clear with whom the
elderly person is living. Generally, household classifications nearly always use
configurations of the relationship between the head of the household and the others in the
household, but the household types in this research are different on this point. The results
are analyzed in Section 1 below.

Secondly, we examined relative poverty rates. Although there are no international
standards for measuring poverty, poverty measurement by international bodies, starting
with LIS and including the United Nations Children's Fund (UNICEF), the United Nations
Human Development Report (UNHDR), OECD (the Organization for Economic
Cooperation and Development), and the European Statistical Office are based on relative
concepts. The poverty standard used by these bodies defines the poverty threshold as
one-half of national median income based on a broader definition of income for the entire
population®. The broad concept of income includes items equivalent to cash such as food
stamps in addition to disposable income (including transferrable income such as housing
allowances and cash refund tax credits, and other such resources). Japanese poverty rates,
however, cannot help but standardize yearly income due to data controls described below.

The relative poverty rates estimated in this research are in units by individual person,
using the following methods. Namely, this is a method of measuring poverty rates by
converting the totals of the various incomes gathered by the household into income per
person using the equivalent scale. There are a number of theories for which equivalent
scale to use?, but here the equivalent scale of elasticity 0.5 per household member is used.
The results are analyzed in Section 2 below.

Thirdly, we examined the total income configuration in elderly households. The Japanese

"National Survey of Family Income and Expenditure" understands in detail the income of



working and unemployed households, but stops at the income of self-employed households.
Consequently, this research, which targets all elderly households including the
self-employed, classifies overall income into five categories by adjusting the Japanese and
LIS income classifications. First is market income; for example, this includes wages and
salaries, self-employed farming income, non-farming self-employment income, homework
income, interest, and cash dividends. Second is the private occupational pensions (in
Japan, these are private and company pension insurance proceeds), and third is the social
insurance benefits, which mainly comprise public pension benefits. Fourthly, the
classification of Japanese yearly income is unclear, but is means-tested cash benefits, and
fifth is other income, including remittances. These overall household incomes are literal
meanings, and not overall household income per person according to the equivalent scale of
elasticity. The results are analyzed in Section 3 below.

Fourthly, we examined how income sources function in reducing poverty rates or
escaping poverty. This examination was performed using estimates of poverty rates per
income source. The first stage is poverty rates at the market income level, the second stage
is poverty rates at the income level when private occupational pensions have been added to
the market income, and the third stage is poverty rates at the income level when social
insurance benefits have been added to the second-stage income. Finally is the poverty rates
at the disposable income level when means-tested cash benefits and remittances from
relatives have been added to the stage three incomes. Due to Japanese data restrictions,
however, the final poverty rates are the levels of yearly income.

We are attempting to clarify the nature of income that manifests its effects when poverty
rates are reduced or poverty escaped due to by what extent poverty rates are reduced at
each level from stages one through four. The results are analyzed in Section 4 below. We
want to make clear through the analysis described above the income configuration and
relative poverty rates in elderly Japanese households. Further, in this research, all
diagrams describe elderly males and females separately with the objective of focusing on

gender.

Advance Research

Analytical research of poverty among Japan's elderly using international comparative
data has only started recently, and so is still in its infancy. For example, there is the
research by Atsuhiro Yamada, who performed a comparative analysis using the
Comprehensive Survey of Living Condition of the People on Health and Welfare from
Japan, and OECD survey data into the distribution of household incomes (in Canada, US,
UK, Italy, Germany, Netherlands, Finland, and Sweden). This research made clear that
particularly in Japan, approximately 80% of single-occupancy female households aged 75
or over are in a low income bracket, and that common to all countries, the possibility of
women aged 75 or over falling into low incomes is in the following order: Single occupancy
households, married couples, unmarried elderly females who are not the head of the

household living together with others, and households in which the elderly female is the



head of the household?. Further, Sawako Shirahase also made clear the high relative
poverty rates of single-occupancy female households in Japan by comparing data from the
Japanese Comprehensive Survey of Living Condition of the People on Health and Welfare
and LIS data (US, UK, Germany, Italy, Sweden, and Taiwan) ?.

This research references the results of this profitable former research, but the survey
data and household classifications are different. Consequently comparisons between both
research results were not made. To reiterate, the characteristics of this research are to
classify households by focusing on not only single-occupancy and married couple only
households, but also on the marital status of children cohabiting with the elderly, and to
describe the totaled results by gender and by household type, and to make clear the

similarities and differences between the genders.

I. Aged Ratios and Household Configurations

First, when the percentages of the elderly aged 65 or over in the total populations of each
of the seven countries are examined, they appear in the following order (highest first): Italy
(19.1%), Japan (19.8%), Germany (17.1%), the UK (15.1%), Denmark (14.8%), the US
(11.9%), and Taiwan (10.7%). Of these seven countries, the first four have percentages of
the elderly in excess of 15%. The percentage of the elderly aged 75 or over is between 5%

and 8% in six of the countries, with the exception being Taiwan at 3.6% (see Table 1).

Table1l  Proportion of the population aged 65 or over

U.S. U.K. Denmark Germany ltaly Taiwan Japan
Year used for the analysis 2000 1999 2000 2000 2000 2000 2004
Proportion of the population aged 65 or over
65 or over 11.9% 15.1% 14.8% 17.1% 19.1% 10.7% 19.8%
65—74 6.5% 8.6% 7.7% 10.0% 11.0% 7.2% 12.3%
75 or over 5.5% 6.5% 7.0% 7.1% 8.2% 3.6% 7.6%

Source : Calculated from "National Survey of Family Income and Expenditure”(Japan) and Luxembourg Income

Study(Other countries).

Considerable differences by gender can be seen in the configuration of elderly
households. In the case of elderly men, in six countries but excluding Taiwan, whereas
married couple households comprise the majority, in the case of elderly women, the
percentage of married couple households is considerably lower, and these are often
single-occupant households. This is because average life expectancy for women is much
greater than for men, and in many cases the husband has predeceased the women.
Excluding this point, two patterns for men and three patterns for women can be observed.

In the case of elderly men, the first is a Western pattern, which excludes Italy, and the
other is the pattern in Italy, Taiwan, and Japan. With the former, the percentage is
actually quite low, and after married couple households, the next household configuration
is single occupancy. Elderly male households in No. 2, Italy, Taiwan, and Japan are, after
married couple households, predominantly households in which elderly male living

together with married or unmarried children. In Italy's case, however, whereas the



majority are households in which elderly males are living with their unmarried children, in
the cases of Japan and Taiwan, the percentages are the same regardless of whether or not
the children are married.

In the case of elderly women, the first pattern is that of the UK, the US, and Denmark, in
which single occupancy dominates the No. 1 spot, and the second pattern is that of Japan
and Taiwan, in which 40% to 60% are women living with their married or unmarried
children, and the percentages of those living alone are low. The third pattern combines the
characteristics of both No. 1 and No. 2, such as the Italian case, in which the percentages of
elderly women living alone and elderly women living with their children are almost equal

(see Table

2). Table 2  Family composition among people aged 65 or over (%)
with with
single couple married unmarried other total
children  children

male
u.s. 175 61.6 2.1 12.2 6.7 100.0
UK. 222 64.0 1.3 9.6 29 1000
Denmark 28.0 65.2 0.1 2.9 3.8 100.0
Germany 18.5 72.7 0.3 5.1 3.4 100.0
Italy 13.8 54.4 2.7 24.3 48 100.0
Taiwan 10.7 32.8 26.3 259 43 100.0
Japan 121 51.0 16.3 16.5 41 100.0
female
us. 405 36.2 29 13.5 6.9 1000
UK. 474 37.3 25 9.6 3.2 1000
Denmark 58.7 35.5 0.1 1.9 3.7 100.0
Germany 56.0 35.3 04 3.5 4.8 100.0
Italy 33.8 32.2 3.7 21.6 8.7 100.0
Taiwan 12.1 245 37.0 22.8 3.6 100.0
Japan 24.6 30.2 284 13.2 3.7 100.0
total
us. 30.6 47.1 2.6 12.9 6.8 100.0
UK. 36.7 48.7 2.0 9.6 3.1 100.0
Denmark 459 48.0 0.1 2.4 3.7 1000
Germany 41.6 49.6 04 41 43 100.0
Italy 254 415 3.3 22.8 7.1 100.0
Taiwan 1.4 28.9 31.3 245 39 1000
Japan 19.1 39.3 23.0 14.7 3.9 100.0
Source : "National Survey of Family Income and Expenditure"(Japan)

and Luxembourg Income Study(Other countries).

According to the above, the percentage of elderly Japanese, both men and women, living
alone is low compared to the western nations, and the percentage living with their children
1s high. Compared to Taiwan, which is in the same Asian region, the percentage of elderly
Japanese living with their spouses is high, and the percentage living together with their
children is low. Focusing on Japan, what distinguishes the difference in household

configurations by gender is one more point besides those already described above (i.e., in



the case of elderly men, the percentage of married couple households is great, and the
percentage of single occupancy households is low). Whereas, in the case of elderly men, the
percentage living with children is the same at 16% regardless of whether or not the child is
married, in the case of elderly women, the percentage living with married children is
28.1%, and the percentage living with unmarried children is 13.5%, so the percentage
living with married children is 15% higher. This difference is conspicuous.

Compared to women in Taiwan, the configuration of Japanese female households is
characterized by the point that the percentage living with married children (28.1%) and the
percentage living on their own (24.5%) are almost identical. When measured from these
points, elderly Japanese women evidently live in married couple households while their
husbands are alive, and after their husbands die, branch into two, either living alone, or
together with their married children. In contrast, for the Taiwanese elderly, among whom
the percentage of married households is low, the predominant pattern is evidently to start
cohabiting with their children from the period when the elderly couple are both alive. The
survey data on this occasion is the collation and average of a temporary point, and although

the data cannot be called easy the survey data could also perhaps be perceived in this way.

Changes in Elderly Japanese Household

Compared to Western countries, Japan has high percentages of the elderly, both men and
women, living together with both their married and unmarried children. The percentage
living with their children, however, has dramatically declined in the past 15 years. The
changes in household configuration according to "the National Survey of Family Income
and Expenditure" in 1989,
1999, and 2004 are shown in

Table3 Change in the famliy composition among people aged 65 or over in Japan

(%)

Table 3. As can be seen from man women total

. . . 1989 1999 2004 | 1989 1999 2004 | 1989 1999 2004
this diagram, during these 15
ingl 6.1 108 121 196 234 246 142 179 1941
years the percentage of both sinete
men and women living with |couple 359 482 510| 144 262 302| 231 358 393
their married children has with married
. 444 230 163| 543 342 284 503 294 230
fallen by almost 30%, and the [children
number of married and single (V:V:i:;:‘e”nma”ied 102 143 165| 73 122 132| 85 131 147
occupant households has risen
other 33 3.7 4.1 43 40 3.7 39 3.8 39
greatly, and the percentage
living with their unmarried |[total 1000 1000 100.0 [ 1000 1000 100.0| 100.0 100.0 100.0
children has somewhat Source : “National Survey of Family Income and Expenditure”(Japan) and

. Luxembourg Income Study(Other countries).
increased. For all elderly g Y

(both male and female) in 2004, people living alone made up 19.1% and married couples
accounted for 39.3%; people living with their married children constituted 23.0% and
people living with their unmarried children made up 14.7%. Elderly single-person and
couple households account for approximately 60%, while those living with their children

account for approximately 40%. The living pattern was the exact opposite of the situation




15 years ago.
How do these serious changes affect relative poverty rates and income configuration?

This question will be examined below.

II. Relative Poverty Rates

In estimating the relative poverty rates, rates in Japan were based on yearly income due
to data restrictions while the other six countries were based on disposable income.
Consequently, in the case of Japan, there is a high possibility that the relative poverty rate
was over-evaluated without the effects of taxation and social insurance on income being
considered. We would like to proceed in the discussion with this point in mind. First, when
relative poverty rates are estimated by dividing the population into two groups, the elderly
aged 65 or over and the non-elderly aged under 65, the elderly group is higher in all seven
countries (see Table 4). Two countries, Taiwan (25.6%) and the US (24.5%), are particularly
high. The relative poverty rates of the elderly groups in these countries are approximately
twice to nearly three times those of the non-elderly groups. When these figures are
examined, it becomes clear that poverty among the elderly has not been eradicated even in
the developed world. The poverty rate of the elderly Japanese is 14.5% and comes in the
middle of the seven countries. With a focus on the poverty rates of the two age groups (the
elderly and the non-elderly) and the whole population, Japan ranks fourth from the top of
the rankings. In contrast, Taiwan shows a different tendency in the relative poverty rates
between the two groups. That is, the poverty rates of the elderly in Taiwan are at the top of
the seven countries, but those of the non-elderly are second from the bottom. Italy shows

the exact opposite of Taiwan’s rates and Denmark shows lower rates in all categories.

Table 4 Relative poverty rates of the population aged 65 and over and under aged 65

u.S. UK. Denmark Germany Italy Taiwan Japan
elderly
males 19.1% 13.7% 10.1% 6.0% 10.9% 24.7% 11.6%
females 28.7% 20.2% 13.5% 13.1% 16.8% 26.7% 16.8%
total 24.5% 17.4% 12.1% 10.4% 14.3% 25.6% 14.5%
non—elderly
males 14.8% 10.6% 4.1% 7.2% 11.9% 6.8% 7.7%
females 16.9% 12.1% 4.1% 8.6% 12.9% 7.3% 9.5%
total 15.9% 11.4% 4.1% 7.9% 12.4% 7.1% 8.4%
the entire population 16.9% 12.3% 5.3% 8.4% 12.8% 9.1% 9.8%

Source: "National Survey of Family Income and Expenditure"(Japan)

and Luxembourg Income Study(Other countries).

When the elderly groups are divided by gender, poverty rates among women are higher

in all seven countries. In particular, the total poverty rate for elderly women in the US



(28.7%) is almost 10 points higher than for men overall (19.1%), and the difference in
poverty rates by gender is striking. The highest poverty rates for women overall after the
US are Taiwan (26.7%) and the UK (20.2%). The gender difference in poverty rates in
Taiwan, however, is low, and the relative poverty rates for the elderly are high among both
men and women. Conversely, in Denmark, the relative poverty rates are low, and the
gender difference in these poverty rates is extremely small. The poverty rate of all

Japanese women is 16.8%, following the UK.

The following can be understood by viewing relative poverty rates by household
configuration (see Table 5). Firstly, the highest relative poverty rate for both men and
women in all countries is the single-occupant household. Of these, the highest are women
living alone in Taiwan, the US, and Japan at between 30% and 60%. Elderly women in both
Japan and Taiwan have extremely high relative poverty rates despite the percentage of
such women living alone being low compared to other countries.

Secondly, with married couple households, the relative poverty rates are low for both
men and women, and when married children are added, the relative poverty rates are
further reduced (for six countries, excluding men and women in Italy). This fact shows a

tendency where the risk of poverty
Table5 Relative poverty rates among people aged 65 or over (%)

1s lower 1n cohabited than in with with
. } . single couple married  unmarried other
single-occupancy households. This children  children total
. . . . male
trend is particularly striking us. 34.9 16.8 1.3 13.0 123 19.1
among elderly women in Asia, UK. 211 13.2 0.0 4.4 4.4 13.7
_ Denmark  23.2 5.2 0.0 1.9 34 10.1
where relative poverty rates are Germany 93 56 00 33 0.0 6.0
) . Italy 15.6 10.1 13.6 116 0.6 10.9
high for the elderly living alone. Taiwan 429 398 8.7 135 292 247
For elderly Japanese women, the fe::]‘::n 220 109 53 124 1.3 116
relative poverty rate (36.7%) for s 45.7 17.3 6.7 18.1 17.7 28.1
o _ ] UK. 28.8 15.0 38 6.1 71 20.2
those living alone is higher than Denmark  19.1 6.0 0.0 35 2.3 135
. Germany  19.6 5.3 0.7 6.9 1.3 13.1
that of married couples by 25.5 Italy 29.1 8.8 172 13.8 5.3 16.8
¢ - d is hich Taiwan 62.6 433 9.3 173 32.9 26.7
percentage points and 1s higher Japan 36.7 11.2 6.1 16.7 130 16.8
than that of people living with total
us. 43.1 17.0 8.4 16.0 15.4 245
their married children by 30 UK. 26.9 14.0 2.7 54 6.1 174
) Denmark  20.2 55 0.0 2.6 28 12.1
percentage points. Germany 178 5.5 0.5 5.2 0.9 10.4
Italy 26.0 95 15.9 12.9 40 143
Taiwan 52.7 412 9.0 15.2 30.8 25.6
Japan 32.6 11.0 5.9 14.6 12.2 14.5

Source : Calculated from "National Survey of Family Income and

Expenditure™(Japan) and Luxembourg Income Study(Other countries).

In this way, the economic welfare situation of elderly Japanese women is strikingly
different depending on whether they live on their own or with either a husband or married
children (or both). This situation simply shows the economic distress of women living on

their own.



Changes in Relative Japanese Poverty Rates

Although limited to Japan, Table6 Change in the relative poverty rates the population aged 65

when the changes in relative and over and under aged 65 in Japan

(o)

poverty rates are examined man women total
1989 | 1999 | 2004 [ 1989 | 1999 | 2004 | 1989 | 1999 | 2004
(see Table 6), the non-elderly [ron—eiderly 6 | 72 | 77 | 15 9 | 95 | 68 81 | 86
aged under 65, for both male elderly. 14 | 119 | 116 | 183 | 187 168 | 165 | 157 | 145

elderly:by household type

and female, show upward single 390 | 235 220 | 482 454 | 367 | 466 396 @ 326
couple 194 | 128 | 109 | 230 | 139 112 | 207 | 133 | 110
trends, but the elderly aged with married children 64 50 | 53 | 58 | 5.1 6.1 60 5.1 5.9
with unmarried children | 10.9 | 104 | 124 [ 208 162 167 | 160 | 135 146
65 or over, for both male and other 204 | 130 113 | 194 186 | 130 | 198 | 163 @ 122
female, show  downward total 140 | 119 | 116 | 183 187 168 | 165 | 157 | 145

trends. The relative poverty and Luxembourg Income Study(Other countries).

rate of the elderly peaked in

1989 in the middle of the bubble economy, but the figure fell in 1999, when the economy
became worse, and this tendency has continued until now. This study cannot draw correct
answers as to what caused these changes, but this tendency is worth attention in relation
to the change in income configuration of the elderly, which this paper examines in the

following section.

In addition, with a focus on the elderly aged 65 or over by household pattern, all
households, for both male and female, show downward trends in the poverty rates in
comparison with the 1989 level. However, compared with 1999, in 2004, elderly men living
with their unmarried children and elderly women living with their married children
showed moderate upward trends. In the meantime, people living alone and married
couples, both male and female, showed a remarkable decline in the relative poverty rates.
In particular, the poverty rates dropped by the largest margin of 17% with men living
alone from 39% in 1989 to 22% in 2004. Married women also showed particularly large
decreases with the rates dropping by 11.8 percentage points in 2004 compared with 1989.
As noted above, noticeable declines in the poverty rates vary by gender. Women living

alone continue to be the highest in the rates.

IT1. Income Configuration among the Poor and the Non-Poor

Table 7 shows the income configurations of elderly households in each country divided
into the poor and non-poor. Here, the word "poor" describes those with less than 50% of the
median equivalence income, and "non-poor" indicates those with 50% or more of the median
equivalence income. All income is included in the median equivalence income, and in the
case of the elderly living with their children, describes the percentage of incomes that
comprise the overall income, including the children's incomes. The Japanese data, however,
could not tally the means-tested cash benefits independently, and so is not shown.

As can be understood from these diagrams, the income configuration of the elderly differs

considerably between the poor and non-poor, and between household types. From the point

Source : Calculated from “National Survey of Family Income and Expenditure”(Japan)




of view of a conclusion, whereas the income configurations of the non-poor comprise

multiple sources of income in all countries, the poor in six countries excluding Taiwan are

concentrated in social security benefits, and both show a contrastive configuration. The

income configurations for the two groups are described below by household configuration.

Income Configurations of Non-Poor Single Households and Couple-Only Households

Firstly, when the income configurations of non-poor single households and couple-only

households are examined, four different patterns emerge. Firstly, there is the "social

insurance-centered" income configuration pattern, such as in Italy or Germany, in which

approximately 70% to 80% of overall income is in the form of social insurance benefits, and

10% to 20% are market incomes, so social insurance benefits are decisively the most

important source of income. The second pattern, such as in the UK and Denmark, is the

Table 7 Configuration of the total gross income in poor and non—poor households

(%)

us factor income | private occupational pensions | social insurance benefits| means-tested cash benefits| other cash income] total gross income

T men | women| men | women| men | women| men | women| men | women] men | women
single non—poor 472 371 144 14.9 37.9 46.7 0.3 04 0.2 0.9 100.0 100.0
poor 5.6 5.9 1.2 3.6 88.7 85.2 4.5 4.9 0.1 0.4 100.0 _ 100.0
couple non—poor 470 41.1 13.3 14.4 394 442 0.2 0.1 0.1 0.1 100.0 100.0
poor 9.8 7.1 3.7 3.4 82.1 85.5 4.1 3.7 0.3 0.2 100.0 _ 100.0
with married  non—poor 76.8 81.2 4.1 2.7 174 14.6 1.3 1.5 0.3 0.1 100.0 100.0
children poor 421 49.8 0.0 0.5 47.1 38.6 9.7 9.9 1.1 1.1 100.0  100.0
with unmarried non—poor 67.2 64.7 6.6 59 24.1 271 15 1.6 0.5 0.7 100.0 100.0
children poor 30.5 25.3 5.0 2.3 52.1 59.1 11.5 11.9 0.9 1.3 100.0  100.0
other non—poor 61.5 65.5 8.4 6.5 284 26.1 1.2 1.7 0.5 0.3 100.0 100.0
poor 20.3 28.0 1.3 1.4 68.3 62.8 10.0 6.5 0.2 1.3 100.0  100.0

UK factor income | private occupational pensions | social insurance benefits| means—tested cash benefits| other cash income| total gross income

o men | women| men | women| men | women| men | women| men | women| men | women
single non—poor 19.0 10.8 31.0 23.1 405 480 9.1 17.2 0.3 1.1 100.0 100.0
poor 7.3 6.1 8.0 8.8 79.1 78.8 5.3 6.0 0.3 0.3 100.0 _ 100.0
couple non—poor 23.7 20.5 32.1 324 41.8 444 21 24 0.3 0.3 100.0 100.0
poor 6.6 5.9 7.1 8.2 83.9 83.1 2.3 2.8 0.0 0.0 100.0  100.0
with married  non—poor 71.0 70.5 1.1 9.2 18.1 17.7 3.1 2.1 0.0 0.5 100.0 100.0
children poor 0.0 25.4 0.0 4.1 0.0 31.0 0.0 39.5 0.0 0.0 0.0 100.0
with unmarried non—poor 53.8 53.8 14.6 9.5 26.7 29.3 4.7 6.9 0.2 0.5 100.0 100.0
children poor 9.7 11.9 10.8 53 61.0 61.9 18.5 21.0 0.0 0.0 100.0  100.0
other non—poor 30.9 314 18.8 21.2 452 422 4.6 47 0.5 05 100.0 100.0
poor 4.1 2.5 1.3 9.3 94.6 81.6 0.0 6.5 0.0 0.0 100.0  100.0

factor income | private occupational pensions | social insurance benefits| means-tested cash benefits| other cash income]| total gross income

Denmark

men | women| men | women| men | women| men | women| men | women| men | women
single non—poor 16.0 10.9 235 21.2 52.2 58.3 58 8.5 24 1.2 100.0 100.0
poor 2.3 2.4 0.3 0.4 96.1 95.6 1.0 1.4 0.3 0.1 100.0  100.0
couple non—poor 25.0 18.5 234 259 495 53.3 1.1 1.3 1.1 10 100.0 100.0
poor 1.8 0.3 1.3 1.2 96.5 98.2 0.6 0.4 -0.2 -0.1 100.0  100.0
with married  non—poor 49.8 53.2 9.2 9.0 375 32.6 28 3.0 0.6 23 100.0 100.0

children poor 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

with unmarried non—poor 56.4 49.0 10.1 8.6 29.8 38.4 2.6 3.0 1.2 1.0 1000 100.0
children poor 21.7 15.5 0.0 0.4 62.1 81.9 15.8 1.6 0.4 0.5 100.0  100.0
other non—poor 49.3 46.4 9.4 10.5 37.8 38.8 2.6 28 0.9 1.4 1000 100.0
poor 22.4 4.0 2.6 1.5 61.4 76.5 12.3 16.1 1.3 1.9 100.0 __ 100.0
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Table 7

continued

factor income | private occupational pensions| social insurance benefits| means—tested cash benefits| other cash income| total gross income
Germany

men | women|] men | women|] men | women| men | women|] men | women| men | women
single non—poor 14.4 14.5 5.1 3.8 80.3 80.5 0.1 0.5 0.1 0.6 100.0 100.0
poor 2.8 6.2 0.0 0.5 95.4 90.5 1.8 2.5 0.0 0.3 100.0 _ 100.0
couple non—poor 23.1 19.6 52 50 7.3 75.0 0.2 0.2 0.2 0.2 100.0 100.0
poor 7.5 4.1 0.8 1.1 87.5 91.1 4.0 3.6 0.1 0.2 100.0 _ 100.0
with married  non—poor 59.5 56.0 0.0 0.2 40.0 429 0.4 0.8 0.0 0.2 100.0 100.0
children poor 0.0 32.3 0.0 0.0 0.0 67.7 0.0 0.0 0.0 0.0 0.0 100.0
with unmarried non—poor 56.4 57.7 1.8 1.9 41.0 39.4 0.5 1.0 0.4 0.1 100.0 100.0
children poor 2.0 2.0 0.0 0.0 98.0 62.2 0.0 35.8 0.0 0.0 100.0  100.0
other non—poor 271 49.6 1.3 0.9 7.4 48.6 0.2 0.5 0.0 0.4 100.0 100.0
poor 0.0 5.3 0.0 0.0 0.0 94.7 0.0 0.0 0.0 0.0 0.0 100.0

Ital factor income | private occupational pensions | social insurance benefits| means-tested cash benefits| other cash income| total gross income

av men | women| men | women| men | women| men | women| men | women| men | women
single non—poor 25.3 9.4 0.5 1.9 71.9 85.3 2.1 28 0.1 0.6 100.0 100.0
poor 4.8 2.0 0.8 0.6 88.1 76.7 6.3 20.6 0.0 0.0 100.0 100.0
couple non—poor 259 19.5 1.0 1.1 69.3 74.8 3.3 41 0.4 0.5 100.0 100.0
poor 4.1 52 3.9 44 76.6 71.4 14.5 18.7 0.9 0.3 100.0  100.0
with married  non—poor 58.5 58.1 0.0 1.1 40.0 38.0 14 2.6 0.0 0.2 100.0 100.0
children poor 14.6 11.4 0.0 0.0 70.6 38.9 14.8 49.7 0.0 0.0 100.0 _ 100.0
with unmarried non—poor 57.0 53.5 0.9 0.8 40.6 43.8 15 1.9 0.1 0.1 100.0 100.0
children poor 6.3 5.6 1.9 1.5 86.3 81.4 5.5 10.5 0.0 0.9 100.0 _ 100.0
other non—poor 38.1 425 0.5 0.7 59.7 53.1 1.1 3.3 0.5 0.3 100.0 100.0
poor 0.0 4.6 0.0 0.0 100.0 76.9 0.0 18.6 0.0 0.0 100.0 100.0

Taiwan factor income | rrivate occupational pensions | social insurance benefits| means-tested cash benefits| other cash income| total gross income

men | women|] men | women|] men | women| men | women|] men | women| men | women
single non—poor 33.6 34.6 27.3 59 0.5 0.5 220 12.5 16.6 46.5 100.0 100.0
poor 14.0 15.7 1.2 0.0 2.2 2.8 54.0 26.3 28.6 55.1 100.0 _ 100.0
couple non—poor 46.4 429 243 20.6 1.3 1.1 7.7 9.5 20.4 25.9 100.0 100.0
poor 26.8 26.2 1.9 1.4 3.8 3.9 28.9 30.3 38.6 38.1 100.0 _ 100.0
with married non—poor 87.7 89.0 2.7 1.6 24 3.0 2.8 20 45 43 100.0 100.0
children poor 74.4 70.3 0.0 0.0 4.9 4.6 11.2 12.8 9.4 12.3 100.0 100.0
with unmarried non—poor 75.0 80.8 12.0 29 25 22 45 4.7 6.0 94 100.0 100.0
children poor 49.0 55.4 3.7 0.0 2.7 2.9 23.9 17.7 20.7 24.0 100.0  100.0
other non—poor 63.6 59.4 12.8 10.3 22 2.5 1.7 6.2 13.7 215 100.0 100.0
poor 27.2 35.7 0.0 0.0 3.5 3.5 32.4 314 36.9 29.5 100.0 _ 100.0
Japan factor income | erivate and company pension | public pension benefits| means-tested cash benefits| other cash income yerly income

P men | women| men | women| men |women| men | women| men | women| men | women
single non—poor 18.5 20.8 1.7 8.8 7.3 65.7 - - 25 50 100.0 100.0
poor 8.7 4.9 3.4 6.2 74.0 79.1 — — 14.0 9.8 100.0 100.0
couple non—poor 30.1 281 7.6 6.8 60.7 63.6 - - 1.5 1.5 100.0 100.0
poor 12.6 8.4 6.5 6.7 77.1 80.9 - - 3.8 4.1 100.0  100.0
with married  non—poor 81.4 82.1 1.7 20 15.8 14.9 - - 1.1 1.0 1000 100.0
children poor 58.4 57.8 5.0 4.0 33.4 36.3 - - 3.2 1.9 100.0 _ 100.0
with unmarried non—poor 56.2 58.5 4.9 3.7 36.7 33.2 - - 2.3 4.6 1000 100.0
children poor 19.5 25.5 8.5 5.5 69.6 63.3 - - 2.5 5.6 100.0 _ 100.0
other non—poor 478 52.6 59 49 447 40.9 - - 1.6 1.6 100.0 100.0
poor 21.7 21.0 4.7 3.3 69.7 71.3 — — 3.8 4.4 100.0 100.0
Source : Calculated from "National Survey of Family Income and Expenditure”(Japan) and Luxembourg Income

Study(Other countries)

"multiple pensions model" income configuration pattern, whereby 40% to 50% of total in

come is in the form of social insurance benefits, 20% to 30% are private occupational

pensions, and 10% to 20% are market income, and these three income sources support the

elderly. The third pattern, as in the US, is the "employment-plus-pension model" income

configuration pattern, in which there is a fixed percentage of private occupational pensions,

but nearly 30% to 50% of total income is market income and 30% to 40% is in the form of

social insurance benefits, and these two income sources support the elderly. With all these

patterns, the percentage of social insurance benefits as part of total income is considerably

higher among women, and the percentage of market income, and private occupational
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pensions, is considerably higher among men.

The fourth pattern strikingly differs from the three patterns described above, and shows
that a social security system is not provided, with the percentage of social insurance
benefits in total income to be absolutely low at approximately 1%. This pattern is seen in
Taiwan. In this country, market income (30% to 40%), means-tested cash benefits, and
other cash income including remittances from relatives (approximately 20% to 40%) are
important sources of income for the elderly. In single-occupancy male households, however,
the percentage of means-tested cash benefits is high (22%), and other cash income is high
for women living alone (46.5%), so the main sources of income differ by gender.

Of the four patterns described above, both the first pattern, which centers on social
insurance benefits, and the second pattern of multiple pensions have low percentages of
market incomes, whereas the third and fourth patterns have high percentages of market
incomes. That is, with income maintenance among the elderly, whereas in the first pattern
(Germany and Italy) social insurance benefits occupy a decisively important position, in the
second (the UK and Denmark) and third patterns (the US and Japan), there is another
important source of income equal to social insurance benefits. The former is private
occupational pensions, and the latter is market income. In income configuration of the
non-poor living alone or in married couple households is different among the six countries,
but in all cases they share the common point of having multiple sources of income.

Next, the study examines the pattern of income configuration of non-poor single
households and couple-only households in Japan with a focus on the comparison of seven
countries (see Table 7) and changes in the 15 years from 1989 to 2004 (see Table 8). These
figures show that income patterns dramatically changed during the 15 years from 1989 to
2004.

More specifically, with regard to single male households, the market income constituted
48.8% of their yearly income in 1989 and their public pension benefits made up 48.3%,
both of which are almost the same percentage. Alternatively, single female households
scored just 31.2% with the market income in 1989, with 17 percentage points lower than
that of men, and they showed 61.6% with public pension benefits, 13 percentage points
higher than those of men. In the case of couple-only households in 1989, their income
configuration was similar to that of single male households. That 1is, the
employment-plus-pension-benefits model (the third pattern) was the norm for both cases in
1989.
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Table 8 Changes in the configurations of total gross income among poor and non—poor households in Japan (%)
factor income private and company J public pension other cash income yearly income
men pension insurance proceeds| benefits
1989 1999 2004 ] 1989 1999 2004 | 1989 1999 2004 ] 1989 1999 2004] 1989 1999 2004
single non—poor | 489 215 185 - 3.3 771 483 725 713 2.8 2.7 2.51100.0 100.0 100.0
poor 53 113 8.7 - 6.1 34| 746 720 740] 204 106 14.0]100.0 100.0 100.0
couple non—poor | 460 32.0 30.1 - 52 76 ] 50.9 605 60.7 3.1 2.3 1.5]100.0 100.0 100.0
poor 171 128 126 - 2.9 65| 773 802 771 5.7 4.0 3.8]1100.0 100.0 100.0
with married  non-poor | 85.9 841 814 - 1.0 1.7] 128 136 15.8 1.3 1.3 1.1 ]100.0 100.0 100.0
children poor 78.6 723 584 - 1.5 50| 187 240 334 2.7 2.2 3.2]1100.0 100.0 100.0
with unmarried non-poor | 68.5 608 56.2 - 3.3 49| 287 334 36.7 28 25 2.31100.0 100.0 100.0
children poor 417 272 195 - 3.3 85| 558 67.8 69.6 2.6 1.7 2.5]1100.0 100.0 100.0
other non—poor | 57.3 43.0 478 - 3.7 59| 39.6 500 447 3.1 34 1.6 |100.0 100.0 100.0
poor 36.6 192 217 - 5.6 47| 579 725 697 55 2.6 3.81100.0 100.0 100.0
total non—poor | 685 515 450 - 35 59| 293 429 475 22 2.1 1.6 |100.0 100.0 100.0
poor 319 209 171 - 3.6 60| 61.2 709 713 6.9 4.7 5.7]1100.0 100.0 100.0
factor income private and company J public pension other cash income yearly income
women pension insurance proceeds benefits

1989 1999 2004 ] 1989 1999 2004 | 1989 1999 2004 | 1989 1999 2004 ] 1989 1999 2004
single non—poor | 31.2 259 208 - 4.1 88| 616 664 654 7.2 3.6 5.0 1100.0 100.0 100.0
poor 11.8 7.8 4.9 - 4.2 62| 742 798 79.1| 140 8.2 9.8 |100.0 100.0 100.0
couple non—poor | 447 274 28.1 - 45 68| 522 659 636 3.1 2.2 1.5]1100.0 100.0 100.0
poor 158 103 8.4 - 2.8 6.7| 781 829 809 6.1 4.0 4.1 (100.0 100.0 100.0
with married  non-poor | 885 845 82.1 - 1.0 20] 102 129 149 1.3 1.5 1.0 1100.0 100.0 100.0
children poor 760 686 578 - 2.0 40| 215 247 363 24 4.1 1.9 1100.0 100.0 100.0
with unmarried non-poor | 71.7 605 58.5 - 24 37] 259 315 332 24 5.6 4.6 {100.0 100.0 100.0
children poor 380 276 255 - 2.8 55] 559 632 633 6.1 6.3 5.6 ]100.0 100.0 100.0
other non—poor | 739 537 526 - 24 49| 233 404 409 2.7 35 1.6 1100.0 100.0 100.0
poor 50.2 223 21.0 - 3.2 33| 440 671 713 5.8 7.3 4.4 (100.0 100.0 100.0
total non—poor | 759 59.1 527 - 25 47| 219 359 403 22 25 2.3100.0 100.0 100.0
poor 289 17.3 15.0 - 3.5 59| 619 724 722 9.3 6.7 7.0 1100.0 100.0 100.0

Source: Calculated from "National Survey of Family Income and Expenditure”(Japan) and Luxembourg Income

Study(Other countries)

However, in 2004, the market income of non-poor single households and couple-only
households varied from near 20% level to a 30% level and their public pension benefits
increased to a range of 60% to 70%. This suggests that during the 15 years, the income
configuration of non-poor single households and couple-only households in Japan has
changed to the first pattern, in which public pension benefits played an increasingly
important role although they earned some market income.

In addition, there are points to note with regard to the income configuration of non-poor
single elderly female households in the Japan. Their market income rate was 20.8% in
2004 and the value was relatively higher than those of women in Germany (14.5%) and
Italy (9.4%), where people put emphasis on social insurance benefits while including
market income. The figure was also relatively higher than that of single elderly male
households in Japan and Germany. In contrast, the rate (65.4%) of non-poor single elderly
female households in Japan depending on pension benefits was lower. The changes in the
rate of their market income and public pension benefits to the annual income were less
remarkable when compared to those of men. In this way, the income configuration of
non-poor Japanese households differs by gender.

Another remarkable change in the Japan is the increasing percentages of private and
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company pension insurance proceeds. This, however, might be due to the fact that the
"National Survey of Family Income and Expenditure" has classified "private and company
pension insurance proceeds" separately since 1999. Japan’s percentages of private and
company pension insurance proceeds are larger than those of Germany and Italy, both of
which constitute the income pattern based on social insurance benefits, but the
percentages are lower than those of the UK and Denmark (multiple pensions-based income
patterns comprised of social insurance benefits and corporate and individual pensions) and

the US (the employment-plus-social-insurance model).

Income Configuration among the Non-Poor Cohabiting with their Children

Next, when the income configuration of the non-poor in Japan, Italy, and Taiwan is
examined, where the percentage of elderly households cohabiting with either their married
or unmarried children is great, the children's market income is added, and the percentage
of market income in total income is thus high. Japan and Italy are lower than Taiwan in
the market income rates with single and couple-only households, but the addition of the
children's market income increases their market income rates from 50% to 80% for both

male and female.

Differences arise, however, when Italy, Japan, and Taiwan are compared. The
percentage of market incomes in Italy and Taiwan are not affected by the children's
marital status, whereas in Japan, the percentage is. The percentage of market income in
the total income of elderly households cohabiting with married children in Japan is 80%,
whereas the percentage when cohabiting with unmarried children is approximately 60%,
meaning that the latter is around 20% lower. This trend is the same regardless of the

gender of the elderly person.

Income Configuration among the Poor

This time, with regard to the income configuration of poor single and married couples’
households, the lower percentage of market income shows that those households focus on
social insurance benefits regardless of the income configuration patterns of the non-poor in
each country. This income configuration does not apply to Taiwan. For example, the income
configurations in impoverished single-occupant and
married couple households in the UK and Denmark, in which the income configuration
among the non-poor is the multiple pensions model, whereas the percentage of social
insurance benefits account for 80% to 90% for both men and women, the percentage of
private occupational pensions 1is low. Alternatively, the income configuration in
impoverished single-occupant and married households in the US, where the income
configuration of the non-poor is the employment-plus-pension model, the relative

importance of the social insurance benefits to both men and women is high, and accounts
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for approximately 80% of total income. However, poor single Italian female and couple-only
households show a different landscape from this tendency in their income configuration.
They depend less on social insurance benefits than poor male households and more on
means-tested cash benefit. The Italian means-tested cash benefit system is a significant
source of income for poor women. As the following example of Taiwan suggests, the
means-tested cash benefits system has a different meaning by gender in different

countries.

For the poor in Taiwan, where public pensions are not provided, the percentage of other
cash income including means-tested cash benefits and remittances is clearly a greater
source of income than for the non-poor. However, other cash income including regular cash
remittances (55.1%) are a major source of income for poor single female households in the
country and means-tested cash benefits (54 %) are significant for poor single male

households. A major source of income greatly differs by gender.

In this way, the income configuration of impoverished single-occupant and married
couple households in the six countries, excluding Taiwan, is concentrated on social
insurance benefits for both men and women. This is in contrast to the situation in which
the non-poor maintain their lifestyles through multiple sources of income.

A further point for consideration is that income configurations which focus on social
insurance benefits to the poor also cover households cohabiting with children as well as
single-occupancy and married couple households. For example, in Italy, 70% to 80% of the
income in impoverished elderly households cohabited with their children is social
insurance benefits, regardless of whether or not the children are married, except for elderly
women cohabiting with their married children. In Japan, the income configuration depends
on whether or not the children are married, and elderly households cohabited with
unmarried children have up to 20% lower market incomes as part of their yearly income for
both men and women, and the percentage of public pension benefits is up to 60% higher.
Japan and Italy differ in this way depending on the marital status of the children, but it is
evident that social insurance benefits to the elderly are the mainstay of household income
among the impoverished elderly cohabiting with their children. That is, this hints at the

fact that rather than the children economically supporting the elderly, the reverse is true.

Disposable Income and Payment of Taxes and Social Insurance in Total Gross Income

We would like to look more closely at the percentages of tax and social insurance in total
gross income with relevance to the income configurations of the non-poor and the poor (see
Table 9). The data for Japan and Italy are protected, so these percentages cannot be
calculated. When the remaining five countries are examined, the following emerges:
(1) The burden of tax and social insurance differs considerably between the non-poor and
the poor, and the burden for the non-poor is largest in the US.(2) Completely the reverse of

the US, the burden for tax and social insurance among the poor is largest in
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Taiwan. (3) The country where the gap between the non-poor and the poor is not great, and
the burden of tax and social insurance is high at around 20% to 30% for both groups is
Denmark. (4) The countries where the gap between the non-poor and the poor is not great,

and the burden of tax and social insurance is not high, are Germany and the UK.

Table 9 Percentage of the taxs and social insurance
contribution from total gross income (%)

u.s. U.K. Denmark Germany Taiwan
men women| men women| men women| men women|] men women
. non—poor 16.3 109 ] 115 831 30.7 278| 118 9.0 3.1 1.8
single
poor 0.3 03] 104 99| 253 253 7.2 6.7 6.3 7.3
non—poor 151 132 ] 128 120 295 289 9.5 9.0 42 3.4
couple
poor 0.7 041 121 111 196 202 6.2 5.9 9.6 9.4
with married hon-poor | 176 198| 164 183|284 305|208 199 97 99
children poor 36 45| 00 146| 00 00| 00 94| 157 151
with i non—poor 179 151] 16.1 146 31.1 308 | 195 214 7.9 8.0
unmarried
children poor 96 31| 77 75| 163 233| 61 40| 139 131
h non—poor 16.0 165] 101 120 30.3 303 | 153 196 6.5 6.8
other
poor 2.4 2.9 93 127 225 232 0.0 541 127 107

Source: Calculated from "National Survey of Family Income and Expenditure”(Japan) and Luxembourg Income

Study(Other countries)

IV. The Structure of Income Sources that Contribute to Reducing Poverty Rates
or Escaping Poverty

Consequently, changing the focus, what sources of income are effective in reducing
relative poverty rates or in escaping poverty? To examine this question, we estimated the
poverty rates for each income source in accordance with the procedures described in the
research methods.

Poverty rates from first-stage market incomes to final disposable income differ
considerably between households cohabiting with children and those that are not, and the
poverty rates at each stage are considerably lower in households cohabiting with children.
Here, households were divided into single occupancy and married couples, and those
cohabiting with children, for examination.

The commonality between single-occupancy and married couple households in all
countries was that poverty rates at the market income level were extremely high at
between 70% and 90%. That is, the majority of these elderly households do not have
sufficient self-generated income or income from assets (interest, rents, share options, or
other sources) to avoid poverty as much as possible. Excluding this point, the status in each
country can be broadly divided into four patterns. These patterns are similar to the income

configuration patterns (see Figure 1).
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Figure 1 Relative poverty rates by source of income
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First is the pattern in which social insurance benefits play a decisively important role in
reducing relative poverty rates, as in the cases of Germany and Italy. For example, in the
case of single-occupancy male households in Germany, the first-stage (market income)
poverty rate is 91.2%, and the second-stage (market income + private occupational
pensions) poverty rate is 88.9%, and so the first and second-stage poverty rates are almost
completely unchanged. Upon reaching Stage 3 (in which net social insurance benefits are
added to Stage 2), however, the poverty rate falls to 9.9%. Poverty rates are reduced by 79%
due to social insurance benefits. Further, in the case of single-occupant male households in
Italy, poverty rates are reduced by 69% due to net social insurance benefits.

One more characteristic of this pattern is that the reduction in poverty rates due to social
insurance benefits is approximately the same for both single-occupancy and married couple
households. The poverty rates for women in these countries, however, are high at all stages
when compared to men.

The second pattern is the effect of multiple sources of income up to the stages of social
insurance benefits, private occupational pensions, and disposable income on reducing
poverty rates, such as in the UK and Denmark. Additional income from Stage 3 income
(market income + private occupational pensions + social insurance benefits) to disposable
income includes means-tested cash benefits and remittances from relatives (i.e., private
assistance). Private assistance, however, is clearly rather small even from the viewpoint of
income configuration. Consequently, the remarkable reduction in poverty rates up to the
disposable income stage should be considered as greatly affected by public assistance.

For example, in the case of single-occupancy male households in Denmark, the poverty
rate at the first market income level is 94.5%, the poverty rate at Stage 2 (market income +
private occupational pension) is 78%, the poverty rate at Stage 3 (market income + private
occupational pensions + social insurance benefits) is 50.2%, and the poverty rate at the
disposable income stage is 23.2%. The reduction in poverty rates for each stage from the
poverty rate at the market income level to the disposable income level are 16.5%, 27.8%,
and 27%, and the rates of reduction in Stages 3 and 4 are clearly close together. In the case
of single-occupancy female households in the same country also, there have been similar
trends in reduction (14.8%, 26.4%, and 36.5%), but the reduction in poverty rates at the
disposable income stage has been more conspicuous than for men. This fact hints that the
reduction in poverty rates due to public assistance has been much more effective for elderly
women. Thanks to the effects of public assistance focused on elderly women, poverty rates
for women living alone in this pattern are similar to the first pattern.

The third pattern occupies a position halfway between patterns 1 and 2, and is the case
in the US. The effects in both countries of private occupational pensions are considerably
higher than with the first pattern, but less than the effects in the second pattern and,
further, the importance of social insurance benefits are less than with pattern 1, but
greater than with pattern 2. This pattern is almost entirely unaffected by public

assistance, which has proven highly effective for women in particular, as with pattern 2
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and, differing from pattern 1, there have been differences in the reductions in poverty rates
due to social insurance benefits between single-occupancy and married couple households.
These various factors combine to make poverty rates among single-occupancy female
households in this pattern extremely high.

The fourth pattern is that poverty rates are consistently high from market income (stage
1) to social insurance benefits (stage 3) and the values decrease only in the disposable
income level including public and private support. Taiwan is an example of this pattern. It
is noticeable that the poverty rates of single female households in Taiwan are almost 90%
from level A to level C and that the figures show as high as 62.6% even in the disposable

income level including private support.

Table 10 Change in the relative poverty rates by source of income, Japan
(%)

B:A+private and
A : factor income company pension
insurance proceeds

1989 1999 2004 | 1989 1999 2004 | 1989 1999 2004 | 1989 1999 2004
men | 784 893 91.1| 784 879 865| 401 243 248| 390 235 220

single women| 916 921 924 916 904 884| 543 481 400| 482 454 367
total | 894 914 920| 894 897 879| 519 418 358| 466 396 326

men | 754 818 837| 754 789 783 | 213 138 116| 194 128 109

couple women| 776 852 852 776 827 804| 253 148 119 230 139 112
total | 763 832 844 763 803 792| 228 142 11.7| 207 133 110
men | 134 131 148 | 134 124 140| 75 60 62| 64 50 53
women| 129 153 187 129 146 171| 69 62 68| 58 51 6.1
total | 131 146 175| 131 139 161| 71 62 66| 60 51 59
Z;ti:;:‘e”nmar”ed omen| 444 488 548| 444 473 523| 229 201 198| 208 162 167
total | 400 475 540| 400 455 507| 180 165 168)| 160 135 146

men | 646 690 688 | 646 67.1 627| 231 157 139| 204 130 113

other women| 409 620 61.1| 409 608 560| 218 214 155| 194 186 130
total | 490 650 646| 490 635 59.1| 223 190 148| 198 163 122

men | 436 612 67.7| 436 590 634| 155 130 128| 140 119 116

total women| 412 575 632| 412 560 598 206 205 185| 183 187 168
total | 422 592 652| 422 573 14| 186 173 160| 165 157 145

Source: Calculated from "National Survey of Family Income and Expenditure”(Japan) and Luxembourg Income

C:B+public pension

benefits yearly income

with married
children

Study(Other countries)

Further, in the case of Taiwan, poverty rates at stage 3 (market income + private
occupational pensions + social insurance benefits) are considerably higher than poverty
rates at stage 2 (market income + private occupational pensions). This is thought to be
because the percentage of tax and social insurance that comprise total income among the
poor are higher than among the non-poor, as described in the income configurations.

This section looks at which category Japan can be grouped into. In Japan, changes
occurred in the source of income that could lower the poverty rates (or prevent poverty)
during the past 15 years. Figure 1 (comparison of seven countries) and Table10 (changes in
Japan) illustrate that the poverty rate of single male households in Japan at the market
income level was 78.4% in 1989 and that the value was 38.3 percentage points lower with
the addition of public pension benefits. This tendency was also the case with single female
households (37.3%). These situations in Japan in 1989 were quite similar to those in the
US in 2000. The poverty rate of single male households in the US at the market income

level was 78.4% and the value was lower by 33.4 percentage points with the addition of

-19 -



social insurance benefits. In the case of single female households in the US, the figures
were 88.4% and 34.6%, respectively. As these comparisons show, in 1989 Japan exhibited
the same pattern as the US.

However, after 1999 Japan’s pattern shifted to that of Germany and Italy. That is, the
public pension system played a larger role in lowering the poverty rates (or in preventing
poverty). For example, in 2004, the poverty rate of single male households at the market
income level was 91.1%, which was 12.7 percentage points higher than in 1989. In addition,
the poverty rate with the addition of public pension benefits was lower by 61.7 percentage
points, which suggests that the level of pension benefits increased by 23.4 percentage
points from 1989. However, in the case of single female households, public pension benefits
are less effective for reducing the poverty rates and the figure still stands at 40%.

As noted above, a role that the public pension system plays in decreasing the poverty
rates differs by gender with single and couple-only households in Japan. As the ratio of

public pension benefits goes up, the poverty rates go down.

Next, when Italy, Japan, and Taiwan, where the percentages of the elderly cohabiting
with either married or unmarried children are relatively high, are examined, the children's
earned income is added, and the poverty rates of the market incomes are thus considerably
reduced. There are differences, however, between the two Asian countries and Italy. In the
Italian case, there 1s almost no connection to whether or not the children are married or to
the gender of the elderly person. Poverty rates at the market income stage are between
over 40% to 50%. However, poverty rates to which social insurance benefits have been
added are reduced to approximately 30%, and poverty rates at the disposable income level
are stuck at a little over 10%. That is, in households where the elderly cohabit with their
children in this country, the greatest contribution to the reduction of poverty rates is social
insurance benefits to the elderly in the same way as to single-occupancy and married
couple households.

In contrast, poverty rates based on market income in Japan and Taiwan are higher
among elderly households cohabiting with unmarried children than those living with
married children. In Japan in particular, this difference exceeds 50% for both men and
women, which is considerably higher than in Taiwan. The poverty rates of these
households in our country decline by almost 30% with social insurance benefits, but the
poverty rates at the annual income level are higher than couple-only households for both

men and women.

The final poverty rate (at the disposable income level) in households where the elderly
live with either their married or unmarried children in Taiwan is the lowest among the
three countries (Italy, Japan, and Taiwan) for both men and women, whereas in the

Japanese case the opposite results are revealed.
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Conclusion: Effects Hinted from this Research

When the above results are ordered with the focus on Japan, four points emerge.  First,
a major change occurred in household patterns of elderly men and women during the past
15 years from the late 1980s to 2004. The number of households cohabiting with married
and unmarried children drastically decreased and the total rate of men and women of
single and couple-only households has reached approximately 60%.

However, the current household pattern differs considerably by gender. Couple-only
households account for 50% or more of elderly men. In contrast, elderly women are not
fixed in one particular household pattern. Their patterns are varied in the form of
couple-only households (30.2%), cohabiting with married children (28.4%) and single
households (24.6%). Elderly women also show higher percentages of living with married
children and lower percentages of living with unmarried children.

Second, the income configuration of non-poor single and couple-only households also
dramatically changed along with the changes in household patterns. That is, their income
structure shifted from the employment-plus-pension model to a heavier dependence on the
public pension system. In the meantime, the poor are consistently dependent on public
pension benefits as a major source of income. To summarize, both poor and non-poor single
and couple-only households are placing a stronger focus of attention on public pensions
benefits.

However, with regard to the income configuration of non-poor elderly women and single
female households in comparison with elderly men, it is notable that the rate of the market
income to annual incomes was slightly higher in 1999 and 2004 and that the percentage of
public pension benefits was lower in elderly women. This suggests that single elderly
women still depend on market income supplement for pension benefits to maintain their
non-poor living standards.

Third, the public pension system is playing an increasingly important role in reducing
poverty rates or preventing poverty along with the changes in income configuration
patterns. Amid the situation, the poverty rates of the whole elderly population are on the
decrease. This trend is particularly remarkable with single and couple-only households.

However, the poverty rates of single households, for both male and female, were well
beyond the average poverty rate (14.5%) of the whole elderly population as of 2004. The
poverty rate of single female households was particularly high with 36.7%. Given the
common denominators of the income configuration between men and women, and between
the poor and the non-poor, this suggests that there are significant gaps in the level of
public pension benefits among single households and by gender. This is also considered to
affect the situation in which the public pension system is ineffective for lowering the
poverty rates of single elderly women (or for preventing poverty).

Fourthly even in households cohabiting with children, poverty rates and income
configurations differ depending on the marital status of the children. Poverty rates are
higher when cohabiting with unmarried children. Further, the percentage of public pension

benefits in poor elderly households that are cohabiting with their married children are low,
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but in poor elderly households that are cohabiting with their unmarried children, the
mainstay of household income for both men and women is public pension benefits, and a

connection to children being maintained by their elderly parents has emerged.

At what do these results hint? Currently, the developed nations including Japan are in
the middle of reforming their income support policies for the elderly, such as promoting
employment and work for the aged and raising the age at which public pensions can be
received. In the future, the income configuration of elderly households and relative poverty
rates might change due to the development of these reforms. In Japan, however, where the
employment rates of elderly men and women are already high?, can any further rise in the
employment rates be expected? In addition, as shown by the actual state of poverty rates by
income source, the possibility of the elderly escaping poverty through market income is
extremely small. Changing the focus, the elderly poor maintain their lifestyle through only
public pension benefits, despite being poor. This is probably because, against this
background, the reality is that finding employment to boost income is impossible even if
desired.

When this point is considered, it is essential to deliberate social security, as well as
promotional measures for elderly employment. Issues needing discussion through debate
include whether the levels of public pensions paid to the elderly satisfy income standards
that merely enable poverty to be avoided and the nature of public assistance targeted at the

elderly who have fallen into relative poverty.
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