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Poverty Variation in Japan during the 2000s:
Decomposition Analysis of Poverty Measure Changes

Tomoya TOKUDOMI*' and Kunio URAKAWA **

Abstract

This paper presents an investigation of the determinants of change in poverty measures during the
twenty-first century. To this end, we decompose changes of poverty measures (headcount ratio and squared
poverty gap) into four components: mean income change, income inequality change, individual share change
for each household type, and poverty line change. These components are calculated for households of several
types to ascertain their effects on the poverty measure changes. The dataset we use is four-wave surveys
administered by the Ministry of Health, Labour and Welfare of Japan, Comprehensive Surveys of Living
Conditions (2001, 2004, 2007, 2010).

Results demonstrate that both a decrease in mean income and an increase in shares of elderly
households affect the headcount ratio increase of the 2000s. Their effects are offset by a decrease in the
poverty threshold, leading to little change of the headcount ratio. Compared with the headcount ratio, the
change of the squared poverty gap is significant and negative because of the negative impact of inequality
reduction among poor people. Results obtained for the respective household types revealed that the poverty
line effect influenced couples with children, households composed of two or more elderly members and three-
generation households, and underscored the importance of low-income persons near the poverty line. Other
household groups headed by someone older than 65 were strongly associated with increases in the two
poverty measures.
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