Historical Development of Public Assistance (PA)
Standard

1948-1960 Market Basket Approach
1961-1964 Engel Approach

1965-1983 “Convergent Level” Approach
1984-present “Equilibrium Level” Approach

v v v v

Current Approach:

1. the PA for “standard family (family of 4)” is set at 60% of the
average consumption level of the public (But it is now
reaching at 70%).

2. From 1, standard is divided into 2 categories (“family part”
and “individual part”).

3. For every household, a formula depending on A) family part
which depends on family size, and B) individual part which
depends on how many individuals are in each age category
is used to calculate the “PA level”.

» There has been much debate on whether the PA
standard is appropriate or too high.

» Full benefit amount of 1st tier public pension (individual) is
lower than PA Standard for single person (elderly).

» In some prefectures, working at minimum wage for full
time does not earn income higher than PA standard.

» In 2009, The Minister of Health, Labor and Welfare
Nagatsuma (at the time) convenes “National
Minimum Study Group” in which he approached
Prof. lwata to investigate “new” market basket
approach.

» To serve as “a reference”, MIS-Japan was tried.




Japan-MIS (2010-2012) Case Studies

» Geographical Set-up : Mitaka-City, Tokyo Prefecture

(a suburb of Tokyo metropolitan area, about 30 minutes from the
center)

(2010)
» Working age (32 yrs old) Single Male
» Working age (32 yrs old) Single Female
» Children(5, 11, 15)
(2011) In progress
» Elder (71 yrs old) Single Male
» Elder (71 yrs old) Single Female
» Parents of Children (5, 11, 15)
» We outsourced recruiting of participants (participants
were chosen from registered “monitors” from survey

Some Problems in Implementation of MIS

» Regarding participants and set-up
» Mitaka may not have been the representative of All Japan
» Slight mismatch of participants and “the case”

(e.g. Mother of children — where the case study was working
mother, but participants were mostly non-working mothers)

» Regarding Definition — Some participants had hard time
grasping definition of “Minimum Income Standard”

» Gap between their own living standard and MIS

» Where participants clearly had higher living standard than MIS
» Where participants clearly had lower living standard than MIS

» Had hard time actualizing needs of “special days”

» Had hard time separating needs of an individual from that
of a household (eg. Needs of child and parent)




Results
[Singie Working-age M&F,
Children)

Definition of MIS

Participants were presented with the Constitution of Japan, UN
Child Human rights laws, and UK MIS definition, and discussed what
the minimally acceptable standard of living would constitute of.

[The minimally required basic living in modern Japan
means living standard which is sanitary and healthy, and
also stable and secure (*). It includes not only food,
clothing and accommodation, but also access to
required information, human relationships, recreation,
appropriate working style, education, and prospects for
future. ] :




MIS definition of Accommodation for
working —age male & female

One-room flat
At least 6 tatami of living space + kitchen
+ toilet + bath

+
Should have some storage space
At least big enough kitchen for a fridge
Separate toilet and bath

Big enough porch to dry laundry and
futon

Case: Young person living alone

Healthy 32 year old man and woman living alone in
Mitaka City. Working status was not provided.

/month

Single-Household 32 yr old man ¥193,810
Single-Household 32 yr old woman ¥183,235




MIS Costs by Category (Young single-person)

M
: 7.3% — '
0 Toos% 5 10 15 20
- Food (excl. eating out) - Eating out BH
g Electricity, gas, water B Household items
& Clothing B Health service
B Transportation/communication & Educational recreation
# social # Other {excl. social)

M&F: Rent + Food exceeds 60%

M : Food, Recreation and Social expenses are higher than Women
F: Clothing, Other expenses are higher than Man

Comparing to Consumption Data

Cons=National Consumption Survey

Mlsxio,ooo HH=National Household Expenditure Sugrvey
20 vs.CGHiS
15 EMISM
MIS & Cons.M
10 #MISF
B Cons.F
5 & HH Survey

Total ExpenditureTotel Expenditure {exc. Housing)

Except for MIS (M) vs. HH, MIS estimates are about 90% of “national
average”
Excluding housing, MIS estimates are about 70% of national average.




Comparison with “average” by category
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Items necessary for ordinary life such as Food, Utility, Household items - close to
population average, Selective items such as transportation/communication,
education/recreation, other — about 40 to 80% of average

Children’s MIS

Cases:
Syr old, 11 yr old boy & girl, 15 yr old boy and girl who live
in Mitaka City

11 yr olds go to public primary and 15 yr olds go to
secondary school

5 yr old child goes to kindergarden (yochien) — decided in
the 1%t group session

Parents : no information given

(either one or two parent family, no information on
mother’s working status) — even tho’ by deciding the 5 yr
old goes to yochien, the case strongly implies non-working
mother




MIS Results for Children (5, 11, 15 yr olds)

% of food:
5 yr olds and 15 yr girl=30%. 11 yr boy & girl, 15 yr
boy=40% «

Breakdown by category: % as a total MIS for
children (excluding food)

L
0 LEC 4 6
Costs for school/kindergarten it
B Qutof school education 10.000Yen
# At-home education ’

8 Household items

& Clothes, bags, shoes
& Sanitary items

# Medical services.efc.

Other than food, education takes up the bulk




Comparing out-of-school educational
costs : with National Education Survey

Data: Ministry of Education “Survey of Education Costs of
Children, 2008”.

As in the case of single-person households, ;
discretionary costs by MIS tend to be much lower to
the national average.

Comparison with Other “minimum
income” estimates




Other recent “minimum income” estimates in Japan

+ 1)Kanazawa, S. & Labor Research Institute. 2008. Market Basket
Approach — estimates of minimum income using a list of items
considered necessary by experts (using item by item propagation
rates of general population). Estimates for single-person household
of 20-29 year olds.

= 2)lwata, M., Murakami, E. et al. 2008-2009. Using actual
consumption data (receipts) of low-income (single-person
household) individuals aged 20 to 40, for one month. Sample size =
XX.

o 3)lwata, M., Murakami, E. et al. 2004. By compiling national
consumption data for Year 2004, of single-person household
individuals, aged 20 to 40. Sample size = XX.

» 4)Yamada, A., Shikata, M. et al. 2009. By using internet survey data
of “minimum income questions” — (K) “For household like yourself,
what is the bear minimum income you need to survive”, (T) “For
household like yourself, what is the minimum income you need in

order to live modestly but without shame. “ sample size=1,500

“minimum income” by Various Approaches

Total costs

250000

200000 ¥193.810.
¥183,235 T

¥174,406

150000 -

100000

50000 e £

HESHANR SE-HIREHE  SE-FBOE Mkl

mis B

National Consumption  Market Basket ~ MIS female MiS male
Consumption Data of poor (*1)
Data (*3) (*2)

The difference of our MIS estimate mainly comes from the expensive housing costs in Mitaka.
Additionally, Food and recreation expense for Male MIS and clothing expense for Female MIS
is higher than the other estimates.




Comparing with Public Assistance

B
! ‘A minus medical
A: minimum fees and G
income ‘insurance ‘B minus housing
(/month) premiums cost
Kanazawa, et al. (¢1) 174406 173477 119310
lwata, Murakami, et al. Gk 168037 162.261 107,642
lwata, Murakami, et al. ( 156123 152832 90,309
Yamada & Shikata (K) 161000
Yamada & Shikata (T) ...211000 . 146,000
MSmale . . 193810 191628 115878
MIS female j 183,235 180,800 106,758
Public Assistance " | 138.839 85.139

However, Yamada & Shikata estimates do not include yearly expenses for A. For B and C, yearly expenses
are included.

PA Standard is the lowest.

Comparison of the MIS
hetween Japan and the UK




Comparing the minimum acceptable standard
of living

e No significant gap in the definitions of minimum
standard between Japan and the UK despite some
differences in phraseology.

In both countries:

e The minimum necessary goods and services for
everyone include those that make social
participation possible as well as clothing, food and
housing.

e Where actually to spend money is left to
individual values.

MIS budgets for a single working-age adult

$2010 % to AW

Total’

— Excluding rent, council tax,
medical expenses and private
health insurances

Notes:
1. Weekly budgets adjusted for Purchasing Power Parities
2. AW: Average Wage




Assessing social assistance and minimum
wage levels against the MIS

MIS — Excluding rent etc. a

Social assistance level

Social assistance income " ;
as a percentage of MIS b/a*100

MIS - Including rent etc.
Gross earnings required

Hourly wage rate

Minimum wage

Minimum wage as a
percentage of hourly wage  d/c*10
required to meet MIS

Key findings

e The MIS budget in 2010 comes out at very similar
levels in Japan (Mitaka) and the UK.

(excluding rents, medical expenses and other items that
are not comparable)

e The shares of individual items in the cost of living
differ between the two countries.

e Social assistance and minimum wage levels fall far
short of levels that guarantee the MIS budgets in
both countries.




Directions for future work

e Check sensitivity to methods of defining and
calculating minimum housing costs.

e Systematic understanding of what cause
differences in budgets.

- differences in prices?
- differences in minimum necessary items?
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