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A study on the effects of taxes and benefits on public assistance recipients
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This study examines the effects of the Japanese system of public assistance
(PA) on the earnings of its recipients, using the household level data from the Survey of Public
Assistance Recipients (SPAR). First, it characterizes labor participation of PA recipients using
descriptive statistics and a Probit analysis based on the SPAR data. Second, it estimates the price
and income elasticities of the earnings of PA recipients. It identifies the price and the virtual
income a PA recipient faces by closely looking at the mechanism of the basic deduction and the
formula for the basic costs of living in the PA system. It allows for the endogeneity of the price
and income variables, exploiting the 2013 reform in the basic deduction in the PA system for
constructing relevant instruments. While the results vary dependin? on the characteristics of the
recipients, the estimation finds that income responses are generally higher than price responses.
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20 65 2012 2016
2
2 attrition
3 Burns  Ziliak
2 k 1 2
Burns & Ziliak k=1 k=2 k=3
ez 0.087*** 0084 | 0096  0.089%** |  0.120%* 0113
P17 (0.015) (0.016) (0.016) (0.017) (0.018) (0.019)
AniEe 0.365%  -0377%* | -0.580%*  -0.597*** |  -0.442%*  -0.446*
Lt (0.145) (0.147) (0.153) (0.153) (0.182) (0.183)
; — 0.146** 0.163%* 0.138**
Ve
N Slle s s (0.069) (0.062) (0.064)
Sample size 21,214 21,202 19,940 19,930 18,793 18,962
Weak IV 0.000 0.000 0.000 0.000 0.000 0.000

Notes: (1) “***”, “**”, and “*" respectively indicate p < 0.01, 0.01 < p < 0.05, and 0.05 < p < 0.1 where p is the P-
value based on two-tailed tests. (2) Robust standard errors are shown in parentheses. (3) The last row shows
the P values for weak IV which are obtained with the STATA command zhdn1ly. The null hypothesis is that all
weakly identified coefficients are zero. The P-values are based on the Anderson-Rubin test statistic. The
conditional likelihood ratio test, the Lagrange multiplier K test, the overidentifications test, and a combination
of the K and overidentifications tests are not available because the models are all just identified.

Single households (Male) k=1 k=2 k=3
i 5 0.074*** 0.091%* 0.100%**
Pieih (0.025) (0.086) (0.031)
AlnFy:f -0.328*** -0.964*** -0.836***
= (0.194) (0.025) (0.241)
Sample size 7.839 7,234 6,751
Weak IV 0.000 0.000 0.000
Single households (Female) k=1 k=2 k=3
- 0.097*** 0.129%** 0.138%**
Rl (0.020) (0.021) (0.025)
AlnFiy:E ~0.655*** -0.270* -0.291
e (0.170) (0.160) (0.234)
Sample size 10,407 9,910 9,534
Weak IV 0.000 0.000 0.000
Single mother households k=1 k=2 k=3
k=1 i 0.153%+* 0.173%+ 0.210%+*
Puin (0.025) (0.046) (0.034)
-0.630%+* -1.022 -0.279
AlnFy:
nFie:d (0.236) 0.777) (0.311)
Sample size 5,319 4,991 4,631
k=2 k=3 Weak IV 0.000 0.000 0.847

Notes: (1) “***”, “**”, and “*" respectively indicate p < 0.01, 0.01 < p < 0.05, and 0.05 < p < 0.1 where p is the P-
value based on two-tailed tests. (2) Robust standard errors are shown in parentheses. (3) The last row shows
the P values for weak IV which are obtained with the STATA command zhdnly. The null hypothesis is that all
weakly identified coefficients are zero. The P-values are based on the Anderson-Rubin test statistic. The
conditional likelihood ratio test, the Lagrange multiplier K test, the overidentifications test, and a combination
of the K and overidentifications tests are not available because the models are all just identified.



3 0 0 2

Masayoshi Hayashi CIRJE-F-1164
Transfer Benefits, Implicit Taxes, and the Earnings of Welfare Recipients: Evidence from Public 2021
Assistance Programs in Japan
Discussion Paper Series, The Center for International Research on the Japanese Economy, 1-22
University of Tokyo
DOl
CIRJE-J-300
2022
1-32
DOl
856
2021
49-68
DOl

Transfer Benefits, Implicit Taxes, and the Earnings of Welfare Recipients: Evidence from Public Assistance Programs in Japan

2020

2020




2020




