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Introduction 
 

The Great East Japan Earthquake, the Labor Market, and Policy Reactions 
 
The frequency of natural disasters is said to be increasing worldwide because of global 

warming. Although natural disasters cannot be prevented, the damage they cause can be mitigated 
through improvements in building structures, infrastructure, and social institutions, such as social 
insurance. The Great East Japan earthquake on March 11, 2011 killed about 20,000 people and 
damaged properties equivalent to 4% of Japan’s gross domestic product (GDP). Articles in this 
special issue provide an overview of the short- and medium- term labor-market consequences of 
the earthquake and government labor-market policies. Each article provides generalizable 
knowledge on the labor market's reaction that will be helpful for designing policies to reduce 
future damage from natural disasters. 

Higuchi, Inui, Hosoi, Takabe and Kawakami draw on several government statistics to de-
scribe the industry/occupation structure of the damaged area, population outflow from the area, and 
the number of unemployment insurance recipients. Administrative records from a typical local 
employment office, Ishinomaki office, indicate a severe mismatch between job offers and job 
applicants in terms of industry: There were excess job offers for construction and civil engineering 
sectors and excess job applicants for the food processing industry, which had been the predominant 
industry in the area before the disaster.  

Nishimura reports on how firms responded in terms of human resource management to the 
supply shortage of electricity induced by the failure of the Fukushima Daiichi Nuclear Power Plant 
and other thermal power plants of the Tokyo Electric Power Company (TEPCO). He introduces 
several cases indicating how business associations reduced the peak electricity usage by rotating 
operation days or by sharing knowledge about electricity conservation. While taking these 
measures was costly, in some cases, the shortage of electricity worked as a “shock therapy” that 
enhanced production efficiency.  

Ohtake, Okuyama, Sasaki and Yasui analyze post-earthquake labor-market flows after the 
Hanshin-Awaji Earthquake in 1995, using data from local employment offices of the afflicted 
region. The numbers of both job vacancies and job seekers increased for full-time workers after the 
earthquake, but the number of placements decreased because of mismatches between jobs and 
applicants. In the case of part-time employment, the number of job vacancies increased, while the 
number of job seekers and placements decreased.  

Shu surveys existing literature to derive implications for the population and employment 
recovery from the damage of the Great East Japan Earthquake. Drawing upon the consensus that 
damage caused by a natural disaster tends to have little long-run impact in growing cities, but it 
tends to accelerate the speed of contraction in declining cities, Shu predicts different recovery paths 
for three affected prefectures.  

Genda was involved in designing a post-disaster labor-market policy package, named Japan 
As One, as a committee member of the study group for the Reconstruction Design Council in 



 

 

Response to the Great East Japan Earthquake. He briefly introduces his policy recommendations in 
the study group, which mostly materialized as a part of a policy package. Looking back his expe-
rience, he emphasizes the importance of preparing a scheme for financing the surge in expenditures 
for employment adjustment subsidies and employment insurance in emergency situations. The 
current financing scheme based on employment insurance accounts is not resilient to devastating 
shocks, such as the 2008 Financial Crisis or the Great East Japan Earthquake. He then introduces 
and assesses such policies as unemployment insurance, newly embarking job-seeker support, 
public assistance, and local government’s job creation. In particular, he proposes fine tuning 
job-seeker support in some detail. Finally, referring to the fact that only a tiny fraction of firms 
creates the majority of jobs, he hints at finer policy targeting of small- and medium-sized enterprise 
subsidies to selected firms. 

Nogawa summarizes government labor-market-policy measures to prevent labor-market 
turmoil after the earthquake. Nogawa favorably assesses the effectiveness of conventional policy 
measures, such as unemployment insurance and employment-adjustment subsidies, but he criti-
cizes the performance of newly implemented policies that aim to create jobs in afflicted areas. He 
proposes the expansion of training programs that help workers in affected industries or areas to find 
jobs in industries or areas that are expanding. 

Taking stock of the results from each paper, the damage caused by natural disasters tends to 
accelerate transformation of the labor-market structure because some damaged establishments in 
declining industries or regions do not come back. This can well be a reason why the indus-
try/regional mismatch between job vacancies and applications becomes serious in the recovery 
process. Therefore, both policies that slow the speed of industrial composition in the afflicted 
region and those that mobilize afflicted workers from declining to growing industries/regions 
contribute to mitigating victims’ hardship after a natural disaster. 

 
Daiji Kawaguchi 

Hitotsubashi University 
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Toshiaki Hosoi Economic and Social Research Institute, Cabinet Office 
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This paper analyzes the impact of the Great East Japan Earthquake on popula-
tion movements and employment situation, mainly in the three disas-
ter-stricken prefectures (Iwate, Miyagi and Fukushima Prefectures). As for 
population movements, emigration from the disaster-stricken areas has in-
creased since the earthquake. In Fukushima Prefecture in particular, the num-
ber of young emigrants rose rapidly due to the impact of the accident at Fuku-
shima Daiichi Nuclear Power Station. The employment situation, as measured 
by the status of job offers and applications, in the three disaster-stricken pre-
fectures, appears on the surface to be improving, as the number of new job of-
fers is growing as a result of an increase in offers related to post-earthquake 
reconstruction and a recovery in production in the manufacturing industry. 
However, in fact, the employment situation remains severe, with the number 
of applicants for employment insurance benefits growing by around 40% in 
the 10 months from the earthquake compared with the same period of the pre-
vious year. The earthquake has not had a significant impact on employment on 
a nationwide basis. However, in the three disaster-stricken prefectures, it has 
affected seriously through a mismatch between job offers and applicants. It is 
thus an urgent task to take measures to resolve the mismatch. 

 

I. Past Studies on the Impact of Major Natural Disasters and Characteristics 
of the Industries in the Disaster-Stricken Areas 

 

1. Previous Literature on the Economic Impact of Major Natural Disasters 
When evaluating the damage caused by a major natural disaster, it is necessary to es-

timate the extent of not only direct damage, including human and physical damages, in the 
disaster-stricken areas but also indirect damage, such as the nationwide economic impact 
(impact on income, employment, industrial production, inflation, etc.). However, according 
to a survey conducted by Cavallo and Noy (2010) on the economic impact of natural disas-
ters, while engineering studies to estimate direct damage (for instance, human damage, crop 
damage and damage on infrastructure, including buildings and structures) is well researched, 
little economic studies to estimate indirect damage have yet been done. Cavallo and Noy 
(2010) summarized that most of the studies cited in their survey indicated that natural dis-
asters produce a negative impact on economic growth in the short term. Moreover, they 
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placed a greater emphasis on the need to consider through what channels natural disasters 
produce a negative impact on economic growth and whether such channels exist only tem-
porarily or for a long period of time. The past research has not reached consensus on the 
extent of estimated long-term impact on economic growth. One methodological problem 
regarding the measurement of the impact is the difficulty of comparing the post-disaster 
growth rate with the hypothetical growth rate of what would happen if the disaster doesn’t 
occur. 

Even though the nationwide economic impact of a major natural disaster may be lim-
ited, the damage toward to the local economy of the disaster-stricken area is significant. The 
analysis of the labor market in New Orleans, which suffered extensive damage from Hurri-
cane Katrina, provides a number of implications for us. Vigdor’s (2008) labor market analy-
sis in the period before and after the hurricane showed how local communities’ post-disaster 
reconstruction process is affected by the economic characteristics they had before the disas-
ter. In New Orleans, which had a population of more than 400,000 people, most residents 
were evacuated from the city immediately after the hurricane. Over the two-year period 
from the hurricane, only around half of the evacuees returned to their homes. From the 
analysis of the patterns of reconstruction in other cities after past natural disasters, great 
fires and wars, Vigdor (2008) concluded that cities that have few economic advantages are 
likely to experience an accelerated population outflow after a disaster while cities with 
strong economic advantages are likely to overcome the temporary outmigration caused by a 
disaster and see a recovery to and above the pre-disaster level in the long term. Vigdor 
pointed out that New Orleans falls under the category of cities with few economic ad-
vantages. He noted that the scarcity of employment opportunities due to a lack of major 
industries other than tourism-related businesses becomes an obstacle to encourage popula-
tion inflow toward New Orleans. Meanwhile, an analysis by Groen and Polivka (2008) of 
the labor market for people evacuated from the areas devastated by Hurricane Katrina 
showed that although the evacuees remained in a disadvantageous position in the market 
during the 13-month period from the hurricane, the degree of their disadvantage declined as 
they adapted to their new economic situation. All the same, it was confirmed that evacuees 
who have been unable to return to their original residence location have faced a more dis-
advantageous position in the labor market than evacuees who have returned home. 

The Great Hanshin-Awaji Earthquake, which hit the Hanshin-Awaji region in western 
Japan, is a typical case of an earthquake occurring directly under a densely-populated urban 
area. Nagamatsu (2006) was a prominent research concerning the process of economic re-
construction after the Great Hanshin-Awaji Earthquake. He conducted a survey and pointed 
out that while the effective ratio of new job offers to applicants steadily recovered after the 
earthquake, there was a mismatch between job offers and applicants regarding the job type, 
age, and employment arrangement, etc. 

Our research objective is to analyze the process of reconstruction in the areas devas-
tated by the Great East Japan Earthquake in light of the past studies mentioned above, with 
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a particular focus on population movement and the employment situation. The rest of this 
paper is organized as follows: in this section below, we analyze the characteristics of the 
industries of the three disaster-stricken prefectures in the Tohoku region (Iwate, Miyagi and 
Fukushima Prefectures; hereinafter referred to as “the three disaster-stricken Tohoku pre-
fectures”) and the status of reconstruction. In Section II, we analyze the population outflow 
from the three disaster-stricken Tohoku prefectures since the earthquake, and in Section III, 
we analyze the recovery in the employment situation in those prefectures and across Japan. 
In Section IV, we provide our conclusion. 

 

2. Characteristics of the Industries of the Three Disaster-Stricken Tohoku Prefec-
tures 

According to the 2010 Population Census, industries that accounted for more than 
10% of the overall employees in the three disaster-stricken Tohoku prefectures were 
“wholesale/retail industries”(16.8%), “manufacturing industry” (16.2%) and “medical and 
welfare services” (10.4%). Meanwhile, when we look at the breakdown of employees by 
subdivision of industry based on the 2011 Economic Census, we see that industries that ac-
counted for relatively large shares of the overall entire workforce of employees in the three 
disaster-stricken Tohoku prefectures were “food production industry” (2.7%), “electronics 
parts, devices and circuits manufacturing industry” (1.7%) and “transport machinery and 
equipment manufacturing industry” (0.9%). The “fishery food production industry,” which 
employed 0.8% of the overall workforce, accounted for around 30% of the employees 
working in the food production industry, so the food production industry is presumed to 
have suffered significant damage from the tsunami in the coastal area. According to Figure 1, 
which shows monthly changes in the Industrial Production Index (hereafter, IPI) on a na-
tionwide basis and in the disaster-stricken area, the Index dropped steeply both on a nation-
wide basis and in the disaster-stricken area in March and April, immediately after the 
earthquake, before rebounding in May. However, the IPI for the disaster-stricken areas has 
stayed around 7 to 8 percentage points lower than the pre-earthquake level. The level of 
year-on-year growth in the production value in the tsunami-flooded areas, as shown in Fig-
ure 1, dropped steeply immediately after the earthquake and has remained low since then. 
The earthquake and tsunami dealt serious damage to the fishery product processing industry, 
which was the mainstay industry of the three disaster-stricken Tohoku prefectures, with 
long-lasting effects. 

 

II. The Earthquake’s Impact on Population Movements 
 

1. Changes in Net Migration in the Three Disaster-Stricken Tohoku Prefectures 
In this section, we look at the status of net migration in the three disaster-stricken 

Tohoku prefectures as shown in the Annual Report on the Internal Migration in Japan  
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Sources: Ministry of Economy, Trade and Industry, Industrial Production Index for Dis-

aster-Stricken Areas and Other Areas (estimate) and Estimated Production Value 
(on a year-on-year basis) of Industrial Facilities Located in Tsunami-Flooded Are-
as (59 facilities) (estimate). 

 
Figure 1. Changes in the Estimated Industrial Production Index in  

the Disaster-Stricken Areas 
 
derived from the Basic Resident Registers. This report is compiled on the basis of data on 
immigrants submitted to municipal governments. Therefore, it should be kept in mind that 
people who left the disaster-stricken areas are counted as emigrants only if they submitted an 
immigration application to the municipality where their new residence is located.1 Figure 2  

                                                           
1 As for the number of people evacuated from each of the three disaster-stricken Tohoku prefec-

tures as of December 15, 2011, the number stood at 59,993 for Fukushima Prefecture, at 8,597 for 
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Source: Ministry of Internal Affairs and Communications, Annual Report on the Internal 

Migration in Japan Derived From the Basic Resident Registers (from 1999 to 2011 
[from March to December]). 

Figure 2. Net Emigration in the Three Disaster-Stricken Tohoku Prefectures 
(From 1999 to 2011 [Total in the March-December Period])  

 
provides a comparison between the total net migration (negative figures indicate net emi-
gration) in the three disaster-stricken Tohoku prefectures in the post-earthquake period of 
March through December 2011 and in each year between 1999 and 2010. It shows that net 
emigration from the three disaster-stricken Tohoku prefectures increased by 30,799 people 
in 2011 compared with 2010. In particular, net emigration from Fukushima in 2011 came to 
31,109 people (it is equivalent to 1.5 percent of total Fukushima population), accounting for 
around 80% of the total net emigration from the three disaster-stricken Tohoku prefectures. 
The steep rise in net emigration from Fukushima Prefecture is considered to reflect the im-
pact of the accident at the Fukushima Daiichi Nuclear Power Station as well as the earth-
quake impact. In Fukushima Prefecture, emigration increased in all age groups in the 
March-December period of 2011 compared with the same period of the previous year. Emi-
gration in age groups younger than 44 years old recorded a particularly sharp increase (an 
increase of 8,799 in the 0-14 age group, of 2,237 in the 15-24 age group, 6,102 in the 25-34 
age group and 4,524 in the 35-44 age group). The increase of nearly 9,000 in emigration in 
the 0-14 age group presumably indicates that many parents with young children moved out 
of Fukushima Prefecture due to concerns over the impact of the accident at the Fukushima  

                                                                                                                                                    
Miyagi Prefecture and at 1,545 for Iwate Prefecture. These figures are roughly double the net emigra-
tion numbers in the period from March to December 2011. According to the most up-to-date data (as 
of February 23), the number of evacuees stood at 62,674 for Fukushima Prefecture, at 8,548 for 
Miyagi Prefecture and at 1,566 for Iwate Prefecture (data compiled by the Reconstruction Agency). 
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Source: Calculated based on the Annual Report on the Internal Migration in Japan De-

rived from the Basic Resident Registers by the Ministry of Internal Affairs and 
Communications (from January 1999 to January 2012). 

 
Figure 3. Seasonally Adjusted Net Emigration from Fukushima Prefecture 

 
Daiichi Nuclear Power Station. The decline in the population of younger people due to the 
post-disaster evacuation is expected to aggravate such problems as the declining birthrate, 
aging of society and a labor shortage in the disaster-stricken areas in the near future. 

 

2. Net Emigration from the Three Disaster-Stricken Tohoku Prefectures by Gender 
and Age 

Net emigration from the Tohoku region fluctuates by season (usually increases in 
March and April in every year). However, in Fukushima Prefecture, net emigration after the 
earthquake became much larger in 2011 than usual. In order to distinguish the earthquake 
effect from seasonal effect on emigration, we employed X-12 ARIMA seasonal adjustment 
method. We used the monthly emigration data regarding Fukushima Prefecture in the period 
from January 1999 to January 2012 for this seasonal adjustment estimation. Then we can 
detect outliner value, which is considered to indicate the earthquake effect. Figure 3, which 
summarizes the analysis results, shows that there was a net emigration of around 5,600 peo-
ple due to non-seasonal factors (i.e. the earthquake effect) between March and April 2011. 
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Our seasonally adjusted emigration data shows that net emigration has not yet returned to 
the pre-earthquake level although it is gradually returning toward that level. 

 

III. Employment Situation in the Three Disaster-Stricken Tohoku Prefectures 
 

1. Post-Earthquake Changes in the Employment Situation 
(1) Changes in the Number of Job Offers, Applications, and Placements, etc. in the 

Three Disaster-Stricken Tohoku Prefectures 
Regarding the employment situation in the three disaster-stricken Tohoku prefectures 

after the Great East Japan Earthquake, while the number of effective job offers exceeded 
about 100,000 for four consecutive months from September 2011, the number of effective 
job applicants reached over 140,000. In addition, the number of employment insurance 
benefits recipients is growing on a year-on-year basis. The employment situation in the dis-
aster-stricken areas thus remains severe. 

After the earthquake, the number of new job offers continued to rise in the three dis-
aster-stricken Tohoku prefectures due to an increase in job offers related to post-earthquake 
reconstruction and a recovery in production in the manufacturing industry. In January 2012, 
the number stood at 45,752. 

According to Figure 4, which shows year-on-year changes in the number of job offers 
by industry, offers in the “construction industry” rose particularly sharply, recording a 
year-on-year growth of 176.7% in January 2012. Job offers in the “public service, etc.” sec-
tor are also increasing due to the use of the job creation fund program from April through 
June. Job offers in the manufacturing industry have also gradually recovered since April 
2011, posting a year-on-year increase of 49.4% in January 2012. 

On the other hand, the number of new job applicants declined after peaking in April 
and has been stable since September. In January 2012, the number reached at 29,430. Ac-
cording to Figure 5, which shows year-on-year changes in the number of new applicants 
who left their previous jobs due to employer-side reasons between April 2011 and January 
2012, the number of such applicants temporarily rose in Fukushima Prefecture in December, 
2011. That is presumably because employers that had suspended business operation while 
avoiding job reduction until then eventually decided to dismiss employees. The number of 
job applicants declined moderately after peaking in those prefectures in June and has re-
cently been stable on a month-to-month basis. In January 2012, the number declined on a 
year-on-year basis in all three disaster-stricken Tohoku prefectures However, during the 
period, this year on year changes in the number of applicants in the area continued to be 
higher than that in a nationwide basis. 

As described above, the employment environment in the three disaster-stricken 
Tohoku prefectures appears on the surface to be recovering. However, as an employment 
mismatch has arisen, mainly in the coastal regions, where the earthquake damage was  
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Source: Ministry of Health, Labour and Welfare, Report on Employment Service (January 

2012). 

Figure 4. Year-on-Year Changes in the Number of New Job Applicants by Industry  
in the Three Disaster-Stricken Tohoku Prefectures (Comparison of Raw  
Numbers for 2011 with Those for 2010) 

 
Source: Ministry of Health, Labour and Welfare, Report on Employment Service (January 

2012). 

Figure 5. Year-on-Year Changes in the Number of New Applicants for Permanent  
Jobs Who Left Their Previous Jobs Due to Employer-Side Reasons  
(Comparison of Raw Numbers for 2011 with Those for 2010) 
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Source: Ministry of Health, Labour and Welfare, Monthly Report on Employment Insurance 

Service. 
 

Figure 6. Changes in the Number of Employment Insurance Benefits Recipients  
in the Three Disaster-Stricken Tohoku Prefectures (Including Recipients  
for Whom an Extension of the Provision Period Has Been Granted for  
Various Reasons) 

 
significant, the employment environment in the disaster-stricken areas remains severe. 

 
(2) Changes in the Number of Employment Insurance Benefits Recipients in the Three 

Disaster-Stricken Tohoku Prefectures 
 While the effective ratio of job offers to applicants is on an uptrend, the number of 

applications for unemployment insurance benefits totaled around 230,000 (a year-on-year 
increase of 40%) in the 11-month period from March 12, 2011, to February 19, 2012. Ac-
cording to Figure 6, the number of employment insurance benefits recipients (including 
recipients for whom an extension of the provision period has been granted for various rea-
sons) gradually declined since peaking at 81,179 people (a year-on-year increase of 
101.9%) in June, it is equivalent to 5.4 percent of total number of insured works in Fuku-
shima on February 28, 2011. In January 2012, the number reached at 65,528 people (a 
year-on-year increase of 103.8%). 

Since April 2011, the ratio of women to all employment insurance benefits recipients 
has been rising, standing at 58.8% in January 2012, indicating that the employment situation 
for women is severe. In the coastal region, the fishery product processing industry, which 
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was employing a large number of women, including part-time workers, suffered significant 
damage, and many displaced workers there have been unable to find new jobs. As a result, 
the number of effective job applicants increased, making the employment situation for 
women severe. In the coastal region of Miyagi Prefecture, where the damage was signifi-
cant, the number of permissions for employment insurance benefits rose 328.2% in the cov-
erage area of the Ishinomaki Public Employment Security Office between March 12, 2011, 
the day after the earthquake, and January 22, 2012, compared with the same period of the 
previous year, and the number increased 571.7% in the coverage area of the Kesennuma 
Public Employment Security Office. Compared with the situation in inland regions, the em-
ployment situation in the coastal region remains particularly severe. 

 
(3) Employment Mismatch 

In the three disaster-stricken Tohoku prefectures, the effective ratio of job offers to 
applicants improved for eight consecutive months from May. However, a mismatch between 
job offers and applicants has arisen in the disaster-stricken areas. While there is a large 
number of job offers for people with qualifications and skills related to “professional and 
technical jobs” and “construction and civil engineering workers,” applicants with the 
matching qualifications and skills are in shortage. According to Figure 7, which shows the 
employment situation in the coverage area of the Ishinomaki Public Employment Security 
Office, there is a great demand for professional and technical workers regardless of types of 
occupations. Job offers in the manufacturing industry are not strong enough to accept all job 
applicants in the sector, with the scarcity of job offers in the food production industry ac-
counting for most of the overall labor demand weakness in the sector. Given that the fisher-
ies product processing industry was prosperous in the coastal region before the earthquake, 
this presumably indicates displaced workers’ strong desire to obtain the same jobs as the 
ones in which they were engaged before the disaster. In the disaster-stricken areas, it is im-
portant to shape the policy agenda in improving the employment situation while taking ac-
count of the characteristics of the local industries. We conduct further analysis regarding the 
employment mismatch in the next section. 

 

2. Status of Job Offers and Applications by Job Type (Employment Mismatch) 
In this section, based on the mismatch indicator used by Jackman and Roper (1987), 

we estimate the impact of the mismatch between job offers and applications that has affect-
ed unemployed people in the disaster-stricken areas. For the estimation, we use a prefec-
ture-by-prefecture breakdown of the Report on Employment Service by the Ministry of 
Health, Labour and Welfare.2 The mismatch indicator used by Jackman and Roper (1987) is  

                                                           
2 The Report on Employment Service represents statistics compiled based on the results of job 

mediation activities conducted by the Public Employment Security Offices across Japan. It should be 
noted that according to the 2010 Survey on Employment Trends by the Ministry of Health, Labour 
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Source: Miyagi Labor Bureau, Job Offers-Applicants Balance Sheet (January 2012). 

Figure 7. Numbers of Job Offers and Applicants in Miyagi Prefecture (January 2012) 

                                                                                                                                                    
and Welfare, people who obtained jobs through Public Employment Security Offices accounted for 
21.5% of all people who obtained jobs (26.2% if people who obtained jobs through the internet ser-
vice provided by the Public Employment Security Offices are included). It should also be noted that 
jobs covered by the analysis do not include the types of jobs that are not mediated by the Public Em-
ployment Security Offices, such as management jobs. 
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Source: Estimated by the authors based on prefecture-by-prefecture data of the Report on 
Employment Service by the Ministry of Health, Labour and Welfare. The mismatch 
indicator was calculated with regard to 65 types of job. 

Note: The mismatch indicator is as defined by Formula (1). 
 

Figure 8. Changes in the Mismatch Indicator (Comparison between Nationwide, Iwate, 
Miyagi, and Fukushima Prefectures; Year-on-Year Growth Rate) 

 
defined as the ratio of unemployed people who cannot obtain jobs due to an employment 
mismatch to all unemployed people. The estimation formula is as follows: 
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“N” represents the number of jobs available. iU  stands for the number of job appli-
cants and iV  stands for the number of job offers regarding job type i. 
U and V are arrived at through the formulas: ∑
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. We computed the 
mismatch indicator as defined by Formula (1) on a prefecture-by-prefecture basis for each 
month between January 2010 and December 2011. Figure 8 shows the mismatch indicators 
on a national average basis and for the three disaster-stricken Tohoku prefectures. 

To exclude the effects of seasonal factors, we calculated the growth rate of the mis-
match indicator for each month of 2011 compared with the same month of the previous year 
(year-on-year). On a national average basis, the mismatch regarding the job type increased 
in April, the month after the earthquake, but in other months, the mismatch indicator did not 
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Note: The mismatch indicator indicates which of the job vacancy ratio and the unemployment 

rate is higher with regard to each job type, so the “ VVUU ii − ” part of Formula (1) is 
calculated with regard to each job type. To remove the effects of seasonal factors, 
year-on-year changes are also indicated. The values (both positive and negative) larger than 
0.03 are written in bold characters. Jobs which are difficult to classify were excluded. 

 
Figure 9. Contributions by Job Type to the Year-on-Year Growth Rate  

of the Employment Mismatch Indicator 
 
show significant fluctuations compared with the usual years. In the disaster-stricken areas, a 
mismatch arose in April but later declined. In August, a significant mismatch arose again. 
Since then, the mismatch has gradually been declining. 

Which job types contributed to the significant mismatch in April and August? Figure 9 
shows the contributions of nine job types to the year-on-year growth rate of the mismatch 
indicator. Immediately after the Great East Japan Earthquake, the mismatch grew regarding 
professional and technical jobs, manufacturing process and labor affairs jobs and security 
jobs. However, clerical jobs made negative contributions to the growth rate of the mismatch 
indicator. 

Figure 10 shows the mismatch status regarding subdivisions of job types presumed to 
have been affected significantly by the earthquake. In order to show which of the vacancy 
ratio and the unemployment rate is higher with regard to each job type, Figure 10 expresses 
the mismatch as the employment balance indicator used by Dario Sciulli, de Menezes and 
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Note: The selected job types are those for which the mismatch indicator showed a significant 

change in 2011 as shown in Figure 9. The authors selected subdivisions of job types for 
which the mismatch indicator showed a significant year-on-year change. 
 

Figure 10. Employment Balance Indicator Regarding Specific Jobs 

 
Vieira (2008) instead of as the mismatch indicator used by Jackman and Roper (1987). We 
first calculated the mismatch indicator with regard to each job type and arrived at the bal-
ance indicator through the formula VVUU ii −  without the use of absolute values. The 
balance indicator may take values between -1 and 1. The closer the value of the indicator is 
to 1, the larger the shortage of job offers is in relation to job applicants with regard to a rel-
evant job type. The closer the value is to -1, the larger the shortage of job applicants is. 

Regarding clerical jobs, there are usually more job applicants than job offers. After 
the Great East Japan Earthquake, the excess of job applicants was resolved temporarily. 
However, since June 2011, the number of job applicants has stayed higher than the number 
of job offers. 

Regarding construction and civil engineering, labor supply and demand was balanced 
throughout 2010. However, after the earthquake, a labor shortage arose and has continued 
due to reconstruction-related demand. Regarding public health nurses, midwives, hospital 
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nurses as well as social welfare workers, there was already a labor shortage before the 
earthquake. In March 2011, when the earthquake occurred, the shortage worsened but has 
been improving gradually since April. 
  

3. Time-Series Analysis of the Impact of the Earthquake on Employee Numbers, 
Wages and Working Hours 

In this section, we estimate the impact of the earthquake on employment, wages and 
working hours. Figure 11 shows the seasonally adjusted employment, wage and working 
hours indexes (2005=100) for overall industries and for the manufacturing industry on a 
nationwide basis as published in the Monthly Labour Survey. Published figures are season-
ally adjusted using the X-11 default setting of X-12-ARIMA, so the impact of outlier fig-
ures is unclear. Therefore, we made seasonal adjustments using the same method as was 
described in Section II. 2, and we did not observe any notable impact of outlier figures after 
the earthquake compared with the pre-earthquake level. Regarding the wage index, there are 
downward outliers, mainly in June and December. The presence of these outliers is pre-
sumed to reflect a decline in bonuses compared with the pre-earthquake level. When we 
compared these indexes and the nationwide industrial production index, we did not observe 
any notable correlation with regard to the employment and wage indexes. However, the 
working hours index declined temporarily at the time of the Lehman Shock and the Great 
East Japan Earthquake and later returned to the previous levels, and this was very similar to 
the movement of the nation-wide industrial production index. From this, it is clear that alt-
hough the earthquake had little notable impact on employment and wages, working hours 
temporarily decreased presumably because companies adjusted working hours in response 
to the earthquake impact. However, compared with the response we observed at the time of 
the Lehman Shock, the adjustments were small, and the working hours index recovered to 
the pre-earthquake level in around six months. 

 

IV. Conclusion 
 

This paper analyzed the impact of the Great East Japan Earthquake on industry, pop-
ulation movements and employments, mainly in the three disaster-stricken Tohoku prefec-
tures (Iwate, Miyagi and Fukushima Prefectures) in light of past studies on the economic 
impact of major natural disasters. 

The manufacturing industry, including the fishery product processing industry, which 
was the mainstay industry of those prefectures, suffered significant damage from the earth-
quake, with long-lasting effects. 

The three prefectures have experienced an increase in net emigration since the earth-
quake. In Fukushima Prefecture in particular, the number of young emigrants rose rapidly 
due to the impact of the Fukushima Daiichi Nuclear Power Station. Net emigration from  
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Source: Calculated based on the Monthly Labor Survey. (from January 1999 to December 

2011) by the Ministry of Health, Labour and Welfare. 
Note: The figure shows only the nationwide results because the survey regarding the three dis-

aster-stricken Tohoku prefectures was suspended in some months after the earthquake. 
 
Figure 11. Seasonally Adjusted Employment, Wage and Working Hours Indexes  

(Overall Industries and the Manufacturing Industry) 
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Fukushima Prefecture has stayed higher than the pre-earthquake level since the earthquake 
impact as well as seasonal factors boosted the number of emigrants. 

As for employment, the number of new job offers has increased in the three disas-
ter-stricken Tohoku prefectures due to an increase in demand for post-earthquake recon-
struction and a recovery in production in the manufacturing industry. Meanwhile, the num-
ber of applications for employment insurance benefits totaled around 220,000 (a 
year-on-year increase of around 40%) in the 10-month period from the occurrence of the 
earthquake. In the disaster-stricken areas, while there are many job offers for people with 
qualifications and skills related to “construction and civil engineering,” a mismatch between 
job offers and applicants has arisen. It is an important task to steadily improve the employ-
ment situation while taking account of the characteristics of the local industries. 

As for the mismatch regarding the job type that has affected unemployed people in 
the disaster-stricken areas, a significant mismatch arose in April, the month after the earth-
quake, but the mismatch indicator later declined on a year-on-year basis. In August, a sig-
nificant mismatch arose again. The mismatch grew particularly regarding professional and 
technical jobs, manufacturing process and labor management jobs and security jobs. Re-
garding construction and civil engineering, labor supply and demand was balanced 
throughout 2010. However, after the earthquake, a labor shortage arose and has continued 
due to reconstruction-related demand. Since peaking in August 2011, the mismatch regard-
ing the job type has been declining. However, it continues to be an urgent task to resolve the 
mismatch, as it is necessary, in response to an increase in job applicants amid the lengthen-
ing of the period of unemployment, to promote skills development support so as to encour-
age displaced workers to look for a different type of job than the one in which they were 
engaged before the earthquake. 
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Trends in Electricity Conservation Measures: Focusing on Responses 
by Industry Groups and Companies 
Itaru Nishimura 
The Japan Institute for Labour Policy and Training 

 
As well as the direct damage resulting from the earthquake itself, electricity 
supply and demand has become a major problem due to the accident at the 
Fukushima Daiichi Nuclear Power Plant triggered by the Great East Japan 
Earthquake. Accordingly, this paper discusses trends in electricity conservation 
measures in 2011 and the issues that arose as a result. 

Broadly speaking, there are two types of characteristics in companies’ 
electricity conservation measures. Firstly, overall trends concerning specific 
electricity conservation measures include a reduction in overtime, moving 
work start and finish times and total hours forward, changing the timing or 
length of summer holiday periods, and altering the prescribed days off. Sec-
ondly, differences were seen in the measures implemented, according to the 
characteristics of the business establishment in question. While there is a ten-
dency for head offices to seek to conserve electricity by shortening total 
working hours, one can see a trend among factories and warehouses toward 
trying to promote electricity conservation by shifting the operating times, 
while maintaining the current working hours. 

Problems that arose as a result of electricity conservation measures in-
clude the fact that they imposed a cost burden on companies. More specifically, 
these included increases in costs arising from the installation of private power 
generation equipment and co-generation to conserve electricity, inventory 
management costs, and labor costs resulting from weekend and night-time 
shifts. 

Having said that, the electricity conservation carried out in FY2011 did 
not result solely in a cost burden being imposed on companies. Electricity 
conservation measures also had positive effects, in terms of making corporate 
management more efficient and diversifying individuals’ ways of working.  

 

I. Introduction 
 
The damage resulting directly from the Great East Japan Earthquake on March 11, 2011 

was immense, but one of the characteristics of this disaster was that its effects were not con-
fined to this directly-inflicted damage, as the accident at the Fukushima Daiichi Nuclear 
Power Plant resulting from the earthquake also triggered major problems in regard to elec-
tricity supply and demand. The electricity supply and demand problems were not restricted 
to the areas served by Tokyo Electric Power Company and Tohoku Electric Power Company, 
but also spread to the areas served by Kansai Electric Power Company and Kyushu Electric 
Power Company, resulting in efforts being made to conserve electricity across the whole of 
Japan during the summer of 2011. These electricity supply and demand problems continue 
to be a major issue in 2012, and do not seem likely to be a purely temporary phenomenon. 
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This paper discusses trends in electricity conservation measures implemented in 2011 
in the aftermath of the earthquake and the resulting issues, focusing primarily on a survey 
carried out by the Japan Institute for Labour Policy and Training and data that have already 
been published. 

 

II. Electricity Supply and Demand Problems (Electricity Conservation 
Measures) 

 
According to a report by the Ministry of Economy, Trade and Industry, within the ar-

ea served by the Tokyo and Tohoku Electric Power Companies, which had set numerical 
targets for electricity conservation during the summer of 2011, if one compares the days 
when the air temperature was the same level as those of the previous year, one can see that 
the reduction among major commercial customers with contract demand of at least 500kW 
was 27% in the Tokyo region and 18% in the Tohoku region, while in a comparison of the 
maximum values, the reduction from the previous year was 29% in the Tokyo region and 
18% in the Tohoku region. Even among small-scale commercial customers, with contract 
demand of less than 500kW, the reduction on the days when the air temperature was the 
same level as those of the previous year was 19% in the Tokyo region and 17% in the 
Tohoku region.1 Thus, the initiatives of industrial sectors and individual companies had a 
reasonably positive effect, with their electricity conservation endeavors more than meeting 
the numerical targets. Details of the measures actually taken by companies and industries 
are examined below. 

 

1. Company Initiatives 
At the request of the government, companies implemented their own electricity con-

servation measures during the summer of 2011. Table 1 provides a summary of some exam-
ples of those initiatives. 

As the table shows, companies are implementing measures in various ways. An ur-
gent questionnaire survey concerning companies’ responses to the disaster carried out by the 
Institute of Labour Administration provides an insight into the trends among specific elec-
tricity conservation measures being implemented or considered by companies (Rosei Jiho 
2011). The sample size is not so large, but it is a very interesting survey in that it asks spe-
cifically about measures being implemented at head offices, factories and business offices.2 
Figure 1 shows a number of points that emerged from this survey that are worthy of attention. 

                                                           
1 See Ministry of Economy, Trade and Industry, “Follow-up Concerning Electricity Supply and 

Demand Measures This Summer” (http://www.meti.go.jp/press/2011/10/20111014009/20111014009- 
2.pdf) 

2 The survey responses covered 105 head offices, 59 factories and warehouses, and 73 business of-
fices and stores. 
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Table 1. Electricity Conservation Measures by Various Companies 
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Table 1 (Continued) 

 
Source: Compiled from Keizaikai (2011). 

 
The top electricity conservation measures are “thorough implementation of overtime 

reductions,” “bringing forward work start and finish times,” “changing the timing and 
length of consecutive summer holidays,” and “altering prescribed days off (changing the 
original prescribed working hours from weekdays to weekends, through rotational shut-
downs).” In particular, “bringing forward work start and finish times” showed less variation 
between head offices, factories and warehouses, and business offices and stores than any 
other option, so one could describe it as the main electricity conservation measure,3 which 
would be the easiest initiative to introduce, as they make it possible to conserve electricity 
during peak hours, without hindering normal operations. 

Furthermore, “bringing forward work start and finish times” was one of the main 
electricity conservation measures among both manufacturing and non-manufacturing indus-
try, so there is a tendency for it to be used as the main electricity conservation measure, ir-
                                                           

3 52.4% of head offices, 40.7% of factories and warehouses, and 39.7% of business offices and 
stores brought forward their work start and finish times. 
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respective of the industry type (Rosei Jiho 2011).4 
On the other hand, “reducing the prescribed working hours each day,” “using modi-

fied working hours systems,” “introducing and extending flexi-time systems,” and “person-
nel shifts via transfers to areas outside those served by Tokyo and Tohoku Electric Power 
Companies” do not appear to have been considered very much as measures and seem to 
have been methods that were difficult to adopt as the main means of conserving electricity. 

Moreover, at the head office, factory and business office level, one can see slight dif-
ferences among the aforementioned measures, in terms of the importance attached to them. 
In particular, while head offices did not attach a great deal of importance to “reducing day 
shifts on weekdays and implementing evening and night shifts,” with 12.4% of these estab-
lishments introducing this measure, it was a major electricity conservation measure for fac-
tories and warehouses, being implemented by 32.2% of such establishments. A similar trend 
can be seen in regard to “altering prescribed days off,” a measure implemented by 52.5% of 
factories and warehouses, but only 36.2% of head offices. In contrast, while 18.1% of head 
offices introduced home-working, the share of business offices and stores introducing this 
measure was only half of this level, and hardly any factories or warehouses took this step 
(1.7%). 

Among factories and warehouses, it is difficult to alter working hours, by reducing 
hours or changing the number of days of holiday or days off, but instead, they tried to deal 
with this by altering start and finish times, while maintaining the same length of working 
hours. On the other hand, one can see a tendency for head offices to seek to conserve elec-
tricity by reducing total working hours, by such means as “overtime reductions” and 
“changing the timing and length of consecutive summer holidays.” 

Thus, electricity conservation initiatives depend on the type of business establishment, 
such as whether it is a head office or factory, etc., rather than on the industry type. 

The trends among business offices and stores are similar to those of head offices, ly-
ing somewhere in the middle between head offices and factories, but compared with those, 
one does not see any pronounced characteristics in terms of the types of measure introduced. 
Moreover, if one looks at the proportion of respondents answering “nothing in particular,” 
the highest share is accounted for by business offices and stores, so one can perhaps say that 
these are the business establishments at which it is hardest to implement electricity conser-
vation measures.5 While it is not possible for such establishments to extend holidays or 
reduce overtime as freely as head offices, they cannot alter store opening hours as flexibly  
                                                           

4 Among head offices, it was the top measure, being implemented by 49.0% of companies in man-
ufacturing industry and 55.4% of companies in non-manufacturing industry. Among factories and 
warehouses, it was implemented by 38.1% of companies in manufacturing industry (3rd) and 47.1% 
of companies in non-manufacturing industry (1st). Among business offices and stores, it was imple-
mented by 33.3% of companies in manufacturing industry (3rd) and 45.0% of companies in 
non-manufacturing industry (1st). 

5 Whereas the proportion of respondents answering “nothing in particular” was 4.8% among head 
offices and 11.9% among factories and warehouses, it was 13.7% among business offices and stores. 
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Source: Compiled from Rosei Jiho (2011, 13). 

Figure 1. Details of Electricity Conservation Measures (Multiple Responses) 
 
as factories can change their hours of operation, so there is a possibility that electricity con-
servation measures are difficult for them to implement. 

The main challenges arising from electricity conservation measures are “it is difficult 
to forecast the amount of electricity that should be conserved (45.6%),” “it is difficult to 
secure the understanding of business partners and customers (38.9%),” and “discussions  
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with labor unions and employee representatives (convincing staff and securing their under-
standing) (30.0%).”6 The first issue can be resolved by providing numerical targets, but the 
latter two are problems relating to dealings between companies and labor-management rela-
tions within companies, so it is anticipated that they could form a bottleneck hindering elec-
tricity conservation. 

 

2. Industry Initiatives 
As described above, each company implemented its own electricity conservation 

measures. One example of initiatives being undertaken as an industry, cutting across the 
boundaries between companies, can be seen in the motor vehicle industry. The Japan Auto-
mobile Manufacturers Association (hereinafter referred to as JAMA) spearheaded electricity 
conservation initiatives across the whole of the sector, so this industry is worthy of attention. 
Unlike the initial proposal, the actual rotating shutdowns involved taking Thursdays and 
Fridays as scheduled days off and then operating on Saturdays and Sundays, but it would 
seem to be worth leaving a record of what JAMA’s initial proposal was, so let us touch upon 
this below. 

 
(1) JAMA Initiatives 

At a meeting of the Nippon Keidanren (Japan Business Federation) to discuss 
measures to curb electricity demand during the summer, held on April 15, 2011, JAMA 
proposed “rotating days off,” involving different industries switching their days off to dif-
ferent days. The JAMA proposal sought to reduce peak power demand by changing from a 
system of taking days off on weekends, when electricity demand is lower than on weekdays, 
and allocating days off on weekdays between industries in order to equalize electricity de-
mand throughout the week; the specific details were as follows.7 

In order to combine the curbing of peak power demand with industrial activities, 
JAMA put forward a basic policy focused on the following two approaches: (i  individual 
companies maximizing their efforts to conserve electricity in order to avoid rolling black-
outs, based on the premise of seeking to avoid any impact on production activities,8 and (ii  
industry-wide initiatives in parallel with this, aimed at achieving an even greater peak pow-
er suppression effect. One measure proposed that was focused on the second approach, 
                                                           

6 Multiple answers were requested, so the total for the top three responses is greater than 100%. 
7 For further details, see Japan Automobile Manufacturers Association “Kaki Denryoku Juyo 

Yokusei ni Muketa Rinban Kyujitsu/Kaki Kyujitsu Shifuto no Goteian (A Proposal for Rotating Days 
Off and Shifting Summer Holidays Aimed at Curbing Electricity Demand During Summer)”  
(www.keidanren.or.jp/japanese/policy/2011/029/shiryo3-1.pdf). 

8 Rolling blackouts were implemented for a time in the immediate aftermath of the disaster, with 
the objective of keeping the quantity of power used within the supply capacity of the electric power 
companies. For further details, see Tokyo Electric Power Company “Implementation plan of rolling 
blackout on and after Tue, March 15, 2011” (http://www.tepco.co.jp/en/press/corp-com/release/1103 
1313-e.html). 
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which was aimed at achieving an even greater peak power suppression effect, was the rota-
tion of days off and long-term holidays within and across industries. One could say that the 
advocacy of electricity conservation initiatives that go beyond the level of individual com-
panies is a characteristic of JAMA. 

One factor behind JAMA’s proposal was the fact that there was a large gap between 
electricity demand on weekdays and on weekends. According to materials submitted by 
JAMA, whereas peak electricity demand is 58 million kW on weekdays, it is 48 million kW 
on weekends, so if rotating shutdowns could be used to equalize the gap between weekdays 
and weekends that results from days off being concentrated on Saturdays and Sundays, it 
would be possible to curb peak demand on weekdays without reducing the number of hours 
worked. 

Let us now look at the specific proposals. JAMA put forward two measures as meth-
ods that would make it possible to curb peak power demand on weekdays, while maintain-
ing normal, full-strength operations. The first involved dividing the 12 companies belonging 
to JAMA into seven groups, in order to create groups with uniform demand, and allocating 
days off between the seven groups in such a way that two groups would always be on their 
days off on any given day of the week, as follows: (i  Monday & Tuesday; (ii  Tuesday & 
Wednesday; (iii  Wednesday & Thursday; (iv  Thursday & Friday; (v  Friday & Saturday; 
(vi  Saturday & Sunday; and (vii  Sunday & Monday. 

Tables 2 and 3 express this system in tabular form. As can be seen from Table 2, 
whereas peak power demand on weekdays in each group is 1,000 kW, it is only 400kW on 
weekends. As a result, there is a large gap between peak power demand on weekdays and 
that on weekends. The main purpose of the proposal was to seek to even out these differ-
ences by implementing rotating shutdowns. The shaded cells in Table 3 show the groups 
with rotating shutdowns on those days. 

As can be seen from the peak power demand rows in Tables 2 and 3, if rotating shut-
downs are carried out, it becomes possible to curb peak power demand while maintaining 
the normal number of hours worked. Thus, JAMA asserted that the amount of weekend 
power consumption could be allocated to one or other of the weekdays and peak demand for 
power on weekdays could therefore be reduced by implementing rotating shutdowns. 

The second initiative involved distributing the summer holidays usually taken from 
August 6 to 14 over a period of about a month, from the beginning of the school summer 
holidays on July 25 through to the end of August. In this case as well, JAMA proposed 
splitting the 12 companies into four groups, dividing them as evenly as possible in terms of 
their electricity demand, and having them take their summer holidays in such a way as to 
avoid coinciding with the traditional obon holiday (August 13 to 15) as far as possible. 

JAMA estimated that implementing these initiatives would enable weekday peak 
power consumption during the third quarter of the calendar year to be reduced by 18% in 
July, 21% in August and 17% in September. 

However, peak power demand for JAMA alone accounts for no more than 4% of the  
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Table 2. Peak Power Demand If Rotating Shutdowns Were Not Implemented  
(Unit: kW) 

 
Source: Compiled from Japan Automobile Manufacturers Association, Kaki Denryoku Juyo Yokusei ni 

Muketa Rinban Kyujitsu/Kaki Kyujitsu Shifuto no Goteian [A proposal for rotating days off and 
shifting summer holidays aimed at curbing electricity demand during summer]. 
 

Table 3. Changes in Peak Power Demand through Rotating Shutdowns 
(Unit: kW) 

 
Source: Same as Table 2. 
 
demand from all major commercial customers. Accordingly, JAMA called on all industries 
and companies to cooperate in implementing the concept of rotating days off and shifting 
summer holiday periods on a larger scale, with a view to achieving “smart curbs on peak 
demand without reducing the number of hours worked.” JAMA’s proposal involved rotating 
days off and shifts in summer holidays among a number of industries and companies, so 
that ultimately industry/company A would take its days off on Mondays and Tuesdays, 
while industry/company B would take its days off on Tuesdays and Wednesdays, etc. From 
this, one can see that JAMA envisaged implementing these measures on a scale beyond that 



Trends in Electricity Conservation Measures 

31 

of a single industrial sector. 
 

(2) Initiatives in the Department Store Sector 
Outside manufacturing industry as well, there are sectors that are implementing initi-

atives aimed at electricity conservation throughout the sector as a whole. A leading example 
of this is the department store sector. The department store sector is one in which suspen-
sions of electricity supply, through rolling blackouts, etc., became a particularly serious 
problem. 

In the department store sector, the impact of secondary damage from reduced opening 
hours due to rolling blackouts was much greater than the harm resulting directly from the 
disaster. It takes time for electricity to return to POS (point-of-sale) systems and to check 
the safety of equipment, so when blackouts occur, it is necessary to close the store for an 
hour or two either side of the power outage. Consequently, some stores had to completely 
abandon their business that day. As a result, department store turnover in the Kanto region 
demonstrated a hitherto-unprecedented major fall of 21.5% in March 2011, in the immedi-
ate aftermath of the disaster (Japan Institute for Labour Policy and Training 2011). It is a 
sector in which electricity problems have a major impact on business, due to their effects on 
systems that form the basis of their operations, such as POS systems. 

In response to this situation, the Japan Department Stores Association established a 
committee to examine countermeasures, which carried out a simulation of the degree to 
which each member company within the area served by Tokyo Electric Power Company 
could reduce power consumption through various electricity conservation measures, without 
implementing rotating shutdowns. As a result, it was ascertained that each member depart-
ment store could achieve reductions of 13-25%, so on May 13, the Association published 
the “Guidelines for Electricity Conservation at Department Stores” and put together a 
checklist, after which it provided individual companies with support in formulating concrete 
action plans. 

 
(3) Cases in Which Electricity Demand Did Not Become a Major Problem (Where the 

Sale of Power Was Possible) 
Incidentally, there were some sectors in which electricity conservation was not that 

great a problem.9 For example, in the paper industry, pulp and paper mills have boilers that 
generate heat within the plant, so they are able to carry out private power generation, ena-
bling them to cover the majority of their electricity needs themselves. The Japan Paper As-
sociation says that “it is possible to sell electricity by putting spare boilers into service,” and 
some companies have actually started to consider the option of selling electricity to power 
                                                           

9 Here, not being a problem refers to the fact that plants are able to supply the power required for 
their operations themselves. Naturally, there is a possibility that the costs involved in this could be-
come a major problem. The problems arising from securing such electricity will be dealt with in Sec-
tion III of this paper. 
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companies. Moreover, in the oil sector, oil refineries are equipped with private power gen-
eration facilities and some are working on selling electricity generated on this basis (Japan 
Institute for Labour Policy and Training 2011).10 

Thus, there are sectors in which the suspension of power supply from electricity 
companies due to rolling blackouts, etc. would not have that great an impact on plant opera-
tion. Moreover, in such sectors, it is actually possible to sell electricity to electric power 
companies. 

Mitsui Chemicals, which is one of the companies listed in Table 1, is introduced here 
as a company implementing an initiative focused on the sale of electricity.11 Mitsui Chemi-
cals, which is a chemical manufacturer, has its private power generation equipment at its 
flagship Ichihara Works operating at full capacity, so that as well as avoiding having to 
purchase any electricity at all from Tokyo Electric Power Company, it is able to sell its sur-
plus power back to the latter company.12 In return for supplying the surplus power, Mitsui 
Chemicals charges Tokyo Electric Power Company the cost of the fuel required to generate 
the power supplied, thereby seeking to mitigate the burden of fuel costs resulting from 
power generation. There are two important points here. The first is that it is actually possi-
ble to sell the power generated at a factory. The second is that private power generation en-
tails the problem of how to cover the requisite fuel expenses. 

Thus, although it is possible to acquire the electricity required for operations without 
depending on a power company, this also has the potential to give rise to new problems. The 
next section examines the problems arising from electricity conservation measures. 

 

III. Problems Arising from Electricity Conservation Measures 
 

1. Increase in Costs Arising from Electricity Conservation 
This section examines the issues arising from electricity conservation, with reference 

to the Agency for Natural Resources and Energy, “Kaki no Denryoku Jukyu Taisaku no 
Foro-appu ni Tsuite (Oguchi, Koguchi, Katei ni Okeru Torikumi no Kensho) (Follow-up 
Concerning Summertime Electricity Supply and Demand Measures [Review of Initiatives 
by Large-scale, Small-scale and Household Customers]).”13 

                                                           
10 Naturally, in the oil sector, even where private power generation is possible, measures focused 

on power peak cuts are being implemented in areas other than plants, such as in offices and at refiner-
ies and oil terminals. 

11 For further details regarding the case of Mitsui Chemicals, see Nikkei Ecology (2012). 
12 It supplied approximately 40,000kW to Tokyo Electric Power Company between July and Sep-

tember 2011. 
13 For details of examples unable to be covered in this paper, see Agency for Natural Resources 

and Energy, “Kaki no Denryoku Jukyuu Taisaku no Foro-appu ni Tsuite (Ooguchi, Koguchi, Katei ni 
Okeru Torikumi no Kenshou) (Follow-up Concerning Summertime Electricity Supply and Demand 
Measures [Review of Initiatives by Major and Small-scale Commercial Customers and Household 
Customers])” (http://www.meti.go.jp/press/2011/10/20111014009/20111014009-3.pdf). 
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Firstly, problems for large-scale commercial customers14 include the increase in costs 
arising from private power generation and the replacement of lighting equipment in order to 
conserve electricity. Of the 20 large-scale commercial customers profiled in the report, as 
many as 14 cited private power generation and co-generation as factors behind cost in-
creases arising from electricity conservation, so one can see that even if companies secured 
the necessary power while conserving electricity, they incurred a commensurate cost burden. 
In particular, the problem of cost increases arising from private power generation was 
pointed out by companies in manufacturing industry, including both the metals and 
non-metals sectors15. Although private power generation was not cited by those in the dis-
tribution and other (office-based) categories, respondents in these sectors did point out an 
increase in costs due to changing lighting equipment (introduction of LED lighting). 

Furthermore, cost increases resulting from electricity supply and demand problems 
affected not simply private power generation and changes of lighting equipment, but also 
had an impact on inventory management costs and labor costs. Among companies in the 
chemicals sector were some that front-loaded production in June, ahead of the electricity 
conservation period, in order to avoid having to reduce production due to cuts in daytime 
peak power demand, which resulted in their having inventory that would not have arisen 
under normal circumstances. The costs arising from such things as the purchase of packag-
ing materials due to inventory accumulation amounted to approximately ¥180 million,  
which was a considerably rise in costs due to electricity conservation measures. 

In addition, labor costs also rose among companies that altered their operating hours 
and switched to shifts at night and on weekends, in order to conserve electricity at peak 
times. It is not known precisely how much this actually amounted to, but for example, one 
motor vehicle company has stated that its labor costs increased by 1.3 times, while in the 
non-metals sector, a company manufacturing optical fibers and power lines reported a rise 
of 1.2 times. 

On the other hand, among small-scale commercial customers, due to the fact that their 
operations had to conform to the weekend shifts introduced by large corporations, small and 
medium-sized enterprises, whose business partners cover a multitude of sectors, were ap-
parently compelled to operate without any days off, as they had deadlines set for both 
weekdays and weekends. 

                                                           
14 Large-scale commercial customers are consumers (business operators) with a contract demand 

of at least 500kW, while small-scale commercial customers are consumers (business operators) with a 
contract demand of less than 500kW. 

15 Two out of three companies in the chemicals sector, three out of three in the non-metals manu-
facturing sector, two out of three in the electronics manufacturing sector, three out of three in the mo-
tor vehicle sector, and three out of three in the precision instruments and household electrical appli-
ances sector cited this as a factor. In addition, although there is only one example in the steel sector, 
that one company also indicated this as a factor behind cost increases. Moreover, as an aggregate an-
swer of 15 major companies in the steel sector, the problem of cost increases due to private power 
generation is also mentioned. 
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From the information above, one can see that companies bore costs resulting from 
electricity conservation, due to such factors as the use of private power generation, produc-
tion adjustment and inventory management, and increases in labor costs due to the shifting 
of operations to weekends and nights. Although there are differences in degree, cases have 
been reported in which the costs amount to the equivalent of hundreds of millions of yen on 
a company scale, and billions of yen when looked at across an entire industry, so one can 
say that the cost burden of electricity conservation is an issue that cannot be overlooked. 
Moreover, the issues pointed out by small and medium-sized enterprises demonstrate that it 
is necessary to give further consideration to the formulation of industry-wide rules con-
cerning operating times. What kind of measures should be taken in response to these prob-
lems is a key issue for the future. 

 

2. Electricity Problems Other Than Issues of Electricity Supply and Demand 
The electricity problems triggered by the nuclear power plant accident also affect in-

dustry sectors in ways other than those relating to issues of electricity supply and demand. 
For example, in the department store sector, a tendency for foreign tourists to avoid visiting 
Japan in the aftermath of the earthquake led to a decline in sales at department stores, not 
only in disaster-stricken areas, but also nationwide. 

If one looks at the trends in visits to shops by and turnover from foreign tourists in 
March 2011, one can see that the number of shoppers plummeted by 44.2% compared with 
the previous year, while turnover also slumped, falling by 52.2% compared with the previ-
ous year. The primary factor behind this was the fall in the number of tourists from China, 
South Korea and Hong Kong, who accounted for the overwhelming majority of tourists 
before the disaster (Japan Institute for Labour Policy and Training 2011). Visitors from 
overseas are extremely important customers for department stores, which are trying to in-
crease sales amid a shrinking domestic market. Thus, electricity problems had an impact on 
the economy other than in terms of supply and demand. 

 

IV. Electricity Conservation, Corporate Management and Individual Ways of 
Working 

 
This section returns to the subject of initiatives by companies, looking at examples in 

which electricity conservation measures have had some kind of impact on management or 
individual ways of working, as well as pointing out the possibility that recent efforts to 
conserve electricity have led to greater management efficiency and a diversification in indi-
vidual ways of working. Below, Komatsu, Seven-Eleven Japan and FamilyMart are profiled 
as examples in which the implementation of electricity conservation measures provided an 
opportunity to make corporate management more efficient, while Isetan Mitsukoshi Hold-
ings (hereinafter referred to as “Isetan Mitsukoshi HD”) and KDDI are examined as cases in 
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which one can see the possibility that measures to conserve electricity are bringing about a 
change in individual ways of working. These examples are worthy of attention, in that they 
provide an insight into other aspects of the effects of electricity conservation measures. 

 
1. Reforms in the Production Process Itself Triggered by Electricity Conservation 

Among the companies listed in Table 1, which provided a summary of companies’ 
electricity conservation initiatives, are some which took the opportunity offered by the con-
servation of electricity to improve their business operations. For example, in the process of 
its electricity conservation activities, the construction machinery manufacturer Komatsu 
discovered that more electric power was being wasted in its factories than had been envis-
aged.16 More specifically, a succession of instances of electricity being wasted became ap-
parent, such as in the devices used to plane construction machinery frames and in processes 
including cooling and heat treatment. In response to this, the company initiated endeavors to 
reduce peak electricity usage through reforms of production processes. 

The company firstly revised the heat treatment process, which alters the hardness and 
properties of the construction machinery components. Hitherto, the metal was machined 
into its final shape while undergoing repeated rounds of heating and cooling, but the com-
pany took up the challenge of establishing a new production process in which a single round 
of heat treatment is used toward the end of the process of manufacturing the finished item, 
after almost all of the machining of the component has been completed. Through this, the 
company is aiming to reduce the amount of electricity used per component. Moreover, it has 
also rethought the welding process, which is essential to the assembly of construction ma-
chinery. 

As well as reforms in the manufacturing division, the company’s design division has 
also begun to consider revising the blueprints it uses, from the perspective of reducing elec-
tricity consumption, with the aim of achieving design that leads to a reduction in processing 
time. These initiatives are being carried out because, even if the effect per component is 
minimal, the amount of power consumption that can be reduced overall is significant, if the 
design of the product as a whole can be revised. In addition, the company is apparently also 
attempting to curb electricity consumption by curtailing the use of air conditioning and 
lighting through the consolidation of production lines within factories. 

Moreover, in order to ensure that electricity conservation measures identified in one 
factory are shared throughout the company, a subcommittee that enables engineers in each 
field to share information beyond individual factory boundaries has been established. Thus, 
the company is building up a structure that enables it to ensure that if new production tech-
niques relating to electricity conservation become established in one factory, they can be 
spread laterally to other factories. 

As well as seeking a 50% reduction in peak power usage compared with the FY2010 
                                                           

16 See Nikkei Business (2012) for the example of Komatsu outlined below. 
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level by FY2014 through a range of initiatives, Komatsu is aiming to halve its total electric-
ity consumption, with the objective of cutting electricity procurement costs by approxi-
mately ¥4 billion annually on a non-consolidated basis. 

As can be seen from the aforementioned initiatives, electricity conservation during 
the summer of 2011 triggered by electricity supply and demand problems has also had the 
effect of bringing to light hitherto-unnoticed waste in production processes and encouraging 
more efficient management. 

 

2. Cost Reductions through Electricity Conservation 
As shown in Table 1, in April 2011, Seven-Eleven Japan, which develops conven-

ience stores as franchise chains, set a target of achieving a reduction in electricity consump-
tion of approximately 25% compared with the previous year, and has been implementing 
electricity conservation initiatives at around 6,000 stores within the area served by Tokyo 
Electric Power Company.17 The main electricity conservation measures have focused on 
replacing equipment in stores, such as switching to LED lighting18 and replacing air condi-
tioners, refrigeration cases and microwaves with energy-conserving models. In addition, 
solar panels have been installed in 1,000 stores. 

The financial burden resulting from these initiatives was not inconsiderable, amount-
ing to approximately ¥10 billion. However, at the same time, the introduction of such ener-
gy conservation measures also has advantages for both the franchise owners and Sev-
en-Eleven Japan, as they have brought about a reduction in the running costs of stores.19 

Thus, electricity conservation measures are also contributing to making management 
more efficient, through efforts to reduce store running costs. Furthermore, FamilyMart, 
which is also in the distribution industry, is aiming to deploy on a global scale the experi-
ence it gained from electricity conservation in 2011. At the AFC Summit, an annual confer-
ence of FamilyMart executives, which was held in Shanghai on November 1, 2011, a plan 
was approved to reduce electricity usage by 20% from the 2010 level by 2015 at approxi-
mately 20,000 stores in seven countries and regions around the world, including Japan, as 
well as Taiwan, South Korea, China, Thailand, and Vietnam.20 

One of the factors encouraging global deployment of electricity conservation is the 
belief that has spread throughout the company since the Great East Japan Earthquake, that 
systems that can deal with unprecedented risks, such as earthquakes and other disasters, 
should be put in place in each country. Compared with Japan, emerging nations such as Vi-

                                                           
17 See Nikkei Ecology (2012) for the example of Seven-Eleven Japan outlined below. 
18 The lighting at 5,000 of the approximately 6,000 stores within the area served by Tokyo Electric 

Power Company has been switched to LED lighting. 
19 See also the following statement by Seven-Eleven Japan’s PR team. “It is somewhat hard to 

recognize the effects due to increases in electricity charges and other factors, but there is no doubt that 
this has led to a reduction in costs for stores in the chain.” (Nikkei Business [2011, 11]) 

20 See Nikkei Business (2011) for the example of FamilyMart. 
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etnam and China have a great deal of scope for conserving electricity, so a considerable 
electricity conservation effect can apparently be anticipated, simply from installing the lat-
est refrigeration case and air conditioner models. 

Thus, there are companies that are applying the knowledge they have gained from 
electricity conservation to their overseas operations, with the aim of making their stores 
around the world more efficient. 

 

3. Promotion of Improvements in Management Efficiency and a Better Work-Life 
Balance 

There are also companies that are taking the opportunity offered by electricity con-
servation measures to try to rethink approaches to management and ways of working. Isetan 
Mitsukoshi HD, which is one of the major players in the department store sector, decided to 
take the opportunity offered by electricity conservation measures to reinstate store closing 
days on weekdays and reduce opening hours. This can be said to be of no small significance, 
as it is a sign of change in the trend toward increasing the number of days on which shops 
open and extending opening hours, which has been ongoing since the 1990s. 

February and August, which are known as “nippachi” (after the names of the months) 
in the department store sector, are usually periods of sluggish growth in turnover. Accord-
ingly, Isetan Mitsukoshi HD decided to introduce store closing days at three stores in the 
Kanto region during August, when sales traditionally declined, as it was more efficient from 
a business perspective to reduce the number of days on which stores opened during this 
period. It was apparently eight years since a store closing day had been in place. As well as 
making management more efficient, this initiative apparently also became the focus of at-
tention within the department store sector because it helped to promote a better work-life 
balance for employees (Japan Institute for Labour Policy and Training 2011). 

The initiative subsequently continued and is spreading among a greater number of 
stores. In February 2012, the store closing day initiative was expanded to include all nine 
stores within the Tokyo metropolitan area, and it was announced that reduced opening hours 
would be introduced at a specific store, for the first time since the 1973 oil crisis, 39 years 
earlier. 21  More specifically, store opening hours were cut by an hour, going from 
10:00–20:00 under normal circumstances to 10:30–19:30 for a period of about half a month 
from mid-February. In conjunction with this, employee working hours also changed from a 
two-shift system, with a 09:45–19:10 shift and a 10:45–20:10 shift, to all staff working from 
just after 10:00 until just after 19:30. 

Furthermore, in August 2012, the company plans to expand the focus of the reduced 
opening hours initiative to cover five major stores, including the Ginza and Nihonbashi 
branches of Mitsukoshi, as well as extending the duration of the initiative from a couple of  

                                                           
21 See Sankei Biz article dated November 1, 2011 (http://www.sankeibiz.jp/business/news/111101/ 

bsd1111011105003-n1.htm). 
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Source: Compiled by the author from Nikkei Ecology (2011). 
 
Figure 2. Image of the Combined Summer Time and Home-Working System 
 

weeks to one month.22 Although the opening hours differ at the stores concerned, the 
changes at each store will result in a reduction in opening hours of between 30 minutes and 
one hour.23 

As a result, while the total number of hours worked each month will not change, it is 
anticipated that the number of days on which staff can go home earlier will increase. More-
over, as well as being an electricity conservation measure, such initiatives are being imple-
mented with the objective of reducing costs and improving customer service through a bet-
ter working environment, so one can see that the recent electricity problems have the poten-
tial to effect changes in various forms, in terms of increasing the quality of service and im-
proving the work-life balance of employees. 

 

4. Home-Working 
One can see cases in which electricity conservation measures did not simply trigger 

the introduction of home-working, but also led to the system being applied to many staff. 
For example, the information and communications provider KDDI implemented an initia-
tive focused on curbing the amount of power used at head office by combining 
home-working with the introduction of a summer time system.24 

More specifically, it involves staff starting work an hour or two earlier than usual, 
working for five hours at the office, and then completing the remaining 2.5 hours of work at 
home in the afternoon (Figure 2). Approximately 40% of the staff at head office are using 
this working pattern. As a result of this initiative, as well as conserving electricity through 

                                                           
22 In February 2012, this was introduced at the Isetan Shinjuku flagship store only. 
23 See Nihon Keizai Shimbun article dated June 2, 2012. 
24 See Nikkei Ecology (2011) for the example of KDDI. 
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economizing on air conditioning and lighting, the company succeeded in achieving a 62% 
reduction in peak power consumption at head office in July 2011, compared with the previ-
ous year. Broken down by morning and afternoon consumption, electricity consumption 
was cut by approximately 50% in the morning, when workers are in the office, and by about 
70% in the afternoon, when many staff are working from home. Although it is not possible 
to make a simple comparison, one can see that home-working systems can be effective in 
conserving electricity at offices.25 

Incidentally, the electricity usage situation peculiar to this industry can be seen in the 
background to the decision to implement this initiative. At least 90% of electricity used by 
the company arises from communications equipment at its telecommunication bases. It has 
13 business establishments with contract demand of at least 500kW in the area served by 
Tokyo Electric Power Company, which are therefore subject to the 15% reduction target. 
However, as it is necessary for telecommunication bases to operate around the clock, they 
became one of the business establishments at which it was difficult to make the requisite 
operational adjustments. This characteristic of the information and communications industry 
is thought to have been one factor behind KDDI’s decision to promote electricity conserva-
tion through changes to ways of working, including the introduction of home-working. 

At any rate, the fact that many staff have taken the opportunity offered by the elec-
tricity conservation measures to adopt home-working suggests that there is a possibility that 
such measures are triggering diversification in ways of working. 

 

V. Conclusion 
 

1. Summary of Findings 
(1) Characteristics of Electricity Conservation Measures 

Let us first of all look at electricity conservation measures undertaken by companies. 
Firstly, overall trends concerning specific electricity conservation measures include a reduc-
tion in overtime, moving work start and finish times forward, changing the timing or length 
of summer holiday periods, and altering the prescribed days off. Secondly, some differences 
were seen in the measures implemented, according to the characteristics of the business 
establishment in question. While there is a tendency for head offices to seek to conserve 
electricity by shortening total working hours, there is a trend among factories and ware-
houses toward trying to promote electricity conservation during peak hours by shifting the 
operating times, while maintaining the current working hours. 

 

                                                           
25 Another initiative involves having whole floors or departments take the five-day summer holi-

day to which they are entitled between July and September at the same time, in order to conserve 
electricity. 
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(2) Problems Arising from Electricity Conservation Measures 
Looking back on the results achieved in 2011, the reduction in electricity consump-

tion exceeded the target and companies’ initiatives have yielded generally positive outcomes, 
in terms of conserving electric power. However, electricity conservation has given rise to a 
commensurate cost burden for companies. This demonstrates that the recent electricity con-
servation endeavors entailed some pain for companies. Factors behind the cost increases 
included increases in costs arising from the installation of private power generation equip-
ment and co-generation to conserve electricity, inventory management costs, and labor costs 
resulting from weekend and night-time shifts. 

 
(3) Other Effects of Electricity Conservation 

Having said that, as described in Section IV of this paper, the recent electricity con-
servation endeavors did not result solely in a cost burden being imposed on companies. One 
would also wish to stress here that the electricity conservation measures implemented in 
2011 also triggered greater efficiency in corporate management among some companies and 
industries. In this sense, electricity conservation measures are helping to strengthen the 
competitiveness of companies. 

At the same time, efforts to reduce electricity consumption are having an impact on 
individual ways of working. Although one could not say that electricity conservation 
measures are becoming that widespread, there are companies that have taken the opportuni-
ty offered by the need to conserve electricity to popularize home-working among their em-
ployees. Moreover, in the department store sector, in which there had hitherto been a sus-
tained trend toward increasing the number of days on which stores opened and extending 
opening hours, one major company not only introduced store closing days, but also decided 
to reduce opening hours. Such changes have the potential to have some effect on the 
work-life balance. 

 

2. Ongoing Observation and Studies Required 
The electricity supply and demand problems triggered by the Great East Japan 

Earthquake—including the question of how to construct a next-generation electricity supply 
and demand system—are issues affecting not only the disaster-afflicted areas, but also the 
whole of Japan. The question of how the electricity conservation measures implemented by 
companies bring about (or fail to bring about) a metamorphosis in individual ways of 
working in future could become a profoundly interesting theme in labor research. If they do 
give rise to a metamorphosis, they could become a major theme in their own right as a 
change in the way of working itself; if not, then they will become a deeply interesting theme 
representing the rigidity of Japanese people’s ways of working. 

However, before all of this, one must ask why, for example, the rotating shutdowns 
proposed by JAMA could not be implemented according to the initial plan, and why they 
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have not spread as a method that transcends the boundaries between industrial sectors. It 
will be necessary to carry out a proper follow-up regarding such questions. Moreover, as 
can be ascertained from the passages concerning the responses of individual companies, 
there were quite a few companies that cited problems relating to dealings between compa-
nies (relationships with business partners and clients) and labor-management relations 
within the company as issues arising from efforts to conserve electricity. The issue of elec-
tricity conservation being faced by companies and its relationship to inter- and in-
tra-company business practices could become a valuable topic in endeavors to shed new 
light on the characteristics of Japanese companies. 

At any rate, from the perspective of contributing to academic research as well, rather 
than ending as a temporary boom, it would be desirable to maintain an interest in the range 
of responses implemented in relation to the disaster and conduct regular observation and 
studies on an ongoing basis. 
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This paper examines the short-, medium- and long-term impacts of the 1995 
Great Hanshin-Awaji Earthquake, which, like the 2011 Great East Japan 
Earthquake, inflicted devastating damage, on the labor market of the disas-
ter-affected areas.This analysis might help us draw up a long-term vision of 
the reconstruction of the eastern Japan areas devastated by the Great East Ja-
pan Earthquake. To sum up our findings, regarding part-time workers, the 
number of new vacancies increased in the short term while the number of new 
job seekers declined and the number of job placements also dropped steeply. 
The number of job placements rebounded substantially in the medium term but 
fell back later. Regarding full-time workers, it was empirically observed that 
the growth in the number of job placements declined steeply even though the 
growth in the numbers of new job seekers and new vacancies rose or remained 
flat compared with the pre-earthquake level. This is presumed to be due in part 
to a mismatch between labor supply and demand. The number of job place-
ments for full-time jobs recovered by 1999 (in the medium term) but declined 
later. 

 

I. Introduction 
 
It has been one and a half year since an earthquake and tsunami disaster of an un-

precedented scale inflicted devastating damage in East Japan, mainly in the Tohoku region. 
The Great East Japan Earthquake and the ensuing tsunami killed or left missing around 
20,000 people, and deprived numerous people of their homes and properties. Although it 
seems that the removal of debris and reconstruction work are proceeding, the site of an in-
terim storage facility for soil polluted as a result of the nuclear accident at Tokyo Electric 
Power Company’s Fukushima Daiichi Power Station, which was triggered by this natural 
disaster, has not yet been determined as of one year after the disaster.1 The employment 
situation remains halfway through recovery. The period of the provision of unemployment 
benefits has been extended by four months in the disaster areas as an extraordinary measure. 
However, benefits recipients are beginning to reach the end of the extended provision peri-
od. As reported by the Sankei Shimbun newspaper on February 9, 2012, the Ministry of 
                                                           

∗ We would like to express our appreciation to Kohei Aono, a lecturer at Ritsumeikan University, 
for helping us write this paper by providing advice regarding time series analysis, and to the Hyogo 
Labour Bureau for supplying job placement services statistics. Any problems or inaccuracies con-
cerning this paper are attributable to the authors. 

1 As of February 28, 2012. 
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Health, Labour and Welfare announced that up to 7,100 people will reach the end of the 
provision period of unemployment benefits in the January-March quarter of 2012 in the 
three disaster-stricken prefectures: Iwate Prefecture, Miyagi Prefecture and Fukushima Pre-
fecture. Obviously, it is an urgent task to provide employment opportunities to people who 
have lost unemployment benefits. On the other hand, we see signs of a recovery in the em-
ployment situation. In December 2011, the effective ratio of job offers to seekers was 0.71 
in Iwate, 0.80 in Miyagi and 0.74 in Fukushima. Although the ratio is still below 1.0, the 
employment situation improved in all three prefectures. The number of effective job offers 
increased 7.7% in Iwate, 1.9% in Miyagi and 6.7% in Fukushima compared with the previ-
ous month.2 

It is conceivable that many jobs are expected to be created as a result of the imple-
mentation of reconstruction projects. Therefore, although a labor supply-demand mismatch 
may arise in the short term, the overall number of new jobs created is certain to increase. 
However, there is the question of whether the labor market in the three disaster-stricken 
prefectures will be restored to the pre-earthquake condition in the long term or if it will un-
dergo structural changes. In some cases, the industrial structure of an area hit by a major 
exogenous shock such as a natural disaster undergoes significant change. In such cases, 
there will naturally be changes in the types of available jobs, employment arrangements, 
and working styles in the relevant labor market. Until now, attention has tended to be put on 
the short-term impact of natural disasters, including earthquakes, on the labor market. 
However, it is also important to consider possible long-term structural changes. Otherwise, 
it would be impossible to draw up a long-term vision of post-disaster reconstruction. This 
paper examines the impact of the 1995 Great Hanshin-Awaji Earthquake, which inflicted 
devastating damage as the Great East Japan Earthquake has done, on the labor market of the 
disaster-affected areas from short-, medium- and long-term perspectives. 

There are two reasons why our research takes up the Great Hanshin-Awaji Earth-
quake as its subject. First, it is possible to examine the long-term impact of that earthquake. 
The Great Hanshin-Awaji Earthquake occurred on January 17, 1995, inflicting devastating 
damage in the Hanshin-Awaji region. We believe that the 17 years since the occurrence of 
the earthquake is a sufficient length of period for us to examine the long-term impact. The 
second reason is that like the Great East Japan Earthquake, the Great Hanshin-Awaji Earth-
quake was a natural disaster that destroyed physical and human capital on a huge scale in 
the disaster areas. Examination of the impact of the Great Hanshin-Awaji Earthquake on the 
affected areas’ labor markets will provide an ideal comparison whereby to forecast structur-
al changes that may occur in the future in the labor market of the three disaster-stricken 

                                                           
2 Refer to the following websites. Iwate Labour Bureau: http://iwate-roudoukyoku.jsite.mhlw.go.jp/ 

var/rev0/0032/4629/201232104215.pdf. Miyagi Labour Bureau: http://miyagi-roudoukyoku.jsite. 
mhlw.go.jp/library/miyagi-roudoukyoku/syokugyousyoukai/ippansyokugyousyoukaijyoukyouH24.1.p
df. Fukushima Labour Bureau: http://fukushima-roudoukyoku.jsite.mhlw.go.jp/var/rev0/0032/4821/ 
2012 32102544.pdf. 
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prefectures. Of course, there are significant differences between the Great East Japan 
Earthquake and the Great Hanshin-Awaji Earthquake in various aspects. First of all, they are 
earthquakes of different types and scales. In addition, in the case of the Great East Japan 
Earthquake, the impact was complicated by the subsequent tsunami and nuclear power sta-
tion accident, which would make a straightforward comparison with the impact of the Great 
Hanshin-Awaji Earthquake infeasible. Moreover, the disaster areas of these two earthquakes 
have different industrial characteristics. Whereas the Great Hanshin-Awaji Earthquake in-
flicted considerable damage to a region where manufacturing and service industries were 
concentrated, the Great East Japan Earthquake devastated a region where fisheries and ag-
ricultural industries were prosperous. As explained above, a straightforward comparison 
between the impacts of these two earthquakes would not be feasible given their differences 
in the extent of damage as well as the local characteristics and industrial structures of the 
disaster areas. However, it is important to examine how the Great Hanshin-Awaji Earth-
quake changed the labor market structure of the affected areas in the long term, and we ex-
pect that the results of the examination will make significant contributions to future studies 
on how to develop the labor market of the three disaster-stricken prefectures. 

This paper uses monthly data of the employment placement services statistics com-
piled by the Hyogo Labour Bureau. As for the analysis method, we use the ARMA (auto-
regressive-moving-average) model, which is widely used for time series analysis. As Ewing, 
Kruse and Thompson (2009) did when they estimated the short- and long-term impacts of 
another type of natural disaster, a tornado, on the labor market of the disaster areas, we es-
timate the disaster impact by adding to the ARMA model variables that measure the effects 
of a shock in the form of a natural disaster. 

The summary of the results obtained is as follows. Regarding part-time workers, 
while the number of new vacancies rose in the short term, the number of new job seekers 
declined and the number of job placements dropped steeply. As a result of the analysis of 
the number of new job seekers, it was observed that in many parts of the disaster-stricken 
region, the number of job placements dropped steeply in the short term, followed by a sub-
stantial rebound in the medium term and by a fallback in the long term. This trend was par-
ticularly notable in the eastern parts of the disaster-stricken region, including Kobe, Nada, 
Amagasaki, Nishinomiya and Itami. It is presumed that the decline in the number of 
part-time job placements after the earthquake resulted from a labor supply shortage. 

As for full-time workers, it was empirically observed that the growth in job place-
ments dropped steeply even though growth in the numbers of new vacancies and new job 
seekers rose or remained flat in the short term compared with the pre-earthquake level. This 
was presumably due to labor supply-demand mismatch. The values of the coefficients alone 
seem to suggest that the number of job placements for full-time jobs would recover in the 
medium term, followed by a decline in the long term, as in the case of part-time jobs. How-
ever, we cannot regard that as a definite trend since it is not statistically significant. 

This paper is structured as follows. The next section describes previous studies that 
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analyzed the economic impact of natural disasters, including earthquakes, on the disaster 
areas. Section III explains the key points of the extent of the damage inflicted by the Great 
Hanshin-Awaji Earthquake and its economic impact. Section IV explains the data used for 
our analysis and the estimation method, and Section V reports on the results of the estima-
tion. The final section provides our conclusion. 

 

II. Previous Studies 
 
This section cites research papers that analyzed the economic and social impact of 

natural disasters. Cavallo and Noy (2011) published a detailed survey paper that summa-
rized previous studies in this field. This section cites some of the research papers which 
were taken up by Cavallo and Noy (2011) and which are related to the purpose of our re-
search. Studies in this field primarily aim to analyze the factors that determine the extent of 
damage caused by various natural disasters, including not only earthquakes but also ty-
phoons, tornados, tsunamis and volcanic eruptions, and to estimate their short- and 
long-term economic impacts on the disaster areas. Data usually used in such studies are 
cross-country panel data. 

First, let us cite papers which examined the short-term impact of natural disasters. 
Raddatz (2007) and Noy (2009) reported on their studies based on regression of per capita 
GDP on variables that indicate the scale of natural disasters. Both of them observed that 
natural disasters produce a negative economic impact on the disaster areas in the short term. 
Noy (2009) estimated the impact by adding to his analysis interaction terms with the natural 
disaster variables. As a result, Noy observed that the higher a country’s living standards are 
and the more open and mature it is, the smaller the short-term negative impact of a natural 
disaster, as well as longer-term spill-over effects, is. To put it another way, the less econom-
ically developed a country is, the more serious the impact of a natural disaster is and the 
longer it takes to complete restoration and reconstruction work.3 

However, the findings may vary depending on the estimation method and variables 
selected. As a result of an estimation using the GMM method, Loayza et al. (2009) observed 
that a natural disaster of a modest scale might produce a positive economic impact on the 
disaster area. Meanwhile, Loayza et al. (2009) reported that a large-scale natural disaster 
produces a negative economic impact in the short term,a finding consistent with the study 
by Raddatz (2007) and Noy (2009). Loayza et al. (2009) conjectured that a modest-scale 
natural disaster produces a positive economic impact because the benefits of special demand 
created by restoration and reconstruction work surpass the losses caused by the disaster 
damage. 

                                                           
3 Cavallo, Powell, and Becerra (2010) estimated the amount of losses caused by the earthquake 

that occurred in Haiti on January 12, 2010. They estimated the amount at US$ 810 million at mini-
mum. 
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Next, we cite studies that analyzed the long-term impact of natural disasters. As may 
be expected, some studies reported that a natural disaster produced a negative economic 
impact in the long term (Noy and Nualsri 2011). Meanwhile, Skidmore and Toya (2002), 
who estimated the long-term impact using country-specific cross-section data covering 
1960-1990, reported that a natural disaster produced a positive economic impact in the long 
term, contrary to the finding of Noy and Nualsri (2011). Skidmore and Toya (2002) pointed 
to the effect of “creative destruction” as the reason for the positive impact. The idea is that a 
natural disaster destroys old, inefficient industries at once and spurs the birth of new indus-
tries, resulting in long-term economic growth. Cuaresma, Hlouskova, and Obersteiner 
(2008) examined the theory of natural disaster-induced creative destruction. Their study 
showed that economic growth due to creative destruction induced by natural disasters was 
observed in developed countries but not in developing countries. That is presumably be-
cause it is difficult to introduce and spread new technologies in developing countries. Their 
observation of the differences between developed and developing countries in the 
short-term economic impact and longer-term spillover effects of natural disasters is con-
sistent with the findings of Noy (2009). 

Cavallo et al. (2010) used a new method in estimating the long-term impact of natural 
disasters. Using the comparative event study, they showed the counterfactual economic 
growth curve that would have been followed in the absence of a natural disaster. They 
quantified the natural disaster impact on economic growth in terms of the difference be-
tween the actual economic growth path and the estimated counterfactual growth path. They 
reported that the long-term impact of natural disasters on economic growth is not very large. 

A study by Ewing, Kruse, and Thompson (2009) is useful as a reference for our ex-
amination of the impact of a one-time shock caused by the Great Hanshin-Awaji Earthquake 
based on time-sequential data. They examined the short- and long-term impact of one-time 
shocks caused by tornados based on time-sequential data. They found that the labor market 
improved in the long term in the whole of the disaster areas and in most individual indus-
tries. As for our analysis method, which derives from Ewing, Kruse, and Thompson (2009), 
we will provide detailed explanations later. 

 

III. Great Hanshin-Awaji Earthquake 
 
This section provides an overview of the scale of the Great Hanshin-Awaji Earth-

quake, the extent of damage inflicted by it and post-earthquake reconstruction measures. At 
5:46 a.m. on January 17, 1995, the magnitude 7.3 earthquake occurred with the area in the 
northern part of Awaji Island as its epicenter. The whole of the fault line that extends from 
Awaji Island to Mt. Rokko was displaced, causing particularly strong tremors in the areas 
located along the line. The most severely damaged region comprises the following 10 cities 
and 10 towns in Hyogo Prefecture: Sumoto City, Tsuna Town, Awaji Town, Hokudan Town, 
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Ichinomiya Town, Goshiki Town, Higashiura Town, Midori Town, Seidan Town, Mihara 
Town and Nandan Town in Awaji Island; Kobe City (damage was particularly severe in 
Suma, Hyogo, Nagata, Nada and Higashi-Nada Wards); Amagasaki City; Itami City; Ni-
shinomiya City; Ashiya City; Takarazuka City; Kawanishi City; Akashi City; and Miki City. 
Outside of Hyogo Prefecture, a seismic intensity of 4 on the Japanese scale was recorded in 
Toyonaka City, Osaka Prefecture. According to the status of damage as finalized by the Fire 
and Disaster Management Agency (FDMA) on May 19, 2006, 6,434 people were killed and 
three persons remained missing, while 104,906 houses (accommodating 186,175 house-
holds) were totally destroyed, 144,274 houses (accommodating 274,182 households) were 
partially destroyed and 269 fires occurred.4 

Moreover, much of the infrastructure was destroyed. According to the FDMA’s report, 
1,579 public buildings, 7,245 sections of road and 330 bridges were damaged. Broadcast 
footage of a toppled section of the Hanshin Expressway’s Kobe line shocked viewers. The 
Kobe lines of the railways operated by West Japan Railways and private railway companies 
(Hanshin, Hankyu and Sanyo), as well as the facilities of municipal subway and bus opera-
tors, were also considerably damaged, bringing traffic in the region to a standstill. The life-
line infrastructure also sustained significant damage. According to a report issued by the 
Hyogo Prefectural government in December 2011, approximately 2.6 million households 
were cut off from electricity supply, approximately 845,000 households from gas supply 
and approximately 1.27 million houses from running water. Approximately 478,000 tele-
phone lines, including exchange and subscriber lines, went out of service. These lifeline 
services were mostly restored by April 1995 at the latest.5 On the man-made Port Island, 
many condominium buildings were damaged due to soil liquefaction. The port operations at 
Kobe Port were considerably disrupted. According to the table of changes in the value of 
annual trade going through Kobe Port compiled by Kobe Customs, trade via Kobe Port ac-
counted for around 10% of Japan’s overall trade, including both imports and exports, in the 
pre-earthquake period. Immediately after the earthquake, Kobe Port’s share declined to 
5.9%, and it has never recovered to the pre-earthquake level since then. In 2010, the share 
was 5.9%.6 Kobe’s status as a trading hub city has remained damaged since the earthquake. 
This is evidence that the Great Hanshin-Awaji Earthquake significantly affected the indus-
trial structure of the disaster areas. As a result of a decline in the volume of trade handled at 
Kobe Port, the number of workers engaging in trade and port-related jobs declined, with 
other industries absorbing workers made redundant. 

                                                           
4 Refer to the website of the Hyogo prefectural government: http://web.pref.hyogo.jp/pa20/pa20_ 

000000015.html. 
5 “On the status of Restoration and Reconstruction after the Great Hanshin-Awaji Earthquake” by 

the Hyogo prefectural government, December 2011. http://web.pref.hyogo.jp/wd33/documents/fukkyu- 
fukko2012-12.pdf. 

6 Refer to the table of changes in the value of annual trade going through Kobe Port at the follow-
ing website of Kobe Customs: http://web.pref.hyogo.jp/wd33/documents/fukkyu-fukko2012-12.pdf. 



Japan Labor Review, vol. 9, no. 4, Autumn 2012 

48 

Next, we explain the economic losses caused by the Great Hanshin-Awaji Earthquake. 
According to an estimate by the Hyogo prefectural government (April 5, 2005), the total 
amount of losses came to ¥9,926.8 billion, of which losses from building destruction ac-
counted for the largest portion, ¥5,800 billion. It should be noted that the losses as estimated 
by the Hyogo prefectural government cover only direct losses. Uenoyama and Arai (2007) 
explained the calculation method of the losses in detail. Toyoda and Kochi (1997) calculat-
ed the amount of economic losses, including both direct and indirect losses, caused by the 
earthquake. The indirect losses as defined by them are financial losses arising from the loss 
of commercial opportunities suffered by persons and companies as a result of the damage 
they sustained themselves or by their business partners. Toyoda and Kochi also estimated 
the amount of losses broken down by industry. According to their estimate, losses amounted 
to ¥2.9 trillion in the “wholesale/retail industries,” ¥2 trillion in the “services/other indus-
tries” and ¥1.2 trillion in the “manufacturing industry.” These figures reflect the high con-
centration of manufacturing and services industries in the Hanshin-Awaji region.  

On November 30, 1998, the investigative committee on the Great Hanshin-Awaji 
Earthquake reported on its estimate of the indirect losses. This report paid attention to op-
portunity losses caused to industries by disruptions of freight transport due to the damage 
done to roads and port facilities. The committee estimated the amount of losses over the 
two-year period from February 1995, the month following the earthquake, to January 1997 
at ¥1,828.8 billion. Broken down by industry, estimated losses amounted to ¥1,375 billion 
in the “manufacturing industry,” ¥319 billion in the “wholesale industry,” ¥84.2 billion in 
the “retail industry” and ¥51 billion in the “port-related industries.” The committee also 
estimated the amount of losses based on the results of a survey conducted on companies in 
March 1995. The estimated losses totaled ¥50.2 billion. Uenoyama and Arai (2007) com-
piled a detailed summary of the results of various estimates of the economic losses caused 
by the Great Hanshin-Awaji Earthquake. 

Next, we provide a brief overview of the reconstruction measures taken after the 
Great Hanshin-Awaji Earthquake and the effects thereof. In July 1995, the Great 
Hanshin-Awaji Earthquake Reconstruction Plan (Hyogo Phoenix Plan) was formulated with 
a view to not merely restoring the disaster areas to the pre-earthquake condition but creating 
a new, mature society. The plan set the goal of rebuilding the most severely damaged 10 
cities and 10 towns by 2005 to make them highly disaster-resilient, create a cosmopolitan 
culture and strengthen welfare services. In fields that require quick reconstruction, such as 
infrastructure, housing and industry, emergency three-year reconstruction plans were for-
mulated in August and November 1995. The goals under these emergency reconstruction 
plans were achieved on the whole by 1998, the final year of the plans. Thereafter, various 
reconstruction plans were drawn up and carried out, resulting in steady progress in 
post-earthquake restoration and reconstruction. Under the Three-Year Policy for Utilizing 
Results of Reconstruction Work for Prefectural Administration, which was formulated in 
February 2007, the emphasis started to shift from reconstruction in the disaster areas to 
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passing the experiences and lessons of the Great Hanshin-Awaji Earthquake on to future 
generations. 

Have the various reconstruction measures been effective in achieving post-earthquake 
reconstruction in the Hanshin-Awaji region? The damage done by the earthquake forced a 
large number of people to live away from their homes. Some people were temporarily 
evacuated and others left the region for good. According to “On the Status of Restoration 
and Reconstruction after the Great Hanshin-Awaji Earthquake” a report compiled by the 
Hyogo prefectural government, the population in Hyogo Prefecture was estimated at ap-
proximately 3.59 million as of January 1, 1995. The national census showed that the popu-
lation in Kobe was down steeply to approximately 3.44 million as of October 1 of the same 
year. However, the population gradually rebounded later due to an increase in immigration 
from other parts of the country to stand at approximately 3.58 million, almost reaching the 
pre-earthquake level. Since then, the population has continued to grow, standing at 3.67 
million as of October 1, 2010. The introduction of a housing rent subsidy scheme for young 
married couples has presumably led to the increase in immigration into the former disaster 
areas. 

According to the Hyogo prefectural government’s “On the Status of Restoration and 
Reconstruction after the Great Hanshin-Awaji Earthquake,” real gross product in the disas-
ter areas was higher in the three-year period from 1995, the year of the earthquake, to 1997 
than in the pre-earthquake period because of special demand related to reconstruction work. 
However, real gross product later declined and remained below the pre-earthquake level as 
reconstruction-related demand disappeared and the entire Japanese economy weakened. 
Since 2004, gross product in the disaster areas rebounded in line with the recovery of Ja-
pan’s gross domestic product due to improved economic conditions. 

The post-earthquake industrial recovery policy comprised three pillars. The first pillar 
was support for earthquake-damaged small and medium-size enterprises (SMEs). The se-
cond pillar was the development of new industries and growth industries. The third pillar 
was the establishment of a special economic zone. This policy indicated eagerness to de-
velop new industries by inviting various venture companies, instead of relying on existing 
companies alone. According to the Establishment and Enterprises Census (Ministry of In-
ternal Affairs and Communications), the average business start-up ratio in the disaster areas 
in 1996 through 2006 was 5.5%, significantly higher than the national average of 4.3%. 

The effective ratio of job offers to seekers in the disaster areas moved in line with the 
gross product there. In other words, the effective ratio of job offers to seekers rose immedi-
ately after the earthquake due to reconstruction-related demand. However, the ratio re-
mained below 1.0, meaning a continued shortage of job vacancies in the affected areas. Af-
ter reconstruction-related demand disappeared, the effective ratio of job offers to seekers 
declined in line with the weakness of the entire Japanese economy. It later rebounded in 
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tandem with the recovery of the entire Japanese economy.7 
Ohata (2011) also analyzed the impact of the Great East Japan Earthquake on em-

ployment in light of the impact of the Great Hanshin-Awaji Earthquake. Ohata’s study 
showed that between 1992 and 1997, the number of regular workers declined in Kobe City, 
while the number of part-time and arubaito workers increased.8 However, the number of 
regular workers in Kobe City had already been declining since the collapse of the economic 
bubble in the early 1990s, and the downtrend continued until 2002 (Ohata 2001, Figure 19). 
Ohata’s findings do not necessarily mean that the Great Hanshin-Awaji Earthquake caused 
the decline in the number of regular employees. The number of non-regular workers has 
been increasing since 1982, regardless of the impact of the earthquake. A similar trend is 
observed in nationwide data on the number of non-regular workers. The increase in the 
number of part-time and arubaito workers is notable among younger men (15 to 39 years 
old). 

Horwich (2000) gave high marks to the reconstruction after the Great Hanshin-Awaji 
Earthquake and also commented on disaster prevention/mitigation measures that should be 
taken by administrative organizations and private-sector companies based on the lessons of 
the earthquake. Horwich (2000) praised the faster-than-expected pace of the reconstruction 
and attributed it to the relatively small amount of capital resource losses compared with 
physical resource losses. While expressing his appreciation of administrative organizations’ 
quick moves to restore the lifeline infrastructure and provide relief goods, he also cited 
points to be improved. One of the points was the failure of coordination with relevant peo-
ple and organizations, as represented by a lack of cooperation with volunteers and the mis-
match between disaster victims’ needs and the supply of relief goods. It is necessary to en-
hance the mediation function of administrative organizations and develop a system that en-
ables efficient provision of relief goods and allocation of volunteers. Moreover, Horwich 
observed that it is essential for the private sector to cooperate in enhancing the disaster pre-
vention/mitigation functions, rather than leaving that task entirely to administrative organi-
zations. 

 

IV. Data and Model Specification 
 
This section explains the data and estimation method used in our research. As our re-

search examines how the Great Hanshin-Awaji Earthquake affected the labor market struc-
ture in the disaster areas in the long term, we use the job placement services statistics con-
cerning the areas over a long period of time. With cooperation from the Hyogo Labour Bu-
                                                           

7 A graph indicating changes in the effective ratio of job offers to seekers is included in “On the 
Status of Restoration and Reconstruction after the Great Hanshin-Awaji Earthquake” by the Hyogo 
prefectural government. http://web.pref.hyogo.jp/wd33/documents/fukkyu-fukko2012-12.pdf. 

8 Refer to Figure 18, Ohata (2011). This figure is based on the Employment Status Survey com-
piled by the Ministry of Internal Affairs and Communications. 
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reau, we collected monthly data that covers the period from April 1993 to March 2009. 
Among variables related to the job placement services statistics, we paid particular 

attention to the numbers of new job seekers, new vacancies and job placements. All of these 
numbers are presumed to have declined immediately after the earthquake as the labor mar-
ket was severely damaged. In contrast, it may be presumed that the number of vacancies in 
the construction sector increased rapidly during the post-earthquake reconstruction period. 
However, if job seekers were not willing to work in the construction sector, a labor sup-
ply-demand mismatch would arise, limiting the rise in the number of job placements. If 
reconstruction-related demand disappears and the initial negative impact of the earthquake 
produce spillover effects, the numbers of new job seekers, vacancies and job placements 
would remain lower than the pre-earthquake level. Or, as observed by Cavallo, Galiani, Noy 
and Pantano (2010), the impact of the earthquake may not be significant in the long term. 

Moreover, our analysis looks at full-time workers and part-time workers separately. In 
the job placement services statistics, full-time work is defined as including both permanent 
and extraordinary/seasonal work. The part-time worker refers to a worker whose weekly 
working hours are shorter than the weekly working hours of regular workers employed by 
the same employer. Of part-time workers, those who work under a non-fixed-term contract 
or under a contract of four months or longer are defined as “permanent part-time workers” 
and those who work under a fixed-term contract, under a contract of one to three months or 
under a seasonal fixed-term contract are defined as “temporary part-time workers.”9 

Analysis that looks at full-time workers and part-time workers separately enables us 
to indirectly examine how the Great Hanshin-Awaji Earthquake affected the industrial 
structure of the disaster areas in the long term. Roughly speaking, more full-time workers 
work in the manufacturing and trade/port-related industries than part-time workers, while 
the opposite is true in the retail and service industries. By comparing changes in the number 
of new vacancies broken down by full-time and part-time workers in the post-earthquake 
period, we can indirectly grasp the changes undergone by the industrial structure in the dis-
aster areas. If the number of new vacancies for part-time workers increased more than the 
number of vacancies for full-time workers, that would mean that the center of gravity of the 
industrial structure shifted from the manufacturing and trade/port-related industries, which 
constituted the industrial core of the Hanshin-Awaji region before the earthquake, to the 
retail and service industries after the disaster. As in the case of the findings of Ohata (2011), 
given that the ratio of part-time workers has been rising on a nationwide basis since the 
1990s, we must naturally keep in mind that the rise in the number of job vacancies for 
part-time workers cannot be attributed to the impact of the earthquake alone. 

In 1995, when the Great Hanshin-Awaji Earthquake occurred, the Hyogo Labour Bu-
reau was providing job mediation service at 18 “Hello Work” offices (Public Employment  
                                                           

9 Refer to “Employment Placement Services Statistics” (Ministry of Health, Labour and Welfare) 
in the “Glossary” (in Japanese). http://www.mhlw.go.jp/toukei/itiran/roudou/koyou/ippan/detail/01. 
html. 
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Figure 1. The Most Severely Damaged 10 Cities and 10 Towns  

and the Locations of Hello Work Offices 
 

Security Offices). In 1995, Hello Work offices in Hyogo Prefecture were located in Kobe 
(there were three offices in Kobe―the Kobe office, the Seishin office and the Kobe Ladies 
office), Nada, Amagasaki, Nishinomiya, Himeji (two offices―the Himeji office and the 
Himeji-Minami office), Kakogawa, Itami, Akashi, Toyooka, Nishiwaki, Sumoto (Awaji Is-
land), Kashiwabara, Tatsuno, Aioi and Yoka). By March 2009, three offices―Himeji- 
Minami, Aioi and Yoka―were closed, with their operations absorbed by other offices. The 
Kobe Ladies office, located in Kobe’s Sannomiya area, was transformed into a facility that 
supported mothers seeking jobs (Mothers Hello Work Sannomiya). In addition, a new office 
focusing on support for young job seekers (Young Work Plaza Sannomiya) was opened in 
the Sannomiya area. As our study concentrates on the labor market in the disaster areas, it 
covers only the Hello Work offices there. The eight offices covered are Kobe, Nada, Ama-
gasaki, Nishinomiya, Itami, Akashi, Sumoto (Awaji Island) and Seishin. As data concerning 
Kobe Ladies (Mothers Hello Work Sannomiya) and Young Work Plaza Sannomiya were not 
available, we excluded these two offices from our analysis. Data concerning new graduates 
were also excluded from our analysis. The eight Hello Work offices covered by the analysis 
are scattered across the disaster areas as shown in Figure 1. The gray-shaded areas represent 
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the most severely damaged 10 cities and 10 towns. It should be noted that the Akashi, 
Sumoto and Seishin offices are located in the western part of the disaster-ravaged region. 

The numbers of new job seekers, vacancies and placements are monthly data and may 
be affected by seasonal factors, so we use year-on-year growth figures for our analysis, as 
Ewing, Kruse, and Thompson (2009) did. As we calculated year-on-year growth rates based 
on monthly data for the period between April 1993 and March 2009, the number of obser-
vations is 180 in each case. Times series data were obtained from the Hello Work offices in 
Kobe, Nada, Amagasaki, Nishinomiya, Itami, Akashi, Sumoto and Seishin. Basic statistics 
regarding growth rates for part-time and full-time workers who obtained jobs through these 
eight Hello Work offices are as shown in Table 1. 

This paper measures the impact of the Great Hanshin-Awaji Earthquake, which oc-
curred in January 1995, by estimating the ARMA model using time series data such as the 
growth rates of the numbers of new job seekers, vacancies and placements. This method is 
based on the study by Ewing, Kruse, and Thompson (2009). Ewing, Kruse, and Thompson 
(2009) conducted analysis while taking account of the possibility of a natural disaster pro-
ducing a negative impact in the short term, to be followed by a positive impact in the long 
term. In our study, we examine each of the short-, medium-, and long-term impacts because 
the data used covers a fairly long period of time, from April 1993 and March 2009. The 
impact variables are defined as below. 
 

π 1,
0, 

January 1995 t December 1995
Other

   (1) 

π 1,
0, 

Janyuary 1996 t December 1999
Other

   (2) 

π 1,
0, 

t Janyuary 2000
t Janyuary 2000     (3) 

 
π  represents a dummy variable used to measure the short-term impact during the 

one-year period from the occurrence of the earthquake, while π  represents a dummy var-
iable used to measure the medium term impact between the second and fifth years from the 
earthquake. π  represents a dummy variable use to measure the long-term impact in the 
period since the sixth year from the earthquake. The ARMA model incorporating these im-
pact variables is as shown below. 
 

φ L g θ L ε c ψI λ π λ π λ π   (4) 

 
g  represents the growth rates of the numbers of new job seekers, vacancies and 

placements. I  represents the growth rate of the industrial production index (production)  
 



Japan Labor Review, vol. 9, no. 4, Autumn 2012 

54 

 
 
 

Table 1．Basic Statistics (Year-on-Year Changes) 
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Table 1 (Continued) 

 
 
for the Kinki region,10 which is used to control economic cyclical fluctuations, and ψ repre-
sents its coefficient. λ , λ  and λ  represent the coefficients of dummy variables π  (short 
term), π  medium term  and  π  (long term), respectively. ε  represents an error term. φ L  
and θ L , which represent polynominals of the lag operator L, include the coefficients of the 
degree p of the AR term and the degree q of the MA term. We estimate this model using time 
series data such as the numbers of new job seekers, vacancies and placements regarding 
full-time and part-time workers who obtained jobs in Hello Work offices in Kobe, Nada, Ama-
gasaki, Nishinomiya, Itami, Akashi, Sumoto and Seishin. When selecting the degree p of the AR 
term and degree q of the MA term, we made the selection based on BIC (Bayesian information 
criterion) after checking auto correlation and partial auto correlation regarding each series. 

 

V. Estimation Result 
 
This section presents the results of the estimation of equation (4) in the previous sec-

tion using the numbers of new job seekers, vacancies and placements regarding full-time 
and part-time workers. 

First, let us look at the number of job placements for part-time workers in Table 2. 

                                                           
10 Raw numbers were obtained from the Kinki Bureau of Economy, Trade and Industry. Regarding 

the period before December 2002, connected index data were used. 
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The coefficient of the short-term dummy variable concerning Kobe was -0.7402 and was 
significant at the 1% level. This means that during the one-year period from the occurrence 
of the earthquake, the year-on-year growth rate of job placements dropped by 74.02 per-
centage points compared with the previous year. The coefficient of the medium-term dum-
my variable was -0.2025 and was not significant, while the coefficient of the long-term 
dummy variable was -0.3461 and was significant at the 5% level. This means that the 
growth rate declined by around 20.25 percentage points or recovered close to the 
pre-earthquake level during the second to fifth years from the earthquake compared with the 
pre-earthquake level, before falling back by as much as 34.61 percentage points in the long 
term. However, the long-term fall was not as steep as the decline that immediately followed 
the earthquake. When interpreting these results, we must keep in mind that the 
pre-earthquake data cover a fairly short period of time, from April 1994 to December of the 
same year. The constant term 0.4243 indicates a very high growth rate of the number of job 
placements during that period. Therefore, although the growth turned negative in the short 
term, it remained positive in the long term, despite dropping by 34.61 percentage points 
from 42.43%. 

Not only in Kobe but also in Nada, Amagasaki, Nishinomiya and Itami, the growth 
rate declined steeply in the short term, followed by a substantial recovery in the medium 
term and a fallback in the long term. These five cities are located in the eastern part of the 
region comprised of the 10 cities and 10 towns mostly severely damaged (Figure 1). The 
coefficient of the short-term dummy variable concerning Seishin was negative, while a sta-
tistically significant decline was not observed in the short term in either of Akashi, Sumoto 
or Seishin. The coefficient of the long-term dummy variable concerning Seishin was signif-
icantly negative at a 10% level of significance. This suggests that the employment situation 
differed from area to area within the region according to the damage status and the industri-
al structure. 

The coefficient of changes in the industrial production index, which indicates the 
economic condition across a broad area, was positive with regard to some areas and nega-
tive with regard to others. That is presumably because of area-to-area differences in labor 
supply and demand, both of which are reflected in the number of job placements. 

The estimation results concerning the number of new vacancies for part-time workers 
are as shown in Table 3. The coefficient of changes in the industrial production index was 
positive with regard to all areas. The coefficient of the short-term dummy variable was pos-
itive with regard to all areas except for Itami. The coefficient was statistically significant 
with regard to Kobe (0.2555), Nada (0.6401), Nishinomiya (0.4324), Akashi (0.4207) and 
Sumoto (0.5905). The very high values of the coefficients regarding these areas indicate that 
the number of new vacancies for part-time workers increased steeply in the short term. We 
did not observe any notable trend regarding the medium- and long-term impact. Thus, while 
demand for part-time workers grew in the short term, that did not lead to an increase in the 
number of job placements. 
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Table 2. Estimation Results Concerning the Number of Job Placements for Part-Time Workers 
 
 
 
 
 
 
 
 
 
 
Note: The figures in parentheses indicate the values of standard errors. *** Significant at 1%. ** Significant at 5%. * Signifi-

cant at 10%. 
 

Table 3. Estimation Results Concerning the Number of New Job Vacancies for Part-Time Workers 
 
 
 
 
 
 
 
 
 
 
 
 
Note: The figures in parentheses indicate the values of standard errors. *** Significant at 1%. ** Significant at 5%. * Signifi-

cant at 10%. 
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Table 4 shows the estimation results concerning the number of new job seekers 
among part-time workers. The coefficient of changes in the industrial production index was 
positive with regard to some areas and negative with regard to others. The coefficient of the 
short-term dummy variable was negative with regard to all areas. The absolute values of the 
coefficients regarding Kobe (-0.4689), Nada (-0.2266), Amagasaki (-0.3449), Nishinomiya 
(-0.5031) and Itami (-0.2681) were high, indicating a steep drop in the supply of part-time 
workers in these areas. However, the absolute values of the coefficients regarding Akashi 
(-0.0800), Sumoto (-0.0330) and Seishin (-0.1614) were relatively low, indicating a modest 
decline in the supply in these areas. Presumably, that is why the number of job placements 
declined steeply in Kobe, Nada, Amagasaki, Nishinomiya and Itami but did not drop in 
Akashi, Sumoto and Seishin. In many areas, the number of new job seekers declined steeply 
in the short term, followed by a substantial recovery in the medium term and a fallback in 
the long term, as the number of job placements did. 

Table 5 shows the estimation results concerning the number of job placements for 
full-time workers. The coefficient of changes in the industrial production index was positive 
with regard to all areas. The coefficient of the short-term dummy variable was negative with 
regard to all areas. The coefficient was statistically significant with regard to Kobe 
(-0.5444), Amagasaki (-0.3904), Nishinomiya (-0.5420), Itami (-0.3138) and Seishin 
(-0.4485), indicating that the number of job placements dropped sharply in the short term in 
these areas. While the coefficient regarding Nada was not statistically significant, its value, 
at -0.5166, was high. The number of job placements is presumed not to have declined much 
in Akashi and Sumoto as in the case of the estimation regarding part-time workers. Regard-
ing areas other than Seishin, the coefficients of the medium- and long-term dummy varia-
bles were not significant. Therefore, it is presumed that although the number of job place-
ments for full-time workers dropped in the short term, it recovered to the pre-earthquake 
level in the medium and long term. If we look at the values of the coefficients with no re-
gard for their statistical significance, we can observe a pattern similar to the one in the case 
of part-time workers―a steep drop in the short-term followed by a substantial recovery in 
the medium term and a fallback in the long term. Regarding Seishin, the coefficients of the 
short-, medium- and long-term dummy variables were -0.4485, -0.3679 and -0.4435, re-
spectively, indicating that the number of job placements dropped very steeply in the medi-
um and long terms compared with the pre-earthquake level. However, the possibility cannot 
be denied that the reason for that was because the pre-earthquake growth rate, as indicated 
by the constant term 0.5253, was too high. 

Table 6 shows the estimation results concerning the number of new vacancies for 
full-time workers. The coefficient of changes in the industrial production index was positive 
with regard to all areas except for Sumoto. The coefficient of the short-term dummy varia-
ble was positive with regard to all areas except for Itami. The coefficient was statistically 
significant with regard to Nada (0.3235), Amagasaki (0.3735), Akashi (0.6915) and Seishin 
(1.1495). The value of the coefficient in each of these areas was very high, indicating that  
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Table 4. Estimation Results Concerning the Number of New Job Seekers among Part-Time Workers 
 
 
 
 
 
 
 
 
 
 

Note: The figures in parentheses indicate the values of standard errors. *** Significant at 1%. ** Significant at 5%. * Signifi-
cant at 10%. 

 
Table 5. Estimation Results Concerning the Number of Job Placements for Full-Time Workers 

 
 
 
 
 
 
 
 
 
 

Note: The figures in parentheses indicate the values of standard errors. *** Significant at 1%. ** Significant at 5%. * Signifi-
cant at 10%. 
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Table 6. Estimation Results Concerning the Number of New Vacancies for Full-Time Workers 
 
 
 
 
 
 
 
 
 
 
 
 
Note: The figures in parentheses indicate the values of standard errors. *** Significant at 1%. ** Significant at 5%. * Signifi-

cant at 10%. 
 

Table 7. Estimation Results Concerning the Number of Job Seekers among Full-Time Workers 
 
 
 
 
 
 
 
 
 
 
 
 
Note: The figures in parentheses indicate the values of standard errors. *** Significant at 1%. ** Significant at 5%. * Signifi-

cant at 10%. 
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the number of new vacancies for full-time workers rose steeply in the short term in these 
areas. We did not observe any notable trend regarding the medium- and long-term impact. 
As in the case of part-time workers, although demand for full-time workers grew in the 
short term, that did not lead to an increase in the number of job placements. Comparison 
between the estimation results concerning the numbers of new vacancies for part-time and 
full-time workers does not suggest that the industrial structure of the disaster areas changed 
after the earthquake. Of course, it will be necessary in the future to monitor changes in the 
number of vacancies on an industry-by-industry basis, as Ewing, Kruse, and Thompson 
(2009) did. 

Finally, Table 7 shows the estimation results concerning the number of new job seek-
ers among full-time workers. The coefficient of changes in the industrial production index 
was positive with regard to all areas except for Sumoto. Unlike in the case of part-time 
workers, the coefficient was not significantly negative with regard to any area. Rather, the 
coefficient was significantly positive and the value was large with regard to Akashi (0.3778), 
Sumoto (0.2398) and Seishin (0.4899). That this is not because changes before the earth-
quake were very small is clear from the values of the constant terms, -0.0683 for Akashi, 
0.0295 for Sumoto and-0.0268 for Seishin. These values are not statistically significant. 
Thus, even though the number of new job seekers remained flat or rose compared with the 
pre-earthquake level and the number of new vacancies also increased in the short term, the 
number of job placements declined steeply. That is probably because there was a sup-
ply-demand mismatch. As the coefficients of the medium- and long-term dummies were not 
statistically significant with regard to any area, it is presumed that job hunting activity re-
turned to the pre-earthquake condition in the medium and long terms. 

 

VI. Conclusion 
 

Although over one year has passed since the Great East Japan Earthquake, restoration 
and reconstruction work is still far from completion. It is an urgent task to stabilize local 
residents’ lives and rebuild infrastructure. It is necessary to draw up a long-term vision of 
how to rebuild and transform the disaster-affected areas in the future while tackling chal-
lenges that require immediate response. We believe that future reconstruction work in East 
Japan will be carried out efficiently if we draw up a long-term vision of reconstruction in 
light of the changes that the labor market and industrial structure of the Hanshin-Awaji re-
gion have undergone over the 17-year period since the Great Hanshin-Awaji Earthquake. 
With such motivation, this paper examined the short- medium- and long-term impacts of the 
Great Hanshin-Awaji Earthquake on the labor market in the disaster-affected areas. 

Regarding part-time workers, while the number of new vacancies rose in the short term, 
the number of new job seekers declined and the number of job placements dropped steeply. 
As a result of the analysis of the number of new job seekers, it was observed that in many  
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parts of the disaster stricken region, the number of job placements declined steeply in the 
short term, followed by a substantial rebound in the medium term and by a fallback in the 
long term. This trend was particularly notable in the eastern parts of the disaster-stricken 
region, including Kobe, Nada, Amagasaki, Nishinomiya and Itami. It is presumed that the 
decline in the number of part-time job placements after the earthquake resulted from a labor 
supply shortage. 

As for full-time workers, it has been empirically observed that the growth in job 
placements dropped steeply even though the growth in the number of new vacancies and 
new job seekers rose or remained flat in the short term compared with the pre-earthquake 
level. This was presumably due to labor supply-demand mismatch. The values of the coeffi-
cients alone seem to suggest that the number of job placements for full-time jobs would 
recover in the medium term, followed by a decline in the long term, as in the case of 
part-time jobs. However, we cannot regard that as a definite trend since it is not statistically 
significant. 

Future tasks include examining the changes in the industrial structure based on indus-
try-specific analysis and identifying the cause of the mismatch observed with regard to 
full-time workers. 
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How Will the 3.11 Earthquake Transform the Population and Labor 
Market in Iwate, Miyagi and Fukushima?: Knowledge Gained from 
Existing Studies of Disasters 
Yanfei Zhou 
The Japan Institute for Labour Policy and Training 

 
Based on existing studies of disasters, one can see that human capital and be-
ing on the path to growth are the two keys to the recovery of the disas-
ter-afflicted areas. If human capital outflows due to the nuclear power plant 
accident are also taken into account, the damage to human capital in Fukushi-
ma Prefecture has been immense, and given that the underlying trend of the 
economy there was somewhat stagnant even before the disaster, one would 
expect that it will take longer to achieve recovery there than in the other two 
prefectures, and that it will be difficult to regain its previous population and 
scale of employment. On the other hand, the scale of the damage to human 
capital in Iwate and Miyagi Prefectures was about the same scale as that seen 
in Kobe as a result of the Great Hanshin Awaji Earthquake. It is anticipated 
that the post-disaster reconstruction of Miyagi Prefecture, which was on the 
path to growth to some extent before the disaster, will progress rather more 
smoothly than it will in Iwate Prefecture, where the pre-disaster economy was 
somewhat stagnant. In fact, if one looks solely at trends in employment, the 
economic climate and population, one can see that the path to recovery from 
the aftermath of this disaster through to the present day has followed a path 
that runs broadly in line with projections. 

  

I. Introduction 
 
The magnitude 9.0 earthquake and massive tsunami on a scale rarely seen over the 

course of history that struck East Japan on March 11, 2011 caused unprecedented devasta-
tion for the citizens of the Tohoku region, focused primarily on Iwate, Miyagi and Fuku-
shima Prefectures. It was the worst disaster to assail Japan since the end of World War II, 
with 19,317 people dead or missing and more than 350,000 homes completely or partially 
destroyed, while the number of evacuees fleeing their hometowns reached 400,000 at its 
peak (figures announced by the National Police Agency on December 20, 2011). In particu-
lar, Fukushima Prefecture, where the Fukushima Daiichi Nuclear Power Plant is located, 
suffered the triple-whammy of a major earthquake, a huge tsunami and a nuclear disaster, 
causing incalculable human and economic damage. 

Most of the disaster-afflicted areas were already suffering from severe aging of the 
population even before the disaster, with a gradual but ongoing exodus of the younger pop-
ulation, so there is concern that this major disaster will bring about a further outflow of the 
population. Above all, there is a strong possibility that the outflow of population and em-
ployment will be more acute in Fukushima Prefecture than in other disaster-afflicted areas, 
due to the impact of the nuclear power plant accident. 
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This March marked the passage of a year since the occurrence of the Great East Japan 
Earthquake. Data concerning the population and employment, including in the disas-
ter-afflicted areas, is being published, albeit only in piecemeal fashion, and we are now be-
ginning to be able to grasp—to some extent—the degree to which reconstruction has pro-
gressed. In this study, the author would like to use the latest statistical data, together with 
knowledge gained from existing studies of disasters, in order to consider with the reader the 
future direction of the population and labor markets in these three Tohoku prefectures 
(Iwate, Miyagi and Fukushima Prefectures). 

 

II. The Two Keys Determining the Pace and Degree of Reconstruction 
 

1. Human Capital Will Determine the Pace of Reconstruction More Than Physical 
Capital 

According to research carried out both within Japan and overseas concerning the his-
tory of natural disasters, although economic activity, the population, and workforce markets 
contract temporarily in the aftermath of a major disaster, there are many cases in which they 
subsequently rebound strongly and experience a renaissance. For example, the 1871 Great 
Chicago Fire burnt down more than 17,000 houses, resulting in more than 100,000 people 
losing their homes, but by 1880, not only had homes for those 100,000 people been rebuilt, 
but also the city of Chicago was able to take in a further 200,000 new citizens. In San Fran-
cisco in 1906, an earthquake caused an exodus of 200,000 people, equivalent to half the 
total population of the city, but by 1910, just four years later, the city had recovered to its 
previous population level (Vigdor 2008). 

One of the main reasons why both Chicago and San Francisco were able to recover 
from disaster so quickly is believed to be the fact that there was little human damage. Ac-
cording to official statistics, the number of people who died in the fire in Chicago and the 
earthquake in San Francisco was no more than around 300 and 500, respectively (Bales 
2005; Bronson 2006). 

Rather than physical capital, such as houses, factories, equipment and infrastructure, 
the key to economic activity is usually human capital, such as the knowledge, skills and 
know-how of living people. For example, according to estimates in Mankiw (1997), the 
degree to which physical capital factors have contributed to past economic growth in the US 
is no more than around 14%-25%, with two-thirds to three-quarters of economic growth 
resulting from human capital factors, such as technological innovation and labor inputs. In 
addition to this, physical capital recovers much faster than human capital. If the quantity of 
physical capital is limited, it is possible to restore production activities more rapidly by in-
creasing inputs of manpower or increasing the labor productivity of employees. Accordingly, 
even if a municipality suffers immense damage to its physical capital as a result of a natural 
disaster, that municipality can be expected to recover comparatively quickly if the human 
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Note: Compiled by the author from Kobe City Government (2011), Dai 87 Kai Kobeshi Tokeisho 
Heisei 22 Nendoban [87th Kobe City Statistical Yearbook: FY2010 Edition]. 

 
Figure 1. Changes in the Population of Kobe (1976–2010) 

 
damage is small. 

In fact, if one compares past examples of disaster recovery, one can see that in mu-
nicipalities where the scale of the damage to physical capital is about the same, the subse-
quent reconstruction and recovery of the population took longer in those municipalities 
where the human damage was greater. 

An example of this can be seen in Kobe, following the Great Hanshin Awaji Earth-
quake, in which the scale of damage to homes was about the same as that resulting from the 
San Francisco earthquake. In the Great Hanshin Awaji Earthquake of January 1995, which 
is still fresh in the memories of the Japanese people, more than 100,000 houses were com-
pletely or partially destroyed, resulting in more than 200,000 people losing their homes, 
while the number of people who left Kobe was approximately 100,000 at its highest (Kobe 
City 2012). Moreover, more than 4,500 people lost their lives in Kobe as a result of this 
disaster, so one can see that the number of victims was much higher than in the case of the 
San Francisco earthquake. As a result, Chicago was able to recover its previous level of 
population in the space of four years, but it took Kobe until around 2005—ten years after 
the disaster—to recover its previous population level (Figure 1). Moreover, even as of 2010, 
the population growth curve for Kobe had still not returned to the pre-disaster trend, so one 
could not say that the effects of the disaster had completely disappeared. 

Moreover, in the cases of the cities of Hiroshima and Nagasaki, which both suffered 
atomic bomb attacks, it took 15 years longer for the population to return to its original level 
in Hiroshima, where the number of victims was greater (20.8% of the total population died), 
than in Nagasaki, where there were comparatively fewer victims (8.5% of the total population 
died). According to Davis and Weinstein (2002), the impact of the atomic bombs on population  
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Source: Davis and Weinstein (2002). 

 
Figure 2. Population Growth Trends and Actual Figures for Hiroshima City and  

Nagasaki City (1925–1975) 
 

growth had attenuated more or less to zero by 1960 in Nagasaki City, while in Hiroshima 
City, the effects continued until 1975 (Figure 2). 

 

2. The Degree of Reconstruction Differs Considerably, Depending on Whether a 
Municipality Is on the Path to Growth or Has a Stagnant Economy 

Another key to recovery is whether or not the municipality affected is on the path to 
growth before the disaster occurs. Vigdor (2008) points out an important lesson: “temporary 
shocks may have little long-run impact in growing cities, but they fundamentally change the 
fate of declining cities.” 

One example of this, albeit not in relation to a natural disaster, is the V-shaped recov-
ery experienced after World War II by Japan’s urban areas, which had suffered immense 
damage as a result of the war. During World War II, 66 Japanese cities, including Tokyo and 
Osaka, were subject to fierce air raids carried out by the USA, resulting in the destruction of 
more than half of all buildings and the loss of two-thirds of production capacity. The human 
damage was also immense. More specifically, 300,000 people lost their lives, while 40% of 
the total population lost their homes.1 

Davis and Weinstein (2002) plotted a correlation diagram showing the degree of 
damage resulting from aerial attacks (number of buildings completely destroyed per capita 

                                                           
1 United States Strategic Bombing Survey. Summary Report (Pacific War). (Washington, D.C.: 

Government Printing Office 1946). http://anesi.com/ussbs01.htm. 



Japan Labor Review, vol. 9, no. 4, Autumn 2012 

68 

and number of deaths) and the postwar economic growth rate, from which they discovered 
that the greater the severity of the damage sustained by a city as a result of the air raids, the 
higher was its economic growth rate during the postwar period (1947-1960). Moreover, in 
their analysis based on rigorous statistical estimates, it emerged that the impact of the US 
military’s air raids on the scale of the population of a city was not permanent, but rather was 
a temporary shock. The effects of this temporary shock attenuated at a very rapid pace, in 
proportion to the scale of the damage, and it is reported that its impact on the scale of the 
population of cities diminished to zero over the course of 15-20 years, on average. 

As Davis and Weinstein (2002) pointed out, there is a strong possibility that the cities 
chosen as targets for aerial attacks were cities that had high potential growth rates in the 
first place. For these cities, which were on the path to growth, major air raids were no more 
than a temporary shock, and it did not take that long for them to catch up with the popula-
tion growth of other cities that did not suffer damage from aerial attacks (such as Kyoto and 
Sapporo). 

On the other hand, the city of New Orleans in the USA is an example of a municipal-
ity that experienced a major natural disaster during a period of stagnation. As a result of 
Hurricane Katrina, which occurred in August 2005, 80% of the total land area of New Or-
leans was flooded, more than 1,200 people lost their lives, and the number of people who 
were forced to evacuate their homes reached 450,000 at its highest. The economy of New 
Orleans had been stagnating since before the disaster and the city faced such problems as 
population decline, outflows of employment and wages that were lower than the national 
average (Dolfman, Wasser, and Bergman 2007). According to the US population census 
carried out in 2000, before the disaster, the only strong industrial sectors in New Orleans 
were the entertainment and tourism, and coastal transportation sectors and the employment 
situation was very harsh, with employment opportunities for a further 37,000 people need-
ing to be created in order to bring the city up to the national average employment level 
(Vigdor 2008). Consequently, it would appear that Hurricane Katrina inflicted a fundamen-
tal blow on New Orleans, which was a municipality in stagnation. 

In Figure 3, Vigdor (2008) forecast the medium- to long-term decline in the scale of 
the population in New Orleans. Before the disaster, New Orleans was already facing a de-
cline in employment and population, while the demand for the construction of new houses 
was so weak that the market price of a house was lower than the marginal cost of building a 
new house. To put it another way, in pre-disaster New Orleans, demand and supply in the 
housing market were in equilibrium at Point B. After the disaster occurred, the housing 
stock decreased considerably and it was not possible for the construction of new houses to 
keep pace with the demand for housing. Consequently, the housing price in New Orleans 
rose considerably in the immediate aftermath of the disaster, halting temporarily at Point E. 
However, as time passes, the construction of new houses will continue to a point at which 
the marginal cost of housing construction and the market price of houses correspond with 
each other, eventually reaching long-term equilibrium between demand and supply at Point F. 
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Where strong demand = path to growth 
A: Pre-disaster equilibrium point 
D: Pass point immediately after the disaster
C: Post-disaster equilibrium point 

Where weak demand = stagnant economy 
B: Pre-disaster equilibrium point 
E: Pass point immediately after the disaster 
F: Post-disaster equilibrium point 

Source: Vigdor (2008). 
Note: Chicago in 1871 is given as an example of a municipality with strong demand, which was 

on the path to growth before the disaster. Population was flowing gradually into the munic-
ipality from before the disaster, and the market price of housing was higher than the mar-
ginal cost of housing construction (in equilibrium at Point A). As a result of the disaster, the 
price of housing temporarily jumps to Point D, but eventually reaches a new equilibrium at 
Point C. In that situation, the impact of the disaster is temporary and it is deemed to have no 
effect on the medium- to long-term growth of the municipality. 

 
Figure 3. The Post-Disaster Recovery Scenario Differs According to Whether the  

Economy Is on the Path to Growth or Stagnating 
 

Compared with the previous equilibrium point (Point B), not only has the quantity of 
housing stock declined at the new equilibrium point (Point F), but the price has also risen. 
In other words, in the projection in this model, it would seem that the average price of 
housing in post-disaster New Orleans will rise compared with the pre-disaster level, while 
the scale of the municipality will decreased in terms of both the population and the number 
of houses. 
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Source: Compiled by the author from statistical values published by the United States Census 

Bureau.  
Note: Figures for 2006 - 2009 are projected values as of July 1 each year. The other figures are 

values shown in the census for April 1 each year. 
 

Figure 4. Changes in the Population Scale of New Orleans and the Post-Disaster  
Population Recovery Rate (dotted line) (1950–2010) 

 
In fact, the projection by Vigdor (2008) more or less hits the mark. As can be seen 

from Figure 4, the population of New Orleans rebounded strongly during the first three 
years after the disaster, recovering to 74% of its pre-disaster scale by 2008. However, the 
population increase subsequently slowed gradually, and had more or less stopped by 2009, 
four years after the disaster. According to the 2010 US population census, the population of 
New Orleans remained around 30% lower than it had been ten years previously, and the 
scale of the municipality was slightly smaller than it had been before the disaster.2 

Housing prices in New Orleans also rose after the disaster, in line with the projections 
of Vigdor (2008). For example, in the case of the district of New Orleans known as Orleans 
Parish, whereas the contract price of a single house (average for September–December each 
year) was US$203,435 in 2004, before the disaster, it rose considerably in the immediate 
aftermath of the disaster, reaching US$357,063 (up 75.5%) in 2005. Although the price of a 
single house declined somewhat thereafter, as of 2011, the average price in the district in 
question continues to be high, at US$258,322, 27.0% higher than the pre-disaster average.3 

 

                                                           
2 Campbell Robertson, “Smaller New Orleans after Katrina: Census Shows,” New York Times, 

February 3, 2011. 
3 Figures calculated by the author, based on market statistics published by the New Orleans Met-

ropolitan Association of Realtors (http://www.nomar.org/). 
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III. Post-Disaster Labor Markets 
 

1. Positive Shocks Resulting from a Disaster Bring about an Increase in Employ-
ment Opportunities 

Large-scale disasters also cause serious damage to employment. They cause a decline 
in employment opportunities, at least temporarily, throughout industry as a whole, with the 
destruction of factories and production equipment affecting employment in manufacturing 
industry, while disruption to infrastructure and transport networks has a similar effect in the 
travel and tourism industry, as does the fall in consumer demand―resulting from popula-
tion exodus―in the distribution, retail, service and real estate sectors. 

However, at the same time, disasters also bring about an increase in employment op-
portunities. This is because the restoration of infrastructure (roads, bridges, buildings, pow-
er transmission lines, etc.), production equipment and homes destroyed by a disaster can be 
anticipated to have an effect equivalent to economic stimulus packages focused on fiscal 
stimulus. The increase in employment opportunities brought about by a post-disaster boom 
is called a “positive shock” by Chappell et al. (2007). In other words, although the employ-
ment situation in a disaster-afflicted area generally deteriorates significantly in the immedi-
ate aftermath of a disaster, employment opportunities should subsequently actually increase 
compared with the pre-disaster situation, due to the positive shock. 

A familiar example of this can be seen in post-earthquake Kobe. In fact, 1995, when 
the disaster occurred, was the year that saw the city’s economy at its most buoyant since the 
collapse of the bubble economy. Despite the fact that the earthquake occurred in January, 
Kobe’s GDP growth rate for the whole of 1995 reached 1.4%, 0.8 points higher than the 
figure recorded in 1994, immediately before the disaster (Horwich 2000). One can see the 
positive shock of the earthquake from employment-related indicators, such as the rise in the 
active opening ratio and the fall in the unemployment rate that occurred immediately after 
the disaster.4 

There are quite a few cases in which the effect of this positive shock lasts for a com-
paratively long time for municipalities on the path to growth. For example, in a paper in 
which Ewing, Kruse, and Thompson (2005) analyzed time-series data for the USA, calcula-
tions showed that the sequence of reconstruction activities that followed Hurricane Bret in 
1997 resulted in a 0.75% fall in the natural rate of unemployment in Corpus Christi, Texas. 
In the case of the aforementioned Kobe as well, it is believed that the effect of the positive 
shock was sustained over a comparatively long period. 

                                                           
4 For detailed figures, see Mitsubishi UFJ Research and Consulting, “Chosa Repoto: Higashinihon 

Daishinsai ga Koyo ni Oyobosu Eikyo—Hanshin Awaji Daishinsai kara Eta Kyokun wo Moto ni 
(2011 nen 9 gatsu) [Survey report: The impact of the Great East Japan Earthquake on employ-
ment—Based on the lessons learned from the Great Hanshin Awaji Earthquake (September 2011)].” 
http://www.murc.jp/report_pdf/20110926_175605_0466081.pdf (accessed August 2012). 



Japan Labor Review, vol. 9, no. 4, Autumn 2012 

72 

 
Source: Compiled by the author from United States Bureau of Labor Statistics, Local Area  

Unemployment Statistics. 
 
Figure 5. Changes in the Number of Employees and the Unemployment Rate before 

and after the Disaster in the New Orleans-Metairie-Kenner Region (January 
2005– February 2011) 

 
According to Horwich (2000), Kobe experienced a post-disaster population exodus of at 

least 100,000 people at its highest, the majority of whom are believed to have been workers 
with some level of professional skills. However, the recovery in employment in Kobe in the 
immediate aftermath of the disaster was astonishing. According to the Ministry of Internal 
Affairs and Communications “Establishment and Enterprise Census,” the number of employ-
ees working at all establishments and enterprises in Kobe recovered to 789,000 people by the 
year after the earthquake (October 1996), which was an increase of 17,000 people compared 
with the situation in July 1991, four years before the disaster. Although it is not the case that 
there was an uninterrupted pickup in post-disaster employment,5 the figure for the number of 
employees in Kobe in the most recent (2009) Economic Census carried out by the Ministry of 
Internal Affairs and Communications demonstrated a recovery to 788,000 people, a level that 
was higher, albeit only slightly, than the pre-disaster scale of employment. 

On the other hand, in the case of municipalities experiencing stagnation, such as New 
Orleans, the expansion in employment opportunities brought about by the positive shock 
did not last long. Although the number of employees in New Orleans decreased considera-
bly initially (peaking at a 27.5% fall as of October 2005), the figure gradually increased as 
reconstruction of the municipality subsequently took place, with the scale of employment 
recovering to 80% of the pre-disaster level by August 2006, a year after the disaster (Figure 5). 
                                                           

5 The number of employees in Kobe declined to 719,000 in 2006, a fall of 7.0% compared with the 
pre-disaster level in 1991 (Kobe City Government 2007). 
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However, no marked improvement in the scale of employment was seen thereafter, and the 
total number of employees remains stagnant at around 80% of the pre-disaster level. 

 

2. Patches of Light and Shade Emerge in the Changes in Average Wages in Disas-
ter-Afflicted Areas and Areas Accepting Evacuees 

What is perhaps somewhat unexpected is that a rise in average wages in disas-
ter-afflicted areas is anticipated following a large-scale natural disaster. There are two main 
reasons for this. The first is the decline in workforce supply. When a major natural disaster 
occurs, a large number of fatalities and other casualties often result, and it is not unusual for 
tens or even hundreds of thousands of citizens to be compelled to evacuate their local 
communities. As a result, there is a tendency for the decline in the total labor force to be-
come more pronounced than the fall in the volume of workforce demand. In that situation, it 
is likely that average wages after the disaster will actually rise (Vigdor 2008). The second 
reason is the culling of low-wage industries. In many cases, it is not possible for companies 
that had been weak in the first place and industries that lacked competitiveness to resume 
their business after a natural disaster, and average wages in the disaster-afflicted area are 
thought likely to rise as a result of these low-wage industries and companies being weeded 
out. 

In the case of New Orleans, many of the industries that suffered the greatest damage 
as a result of the disaster (such as the retail and accommodation sectors) were low-wage 
industries, so the average wage rose by as much as 29.4% after the disaster (Dolfman, 
Wasser, and Bergman 2007). In the study by Vigdor (2008) as well, a rise in the average 
wage was reported in most business categories after the disaster. 

As can be seen from Figure 6, in all of the industries other than entertainment, public 
utilities and the information industry, the average wage rate (wage per hour) of employees 
in New Orleans rose. The biggest rates of increase were seen in the industries for which 
there was the greatest need in the process of post-disaster reconstruction. A large volume of 
garbage was generated as a result of the disaster, so the wage rate in the waste disposal sec-
tor rose by more than 50%. Moreover, the transport and storage of relief supplies was re-
quired, so the wage rate in the transportation and warehousing sector rose by more than 
40%. Furthermore, most of the city’s housing was destroyed by the disaster, so wage rates 
in the construction industry, which is responsible for building houses, and in the real estate 
business, which serves as an intermediary in the sale of homes, demonstrated high growth 
rates of just under 40% in both cases. 

However, there is a possibility that a natural disaster might have a negative impact on 
the wage levels of local citizens outside the disaster-afflicted area. In particular, a fall in the 
average wage is anticipated in areas that take in a large number of evacuees from disas-
ter-stricken areas. In the case of Hurricane Katrina, 100,000–150,000 evacuees from the dis-
aster-afflicted area poured into the nearby Houston metropolitan area, resulting in a population  
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Source: Vigdor (2008). 
 

Figure 6. Changes in Average Wage Rates after the Disaster in Orleans Parish,  
New Orleans (%, 2nd Quarter of 2005–2nd Quarter of 2007) 

 
 
increase of 3-4%. It was expected that most of these evacuees would subsequently settle 
permanently in the Houston metropolitan area.6 

In order to precisely measure the impact of Hurricane Katrina, during the period 
October 2005–October 2006, a section featuring questions that would enable analysts to 
determine whether or not a respondent was a Hurricane Katrina evacuee was incorporated 
into the questionnaires for the Current Population Survey (CPS), which is carried out 
monthly on a nationwide scale by the United States Bureau of Labor Statistics. Based on 
the individual data from the survey, McIntosh (2008) used a DID (Differ-
ence-in-Difference) model to compare disparities in wages and employment rates, com-
paring the situations before and after the disaster, as well as looking at differences be-
tween local citizens in the Houston metropolitan area and citizens of other cities that were 
not affected by the disaster. As a result, it was discovered that the wages and employment 
rate (%) of local citizens in Houston fell by 1.8% and 0.5% respectively, due to the mas-
sive influx of evacuees. 

 

                                                           
6 Susan Saulny, “Putting Down New Roots on More Solid Ground,” New York Times, September 7, 

2005. 
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Sources: Compiled by the author from Ministry of Internal Affairs and Communications, 2010 

Population Census and National Institute of Population and Social Security Research,  
Population Statistics of Japan (2011). 

Note: These are the proportions of the total national population accounted for by the total popu-
lations of each prefecture. 

 
Figure 7. Population Shares of the Three Tohoku Prefectures  

(Unit: %, 1920–2010) 
 

IV. Considering the Recovery of the Three Tohoku Prefectures 
 

1. The Population and Labor Markets of the Three Tohoku Prefectures before the 
Major Earthquake 

Pre-disaster Iwate Prefecture and Fukushima Prefecture actually had many similari-
ties with New Orleans. On the other hand, Miyagi Prefecture was somewhere in the middle 
between New Orleans and Kobe in that, although it was not experiencing the problems of 
sustained population decline and underdeveloped tertiary industry, as was the case in New 
Orleans, neither was it on an upward path to growth, as was the case in Kobe. 

From Figure 7, one can see that the population shares of Iwate and Fukushima Pre-
fectures had been demonstrating a uniform downward trend since before the disaster. The 
proportion of the total population of Japan accounted for by the total populations of the two 
prefectures peaked at 4.2% in 1947, and these figures have been on the decline since then. 
By 2010, immediately before the earthquake, the share of the total population accounted for 
by the two prefectures had fallen to 2.8%. On the other hand, although the share of the total 
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population accounted for by Miyagi Prefecture had not been increasing by a great amount, 
no downward trend had been seen since 1970 (Figure 7). 

The author believes the main cause of the decline in the population shares of Iwate 
and Fukushima Prefectures to be the fact that, just like New Orleans, they were seriously 
lagging behind in terms of the development of the information and communications indus-
try and the finance and insurance industry, sectors that have been experiencing rapid growth 
in recent years. Due to the geographical conditions and the tradition of farming that they 
have inherited, both prefectures have a marked predominance in the fields of agriculture and 
forestry. Furthermore, Iwate Prefecture has made good use of another geographical condi-
tion, in the form of its location adjacent to the abundant fishing grounds of the Pacific coast, 
so the fisheries industry has historically been a major sector. However, neither prefecture 
was able to adeptly cultivate a service sector to follow the new trend, so employment op-
portunities for young people and households bringing up small children were limited. 

Table 1 shows the figures for the degree to which the prefecture’s share of employ-
ment exceeds its population share for each industry (unit: % points). One can interpret this 
to mean that the greater the excess in the employment share, the more that the industry in 
question within the prefecture absorbs a number of employees above the national average, 
making them dominant industries in the employment portfolio. 

Looking at Table 1, one can see that the dominant industries in Iwate Prefecture (in 
order of the excess in the employment share) are forestry (+5.4 points), fisheries (+3.5 
points), and agriculture (+1.9 points). The dominant industries in Fukushima Prefecture (in 
order of the excess in the employment share) are forestry (+1.6 points), agriculture (+1.6 
points), and the electricity industry (+1.2 points). However, in almost all industries other 
than primary industries (excluding construction, electricity, gas, heat and water supply, and 
compound services), employment opportunities in the two prefectures are poorer than the 
national average. 

On the other hand, while Miyagi Prefecture has in common with the other two pre-
fectures a comparative advantage in the fisheries industry (+3.3 points) and the electricity 
industry (+0.6 points), it is catching up in terms of the development of its tertiary industries, 
to some extent. Of the tertiary industries, Miyagi Prefecture maintains an advantage—albeit 
slight—over the national average in the wholesale and retail (+0.19 points), education and 
learning support (+0.18 points), and transportation (+0.04 points) sectors. Thus, pre-disaster 
Miyagi Prefecture was experiencing moderate growth at around the same pace as the na-
tional average, and the scale of its population and employment was also stable. 

 

2. The Path to Recovery As Understood from the Two Keys 
As can be gathered from the studies of disasters carried out hitherto, there are two 

keys to the recovery of disaster-afflicted areas. More specifically, these are human capital 
and the path to growth. 
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Table 1. Employment Share Excess Rate by Industry in the Three Tohoku Prefectures 

 
Source: Compiled by the author from the 2007 Employment Status Survey. 
Note: The population share of the total national population accounted for by the prefecture in 

question (2010) was 1.04% for Iwate Prefecture, 1.83% for Miyagi Prefecture and 1.59% 
for Fukushima Prefecture. 

 
The first key is human capital. Damage to physical capital can be remedied in the 

short term, over a year or two, and it is comparatively simple to cover any shortfall by in-
creasing the input of workforce and raising labor productivity. However, in the case of 
damage to human capital, which forms the core of production activities, it takes decades to  
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Table 2. Status of Damage and Recovery Forecast 

 
Notes: 1. The number of victims is based on the National Police Agency, Damage Situation and 

Police Countermeasures (March 2, 2012). The figures for victims include those listed as 
killed and those listed as missing. 

2. The population of the prefecture is the estimated population immediately before the Great 
East Japan Earthquake (as of March 1). 

 
recover to the original level. Accordingly, the greater the damage to human capital, the 
longer recovery will take. 

The second key is the path to growth of the municipality. If an area is on a path to 
growth, a major disaster will be no more than a temporary shock (damage), and its effects 
will eventually disappear completely. Moreover, the positive shock resulting from recon-
struction demand will stimulate the local economy, so one can expect that the potential 
growth rate in the disaster-stricken area will increase. On the other hand, for municipalities 
with a stagnant economy, a major disaster shifts the equilibrium points for the scale of pop-
ulation and employment downwards, and it would seem that the impact of this will be 
semi-permanent. Moreover, it is anticipated that it will be difficult for the positive shock 
resulting from reconstruction demand to last a long time. 

The scale of the damage to human capital in Miyagi and Iwate Prefectures due to this 
recent disaster is believed to be on about the same scale as that in Kobe resulting from the 
1995 earthquake. Looking at Table 2, one can see that in Miyagi and Iwate Prefectures, 
0.48% and 0.45% of the population of the respective prefectures fell victim to the disaster 
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(the figure for Kobe was 0.42%).7 On the other hand, in Fukushima Prefecture, although 
the number of victims as recorded in official statistics is lower than in the other two prefec-
tures, at 0.09% of the population, there was a mass exodus from the prefecture of those of 
working age bracket, focused primarily on young people and households bringing up small 
children, due to the accident at the Fukushima Daiichi Nuclear Power Plant; given that there 
is little prospect of their return to the prefecture in due course, one should view the damage 
to the human capital stock of Fukushima Prefecture as being immense in comparison with 
the damage in the other two prefectures. 

Moreover, given that Miyagi Prefecture was somewhat on the path to growth, where-
as the economies of Iwate and Fukushima Prefectures were somewhat stagnant even before 
the disaster, there is a strong possibility that disparities will emerge in the time required for 
reconstruction and the degree of recovery in each of the three prefectures. 

If one compares Iwate and Miyagi Prefectures, which suffered a more or less equiva-
lent level of damage to human capital, one can see that the latter was on the path to growth, 
so reconstruction is expected to proceed more smoothly. This projection is not altered by the 
fact that the physical damage suffered by Miyagi Prefecture as a result of the disaster was 
far greater than that experienced by Iwate Prefecture. The number of buildings completely 
or partially destroyed in Miyagi Prefecture was 223,000, which means that the number of 
buildings completely or partially destroyed per 1,000 population was 94.9 (the figure for 
Iwate Prefecture was 18.7 buildings/1,000 population).8 However, not only can the effect of 
being on the path to growth make up for this loss, but also it will be necessary to rebuild 
more buildings, so the positive shock of reconstruction will actually be powerful, and there 
is a strong possibility that the economy of Miyagi Prefecture will experience a significant 
rebound following the disaster. On the other hand, in Fukushima Prefecture, where the 
damage to human capital has been immense and where the economy was somewhat stag-
nant even before the disaster, one would expect that it will take longer to achieve recovery 
there than in the other two prefectures, and that it will be difficult to regain its previous 
population and scale of employment. 

 

3. The Status of Actual Post-Disaster Reconstruction Is Quite Closely Following 
Projections 

If one looks solely at trends in employment, the economic climate and population, 
one can see that the recovery situation over the course of the year following this disaster has 
followed a route that runs broadly in line with theoretical projections. 

 

                                                           
7 The total number of victims in Kobe was 6,437 (Kobe City Government 2012), which is equiva-

lent to 0.42% of the total pre-disaster population of Kobe (1.519 million) as of October 1, 1994. 
8 National Police Agency, “Higai Jokyo to Keisatsu Sochi [Damage situation and police counter-

measures],” March 2, 2012. 
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Table 3 shows changes in the number of new job openings, the active opening ratio 
and the diffusion index in the three Tohoku prefectures before and after the disaster. The 
number of new job openings indicates how many new jobs have been created. The active 
opening ratio (effective job openings/effective labor supply) indicates the balance of supply 
and demand in the labor force market; the higher the figure, the easier it is to find a job. On 
the other hand, the diffusion index (here, the DI coincident index is used) is a comprehen-
sive indicator for gaining an understanding of economic trends; in general, if the DI value is 
above 50%, the economy is expanding, but if below, the economy can be deemed to be in 
recession. 

Looking at Table 3, one can say that the number of new job openings and the active 
opening ratio in all three prefectures have been growing considerably since the disaster. The 
scale of the rise in all indicators has been in line with projections, with the biggest rises be-
ing seen in Miyagi Prefecture. The number of job openings in post-disaster Miyagi Prefec-
ture has grown by between 1.5 and 1.8 times compared with the same month of the previous 
year; as of January 2012, the new opening ratio in the prefecture was 0.82, a rise of 0.33 
points compared with the level of 0.49 recorded immediately before the disaster. 

On the other hand, although Fukushima Prefecture was considerably further ahead of 
Iwate Prefecture in terms of both the number of new job openings and the active opening 
ratio during the period from immediately after the disaster until December 2011, the situa-
tion reversed in January 2012 and Iwate Prefecture took the lead.9 The author believes that 
these figures predict that it will be more difficult for Fukushima Prefecture to achieve a 
full-scale recovery in employment than it will be for Iwate Prefecture, as although the 
growth in employment in the former was faster than in the latter for a time, due to the need 
to deal with the nuclear power plant accident, the exodus of human capital from Fukushima 
Prefecture in the medium to long term is immense. 

In addition, it was ascertained that economic expansion took place in Miyagi Prefec-
ture for five consecutive months from August 2011, but the economy in Fukushima Prefec-
ture entered a recessionary phase for a time in October and November that year (the rele-
vant figures for Iwate Prefecture have not been published, so it is not possible to draw a 
comparison with other prefectures). 

The status of the recovery in the total population of each prefecture has progressed 
broadly along the lines indicated by projections. The (estimated) population exodus from 
Miyagi Prefecture mostly stopped in May 2011, but a moderate outflow of the population 
subsequently continued in Iwate Prefecture. On the other hand, the population of Fukushima 
Prefecture has been departing faster than the outflow from Iwate Prefecture. If the popula-
tion immediately before the disaster, as of March 1, 2011, is set at 100, then the population  
                                                           

9 The reason for this is unclear. The author surmises that this is because a large workforce was ini-
tially required to deal with the accident at the Fukushima Daiichi Nuclear Power Plant, but from 2012, 
the work required to deal with the nuclear power plant accident had tapered off, so related employ-
ment declined. 
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Table 3. Changes in the Active Opening Ratio and the Diffusion Index (January 2011–January 2012) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Sources: Compiled by the author from Fukushima Labour Bureau, Saikin no Koyoshitsugyo no Josei ni tsuite (Heisei 24 nen 1 

gatsu naiyo) [Concerning the recent employment and unemployment situation (January 2012 details)] (published March 
2, 2012), Miyagi Labour Bureau, Miyagiken no Ippan Shokugyo Shokai Jokyo (Heisei 24 nen 1 gatsu naiyo) [General job 
placement situation in Miyagi prefecture (January 2012 details)] (published March 2, 2012), Iwate Prefecture FY2011 4th 
Meeting of the Iwate Prefecture Economic and Employment Measures Task Force Data Materials 2, Koyo Josei no Genjo 
ni tsuite [The Current Employment Situation] (meeting held February 6, 2012), and the diffusion indices published by the 
respective prefectural governments. 

Notes: 1. The diffusion index for 2005 is set at 100. 
2. No diffusion index has been published for Iwate Prefecture since May 2011. 
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Sources: Compiled by the author based on the monthly estimated population figures published 

by each prefecture. 
Notes: 1. The monthly population estimates are made by taking the permanent population (as of 

October 1) from the Population Census carried out in 2010 as the benchmark, while adjust-
ing for the number of notifications of births, deaths, inward migrations, outward migrations, 
foreign national registrations and naturalizations recorded each month, with the result being 
viewed as the permanent population. 

2. Despite the fact that people were actually relocating outside the prefecture, it is thought that 
there were many cases in which relocation procedures were not carried out, due to the 
post-disaster disruption, the allocation of donation money and compensation for the nuclear 
power plant accident. Consequently, there is a strong possibility that the aforementioned 
population estimates are higher than the actual situation. It will be necessary to await the 
results of the 2015 Population Census to see accurate figures that reflect the actual situa-
tion. 

 
Figure 8. Changes in Population before and after the Disaster  

(January 2011–February 2012) 
 

as of January 1, 2012 was 99.02 in Miyagi Prefecture, 98.76 in Iwate Prefecture, and 97.85 
in Fukushima Prefecture (Figure 8). 

 

V. In Place of a Conclusion: Being Smaller, Being Wealthier 
 
For the citizens of disaster-stricken areas, a major disaster does not bring only bad 

things. As pointed out in Horwich (2000), the new economy will never be a revised version 
of the pre-disaster economy. While they destroy physical capital, such as buildings and fac-
tories, disasters provide an ideal opportunity to attract new technology and investment. For 
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example, in the case of Kobe, it is reported that the living environment in the city was actu-
ally greatly improved after the disaster, through such initiatives as the introduction of a new 
type of sewerage system and a more efficient gas supply (Horwich 2000). 

If local governments and the business community actually took advantage of the pre-
dicament caused by the Great East Japan Earthquake as an opportunity to implement re-
forms, such as improving the living environment, attracting new industries that make use of 
vacant lots, developing distribution networks, introducing new production technologies, and 
attracting the information and communications industry, there is a strong possibility that 
such reforms would progress more smoothly than they would have done before the disaster. 
If this can be achieved, it would seem to be possible to create a stronger economic system 
than existed in the disaster-afflicted areas before the disaster. In that sense, the disaster is 
both a crisis and a golden opportunity for the three Tohoku prefectures. 

Due to their natural environments, siting conditions and traditions, etc., the agricul-
ture, forestry and fishery industries are likely to continue to play a greater role in the future 
in these three Tohoku prefectures than in other regions. In the future, it will likely be neces-
sary to increase the growth potential of primary industries through such endeavors as the 
introduction of new technologies to the agriculture, forestry and fishery industries, and en-
hancing and achieving greater efficiency in the service industries supporting the sale and 
distribution of agriculture, forestry and fishery industry produce. 

There is little prospect in the disaster-stricken areas of the kind of population increase 
and employment expansion seen in Tokyo, Hiroshima and Nagasaki Prefecture after the end 
of World War II, but one can have high expectations that each and every citizen of those 
prefectures will become more affluent after the disaster. Attaining a richer lifestyle than 
before the disaster is more than just a dream: it can be achieved by accelerating the weeding 
out and restructuring of uncompetitive low-wage businesses, improving labor productivity 
per capita through the introduction of new equipment and technology, and increasing the 
quantity of social capital per citizen as a result of the decreased population. At present, there 
is no way to confirm using accurate statistics whether the citizens of these three Tohoku 
prefectures have truly become more affluent, but at the very least, a rise in the household 
incomes and average wages of employed persons in these three prefectures has actually 
been reported since the disaster.10 

The author believes that the goal should be “being smaller, being wealthier.” A vision 
for the future in which, although municipalities themselves become a little smaller, the indi-
vidual citizens living there become more affluent and happier would be splendid. Inci-
dentally, comparing the situation before and after the disaster, the following changes were 
seen in New Orleans (Figure 9). 
                                                           

10 For example, according to the Ministry of Internal Affairs and Communications “Family Income 
and Expenditure Survey,” the average monthly income in 2011 in Iwate Prefecture (Morioka) in the 
households of workers other than single persons was ¥503,000, an increase of 3.0% above the 
pre-disaster level in 2010. 
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Note: Compiled by the author from data published by the United States Census Bureau. 

 
Figure 9. Changes in New Orleans before and after the Disaster 
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Future Employment Policy Suggested by the Post-Earthquake Response 
Yuji Genda 
The University of Tokyo 

 
This paper discusses employment policy measures that should be taken in an 
emergency, focusing on the measures actually taken in response to the Great 
East Japan Earthquake. When many workers were laid off immediately after 
the earthquake, employment adjustment subsidies were used to help employers 
maintain employment. However, the funds for such subsidies were soon nearly 
depleted. At the same time, people who were laid off or who lost their jobs but 
were ineligible for the subsidies were covered by extending unemployment 
benefits. The new job seeker support system was set up to provide training for 
people ineligible for employment insurance, while granting subsidies to train-
ing organizations. However, this new system, in its current state, leaves a large 
amount of room for improvement. Meanwhile, fund projects, which are flexi-
ble and convenient to use, worked well to some extent in preventing unem-
ployment in the wake of successive crises such as Lehman Crisis and the Great 
East Japan Earthquake. When formulating employment policy, it is necessary 
to consider whether support should be provided intensively to individual en-
terprises with high job creation potential, or whether it should instead be pro-
vided to groups of enterprises. Designing a resilient employment system which 
can withstand a crisis is a challenge for the future.  

 

I. Introduction 
 
On April 8, 2011, I received an unexpected phone call in my office at the university. 

The person who called me was Mr. Kinya Takino, who held the office of Deputy Chief 
Cabinet Secretary at that time. He told me that the government had decided to set up an ad-
visory panel, named the Reconstruction Design Council in Response to the Great East Japan 
Earthquake under the Prime Minister’s direct authority, to obtain recommendations on 
measures for recovery from the earthquake that had happened one month previously. Mr. 
Takino asked me to join a study group to be formed as a subordinate body of the council. 
For a moment, I hesitated to reply to this sudden request. I wondered whether I would be 
able to undertake this assignment. When I asked him what he wanted me to do, he said he 
wanted me to work on employment policy. As a researcher of labor issues, I had no choice 
but to accept the request despite my initial trepidation. 

The Council held its first meeting on April 14, 2011, and at its 12th meeting on June 
25, it compiled its recommendations into a report entitled “Towards Reconstruction—Hope 
beyond the Disaster” and submitted it to then-Prime Minister Naoto Kan. During this period, 
the Council’s Study Group met eight times from April 20 to June 14. The summaries and 
full texts of the minutes of the Council and the Study Group’s meetings are all available on 
the Cabinet Secretariat’s website (http://www.cas.go.jp/jp/fukkou/english/index.html). In 
addition to the Council and the Study Group, workshops were organized to hear the opin-
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ions of the personnel of the ministries and agencies concerned who were in charge of the 
reconstruction process. 

Having finalized and submitted their recommendations to the government, the Coun-
cil and the Study Group had completed their activities. Subsequently, the recommendations 
were forwarded to the Reconstruction Headquarters in Response to the Great East Japan 
Earthquake, and at present, the Reconstruction Agency established as of February 10, 2012 
plays a central role in implementing post-earthquake measures. 

Amid all of these activities initiated by the government, I had the opportunity to ob-
serve the process of formulating reconstruction measures from a position close to the actual 
policy makers. In the field of employment policy, in particular, I had many opportunities to 
ask questions and exchange opinions with personnel of the Ministry of Health, Labour and 
Welfare (MHLW) as well as those of prefectural and municipal governments in the affected 
areas. In this paper, I will note what I felt about the employment measures taken during the 
year following the earthquake, in light of my comparatively good access to information on 
this issue. 

The statements contained herein are brief descriptions of post-earthquake employ-
ment measures and my personal views on measures that were particularly impressive to me. 
I will not present a full explanation of the entire list of government-led employment 
measures. I recommend that those interested in more general information take a look at the 
Japan As One Work Project page on the MHLW website (http://www.mhlw.go.jp/ 
seisakunitsuite/bunya/koyou_roudou/shigoto.html). This nter-ministerial project was 
launched immediately after the earthquake to support employment in the affected areas 
through nationwide efforts. Thus far, the project team has compiled its measures into three 
phases, Phase 1 (as of April 5), Phase 2 (as of April 27), and Phase 3 (as of October 25). The 
project was recognized as the core employment initiative when drawing up the supplemen-
tary budget for FY2011. 

The Japan As One Work Project is the most notable post-earthquake employment 
measure carried out by the government. It covers a wide range of subjects, each of which 
will need to be studied by researchers in the relevant fields. I attended the Study Group’s 
meetings with the belief that the recommendations to be finalized by the Council should 
complement this project. 

 

II. Drafting Recommendations 
 
Table 1 shows the recommendations I was drafting in early May 2011 with regard to 

emergency employment measures to be taken in response to the earthquake. I made remarks 
on the draft at the Study Group’s meeting on May 11. The following is an extract from my 
remarks; the full version can be found in the summary of the minutes. 
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Table 1. Reconstruction Employment Policy Recommendations Drafted  
by the Author (May 2011) 

 
Source: From the report submitted to the fifth meeting of the Study Group of the Reconstruction 

Design Council in Response to the Great East Japan Earthquake (May 11, 2011), in the 
joint names of the author and other two members of the study group, Sawako Shirahase 
(professor, Graduate School of Humanities and Sociology, the University of Tokyo) and 
Hisashige Danno (Assistant General Secretary, Japanese Trade Union Confederation 
[RENGO]). 
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“First and foremost, employment recovery in the affected areas is one of the most 
pressing and highest priority challenges we should tackle in the reconstruction pro-
cess. In order to ensure that disaster victims will be able to rebuild their daily lives, 
we need to promptly create an environment in which disaster victims can find em-
ployment and earn an income. From the viewpoint of respecting the dignity of dis-
aster victims’ daily lives, a crucial prerequisite is to enable them to earn a living 
from working and to actually feel that they are contributing to the reconstruction 
process through their work. Providing an environment where everyone who wishes 
to and is ready to work can find a job is the fundamental principle of employment 
policy. 

Secondly, employment status and needs vary among disaster victims. We 
should therefore develop a counseling system which can provide comprehensive 
one-stop services, including continuous support and livelihood support needed by 
each victim. 

Thirdly, measures should be taken to provide detailed job matching services 
and vocational training programs and to prevent disaster victims from becoming 
isolated from society, specifically by increasing the staff at public employment se-
curity offices (generally called Hello Work offices) and reinforcing collaboration 
among all parties concerned—private businesses, related organizations, NPOs, mu-
nicipal and prefectural governments, and the national government. While searching 
for jobs, disaster victims face an agonizing choice between staying in their 
hometowns and temporarily leaving them. Some people seek jobs compatible with 
their health condition or physical strength, or want to work while taking care of 
their families or acquaintances. Others may have future career plans and may want 
to spend part of their time engaging in activities to become licensed care workers or 
to acquire other qualifications. To satisfy these diverse needs, support must be indi-
vidual, continuous and comprehensive. In this regard, helpful insights may be 
learned from the initiatives already launched by the government to mitigate social 
disparities (e.g., prevention of suicide) in line with the concept of social inclusion. 

The fourth point is to build a mechanism to support local businesses now 
suffering from damage to their facilities and equipment or from debt burdens but 
which have the potential to recover, because these businesses are expected to pro-
vide employment to job seekers. Creation of special zones for reconstruction and a 
reconstruction fund will be included in this mechanism. 

As the fifth point, in order to create conditions that will entice job-creating 
businesses into the affected areas, legislative and procedural improvements should 
be made to relax the requirements for the establishment of new businesses. As 
mentioned above, local businesses with recovery potential are suffering from dam-
age to their facilities and equipment and/or from debt burdens. In addition to the 
use of a reconstruction fund and the injection of public money, it is absolutely nec-
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essary to secure experts who can make an overall assessment of the recovery poten-
tial of local businesses and of their value to local areas. During reconstruction of 
the affected areas, a temporary government-led investment fund should be estab-
lished in Sendai (named, for example, East Japan Reconstruction Organization), so 
that the reconstruction fund and experts can operate at full capacity. On the other 
hand, making procedural improvements in addition to addressing legislative issues 
will be exceedingly important in the creation of special zones for reconstruction. In 
this respect, measures should be taken to attract businesses into the affected areas 
by, for example, reducing corporation taxes and streamlining various procedures.  

As the sixth point, projects undertaken to rebuild local communities should 
actively recruit local residents in the affected areas. The implementation of busi-
ness-related projects requires the use of funds and know-how available in the pri-
vate sector in addition to public funds. Local residents should play the leading role 
in the reconstruction process. Accordingly, promoting community development 
corporations organized by local residents will be a key factor in employment policy. 
The rebuilding of local communities needs to be carried out by applying private 
funds and labor and taking into account the circumstances specific to the respective 
communities. 

The seventh point is to enhance vocational training programs so that disaster 
victims can acquire the specialized skills and knowledge necessary for reconstruc-
tion work, with the goal of providing greater employment opportunities, mainly in 
the construction industry, in response to the labor demand for reconstruction pro-
jects in the affected areas. I presume that there will, for the time being, be many 
employment opportunities in this industry, including jobs such as debris removal 
and the construction of new houses and buildings. However, engagement in simple 
labor will not stabilize the daily lives of disaster victims. They need to acquire ad-
vanced skills and knowledge, such as those required to operate heavy equipment 
and conducting safety management at the construction site. In this respect, it is im-
portant to increase the number and size of vocational training organizations where 
disaster victims can receive training and acquire the necessary capabilities. 

The eighth point is to move forward incrementally with the Japan As One 
Work Project—an inter-ministerial, comprehensive project—to promote employ-
ment and job creation in the post-earthquake period.  

The ninth and final point is that funds should be fully prepared to implement 
employment measures, not only focusing on employment insurance premiums but 
also including such funding in the general national budget. Employment measures 
cannot be put into practice without money. At present, employment insurance is 
mainly used to finance subsidies for lay-offs due to employers’ economic reasons, 
and unemployment benefits provided under the special measures to cope with dis-
asters. However, employment insurance is inadequate to address the impact of the 
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reduction in business due to government requirements, such as business cessations 
due to power consumption restrictions anticipated this summer. It is an urgent task 
to secure funds, including funds from the general national budget, for the imple-
mentation of all-inclusive employment measures.” 

 
Except for the idea of creating a government-led investment fund in Sendai, men-

tioned as the fifth point above, I think most of my recommendations have materialized in 
one way or another. 

 

III. Facing the Danger of Lack of Funding for Employment Measures 
 
The primary means of coping with an employment emergency is to provide govern-

ment subsidies for employment adjustments. In the first supplementary budget for FY2011, 
as much as 726.9 billion yen was allocated to employment adjustment subsidies for lay-offs 
due to employers’ economic reasons. Under this special measure, the requirement for re-
ceiving subsidies was relaxed and employers were able to receive subsidies for up to an 
additional 300 days of business cessation during a one-year period, irrespective of the peri-
od of their business cessation prior to the earthquake. Employers were also able to receive 
subsidies for the payment of allowances or wages to workers insured for a period of less 
than six months. 

What mattered more than anything was finding money. The employment stabilization 
fund for employment insurance services diminished considerably due to emergency ex-
penditures following the collapse of the Lehman Brothers in the fall of 2008. The balance of 
the employment stabilization fund amounted to 1,026.0 billion yen in FY2008, but due to 
the expenditure of 1023.5 billion yen FY2009, it fell to less than one-half of this—504.8 
billion yen—even after revenues were added. As a result of the further expenditure of 
1242.0 billion yen in FY2010, there was only 56.3 billion yen left at the time the initial 
budget was made for FY2011. Thus, the funds available at that time were completely inad-
equate to fully respond to the rapid increase in applications for employment adjustment 
subsidies after the earthquake.  

In order to cope with this critical financial situation, the necessary funds to cover the 
expenses related to employment stabilization services were transferred from the funds for 
unemployment benefits on a temporary basis. For proper implementation of employment 
policy, it is a pressing issue to rebuild the financial base of employment stabilization ser-
vices and human resources development services. 

In addition to the necessity of providing subsidies to business establishments in Iwate, 
Miyagi, and Fukushima, in early May 2011, the possibility of large-scale business cessation 
due to restrictions on power consumption scheduled for the summer of 2011 within the en-
tire Tokyo Electric Power Company (TEPCO) service area became a concern. Employment 
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adjustment subsidies are intended to be an emergency measure in the event of lay-offs due 
to employers’ economic reasons, and temporary business cessations due to a government 
order are not covered by employment adjustment subsidies in principle. In light of the in-
volvement of the national government, which forced local businesses to evacuate from areas 
affected by the nuclear power plant accident, it is reasonable to pay subsidies to them from 
the general national budget. However, as it became difficult to formulate the second sup-
plementary budget before the summer, when the severe power shortages were anticipated, 
there were concerns about securing funds for employment measures to cope with the likeli-
hood that many local businesses would be forced to cease operations. 

Prospects for avoiding this concern began to appear as early as at the end of June. The 
major positive factor was that the amount of the power consumption cut that would be re-
quired of large power consumers (business entities) was lowered from 25% to 15%. In addi-
tion, it was expected that many manufacturers would be able to continue production by 
changing their operation schedules to avoid having to cease operations. 

When the need for emergency employment measures arises, the first priority is to se-
cure the necessary funds promptly and flexibly. Before a crisis occurs, we must study and 
establish a mechanism and rules for this purpose. This is one of the lessons learned in rela-
tion to employment policy from the experiences of the so called Lehman Crisis, that is the 
financial meltdown occurred in September 2008, and the Great East Japan Earthquake. 

 

IV. Employment Policy Advocated in the Council’s Report, Entitled “Toward 
Reconstruction—Hope beyond the Disaster” 

 
On June 25, the Reconstruction Design Council in Response to the Great East Japan 

Earthquake, submitted its recommendations to the Prime Minister in a report entitled “To-
ward Reconstruction—Hope beyond the Disaster.” 

In Chapter 2 of the report, entitled “Restore Life and Livelihood,” the section under 
the heading of “(4) From Emergency Employment to Employment Restoration” concretely 
describes post-disaster responses and employment measures focused on recovery. This sec-
tion is composed of two parts, “(i) Employment measures for the immediate period” and 
“(ii) Creating full-fledged employment through industrial promotion.”  

The first part of the section, “(i) Employment measures for the immediate period,” 
states as follows:  

 
“First, the employment crisis in the disaster region must be addressed with urgency. 
People who have lost their jobs should be able to swiftly receive unemployment 
benefits. In light of the severe employment situation in the disaster region, it is 
necessary that the criteria for receiving unemployment benefits continue to be 
eased, including the relaxation of the job separation requirements and an extension 
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of the period for receiving unemployment benefits. 
At the same time, in order to enable businesses faced with difficulties main-

tain employment as much as possible, flexible practices are necessary, including the 
relaxation of the criteria for employment adjustment subsidies. Furthermore, in or-
der to not only maintain existing employment opportunities but also create new 
employment opportunities, programs of the job creation business fund and the like 
should also be actively utilized. 

Also, attention needs to be given to ensure that the jobs created through re-
construction programs in the affected areas lead to definite employment opportuni-
ties for the disaster victims. To this end, it is vital that the municipalities engaged in 
reconstruction programs and the “Hello Work” employment security offices share 
information and fully work together. Furthermore, in order to increase employment 
opportunities for the disaster victims, the Government is encouraged to subsidize 
companies which have recruited disaster victims. The Government is also called 
upon to secure jobs as well as offer detailed job-hunting assistance according to the 
qualities of the job seeker, through the Japan as One Work Council, among other 
opportunities. Furthermore, the knowledge and skills necessary for job-hunting 
must be acquired, and vocational training for career changes needs to be enhanced. 
To ensure that the jobs offered by employers match the jobs sought by disaster vic-
tims in a smooth fashion, efforts need to be made to strengthen the functions and 
system of Hello Work and enhance the matching functions of the “Shigoto-Joho- 
net”, the Job Information Net.” 

 
The immediate employment measures advocated here may be understood to confirm 

the measures already put into effect based on the first supplementary budget and to point 
out the necessity of carrying out these measures continuously for a certain period of time. 

The other part of the section, “(ii) Creating full-fledged employment through indus-
trial promotion,” lays out an ideal form for industrial promotion and employment during the 
period from the restoration phase to the reconstruction phase. First of all, it proposes taking 
advantage of the respective regions’ unique characteristics in carrying out industrial promo-
tion and the introduction of new industries, such as the renewable energy industry. To 
achieve this, it states that measures should be taken to prevent local companies with recov-
ery potential from withdrawing from business in such ways as solving their overlapping 
debt problems, and also points out the importance of attracting businesses into the affected 
areas. 

The Study Group’s workshop also discussed one possible approach for the creation of 
new industries and the attraction of businesses into the target areas: the subsidy for 
job-creating, low-carbon industries, implemented by the Ministry of Economy, Trade and 
Industry (METI) in 2010. This subsidy was granted to cover one-third of the new capital 
investment (or half of such investment for SMEs) for the establishment of new green tech-
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nology business sites with high growth potential (e.g., lithium-ion batteries, LED lighting, 
environmentally-friendly vehicles (eco-cars), solar cells). According to METI, this subsidy 
program, then called “Kan’s Subsidy,” had induced investment amounting to 670 billion yen 
and created jobs for 112,000 persons. As this subsidy was granted to employers on the con-
dition that they maintain employment for at least four years, it was expected to basically 
contribute to sustained employment. If this subsidy is applied to the establishment of busi-
ness sites in the affected areas under more preferential conditions, and is combined with the 
creation of special zones, it will lead to job creation. 

Industrial promotion necessarily requires the advancement of industries, namely ag-
riculture, forestry and fisheries. Accordingly, sextic industrialization (the creation of new 
businesses through the integration of primary, secondary and tertiary industries), as well as 
the development of human resources through enhanced vocational training, will be neces-
sary. In this context, the Council focuses on in-house training programs provided by com-
panies, in addition to enhancing public vocational training. Developing an employment sys-
tem through inter-generation collaboration—such as an approach to employment restoration 
in which people from all generations participate and valuable skills and knowledge are 
passed on from older to younger workers—will encourage elderly people to work toward 
reconstruction. 

 

V. Extending Unemployment Benefits 
 
One of the tasks which required urgent action immediately after the earthquake was 

meeting the needs of people directly damaged by the earthquake and tsunami who had to 
take leaves of absence from work or who lost their jobs. Under the Labor Standards Act, 
employers are not liable to pay an allowance to laid-off workers if the lay-offs were due to 
causes not attributable to the employer, such as damage to facilities and equipment caused 
by an earthquake or tsunami. The employment adjustment subsidy system is an insurance 
scheme that relies on the solidarity of employers to help each other rebuild their business 
operations after temporary lay-offs due to economic reasons. Therefore, lay-offs arising 
directly from natural disasters and not due to employers’ economic reasons are not covered 
by this subsidy system. This means that employment adjustment subsidies were not availa-
ble in response to lay-offs by employers who were forced to cease operations at business 
establishments within areas designated as restricted due to the nuclear power plant accident 
in Fukushima. 

To cope with this situation, based on the special provisions for employment insurance 
upon the designation of the earthquake as a severe disaster, unemployment benefits were 
paid to disaster victims who were unable to receive wages. More specifically, workers who 
were laid off and unable to receive wages due to a business cessation at a workplace directly 
damaged by the earthquake or tsunami were made eligible to receive unemployment bene-
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fits even where they did not completely leave their jobs. Furthermore, unemployment bene-
fits were available for workers who belonged to businesses located in the designated areas 
under the Disaster Relief Act, if they were temporarily forced to leave their jobs but were to 
be re-employed when the employer resumes business. 

With regard to employment insurance, additional special measures were taken to fur-
ther extend the existing 60-day extension by another 60 days (individually extended bene-
fits). 

However, in the summer of 2011, there was additional concern that most of the ex-
tended employment insurance benefits would expire in succession during the period be-
tween the end of 2011 and the beginning of 2012. According to a rough estimate by the 
Employment Insurance Division of the MHLW as of the summer of 2011 based on the pre-
scribed duration of the benefits, some 30% of unemployment benefits would be exhausted 
by the end of 2011 and approximately another 30% would be exhausted by the end of 
March 2012. There was a risk that a large number of people without income would emerge, 
unless those receiving unemployment benefits successfully found jobs by the time their 
benefits were exhausted. 

In light of this situation, the government made the decision to extend benefits by an-
other 90 days in the coastal areas of the three affected prefectures (wide-area extended ben-
efits). I remember that, during the Study Group’s meetings in June, there was a strong sense 
among the members that wide-area extended benefits were unlikely to be used, because 
employment policymakers were greatly concerned that further extensions of employment 
insurance benefits might prolong workers’ separations from employment and de-motivate 
them from finding jobs. 

In fact, opinions were divided between supporters and opponents of the three benefit 
extensions implemented even in the affected areas. Repeated extensions may have been 
welcomed by unemployed people who had been failing to find jobs despite their best efforts. 
At the same time, employers desperately seeking to resume their business activities and who 
were placing jobs offers but failing to secure employees might have seen these extensions to 
be impeding their recruitment activities. However, I assume that the recognition that many 
people were still having difficulty finding jobs despite the gradually improving employment 
situation and the comparatively ample reserves for unemployment benefits led the govern-
ment to decide to extend benefits three times. 

However, no further extensions would be affordable under the existing system. In the 
future, it will be necessary to reinforce measures to promote employment among the 
long-term unemployed in the affected areas by providing them with greater opportunities to 
find jobs through reconstruction promotion projects and by enhancing organizations that 
can provide public vocational training. 

 



Japan Labor Review, vol. 9, no. 4, Autumn 2012 

96 

VI. Expectations for and Limits of the Job Seeker Support System 
 
Before the decision had been made to grant wide-area extended employment insur-

ance benefits, the job seeker support system to be put into effect concurrently with the ex-
tension (on October 1) attracted attention as a measure expected to achieve employment of a 
large number of disaster victims whose unemployment benefits would soon be exhausted. 

The job seeker support system is a new system launched under the Act on Support for 
the Employment of Specified Job Seekers through Implementation of Vocational Training 
(promulgated on May 20, 2011). It is a permanent version of the emergency human resource 
development support program, generally referred to as the funded training program, 
launched in July 2009 to respond to the rapidly worsening post-Lehman Crisis employment 
situation, in anticipation of the unemployment of a large number of non-standard workers. 

The job seeker support system that carries out the funded training program is de-
signed to ensure stable employment of unemployed persons who are ineligible for employ-
ment insurance, by providing them with (1) vocational training free of charge, (2) financial 
assistance to facilitate their participation in vocational training if they meet the prescribed 
requirements (in terms of their individual or household income, assets, etc.), and (3) vigor-
ous support for their job-hunting activities via public employment security offices. Persons 
eligible for this support system include workers who were ineligible for employment insur-
ance, those who were unable to receive employment insurance benefits as a result of not 
having been insured for a sufficient period of time, and those whose employment insurance 
benefits have been terminated, as well as new graduates who have yet to find jobs and 
self-employed persons and their families who have been forced out of business. 

In contrast to the funded training program, the job seeker support system places more 
importance on improving job seekers’ success in finding employment. Training is provided 
by private vocational training organizations accredited by the Japan Organization for Em-
ployment of the Elderly, Persons with Disabilities and Job Seekers (JEED). Accredited 
training organizations are provided with 50,000 yen per trainee on a monthly basis (accred-
ited training subsidy). There are two categories of training: “basic training” and “practical 
training.” For practical training, training organizations are awarded 10,000 to 20,000 yen 
per trainee in proportion to the rate of employment achieved, as an incentive to help trainees 
succeed in finding jobs. This system also provides vocational training benefits for trainees: 
100,000 yen per month during the three- to six-month training period, if they meet certain 
requirements (individual income of 80,000 yen or less or household income of 250,000 yen 
or less per month). 

If this system works well in the affected areas, it will provide those whose unem-
ployment benefits have been exhausted and those not covered by employment insurance 
(e.g. part-time workers and self-employed persons who have been forced out of business) 
with opportunities to participate in training and find employment. The job seeker support 
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system was dubbed a “second safety net” for employment and was expected to prevent 
those ineligible for employment insurance from becoming dependent on public assistance 
and to lead them back to employment. 

However, we must not have excessive expectations for the effect of the job seeker 
support system in its current state on increasing training opportunities and securing human 
resources for the reconstruction process in the affected areas. This is because, firstly, the 
adequacy of training opportunities within the whole area of a prefecture does not mean that 
sufficient opportunities are available in every city, town or village. It is difficult, in reality, 
to commute to urban areas where training opportunities are concentrated from surrounding 
areas affected by the disaster, as it takes substantial time to travel by train or car from most 
such areas. In addition, job opportunities are limited in the affected areas even for those who 
finish training courses for jobs which apply skills acquired through training, except in some 
industrial sectors, such as construction and nursing care services. 

We should also pay attention to the fact that pushing training organizations to ensure 
the success of job seekers in finding employment could have a negative effect as well. This 
idea was derived from criticism of the funded training program, which argued that ineffi-
cient training organizations survived because they were not under strong pressure to achieve 
successful results. On the other hand, the job seeker support system assures the quality of 
training to a certain degree, but at the same time creates a risk of excluding people experi-
encing greater difficulty in finding jobs from training. Such people include the long-term 
unemployed, elderly people, self-employed people who have been forced out of business, 
and women who can work in limited areas because of their duty to take care of their fami-
lies. Thus, there is a concern that this system raises the issue of cream skimming; that is, 
training organizations preferentially selecting trainees who have a greater potential to find 
jobs after finishing their training. 

In order to tackle these challenges, it is necessary to reform the current job seeker 
training system. For example, people who participate in intensive training for a certain pe-
riod of time far from the affected areas should be provided housing support (by housing 
them in employment promotion housing, public housing, and Urban Renaissance Agency 
rental housing) in addition to receiving benefits. In order to ensure that trainees are able to 
find jobs in the affected areas, it is also important to develop job offerings in line with the 
types of the training they receive. 

As of January 2012, staff members working for the affected prefectures’ public em-
ployment security offices were responsible for a large number of active job seekers. In 
Iwate, each staff member was responsible for 512 persons; in Miyagi the number was 776 
persons and in Fukushima, 724 persons. Despite the efforts of the prefectural labor bureaus 
to recruit additional counselors, the average number of active job seekers per staff member / 
counselor in these prefectures remains large at 63 persons. Since smooth implementation of 
the job seeker support system requires the active involvement of public employment secu-
rity offices, sufficient staffing is required to develop job offerings. 
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One possible solution to the issue of cream skimming may be to revise the existing 
amount of the accredited training subsidy—50,000 yen per trainee—which is uniformly 
applicable to all trainees, and make it a variable amount depending on the trainee’s level of 
difficulty in finding jobs. More specifically, it is recommended that guidelines for deter-
mining trainees’ relative levels of difficulty in finding jobs be formulated, according to fac-
tors such as their periods of unemployment, ages, academic records, and vocations. An in-
centive-based system should then be designed wherein training organizations would be paid 
a larger subsidy for successfully enabling a trainee with a higher level of difficulty to find a 
job. 

The current job seeker support system is effective to some extent in helping unem-
ployed persons who do not receive employment insurance benefits but who are very likely 
to find jobs quickly if they finish training and acquire additional skills. On the other hand, in 
order to help people who face difficulty in finding jobs or who are unwilling to be trained, 
the system should be refined to induce greater effort by trainees and training organizations. 
The first statutory review of the job seeker support system is scheduled to take place three 
years after its initial enforcement date. However, flexible and prompt action should be taken 
before that by budgeting additional subsidies or issuing notices as appropriate. Furthermore, 
given the impact of the Great East Japan Earthquake, which had not been anticipated at the 
time of the support system was codified, it may be appropriate to revise and refine the sys-
tem before the scheduled review, if necessary. 

 

VII.  Putting the Brakes on the Increase in Public Assistance Recipients 
 
The ideal form of reconstruction may vary depending on the circumstances in the af-

fected areas, but the situation that must be avoided from a medium and long-term perspec-
tive is the same: a rapid increase in the number of public assistance recipients resulting in a 
labor shortage for reconstruction work in an area, which also de-motivates disaster victims 
from taking part in the reconstruction process.  

In all three heavily damaged prefectures (Fukushima, Miyagi, and Iwate), the ratio of 
public assistance recipients among the general population was below the national average 
before the earthquake. As of March 2011, there were 11.3 public assistance recipients per 
thousand people in Iwate, 12.1 per thousand in Miyagi, and 9.5 per thousand in Fukushima, 
while the national average was 15.9 per thousand. However, coupled with the aging of the 
population in these prefectures which had been occurring before the earthquake, an exodus 
of young people has occurred that has yet to end, thus making it more difficult for elderly 
people to earn a living. Furthermore, I presume that the number of families in need of a 
childrearing allowance has also increased, because many families lost their primary income 
earners in the earthquake. 

There is a concern that the ratio of public assistance recipients will rapidly increase in 
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the affected areas unless appropriate measures are taken. Another challenge of reconstruc-
tion is to create an environment in which everyone who is ready and willing to work is able 
to find a job and earn a living irrespective of age, gender or any other factor. 

The job seeker support system is unlikely to encourage people who temporarily need 
public assistance to find jobs, because it provides vocational training benefits to people with 
monthly incomes of 80,000 yen or less, and as such would not encourage people who re-
ceive more in public assistance to voluntarily undergo training. In the first place, the job 
seeker support system targets only those with the motivation to work and does not seek to 
cover people who are not enthusiastic about seeking jobs. 

To rectify the current situation, it is advisable to design a new system wherein public 
assistance recipients see some benefit to training. For example, if they are able to receive a 
larger amount in assistance when they take accredited training than when they do not, they 
would be more motivated to take training. Furthermore, if public assistance were not en-
tirely stopped when a recipient finds a job after training, but rather continues to be provided 
to some degree, enabling a public assistance recipient to earn a larger amount in total in-
come, he/she would make a greater effort to find a job. 

The government has not been indifferent to promoting the shift from public support to 
independence through employment. Various support programs have been implemented in 
response to many recommendations to enhance employment support for public assistance 
recipients. For example, an agreement has been reached between local governments and the 
public employment security offices. Then the local governments will request employment 
support from public employment security offices based on information reported by welfare 
service offices dealing with people in need of such support, including public assistance re-
cipients, childrearing allowance recipients, and housing allowance recipients, as well as 
people having difficulty finding employment or making a living. Under this agreement, 
public employment security offices have employment support counselors work out support 
plans in line with the needs of such people and their living environments. A wide range of 
support programs are provided by these offices, from on-site counseling and other career 
consulting services to job preparation programs, trial employment, career building through 
public vocational training, job counseling and job placement, development of individual job 
offerings, and follow-up programs for adaptation to workplaces. 

According to the MHLW, as a result of initiatives to promote employment and adap-
tation to workplaces under the Support Program for the Shift from Public Support to Inde-
pendence through Employment and the Employment Support Program for Public Assistance 
Recipients, both the number of support recipients and the number of jobs they found in-
creased from 13,288 persons and 7,153 jobs in FY2008, to 21,139 persons and 12,597 jobs 
in FY2010, nationwide. Although I was unable to obtain information concerning the status 
of the implementation of the Support Program for the Shift from Public Support to Inde-
pendence through Employment in the affected areas, I worry that local governments and 
public employment security offices may have been too busy to establish cooperative rela-
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tionships to carry out support programs or that their cooperation might have failed to fully 
succeed. If this is indeed the case, detailed individual support programs should be further 
enhanced by taking such action as assigning a sufficient number of staff members (e.g. 
support counselors) to public employment security offices. 

 

VIII. Utilizing Fund Projects 
 
Employment restoration in the affected areas requires the creation of new job oppor-

tunities. From this viewpoint, the Post-Earthquake Response Project (to create job opportu-
nities for workers affected by the Great East Japan Earthquake) was launched and has been 
carried out in combination with other employment-related projects implemented since 
FY2009, namely the “Priority Area Job Creation Project” (to create job opportunities in 
areas with high potential growth, such as nursing care and medical care services, the envi-
ronment, etc.) and the Human Resource Development Project. The first supplementary 
budget for FY2011 allocated 50 billion yen for the new project. These job creation projects 
are incorporated into the Emergency Job Creation Project Special Fund set up in each pre-
fecture, and are outsourced to private businesses or NPOs or carried out directly by local 
governments. The Post-Earthquake Response Project covers various types of work, such as 
clean-up work in the affected areas (e.g., removal of debris and recovery of fishing tools 
that have washed away), planting for community development, assisting work at municipal 
offices, and patrolling for security in evacuation shelters and other places in the affected 
areas. 

The Job Creation Fund was originally set up in FY2008 as one of the “Measures to 
Support People’s Daily Lives,” to be carried out in the form of the Hometown Employment 
Revitalization Special Fund. This fund had its greatest effect by financing the Emergency 
Job Creation Project launched in response to Lehman Crisis in the fall of 2008. In FY2008 
and FY2009, 450 billion yen was expended from the fund as grants in relation to project 
plans formulated by prefectural and municipal governments. The grants were used to en-
courage private businesses to hire job seekers, with the goal of flexibly creating jobs. 

The Job Creation Fund Project started to play a significant role in improving overall 
employment trends at a relatively early stage after the earthquake. The progress report of the 
Japan As One Work Project states that about 26,000 persons found jobs in the three affected 
prefectures through the Job Creation Fund Project (as of January 16, 2012). Along with the 
utilization of employment adjustment subsidies, this fund project can be appreciated as 
having achieved some positive results in response to rapidly changing employment trends 
affected by Lehman Crisis and the Great East Japan Earthquake.  

Another job creation measure, the subsidy for employment development for disaster 
victims, was also set up and 6.3 billion yen was allocated to it in the first supplementary 
budget. This subsidy was to be granted to businesses that hired disaster victims (500,000 
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yen per person for large businesses and 900,000 yen per person for small and medium-sized 
businesses). As of December 2011, 887 businesses had been selected to receive the subsidy. 

For the purpose of achieving complete employment restoration in the affected areas, 
the government decided to launch a new project—the Employment Restoration Promotion 
Project—backed up by the third supplementary budget for FY2011. This is a two-pillar 
project consisting of the “Business-based Job Creation Project,” which focuses on job crea-
tion along with industrial revitalization, and the “Job Creation Project for Everybody,” 
which aims to create independent businesses through the transmission of knowledge and 
skills from older to younger workers, active recruitment of women and persons with disa-
bilities, and promotion of community-based work styles. Support will be provided under 
these projects for up to three years, until FY2015. 

With regard to temporary employment of workers as assistants at municipal offices, 
implemented as an emergency stopgap employment measure, a sensitive issue is how long 
such employment should be maintained. Temporary measures taken by local governments 
to directly hire persons who were engaged in agriculture, forestry or fisheries independently 
may be somewhat effective in enabling those persons, who are not covered by employment 
insurance, to earn an income. However, such measures should be implemented only on a 
temporary basis, because they will hinder self-sustaining reconstruction if they are contin-
ued without limitation. When making use of fund projects, local governments are required 
to maintain an appropriate balance between providing security with a minimum standard of 
living through direct employment and self-sustaining reconstruction led by the private sec-
tor.  

Nevertheless, it is very likely that flexible and prompt action in setting up and utiliz-
ing the fund projects has been successful in preventing a larger increase in the unemploy-
ment rate in the face of events with the potential to cause unexpected and rapid worsening 
of the employment situation, such as Lehman Crisis and the Great East Japan Earthquake. 
Fund projects have the advantage in terms of flexibility and convenience, but at the same 
time, they have the disadvantage that their purposes and effects are not always verified 
completely. Strict data-based scrutiny should be applied in the assessment of fund projects. 

 

IX. Providing Support on a Group Basis or Individual Basis 
 
Immediately after the occurrence of the earthquake, the economic problem of “supply 

chain disruptions” attracted attention. Today, companies throughout the country, particularly 
those in the automobile and electronics industries, are linked by complicated supply chains, 
and a risk emerged that the damage in the Tohoku region would not only result in the stag-
nation of one regional economy but could have a serious negative impact on production and 
distribution mechanisms throughout the country. 

In light of this situation, the government, under the aegis of the Small and Medium  
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Table 2. Concentration Ratio of Job Creation 

 
Source: From the findings in the joint research by Professor Hiroshi Teruyama 

and the author, based on the 2002 Survey on Employment Trends (MHWL). 
 

Enterprise Agency, fully implemented the “Subsidy Project for Restoration and Construc-
tion of Facilities and Equipment by SME Groups,” which aims to support groups of SMEs 
damaged by the earthquake. Specifically, under this project, a group of SMEs or industrial 
cooperatives in an affected area formulates a recovery project plan, and if this plan is ap-
proved by the relevant prefectural government, a subsidy will be granted to the group from 
the supplementary budget to cover the costs of restoration and construction of facilities and 
equipment. 

Starting in August 2011, the selection process was carried out three times. Project 
plans amounting to 206.4 billion yen were selected and subsidies were granted to 172 
groups in total. The results of the first selection in August show regional characteristics; in 
Miyagi, most applicants were SME groups engaged in manufacturing which integrate im-
portant local businesses, such as a group forming an electronic component supply chain, 
whereas in Iwate, groups engaged in marine product processing accounted for a large share. 

It may be extremely important to verify to what extent subsidies for these SME 
groups contributed to creating jobs. The precedent studies on job creation suggest that 
providing intensive support to individual enterprises is more effective in job creation than 
providing support on a group basis.  

Table 2 presents an extract from the findings of the research on the job creation con-
centration ratio, which I carried out jointly with Professor Hiroshi Teruyama of Kyoto Uni-
versity. Specifically, the table indicates the percentage of business establishments which 
hired new employees in 2002, organized by the amount of the increase in number. 17.3% of 
the business establishments—the overwhelming majority—hired one or two new employees 
within one year. However, the degree to which establishments which hired only one or two 
new employees contributed to overall job creation nationwide was rather small, at 27.1%. 

What is shocking about this table is the fact that only a very small number of estab-
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lishments amounted to a large share of the total job creation. Establishments that hired 25 or 
more new regular employees annually accounted only for 0.9% of all establishments, but 
the share of the overall jobs created by these establishments was as large as 18.6% of the 
total job creation. Furthermore, establishments that hired ten new employees or more annu-
ally, which accounted only for 2.9% of all establishments, brought about 36.7% of the total 
job creation. 

Another analysis also suggests that job creation is concentrated at certain enterprises. 
The 2011 White Paper on Small and Medium Enterprises in Japan states that approximately 
50% of all jobs created between 2002 and 2007 were created by only about 7% of all enter-
prises nationwide. The white paper calls such enterprises with job creation potential “ga-
zelles,” an agile animal with the ability to jump very high, according to the American 
economist David Birch. 

These findings give us hints as to how we should promote job creation, at least quan-
titatively. If support is provided to many enterprises with lower job creation potential, the 
positive effect arising from such support will be limited. However, providing intensive 
support to some enterprises with high growth potential will lead to creating jobs on a larger 
scale. 

Development of an environment conducive to sustainable job creation is a big chal-
lenge not only in the post-earthquake period but also for the future of this country. Which is 
more effective in job creation: the group-based support adopted as a post-earthquake meas-
ure or intensive support for some select enterprises? We should explore the best job creation 
policy for the future from this viewpoint, while at the same time taking the progress of the 
reconstruction project into account. 

 

X. Conclusion 
 
One year after the occurrence of the earthquake, the overall employment situation in 

the affected areas is now recovering. The ratio of job offers to job seekers in the three af-
fected prefectures stood at 0.48 in March 2011. It exceeded this level in June 2011 and con-
tinued to rise thereafter, finally reaching 0.78 in January 2012. According to the Labor 
Force Survey (Ministry of Internal Affairs and Communications), the unemployment rate in 
the Tohoku region in the period from October to December 2011 fell 1.0 point below the 
previous year’s level. In contrast to the fact that the index of improvement in the unem-
ployment rate for Japan as a whole during the same period declined 0.5 point from the pre-
vious year, the employment recovery in the Tohoku region is outstanding. 

An important research task for the future may be to closely analyze and capture the 
effects of the policy measures implemented thus far on the employment recovery in the af-
fected areas. To achieve this, it is necessary not only to focus on employment achieved di-
rectly through employment policy, but also to take into account the secondary job creation 
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effect. At the same time, negative effects should also be studied, such as the impediment 
public employment projects present to job creation by the private sector, generally called 
“crowding-out,” and the deterioration of the employment situation due to the exodus of the 
labor force.  

Strict policy evaluation studies require the accumulation and utilization of adequate 
data. In light of the differences among municipalities in terms of the impact of the earth-
quake and the progress of their reconstruction processes, we will have to wait until the Pop-
ulation Census scheduled for 2015 to conduct a detailed regional comparison. Meanwhile 
new questions concerning the impact of the earthquake on employment have been added to 
the Employment Status Survey scheduled for the fall of 2012. Specifically, the survey will 
ask questions, on a municipal level, such as whether the respondents lost their jobs, were 
laid off, or were evacuated from the affected areas due to the earthquake, and whether they 
have changed residences since the earthquake. As this survey will target about one million 
people nationwide, it is expected to provide useful reference data to verify the impact of the 
relevant policy measures.  

We should not be overly optimistic despite the fact that employment in the affected 
areas is recovering. The increase in new job offers is largely due to the construction industry 
which is rapidly revitalized by public expenditures for reconstructing infrastructures while it 
has been experiencing chronic job losses since the late 1990s. However, partly due to the 
previous low demand in this industry, there is currently an insufficient number of experts 
equipped with advanced skills or licenses as well as companies engaged in the construction 
business to meet the demand for construction work. Considering that reconstruction subsi-
dies, which finance reconstruction projects, are to be granted only for a limited period of 
time, it is unrealistic to expect that the current construction boom will last over the long 
term. The future of employment in the affected areas will depend on whether we can create 
and maintain groups of enterprises which can serve as regional cores, rather than relying 
only on construction-related sectors. 

Despite overall improvement in the employment trends, the situation remains severe 
for women, elderly people, entrepreneurs who have been forced out of business, and people 
without higher education. It is hoped that support will be provided for these types of people 
on an individual, continuous and comprehensive basis, while clarifying the background 
factors that bar them from finding jobs. 

What we should keep in mind as the lessons from the experience of Lehman Crisis in 
the fall of 2008 and the Great East Japan Earthquake in 2011 is that we should build an em-
ployment system capable of reviving in the face of the rapid and large-scale deterioration of 
the employment climate. We should begin studying at all levels, including the national and 
local government level, private enterprises, cooperatives, and individuals, what such a resil-
ient employment system would look like. 
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The Great East Japan Earthquake and a Future Vision for Labor Law 
in Japan 
Shinobu Nogawa 
Meiji University 

 
This paper discusses a future vision for the labor law system in Japan, while 
taking into account the situation after the Great East Japan Earthquake. Upon 
the occurrence of the earthquake, the government took emergency measures 
which may have been inadequate, but which have been effective to some de-
gree in preventing the labor market from rapidly plunging into turmoil and in 
maintaining employment to the greatest possible extent. However, these 
measures were based on the conventional type of employee insurance system, 
and it would not be advisable to use the same approach in the future. Japan had 
been experiencing an increase in the number of non-standard workers even 
before the earthquake, as well as a gradual decrease in the total number of em-
ployed persons, and it has also been under pressure to achieve an appropriate 
work-life balance for its workers. In view of these circumstances and in order 
to establish a labor law system in anticipation of large-scale natural disasters, 
increasing opportunities to work to the greatest extent possible is a critical task. 
To achieve this, the government should firstly provide non-standard workers 
with opportunities to develop their careers and undergo vocational training, 
and offer them opportunities to work other than as company employees, such 
as at NPOs or workers’ cooperatives. Secondly, the government should 
strengthen the secondary labor market as a foothold to stable employment, and 
should consider improving the support system for job seekers and establishing 
a labor contract system. 

 

I. Labor Policy after the Great East Japan Earthquake 
 

1. Measures Taken by the Government Immediately after the Earthquake 
The earthquake and tsunami that occurred on March 11, 2011, caused enormous 

property damage and loss of life. Emergency employment and labor policy measures were 
required to cope with the problems faced by workers, such as harm caused to their lives and 
health and that of their families and damage to their residences, not to mention the loss of 
employment and wages due to damage to their workplaces. Employers were also directly or 
indirectly affected by the disaster, and some were forced to cease operations or experienced 
difficulty due to damage to their parent or affiliated companies. These circumstances had a 
great impact on their treatment of workers. 

It should be noted that the government took measures as quickly as it could in re-
sponse to this unprecedented crisis. The Ministry of Health, Labour and Welfare (MHLW) 
issued nearly 20 notices in rapid succession on the very day that the earthquake occurred, 
requesting support and rescue for persons in need of care, elderly persons, and persons with 
disabilities. The MHLW instructed the authorities concerned to extend the payment terms of 
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social security contributions for disaster victims, clearly showing consideration for people 
in need of special attention. The MHLW also quickly took necessary measures in the field 
of employment and labor policy, such as instructing prefectural labor bureaus to promptly 
and flexibly handle applications from affected workers for industrial accident compensation 
insurance benefits (Notice of the Labour Standards Bureau, Worker’s Compensation De-
partment, Compensation Division, No. 9). 

The MHLW issued another notice on March 17, entitled “Special Measures Concern-
ing Employment Adjustment Subsidies in Response to the Occurrence of the Great East 
Japan Earthquake” (Notice of the Employment Security Bureau, No. 2), in which it provid-
ed special measures concerning the payment of government subsidies for employment ad-
justments by employers in the affected areas. Then, after expanding the scope of employers 
covered by the special measures by way of its notice dated April 5 (Notice of the Employ-
ment Security Bureau, No. 16), the MHLW further issued notices and instructions in order 
to take the best measures while giving due consideration to the interests of those affected by 
the disaster, in terms of the payment of employment insurance benefits, industrial accident 
compensation insurance benefits, unpaid wages (which were temporarily paid by the gov-
ernment on behalf of employers), and public assistance benefits, as well as the overall ap-
plication of the Labor Standards Act and the Labor Contract Act.1 The MHLW compiled all 
of the information on the measures taken in response to the earthquake and made it availa-
ble to the public on its website (Information on the Great East Japan Earthquake), with the 
aim of promoting the comprehensive and functional use of such information. 

The abovementioned efforts made by the government deserve appreciation as emer-
gency measures at least, and there is no doubt that they prevented the employment situation 
in the affected areas from becoming more serious to some degree. 

However, the outcomes of these measures demonstrate the limits of what could have 
been done by the government at that time. The first limit, the counterpoint of the abovemen-
tioned benefit, is that none of the measures taken after the earthquake represented drastic or 
extensive policy developments, and were rather policy measures which had already been 
available and which were enhanced only by increasing the speed of their implementation or 
their scope. For instance, the relaxing of the requirements for employment adjustment sub-
sidies and the expansion of their scope may have been temporarily effective in preventing 
turmoil in the labor market, but the employment adjustment subsidies should not have been 
used as a major countermeasure as their future reduction or elimination had been previously 
discussed. In addition, extensions for the payment of social security contributions reduced 
the burden on affected workers, but given that claims for employment insurance benefits 
increased in the post-earthquake period, this action reduced the funds available for benefits 
and placed further strain on the national treasury, further worsening the national fiscal situa-
                                                           

1 Nogawa, Q&A Shinsai to koyo mondai [Questions and answers: Earthquake and employment is-
sues] (Tokyo: Hoji Homu, 2011), 219ff., provides a list of these notices and instructions issued by the 
government. 
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tion. 
In addition, government agencies were also damaged by the disaster and were unable 

to take the systematic measures they had intended to. In fact, the disaster hit labor standards 
bureaus, public employment security offices (generally called Hello Work offices) and other 
entities in charge of labor administration located in the affected prefectures in the Tohoku 
region, compelling them to rely on support from the relevant agencies in the surrounding 
areas. As it was naturally anticipated that there would be limits to what the government 
agencies could do to cope with the situation, the private sector should have played a leading 
role in helping affected workers. However, due to the lack of a system that could help NPOs 
provide support efficiently and effectively, the large number of volunteers who headed for 
the affected areas individually or in groups were unable to function satisfactorily and were 
unable to effectively complement the limited measures taken by the government. 

 

2. Japan As One Work Project 
The Japan As One Work Project, designed and implemented by the government as a 

full-scale comprehensive initiative, was a turning point in post-earthquake employment 
policy. The government held the Conference on the Promotion of Employment Support and 
Job Creation for Disaster Victims on March 28, which decided on the Phase 1 Counter-
measures on April 5, and the Phase 2 Countermeasures on April 27, respectively. 

In Phase 1, the conference adopted basic guidelines which provide that disaster vic-
tims’ employment and lives will be supported by Japan becoming one, through the follow-
ing measures: (i) creating employment opportunities for disaster victims by utilizing the 
companies and resources located in the affected areas on reconstruction projects; and (ii) 
helping disaster victims find employment outside the affected areas if they wished while 
carefully taking the desires of disaster victims and of local areas that accommodate them 
into consideration. Specifically, the conference adopted the following measures to promote 
job creation: [1] promotion of reconstruction projects, such as restoration of infrastructure, 
removal of debris, construction of temporary housing, and repair and rebuilding of homes 
affected by the disaster; [2] expansion of the “job creation project in priority areas” and the 
“emergency job creation project,” by adding “post-earthquake response areas” to the priori-
ty areas targeted in the former project, and by abolishing the one-year limit on the employ-
ment period under these projects; and [3] prioritizing the employment of people from local 
areas by increasing opportunities for local construction companies to receive commissions 
for ongoing restoration projects and providing incentives in the form of employment subsi-
dies for companies that hire people who have lost their jobs due to the disaster. Secondly, 
with the aim of building a system to match disaster victims to jobs, the conference decided 
to [1] enhance the ability to match disaster victims to jobs in the affected areas by expand-
ing the functions of public employment security offices and holding job fairs for disaster 
victims, and [2] enhance the ability to match disaster victims to jobs outside the affected 
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areas by securing job opportunities for those engaged in work related to agriculture, forestry, 
and fisheries and for self-employed workers. Thirdly, in order to maintain and secure em-
ployment for disaster victims, the conference advocated [1] expanding the employment ad-
justment subsidy system by broadening the scope of the special measures from five prefec-
tures to include more areas in need, and by implementing new special measures for busi-
nesses located outside the affected areas but with close business relationships with those in 
the affected areas, and [2] assisting affected students in finding employment by increasing 
the subsidies for employers who hire them. 

The goal of Phase 2 was to implement the countermeasures through budgeting and 
legislation. Specifically, while moving forward with the countermeasures launched in Phase 
1, the conference decided on the following measures: [1] providing additional subsidies 
(Employment Development Subsidies) for companies that hire disaster victims; [2] 
strengthening public employment security offices’ on-site employment counseling services, 
and increasing the number of special staff promoting the development of job opportunities; 
and [3] expanding the employment adjustment subsidy system (granting subsidies for up to 
300 additional days of business cessation during the period covered by the special 
measures; extending the period of the temporary measures [to cover persons insured for a 
period of less than six months.])  

On October 25, the conference laid out the Phase 3 Countermeasures based on the 
third supplementary budget. Backed up by budgetary measures to support employment re-
covery, the conference clearly indicated three major goals while setting specific numerical 
targets: [1] job creation through the revival and reconstruction of local economies and in-
dustries (5.7 trillion yen; jobs to be created for 350,000 people); [2] integrated support for 
industrial development and employment (0.4 trillion yen; jobs to be created for 150,000 
people); and [3] training personnel who contribute to reconstruction and support to place 
disaster victims in stable jobs (0.1 trillion yen; supporting employment for 70,000 people). 
The specific measures taken to achieve these goals, as decided by the conference, include 
the following: [1] support for business entities (establishment of a subsidy program for the 
construction of production bases in growth areas, and continuation and expansion of finan-
cial support for small and medium-sized enterprises [SMEs]); [2] support for the agricultur-
al, forestry, and fisheries industries and for the tourism industry (early recovery and rein-
forcement of agricultural land and facilities and sea ports and fishing grounds, as well as 
prevention of harmful rumors regarding affected areas); [3] reduction of corporation taxes 
(creation of a tax system to promote the establishment of new companies by freeing newly 
established companies from taxation for five years); and [4] extension of the payment of 
employment insurance benefits (90-day extension implemented in the coastal areas of the 
three affected prefectures: Iwate, Miyagi, and Fukushima).  

Phrase 3 is the only phase of the project which presents specific, direct measures 
backed up by the necessary financial resources. As of January 2012, the conference had the 
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following outlook with regard to the implementation of these measures.2 
In the area of “job creation through the revival and reconstruction of local economies 

and industries,” 206.4 billion yen had been spent to provide subsidies for the restoration of 
facilities for common use by SME groups, and an additional 50 billion yen was allocated 
under the FY2012 budget. Under the program for the construction of temporary stores and 
other facilities, 201 facilities have been completed (applications have been accepted for 515 
facilities). However, the conference did not indicate the budgets allocated or numerical tar-
gets in relation to the other measures listed in Phase 3, namely support for agricultural, for-
estry and fisheries industries, promotion of an integrated community care system, creation 
of the Great East Japan Earthquake Subsidy, and promotion of projects relating to the envi-
ronment and new types of energy use. The conference only stated that these measures were 
under consideration or expected to be implemented by the end of FY2012. In the area of 
“integrated support for industrial development and employment,” the program for compre-
hensive employment recovery in the affected areas was expected to create jobs for 5,000 
persons by the end of March 2012 and for about 45,000 persons by the end of March 2013 
in the three affected prefectures. By increasing the funds for the emergency earthquake, etc. 
employment program, the conference expected the creation of jobs for 5,000 persons by the 
end of March 2012 and for about 20,000 persons by the end of March 2013. In the area of 
“training of personnel who contribute to reconstruction and support to place disaster victims 
in stable jobs,” the conference stated that public vocational training had already been pro-
vided for 12,165 persons in total and would be provided for an additional 6,468 persons 
during the period between January and March 2012 in the three affected prefectures. Under 
the program for employment of disaster victims in agriculture, the conference stated that 
550 trainees would be selected by the end of April 2012, and through the extension of the 
program to support the employment of new graduates, support measures would be provided 
for 2,500 new graduates affected by the disaster by the end of March 2012. 

Furthermore, the conference confirmed the results of the unemployment benefit sup-
port program implemented immediately after the earthquake and announced the termination 
of the extension of unemployment benefit payments for affected workers, declaring that it 
would make every effort to create more jobs by promoting industrial policy measures to 
revive and reconstruct local economies and facilitate the offering of jobs in restoration and 
reconstruction projects through the effective functioning of the network of public employ-
ment security offices. As of November 2011, 64,232 persons had received unemployment 
benefits in the three affected prefectures. 

 

                                                           
2 MHLW, “Further Employment Support under Japan As One Work Project, and the Outlook for 

Implementation” (January 20, 2012). 
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3. Assessment of the Labor Policy Measures Implemented Thus Far, and Issues for 
the Future  

We are unable to make a proper assessment of the labor policy measures that have 
been implemented in response to the post-earthquake situation only one year after the Great 
East Japan Earthquake. However, while in the process of developing a new type of labor 
law system which takes the experience of this disaster into account, we should attempt a 
tentative assessment of the effects of these comprehensive measures to some extent and 
explore future options based on this assessment. 

From this viewpoint, there is no denying that the implementation of the employment 
policy projects lacked speed, as described above. As of January 2012, the specific numerical 
data provided in the government’s projections for the measures to be taken under the Japan 
As One Work Project were largely targets for the future, and the achievements up to that 
time were largely attributed to the expansion of the conventional systems for granting un-
employment benefits and employment adjustment subsidies or to the implementation of 
temporary support measures. This outcome must be said to be far from satisfactory for a 
taskforce set up as early as March 28, 2011. The total number of jobs expected to be created 
directly through the project did not even reach 70,000, and other job creation projections 
were nothing more than qualitative assumptions which relied on the implementation of in-
dustrial policy measures or action by public employment security offices. In light of the 
urgency of the situation—in particular, the fact that the government’s estimate of the num-
ber of jobs to be created by the end of FY2012 falls below 70,000, although it had an-
nounced Phase 1 as early as the beginning of FY2011—, doubts have arisen about the effec-
tiveness of the policy measures. 

At the same time, it can be said that a catastrophic effect on the employment situation 
as a result of the earthquake was narrowly avoided. As would be expected, the total number 
of active job offers in the three affected prefectures dropped in March 2011 by 8.9% over 
the previous month, but rose thereafter on a month-to-month basis for almost all of 2011, 
increasing from 61,290 job offers in March to 106,239 in November. The number of new 
job offers also dropped sharply in March, by 26.6% over the previous month, but rose rap-
idly in April by 61.5% and continued to increase in every month except August, finally 
reaching 43,484 new job offers in November, more than a 100% increase from the level in 
March (21,578 new job offers). Similarly, the number of job seekers who were successful in 
finding employment decreased markedly—in March by 40.7% and in April by 19.5% over 
the respective previous months—but then dramatically increased by more than 20% on av-
erage from May through August, reaching 11,864 in November, up by 11.9% over the pre-
vious year. We should of course not overlook the fact that the total number of job separation 
slips, which must be submitted to receive unemployment insurance benefits, reached 
204,036 in the three affected prefectures during the period between March 12 and Decem-
ber 18, 2011, 1.5 times the number submitted in the previous year. Even taking this into 
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consideration, we can at least say that the employment situation remained better than ex-
pected, when compared to the situation in other areas, such as housing, medical care, wel-
fare programs, and industrial development. 

Thus, although the government-led large-scale project has not been sufficiently suc-
cessful, employment has been protected comparatively well. This phenomenon demon-
strates that conventional employment measures—i.e., the granting of employment adjust-
ment subsidies to maintain employment and the networking of public employment security 
offices and local agencies to secure employment—have been exceedingly effective. How-
ever, the results also lead to the assessment that the new project launched by the govern-
ment has not even played a role in complementing these conventional measures. It is a val-
uable finding that conventional measures have proven effective in a crisis of such a scale, 
but this effect is due partly to the structure of the labor market and the employment envi-
ronment in the three affected prefectures. Looking to a future in which it may become im-
possible to avoid similar disasters, we must review the issues found as a result of this pro-
ject and explore ways of reconstructing the labor law system. 

 

II. Designing a System in Anticipation of Large-Scale Natural Disasters 
 
In the past, the impact of economic fluctuations on employment was studied under the 

premise that the business cycle is inherent to a capitalist economy. The main objective of 
employment policy was to realize full employment given the cyclical economic process 
wherein a boom creates a bubble, which leads to a crisis, and then another boom following 
the resulting recession. The collapse of Lehman Brothers in 2008 and the subsequent eco-
nomic situation has had such a serious impact on the global economy that even the risk of a 
panic cannot be denied. The measures implemented on that occasion in the area of employ-
ment also centered on variations on conventional policy measures: reinforcement of the 
shrinking labor market by maximizing the employment insurance system and increasing 
employment adjustment subsidies to promote the efforts of individual companies to main-
tain employment. It is worth noting in connection with the establishment of a new labor law 
system that the implementation of these measures resulted in the enactment and enforce-
ment of the Job Seekers Support Act, which will be discussed later.3 

The structure of the economic fluctuations and the objectives of employment policy 
will basically remain unchanged for the time being, but given the possibility that an external 
factor of considerable scale, such as this great earthquake, could cause devastating damage 
to the employment system in an instant, it goes without saying that we must implement an 
employment system with some resistance to these kinds of unforeseen events. In particular, 

                                                           
3 The Job Seekers Support Act was created by codifying the emergency human resource develop-

ment support program (fund-sponsored training program) originally established as a tentative program 
in response to employment uncertainty after the Lehman Crisis. 
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Japan is one of the most earthquake-prone countries in the world, and its topographical fea-
tures—its many volcanoes, as well as its many rivers and the fact that it is surrounded by 
the ocean—will always carry the risk of various kinds of natural disasters. As is apparent 
from a report that there is a 70% of chance of a magnitude 7 or larger earthquake occurring 
in the Tokyo metropolitan area within the next four years, Japan must equip its employment 
system in preparation for the occurrence of such a disaster. 

The question, then, is what employment and labor policy should be formulated. As a 
prerequisite, in order to respond to the threat of a large-scale unexpected event, the system 
should be doubly and triply reinforced to ensure that it is capable of mitigating the impact of 
such an event. For example, a system which protects long-term employment, designed to 
maintain employment at individual companies to the extent possible, would not work if 
companies’ activities collapse in a chain reaction within an extremely short period of time. 
Obviously, most of the large number of workers who would suddenly lose their jobs and be 
thrown out of their workplaces in such an event would not be able to find new employment 
if they have only acquired skills specific to the companies where they worked. A framework 
must therefore be built in anticipation of large-scale job losses within a short period of time. 

Policy measures in response to such a situation may first of all include encouraging 
workers to make efforts on a daily basis to acquire universal vocational capabilities which 
would enable them to find new jobs quickly, enhancing the job market for those who want 
to change their current jobs, and keeping career paths open to workers to enable them to 
escape unstable employment. These should be considered preventive measures to be taken 
in response to the threat of a sudden and rapid shrinking of the labor market. Secondly, 
providing more opportunities to work other than as company employees, such as helping 
people find jobs at NPOs, workers’ cooperatives, and micro businesses, and facilitating the 
formation of entrepreneur cooperatives, should also be fully discussed. It will thus be possi-
ble to achieve results beyond those possible with conventional labor market policy, by 
making minor changes to the Japanese social structure, in which most people tend to work 
as company employees, and thereby offering as many choices as possible. Thirdly, in order 
to smoothly implement such an employment policy, due consideration must be given to the 
position of workers in the transitional process. To be more precise, substantial support 
should be provided for workers during the period of their unemployment, and at the same 
time, an appropriate process for changing jobs and developing careers must be established. 
These goals should not be achieved merely by providing employment insurance benefits or 
temporary monetary benefits but should rather be developed into permanent systems. Fur-
thermore, if the employment environment is sufficiently improved in this regard, more dra-
matic reforms, such as the establishment of a system to resolve disputes over dismissal with 
monetary compensation and lifting the ban on concurrently holding two or more job posts, 
would become possible. 

By implementing the policy measures suggested above, the labor market will become 
more stable and flexible, providing it with a variety of means to absorb excess labor in the 
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face of a sudden labor surplus. 
 

III. Actual Direction of the Labor Law System Reforms 
 

1. Development of Job Experience and Career Building 
The Job Creation Fund was used by the government after the earthquake to directly 

create new jobs in the affected areas. This fund was to be allocated to the job creation pro-
ject in priority areas and the emergency job creation project, both of which were expanded 
accordingly. Supported by this fund, which was used in every prefecture, local governments 
are struggling to create new jobs in the affected areas by taking various measures. One of 
these measures is a program wherein people affected by the disaster are paid to engage in 
restoration and reconstruction projects in the affected areas. They can then use their pay to 
rebuild their lives, in accordance with the concept of cash-for-work (CFW). Specifically, 
disaster victims engaged in various kinds of work necessary for the operation of evacuation 
shelters in the affected areas (e.g. providing security, taking care of elderly people and chil-
dren, preparing meals, and supporting administrative affairs) are to be paid for their work. 
The CFW concept was originally derived from a project carried out in Africa to distribute 
food to refugees in exchange for their engagement in work, such as drought prevention.4 It 
has come to be used to secure employment for disaster victims while encouraging them to 
participate in the restoration and reconstruction process. However, the CFW scheme is de-
signed only to achieve the goals set for the initial stage immediately after the disaster, i.e., 
participation of disaster victims in the restoration and reconstruction process, and needless 
to say, the issue that arises here is how to link their engagement in such temporary work to 
stable employment after the reconstruction process gets on track to a certain level. As the 
CFW scheme involves a variety of parties, including not only government agencies but 
NPOs and citizens’ groups, as well as many staffing companies that play a role in ensuring 
efficient job matching, it is expected that a network for each type of work will be expanded 
and organized, thereby firmly establishing the work as an independent business and ulti-
mately providing a sort of permanent employment.  

Conventional employment measures, such as helping employers maintain employ-
ment via increased employment adjustment and SME subsidies and creating jobs through 
the reconstruction of local industries and the creation of new industries, result in the restora-
tion of the traditional company-reliant employment system which would remain vulnerable 
to disasters in the future. By contrast, the CFW scheme is notable because if it were to suc-
ceed in creating new types of business entities, it could possibly bring about a new model of 
employment different from the traditional, self-contained model that has heretofore been 
adopted by companies. For example, after the earthquake, in addition to members of the 

                                                           
4  For the specific significance and functions of the CFW scheme, see the article entitled 

“ Kyasshu-fo-waku ga Nihon wo Sukuu? [Will CFW save Japan?],” Posse 13 (November 2011). 
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Japan Self-Defense Forces and government personnel, a number of volunteers assembled in 
the affected areas, and various non-governmental organizations such as labor unions, citi-
zens’ groups, and workers’ cooperatives engaged in restoration work. The operations under-
taken by these organizations were temporary and did not directly lead to the creation of 
permanent jobs in the affected areas. If the building of an alternative employment system is 
urgently needed, aggressive efforts need to be made to develop an environment linking the 
CFW scheme to permanent employment. To achieve this, the government should provide 
more financial assistance for the establishment and management of NPOs, codify workers’ 
cooperatives, support micro businesses, promote the creation of social enterprises, abolish 
the union shop rule; abolish the check-off system, expand the scope of the definitions of 
“employer” and “worker” under the Labor Union Act and develop laws enabling labor un-
ions to be independent of companies (e.g. a tax system to support labor unions). 

It is assumed that these new type of business entities will be more motivated to take 
part in the target project and to increase their specialized capabilities in relation to the type 
of project, rather than merely increasing the size of their businesses or their profits. Ac-
cordingly, more emphasis will be placed on the job experience and career building of indi-
vidual workers rather than on the features relating to the organizational structure of the pro-
ject. From this viewpoint, it is necessary to develop a system and institution to help workers 
improve their careers. This will lead to increased mobility in the labor market as a whole 
and will benefit conventional Japanese corporations as well, as they are under continual 
pressure to become more internationally competitive. As is well known, talented university 
students in the United States are most eager to find employment in IT ventures and other 
new businesses. They do not see joining a large corporation to be a priority. If these new 
types of business entities become popular in Japan, more young people will aspire to culti-
vate their abilities while working in efficiently managed micro businesses, and to then start 
up NPOs of their own. The need to develop human resources equipped with universal edu-
cations and career experience rather than capabilities useful exclusively to a particular 
company has been repeatedly pointed out. It is absolutely necessary to carry out reforms 
based on the current state of conventional employment, but at the same time, we must not 
think lightly of taking action in anticipation of a new employment system. Japan has to cre-
ate labor market policy with the risk of a large-scale natural disaster always in mind, and 
cannot avoid tackling the reorganization of the employment system, among other reforms. 

 

2. Reorganization of the Employment System  
In order to build a disaster-resistant labor market, it is essential to create new types of 

business entities that suit the abovementioned job/career-oriented employment approach. 
Among these business entities, NPOs have not yet been given sufficient legislation to fulfill 
their potential. The government should enact the necessary measures as soon as possible, 
such as relaxing the requirements for the establishment of NPOs (e.g. relaxing the require-
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ment that an NPO have at least ten members and simplifying the authorization procedure) 
and applying preferential treatment to them in terms of the taxation of donations (e.g. low-
ering the minimum donation tax deduction [10,000 yen for income tax and 100,000 yen for 
local inhabitants tax], extending the authorization period [two years], and introducing a 
provisional authorization system). At the same time, in order to prevent anti-social groups 
from obtaining NPO status while ensuring that NPOs act properly and vigorously, the gov-
ernment should also strengthen the system for ensuring the transparency of NPO activities, 
such as disclosure of their activity reports. At present, 60% of all NPOs in Japan have an 
annual income of five million yen or less. Among these, 46.7% operate at a deficit and 
14.9% are insolvent. Issues that cannot be attributed immediately to deficiencies in legal 
systems or administrative measures are to blame for this serious situation, but there is no 
doubt that promoting system reform is a top priority. 

The delay in passing legislation related to workers’ cooperatives may also be a prob-
lem. A workers’ cooperative is a type of organization widely used in developed countries 
other than Japan, first established by Father José María Arizmendiarrieta in Mondragón, 
Spain, in the mid-20th century; it has since spread widely and has rapidly developed.5 Un-
like a general type of industrial cooperative, a workers’ cooperative is established with 
funds contributed by its worker-members, and profits earned by the cooperative are distrib-
uted to them. As workers themselves are responsible for establishing and managing the co-
operative and earn profits from it, there is, in principle, no labor contract or la-
bor-management relationship between workers and the cooperative, and participants in the 
cooperative do not fall within the definition of “workers” under the Labor Standards Act. 
Although some arrangements could be made to give members of workers’ cooperatives the 
status of workers under the Labor Standards Act, the workers’ cooperatives bill now being 
deliberated in the Diet would not offer them such status. It is true that a workers’ coopera-
tive is a common type of organization throughout the world, and that there are complicated 
factors behind the failure of the bill to mature into a law, but the most important problem is 
that the creation of workers’ cooperatives as legal entities has not been supported widely 
among the general public or sufficiently supported by various other organizations that 
should be championing it, such as the Labour Lawyers Association of Japan. It cannot be 
completely denied that members of workers’ cooperatives might be improperly used as 
cheap labor,6 but this risk is not an issue specific to a workers’ cooperative but is rather a 
general issue arising from the existing wage system that has been unable to accommodate 
the dramatic increase in the number of non-standard workers or to otherwise change with 
the times. The risk of the abuse of workers is insufficient to support an argument that a 

                                                           
5 For the origin and specific significance and functions of a workers’ cooperative, see Shinobu 

Nogawa, Hajime Wada and Susumu Noda, Hatarakikata no chie [Wisdom for working] (Tokyo: 
Yuhikaku, 1999), 50ff. 

6 Tetsuo Kamota, “Kyasshu-fo-waku wo Rodoho kara Kangaeru [Cash-for-work under the labor 
law], Posse 13 (November 2011). 
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workers’ cooperative would limit opportunities to work, and should therefore be reconsid-
ered. Above all, workers’ cooperatives have, in general, provided a solid foundation for in-
ternational cooperation, and moreover, they accumulate know-how which allows them to 
provide people who tend to be at a disadvantage on the ordinary labor market, such as 
women and elderly people, with opportunities to exert their potential through engagement in 
work. Progress should be made in passing the legislation in relation to workers’ coopera-
tives.  

 

IV. Future Prospects for the Labor Law System 
 

1. Basic Framework 
In addition to making arrangements to the labor law system based on the assumption 

that an external, sudden event, such as a large-scale natural disaster, would have a massive 
and serious impact on the labor situation, it is also important to take the labor law system’s 
current state into account and determine a future direction for it. Major changes have been 
made to the labor law system since the beginning of the 21st century, such as the establish-
ment of a labor dispute resolution system centered on the labor tribunal system, expansion 
and deepening of the legal system governing non-standard workers (e.g. revision to the 
Temporary Agency Workers Act (Act for Securing the Proper Operation of Worker Dis-
patching Undertakings and Improved Working Conditions for Dispatched Workers) and the 
Part-Time Workers Act (Act on Improvement, etc. of Employment Management for 
Part-Time Workers) and codification of fixed-term labor contracts), and the enactment of 
the Labor Contract Act. However, the reforms to the labor law system have not fully taken 
disaster resistance into account. Although it is unavoidable that priority would be given to 
the restructuring of the labor law system for normal times, efforts should be made to design 
new mechanisms or interpretative theories focusing on disaster preparedness. 

The basic framework for a future vision for the labor law system would be closely 
connected with the abovementioned arrangements. In concrete terms, this task should be 
accomplished via the following process: [1] as an initial measure, provide workers with 
more diversified jobs and encourage them to develop more universal careers, thereby en-
hancing and securing their opportunities to work in various forms, not limited to working as 
company employees; [2] in accordance with the principle of progressing toward an elastic 
and flexible labor market while avoiding an overly hasty transition, build mechanisms to 
enable targeted groups of people — non-standard workers, women, elderly people, young 
people who usually work on a part-time basis (generally referred to as freeters (a combina-
tion of the English word “free” and the German word “arbeiter”) in Japan) and those who 
are currently not in employment, education or training (NEETs), and foreign workers — to 
exert their potential to the fullest extent, achieve an appropriate work-life balance for all 
workers, and invigorate the labor market. 
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2. Work-Life Balance 
Dramatic changes in the workforce caused by various factors, including changes in 

economic structure and the declining birth rate coupled with the aging of society, call for 
legislative and administrative responses. As the concept of work-life balance has permeated 
society, provisions concerning equal treatment of part-term and regular workers have been 
incorporated into the Part-Time Workers Act and the provisions of the Child Care Leave Act 
(Act on the Welfare of Workers Who Take Care of Children or Other Family Members In-
cluding Child Care and Family Care Leave) have been upgraded. Furthermore, the preva-
lence of temporary agency workers—a new type of workers which signifies the diversifica-
tion of employment status—has given rise to problems, including the practice of dispatch-
ing workers in the guise of service contracts or dispatching workers on a daily basis in vio-
lation of the law. This has pressed the government to take appropriate measures, and as a 
result, a substantive law to regulate fixed-term labor contracts is finally near passage. Tak-
ing these developments and the situation after the great earthquake into account, what does 
the future of the labor law system look like? 

The Part-Time Workers Act was revised in 2007 to incorporate provisions requiring 
employers to treat part-time and regular workers equally in terms of per-hour wages if they 
engage in the same jobs for the same number of hours. Specifically, the revised Act stipu-
lates equal treatment in terms of wages, education/training, and welfare programs for 
part-time workers if they are subject to the same conditions as regular workers with regard 
to three factors: job description, promotion, and contract period. In actuality, this revision 
may not be very effective in improving the working conditions of part-time workers. For 
example, in a workplace where the prescribed working hours for regular workers are eight 
hours each day, and part-time workers are engaged in the same job as said regular workers 
for six hours each day, the employer only has an obligation to “endeavor” to apply equal 
treatment. Nevertheless, it is expected that personnel management practices which accord 
with the essence of this revision will become widespread. In addition, as a result of revi-
sions to the Employee Pension Insurance Act in 2007, part-time workers who have been 
employed for one year or more, who work for 20 hours or more per week, and who receive 
98,000 yen or more as compensation per month (about 1.18 million yen per year) are eligi-
ble for employee pension insurance. However, as SMEs with 300 or fewer employees are 
currently exempt from this rule, it is estimated that fewer than 200,000 part-time workers 
will actually receive employee pension insurance.7 These legal revisions are significant 
steps forward in the process of increasing the perceived importance of jobs undertaken by 
part-time workers and enabling these workers to shape their careers while building homes, 
but they are focused on achieving equal treatment for part-time and regular workers within 

                                                           
7 For issues relating to the enforcement of the revised Part-Time Workers Act, see Daisuke Kitaoka, 

“Kaisei Pato Rodoho Shiko Tsutatsu no Kaisetsu [Commentary on the notice of enforcement of the 
revised Part-Time Workers Act],” Rodohogaku Kenkyukaiho, no. 2422 (2008): 3ff. 
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their respective companies. Companies should make better use of the unique characteristics 
of part-time workers, such as the fact that they do not firmly belong to the companies where 
they work and can move more freely than regular workers. Specifically, companies should 
provide part-time workers with opportunities to develop their careers, and should place 
more importance on giving them adequate annual paid leave, allowing them to take days off 
to engage in activities to obtain qualifications. Companies should also pay part-time work-
ers wages that befit their jobs. Compared to these measures, applying the same employment 
protection rules or the same personnel management systems to part-time and regular work-
ers may not necessarily be top priority tasks. 

Regarding the concept of work-life balance, the Child Care Leave Act has been up-
graded since the beginning of the 21st century to make it easier for workers to take child 
care leave and nursing care leave. For example, workers employed on a daily or a 
fixed-short time basis may now take child care leave, discriminatory treatment of workers 
who take child care leave or nursing care leave has been prohibited, workers may now take 
nursing care leave several times within the prescribed period, and increased allowances for 
child care leave or nursing care leave are paid under employee insurance during the leave. 
In Japan, workers still face difficulty in finding enough time for childrearing or private ac-
tivities and in maintaining a balance between their working and private lives, and it is abso-
lutely necessary for the government to undertake diverse policy measures to achieve an ap-
propriate work-life balance. Meanwhile, in anticipation of a sudden, large-scale disaster, the 
government should improve the special rules which apply in the event of a natural disaster, 
provided in Articles 19 and 20 of the existing Labor Standards Act, to protect workers on 
child care leave or nursing care leave by, for example, giving preference to such workers in 
returning to their original jobs or finding them re-employment. 

 

3. Policy Measures to Cope with Non-Standard Workers 
There have been many developments in recent years with regard to the treatment of 

the major types of non-standard workers, i.e., part-time workers, temporary agency workers, 
and fixed-term contract workers. For part-time workers, as discussed above, the Part-Time 
Workers Act has been revised to achieve equal treatment between part-time and regular 
workers in terms of the status under the personnel management system, working hours and 
other working conditions, and related reforms are ongoing in line with the long-advocated 
principle of equal pay for work of equal value. For temporary agency workers, efforts have 
been made to publicize the necessary information and improve the functions of public em-
ployment security offices so that workers dispatched by temporary staffing agencies on a 
daily basis can also receive job applicant benefits for day workers. Furthermore, with regard 
to fixed-term labor contracts, the Labor Policy Council submitted a proposal to the Minister 
of Health, Labour and Welfare at the end of 2011 to the effect that the rule prohibiting em-
ployers from refusing to renew fixed-term labor contracts without reasonable grounds upon 
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the expiration of their terms, which has been established as case law, should be expressly 
stipulated in the Labor Contract Act. The proposal also included the idea of vesting 
fixed-term contract workers with a right to turn their fixed-term contracts into labor con-
tracts without a fixed-term if their contracts have been repeatedly renewed for more than 
five years. These proposed measures may be effective in realizing stable employment and 
improved treatment for non-standard workers whose number has been rapidly increasing. 
However, in the context of disaster preparedness, a certain policy shift is necessary to attach 
more weight to promoting the career development of non-standard workers. Regulations 
designed to maintain the employment of non-standard workers at their respective companies 
must not reduce their chance to change jobs smoothly and fairly when necessary, and it is 
also urgently necessary to create a system to address the career development handicap that 
non-standard workers suffer as a result of their employment status to the extent possible. 
With regard to the latter objective, if promotion to regular employment is impossible for 
non-standard workers, employers must establish rules allowing such workers to concurrent-
ly engage in second employment or to engage in activities to obtain qualifications, while the 
government must build extensive mechanisms to promote their career development. 

 

4. Initiatives to Reinvigorate the Labor Market and Rectify Its Disparities 
The diversification of employment status and workers’ statuses has given rise to the 

need to provide people with as many choices of work as possible and to develop an envi-
ronment where people can enter the labor market as easily as possible. It is now also abso-
lutely necessary to take measures to guide people who are unemployed or in unstable em-
ployment—not only including elderly people and women but also young people categorized 
as freeters and NEETs—into the labor market and thereby rectify social disparity. Against 
this background, the laws and regulations whose major purpose is to control the labor mar-
ket (e.g. the Employment Insurance Act, the Employment Countermeasures Act, etc.) have 
undergone repeated revision, as has the Minimum Wage Act, to support workers’ standards 
of living. There is a need to consider how these trends may be further advanced in the future 
with a view to establishing a framework for a post-earthquake labor law system. 

Looking at developments in recent years, the Employment Insurance Act has under-
gone a shift in its core functions, resulting in the elimination of employment welfare ser-
vices from the categories of employment-related services carried out under it, leaving only 
employment stabilization services and human resource development services. Revisions 
were also made to this Act in 2007 to lower the insurance premium rate from 1.6% to 1.2%, 
while increasing the child care leave allowance to 50% of a worker’s normal wages. Fur-
thermore, the relevant systems have been reformed in various ways in order to provide 
modest benefits for a large number of workers. The distinction has been abolished between 
part-time workers and generally insured persons in terms of the length of the insured period 
required to receive job applicant benefits, the maximum benefit amount for educational 
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training has been reduced while the length of the insured period required to receive such 
benefits has been shortened. 

In addition, the long-awaited Job Seekers Support Act was enacted in 2011, building a 
system to support job seekers who are not covered by employee insurance to sustain their 
livelihoods, participate in vocational training courses, and have access to job offers. This 
new system is based on a concept that is similar to the concept of “basic security benefits 
for job seekers,” adopted in foreign countries (referred to as Grundsicherung für 
Arbeitsuchende in Germany). It targets workers who are not eligible to receive employee 
insurance benefits because they have not paid insurance premiums for an adequate period, 
such as freeters, NEETs, and new graduates, as well as entrepreneurs who have been forced 
out of business due to the economic recession. Under this system, the targeted people may 
apply to public employment security offices to receive 100,000 yen (or 120,000 yen in the 
case of the head of a household) per month as living expenses, and may apply for and take 
vocational training courses after consultation with these offices. After completing the train-
ing courses, targeted persons will have the chance to find jobs in collaboration with the 
public employment security offices. Some people fault this system for setting strict re-
quirements for the receiving of support, such as only providing support for people with in-
dividual incomes of 80,000 yen or less (or household incomes of 250,000 yen or less) per 
month, requiring support recipients to participate in all of their training courses during the 
training period and disqualifying people who are absent from training for over 20% of the 
course, even if their absence was due to illness or other unavoidable reasons. However, this 
system was originally designed to give emergency assistance to unemployed workers who 
are ineligible for employee insurance benefits and who may remain unable to enter the labor 
market, to allow such workers the chance to find employment. In this respect, it is different 
from the conventional support system covered by employee insurance, which is designed to 
help workers who enjoyed stable employment but suddenly lost their jobs due to the bank-
ruptcy of their employers return to the labor market. Therefore, the requirements for receiv-
ing support and the process leading to employment must be strict to some degree. 

The job seeker support system can be regarded as one of the key labor market policies 
formulated in anticipation of a large-scale disaster. When a vast number of people become 
unemployed at the same time, emergency measures are necessary, such as the Japan As One 
Work Project discussed above. However, it would be more effective to ensure that various 
ways of accessing the labor market are always available and that flexible and progressive 
opportunities for employment are provided. When this system, which has been in operation 
since April 2011, gets on track, it will be possible, for example, to enhance the system for a 
limited time to also target unemployed people who cannot be sufficiently covered by em-
ployee insurance or emergency measures in the event of a disaster, thereby providing them 
with various training programs with the aim of shifting the labor force away from industries 
that have suffered catastrophic damage. 

To achieve this, the job seeker support system must be publicly financed, and the 
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current financing scheme of allocating employee insurance funds to this system must be 
abolished in three years as scheduled. 

 

V. Road to an Integrated Labor Market Policy 
 

1. Possibility of a Multi-Stage Labor Market 
The structure of Japanese employment in recent years displays several characteris-

tics.8 Firstly, the number of employed persons has continued to decrease over the long term. 
The number of persons employed in many industrial sectors has declined, with significant 
downward trends in construction and manufacturing in particular, while the number of per-
sons employed in accommodations, food and drink services, and in medical, health care and 
welfare services has increased slightly. Thus, the number of employed persons has been 
increasing in industrial sectors which do not primarily rely on the long-term employment 
system, and it may be assumed that this could be one of the causes of the increase in the 
number of non-standard workers. Secondly, one-third of unemployed job seekers voluntari-
ly left their previous jobs, while 37% left their previous jobs involuntarily, due to reasons 
attributable to their employers or due to mandatory retirement/termination of their employ-
ment. These results may suggest that workers are unable to sustain the motivation to work at 
the same jobs for long periods because of the limited number of good quality jobs, and may 
also reflect the recent harsh economic conditions, the increase in the number of fixed-term 
contract workers, and the growing concern for life after retirement. Thirdly, reviewing the 
unemployment rate by family relationship, the unemployment rate was less than 3% for 
heads of a household and for spouses of a head of household, while exceeding 8% for other 
family members of a household and standing at about 6% for the unmarried. It may be as-
sumed that this trend reflects the increase in the number of new graduates without jobs and 
freeters and also implies that people find it difficult to form a household due to the lack of 
prospects for stable income. 

These employment realities indicate the limits of the employee insurance system 
premised on stable employment, and suggest that job seekers facing difficulty in finding 
employment or re-employment are becoming a semi-permanent group. 

Taking into consideration the above-described current situation, combined with the 
risk of a large-scale disaster, it is clear that at present, Japan must move in the direction of 
eliminating rigidity in employment and the structured distinction between standard and 
non-standard workers, thereby drastically increasing the opportunities to work and recon-
structing the labor market into a multi-staged form. 

 

                                                           
8 Ministry of Public Management, Home Affairs, Posts and Telecommunications, Labor Force 

Survey (December 2011). 
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Labor Market in Japan 
 
2. Future Labor Market Policy 

In the existing labor market, the number of workers able to enjoy stable employment 
has been gradually diminishing, while the number of workers in low-wage and unstable 
employment, such as fixed-term contract workers, daily workers, and part-time workers, has 
been increasing. This situation can be illustrated as shown in the figure.  

In Japan, the capacity of the primary labor market, which exists on the basis of stable 
employment, is rapidly diminishing. The secondary labor market, to which a number of 
non-standard workers belong and which provides jobs that are not of good quality in terms 
of wage and working conditions, is expanding. Another group of people who are unem-
ployed and seeking a job—that is, people who do not belong to neither of these markets—is 
also increasing. In such a situation, the secondary labor market is expected to serve as a 
buffer to prevent a rapid increase in unemployment while at the same time serving as the 
preparatory stage to finding a better job.9 

                                                           
9 This is similar to the concept of an “intermediary labor market,” proposed by Professor Yuki 

Honda of the University of Tokyo. See Professor Honda’s comments, supra note 4, at 111, in the arti-
cle entitled “Kyasshu-fo-waku ga Nihon wo Sukuu? [Will CFW save Japan?]”  
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From this viewpoint, the first key to long-term future labor market policy is to pro-
vide job seekers with access to the primary labor market if possible, and at least to the se-
cond labor market. The recently enacted and implemented reforms to the employee insur-
ance system and to the permanent system to support job seekers are basically consistent 
with this key element. Although employee insurance may continue to be very useful in 
helping people who have fallen out of the primary labor market and become unemployed, 
the permanent job seeker support system will play an effective role in supporting those who 
have left the secondary labor market. A second, and absolutely necessary key is to establish 
a route from the secondary labor market to the primary labor market. For example, Germany, 
which served as a central model in the drafting of the Job Seekers Support Act, is trying to 
provide workers who have entered the secondary labor market with various opportunities to 
improve their vocational capabilities and gain access to job offers, thus assisting them in 
ascending to the primary labor market.10 Japan also needs to have a grand design to prevent 
workers who have been forced out of the primary labor market and into the secondary labor 
market from falling into unemployment, and to help them return to the primary labor market. 
Essential factors in this may be wider dissemination of the vocational training system and 
large-scale implementation of career consulting services. The third key is to drastically in-
crease opportunities to work other than as company employees. As discussed above, in ad-
dition to supporting business start-ups in general, a new system should be developed to 
make it easier to establish and manage NPOs and micro businesses, and the workers’ coop-
eratives bill should be enacted as soon as possible. Lastly, the passage of the employment 
contract law is also a pressing issue. The Labor Contract Act currently in effect is a very 
small law for various reasons. It is hoped that, in concert with the movement toward drastic 
revision of the law of obligation in the Civil Code, actions will be taken to delete the provi-
sions concerning employment contracts from the Civil Code and to re-define the category of 
“employment contracts” so as to cover “labor contracts” in strict legal terms as well as sim-
ilar forms of contracts concluded for providing labor, thus establishing a legal basis for 
coping with problems faced by non-standard workers and other workers who are under ser-
vice contracts in appearance but, in substance, are engaged in work as employees. 
 

                                                           
10 For the details and significance of the labor market reforms in Germany, see Michitaka Nako, 

“Doitsu no Kyushokusha Sshien Seido [Job seeker support system in Germany],” Quarterly Labor 
Law, no. 232: 29, and for the significance of these reforms to Japan, see Shinobu Nogawa, “Koyo 
Hoken to Kyushokusha Shien Seido no Kadai to Tenbo [Issues and prospects with regard to employee 
insurance and the job seeker support system],” Quarterly Labor Law, no. 232: 2. 
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The Mechanism behind the Increase in Non-Regular Employment: 
Case Study of the Supermarket Company A* 
Hodaka Maeura 
The Japan Institute for Labour Policy and Training 

 
If securing the manpower required to carry out certain jobs and allocating the 
work are defined as the “employment portfolio,” one has to say that the 
mechanism behind this has not been adequately identified. Previous studies 
present employment typologies using indicators such as skills, but determining 
the specific content of jobs (the scope of jobs or roles required) in advance is 
the prerequisite for this. However, the results of an analysis of Company A re-
vealed the following: (i) Company A has a manpower calculation standard 
called “the man-hour standard,” which is used to determine the number of 
personnel in stores and specific sales departments; (ii) this standard is con-
stantly revised in order to achieve profit targets; (iii) as a result of the above, 
regular employees are allocated to each store as a given, but it is not possible 
for all jobs at the store to be carried out using these workers alone, so 
part-timers are also used within the scope of the budget allocated to each store; 
and (iv) the employment portfolio is organized based on the results of this, but 
the roles, scope of jobs and skills required of non-regular employees is deter-
mined after the fact. In other words, it is vital to construct a theory based on 
the actual situation, unlike existing studies, which explain the employment 
portfolio in terms of skills, etc. 

 

I. Introduction 
 

1. The Objective of This Study and the Awareness of the Issues 
The objective of this paper is to identify the mechanism that has brought about an in-

crease in non-regular employment, focusing on the supermarket Company A. 
It is common knowledge that the use of non-regular employment is expanding. Table 

1 shows the proportion of all workers accounted for by each employment type, based on the 
General Survey on Diversified Types of Employment carried out by the Ministry of Health, 
Labour and Welfare. According to this, the proportion of regular employees fell by ap-
proximately 23% over the course of a little more than two decades, from 1987 to 2010. 
Looking at it solely in terms of the proportion of regular employees, one can calculate that a 
quarter of regular employees switched to non-regular employment over the aforementioned 
20 years or so. 

Furthermore, if one looks at the proportion accounted for by non-regular employment, 
one can see that the share accounted for by part-time workers increased between 1987 and  
                                                           

* The analysis in this paper is based on surveys focused on the supermarket Company A. The au-
thor would like to express his sincere gratitude to everybody at Company A who cooperated with these 
surveys. A total of four surveys were carried out, on October 9, 2009, June 10, 2010 (twice on the 
same day), and August 27, 2010. 
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Table 1. Changes in Types of Employment (%) 
 

 
Source: Compiled from Ministry of Labor (1987, 1994) and Ministry of Health, Labour and 

Welfare (1999, 2003, 2007, 2010). 
Note: Underlined figures indicate high proportions. 
 
2003, remaining at around the 23% level thereafter, while the share of contract workers in-
creased consistently from 1987 to 2010. The proportion of dispatched workers grew be-
tween 1987 and 2007, but was on the decline in 2010. In other words, one can see that the 
increase in non-regular employment is not the result of the growing use of a particular type 
of employment, but is rather due to companies having opted to use a diverse range of em-
ployment types, leading to a rise in the proportion accounted for by non-standard employ-
ment overall. 

Incidentally, if one uses the term “employment portfolio” to refer to the decisions 
made concerning the types of employment to be used by each company and the number of 
people to be utilized by employment type, and the allocation of work through their deploy-
ment in the workplace, the aforementioned results provide an overall indication of each 
company’s employment portfolio. That is to say, the results shown in Table 1 capture an ex 
post facto snapshot of the overall shape of each company’s portfolio. Accordingly, in order 
to reveal the background to this increase in non-regular employment, it is necessary to iden-
tify the theories based on which companies decide on the combination of non-regular em-
ployment and the number of people to be used, and the mechanism behind this. 

As such, this paper examines the background factors that have brought about an in-
crease in non-regular employment, focusing on the supermarket Company A. Supermarkets 
are one of the business types that account for a high proportion of non-regular employment, 
so it would seem that their management capacity in regard to non-regular employment is 
more advanced. Company A has a chain of stores, centered on the Greater Tokyo area, and 
part-timers account for more than 80% of its total workforce. Company A is an example that 
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corresponds to the aforementioned conditions.1 
 

2. Survey Overview and Method 
(1) Survey Overview 

The analysis in this paper is based on a case study. The case study referred to here 
consists of a series of surveys carried out as part of the “Study on the Current Status of the 
Employment Portfolio System at Japanese Companies,” which is a sub-theme of the re-
search project being carried out by the Japan Institute for Labour Policy and Training, enti-
tled “Comprehensive Research for Building Stable Labor and Management Relations in 
Individualized Labor Relations.” In this project, 28 surveys were carried out among eight 
organizations between FY2009 and FY2011. The cases examined were two supermarkets 
(Company A and Company B), two department stores (Company C and Company E), City 
Office D, two electrical machinery manufacturers (Company F and Company G), and steel 
manufacturer Company H. 

Of these, this paper will analyze the supermarket Company A. Unless otherwise spec-
ified, the analysis is based on interview surveys carried out at this company. The surveys 
were carried out by Keisuke Nakamura (Professor, Institute of Social Science, University of 
Tokyo), Kasumi Nomura (Senior Research Officer, Japan Institute for Labour Policy and 
Training) and the author of this paper, with the author writing up the results concerning 
Company A. 

 
(2) Survey Method 

What must be considered with regard to survey methods is the question of what kind 
of approach is required in order to identify the factors behind the use of non-regular em-
ployment. According to Nitta (2008), the primary factors in companies’ utilization of 
non-regular employment are cost-cutting and risk avoidance. In other words, what is behind 
the use of non-regular employment by Japanese companies is their goal of adjusting the 
volume of employment according to the volume of business, to the greatest extent possible, 
by using non-regular employees, who do not require the same guarantees of employment as 
regular employees, while at the same time reducing the total labor cost by using non-regular 
employees, who are cheaper to hire than regular employees. 

Accordingly, in this study, it was decided to approach the topic from the angles of 
both cost (management of the total labor cost2) and the volume of employment (manpower 
management). More specifically, the study focused on how the company estimates and de-
cides upon the total labor cost (including those resulting from non-regular employment), 
and how the company calculates the number of personnel (including non-regular employ-
                                                           

1 As well as regular employees, Company A also uses part-timers, and at the time of the first sur-
vey, in October 2009, part-timers accounted for 81.3% of the company’s total workforce. 

2 Usually, the term “labor costs” refers solely to those arising from regular employees, but in this 
paper, the total cost including wages paid to non-regular employees is defined as the total labor cost. 
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ees) required to carry out certain jobs and how it goes about securing those personnel 
(manpower management). 

However, in general, whereas the term “labor costs” refers solely to those arising 
from regular employees, with the head office personnel department in charge of the em-
ployment and management of regular employees, the wages paid to non-regular employees 
are sourced from budget items other than those earmarked as labor costs, and a specific de-
partment is in charge of the employment and management of non-regular employees. Ac-
cordingly, in this study, surveys were conducted among the managerial staff in both the 
head office personnel department and the specific department dealing with non-regular em-
ployees. In the case of Company A, interviews were carried out with those who had experi-
ence of working in the head office personnel department and as a store manager. For more 
details of the survey schedule and content, see Japan Institute for Labour Policy and Train-
ing (2011, 4). 

 

3. Previous Studies 
(1) The Flexible Firm Model and the Human Resource Portfolio Theory 

The flexible firm model was advocated by Atkinson (1985). This model asserts that 
flexibility is required in order to respond to environmental changes, such as economic 
slowdowns, growth in uncertainty in the market, rapid progress in technological innovation, 
and the reduction of working hours. There are three types of flexibility—functional flexibil-
ity (achieving greater flexibility in the abilities and skills of personnel), numerical flexibility 
(adjusting the volume of employment), and financial flexibility (achieving greater flexibility 
in labor costs)—and companies use non-regular employment as a means of achieving this 
flexibility according to their own requirements. According to the aforementioned Nitta 
(2008), Japanese companies think in terms of numerical flexibility and financial flexibility.3 

Lepak and Snell (1999) is a leading study concerning the human resource portfolio 
theory.4 Lepak and Snell (1999) introduced four types of employment using the two axes of 
uniqueness of human capital and value of human capital. If this model is followed, regard-
ing the type that demonstrates high scores for both indicators (regular employees), a policy 
of cultivating such employees within the organization is chosen. In the case of personnel 
who have a high value of human capital but a low uniqueness of human capital score 
(part-timers), it is possible to procure them externally, so there is little necessity to bring 
them inside the company. With regard to the type that has a high uniqueness of human capi-
tal but a low value of human capital, the partnership option is selected, while companies 
consign work to the type with low scores for both indicators on the basis of contracts (con-
tracting).  

                                                           
3 Sato (2003) can be cited as an empirical study analyzing Japanese companies on the basis of the 

flexible firm model. 
4 Hirano (2009) can be cited as a study based on Lepak and Snell (1999). 
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(2) Consideration of Previous Studies and Presentation of Hypotheses 
In the section above, dealing with previous studies, the flexible firm model and the 

human resource portfolio theory were cited as leading studies. Let us now examine these 
two models, while bearing in mind their application to Japan. 

Firstly, let us consider the flexible firm model. As stated by Sato (2003) and Nitta 
(2008), there are elements of this model that apply to Japanese employment practices and 
personnel management. These are the numerical flexibility and financial flexibility aspects 
that have already been touched upon. However, as pointed out by Sato (2002), unless we 
elucidate the mechanism behind the ongoing increase in non-regular employment, accom-
panied by a fall in the share of regular employees, at the company and workplace level, it is 
hard to verify whether it is possible (or difficult) to explain the employment portfolio at 
Japanese companies by using the flexibilities propounded in this model. One would add that 
if financial flexibility is a factor behind the use of non-regular employment, it is necessary 
to clarify how companies decide on and manage the wages (costs) paid to regular and 
non-regular employees. In other words, the problem with this model is that it does not veri-
fy how this numerical flexibility and financial flexibility is achieved within a company. 

Next, let us look at the human resource portfolio theory. The issue that arises when 
applying this model to Japan is the fact that it is unable to explain the qualitative utilization 
typified by part-timers. Qualitative utilization is defined as “a situation in which the abilities 
of part-timers and the content of their work in a workplace increase to a level at which they 
are little different from those of regular employees” (Honda 2004, 16). In other words, a 
qualitative rise in the abilities and jobs of Japanese part-timers can be seen, but these are not 
uniform.5 If one explains this fact using the human resource portfolio theory, one can see 
that although their employment type is described as part-time, part-timers who are being 
qualitatively utilized have similar abilities to regular employees and take on jobs equivalent 
to those of regular employees, so in terms of both skill and jobs, they belong in the same 
type classification as regular employees. 

The same applies to the process of employment adjustment in Japan. In the event of a 
recession, Japanese companies assign the highest priority to securing the employment of 
regular employees and press ahead with employment adjustments targeting non-regular em-
ployees. In other words, non-regular employment fulfills the function of a pressure regulator 
(a buffer function) for maintaining the employment of regular employees, and the number 
of regular employees becomes a given for the company, except for new hires. In this situa-
tion, work must be allocated to regular employees, whose labor costs are high, so the jobs 
and skills expected of non-regular employees are decided after the work to be allocated to 
regular employees has been determined. As a result, the jobs and skills required of 
non-regular employees are stipulated after the fact. This also demonstrates that it is not pos-

                                                           
5 Nakamura (1989), Aoyama (1990) and Mitsuyama (1991) shed light on the facts concerning the 

qualitative utilization of part-timers in Japan up to the early 1990s.  



The Mechanism behind the Increase in Non-Regular Employment 

129 

sible to explain the Japanese employment portfolio using the human resource portfolio the-
ory. 

From the aforementioned two models, one can see that they each have problems in 
explaining how the employment portfolios of Japanese companies are decided. In light of 
these issues, it was decided to conduct the study in this paper based on the two hypotheses 
below. 

 
Hypothesis 1. It seems that the management of the total labor cost affects the structure of 

the employment portfolio of an organization. 
 
Hypothesis 2. It seems that the employment portfolio of an organizational unit is structured 

on the basis of Hypothesis 1 and that the roles, scope of jobs and skill levels required 
of non-regular employees are determined as a result. In addition, it seems that the 
treatment of non-regular employees is revised in response to these. 
 
The first hypothesis is that the structure of an employment portfolio is affected by the 

management of the total labor cost. Companies aim to maximize their profits, so in order to 
earn more profit, they endeavor to expand sales and reduce costs. The latter leads to reduc-
ing personnel costs and is thought to be the incentive that drives companies to curb the 
number of regular employees and make use of non-regular employees. 

The second hypothesis is that once an organization’s portfolio has been structured, the 
roles, scope of jobs and skill levels required of non-regular employees are decided upon and 
their treatment is determined in response to these. Once companies determine the number of 
regular employees, they allocate them to each workplace as a given. However, if they are 
requested to curb the number of regular employees in order to manage the total labor cost, 
in line with the first hypothesis, they become unable to complete all of their work using 
regular employees alone. This gives rise to scope for the use of non-regular employees, who 
carry out their work within that scope. In other words, it appears to be the case that once 
jobs have been allocated to regular employees, the roles, scope of jobs and skill levels re-
quired of non-regular employees are decided upon after the fact and their treatment is re-
vised in response to these. 

 

4. Analytical Framework 
In this paper, responsibility centers are used as the analytical framework. A responsi-

bility center is “an organizational unit for which the manager is responsible for the results 
measured in monetary terms, such as sales, costs and profits” (Nakamura 2006, 196). In 
other words, this shows the financial indicators on which the management of the organization 
is based; manpower management and total labor cost management are also influenced ac-
cording to the types of indicator used. 
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Table 2. Types of Responsibility Center 
 

 
Source: From Japan Institute for Labour Policy and Training (2012, 15). 

 
To explain this in more concrete terms, in the case of a profit center, a certain amount 

of profit is set as the target value, and the organization concerned must manage both sales 
and costs in order to secure that profit. In contrast, in the case of a revenue center, a certain 
level of turnover is set as the target, but it is possible to incur costs in order to increase 
turnover, so there is less pressure to reduce costs, including labor costs, than in the case of a 
profit center. 

Table 2 explains this in greater detail and applies it to the cases in this study. Accord-
ing to this, companies are ultimately profit centers, but in this particular case, the whole of 
Company A, including its stores, is a profit center. In other words, Company A sets profit 
targets for its stores as well, so they must pay attention to both sales and cost management. 
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Table 3. Policy Matrix of Company A 

 
Source: Based on the second survey (June 10, 2010). 

 

II. Case Study of Company A 
 

1. Management Reforms 
Company A carried out management reforms during the mid-2000s. There were three 

key reforms: (i) the stores switched from being revenue centers to being profit centers, due 
to having experienced losses during the mid-2000s; (ii) a policy matrix was designed, with 
the positioning of stores, the manpower in stores, and the broad outlines of the budget allo-
cation being determined on the basis of this; and (iii) as a result of the foregoing two re-
forms, the number of regular employees in stores was reduced and the proportion of 
part-timers rose. 

 
(1) The Switch to Profit Centers and the Policy Matrix 

Hitherto, Company A did not mind incurring costs in order to increase sales at its 
stores (revenue centers), but as a result of the management reforms, each store was given a 
profit target (profit centers). Accordingly, in order to increase profits, each store had to re-
duce costs, while at the same time increasing sales, and as a result, Company A cut the 
number of regular employees in its stores, and increased its reliance upon part-timers. 

Furthermore, in conjunction with the switch to profit centers at the store level, the 
company embarked upon a program aimed at achieving greater efficiency in regard to 
manpower and budgets. The policy matrix shown in Table 3 was introduced to this end. 
This policy matrix is a mechanism in which all of Company A’s stores were classified into 
nine categories according to the scale of the store and its turnover, with the allocation of 
personnel and budgets being determined according to each store’s classification. It was what 
could be described as a policy of selection and concentration in terms of manpower and  
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Table 4. Changes in the Total Number of Regular Employees and  
the Number of Regular Employees at Stores 

 
(1) FY1992–FY2004 

 

(2) FY2006–FY2009 

 
 
Source: Compiled from materials distributed by the personnel department at Company A. 
Note: The materials on which Tables 4 (1) and (2) are based differ, so they have been compiled 

as separate tables. Figures could not have been calculated for FY2005. 
 

budgets. For example, there is a great need for cost management among the small stores, so 
their budgets for labor costs and the manpower available to them are restricted, leading to a 
fall in the number of regular employees (and thus a rise in the proportion of part-timers). In 
contrast, large stores are forecast to make a profit, so they receive larger allocations in terms 
of manpower and budget for labor costs. Thus, through this mechanism, Company A deter-
mines the broad outline of the budget for labor costs and the manpower at each store. 

 
(2) Decline in the Proportion of Regular Employees at Stores 

Let us now look at changes in the total number of regular employees at Company A 
and the number of regular employees at its stores. Tables 4 (1) and (2) were compiled on the 
basis of materials distributed by the personnel department at Company A. It should be noted 
that the same data have been divided into two tables, with Table 4 (1) displaying data up to 
FY2004, while Table 4 (2) displays data from FY2005 onward. This is because they were 
compiled on the basis of separate materials. In both sets of data, the number of people dur-
ing the fiscal year in question has been deducted from the number in the previous fiscal 
year; accordingly, this means that positive values show that the number of people has de-
clined since the previous fiscal year, while in contrast, negative values actually indicate that 
the number of people has increased during the fiscal year in question. 
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Source: Compiled from data distributed by the personnel department at Company A. 

 
Figure 1. Before Reducing the Number of Regular Employees 

 
From Table 4 (1), one can see a trend in which, if the total number of regular em-

ployees increases, the number of regular employees at stores also increases, whereas if the 
total number of regular employees falls, the number of regular employees at stores also falls. 
In other words, the total number of regular employees and the number of regular employees 
at stores fluctuate in the same way, so one can see that increases in the number of regular 
employees at stores are behind any increases in the total number of regular employees at 
Company A. 

Looking next at Table 4 (2), one can see that it shows a different trend from that noted 
above. In FY2006 and FY2007, the total number of regular employees declines compared 
with the previous fiscal year, but the figures rise again in FY2008 and FY2009. In contrast, 
the figures for the number of regular employees at stores are positive in all fiscal years, 
showing that the number of such employees declined each year. Thus, one can see that 
Company A reduced the number of regular employees at stores following the man-
agement reform. 

Next, let us look at an explanation of why the number of regular employees 
at stores was reduced in this way. Figure 1 shows Company A before it cut the number 
of regular employees. In order to make it easier to explain, the diagram shows one chief, 
who is a regular employee, in each store.6 There are nine stores, from Store A to Store I, 
and a chief is deployed in each, so there are nine regular employees in stores at that stage. 

In Figure 2, FMs and area chiefs have been introduced. FM stands for “Field Man,” 
and they are head office employees. The FMs travel around the stores and check whether 
they are being run in the way that head office has decided they should be run. The area 
chiefs are regular employees affiliated to a store. At this stage, the chiefs at the six stores 
from Store D to Store I have been abolished and replaced with two area chiefs, so there are 
now five regular employees at stores. Compared with Figure 1, the number of regular em-
ployees at stores has been reduced by four. 

Figure 3 shows the current situation, now that area chiefs have been abolished. There 
are now three chiefs left, in the large stores only, meaning that the number of regular em-
ployees in stores has been cut to three from the five in Figure 2, when it was originally nine,  

                                                           
6 In fact, Company A’s stores have a number of different departments, such as fresh fish, meat, 

fruit and vegetables, groceries, and the bakery. The chief is the person in charge of each department, 
so each store actually has several chiefs. 
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Source: Same as Figure 1. 

Figure 2. Institution of FMs and Area Chiefs 
 

 

Source: Same as Figure 1. 

Figure 3. Abolition of Area Chiefs 
 

as shown in Figure 1. Through this process, the number of regular employees at stores has 
been cut as the head office of Company A has strengthened the degree of central control. So 
who is carrying out their jobs instead? As will be described below, it is part-timers who are 
taking on their work. 

 

2. The Formulation of the Budget for Labor Costs 
The corporate planning office at Company A draws up a first draft as a springboard 

for discussion of the labor costs budget. The corporate planning office firstly determines the 
operating profit that is the company’s target, and then decides on the turnover and costs that 
will be needed in order to achieve that target. Following this process, the total labor cost for 
Company A is broadly determined. 
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Once the corporate planning office has drawn up this first draft, it is passed to the 
sales directors who manage the stores. Each of the sales directors has a number of stores 
under his/her jurisdiction, so he/she revises the first draft in partnership with the store man-
agers that he/she manages. However, apparently it is basically impossible to change the fig-
ures set forth in the first draft. This is because, if costs are increased, it will become difficult 
to achieve the operating profit target. The only way that the target can then be achieved is to 
achieve a higher level of turnover, etc., so increasing costs just means that stores are tight-
ening the noose around their own necks. The first draft revised by the sales directors and 
store managers is returned to the corporate planning office, with the revisions being reflect-
ed in the finalized labor costs budget. Once the labor costs budget has been finalized, it is 
conveyed directly to each store by the corporate planning office. 

Thus, the labor costs budget for Company A is determined in the process of deciding 
upon the respective figures, by calculating backwards from the operating profit that is the 
company’s target. These figures are decided on the basis of performance during the previous 
fiscal year and one can see that financial indicators have a significant impact on decisions 
concerning the total labor cost at each store. 

 

3. Manpower Management 
Let us now take up the issue of manpower management at Company A. The number 

of regular employees hired by Company A is determined on the basis of trends in the num-
ber of retirees and people leaving their jobs for other reasons, as well as the plan for open-
ing new stores. However, as there are currently no plans to open any new stores, the com-
pany is maintaining the status quo in terms of the number of regular employees to be hired. 
So how does it decide on the deployment of regular employees and determine the number of 
part-timers and how they will be deployed? 

This is determined on the basis of the man-hour standard. Table 5 shows the 
man-hour standards for the fresh fish department. The figure for man-hour sales shows the 
turnover per employee (including both regular employees and part-timers) per hour. The 
man-hours, number of regular employees and man-hour sales are set for each average daily 
turnover category. The man-hours/day figure represents the total daily working hours of 
regular employees and part-timers. 

Looking at the smallest average daily turnover category (the first row, for average 
daily turnover of less than ¥250,000), one can see that total daily working hours of 18.5 
hours have been assigned. In the fresh fish department, there is one regular employee and 
the daily working hours of a regular employee are 6.2 hours, so one can see that the total 
daily working hours of a part-timer in the fresh fish division in question are 12.3 hours (18.5 
hours - 6.2 hours). The store decides between how many part-timers these 12.3 hours should 
be divided and how many hours should be allocated to each part-timer. Naturally, it is pos-
sible to utilize all of these hours, but if a store wishes to reduce labor costs even a little, it is  
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Table 5. Man-Hour Standards (Fresh Fish Department) 

 
Source: Based on the third survey (June 10, 2010). 
Note: Man-hours/day indicates the total number of working hours per day. 

 

possible to have part-timers work fewer hours than this.7 
 

4. Coordination of the Labor Costs Budget and Manpower Management 
As described above, in the process of regulating manpower management based on the 

labor costs budget, Company A decides on the use of non-regular employment. However, a 
major problem can arise in doing so based on the aforementioned mechanism. This problem 
is the fact that while a large share of the available staff and budget is allocated to stores that 
are performing strongly, there is a possibility that those which are not will have their staff-
ing levels and budgets cut. 

How is Company A dealing with this issue? Company A strives to coordinate the staff 
required on the floor and the labor costs by means of the following four methods. 

Firstly, it diverts a portion of the budgets for other business costs within the store to 
labor costs. The store budget has been approved by the head office, so it is possible to make 
adjustments to accommodate costs within a single store, as long as it remains within the 
overall scope allotted by the head office. 

Secondly, the sales director exercises his/her discretion. The sales director has his/her 
own budget provision for personnel costs arising from part-timers, so can allocate part of 
that budget at his/her discretion. 

Thirdly, it is possible to make adjustments between stores within the same sales divi-
sion. Each sales director is responsible for multiple stores, so the important thing is to be 
able meet the targets for the sales division as a whole. Consequently, it is possible to set 
higher targets for a highly profitable store to obtain extra labor costs budget and divert a 
portion thereof to stores with lower profitability. 
                                                           

7 However, as Company A is cutting the number of regular employees and part-timers at stores to 
the absolute minimum necessary, there is considerable downward pressure on the labor costs budget 
each year, and the budgets allocated to stores are becoming quite tight. 
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Fourthly, there is the option of appealing for a larger budget based on the actual cir-
cumstances of the store. For example, if there are circumstances that cannot be overcome 
through the store’s own efforts alone, such as having poor road access and rival stores 
opening nearby, a store can submit an appeal describing those circumstances and seek an 
accommodation on this basis. 
 

5. The Expansion of the Scope of Jobs of Part-Timers and the Cultivation of Their 
Skills 

(1) The Expansion of the Scope of Jobs of Part-Timers 
This section examines what has happened as a result of Company A reducing the 

number of staff, with a particular focus on regular employees. To put it briefly, as a result of 
efforts to achieve greater staffing efficiency, some stores found that there were times when 
they were short-handed, so the scope of jobs of part-timers on the shop floor effectively 
expanded. In addition, coupled with the establishment of part-timers as a significant work-
force at Company A, this trend brought about their qualitative utilization. The following 
looks at this in more specific terms, starting with the expansion of the scope of jobs. 

Under normal circumstances, the careers of regular employees and part-timers at 
Company A are based on a specific division (i.e. a product group, such as fresh fish, meat, 
fruit and vegetables, bakery, etc.). Consequently, unless they are in a managerial post, such 
as that of store manager, employees tend to work in a specific division for a long time. 
However, at some of Company A’s stores, efforts to make staffing numbers more efficient 
resulted in there being times when the stores are short-handed. There were occasions when 
long queues formed, resulting in part-timers working in the fresh fish department who were 
not otherwise occupied having to work on the cash register. In other words, the lack of 
manpower brought about an expansion of the scope of jobs of part-timers. 

A further major problem arises here. This is the problem of the treatment of 
part-timers. The personnel treatment system for part-timers (i.e. the part-timer qualification 
system) at Company A was based on the premise of carrying out jobs within a single de-
partment, so it did not envisage any circumstances in which a part-timer might work outside 
that department and a situation arose in which part-timers were not rewarded for helping 
with the work of other departments. Consequently, the following requests emerged from the 
shop floor. The following are all statements obtained from interviews conducted by the 
personnel department at Company A. 

 
“For example, if it was someone from the fresh fish department, they are only quali-
fied to deal with fresh fish, but at our store (a small store), there are fresh fish staff 
working on the cash registers. We are having to get people who have only dealt with 
fresh fish to operate the cash registers, so I wondered whether it might not be possible 
to give them some kind of reward for this. That’s why we decided to establish quali-
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fication categories for multiple tasks.” 
 
“The qualification system (the part-timer qualification system) was originally de-
signed for single departments, but with the number of staff at stores being reduced, 
the need to work across several departments has arisen. On the other hand, we also 
received requests from the sales team, saying, ‘We want to work across several de-
partments, so please create that kind of qualification,’ so we ended up changing it.” 
 
Thus, the scope of jobs of part-timers expanded and stores made requests for their 

treatment to be amended to accommodate this, so the personnel treatment system for 
part-timers was revised.8 However, it is not the case that this instantly led to the qualitative 
utilization of part-timers. This is because, whereas the expansion of the scope of jobs indi-
cates a horizontal spread of jobs, qualitative utilization signifies that abilities or the content 
of a job grow in a vertical direction. Consequently, for part-timers to be qualitatively uti-
lized, it would be necessary for Company A to embark upon the development of its 
part-timers. This would mean cultivating the skills of part-timers at Company A. 

 
(2) The Cultivation of the Skills of Part-Timers 

Table 6 shows the content of revisions of the system carried out in 2003. Before the 
system was revised, there were four ranks: FP (Fresh Partner), Senior FP (Senior Fresh 
Partner), LP (Leader Partner), and CP (Career Partner). FPs carried out simple routine tasks, 
Senior FPs carried out jobs to assist the person in charge of the department, LPs deputized 
for staff, while CPs carried out jobs as the sub-chief. In the 2003 revisions of the qualifica-
tions of part-timers, these were compressed into three roles. 

After the revision of the system, the roles of FPs and Senior FPs were merged and, as 
a result of CPs and LPs taking on more senior roles, FPs began to take on non-routine tasks. 
More specifically, they now take on the jobs involved in assisting the person in charge of 
the department for which Senior FPs had hitherto been responsible, and also deputize for 
staff, which had been the role of LPs before the revision. LPs are still expected to deputize 
for staff, so it seems as though there was no change from their role hitherto, but they are 
now given the authority to carry out jobs as the sub-chief, for which CPs had been responsi-
ble until that point. In the same way, there was no change in the fact that CPs carry out jobs 
as the sub-chief, but after the revision, they also have the authority to carry out the jobs of 
the departmental chief. In other words, at the same time as compressing the ranks of 
part-timers, Company A embarked on a program of cultivating the skills of part-timers by  

                                                           
8 Based on the FY2005 figures, the average annual income of part-timers was ¥1.18 million, while 

it was ¥2.7 million for LP and over ¥3.9 million for CP. Naturally, annual income for part-timers in-
creases as they rise through the ranks. Moreover, the annual income of CP is higher than that of the 
company’s regular employees (over ¥3.8 million for regular employees in their mid-20s who have 
been working there for 2-4 years continuously). 
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Table 6. Changes in the Part-timer Qualification System at Company A (2003 Revision) 
 

 
Sources: Compiled from Company A Personnel Department, Fresh Partner Qualification System 

Guidebook (2000 revision, page 2), and Partner Qualification System Guidebook (October 
2003 revision, page 1). 

Notes: 1. Bold type added by the author of this paper. These sections indicate aspects that were 
changed as a result of the revision of the system. 

2. FP stands for Fresh Partner, LP for Leader Partner, and CP for Career Partner. 
 
raising the overall level of part-timers, with a particular focus on FPs. 

However, if Company A had truly made a start on cultivating the skills of its 
part-timers, the figures for the number of CPs and LPs as a proportion of the total number of 
part-timers should both have increased. According to Figure 4, amid a reduction in the total 
number of part-timers (see Table 4 [2]), whereas the proportion of FPs has been gradually 
reduced, the proportion of LPs has been growing since FY2005, while the proportion of CPs  
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Source: Partial revision of Figure 2-5-2 from Japan Institute for Labour Policy and 

Training (2011, 57). 
 

Figure 4. Changes in the Proportion of Part-timers at Company A (%) 
 
has also increased, albeit just a little. In other words, the cultivation of the skills of 
part-timers at Company A has progressed steadily. 

In addition, a limit has been set for the number of CPs and LPs, with each department 
having a maximum of two of these. Consequently, if there are two CPs and LPs within the 
same department at the same store, the third person becoming a CP or LP will be ordered to 
transfer to another store. At Company A, when a part-timer is to be promoted to CP or LP, 
they are only promoted after consenting to the possibility that they might have to transfer 
elsewhere, so that no problems arise as a result of a transfer. 

Thus, it has become clear that, due to a reduction in the manpower, including 
part-timers, as part of the company’s efforts to manage the total labor cost, the scope of jobs of 
part-timers in stores expanded, leading to requests for improvements in treatment, as a result of 
which the treatment system was revised to correspond to the actual situation amid which 
part-timers were working. Moreover, coupled with the fact that it sought to cultivate the skills of 
part-timers at the same time, this led to the qualitative utilization of part-timers at Company A. 
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Source: From Japan Institute for Labour Policy and Training (2011, 152). 
Note: Arrows indicate the influence one aspect has on another. 
 

Figure 5. Mechanism behind the Increase in Non-Regular Employment 
 

III. Conclusion 
 
Finally, let us look at the conclusions that can be drawn from this. We can draw the 

following four conclusions from the case study of Company A. 
Firstly, there is the mechanism behind the increase in non-standard employment. At 

Company A, the employment portfolio is organized in the process of determining the de-
ployment of manpower at each store, based on the management of the total labor cost. This 
is the mechanism that brought about the increase in non-regular employment that is the 
subject of this paper (Figure 5). According to this, at Company A, the total labor cost for 
regular and non-regular employees is decided upon based on financial indicators, with the 
employment portfolio at each store being determined within that scope. To put it another 
way, the employment portfolio at each supermarket store is determined after the fact, based 
on the management of the total labor cost and manpower management, rather than being 
grounded in a management strategy or HRM strategy. 

Secondly, there is the fact that the roles, scope of jobs and skill levels required of 
those in non-regular employment are determined on the basis of the aforementioned mecha-
nism. When manpower management is carried out with an emphasis on the labor costs 
budget, while the number of regular employees, who entail expensive labor costs, is reduced, 
it is not the case that the workload also declines, so stores are forced to increase their degree 
of reliance on part-timers. As a result, this has an impact on the roles, scope of jobs and skill 
levels required of those in non-regular employment. The prime examples of this are the ex-
pansion of the scope of jobs of part-timers and their qualitative utilization. However, in the 
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case of some of the work of regular employees, the quality of part-timers must be increased 
in order for them to be an acceptable substitute. Company A achieved this by cultivating the 
skills of its part-timers. 

Thirdly, there is the development of a personnel treatment system for non-regular 
employees, undertaken in the process of cultivating the skills of those in non-regular em-
ployment. The treatment system for part-timers at Company A was revised in response to 
requests from stores. One factor behind this response by Company A was the fact that it had 
invested in the education of part-timers before embarking on the qualitative utilization of 
those in part-timers. Accordingly, it sought to ensure that those in non-regular employment 
became firmly established as part of the company, in order to recover the cost of that train-
ing. This is because, if non-regular employees leave their jobs, the company becomes una-
ble to recover the cost of training them and it incurs additional training costs because it has 
to train a new part-timer. 

Fourthly, there is the fact that the proportion of those in non-regular employment is 
forecast to increase in due course. If the mechanism behind the increase in non-regular em-
ployment forms a single cycle, as shown in Figure 5, it is anticipated that the use of 
non-regular employment will progress and the proportion accounted for by those in such 
employment will increase further in the future. 
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JILPT Research Activities 
 

The Japan Institute for Labour Policy and Training (JILPT) is engaged in various activi-
ties based on the Third Medium-Term Program (from April 2012 to March 2016). In the field 
of research activities, JILPT has carried out research projects on the following themes, which 
relate to the medium and long-term labor policy issues, with the participation of a broad range 
of talent within and outside the Institute. 

 

Research Projects 
 
Research on Strategic Labor/Employment Policies for Non-regular Workers 
This research studies comprehensive and strategic labor/employment policies from a 
cross-sectional point of view.  
 
Research on Employment/Labor in Response to Changes in Economic and Social Environ-
ments in Japan 
This research overviews Japan’s mid-term framework for the labor supply and demand and 
explores how labor, employment and the labor market are affected by structural changes in 
economy and society, such as economic globalization, global issues concerning the environ-
ment and resources, and the aging of and decline in population that has entered a new phase. 
 
Research on the Vocational Capability Development System in Response to Economic and 
Social Changes 
Amid changes in employment practices and types, as well as in vocational capability devel-
opment at the educational stages, this research seeks to define ideal vocational capability de-
velopment and evaluation systems and ideal means to connect education to vocational careers. 
 
Research on Support for Lifetime Career Development and Promotion of Employment 
This research examines actual circumstances and problems from the perspective of offering 
lifetime support for career development and promoting employment so as to allow people to 
realize enriched vocational careers. 
 
Research on Companies’ Employment Systems and Personnel Strategies, Improvement of the 
Quality of Employment through Development of Employment Rules, and Realization of De-
cent Work 
This research ascertains the present status of companies’ management strategies, their person-
nel management in response to changes in employment structure, and changes in overall em-
ployment systems, and promotes studies on how to improve the quality of employment 
through promoting work-life balance. 
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Research on the Mechanism for Establishing Terms and Conditions of Employment, Centering 
on Labor Management Relations 
This research examines the current status of labor management agreements and collective 
agreements in Europe, where collective bargaining systems have been working nationwide at 
the industry level, as well as issues of workplace harassment, which symbolizes the individu-
alization of labor management relations. 
 
Research Report 

The findings of research activities undertaken by JILPT are compiled into Research 
Reports in Japanese. Below is a list of the reports published from April 2012 to August 2012. 
The complete Japanese text of these reports can be accessed from the JILPT website 
(http://www.jil.go.jp/institute/pamphlet/). We are currently working on uploading abstracts of 
reports in English onto the JILPT website as well (http://www.jil.go.jp/english/). 
 
Research Reports 
No.151 Comparative Law Study on Work-Life Balance—Final Report (June 2012) 
No.150 Childbirth, Childrearing, and Continued Employment—Measures to Cope with the 

Liquidation of Manpower and a Society with Later Working Hours (April 2012) 
 
Research Material Series 
No.110 Labor Supply and Demand Estimates—Policy Simulations Based on the Labor Sup-

ply and Demand Model (2012) (August 2012) 
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