
47 

Factors Contributing to Labor Law Violations and Employees’  
Subjective Perceptions of “Black Companies”: Focus on  
Workplace Characteristics and Human Resource Management* 

Toru Kobayashi 

Takasaki City University of Economics 

 
This article deals primarily with two analyses. The first is an analysis of fac-
tors contributing to uncompensated overtime, failure or inability to take paid 
leave, and coerced resignation, all of which are frequently cited as labor law 
violations, and the correlations between each of these issues and business per-
formance. The second examines which issues, including the above labor law 
violations as well as workplace harassment and so forth, are most crucial in 
shaping employees’ perceptions of their employers as “black companies,” de-
fined as rogue companies or those that habitually flout labor standards, which 
have increasingly been recognized as a social issue. The results of the analyses 
indicated that while harassment and unreasonable quotas enhanced the percep-
tion of companies as being “black,” the most clearly identifiable factors were 
uncompensated overtime, failure or inability to take paid leave, and coerced 
resignation. In addition, it was found that uncompensated overtime had a sta-
tistically significant positive effect on workplaces’ ordinary income growth 
over the past three years, showing that over the short term, companies were 
rewarded for violating the rules with commensurate profits. 

 

I. Introduction 
 

The Framework for Comprehensive Countermeasures against Uncompensated Over-

time, formulated in May 2003, states that uncompensated overtime “violates the Labor 

Standards Act and is unacceptable,” and outlines multiple specific countermeasures includ-

ing formulation of Guidelines for Measures to Take for Elimination of Uncompensated 

Overtime and implementation of active oversight. However, the total amount of wage cor-

rections for uncompensated overtime resulting from this oversight in fiscal 2012 was 

¥10.45693 billion. While this was down from the amount in fiscal 2009,1 it indicates that 

“unacceptable” uncompensated overtime is still widespread. With regard to percentage of 

allotted paid holidays that are actually taken, as well, the 2013 rate of 47.1% is far below 

the 70% target for 2020 set in the Action Plan for Promotion of Work-Life Balance (revised 

                                                           
* I am deeply grateful for the valuable data I received from the Research Institute for the Ad-

vancement of Living Standards when researching this article. It should be noted that any errors in this 
paper should be attributed to the author, and that the content reflects the author’s personal opinions 
and does not represent an official position of the organization to which I (the author, Kobayashi) be-
long. 

1 Refer to Figure 1 for the results of correction of uncompensated overtime through supervision 
and guidance (FY2012). http://www.mhlw.go.jp/bunya/roudoukijun/dl/chingin-c_02.pdf (In Japanese). 
In the figure, the blue bar, the black bar and the line show the number of companies, the number of 
worker subjects for wage correction and the total amount of wage corrections, respectively. 
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June 2010), and in fact it has been trending downward over the past 20 years (General Sur-

vey on Working Conditions). Coerced resignation, as well, was identified as a problem at 

major corporations in a December 31, 2012 article in the Asahi Shimbun newspaper, and 

there is growing recognition of it as a social issue. 

With regard to these issues, Ogura (2006) and Oki and Taguchi (2010) showed the 

effects of industry categories where work tends to be irregular and the presence or absence 

of an overtime pay system. This article seeks first of all to add to these findings by analyz-

ing the impact of workplaces’ internal and external environments and HRM (human re-

source management) systems on uncompensated overtime, failure or inability to take paid 

leave, and coerced resignation, using the Survey on the Status of Diverse Working Styles 

and Human Resource Portfolios, which contains detailed questions on these subjects. In 

addition, the correlations between these problems’ presence or absence and business per-

formance were analyzed, and incentives for illegal labor management were examined. 

This article’s second analysis deals with which problems are particularly correlated 

with workers’ subjective evaluations of their employers as “black companies.” The slang 

term “black companies,” which emerged in the late 2000s and rapidly gained popularity 

among young Japanese workers, refers to companies with illegal or barely legal labor man-

agement practices, marked by high rates of turnover and high risk of physical and mental 

disorders affecting workers while they are employed there. There is broad public recogni-

tion of the issue, with the Budget Committee of the lower house of the National Diet raising 

it for consideration in May 2013 and the Ministry of Health, Labour and Welfare declaring 

September of the same year Special Overwork Surveillance Month, but consensus on an 

objective definition is yet to be reached, and subjective perceptions of “black companies” 

differ.2 To address the problem of “black companies,” Ouchi (2014, 90) notes that it is more 

important to disclose as much information about companies as possible so that workers can 

reference it when searching for jobs than to label specific companies as “black” or other-

wise according to an objective standard and take measures against these companies. With 

this in mind, in this article we will clarify which workplace characteristics are most corre-

lated with employees’ subjective perception of “black companies,” and consider what in-

formation most needs to be disclosed to prospective employees beforehand. Specifically, we 

will analyze which factors, such as unreasonable quotas, long working hours, and uncom-

pensated overtime, had the highest impact in the 26th Questionnaire on Workers’ Jobs and 

Lifestyles (referred to below as the 26th Workers’ Tankan), which contains questions per-

taining to perceived degree of “blackness,” and in light of this analysis, what information 

items should be disclosed. 

Section II contains an overview of existing studies on uncompensated overtime, fail-

ure or inability to take paid leave, and coerced resignation, and establish this article’s hy-

                                                           
2 “Black companies” have been described in numerous books such as Konno (2013) and Kanisawa 

(2010), but definitions have not been consistent. 
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pothesis on the factors contributing to these problems. Section III outlines the data and 

analysis methods used for analysis of the occurrence of the problems and their impact on 

business performance, and enumerates the results of the analysis. Section IV outlines exist-

ing studies and examines how workers view and evaluate their “black” employers. Section 

V outlines the data and procedures used in the analysis of subjective perceptions of “black-

ness,” and considers what kinds of workplace problems are most central to these percep-

tions. Section VI sums up the analysis results described thus far and examines their policy 

implications. 

 

II. Hypothesis regarding Factors Contributing to Uncompensated Overtime, 
Failure or Inability to Take Paid Leave, and Coerced Resignation 

 

1. Uncompensated Overtime 
There have been many previous studies on uncompensated overtime, including 

Mitaini (1997), Takahashi (2005), and Oki and Taguchi (2010). Takahashi (2005) has 

pointed out one aspect of uncompensated overtime, namely, that workers who are supposed 

to apply for permission each time they work overtime fail to do so. Analyses have shown 

that among white-collar employees of large enterprises, more uncompensated overtime is 

directly correlated with higher compensation including bonuses, and white-collar workers in 

the late 1990s seem to have worked off the clock willingly in expectation of such rewards. 

Mitaini (1997) also observes that when evaluations based on results and performance are 

carried out, there is an incentive for workers to do uncompensated overtime of their own 

accord, as demonstrated by analyses showing that employees in workplaces with perfor-

mance-based evaluations tend to do more uncompensated overtime. The study suggests that 

not only the presence or absence of performance evaluations, but also the use of perfor-

mance indicators dependent on cost-based factors such as amount of profit generated, are 

factors contributing to workers’ not applying for overtime (i.e. working overtime, but not 

applying to receive compensation for it). 

From the perspective of these studies, uncompensated overtime may be perceived as 

voluntary and leading to higher compensation, and therefore may not be a significant prob-

lem. On the other hand, Oki and Taguchi (2010) point out that non-voluntary overtime, with 

no potential reward, also exists. Their analysis points to lack of a company-wide system for 

monitoring work hours, and existence of a system setting limits for overtime hours, as fac-

tors exacerbating non-voluntary uncompensated overtime. These systems may reflect a 

stance of making efforts toward compliance, but it seems what is truly important is a sys-

temic, company-wide effort to monitor and manage overtime hours in practice. 

Although it is not possible to ascertain, from the data used for analysis in this article, 

whether uncompensated overtime is voluntary or non-voluntary, we would like to verify 

whether there is a link between the various variables impacting voluntary and non-voluntary 

uncompensated overtime and the perception of a company as “black,” and consider the im-
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portance of the non-voluntary uncompensated overtime issue. 

 

2. Failure to Take Annually Allotted Paid Leave 
Next, with regard to inability to take annual paid leave, Ogura (2006) carried out an 

analysis of factors for a dummy for taking paid leave and percentage of paid leave taken. 

The analysis showed that higher income was correlated with lower percentage of vacation 

days used, and it has been pointed out that taking few days of leave may be incentivized, as 

it leads to promotions or raises. It is suspected the same systemic, structural problems that 

encourage voluntary uncompensated overtime also lead to failure or inability to take paid 

leave. 

In addition, being in the wholesale, retail or food-service industries, or sales, market-

ing and customer service occupations, makes workers less likely to take paid vacation days. 

Ogura (2006) identified the cause of this as lying in the irregularity of work schedules, 

which make it difficult to plan to take vacation days in advance.  

Workers in the wholesale, retail, and food-service industries and sales, marketing and 

customer service positions are prone to doing non-voluntary uncompensated overtime, as 

stated by Oki and Taguchi (2010), and it is evident that the irregular nature of the work is 

linked not only to non-voluntary uncompensated overtime but also to failure or inability to 

take paid leave. 

 

3. Coerced Resignation 
With regard to the issue of forced resignation, Gunji and Okuda (2014) have observed 

that a larger scale of enterprise, and worsening business performance, are often correlated 

with companies encouraging workers to resign. However, Gunji and Okuda’s analysis was 

only a cross tabulation of data, and it is not clear why large companies are more likely to 

push employees to resign. Also, it is conceivable that encouragement to retire when perfor-

mance is deteriorating cannot always be equated with coerced resignation. When encour-

agement to resign resembles unavoidable dismissal due to economic conditions, employees 

may accept the situation and not need much convincing. For the purposes of this article, 

what we want to focus on is encouragement to resign under circumstances far removed from 

so-called “restructuring” (unavoidable layoffs due to business performance). Specifically, 

this means encouragement to resign in a situation that does not meet the four conditions3 

for economically motivated layoffs enumerated under the Japanese labor law system. When 

employees are encouraged to resign even while personnel number are increasing, or en-

couragement to resign or reshuffling of personnel only targets employees who are consid-

                                                           
3 These conditions on the employerʼs side are (i) that there is a need to reduce personnel, (ii) that 

the obligation to make efforts to avoid dismissal has been discharged, (iii) that the standards for se-
lecting staff for dismissal are reasonable, and (iv) that full discussions have been held with workers or 
labor unions. For more details on conditions for dismissal under Japanese labor law, refer to Araki and 
Otake (2008). 
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ered underperforming, it is regarded as a form of coerced resignation, and we will analyze 

the factors in this article.4 

Coerced resignation is suspected under the following three sets of circumstances: 

First, after hiring staff, the employer directly monitors employees at work, determines 

which employees to keep and which to dismiss, and after dismissing employees, replaces 

them with new ones. In these workplaces, performance-based compensation (wages deter-

mined based on work outcome) is common, and such differing wage systems are correlated 

with differences in coerced resignation. Second, the employer does not require sophisticated 

human capital, and there is little disadvantage even if employees are repeatedly dismissed 

and replaced. In such situations, companies will not need extensive or long-term training 

programs. A third indicator is rapid obsolescence of skills and/or drastic changes in the 

business environment. Under such circumstances, companies have an incentive to encour-

age middle-aged personnel, who have difficulty keeping up, to resign, and to continually 

replace them with young employees who are highly adaptable to change. It seems probable 

that the situation vis-à-vis coerced resignation differs depending on job characteristics such 

as industry, occupation, and susceptibility to change. 

 

III. Analysis of Factors Contributing to Uncompensated Overtime, Failure or 
Inability to Take Paid Leave, and Coerced Resignation: Data, Analysis 
Methods, and Analysis Results 

 

1. Data Used for Analysis 
Data used in the analysis of factors contributing to uncompensated overtime, failure 

or inability to take paid leave, and coerced resignation is from the Enterprise Survey and 

Employee Survey sections of the Survey on the Status of Diverse Working Styles and Hu-

man Resource Portfolios, which the Japan Institute for Labour Policy and Training carried 

out in February 2014. 

For analysis of uncompensated overtime and failure or inability to take paid leave, we 

used labor-management matching data that matched employee data from the Employee 

Survey with Enterprise Survey data from the enterprises the employees belonged to. Only 

data from respondents who were regular employees was used, as the Enterprise Survey 

questions pertaining to evaluation-based compensation systems and corporate training poli-

cies applied only to regular employees. Also, respondents were limited to those already 

working for one year or more, as they were likely to have finished training for new em-

ployees and begun their actual duties. Meanwhile, managerial personnel of section manager 

level or above were excluded. As a result, the survey target population numbered 5,632 

people belonging to 1,352 establishments. 

For analysis of coerced resignation, only data from the enterprise questionnaire was 

                                                           
4 The specific variables are described in Section III-2. 
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used. This questionnaire contains a question about whether or not regular employees were 

actually encouraged to resign, and enables monitoring of the increase or decrease in the 

number of regular employees. Also, the questionnaire inquiries about enterprises’ intentions 

regarding employees with poor performance––whether to encourage them to resign, dismiss 

them, or reassign them. Analysis was performed with data from 1,721 establishments, which 

includes all the variable data used in the analysis described later. 

 

2. Analysis Procedures and Definitions of Variables 
Next, we will describe the analysis model and the definitions of variables. The ex-

plained variables Di in the analysis using labor-management matching data are “dummy 

with uncompensated overtime” and “dummy with failure or inability to take paid leave,” 

while the explained variable in the analysis using enterprise data is regarded as a dummy 

with coerced resignation implemented, with a Probit analysis carried out according to for-

mula (1) below. Note that in the analysis employing enterprise data, Probit estimates are 

weighted according to the number of regular employees at the enterprise. 

)(),,|1Pr( 321 iiiiiii MJXMJXD         (1) 

As for the definitions of explained variables, the “dummy with uncompensated over-

time” is defined as a dummy variable with value of 1 when a respondent to the employee 

questionnaire did one or more hours of overtime per week while “almost never” applying 

for overtime pay, or else did 15 or more hours of overtime per week while “sometimes” 

applying for overtime pay. These responses point to two types of employees, those that do a 

significant amount of uncompensated overtime, and those that either do little uncompen-

sated overtime or else work at enterprises where there is no overtime whatsoever. Also, be-

cause the survey is designed to inquire about application for overtime pay only when em-

ployees do one or more hour of overtime per week, the analysis was structured with two 

stages, i.e. the question of whether or not overtime was done, and whether employees ap-

plied for overtime pay in cases when they did overtime. Specifically, we carried out a 

two-stage Heckman estimation, with the first stage being estimation of the “dummy with 

one hour or more of overtime,” and the second being a linear probability model estimation 

of “dummy with uncompensated overtime.” 

For the “dummy with failure or inability to take paid leave,” a value of 1 was as-

signed when the employee questionnaire response indicated that an employee had taken 0 

days of paid vacation in the year (starting in April) prior to the year the survey was imple-

mented.  

With regard to coerced resignation, there were two patterns, one where a value of 1 

was assigned to a “dummy with encouragement to resign not accompanied by personnel 

reductions” (when at least one employee was encouraged to resign over the past three years 

while the number of regular employees had increased over the past year), and one where a 

value of 1 was assigned to a “dummy with encouragement to resign, dismissal, or reassign-
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ment of poorly performing employees” (where employees whose performance was poorly 

evaluated for three consecutive years were dismissed, encouraged to resign, or reassigned.) 

The “dummy with encouragement to resign not accompanied by personnel reductions” is 

problematic in that coerced resignation may not have taken place at some enterprises, as 

two or three years ago employees may have been encouraged to resign due to personnel 

reductions, whereas the number of employees increased just during the past year. Another 

problem is that the “dummy with encouragement to resign, dismissal, or reassignment of 

poorly performing employees” sets the very high bar of poor performance evaluations for 

three consecutive years. For this reason, factors contributing to coerced resignation are in-

terpreted in light of trends common to analysis results from both patterns. 

Next, let us turn to the explanatory variables and their definitions. First of all, person-

al attributes Xi include age, a male dummy, a university or graduate school completion 

dummy, a married dummy, number of years of service, dummy for prioritization of lei-

sure-time activities (a dummy variable with a value of 1 if the subject’s reason for choosing 

a particular employer was “I want to work at a time that fits my schedule,” “It is easy to 

take vacation days,” “Because of my housework, child-rearing, or nursing care situation,” or 

“Because I was ill”), and dummy for employees whose self-evaluations place them in the 

top 20% (a dummy variable with a value of 1 if the employee’s subjective view of how they 

are evaluated in the workplace puts them in the top 20%). Ji represents workplace attributes, 

and a dummies for industry, enterprise size, and existence of an in-house labor union, year 

of establishment, regular employees as a percentage of all employees in the workplace, 

“sales office or storefront dummy” indicating the workplace is a sales office or storefront, 

and a “factory dummy” indicating the workplace is a factory were used. 

Mi employs the variables that were examined in the previous section as factors con-

tributing to uncompensated overtime and failure or inability to take paid leave. Specifically, 

the variables used were a “performance-based evaluation dummy” assigned a value of 1 if 

“performance evaluations” were selected as the factor that most affects the wages of regular 

employees, a “profit target dummy” with a value of 1 when the response to the question on 

the employee questionnaire related to target management was that “profit targets are estab-

lished,” a “dummy with prohibition on doing overtime” with a value of 1 when responses to 

the enterprise questionnaire question about overtime systems indicated that “as a general 

rule, overtime is prohibited company-wide,” and a “dummy with system for surveying 

overtime hours” assigned a value of 1 when respondents reported that “in-house surveys 

and investigations of off-the-clock work are carried out.” 

Also, in order to control heterogeneity in perceptions of how workplaces abide by the 

law, we used a “dummy with compliance training program” assigned a value of 1 if the em-

ployee has received compliance training. For job characteristic variables, an “amount of 

discretion regarding volume of work” variable, derived from a four-step graded response to 

the employee questionnaire item “I can determine my volume of work myself,” and an 

“amount of discretion regarding work procedures” variable, derived from a four-step graded 
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response to the item “I am free to determine how I carry out work duties,” were used. Also, 

in addition to the “dummy for fluctuations of double or more in work volume for a single 

day” and “dummy for fluctuations of double or more in work volume for a single week,” 

which show the extent to which amount of work fluctuates and can be created from the en-

terprise questionnaire, a “dummy for customers doing business with the company continu-

ally for five years or more” was used to assess the rate of customer turnover, so as to ac-

count for irregularities.  

Next, let us discuss the explanatory variables in the analysis, derived from the enter-

prise data. Although personal attributes Xi are not monitored here, variables similar to those 

using in the labor-management matching data analysis were used for workplace attributes Ji, 

to which were added female employees as a percentage of all regular employees in the 

workplace and percentage of regular employees under 40 years of age so to take into em-

ployee attributes into account. 

For Mi, variables were determined in light of the context of “coerced resignation” 

discussed in the preceding section. With regard to performance-based wage systems, we 

used a “performance-based evaluation dummy” and a “workplace profit management 

dummy” assigned a value of 1 when enterprise questionnaire response indicated that 

amount of profit is used as a key management indicator for the workplace. For a variable 

pertaining to the importance of human capital, a “dummy for length of time within which 

employees are expected to become autonomous” is used. In addition, a “degree of long-term 

development orientation” variable was used, based on a four-step evaluation of whether or 

not the workplace emphasizes long-term development. For variables related to the intensity 

of change, such as obsolescence of skills, a “dummy for increased scope, difficulty, or 

amount of work” was used, with a value of 1 when enterprise questionnaire response indi-

cated that regular employees’ work had become more advanced, broader in scope, and 

greater in volume compared to three years ago, and a “dummy for customers doing business 

with the company continually for five years or more,” indicating that there have not been 

drastic changes in the business environment. See Appendix Table 1 for basic statistics on the 

data set. 

 

3. Results of Analysis 
The analysis results are shown on Table 1. First, let us examine the results of analysis 

of “dummy with uncompensated overtime.” The bias adjustment term λ result was signifi-

cant, but Probit model analysis results were nearly the same for both, and there are com-

monalities in interpretation of the results. 

It was predicted that systemic prohibitions on doing overtime would affect the 

amount of non-voluntary uncompensated overtime, and the result was, as expected, a statis-

tically significant positive correlation between company-wide bans on doing overtime and 

difficulty in applying for overtime pay. On the other hand, such systems were negatively 

correlated with incidences of working one hour or more overtime. It appears that such pro-
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hibitions on overtime have the effect of reducing overtime itself, but when it does occur, 

employees are unable to apply for overtime pay, leading to the occurrence of uncompen-

sated overtime. Examining the “dummy with system for surveying overtime hours,” we find 

a negative impact on the occurrence of uncompensated overtime, but on the other hand an 

increase in generation of overtime exceeding one hour. With regard to occurrences of more 

than an hour of overtime, it seems unlike that the survey system itself is generating the 

overtime, and indeed the opposite causality seems likely, but as for the occurrence of un-

compensated overtime, it is unnatural to assume a reverse causality in which ease of apply-

ing for overtime pay is positively correlated with implementation of a survey system. It is 

more conceivable that establishment of a survey system that monitors the actual amount of 

overtime work done results in a reduction in overtime with no application for overtime pay. 

In addition, the “dummy with compliance training” variable was negatively correlated with 

uncompensated overtime, and it appears that the stronger a stance toward compliance is 

adopted, the more workers are able to apply for overtime pay. Examining variables related 

to job characteristics, we find that the more discretion workers have over their volume of 

work, the more the amounts of both uncompensated overtime and overtime itself are cur-

tailed, and it is only amount of discretion regarding work procedures that shows a statisti-

cally significant positive correlation with occurrence of overtime work. No significant re-

sults were obtained for variables related to irregularity and changes in work duties. Turning 

our attention to the workplace attribute variables, we find that the existence of a labor union 

is negatively correlated with overtime, including uncompensated overtime, and it appears 

that the efforts of labor unions help to combat illegal or excessive labor. Another finding is 

that uncompensated overtime is less common in the financial and information/communica- 

tions industries and in factories, while it is more common for specialized services such as in 

the academic research and education, medical and welfare fields. Large corporations and 

enterprises with high percentages of regular employees were correspondingly less likely to 

have uncompensated overtime occur. 

Next, when we examine the impact of job characteristics thought to lead to 

non-voluntary failure or inability to take paid leave, we find a statistically significant posi-

tive correlation with “fluctuations of double or more in work volume for a single week.” 

This is no doubt because paid leave is often taken in single-day units, meaning that irregu-

larity on a weekly basis has a stronger impact than fluctuation in volume of work within a 

single day. Also, it was found that failure or inability to take paid leave is curtailed by the 

“dummy with system for surveying overtime hours.” This would seem to reflect the work-

place’s efforts toward effective labor management. In terms of workplace attributes, failure 

or inability to take paid leave is negatively correlated with large enterprises, the information 

and communications industries, and factory work, and positively correlated with directly 

serving customers as in the wholesale and retail industries, sales offices, and storefronts, 

evidently reflecting irregularity of work, which could not be effectively controlled for 

among job characteristics variables in the analysis. Here, as well, higher percentage of  
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Table 1. Results of Analysis of Factors Contributing to Uncompensated Overtime,  
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Failure or Inability to Take Paid Leave, and Coerced Resignation 
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Table 1  
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(Continued) 
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Table 1  

 
Notes: 1. Figures in brackets indicate the standard error. 

2. Explanatory variables include age, years of continuous service dummy, dummy for employees  
and female employees as a percentage of all regular employees. 

3. *** indicates significance at the 1% level, ** at the 5% level, and * at the 10% level. 
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(Continued) 

 
 
whose self-evaluations place them in the top 20%, married dummy, year of establishment,  
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regular employees was negatively correlated to a statistically significant degree. It appears 

that the more non-regular employees and fewer regular employees there are, the more diffi-

culty regular employees have in taking paid leave. 

Finally, let us turn our attention to the analysis of coerced resignation. Here we will 

look at results common to explained variables fitting two patterns. With regard to wage sys-

tem, an increase in coerced resignation was not seen even when performance-based evalua-

tions were carried out or profits are managed on a workplace basis. However, examination 

of variables pertaining to importance of human capital reveals a statistically significant pos-

itive correlation with the dummy for “length of time within which employees are expected 

to become autonomous: two or three years,” suggesting that when development of human 

capital is completed in only two or three years, it has a tendency to lead to coerced resigna-

tion. However, for the even shorter dummy for “employees expected to become autono-

mous in around one year,” a clear impact could not be seen. This suggests that there are few 

incentives for employees to remain at companies that devote practically no effort to devel-

opment of human capital, and many employees resign of their own accord (rather than be-

ing coerced.) Also, expansion of the scope of work duties, rising degree of difficulty, and 

increasing amount of work are correlated with coerced resignation, indicating the significant 

impact of change in work contents. 

Next, we will analyze the impact on performance of each of the issues, using the 

Propensity Score Matching method, based on the results of analysis with Formula (1). To 

explain this analysis in simple terms, it is a comparison of changes in workplace business 

performance between workplaces where the issues (uncompensated overtime, failure or 

inability to take paid leave, and coerced resignation) occur and workplaces where they do 

not, using specimens with similar theoretical probability of the issues occurring obtained 

from analysis using Formula (1). Then, the question of whether illegal labor practices exert 

a positive impact on business performance is examined, along with the question of whether 

the work environment promotes illegal labor practices. 

The specific analysis procedure used is ATT (Average treatment effect on the treated), 

in which workplaces, with similar values for theoretical probability of problems’ occurring, 

are compared to see differences in business performance between workplaces where the 

problems occurred (1) and those where they did not (0). ATT is defined according to For-

mula (2) below.5 
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5 Explanatory variables used when estimating the Propensity Score are placed in a model that in-

cludes many of the explanatory variables in Table 1 that are subject to analysis. None of the targets of 
analysis were rejected due to testing based on balancing properties as per Dehejia and Wahba (1999, 
2002). 
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In Formula (2), Y is the index of performance change for each individual workplace. 

In this article, responses to the enterprise questionnaire that show the workplace’s difference 

in ordinary profit and sales amounts between three years ago and today are used, and in one 

analysis an “improved performance dummy” assigned a value of 1 when these figures in-

creased is employed, while in another analysis degree of change in performance was ex-

pressed as increase = 1, unchanged = 0, and decrease = -1, with both analyses applied to 

ordinary profit and sales. D are the dummy variables for occurrence of each of the problems 

in workplaces, used in the Formula (1) analysis employing explained variables. P (X, J, M) 

is the theoretical probability value of problems’ occurrence obtained from the Formula (1) 

analysis results, for which the consistent estimator of ATT was obtained by matching similar 

specimens.6 

The analysis results are shown on Table 2. First, examining uncompensated overtime, 

we find a clear and statistically significant positive correlation, with workplaces where un-

compensated overtime occurs tending to show improvement in ordinary profits. With regard 

to sales, however, no impact could be recognized. From these results, we can infer that un-

compensated overtime contributes to cost cutting by reducing the amount of compensation 

paid, implying that the uncompensated overtime is not done voluntarily in expectation of 

compensation, but rather is non-voluntary.  

As for failure or inability to take paid leave, there is a particularly clear positive im-

pact on sales. Also, in some but not all cases, there was a statistically significant positive 

effect on ordinary profit. The implication is that when workers take paid leave, economi-

cally productive activities are curtailed, meaning that fewer days of leave taken lead to in-

creased sales. However, no clear correlation could be found in terms of profits, and the re-

sults did not indicate that failure or inability to take paid leave has a positive impact on 

companies’ business performance.  

Finally, vis-à-vis coerced resignation, consistent results were not found for the two 

indicators, and in terms of ordinary profits, a statistically significant positive correlation 

could only be found with “dummy for encouragement to resign, dismissal, or reassignment 

of poorly performing employees.” This dummy is based on a strongly worded question, 

regarding employees who received the lowest possible evaluations for three consecutive 

years, and even if encouragement to resign is occurring in these cases, it cannot be directly 

viewed as problematic. 

  

                                                           
6 The consistent estimator is shown as    

 1 0

}1{1 }0{11
1

),(
1 n

Di

n

Dj oji
i i

YjiWY
n

ATT , where 1n  is  

the sample size where D = 1, and 0n is the sample size where D = 0. ),( jiW  represents the 

weighting toward subjects where D = 0 based on the Propensity Score, and is equivalent to 
1),(  j

jiW . It should be noted that the two weighting methods used, Nearest Neighbor Matching 

and Kernel Matching, are those that have commonly been used in previous studies. 
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IV. Interpretations of Employees’ Subjective Perceptions of “Black Companies” 
 

This section addresses the second analysis, i.e., employees’ subjective perceptions of 

their employers as “black companies.” Here, in addition to the uncompensated overtime, 

failure or inability to take paid leave, and coerced resignation discussed in the preceding 

section, we will examine whether characteristics of “black companies” cited by Konno 

(2013), Kanisawa (2010), and Ouchi (2014), such as harassment and unreasonable quotas, 

are linked to subjective perceptions of “blackness.” 

 This article considers employees’ perceptions of “blackness” to be a subjective vari-

able. There is a wealth of existing quantitative analysis dealing with subjective variables 

like those examined in this article, including Ota (2013), Sannabe and Saito (2008), Shi-

manuki (2007), and Shinozaki et al. (2003). In all of these studies, the subjective variables 

subject to analysis are believed to be assessed by employees through comparison of their 

companies with others having similar attributes. With this in mind, this article follows pre-

vious studies in assuming that employees’ subjective perceptions of whether or not they 

work for a “black company” are formed through comparison with other workplaces.  

Also, as reflected in the phrase “self-sacrifice without reward” in Hamaguchi (2013),7 

even when assuming that employees in two different workplaces face similar degrees of 

adversity, and the workers’ subjective perceptions are formed in similar ways, assessments 

of their workplaces as “black” differ depending on whether or not they consider their efforts 

rewarded in some manner. For example, the same person forced to do uncompensated over-

time may not perceive the employer as “black” if this effort is rewarded in some way other 

than overtime pay, such as long-term training, a raise in basic wages, or job security, 

whereas the company will be seen as “black” if these rewards are scarce or nonexistent. The 

theory of compensatory wages (i.e. that wages compensate for working time overall, even 

when some specific work performed is uncompensated) holds that if wages are high enough, 

workers will act with the same utility even when their jobs entail risks. With this in mind, it 

is necessary to take differentials in wages as a whole, as well as non-monetary compensa-

tion, into account when analyzing the problems affecting workplaces.  

 

  

                                                           
7 According to Hamaguchi (2013), in the past many Japanese companies were what would today 

be considered “black companies” purely in terms of working styles, but employees reaped benefits in 
terms of long-term job security and seniority-based pay increases. Today’s “black companies” tend to 
saddle employees with the same burden as the traditional companies but without rewards such as 
long-term job security and seniority-based raises, which Hamaguchi characterizes as “self-sacrifice 
without reward.” 
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V. Analysis of Subjective Perceptions of “Blackness”: Data, Analysis Methods, 
and Analysis Results 

 

1. Data and Procedures Used for Analysis 
Data from the Workers’ Tankan 268 survey is employed in analysis of workers’ sub-

jective perceptions of “blackness.” This survey, which directly asked workers whether or 

not they consider their employers “black companies,” was an online survey9 targeting em-

ployees of private-sector enterprises aged 20–64, in the Tokyo and Kansai (Osa-

ka-Kyoto-Kobe) regions, and although allocation was used to avoid the tendency of online 

surveys to be biased toward younger respondents, Japan Institute for Labour Policy and 

Training (2005) and Ishida et al. (2009) have noted that subjective responses on online sur-

veys also tend to be more negative, meaning we must take into account the possibility of 

exaggerated perceptions of “blackness.” For consistency with early analyses in this article, 

non-regular employees and management-level personnel (section manager or above) were 

omitted from the analysis. 

The analysis model is expressed as Formula (3) below. Bi on the far left side of For-

mula (3) is a subjective variable expressing each subject’s response to the question of 

whether his or her employer is a “black company,” assigned the values of 4 (Yes, I think it 

is), 3 (I agree more than disagree that it is), 2 (I disagree more than agree that it is), and 1 

(No, I don’t think it is). OLS and order logit analysis10 were carried out with these as the 

explained variables. 

   ijpAwwaB bababa
i 654321 lnln       (3) 

Wa the far right-hand side are values for the workers’ annual income from working, 

obtained from the survey. However, these are approximated continuous variables, as the 

Workers’ Tankan 26 features multiple-choice responses placing workers in income brackets, 

so, for example a worker making “from ¥3 million to ¥39.9 million” is calculated as earning 

¥3.5 million, the median for this category. Wb was derived by obtaining employees’ “pre-

scribed monthly salary” and “annual bonuses and other compensation” by prefecture, in-

dustry, size category of company, age group, and gender from data of the 2012 Basic Survey 

on Wage Structure, and inserting the numerical value for “prescribed monthly salary × 12 + 

annual bonuses and other compensation” of the cell that most closely fits the Workers’ 

Tankan 26 survey subject’s attributes out of 7,800 possible cells. Thus, it is possible to 
                                                           

8 Individual sample data for the Workers’ Tankan 26 (courtesy of the Research Institute for the 
Advancement of Living Standards) was supplied by the SSJ Data Archive of the University of Tokyo 
Center for Social Research and Data Archives. 

9 For sample extraction and allocation methods, refer to the Research Institute for the Advance-
ment of Living Standards (2013, 2). 

10 A separate Probit analysis was also carried out with the dummy for perception of subject’s em-
ployer as a “black company” assigned as value of “1” when the response to the question is valued 3 or 
4. 
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compare workers’ incomes with other people who have similar attributes and work for en-

terprises with similar attributes.11 Aa-b, Pa-b of the right-hand side are variables relating to 

non-monetary rewards at each place of employment, and variables representing the severity 

of workplace issues. Although the Workers’ Tankan 26 contains answers to questions relat-

ing to the presence or absence of problems such as workplace harassment, and about the 

presence or absence of opportunities for career advancement, these are subjective responses 

and are thought to constitute survey respondents’ evaluations of the situations at their own 

workplaces in comparison with those of another comparable workplace b that they envi-

sioned. Specifically, as shown in Table 3, for each explanatory variable involved, Aa-b, pa-b 

was created from the responses to the relevant questions. j on the right-hand side represents 

the enterprise attributes, consisting of enterprise size, industry dummy, and dummy with 

in-house labor unions within the enterprise. i represents individual attributes, dummy with 

university or graduate school degree, age, male dummy, married dummy, dummy for having 

a child, years of continuous service, dummy for number of working hours per week last 

month, and area of residence dummy used, with data controlled for economic circumstances 

at the time the employee began working by matching with the annual average ratio of job 

offers to job seekers by prefecture at the time the employee was hired, derived from the 

general employment placement situation data.   

This analysis controls for monetary and non-monetary rewards, so as to elucidate 

which among the multiple labor problems have a particularly strong impact on subjective 

perceptions of “blackness.” The results should provide insight into which information ought 

to be provided to workers when they are choosing a place of employment. For example, if 

workplace harassment has a major impact, we can conclude that word-of-mouth comments 

on corporate culture from employees, which are made available by some employment 

placement information services, ought to play an important role. See Appendix Table 2 for 

basic statistics on the data set. 

 

2. Results of Analysis 
The results of analysis using Formula (3) are shown on Table 4.12 Here, taking into 

account the possibility that for women, the workplaces with which they are comparing their 

own workplaces contain many non-regular workers, with a corresponding impact on income, 

an analysis limited to male subjects was added. In addition, an analysis was added in which 

variables related to non-monetary rewards and workplace problems are omitted from the  
                                                           

11 However, as Shinozaki et al. (2003) have pointed out, it is not clear what sort of other workers 
the workers are comparing themselves to, and there is a problem in that bw defined in this way in-
cludes some degree of observational error. In fact, in the analysis results of Shinozaki et al. (2003), 
there were multiple cases in which a wage gap that corresponds to the aw , bw in this article did not 
affect the subjective responses. 

12 In the estimate using OLS, the Variance Inflation Factor (VIF) was calculated in order to verify 
the multicollinearity problem, but in all models there were no more than a few variables with a maxi-
mum VIF of around 3.5 at the maximum, and the average VIF was below 2 in all models. 
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Table 4. Analysis Results for Subjective  
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Perceptions of “Blackness” 
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Table 4  

 
Notes: 1. Figures in brackets indicate the standard error. 

2. Explanatory variables include male dummy, continuous years of service, married dummy,  
at time employee was hired. 

3. *** indicates significance at the 1% level, ** at the 5% level, and * at the 10% level. 
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(Continued) 

 

 
dummy with children, place of residence dummy, and ratio of job offers to job seekers  
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explanatory variables, and only the easily and externally verifiable explanatory variables 

such as labor conditions and indicators such as industry and enterprise size were used. 

On Table 4, turning our attention first to labor-derived income, we find that the re-

spondent’s own labor-derived income generally has a significant negative impact. In partic-

ular, when variables such as labor issues are omitted from the explanatory variables, it is 

clear that the higher the income, the lower the likelihood of subjective perceptions of 

“blackness.” We may infer that among the rewards cited by Hamaguchi (2013), monetary 

rewards are highly important. On the other hand, the annual income at workplaces with 

which subjects compared their own workplaces did not show a statistically significant result. 

As Shinozaki et al. (2003) have indicated, there is a possibility of wide margin of observa-

tional error for such variables. As for working hours, a significant positive result emerged 

from the “50 hours or more” dummy. While the results may be seen as not significant when 

men only are treated, as a general rule longer working hours are positively correlated with 

subjective “black” perceptions. Examining the variable related to non-monetary rewards, in 

the analysis using perceived “blackness” as the explained variables, the “dummy for suc-

cessful work-life balance” shows a significant negative correlation. However, significant 

impact was not found for variables such as professional development and allocation of re-

sponsibility and discretion. It can be inferred that the more workplaces are designed to facil-

itate work-life balance, the more the perception of “blackness” is diminished. 

Next, let us examine the analysis results for variables related to workplace problems 

such as uncompensated overtime. Each of these problems generally shows a statistically 

significant positive result, i.e. the more these problems are present, the greater the subjec-

tive perceptions of “blackness.” In particular, the variables pertaining to uncompensated 

overtime, failure or inability to take paid leave, and coerced resignation, as well as “high 

rate of employee turnover,” showed a clear impact across all analysis results. We may con-

clude that these problems are especially strongly linked to workers’ subjective perceptions 

of “blackness,” and thus that information on whether or not these issues exist, and if so to 

what degree, should be disclosed to job seekers regarding potential places of employment. 

Finally, when we examine the individual attribute and enterprise attribute variables, it 

is evident that age has a statistically significant negative correlation across all analyses, i.e. 

the younger workers are, the more likely they are to perceive workplaces as “black.”13 

Meanwhile, with regard to the dummy with in-house labor union, when using a model that 

does not include workplace problem variables or non-monetary compensation variables, 

                                                           
13 Konno (2013) states that what differentiates contemporary “black companies” from traditional 

companies where illegal labor practices existed is that young workers, who at conventional companies 
would be cultivated for the future, are instead “used up and discarded.” The Research Institute for the 
Advancement of Living Standards (2013) notes that the younger workers are, the less likely they are 
to seek help outside the company regarding labor law violations, and it is possible that workplaces 
with many young employees are have a low risk of legal consequences and little motivation to address 
illegal labor practices. 
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there is a consistent result of statistically significant negative impact. However, the impact 

of labor unions disappears when the above-mentioned variables are included in the explan-

atory variables, suggesting that companies with in-house labor unions are more likely to 

have improved with regard to workplace problems and non-monetary compensation. No 

clear impact was visible with regard to the industry and enterprise size dummy variables. 

This is true also if subjective responses are omitted from the explanatory variables, indicat-

ing that it is difficult to judge whether a workplace is likely to be perceived as “black” from 

industry and enterprise size alone. 

 

VI. Summary 
 

The analyses in this article found that workers tend not to apply for overtime pay, 

even when overtime work is performed, when performance-based evaluations and profit 

targets are in place, as well as when there is a company-wide prohibition on overtime. On 

the other hand, the problem was less likely to occur when compliance training was carried 

out, and when there was a company-wide system of overtime surveys in place. With respect 

to performance-based evaluations and profit targets, in some cases workers may do uncom-

pensated overtime voluntarily with the expectation of receiving high remuneration for re-

sults achieved, but this study found the effects of overtime survey systems and compliance 

training on occurrence of uncompensated overtime were significant, implying that the 

problem largely arises due to management’s lax stance toward compliance. It was also 

found that although the practice of uncompensated overtime has no apparent effect on busi-

ness establishments’ sales figures, it does have the effect of boosting ordinary income. This 

suggests that the cost reduction benefits of not paying wages outweigh the potential punitive 

costs of not following labor rules,14 and if the situation does not improve, there is a risk of 

economic “natural selection” weeding out the rule-abiding businesses in favor of the 

non-abiding ones. Uncompensated overtime was found to be a major factor in employees’ 

subjective perceptions of their employers as “black companies,” suggesting that much un-

compensated overtime should be considered non-voluntary. 

Causes of failure or inability to take paid leave were found to include being assigned 

profit targets, and irregularity in workload on a week-to-week basis. Meanwhile, factors 

contributing to coerced resignation were found to include job attributes such as lack of ma-

jor emphasis on human capital accumulation, even though it may be considered important to 

some extent, and significant fluctuations in volume or difficulty of work. Neither issue 

                                                           
14 The Ministry of Health, Labour and Welfare “Results of Correction of Uncompensated Over-

time Through Supervision and Guidance” (FY2012) lists enterprises that paid 1 million yen or more to 
compensate for unpaid wages at higher overtime rates. The figures show that the maximum amount 
paid by a single company was 540.8 million and the average amount 8.19 million, and one may as-
sume that these amounts would have gone directly into the companies ordinary income if government 
guidance had not taken place. 
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seems to be clearly correlated with improved profitability of workplaces, thus this cannot be 

considered an incentive for non-compliance with labor regulations in this regard. However, 

no negative impact on profit was evident either. This indicates that there is a need for 

measures to induce voluntary compliance with rules governing both paid leave and resigna-

tion. It should also be noted that failure or inability to take paid leave, and coerced resigna-

tion, both clearly heightened employees’ perceptions of “blackness.” 

This study found that in addition to the above three issues, workers’ subjective per-

ceptions of “blackness” are shaped by such factors as high rate of employee turnover, ex-

cessively long working hours, workplace harassment, and unreasonable quotas. As de-

scribed in Ouchi (2014), disclosure to job seekers of as much information as possible about 

prospective employers, to aid in the process of selecting an employer, is an important social 

mechanism to address the problem of “black companies.” It is vital that information about 

companies, enabling the labor force to gauge the extent of problems such as those described 

in this article, be made available in advance. Specifically, this information could include 

actual, rather than nominal, working hours and salary payments; percentage of paid leave 

days actually taken; rate of employee turnover and employees’ primary reasons for resign-

ing. As this information is organized and made available, business establishments where 

these problems are severe will have a corresponding degree of difficulty in securing human 

resources, and compliance with labor rules will be linked to better business performance 

even in the short term. We can conclude that such information disclosure would be a highly 

significant step forward. 
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Appendix Table 1. Basic Statistics for Data Set Used in Analysis of Factors of 
Contributing to Labor Law Violations 
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Appendix Table 1 (Continued) 
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Appendix Table 2. Basic Statistics for Data Set Used in Analysis of 
Subjective Perceptions of “Blackness” 
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Appendix Table 2 (Continued) 
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