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Foreword

The Japan Institute for Labour Policy and Training (JILPT) was established in October 2003 with the
objective of contributing to the planning of labor policies and working toward their effective and
efficient implementation. In order to achieve this objective, the Institute works towards building a
network with overseas research institutions and individual researchers, and is also engaged in the
promotion of joint study from an international perspective.

This publication describes and analyzes the current status of labor issues in Japan. The authors are
primarily JILPT researchers; assistance has been provided by officials at the relevant departments of the
Ministry of Health, Labour and Welfare regarding explanations of concrete labor measures, and JILPT
International Affairs Department is responsible for compilation and editing.

In principle, this publication is issued alternately as “General Overview” and “Detailed Exposition”
editions. The General Overview 2013/2014 edition was issued in January 2014, and provides an
exhaustive range of write-ups that covered basic points on issues related to labor issues and labor
policies in Japan. Consequently, as opposed to the General Overview, this Detailed Exposition
2014/2015 edition provides recent write-ups by JILPT researchers dealing mainly with important labor
issues.

We hope that this publication will help its readers gain an understanding of the current labor situation

in Japan.

February 2015
SUGENO Kazuo, President

The Japan Institute for Labour Policy and Training
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Trends in Non-regular

| Employment in Japan and Analysis
of Several Related Themes

As in other countries, in Japan the diversification
of employment is progressing, meaning in effect the
increasing prevalence of non-regular employment.
This trend presents a range of socio-economic
problems. In this section, we present the results of an
analysis of Japan’s diversification of employment in
recent years and several issues that accompany it,
based on the contents of our JILPT Research Report
No. 161, “Transition in Diversification of
Employment 111: 2003/ 2007/ 2010”, published
November 2013.* This report is based in turn on
figures specially tabulated by JILPT from the
Ministry of Health, Labour and Welfare “General
Survey on Diversified Types of Employment”
(hereinafter, “the Diversification Survey”), one of the
central government’s statistical surveys on
diversification of employment in Japan. The
Diversification Survey is conducted once every three
or four years, and the figures specially tabulated for
this report were from three surveys carried out in
2003, 2007 and 2010.

The Diversification Survey consists of a survey of
business establishments (the “Survey on
Establishments™) and a survey of workers employed
at these establishments in various formats, including
regular employees (the “Survey on Workers™). The
Survey on Establishments investigates changes in the
number of workers in diverse types of employment
and their percentages of the entire workforce, as well
as establishments’ reasons for utilizing non-regular
employees and the status of application of systems for
each type of employment. Meanwhile, the Survey on
Workers covers the character of workers, their current
status of employment, reasons for being non-regular

employees, and levels of job satisfaction.

To give an outline of the contents of this chapter:
Part 1 shows trends in diversification of employment
through comparison of data from the three survey
years. Part 2 reports the outcomes of an analysis of
trends related to regulatory changes made between
the surveys. Next, other thematic analysis results
from Report No. 161 that are particularly relevant to
non-regular employment trends were selected, and
Part 3 discusses establishments’ reasons for utilizing
contract employees and the employment conditions
and attitudes of these workers, while Part 4 discusses
the impact of application of systems for each type of
employment on ratios of types of workers. Finally,
the section ends with a brief summary of the author’s
views on non-regular employment in Japan.

The following are the definitions of various
employment types from the Diversification Survey,
which will be used throughout this section.

- Regular employees: Persons hired for an indefinite
period, excluding part-time employees and
employees temporarily transferred to other
companies.

- Contract employees: Employees with a fixed
contract term who engage in specific work to
exercise their specialist capabilities.

- Entrusted employees: Those employed by contract,
with the purpose of reemploying retired employees
for a certain period of time.

- Transferred employees: Employees temporarily
transferred from other companies under
secondment agreement, regardless of whether they
belong to the companies from which they were
transferred.

1 This report is summarized in English on the JILPT website:

See http://www.jil.go.jp/english/reports/jilpt_research/2013/n0.161.htm

2 The survey only covers the years up until 2010, so this article may not be the best place to obtain a picture of the latest
developments in non-regular employment in Japan. Since then, the government has taken steps to end deflation and boost the
economy, and as these take effect there has been a modicum of improvement in the status of non-regular employees working
under poor labor conditions. However, the basic structural problems cannot be said to have undergone any significant change.
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- Dispatched workers: Those who were dispatched
from employment agencies under the Worker
Dispatch Act. These are further subdivided into
“registered dispatched workers,” who are under
contract with the dispatcher only during the period
when they are dispatched, and “regularly employed
dispatched workers,” who are permanent
employees of the dispatcher.

- Temporary employees: Those employed on a
temporary or daily basis, with employment period
not exceeding one month.

- Part-time workers: Those whose employment
periods exceed one month, or is indefinite, but who
have shorter regular working hours per day or
fewer regular number of working days per week
than full-time employees.

- Others: Employees other than those described
above.

Part 1 Trends in Diversification of
Employment

Part 1 examines the status of diversification of
employment as seen in the Diversification Survey,
and tracks the changes in survey results for several
items specific to the survey.

1. Status of Diversification of Employment

The percentage of regular employees declined,
from 65.4% in 2003, to 62.2% in 2007, to 61.3% in
2010, and it follows that the percentage of non-

regular employees is increasing. However, the rate of
decline during the 2003 to 2007 period (hereinafter,
“the first period”) averaged 0.8 percentage points per
year, but during the 2007 to 2010 period (hereinafter,
“the second period”) it was 0.3 percentage points per
year. In other words, the pace of transition to non-
regular employment showed signs of slowing during
the second period.

With regard to the breakdown of non-regular
employment types, significant change was seen not in
the percentage of part-time workers (hereinafter,
“part-timers”), but in the percentages of full-time
non-regular employees. For example, the percentage
of contract employees rose from 2.3%—2.8%—3.5%,
and the percentage of entrusted employees rose from
1.4%—1.8%—2.4%. The remarkable fluctuation was
seen in the percentage of dispatched workers, which
went from 2.0%—4.7%—3.0%.

In terms of reasons behind this, several can be
cited: (1) While a gradual economic recovery was
evident, in many cases it was not sufficient to compel
employers to meet increasing labor needs by actively
seeking out full-time workers, and instead they hired
a greater number of full-time non-regular employees,
(2) The relatively large increase in the percentage of
entrusted employees during the second period reflects
the fact that members of the Japanese postwar baby
boom generation reached the standard retirement age
of 60 from 2007 onward. However, many remained
employed until the age of 65, classified as entrusted
employees rather than regular employees, following a

Figurel-1 Status of Employment Diversification (Change in Percentages of Workers of
Each Type)
14 1 5

2003_ 230 [ 34 ]
06

2007 622 2’8 -I 47 22,5 [ 43 |
0.7

2010 613 350 2.4 | 229 [ 47 |

50% 60% 70% 80% 90% 100%

@ Regular employees B Contract employees
M@ Dispatched workers @ Temporary employees O Part-time workers

O Entrusted employees [ Transferred employees

O Others

Note: Left side of graph shows the 50% mark, not 0%.
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Trends in Non-regular Employment in Japan and Analysis of Several Related Themes

2006 revision of the Act on Stabilization of
Employment of Elderly Persons intended to address
this sudden wave of retirements, and (3) Regarding
dispatched workers, the previously prohibited
dispatch of workers for manufacturing work was
legalized in 2004, and the first period saw dramatic
growth in their utilization, but the downsizing of
manufacturing business activities following the
financial crisis that struck in autumn 2008 caused
utilization of dispatched workers to be scaled back
during the second period.?

As these reasons illustrate, in terms of the growth
of non-regular employment, the diversification of
employment is progressing under the influence of
fluctuations in economic conditions and revisions to
labor regulations.

2. Business Establishments’ Reasons for
Utilization of Non-regular Employees

One of the items covered by the Diversification
Survey is the reasons why businesses hire various
types of non-regular employees. Let us examine the

three main types of non-regular employees: contract
employees, dispatched workers, and part-timers
(Table 1-2).

The most widespread reason for hiring contract
employees was “To deal with specialized operations”,
followed by “To obtain capable personnel who will
contribute immediately” . For dispatched workers this
order was reversed, with the most often cited reason
being “To obtain capable personnel who will
contribute immediately”, followed by “To deal with
specialized operations”. These reasons appear similar,
but the reasons for hiring dispatched workers were
somewhat more disparate than those for hiring
contract employees.

Meanwhile, the most often cited reason for hiring
part-timers was “To economize on wages , followed
by “To deal with busy and slack periods on a daily or
weekly basis” .

There was no major structural change to the
prevalence of reasons among the three survey years,
but we may note that “For elderly person
reemployment measures” rose over time as a reason

Table -2 Employers' Reasons for Hiring (Utilizing) Non-regular Employees
(Three Most Common Employment Types, Multiple Responses Possible)

Reason for utilization by businesses

Regular employees cannot be obtained

To enable regular employees to specialize in key operations
To deal with specialized operations

To obtain capable personnel who will contribute immediately
To adjust employment volume in response to business cycles
To deal with extended business (operation) hours

To deal with busy and slack periods on a daily or weekly basis
To respond to shifts in special or seasonal work volume
To economize on wages

To economize on non-wage labor costs

For elderly person reemployment measures

As replacements for regular employees taking childcare or nursing-care leave
Other

(%)
Contract employees ~ Dispatched workers ~ Part-time workers
2003 2007 2010 2003 2007 2010 2003 2007 2010
143 182 171|169 260 206|124 176 16.0
154 106 151 172 204 16.1 | 128 153 175
449 436 417|259 202 270|101 127 133
379 383 373|396 352 306|123 118 119
217 156 150|264 257 247|234 180 232
89 64 73| 28 34 63204 217 238
35 45 91| 80 131 95350 372 412
90 50 75144 203 174 (154 145 188
303 283 302|262 188 187|550 41.1 472
119 81 13.0|266 166 162 239 213 308
73 11.0 146 1.7 26 34| 64 79 97
21 24 51| 88 65 151 | 21 16 52
1.8 132 46| 17 70 21| 24 106 68

3 The change in percentages of dispatched workers in the manufacturing sector was 2.0% — 9.8% —4.9%.

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015



for hiring contract employees, there was a drop in
hiring of dispatched workers for labor cost-based
reasons such as “To economize on wages , and “To
enable regular employees to specialize in key
operations” rose as a reason for hiring part-timers.
Also, in 2007 when the economy was comparatively
strong, “Regular employees cannot be obtained” was
higher than in other years for all types of non-regular
employment.

3. Non-regular Employees’ Reasons for
Selecting Their Type of Employment

Next, let us examine non-regular employees’
reasons for selecting their type of employment, an
item covered in the section of the Diversification
Survey targeting individual workers. Here as well, we
will examine three main types of employment, but
here separate results are shown for male and female
respondents, as there are disparities between their

responses (Table 1-3).*

For contract employees, the two most common
responses were “To make use of specialized
qualifications or skills” (“Utilization of
specialization”) and “Was unable to secure regular
employment” (“Lack of regular employment
opportunities”). Along gender lines, among males
“Utilization of specialization” was more prevalent
than “Lack of regular employment opportunities”,
while “Lack of regular employment opportunities”
was somewhat more prevalent among females. For
dispatched workers, both “regularly employed” and
“registered”, and both male and female, “Lack of
regular employment opportunities” was the most
common response, but the second most common
response differed depending on gender and year of
survey. Among male regularly employed dispatched
workers, “Utilization of specialization” held the

Table I-3 Non-regular Employees' Reasons for Selecting Their Type of Employment
(Three Most Common Employment Types, Multiple Responses Possible)

Contract
employees

2003 2007 2010
To make use of specialized qualifications or skills | 549 47.0 513
To engage in a higher-income occupation 177 21.0 19.8
To work hours that are convenient for me 87 122 101
To work shorter hours or fewer days 65 112 79
Work is easy and responsibilities are light 33 72 61
Wanted to carry out "employment adjustment” | 1.7 30 26
To supplement household income, earn tuition, etc. 55 93 938
To earn money | could spend freely 72 109 81
Shorter commute 98 125 122
Did not want to be constrained by an organization | 134 94 86
Lack of regular employment opportunities 329 326 331
For domestic reasons, or 5o as to engage in non-work activities as well | 4.1 53 56
Lacked physical endurance to work as a regular employee | 2.4 29 1.9
Other 70 245 137

(%)
Men

Regularly employed
dispatched workers

2003 2007 2010
360 287 326
205 23.1 188
52 87 97
49 47 51
54 133 137
19 12 12
49 90 54
93 133 97
128 128 113
165 106 75
363 375 478
82 62 40
34 19 08
76 293 56

Registered
dispatched workers

2003 2007 2010
346 184 189
203 267 224
134 146 220
49 122 152
71 176 127
12 1.7 19
74 75 155
127 241 225
112 133 86
163 11.1 94
49.7 436 528
130 78 132
05 17 11
55 172 69

Part-time workers

2003
11.9

6.8
454
233
11.9

43
234
30.7
18.5
11.5
26.8
17.9

25

0.5

2007
13.7

9.8
56.6
18.7
155

7.2
339
22.0
16.4
18.0
16.0
14.2

2.7

2.6

2010
17.1
52
48.7
17.9
15.9
3.2
17.8
334
19.9
6.5
254
9.7
5.8
5.2

4 As examination of the entire table shows, the biggest difference between men and women is the greater diversity of choices made

by women.

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015



Trends in Non-regular Employment in Japan and Analysis of Several Related Themes

Contract
employees

2003 2007 2010
To make use of specialized qualifications or skills | 29.3  28.7  30.1
To engage in a higher-income occupation 122 137 119
To work hours that are convenient for me 108 146 135
To work shorter hours or fewer days 77 106 78
Work is easy and responsibilities are light 50 53 43
Wanted to carry out "employment adjustment” | 46 14 1.0
To supplement household income, earn tuition, etc. | 21.5 26.0 244
To earn money | could spend freely 204 156 158
Shorter commute 181 203 218
Did not want to be constrained by an organization | 70 50 4.0
Was unable to secure regular employment 387 306 358
For domestic reasons, or so as to engage in non-work activitiesaswell | 15.3 162 19.7
Lacked physical endurance to work as a regular employee | 2.7 2.7 2.1
Other 70 206 96

Women

Regularly employed
dispatched workers

2003 2007 2010
138 128 166
137 210 174
141 179 2638
77 164 153
6.6 104 207
65 20 05
219 254 236
204 137 142
201 216 198
150 127 104
437 351 368
227 197 162
25 12 14
31 216 54

Registered
dispatched workers

2003 2007 2010
190 133 162
149 172 139
175 260 246
108 171 8.9
6.2 10.1 9.9
55 16 20
164 211 244
174 191 154
144 213 16.1
275 140 101
383 353 436
278 252 245
30 16 26
41 150 63

Part-time workers

2003
9.0
7.0

37.6

19.3
10.6
13.9

46.0

27.4

36.0
6.7

20.5

27.3
6.2
1.9

2007
7.5
2.2

55.7

29.9
6.5
7.1

45.1

229

279
19

11.0

37.7
3.2
6.3

2010
11.0
4.6
50.7
193
8.1
6.8
46.9
21.7
33.0
1.0
129
38.0
31
24

second position in all survey years, whereas among
male registered dispatched workers “To engage in a
higher-income occupation” (“Comparatively higher
income”) was more common than “Utilization of
specialization” in 2007 and 2010. In both of these
years, “To earn money | could spend freely”
("Disposable income™) had also gained prevalence as
a reason. These trends can be seen as linked to the
lifting of the ban on dispatched workers in
manufacturing. Meanwhile, among female dispatched
workers, in 2003 the second most common reason
was “For domestic reasons, or so as to engage in non-
work activities as well”, but in 2007 and 2010 this
was surpassed by “To work hours that are convenient
for me” (“Convenient work times”), particularly
among registered workers. Among male part-timers,
the most common reason was “Convenient work
times”, followed by “Disposable income” and “To
supplement household income, earn tuition, etc.”
("Household income supplementation, etc.”). Among
their female counterparts, “Household income
supplementation, etc.” and “Convenient work times”
were approximately equivalent, but the percentage for
the latter rose somewhat in recent years. Among
female part-timers, “Lack of regular employment
opportunities” had already been a relatively
infrequent response, but in recent years it fell further

to approximately 10%.

4. Occupations Engaged in, by Type of
Employment

Next, let us examine the types of occupations
workers were engaged in, by type of employment
(Table 1-4). For each type of non-regular employment,
there were certain occupations that were much more
common than they were among regular employees.
Among contract employees, this was true of
“Specialized or technical occupations”. However, the
percentages for this rate may be affected greatly by
the definitions employed by the survey, and it is not
necessarily true that contract employees tend to be
engaged in sophisticated or highly specialized
occupations. Among dispatched workers, “Clerical”
was by far the most common in 2003, but in 2007 and
2010 it fell, while still remaining high, while the
percentage engaged in “Manufacturing processes or
labor” rose.

Part-timers gave “Service positions” as the most
common response, followed by “Sales positions” and
“Manufacturing processes or labor”. For the
percentages of other occupations, please refer to
Table I-4.
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Table -4 Types of Occupations Workers Were Engaged in, by Type of Employment
(%)
Total Specialized Administrative ~ Clerical Sales Service  Securit: Teanspott] Marr(l)léiasggusri)nrg Other
or technical Y communications* plabor**
2003 {1000| 157 196 39.3 7.9 48 05 3.8 8.2 0.2
Regular
employees | 2007 [1000| 195 192 355 6.9 5.2 0.0 36 98 03
2010 [1000| 138 15.1 46.0 8.0 6.4 0.4 34 6.9 0.0
2003 [ 1000| 725 1.2 8.6 2.7 46 0.7 22 75 0.0
Contract
employees | 2007 1000|274 3.1 26.5 9.1 11.1 16 6.3 115 34
2010 [1000| 313 35 25.0 10.0 107 2.7 83 83 03
2003 [1000| 163 1.9 26.4 47 9.4 31 10.1 18.0 0.1
Entrusted
employees | 2007 [1000| 173 105 20.2 6.9 9.0 25 1.0 173 53
2010 {1000| 1738 122 26.8 74 74 23 147 11.1 0.4
Requly 2003 [1000| 152 28 52.0 24 53 0.0 5.0 174 0.0
employed 2007 | 1000| 236 2.1 25.0 25 2.7 05 2.7 39.0 1.9
dipachedworkers | 5010 11000| 226 20 304 29 82 04 94 240 0.2
Registered | 2003 [1000| 100 0.7 733 17 47 0.0 22 73 0.0
dispatched | 2007 | 100.0 7.9 06 52.7 2.1 54 0.2 1.1 26.5 36
workers 2010 [100.0| 102 02 56.4 26 48 02 46 20.1 1.1
2003 | 100.0 7.4 06 1.6 56 333 5.7 48 309 0.1
Temporary
employees | 2007 [1000| 129 0.2 1.7 136 2022 5.1 102 19.1 7.0
2010 | 100.0 6.9 2.1 185 8.5 36.3 0.4 9.2 17.7 0.5
2003 | 100.0 7.2 13 242 143 317 0.8 38 16.7 0.0
Part-time
workere 2007 | 100.0 6.7 13 25.9 13.0 28.1 0.7 3.7 155 52
2010 | 100.0 86 1.0 221 192 30.1 0.7 8.4 96 03
2003 | 100.0 78 19 26.9 102 174 1.0 29 316 0.2
Other 2007 | 100.0 8.5 3.1 193 1.3 203 25 3.1 249 7.0
2010 (1000| 104 34 227 102 20.1 23 9.7 19.8 15

Notes: *In 2010, "shipping and machinery operation" and “transport, cleaning, packaging, etc.” were added”.
** 2010 figures were obtained by adding "manufacturing processes" and "construction and mining".

5. Change in Satisfaction Levels

In the “Survey of workers” section of the
Diversification Survey, workers were asked to select
from among five levels of satisfaction: “Satisfied”,
“More or less satisfied”, “Cannot say either way”,
“More or less dissatisfied”, and “Dissatisfied”. Here,
let us examine the D.l. of response percentages for
working life as a whole, with the percentage
“Dissatisfied” or “More or less dissatisfied”
subtracted from the percentage “Satisfied” or “More
or less satisfied” (Figure 1-5).

In Figure I-5, many things are evident. One is that
between 2003 and 2010, the level of satisfaction rose
gradually among regular employees, while among

m Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015

non-regular employees the same trend can only be
seen among male registered dispatched workers, with
the other categories largely showing a pattern of
satisfaction levels dropping in 2007 and rising again
in 2010. A second point is that when comparing types
of employment, satisfaction was highest overall
among regular employees, followed by entrusted
employees, then by contract employees and part-
timers, with dispatched workers having the lowest
levels. Thirdly, when comparing genders, while there
is not a significant gender-based disparity among
regular employees, male contract employees and
entrusted employees were more satisfied than their
female counterparts, while the opposite was true
among dispatched workers and part-timers. The low
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Figurel-5 Changein D.I. of Levels of Satisfaction with Working Life as a Whole
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Note: Satisfaction level D.l. = Percentage who were "Satisfied" or "Somewhat satisfied" minus percentage who were "Dissatisfied" or "Somewhat

dissatisfied"

satisfaction level among dispatched workers largely
owes to the dissatisfaction of the male contingent.

Part2 Employment Diversification
Trends Related to Regulatory Changes
during the Period

In terms of regulatory changes relating to
diversification of employment between 2003 and
2010, some have already been described. The three
key revisions were (1) the lifting of a ban on dispatch

of workers in the manufacturing work under the
March 2004 revision of the Worker Dispatch Act, (2)
a 2006 revision of the Act on Stabilization of
Employment of Elderly Persons making it mandatory
for businesses to offer employment to over-60
workers until they turn 65, and (3) an April 2008
revision of the Part-time Workers Act requiring equal
or balanced treatment of part-time and full-time
workers in terms of wages and other matters.> Below,
we will examine the relevant findings of the
Diversification Survey with regard to dispatched

5 The respective full names of these laws are: (1) Act for Securing the Proper Operation of Worker Dispatching Undertakings and
Improved Working Conditions for Dispatched Workers, (2) Act on Stabilization of Employment of Elderly Persons, and (3) Act
on Improvement, etc. of Employment Management for Part-time Workers.
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workers in the manufacturing work, entrusted
employees (particularly male employees aged 60-64),
and part-timers.

1. Dispatched Workers in the Manufacturing
Work

Unfortunately, not only for dispatched workers but
for all employment types, the Diversification Survey
does not provide data on whether workers are in the
manufacturing work or not. For this reason, we
tabulated and analyzed the data for “manufacturing
processes and labor” as the occupational category
most similar to “the manufacturing work” .°

According to the Diversification Survey, the
number of workers in the manufacturing work went
from 4.56 million—5.07 million—3.39 million (4.82
million when broadly defined), with the number of
dispatched workers among them fluctuating greatly
from 90,000 — 600,000 — 260,000 (330,000 when
broadly defined). It is evident that the fluctuation of
the number of workers in the manufacturing work
largely results from the fluctuation of the number of
dispatched workers.

When examining data on male workers in the
manufacturing work broken down by educational
background, the greatest change was in the
percentage of junior high school or high school
graduates (13.9% — 24.8% — 16.0%), with little
change in the percentages graduating from university
or graduate school (3.3%—3.2%—3.2%). There was
also a fluctuation in dispatched workers as a
percentage of all male junior high school or high
school graduates in the manufacturing work, from
3.0%—14.4%—9.8%. This fluctuation is particularly
pronounced among workers aged 20-29, going from
5.8% — 30.0% — 19.4%. In the context of an export-
driven economic recovery, the lifting of the ban on
dispatching workers in the manufacturing work can
be said to have quantitatively expanded employment

opportunities for male high school graduates,
particularly those of younger age.

Next, let us look at wages. Table 1-6 shows the
results of a simple regression analysis using total
monthly wages as an explained variable. This analysis
covers non-regular employees in the manufacturing
work The results show that dispatched workers in the
manufacturing work can earn significantly higher
income than their part-time or temporarily employed
counterparts. In this sense it can be said that enabling
dispatching of workers in the manufacturing work
increased employment opportunities in terms of
relative remuneration as well. On the other hand,
however, in recent years the wages of dispatched
workers have compared increasingly unfavorably
with those of contract employees. Also, although the
relevant data is not shown here, a considerable
percentage of dispatched employees have selected
this employment type unwillingly because of a lack
of regular employment opportunities, and their levels
of satisfaction are lower due to qualitatively poorer
working conditions and environment, including
longer hours and so forth.

This observation is borne out by data on level of
satisfaction with working life. Figure 1-7 shows the
satisfaction levels of male non-regular employees in
the manufacturing work expressed as numerical
scores, and on the whole dispatched workers have
lower scores than other employment types.
Satisfaction levels were particularly low in 2007,
when a large number of people were engaged in
dispatched work in the manufacturing work. We may
conclude that while lifting the ban on dispatching of
workers in the manufacturing work quantitatively
increased employment opportunities in some aspects,
from a qualitative standpoint appropriate work
environments and systems for treatment of employees
were not in place to accommodate these workers.

6 As the classifications of sectors were changed for the 2010 survey, the 2010 data does not connect directly to prior data. In 2010,
“manufacturing processes and labor” has become an independent category, and comes close to providing specific data on the
manufacturing work, but unfortunately it does not connect to the 2003 and 2007 surveys. It is necessary to keep in mind that the
“manufacturing processes and labor” data for 2010 is much narrower in scope than its counterparts in past surveys. For reference,
figures for an expanded definition where “transport, cleaning, packaging, etc.” is added to “manufacturing processes and labor”

are provided in parentheses.
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Table I-6 Results of Regression Analysis of Total Monthly Wage (OLS) Irregular Employees
Engaged in Manufacturing Work

(Only regression coefficients shown)

2003 2007 2010
(Constant) 10.651 *** 11.766 *** 13.064 ***
Male dummy 5.524 *** 7.223 *** 5.942 ***
Class label by five-year age segment 1.510%** 1.604 *** 1.473 %%
Square of class label by five-year age segment -0.130 *** -0.157 *** -0.124 ***
Large establishment dummy (1,000 employees or more) 0.076 1.359 *** 0.846 **
Medium-sized establishment dummy (300-999 employees) -0.287 0.312 -0.047
Small establishment dummy (5-29 employees) -1.107 ** 1.435%** -1.114**
Educational background dummy (vocational, technical, or junior college graduate) -0.262 0.033 -0.828*
Educational background dummy (university or graduate school) -0.550 0.540 -0.052
Employment type dummy (Registered dispatched workers) 0.786 -2.107 *** -2.995 ***
Employment type dummy (Regularly employed dispatched workers) 1.294 ** 0.176 -1.708 ***
Employment type dummy (Temporary employees) -3.205 *** -5.493 *** -7.950 ***
Employment type dummy (Part-time workers) -5.034 *** -5.834 x*x* -6.263 ***
Number of cases utilized for measurement (N) 1,415 2,421 1,378
F value 86.896 *** 133.208 *** 79.387 ***
Determination coefficient adjusted for degree of freedom (AR?) 0.422 0.396 0.406

Notes: 1) Reference items for the dummy variables are as follows: Establishment size: 30- 299 employees, Educational background: Junior high school or

high school graduate, Employment type: Contract employee

2) The marks next to the coefficients indicate significance probability, with *** indicating less than 1%, ** less than 5%, and *less than 10%.
3) This estimate covers contract employees, dispatched workers, temporary employees and part-time workers.

Figure I-7 Change in Satisfaction Level Score for Manufacturing Workers (Male):

Working Life as a Whole
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2) Satisfaction level score is obtained by assigning 2 points to "Satisfied", 1 point to "Somewhat satisfied", -1 point to "Somewhat dissatisfied", and

-2 points to "Dissatisfied", and obtaining the weighted average.
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2. Transferred Employees in Their Early
Sixties

To secure employment for workers until the age of
65 despite a standard retirement age of 60, many
companies terminate the regular employment of
workers when they reach retirement age, pay a
retirement allowance, and then rehire them as
transferred employees. The Diversification Survey
found that transferred employees as a percentage of
all workers aged 60 to 64 rose from 20.2% in 2007 to
25.8% in 2010.

Here, let us examine the data on male entrusted
employees aged 60-64, in light of the fact that
currently the overwhelming majority of company
employees working continuously until retirement age
are males.

Data on differences in work contents and
conditions before and after retirement age show that
in terms of occupations (Table 1-8), a major difference
between regular employees aged 55-59 and entrusted
employees aged 60-64 lies in the percentage in
administrative positions, with the latter being lower
than the former. We may infer that many employees
leave managerial posts upon retirement age and take
up specialized, technical, or on-site (non-clerical)
positions instead. However, among entrusted
employees there is no significant change in
occupations over time, indicating that while
employees may have managerial titles removed, when
they remain at the same companies the actual contents
of their work do not change much.

Similarly, in terms of work hours, although the
relevant data is not shown here, it indicates that while
work hours grow slightly shorter after retirement age,
they tend to stay in or near the 40-49 hours per week
range and are in effect full-time hours. Wages,
however, show a significant change, with total
monthly wages for regular employees aged 55-59
being squarely in the ¥300,000 to ¥400,000 range or
above (for approximately 80% of workers), while
among entrusted employees aged 60-64 the majority
(around 70%) earn somewhere between ¥150,000 and
¥350,000.

The data shows that, as is generally recognized,
workers who continue being employed after
retirement age have their status changed from regular
employee to entrusted employee, are removed from
administrative positions, and have their wages
adjusted downward significantly although the
contents of duties and work hours may remain largely
unchanged.

Now, let us turn our attention to satisfaction levels.
When satisfaction level scores (see footnote 2 below
Figure I-7 above) for male workers aged 60-64 are
calculated, the highest scores are for contract
employees (0.56 for level of satisfaction with working
life as a whole in the 2010 survey), with entrusted
employees in second place with a score of 0.49.
These are followed by regularly employed dispatched
workers (0.46) and part-timers (0.42). Here it should
be noted that satisfaction levels are far from high
(0.28) among workers who maintain regular
employee status in this age group.

Table -8 Comparison of Occupations of Regular Employees Aged 55-59 and Entrusted

Employees Aged 60- 64 (Male)

(%)

Total gfteecclalrlﬁ?gl Administrative ~ Clerical Sales Service  Security Corer?]rLSr?i(c);tti/ons pmaczgggt/u['a%%r Other  Unclear
Requir | 2003|1000 03 {561 19.0 6.6 36 0.0 1.1 127 0.5 0.0
employees | 2007 | 100.0 105 338 25.1 8.0 1.9 0.0 95 93 0.5 14
a9ed%5-39 1 5010 [ 100.0 86 1422 230 57 17 02 185 0.0
entusied | 2003 | 1000 182 152 194 57 6.7 39 136 17.1 0.0 0.2
employees | 2007 | 100.0 16.0 1 13.0 19.6 7.5 57 2.7 10.9 193 35 19
aged60-641 5010 [1000| 181 150 236 74 48 29 280 0.1
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Table -9 Change in Satisfaction Level Score for Entrusted Employees Aged 60-64

(%)
Workplace Relationships
Labor - o
s environment  Relationships and
ggggesn;n%f C(;Eccilr']u::s evalltiaRti . (lighting, and communication ~ Clarity of Tiels Trainingand ~ Working
po———" Wages e [ o heating/  communication ~withworkers ~ chain of e Benefits  competency  lifeasa
fulfillment s T cooling, noise ~ withreqular ~ otherthan  command Y development  whole
holidays pollution,  employees regular
Y etc.) employees
2003|100 019  {087% {0367 065 0.70 - {0787 032 012 054
2007| 082 {047y {072 {016i 069 0.69 - fo711 033 012 042
2010 0.84 (-0.08 (067 1024} 0.67 0.81 0.78 0.41 L 059/ 0.39 0.21 0.49

Notes: 1) In the 2003 and 2007 surveys, the "Relationships and communication" item did not differentiate between regular and non-regular employees.
The item "Clarity of chain of command" was newly added to the 2010 survey.
2) For an explanation of satisfaction level score, refer to Note 2 on Figure I-7.

The data shows that when comparing employment
types, the relatively higher satisfaction level of
entrusted employees is notable. However, when a
comparison of entrusted employees’ satisfaction
levels over time is carried out, some notable points
emerge. One is that between 2007 and 2010,
satisfaction with “wages” dropped into the negative
range, indicating widespread dissatisfaction in this
area. Declines were also seen in satisfaction with
“labor conditions such as work hours and holidays”,
“HR evaluations and treatment”, and “job security”.
These findings suggest that while wages are the only
area of significant change after retirement age, the
treatment of these workers has not necessarily earned
their acceptance or satisfaction.’

3. Equal or Balanced Treatment of Part-time
Workers

The April 2008 revision of the Part-time
Employment Act requires equal or balanced treatment
of part-time and full-time workers employed at the
same business establishment, but its structure is
hierarchical rather than across-the-board. When part-
timers meeting three criteria—equivalent duties
including degree of responsibility, indefinite
employment without a fixed-term contract, and
similar scope of potential career—they are viewed as

“part-timers that should be viewed as equivalent to
regular employees”, and discriminatory treatment is
prohibited in terms of formulas for determining
wages, training programs offered, and welfare
facilities utilization privileges. If workers do not meet
all three criteria, the law only goes so far as asking
businesses to make efforts to treat part-timers in a
manner equal to that of regular employees.

Before examining wages, let us examine
employment-related programs applied to part-timers
as reported in the Diversification Survey, which
clearly illustrate the effects of regulatory changes.
Between 2003 and 2010, the percentage of part-
timers undergoing in-house training rose from
24.8% — 30.5%, those participating in programs to
support self-development from 6.3% — 10.8%,
promotion and career advancement programs
14.3% — 17.3%, “transition to regular employment”
programs 26.7%—30.9%, and utilization of welfare-
benefit facilities 21.0%—*23.7%.

When comparing wages, it is necessary to take
into account the three criteria outlined above
(contents of duties, non-specification of employment
period, and scope of career potential). This data
cannot be obtained from the Diversification Survey,
meaning precise comparisons are not possible. Also,
there is no clear definition for “ordinary workers” as
contrasted with part-time workers in the revised law.

7 For example, when satisfaction level scores for “wages” are calculated by monthly salary amount, higher wages tend to be
correlated with higher satisfaction levels, and scores change from negative to positive at the point where monthly wages exceed

260,000 yen.
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If comparison with any full-time worker would be
acceptable, then part-time workers could be compared
with contract employees rather than regular employees.
With this in mind, based on Diversification Survey
data, we divided business establishments into two
categories those having regular employees and part-
timers but no contract employees (hereinafter, “two-
employment-type establishments”) and those with
regular employees, part-timers, and contract

employees (hereinafter, “three-employment-type
establishments”) and calculated the index of part-
timers’ wage levels when regular employees’ wages
equal 100 and when contract employees’ wages equal
100. The results, broken down by age group, are
shown in Figure I-10. The findings show that, while it
must be noted that there is wide variance among
wages, overall the gap between regular employees’
and part-timers’ wages at two-employment-type

FigureI-10  Part-time Workers' Average Wage Levels Compared to Regular and Contract

Employees (Female, Aged 20-59)

<Estimated hourly wage base, Individual Survey data>

(1) Establishments with regular and part-time
employees but no contract employees

(Regular employees = 100)

120

20

0 Total 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-(59 )
age

(3) Establishments with regular, part-time and
contract employees (Contract employees = 100)
120 -

40

20

0
Total 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-(59 )
age
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(2) Establishments with regular, part-time and
contract employees (Regular employees = 100)
120

40 46.2 435

0
Total 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-(59 )
age
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establishments narrowed slightly between 2003 and
2010, while at three-employment-type establishments
the gap between part-timers’ and regular employees’
wages widened while that between part-timers’ and
contract employees” wages narrowed.

One thing to point out is that the percentage of
business establishments giving “To enable regular
employees to specialize in key operations” as a
reason for hiring part-timers rose during the period.
This was true at two-employment-type establishments
(2003: 13.2% — 2010: 17.3%), but the trend was
particularly pronounced at three-employment-type
establishments (2003: 10.2%—2010: 24.53%). There
was a widespread trend toward having regular
employees specialize in key operations, and more
sharply differentiating their duties from those of part-
timers. It is possible that this is also a reaction to the
revision of the Part-time Employment Act.

Next, let us examine the satisfaction levels of part-

timers. Their scores for level of satisfaction with
working life as a whole show that while zig-zagging
up and down, satisfaction level is trending gradually
upward, and at three-employment-type establishments
in particular, with formerly low levels rising up to
near the average for all employment types.® When
broken down by category, already relatively high
areas such as “Content of duties and sense of
fulfillment” (2003: 0.71—2010: 0.84) and “Labor
conditions such as work hours and holidays”
(0.53—0.62 over the same period) rose, while areas
of low satisfaction rose gradually as well, with
“Wages” going from 0.11—0.17, “Benefits” from
—-0.07—0.00, and “Competency development” from
-0.07—0.03. It is evident that changes in company'’s
programs, etc. resulting from the revision of the Part-
time Employment Act have contributed to these
improvements. Similar positive trends can be seen in
both two-employment-type and three-employment-

Table-11 Change in Satisfaction Level Score for Female Part-time Workers (Aged 20-59)

el Workplace . Relationships
v environment  Relationships and
go?tent (:jf condlﬁlons | HF; (lighting, and communication Trainingand ~ Working
;Jelrfssea(?f Wages W;Lrjlfhgars eva ::dlons heating/  communication - with workers ST Benefits competency lifeasa
fulfillment ot e, coolilr;g,noise withTeguIar othertlhan Y development ~ whole
; ollution,  employees regular
holidays petc.) o empgloyees
2003 0.71 0.11 0.53 0.15 0.42 0.67 0.31 -0.07  -0.07 0.32
Total 2007| 074 -001 069 012 029 0.60 041 -005 -0.11| 026
2010| 084 017 062 028 046 065 073 040 000 003 | 037
Empl f
e?gsbtl)iZﬁer;:ntswith 2003| 0.74 0.15 0.52 0.19 0.45 0.71 0.35 -0.05  -0.05 0.37
regular and part-time
employeesbutno {2007  0.73 0.09 0.68 0.16 0.35 0.60 0.45 0.00 -0.11 0.27

contract employees

(Two-empl t-
ypeesblsmenty |2010] 083 019 066 030 047 069 077 045 003 006| 038

Employeesof 2003 054  -0.17 054 -0.10 0.33 0.45 015 -012  -0.20 0.08

establishments with
regular, part-time

and contract 2007 062 -0.33 070  -0.01 -0.18 0.57 026 -019 -0.25 0.13

employees
(Three-employment-

Upeetbimeg 2010/ 0.83 001 060 013 039 054 065 029 -003 -007| 034
Notes: 1) In the 2003 and 2007 surveys, the "Relationships and communication" item did not differentiate between regular and non-regular employees.

2) "Total" includes part-time workers at establishments besides those with the employment/ labor utilization patterns shown.
3) For an explanation of satisfaction level score, refer to Note 2 on Figure |-7.

8 Three-employment-type establishments include former two-employment-type establishments to which contract employees have
been added, and there are probably many of these, in light of the fact that contract employees have been increasing in number in
recent years. This means that some of the improvement in satisfaction levels at three-employment-type establishments is due to
their absorption of former two-employment-type establishments where levels of satisfaction were already high among part-timers.
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type establishments, but problems remain, with
satisfaction levels for “Wages™, "Benefits”,
“Competency development”, etc. all lower at three-
employment-type establishments than at their two-
employment-type counterparts.

Part 3 Reasons for Utilization of Fixed
Term Contract Workers, Employment
Situation and Attitudes

In this part, we will discuss reasons for utilization
of non-regular employees at business establishments
that employ fixed term contract workers, and the
outcomes of analysis of the nature of the relationship
between these employees’ employment situation and
their attitudes. In the past, many analyses of non-
regular employees’ employment situation and
attitudes focused on these employees’ reason for
selecting non-regular employment (i.e. whether this
selection was made voluntarily, etc.). However, little
light has been shed on business establishments’
reasons for hiring non-regular employees, and here
we sought to elucidate this area. The data comes from
the “Survey on workers” section of the
Diversification Survey, but it is matched with data on
reasons for hiring non-regular employees from the
“Survey on establishments” section.

In terms of factors used to classify types of non-
regular employment, in addition to whether or not the
term of employment is fixed, analysts have cited
factors such as length of work hours and whether
employment is direct or indirect, as well as work
conditions and the scope of career formation. Here,
one reason for focusing on fixed term contract
workers is the increased attention paid to fixed-term
contract employment in Japan in recent years. For
example, under the revised Labor Contract Act
enacted in April 2013, fixed term contract workers
who have been continuously employed for a total of
over five years, if he/ she hopes, must be offered a
non-fixed-term contract. In these cases, other

employment conditions are expected to stay the same
after the switch to a non-fixed-term contract.

The analysis entailed both cross-tabulation and
regression analysis, and tendencies in the employment
situation and attitudes of fixed term contract workers
at business establishment that gave various reasons
for non-regular employee utilization were extracted
respectively. In the regression analysis, data on the
explained variables (employment situation and
attitudes) was largely qualitative (nominal), but in
these cases the ordered probit method was used.’ The
results are summarized in Table 1-12. The most
notable points are enumerated below.

1) In cases where establishment are utilizing contract
employees because “regular employees cannot be
obtained”, job security is good but contract
employees’ levels of satisfaction with “Benefits” and
“Training and competency development” were low.
Medical, welfare, etc. were common fields, and “5 to
29 employees” was the most common size for
establishments giving this response.

2) At establishments responding, “To enable regular
employees to specialize in key operations”, employee
turnover tended to be low, but wages tended to be low
as well. Levels of satisfaction with “Wages” and “HR
evaluations and treatment” were also low. Fixed term
contract workers at these establishments were often
female and not responsible for supporting a
household.

3) When the reason given was “To deal with
specialized operations”, job security and wages were
high, and employee turnover was low. There were
also high levels of satisfaction with “Content of
duties and sense of fulfillment”, “Wages”, “Labor
conditions such as work hours and holidays”,

“Workplace environment”, “Clarity of chain of
command”, “Benefits”, “Training and competency
development”, and “Working life as a whole”. Fixed
term contract workers at these establishments tended
to be male, university graduates, in managerial or
administrative positions and/or engaged in specialized

9 Naturally, other explanatory variables were used in the regression analysis besides reason for utilizing non-regular employees:
sector, size of establishment, type of establishment (for example, factory, storefront, etc.), age of individual worker, academic
background, whether or not worker is the breadwinner, and occupation. Data used is from the 2010 survey.
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Table -12 Summary of Results of Regression Analysis on Impact of Reasons for Utilization
of Fixed-term Contract Workers on Work Conditions and Satisfaction Level

Work conditions

Length of employment at

establishment
Content of duties and sense of

Duration of contract
Total wages

Hourly wages
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+
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Note: +++ indicates positive statistical significance at the 0.1% level, ++ indicates positive statistical significance at the 1% level, + indicates positive
statistical significance at the 5% level, ——— indicates negative statistical significance at the 0.1% level, —— indicates negative statistical significance at
the 1% level, and — indicates negative statistical significance at the 5% level.

or technical work.

4) At establishments where the reason was “To obtain
capable personnel who will contribute immediately”,
both job security and wages were high, but rate of
turnover was high as well. On the other hand, there
was a high level of satisfaction with “Content of
duties and sense of fulfillment” . These employees, as
well, tended to be male, university graduates, in

managerial or administrative positions and/or engaged
in specialized or technical work.

5) Where the response was “To adjust employment
volume in response to business cycles”, both job
security and level of satisfaction with “Job security”
were low, but wages were somewhat high. Many of
these employees were engaged in manufacturing
processes.
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6) Where the response was “To deal with extended
business (operation) hours”, both job security and
wages were low, as was level of satisfaction with
“Relationships and communication with regular
employees”. This reason for utilization was common
in the retail, hospitality, and food service industries,
and in terms of establishment format, it was common
at storefront retail operations. Employees tended to
be female, younger, not responsible for supporting a
household, and/or in sales or service positions.

7) At establishments responding, “To deal with busy
and slack periods on a daily or weekly basis”, both
job security and wages were low, but rate of turnover
was low as well. Although job security and wages
were low, levels of satisfaction with these areas were
high. This reason for utilization was common in the
retail, hospitality, and food service industries, and in
terms of establishment format, it was common at
storefront retail operations. Employees tended to be
female, not responsible for supporting a household,
and/or in sales or service positions.

8) At establishments responding, “To respond to
shifts in special or seasonal work volume”, both job
security and wages were low, and rate of turnover
was high. Levels of satisfaction with “Benefits” and
“Training and competency development” were also
low. Industries in which this reason was often given
included lifestyle- and leisure-related services, and
employees were often engaged in service,
construction, or mining.

9) Where the response was “To economize on
wages”, the wages were low, as were levels of
satisfaction in all areas except “Relationships and
communication with workers other than regular
employees”. Employees tended to be female and in
sales positions.

10) There are no notable characteristics of
establishments where the response was “To
economize on non-wage labor costs”.

11) Where the reason given was “To reemploy elderly
personnel”, both job security and wages were high,
but rate of turnover was high as well. Levels of
satisfaction with “Job security” and “Benefits” were
high, but they were low for “Wages”, “HR
evaluations and treatment”, and “Clarity of chain of
command”. Workers tended to be male, aged 60 or
above, and responsible for supporting a household.
12) At establishments where the reason given was
“To replace workers on childcare or nursing care
leave”, both job security and wages were low, and
rate of turnover was high. Levels of satisfaction with
“Wages™ and “Job security” were low, but they were
high with regards to “Workplace environment” and
“Relationships and communication with regular
employees”. This reason was often given in the
electric power, gas, heating, and water industries, and
workers tended to be female.

As outlined above, the employment situation and
attitudes of workers vary widely depending on
business establishments™ reasons for utilizing contract
employees, and it is important to recognize the facts
in this regard.

Part4 The Effects of Application of
Programs Such as Social Insurance, etc.
on the Percentages of Workers in
Different Employment Types

In this part, we will examine the impact of
whether or not programs such as social insurance are
applied on the percentage of workers in different
employment types.

In Japan, in recent years the application of social
insurance benefits has been expanded to part-timers,
and there is currently a discussion underway on the
impact this expansion exerts on the employment
decisions of workers and the hiring practices of
employers.” To analyze this with a high degree of

10 In August 2012, there was a partial revision of the National Pension Act on Strengthening the Fiscal Foundations of the Public
Pension System and Minimum-guarantee Functions, etc., with employee pension and health insurance coverage expanded to
short-hours workers from October 2016 onward. Specifically, from 2016 onward the minimum weekly hours for coverage will be
reduced from the current 30 hours to 20 hours, like that for employment insurance coverage, as long as workers meet the criteria
of wages (88,000 yen or more), projected term of employment (one year or more), size of company (501 employees or more), and

non-student status.
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accuracy, it is necessary to survey and examine the provided by the Diversification Survey can serve as a
relevant data from before and after the expansion rough benchmark for inferring this impact. Also, in
went into effect. However, even cross-sectional data addition to the application of social insurance

Table I-13 Summary of Results of Regression Analysis on Impact of Employment-related
Programs' Application on Percentages of Workers in Each Type of Employment
and the Increase and Decrease of These Percentages (Past Results and Future
Projections, 2010 Survey)

Regular employees Contract employees
Percentage of ~ Riseorfall  Projected rise Percentage of Riseorfall  Projected rise
total workers over the or fallover  total workers over the or fall over
at time of preceding the next at time of preceding the next
survey threeyears  three years survey threeyears  three years

Employment insurance
Health insurance
Public pension + + +
Corporate pension aF
Retirement allowance + + —

Asset accumulation savings -
Bonus — — + +
Utilization of welfare-benefit facilities

In-house training + 4 +
Support for self-development = =

Promotion / advancement — +
Transition from non-regular to regular employment

Transition to full-time regular employment + + +

Transition to shortened-hours regular employment

Dispatched workers Part-time workers
Percentage of Rise orfall  Projected rise Percentage of Riseorfall Projected rise
total workers over the or fallover  total workers over the or fall over
at time of preceding the next at time of preceding the next
survey three years  three years survey three years  three years

Employment insurance + + +
Health insurance
Public pension
Corporate pension =
Retirement allowance
Asset accumulation savings
Bonus +
Utilization of welfare-benefit facilities 4P 4P = 4F +
In-house training + + + +
Support for self-development =
Promotion / advancement +
Transition from non-regular to regular employment
Transition to full-time regular employment + +
Transition to shortened-hours regular employment -

Note: Places where plus or minus signs are shown are those where a statistically significant result was calculated, with + indicating an increase and —
indicating a decrease.
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benefits, there are other types of employee benefits
and programs such as in-house or external training or
transition to regular employee status, and information
on which employment-type percentages are
heightened or lowered by these programs has the
potential to serve as valuable basic data for the design
and implementation of these programs.

Here, we adopted a simple approach, performing a
regression analysis using percentages of workers in
each type of employment and the increase and
decrease of these percentages (past results and future
projections) as explained variables, and giving
consideration to their endogeneity with the
explanatory variables. In addition to whether or not
programs were applied to non-regular employees,
explanatory variables included the industrial sector,
size, format, and geographical location of business
establishments. A portion of the overall outcome is
shown in Table 1-13. This table shows the percentage
of workers and the relevant increase or decrease for
regular employees and the major types of non-regular
employment as a result of application of various
programs, based on 2010 data. The most notable
points are enumerated below.

1. Legally Mandated Welfare-benefit
Programs (Employment Insurance, Health
Insurance, Public Pension)

At business establishments where employment
insurance programs cover part-timers, a high
percentage of employees are part-timers, and
percentages are expected to rise in the future. Many
establishments consider the burden of employment
insurance to be a given, but appear to be avoiding the
cost of social insurance and pension programs by
hiring part-timers for a number of work hours less
than the 30-hour-per-week threshold. However, the
2003 data shows that establishments providing health
insurance coverage to part-timers was positively
correlated with plans for increasing the number of
part-time employees in the future, and that the
increase in labor costs due to application of social
insurance would not necessarily have the effect of
lowering the ratio of non-regular employees in the
future.

In recent years, the direct impact of employment
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insurance programs on the ratio of non-regular
employees other than part-timers appears to have
been weakening. With regard to full-time workers or
non-regular employees with schedules equivalent to
full time, a rise in labor costs due to the application of
social insurance does not necessarily result in
curtailed hiring, but seems to result in establishments
dealing with social insurance costs and utilizing
employees appropriately.

2. Non-legally Mandated Welfare-benefit
Programs (Corporate Pension, Retirement
Allowance, Utilization of Welfare-benefit
Facilities, etc.)

At business establishments where non-legally
mandated welfare-benefit programs cover non-regular
employees, current ratios of non-regular employees
are not consistent but may be high or low depending
on the employment format. Looking to the future,
however, the percentages are set to drop in line with
the enactment of non-legally mandated welfare-
benefit programs.

An exception is the utilization of welfare-benefit
facilities, which is currently correlated with lower
ratios of all types of non-regular employees, but has
the effect of a projected rise in these same ratios in
the future.

3. Training Programs (In-house Training,
Support for Self-development)

At business establishments that offer in-house
training programs to non-regular employees, the
current percentages of the non-regular employee
types covered are relatively high, and there is a
positive correlation with a future projected rise in
these same percentages. Establishments that aim to
boost the ratio of non-regular employees prepare
systems for in-house training, although it cannot be
ascertained whether these consist of on- or off-the-job
training. Meanwhile, establishments that offer
programs providing support for workers’ autonomous
self-development activities currently tend to have low
percentages of non-regular employees.

In other words, business establishments that aim
to boost the ratio of non-regular employees tend to
offer in-house training programs but not programs
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that provide support for workers’ self-development.

4. Compensation-related Programs
(Bonuses, Promotion/ Advancement, etc.)

At business establishments that offer
compensation-related programs such as bonuses and
promotions to non-regular employees, a relatively
high percentage of employees are non-regular
employees of the types covered by these programs,
and in general these percentages are projected to rise
in the future.

5. Programs for Transition from Non-regular
to Regular Employment

Programs for transition from non-regular to
regular employment were mainly correlated with a
higher percentage of contract employees and part-
timers. However, these correlations differed
depending on whether post-transition regular
employees were in full-time or shortened-hours
employment. The 2010 data shows that providing a
program for transition to shortened-hours regular
employment was correlated with a lower percentage
of part-timers, while a program for transition to full-
time regular employment was correlated with a higher
percentage of both contract employees and part-
timers. This would indicate that there is a demand for
transition from part-time to full-time regular
employee status. In the 2010 data, the application of a
program for transition to shortened-hours regular
employment was correlated to a future rise in the ratio
of transferred employees. In cases where older
workers past retirement age made up the bulk of
transferred employees, the results are thought to
reflect demand for shortened work hours among these
workers.

The above findings indicate that the impact on
non-regular employment of various programs such as
social insurance is not a simple one, as might be
predicted on the basis of cost alone. It is evident that
thorough and accurate assessment of the situation,
including the attitudes of persons involved, is
required.

Epilogue: A sketch of the Outlook for
Diversification of Employment in Japan

This paper primarily examined data relevant to the
structural aspects of diversification derived from the
Diversification Survey, but in studies on changes in
each type of employment of over time, the general
practice is to view data from the Labour Force
Survey, a household survey conducted by Statistics
Bureau, the Ministry of Internal Affairs and
Communication. Table 1-14 shows data starting in
2007, immediately prior to the global financial crisis.

In Japan, the ratio of non-regular employees is
rising and diversification is advancing. Within this
overall trend, however, different patterns appear over
time. In Japan, before the service industry and tertiary
industries took prominence, non-regular employment
largely consisted of seasonal or fixed-term work on
construction sites or in factories, but later part-time
work became increasingly common, and part-timers
came to exemplify non-regular employment in the
minds of many people. Incidentally, around 1985
when a special segment of the Labour Force Survey
began tracking the number of people employed in
different formats, part-timers made up between 55%
and 60% of non-regular employees. Thereafter, non-
regular employment continued to rise with part-timers
making up the bulk of growth, but until 1997 regular
employment continued to rise as well. However,
regular employment figures peaked in 1997 and then
began to dwindle, while non-regular employment
continued to increase. For a time this growth
continued to be propelled by part-timers, but from
around the turn of the century onward, there was a
noticeable rise in the number of so-called full-time
non-regular employees, such as dispatched workers
and contract employees, and in 2002 the percentage
of non-regular employees accounted for by part-
timers fell below 50%. In 2004, the ban on dispatched
work in the manufacturing sector was lifted, and non-
regular employment trends followed the course
described above.
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Table I-14 Employee by Type of Employment

(ten thousands)

Employee,
excluding
Employee excecutive Non- Dispatched = Contract
of company Re;?:flfar reqular  partime . Arbeit  workerfrom employee
or sta worker (temporary temporary or Other

corporation worker) labour  entrusted

agency  employee
2007 Jan.-Mar. average 5,530 5,128 3,399 1,728 830 337 121 293 148
2007 Apr.-Jun. average 5,610 5,225 3,490 1,734 835 332 132 296 139
2007 Jul.-Sep. average 5,589 5218 3,479 1,739 826 345 136 301 131
2007 Oct.-Dec. average 5,558 5,168 3,427 1,741 804 355 145 307 130
2008 Jan.-Mar. average 5,500 5,122 3,381 1,741 824 321 145 311 139
2008 Apr.-Jun. average 5,592 5,196 3,460 1,736 825 335 131 312 134
2008 Jul.-Sep. average 5,550 5,180 3,397 1,783 828 332 140 322 161
2008 Oct.-Dec. average 5,581 5,203 3,403 1,801 819 336 146 342 158
2009 Jan.-Mar. average 5493 5,105 3,400 1,704 801 333 116 320 134
2009 Apr.-Jun. average 5511 5125 3,435 1,689 810 321 105 320 135
2009 Jul.-Sep. average 5512 5134 3,386 1,748 829 339 102 331 148
2009 Oct.-Dec. average 5,490 5130 3,360 1,766 830 360 11 320 145
2010 Jan.-Mar. average 5477 5,095 3,381 1,714 823 330 98 326 137
2010 Apr.-Jun. average 5,481 5,109 3,358 1,750 842 346 90 334 138
2010 Jul.-Sep. average 5,526 5,164 3,383 1,781 858 342 104 337 141
2010 Oct.-Dec. average 5,547 5,182 3,375 1,806 887 356 92 334 137
2011 Jan.-Mar. average 5,533 5,154 3,334 1,819 875 363 96 362 123
2011 Apr.-Jun. average 5,541 5,192 3,416 1,776 876 330 94 350 127
2011 Jul.-Sep. average 5,508 5,139 3,334 1,804 878 349 99 353 127
2011 Oct.-Dec. average 5,541 5,168 3,325 1,843 867 376 93 375 132
2012 Jan.-Mar. average 5,524 5,140 3,334 1,805 903 347 90 337 129
2012 Apr.-Jun. average 5511 5,146 3,370 1,775 877 347 81 346 124
2012 Jul.-Sep. average 5511 5,156 3,327 1,829 879 367 87 365 131
2012 Oct.-Dec. average 5,541 5173 3,330 1,843 895 350 103 368 126
2013 Jan.-Mar. average 5,494 5,154 3,281 1,870 912 374 124 375 85
2013 Apr.-Jun. average 5,543 5,198 3,317 1,881 917 377 112 392 84
2013 Jul.-Sep. average 5,553 5,205 3,295 1,908 928 399 110 393 78
2013 Oct.-Dec. average 5,591 5,248 3,283 1,965 954 419 117 395 80
2013 Jan.-Mar. average * 5,501 5161 3,288 1,870 912 374 124 386 85
2013 Apr.-Jun. average * 5,552 5,207 3,326 1,881 917 377 112 385 84
2014 Jan.-Mar. average * 5,544 5,201 3,231 1,970 941 410 116 409 87
2014 Apr.-Jun. average * 5,586 5,235 3,312 1,922 935 384 113 401 86

Source: Ministry of Internal Affairs and Communications Statistics Bureau "Labour Force Survey (Detailed Tabulation)" and "Labour Force Survey (Basic

Tabulation)"
Note: Previously, type of employment was surveyed with a "Special questionnaire” and detailed statistics were tabulated and released on a quarterly basis,
but from 2013 onward it became an item on the "Basic questionnaire,” with basic tabulations released on a monthly basis (data marked with a *).
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Over this period, regular employment figures were
trending downward, but they rose at one point when
the economy was strong in 2006 and 2007. However,
after the financial crisis struck in autumn 2008, the
entire global economy was dragged downward, and
regular employment numbers once again began
falling and continued to do so until recently. In 2009,
non-regular employment numbers also fell amid an
overall drop in the employment rate.

In terms of recent trends, the number of contract
employees and entrusted employees has been growing
steadily, and the number of part-timers is rising again.
The number of dispatched workers, as well, was
falling at one point but has begun to recover. As for
regular employees, there was a year-on-year drop in
the April to June 2014 period, but it marks a smaller
decline than in recent years. These figures indicate
that the economy, which had been struggling in the
wake of the global financial crisis and the 2011 Great
East Japan Earthquake, has begun moving in a
positive direction under government policies aimed at
ending deflation. If the current trend continues,
regular employment figures will once again begin
rising as in 2006-2007, and regular employees as a
percentage of the total workforce will start to increase
once again.

However, since Japan became a predominantly
tertiary-industry economy, non-regular employment
has continued to advance, starting with an increase in
part-timers largely driven by women's need to balance
work with household duties, followed by an increase
in full-time non-regular employment as companies
increasingly tended to replace regular employees with
non-regular ones (regardless of whether this happened
within a particular company or not). Even if regular
employment figures rise amid the above-described
economic recovery, it remains to be seen whether
“regular employment” will have the same character it
had in the past. In other words, diversification seems
likely to progress within the scope of regular
employment as well.
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Labor Supply and Demand Estimates—

I]  Policy Simulations Based on the Labor
Supply and Demand Model (FY2013)

Section 1 Introduction

This study uses an economic model to simulate
changes in the labor force and the number of persons
in employment up to the year 2030, in line with
assumed market scale in growth sectors as well as
measures to promote women's employment and other
employment policies envisioned in the “Japan
Revitalization Strategy (Japan Is Back)”, the
government's New Growth Strategy (decided by the
Cabinet on June 14, 2013). Simulations are based on
“Population Projections for Japan”by the National
Institute of Population and Social Security Research
in Japan (IPSS) in January 2012 (Medium Fertility
and Mortality Projections), and are designed to
contribute to the planning and proposal of future
employment policies. Simulations were conducted by
gender and age group, as well as by industry for
employed persons. They also assume a second
scenario in which the market scale, women's
employment promotion measures and others
envisioned in the “Japan Revitalization Strategy” are
not achieved, and one other scenario (totaling 3
scenarios).

The Japan Institute for Labour Policy and Training
(JILPT) has conducted similar simulations several
times since 2004. The last one was based on the
“New Growth Strategy” (decided by the Cabinet on
June 18, 2010) and the “Strategy for the Rebirth of
Japan” (decided by the Cabinet on July 31, 2012), the
results being published in JILPT Research Material
Series N0.110 “Labor Supply and Demand Estimates
— Policy Simulations Based on the Labor Supply and
Demand Model (2012)". This time, as well as
reconsidering the conventional estimation method,
the latest actual data have been incorporated in
simulations based on the government’s New Growth
Strategy.

This study is part of “Research on Labor Supply
and Demand Estimates”, a subtheme of the JILPT
Project Research “Survey Research on Directions for
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Employment and Labor in Response to Changes in
Japan’s Economic and Social Environments”. It was
conducted in response to a request from the
Employment Policy Division of the Employment
Security Bureau, Ministry of Health, Labour and
Welfare (MHLW).

Section2 Labor Supply and Demand
Model

In this study, simulations based on the attainment
targets (KPIs: Key Performance Indicators) of the
“Japan Revitalization Strategy” (decided by the
Cabinet on June 14, 2013) are used to estimate the
labor force by gender and age group, the number of
employees by gender and age group, and the number
of employees by industry, up to the year 2030.
Simulations are conducted using an economic model
(the Labor Supply and Demand Model) consisting of
a labor demand block, a labor supply block and a
labor supply and demand adjustment block. The
relationship between the blocks is shown in the
flowchart in Figure II-1.

To obtain labor demand in the labor demand
block, the nominal output, hourly wage and working
hours in a given industry are combined with a labor
demand function based on an error correction model
estimated for each industry. Of these, the nominal
output is calculated by exogenously giving the
economic growth rate, the item composition of final
demand and composition of goods and services by
item, the input coefficient and import coefficient of
input-output tables, and the output deflator. Working
hours are calculated by applying full- and part-time
working hours and the rate of change in all industry
working hours (calculated from future assumptions of
the part-time worker ratio) to each industry. Hourly
wages are calculated by applying rates of change
estimated in each labor supply and demand
adjustment block to each industry. The labor demand
function used in the estimation is as follows.
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AlnL(t)=const. +a AInZ(t) + bInZ(t — 1) +
cInL(z—1) + ¢ (¢)

where, L: employed persons, <= wH
(p: output deflator, X: real output, w: hourly wage
and H: total actual working hours), and ¢ : error term.
In the labor supply block, the labor force
participation rate is sought by giving the educational
advancement rate, fertility rate, part-time worker
ratio, nursery and kindergarten enrollment rate, the
ratio of companies offering all employees
employment to age 65, and other factors thought to
contribute to the labor force participation rate, to the
labor force participation rate function estimated by
gender and age group. For females, these are further
divided into two subcategories (“with spouse” and
“without spouse and others”) depending on the
spousal situation. Next, the size of the labor force is
calculated by multiplying the obtained labor force
participation rate by the projected future population.
Factors determining the labor force participation rate
vary by gender and age group. Future assumptions for
these are given exogenously, with the exception of
the unemployment rate and real wages. The
unemployment rate is the rate estimated in the
previous term. Real wages are taken as one of the
determinants for the labor force participation rate of
females without spouse and others, but their value is
calculated using the rate of change in wages
determined in the labor supply and demand
adjustment block. The labor force participation rate
function used for the estimation is as follows.

r (t) = const. + 2 d;V; )+ € (t)

Where' r=In (R/(lOO _R))

(R: labor force participation rate (%)), V: explanatory
variable of behavioral factors, policy factors and
others determining the labor force participation rate,
and ¢ :error term.

In the labor supply and demand adjustment block,
the rationale of the Phillips curve is applied to
calculate the rate of rise in wages from the active job
openings-to-applicants ratio, the rate of change in the
consumer price index, and terms of trade (the ratio of
the export price index to the import price index).

Meanwhile, the conversion equation for calculating
the unemployment rate by gender and age group from
the active job openings-to-applicants ratio is
estimated based on past performance, and the
unemployment rate by gender and age group thus
obtained. The active job openings-to-applicants ratio
is obtained by using a conversion equation estimated
from past performance and the ratio of the total labor
demand, calculated in the labor demand block, and
the total labor force, calculated in the labor supply
block (labor supply and demand ratio). The rate of
change in the consumer price index and terms of trade
are given exogenously.

The rate of change in wages in the labor supply
and demand adjustment block is calculated from the
labor demand and labor force calculated in the labor
demand and labor supply blocks. This is fed back to
the labor demand and labor supply blocks (the future
rate of change in wages by industry is collectively
based on the industry total), and the labor demand
and labor force are calculated using a new wage
standard. The figures before and after feeding back
are compared, and the model calculation is judged
complete (labor demand, labor force and various
other estimates determined) at the point when the
rates of change in wages appear to converge.
Numbers of employed persons by gender and age
group are calculated from the unemployment rate and
labor force at the point of convergence. Next, the
gender and age group totals for these employed
persons are divided by industry, based on the industry
composition of labor demand, and the resultant figure
is taken as the number of employees by industry.
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Figurell-1 Flowchart of the Labor Supply and Demand Model
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Section 3 Simulation Scenarios numerical targets for new market scale in sectors

where growth is anticipated in future, but also sets the

1. Outline of Scenarios aim of average macroeconomic growth of about 2%

In this study, simulations will be made to show in real terms over the next 10 years." These points are
how the future image of labor supply and demand incorporated in the assumption of labor demand in the
would appear until the year 2030 if economic and economic revival/ progressive labor participation
employment policies indicated in the “Japan scenario. On the other hand, to achieve a real growth
Revitalization Strategy” and elsewhere are properly rate of around 2%, demand for goods would have to
implemented and the economic growth rate targets be stimulated, participation in the labor market
cited in the “Japan Revitalization Strategy” are met. promoted and constraints on the supply of goods
In this study, this shall be called the “economic eased. Thus, the case in which economic and
revival / progressive labor participation scenario” . employment policies are properly implemented and
The “Japan Revitalization Strategy” not only specifies participation in the labor market progresses will be

1 The Cabinet Office “Calculations concerning Medium- to Long-term Economic and Fiscal Administration” (submitted by the
Council on Economic and Fiscal Policy, Jan. 20, 2014) calculate an average growth rate of around 2% in real terms over the next
10 years (FY2013-2022) in the event of an economic revival. From this, the period in which the real growth rate outcome target is
cited in “Japan Revitalization Strategy” is assumed to be 2012-2022.
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assumed as the economic revival/ progressive labor
participation scenario on the labor supply side.

To compare and contrast with this scenario, in
which economic and employment policies are
properly implemented, i.e. the economic revival/
progressive labor participation scenario, the following
two scenarios have been prepared in this study. The
first is a scenario in which the necessary economic
and employment policies are not implemented and
risks of a downturn materialize, causing an economic
situation close to zero growth in real terms (lower
than the average growth rate over the last ten years or
s0) to be assumed, while participation in the labor
market does not improve from present levels (2012).
In this study, this will be called the zero growth/
unchanged labor participation scenario. The other is a
scenario in which economic and employment policies
assumed in the economic revival/ progressive labor
participation scenario are partially implemented, a
real growth rate of about 1% is achieved (i.e. about
half the growth rate target stated in the “Japan
Revitalization Strategy”), and labor market
participation progresses to a degree. In this study, this
will be called the reference/ gradual labor
participation scenario. Incidentally, a real growth rate
of around 1% would be about the same as the average
growth rate over the last 10 years. The last 10 years
was a period in which the economy was gradually
recovering, notwithstanding major shocks such as the
global financial crisis and the Great East Japan
Earthquake. However, it was also a period when no
rise in wages was observed, prompting some to call it
a hollow economic boom.

The characteristics of the economic revival/
progressive labor participation, reference/ gradual
labor participation, and zero growth/ unchanged
labor participation scenarios are as follows.
Assumptions on the labor demand side will be called
the economic revival scenario, the reference scenario,
and the zero growth scenario, respectively.
Meanwhile, assumptions regarding labor market
participation on the labor supply side will be called
the progressive labor participation case, the gradual
labor participation case, and the unchanged labor
participation case, respectively.

1) The economic revival/ progressive labor
participation scenario
In this scenario, economic growth and labor

market participation by young people, women, the
elderly and others progress through proper
implementation of various economic and employment
policies (the case in which economic growth and
labor participation progress properly).

(1) Annual economic growth of around 2% in real
terms is achieved (in the “Japan Revitalization
Strategy”, the target is real growth of around 2% in
10 years’ time).

(2) Additional demand based on growth sector
attainment targets (KPIs) in the “Japan
Revitalization Strategy” is taken into account.

(3) Medical and nursing care costs after reforms in
“Revised Future Estimate of Costs Related to
Social Security” (March 2012) are taken into
account.

(4) The labor force participation rate and employment
rate of young people are raised through measures
for freeters and NEETSs, as well as improved
matching efficiency for senior high school and
university graduate employment rates.

(5) Labor market participation by young people
progresses by reducing wage disparity among
young people compared to the all-age average.

(6) The ratio of companies offering all employees
employment to age 65 rises to 100% by 2025, and
working environments for the elderly are
developed.

(7) Nursery and kindergarten enrollment rates rise, and
female participation in the labor market progresses.

(8) The continuous employment rate for women is
improved by developing the WLB environment.

(9) The continuous employment rate for the elderly is
improved by promoting the use of part-time
working systems, among other measures.

(10) The ratio of housework sharing by men increases.

(1) While the part-time worker ratio rises as channels
for diverse forms of employment are developed,
average working hours decrease with the
reduction of long working hours, etc.

2) The reference/ gradual labor participation
scenario
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In this scenario, economic growth and labor
market participation by young people, women, the
elderly and others progress to a degree through partial
implementation of various economic and employment
policies (the case in which economic growth and
labor participation progress to a degree).

(1) Annual economic growth of around 1% in real
terms is achieved (about half the growth rate
targeted in the “Japan Revitalization Strategy”).

(2) About half the additional demand based on growth
sector attainment targets (KPIs) in the “Japan
Revitalization Strategy” is taken into account.

(3) Medical and nursing care costs after reforms in
“Revised Future Estimate of Costs Related to
Social Security” are taken into account.

(4) Shrinkage of wage disparity among age groups is
about half that in the economic revival/ progressive
labor participation scenario.

(5) The ratio of companies offering all employees
employment to age 65 rises to 100% by 2025,
and working environments for the elderly are
developed.

(6) Nursery and kindergarten enrollment rates grow by
about half compared to those in the economic
revival/ progressive labor participation scenario.

3) The zero growth/ unchanged labor participation
scenario
In this scenario, economic growth is posited close

to zero growth, and the labor force participation rates

by gender and age group remain at the same level as
at present (2012) (the case in which economic growth
and labor participation do not progress properly).

(1) An economic situation close to zero growth is
assumed (same economic growth rate as in the
reference/ gradual labor participation scenario
until 2015, zero growth from 2016 onwards).

(2) Additional demand based on growth sector
attainment targets (KPIs) in the “Japan
Revitalization Strategy” is not taken into account.

(3) Medical and nursing care costs after reforms in
“Revised Future Estimate of Costs Related to
Social Security” are taken into account in line with
an economic situation close to zero growth.

(4) Current (2012) labor force participation rates by
gender and age group do not change in future. This
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means that the current labor force participation rate
is applied to the estimated future population. The
female labor force ratio is seen in terms of the
spousal situation (i.e. with spouse or without
spouse).

2. Assumptions in the Labor Demand Block

1) Numbers of employees

Numbers of employees by industry are defined by
taking data from the Ministry of Internal Affairs and
Communications (MIC) “Labour Force Survey” and
reclassifying them under the industrial category
notation used for the Labor Supply and Demand
Model. Basically, industrial categories are reclassified
using simple aggregation, but for reclassifications up
to 2002, the “Population Census”is used. In the Labor
Supply and Demand Model, meanwhile, dispatched
workers from temporary labor agencies are classified
under “Miscellaneous business services”, the industry
to which the agencies belong; they are not included in
other industries. The rate of change in numbers of
employees is obtained from the labor demand
function and future numbers of employees are
determined.

2) Real outputs

Future real outputs by industry are estimated using
the input-output model. That is, an inverse matrix is
calculated from the future input and import
coefficients assumed in e. below, and this is
multiplied by the final demand estimated in a. to d. to
obtain the real output by industry for each scenario.

A. Assumptions of macroeconomic growth rate and

rate of change in commodity prices

The macroeconomic growth rate and rate of
change in commodity prices are assumed for each
scenario (divided into the two periods 2012-2015 and
2015-2023, annual average values applied for each
period). The assumptions use estimates for the real
economic growth rate, the rate of change in the
corporate goods price index and the rate of change in
the consumer price index in the economic revival and
reference scenario of the Cabinet Office
“Calculations concerning Medium- to Long-term
Economic and Fiscal Administration” (submitted by
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the Council on Economic and Fiscal Policy, January
20th, 2014), as shown in Table II-2.%°

As Cabinet Office calculations for both economic
revival and the reference scenario cover the period
until FY2023, figures from 2024 are assumptions by
this study. As for the macroeconomic growth rate for
2024-2030, it is assumed that the per capita economic
growth rate (annual average) in 2012-2023 based on
Cabinet Office calculations for 2024-2030 will be
maintained, and that the macroeconomic growth rate
(annual average) will only decrease to the extent of
population decline, compared to that for 2012-2023.

On the rate of change in prices in 2024-2030, it is
assumed that the annual average rate of change for
2012-2023 based on Cabinet Office calculations will
also be maintained in 2024-2030.

Finally, the zero growth scenario is an assumption
unique to this study. In anticipation of reconstruction
demand, the same macroeconomic growth rate and
rate of change in prices as in the reference scenario
are assumed until 2015. From 2016 on, however, the
macroeconomic growth rate and rate of change in
prices are assumed to be zero.

Table lI-2 Assumptions of Macroeconomic Growth Rate & Rate of Change in Prices

Real economic growth rate (%, annual average)

Actual Period covered by Cabinet Office calculations  JILPT assumption
2005-12 2012-15  2015-23  2012-23 2023-30 D e
Economic revival scenario 19 2.2 2.1 1.8 2.1 1.9 2.0
Reference scenario 0.3 16 1.2 13 1.1 14 1.1 1.2
Zero growth scenario ) 0.0 0.4 0.0 0.6 0.0 0.3

Per capita real economic growth rate (%, annual average)

Actual Period covered by Cabinet Office calculations  JILPT assumption
2005-12 2012-15  2015-23  2012-23 2023-30 D e
Economic revival scenario 2.1 2.6 25 25 24 2.6 25
Reference scenario 0.3 19 1.7 1.7 1.7 1.7 1.7 1.7
Zero growth scenario ) 0.5 0.7 0.7 0.9 0.6 0.8

Rate of change in the consumer price index (%, annual average)

Actual Period covered by Cabinet Office calculations  JILPT assumption
2005-12 2012-15  2015-23  2012-23 2023-30 R e
Economic revival scenario 2.2 2.1 2.1 2.1 2.1 2.1 2.1
Reference scenario -0.1 19 13 1.5 1.5 1.5 14 1.5
Zero growth scenario ) 0.0 0.4 0.0 0.7 0.0 0.3

Rate of change in the corporate goods price index (%, annual average)

Actual Period covered by Cabinet Office calculations  JILPT assumption
2005-12 2012-15  2015-23  2012-23 2023-30 R e
Economic revival scenario 2.6 1.2 1.6 1.6 1.7 1.5 1.6
Reference scenario 04 24 0.5 1.0 1.0 1.2 0.9 1.0
Zero growth scenario ) 0.0 0.6 0.0 0.9 0.0 0.4

Note: Actual values and Cabinet Office calculations (economic revival/ reference scenario) are computed from the Cabinet Office “Calculations concerning Medium- to
Long-term Economic and Fiscal Administration” (submitted by the Council on Economic and Fiscal Policy, January 20, 2014), the MIC (Ministry of Internal Affairs
and Communications) “Population Estimates”, and the IPSS “Population Projections for Japan (January 2012 Medium Fertility and Mortality Projections)”. For 2024
onwards, it is assumed that the per capita real economic growth rate, the rate of change in the consumer price index and the rate of change in the corporate
goods price index in 2012-2023 will all trend in accordance with their annual average values. The zero growth scenario presents figures assumed for this study.

2 The real economic growth rate is based on the chain-linking method.

3 The Cabinet Office calculations are based on fiscal years, but in this study, fiscal years are replaced by calendar years. Also, the
growth rate in fiscal year ¢ in the Cabinet Office calculations is assumed as the growth rate from year ¢ — I to year £ in this study.
As such, the average growth rate for FY2013-2023 in the Cabinet Office calculations is assumed as the annual average growth

rate for 2012-2023 in this study.
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B. Assumptions of final demand component ratio by

expenditure item

Although results for the macroeconomic growth
rate are shown in the Cabinet Office calculations, the
final demand composition by expenditure item is not
published. Therefore, the annual average rate of
change in estimates for 2005-2020 and 2020-2025 in
the Japan Center for Economic Research (March
2013) “39th Medium-term Economic Forecastis
used for the final demand composition by GDP
expenditure item (expenditure side), and real values
converted from the 2007 “SNA Input-output
Tables” are extended by using the rate of change.

C. Assumptions of the final demand composition of

goods and services by expenditure item

On the future final demand composition of goods
and services by expenditure item, as with the final
demand composition by GDP expenditure item
(expenditure side), the average rate of change in
estimates until 2025 in the Japan Center for Economic
Research (March 2013) “39th Medium-term
Economic Forecast” is used, and real values
converted from the 2007 “SNA Input-output
Tables” are extended by using the rate of change.

D. Additional demand in growth sectors in the “Japan
Revitalization Strategy”and addition of medical
and nursing care costs in “Revised Future
Estimate of Costs Related to Social Security”

In this study, real GDP assumed for each scenario
in a. is divided by the final demand composition of
GDP (expenditure side) calculated from the Japan
Center for Economic Research “Medium-term
Economic Forecast”in b., and this further divided by
goods and services, using the composition of final
demand by expenditure item and by goods and

services in c., to obtain the final demand. By factoring
in additional demand by growth sector to this final
demand, the final demand corresponding to attainment
targets (KPIs) in the “Japan Revitalization Strategy”
and medical and nursing care costs in “Revised
Future Estimate of Costs Related to Social Security”
is produced.

In the main text of the “Japan Revitalization
Strategy”, attainment targets (KPIs) for each main
policy are indicated in I. Overview 5. Examples of
Necessary Key Measures in Line with the “Roadmap
to Growth” . As attainment targets (KPIs) related to
future market scale by industry, the following will be
used in this study:

Of “(1) Unleashing the power of the private sector
to the fullest extent”, the figures included in “4.
Creating and developing a good health and longevity
industry”, “5. Turning agriculture, forestry and
fishery industries into growth industries”and “6.
Developing the energy industry and acquiring global
market share”; and of “(3) Creating new frontiers”,
those included in “3. Through public-private sector
joint efforts, capturing a share of the world’s
infrastructure market that is expected to grow”and “4.
Promoting globalization by advancing Cool Japan
and increasing the number of foreign visitors to Japan
and encouraging foreign direct investment in
Japan” .*

In the debate on comprehensive reform of tax and
social security, the “Future Estimate of Costs Related
to Social Security” has been revised (March 2012)
and estimates of social security costs estimated using
new assumptions. Assumptions of additional medical
and nursing care costs will be based on these
estimates.

The attainment targets (KPIs) and medical and
nursing care costs in the “Japan Revitalization

4 In “(1) Unleashing the power of the private sector to the fullest extent”, the attainment target (KPI) of expanding the PPP/PFI
program scale from the current 4.1 trillion yen to 12 trillion yen over the next 10 years is stated in “7. Establishing, managing, and
updating social infrastructure by making use of private funds and know-how (PPP/PFI)”. In this study, however, this is seen as a
means of attaining targets in other sectors (such as stimulating infrastructure investment markets), and is not directly included in

the calculation of final demand.
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Strategy” taken into account in this study are as
follows ° (below, in the case of the economic revival
scenario).

(1) Expand markets for health promotion, preventive
care and living assistance industries to 10 trillion
yen by 2020 (6 trillion yen up from 2011).

(2) Expand markets for pharmaceuticals, medical
devices, and regenerative medicine-related
industries to 16 trillion yen by 2020 (4 trillion yen
up from 2011).

(3) Japanese companies to capture domestic and
international market shares of energy-related
industries amounting to 26 trillion yen by 2020 (18
trillion yen up from 2012). Of which, domestic
share 10 trillion yen (6 trillion yen up from 2012),
overseas share 16 trillion yen (12 trillion yen up
from 2012). Domestic market scale 11 trillion yen
in 2030 (7 trillion yen up from 2012).

(4) Expand overseas orders for infrastructure sales to
19.5 trillion yen by 2020 (13.6 trillion yen up from
2010). Of which, orders in the medical sector 1.5
trillion yen (1 trillion yen up from 2010). Domestic
market scale 16 trillion yen in 2020 (14 trillion yen
up from 2010), 33 trillion yen in 2030 (31 trillion
yen up from 2010).

(5) Expand markets for “6th industries”to 10 trillion
yen by 2020 (9 trillion yen up from 2010), 3 trillion
yen by 2015 (2 trillion yen up from 2010).

(6) Expand total exports by agricultural and food
manufacturing industries to 1 trillion yen by 2020.

(7) Increase the number of foreign visitors to Japan to
10 million by 2013 and 30 million or more by 2030.

(8) Increase total medical and nursing care costs borne
by households and government contributions to
57.1 trillion yen after reform by 2015, 69.9 trillion
yen after reform by 2020, and 83.1 trillion yen after

reform by 2025.°

*1 As detailed attainment targets (KPIs) for 2030 are not
necessarily shown by sector, some are estimated.

*2 Qverseas orders for infrastructure sales in 2020 consist of
the target of 30 trillion yen minus amounts for energy and
medical costs.

E. Assumptions of input and import coefficients

The future industry and technology composition
(input coefficient) and import ratio (import
coefficient) are assumed as constants, based on real
converted values in the 2007 “SNA Input-output
Tables”. This means that the 2007 industry and
technology composition and import coefficient will
also be assumed in future. However, the import
coefficient is adjusted to be consistent with the gross
import value, obtained by dividing the real GDP
assumed for each scenario by the final demand
composition of GDP (expenditure side) calculated
from the Japan Center for Economic Research
“Medium-term Economic Forecast .

3) Output deflator

The future value of the output deflator by industry
is basically obtained by means of an extended
estimate based on trends using the 2000-2007 “SNA
Input-output Tables .

4) Wages and working hours

Working hours by industry are based on total
actual working hours, obtained by adding the actual
number of scheduled hours worked by full-time
workers in the Ministry of Health, Labour and
Welfare (MHLW) “Basic Survey on Wage
Structure”to the actual number of overtime hours
worked. Wages by industry are obtained by dividing
the contractual cash earnings of full-time workers in
the MHLW “Basic Survey on Wage Structure” by
total actual working hours. In both cases, the figures
refer to private businesses with 10 or more workers.
As no data for agriculture, forestry and fisheries can
be obtained from the “Basic Survey on Wage
Structure”, industry total figures are used for these.

5 Although the “Japan Revitalization Strategy” sets specific targets (KPIs), it should be noted that some sectors have no targets in
this study. For example, by promoting “Cool Japan”, overseas sales of broadcast contents are to be tripled from the current level
(6.3 billion yen) by 2018. Such targets are not explicitly mentioned in this study, as it would have been difficult to estimate the

portion of additional demand arising from policy implementation.

6 Medical and nursing care costs are calculated by combining amounts in the Future Estimate of Costs Related to Social Security

with individual contributions.
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Again, no data can be obtained for “government”and
“industries unable to classify”, and so figures for
other service industries are used for government,
compound services, and industries unable to classify.
Future values for wages by industry are sought by
multiplying the rate of rise in wages determined in the
labor supply and demand adjustment block for each
industry by the previous term’s hourly wage. The rate
of rise in wages function is estimated from the rate of
change in hourly wages, obtained by dividing the
contractual cash earnings (monthly) of full-time
workers (industry total) by working hours (monthly).
For each industry, working hours are obtained from the
weighted average (industry total) of full-time workers
and part-time workers, and assumed for each case in
line with the degree of future labor market
participation. Future estimates of working hours in the
progressive labor participation case take account of the
rising ratio of part-time workers and reduction due to
improvement in the ratio of annual paid leave taken
and reduction of long working hours, based on policy
targets deliberated by the working groups and
subcommittees of the Labour Policy Council.

3. Assumptions in the Labor Supply Block

1) 3 cases in line with progress in labor market

participation

Future assumptions of explanatory variables for the
labor force participation rate function are divided into
the following three cases, depending on the degree of
progress in labor market participation. Future
assumptions of each explanatory variable in the
progressive labor participation case and the gradual
labor participation case are as shown in Table 2. The
labor force ratio in the unchanged labor participation
case is unchanged from the situation in 2012.

(1) Progressive labor participation case: Various

employment policies are properly
implemented and labor market participation
progresses (the case in which labor market
participation progresses).

(2) Gradual labor participation case: Various
employment policies are partially
implemented and labor market participation
progresses to a degree (the case in which labor
market participation progresses to a degree).

(3) Unchanged labor participation case: The 2012
labor force participation rates by gender and
age group remain constant in future (the case
in which labor market participation does not
progress).

Of the explanatory variables, the previous term'’s
unemployment rate and real wages are not included
in Table II-3, but these are determined endogenously
within the model. Future values for real wages
(contractual cash earnings (industry total, full-time
workers) / consumer price index (General Index)) are
obtained from the rate of change in full-time
workers'contractual cash earnings (male-female
total), as determined in the labor supply and demand
adjustment block. However, the consumer price index
as the denominator of real wages is based on the
assumptions in Table II-2.

2) Labor force participation rate and population

aged 15 and over

The source for the labor force participation rate by
age group (labor force/ population aged 15 and over)
is the MIC “Labour Force Survey” (for both the labor
force and the population aged 15 and over). However,
data by spousal situation for the over 65s are not
published in the Labour Force Survey, and so figures
obtained by estimating in this study are used as actual
figures.” Meanwhile, figures for 2005-2010 are

7 Concerning the elderly portion of the female population, information on the labor force ratio by 5-year age groups cannot be
obtained by spousal situation from the “Labour Force Survey”. Instead, the population aged 15 and over and the labor force
composition by 5-year age group and by spousal situation obtained from the “Population Census” are taken as initial values, and
the RAS method is used to estimate the population aged 15 and over and the labor force by 5-year age group and by spousal
situation. This is to ensure consistency with the population aged 15 and over and labor force by 5-year age group and the
population aged 15 and over and labor force by spousal situation in the “Labour Force Survey”. The labor force participation rate
is calculated from the estimated population aged 15 and over as well as the labor force by 5-year age group and by spousal

situation.
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Table lI-3 Settings in Cases of Labor Market Participation

Progressive labor participation

Gradual labor participation

Unchanged labor
participation

Case in which
participation in the
Case in which participationin  labor market does
Case in which participation in the labor market progresses the labor market progresses  not progress (2012
to a degree labor force
participation rate
fixed case)
] Senior high school
2 advancement rate (males)
E Senior high school
o advancement rate (females) L . .
s o o Logistic curve applied to extend until 2030
S University and junior college
S advancement rate (males)
s University and junior college
s advancement rate (females)
)
@ i - For 2013 onwards, the fertility rate (medium, 5-yearly) in the IPSS “Population Projections for Japan (January 2012
& With-spouse fertility rate Estimates)” is used (linear interpolation for intermediate years).
Improvement of the labor [ On the assumption that labor market participation by younger age groups will be
o force participation rate by | encouraged by freeter measures and employment or other career decisions by NEETSs,
= freeter measures and | the labor force participation rate for males and females aged 15-19, 20-24, 25-29, and | None
=3 employment or other career | 30-34 is assumed to be 0.01-0.12 points higher in 2020 (linear interpolation for
5 2| decisions by NEETs intermediate years; from 2021 onwards, linear extrapolated estimates).
Nele)
n 2 . . . On the assumption that employment in younger age groups will be encouraged by the
£g Lgﬁgceylaéir:iCeijplor;ngtg improvement in supply and demand matching efficiency, the employment rate for
K embloyment ¥agtes b those aged 15-19 is assumed to rise by 0.27 points (males) and 0.47 points (females) in None
2 im ‘r)ovir)ml the efficienc 0¥ 2020, and by 0.28 points (males) and 0.47 points (females) in 2030. The employment
su P I —degmand matchiny rate for those aged 20-24 is assumed to rise by 0.41 points (males) and 0.11 points
PRl 9 (females) in 2020, and by 0.43 points (males) and 0.12 points (females) in 2030.
Iemn?rolvgmﬁqn‘te ﬁftc?r;ttir;uo;s On the assumption that job leaving on grounds of childbirth and childcare will
c deveFI)o iny WIB environmen); decrease with the development of the WLB environment, a rise in the continuous None
"E“ Ratio gf I'?ousework S employment rate is assumed to result in the labor force participation rate of females
g by men 9| (with spouse) aged 30-34 rising by 2.0 points in 2020 and 1.5 points in 2030.
k<) With an increase in the share of housework by men due to a reduction of working | .
b ) f h Fixed at the 2012 value
4] - : hours, wives' conversion to regular employment, changes in husbands' awareness, p :
§ Eatr'ge?]f housework sharing and other factors, the share of housework by men is set to rise from 13.2% in 2011 to pﬁg%)r'g ﬂ}iisssr\;neptl'g%?;
3 Y around 37.2% in 2030 via linear interpolation. By contrast, the wife's share of articip atign Case
£ housework is assumed to decrease commensurately with this effect. p P
% Set at about half the rate of
2‘-) Nursery and kindergarten | Trend extension from 53.1% in 2012 (65.6% in 2030), taking account of the reduction }?;rueraesei rf]rozn(w) 1tfz1et?)cttlﬁ1ael
enrollment rate in waiting lists by expanding childcare arrangements until 2017. progressive labor
participation case in 2030
= Improvement of continuous | The labor force participation rate for both males and females aged 65-69 is assumed
&2 employment rate by | to rise by 0.8 points (males) and 0.4 points (females) in 2030, due to promoting the None
88| promoting the use of part- | use of part-time working systems, among others (linear interpolation for intermediate
2| timeworking systems, etc. | years).
© v
LS| Ratio of companies offering ; : - :
= employment to age 65 Extended at a constant rate until the ratio of companies rises to 100% in 2025. As on left
Weig hftfe d ‘
- average of full- - : Fixed in future at the 2012
g time and part- To decrease from 157.2 hours per month in 2012 to 152.2 hours in 2030. monthly figure of 157.2 hours As on left
_g Average | time workers
S \(\V(Jourrl;mg Rulldiiine To decrease from 178 hours per month in 2012 to 175.5 hours in 2020 and 172.0 | Fixed at the 2012 monthly As on left
g hours in 2030 (linear interpolation for intermediate years). figure of 178 hours
58 ) ) ] ) ) )
25 i To increase from 89.6 hours per month in 2012 to 111.7 hours in 2030 (linear | Fixed in future at the 2012
g ke Part-time interpolation for intermediate years). monthly figure of 89.6 hours As on left
©
° 2 . . To reach 34.7% (obtained by applying a logistic curve to the part-time worker ratio) in | Fixed at the 2012 part-time
£ g Part-time worker ratio 2030 by linear interpolation. worker ratio (26.4%) Ason left
221 Reduction of age group Disparity to shrink to 10% by
82| wage disparity (in relation to Dispari hrink t0 10% by 2030 f 1519, 20-24. 25-29 and 30-34. b 2030 for ages 15-19 and by
& 35| age group totals) by ;‘?a“rrgaﬁ:terrmolta%on o0y orages 15>-19, 20-24, £>-29 and 3054, by yearon- | 5o, for ages 20-24, 25-29 and
38 conversion to regular |V P ) 30-34, by year-on-year linear
@ employment, etc. interpolation.
X HouseZolders' futurle
] expected wage ratio (male | ..
= age 45-49 wage / male age Fixed at 2012 value (1.925). As on left
20-24 wage)

b
o
=
[0}
1

: 1) In the progressive labor participation case, the improvement of the labor force participation rate through measures for freeters and NEETSs takes
account of targets (KPIs) in the “Japan Revitalization Strategy” (decided by the Cabinet on June 14, 2013) and policy targets deliberated by
working groups and subcommittees of the Labour Policy Council. There are to be 1.24 million young freeters by 2020. The number of NEETs who
will decide their career paths with help from the Local Youth-Support Station Project is to be 15,000 per year by 2020 (in the estimates, about
80% of these “career path deciders” are assumed to actually find employment).

2) In the progressive labor participation case, improvement of the continuous employment rate by developing the WLB environment takes account
gf the target (KPI) stated in the “Japan Revitalization Strategy” of increasing the rate of continuous employment before and after the birth of the

rst child to 55%.

3) In the progressive labor participation case, the nursery and kindergarten enroliment rate takes account of the target (KPI) stated in the “Japan
Revitalization Strategy” of providing additional childcare arrangements for about 200,000 children in FY2013 and FY2014, and for about 400,000
more in FY2013-2017.

4) In the progressive labor participation case, the reduction of average working hours takes account of policy targets deliberated by working groups
and subcommittees of the Labour Policy Council. The ratio of annual paid leave taken is to be increased to 70% by 2020 (ratio assumed by JILPT
to reach 100% by 2030). The ratio of workers working 60 or more hours per week is to be cut to half the 2008 figure by 2020 (in 2008, about 10%).
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compatible time-series data based on the (revised)
Census-based population for 2010 in the “Labour
Force Survey”, while those for 2011 are
supplementary estimates affected by the Great East
Japan Earthquake (based on the (revised) Census-
based population for 2010). For those aged 70 and
over in 2005-2011, similarly, no Census-based
population figures have been published. Instead, this
study uses figures estimated in reference to the
method of interpolation correction accompanying the
switch in the basis for benchmark population by the
Ministry of Internal Affairs and Communications. As
for the data by spousal situation, for which
supplementary estimates have not been published,
figures obtained by dividing the post-supplement data
for females based on the pre-supplement component
ratio by spousal situation are used.

Future values for the labor force participation rate
are obtained using the labor force participation rate
function, but there are exceptions in some age groups.
That is, for males aged 70 and over, females (with
spouse) aged 60 and over, and females (without
spouse and others) aged 55 and over, estimates are
not made using the labor force participation rate
function, but future estimates are made on the
assumption that they will trend in accordance with a
fixed survival rate (cohort ® survival rate) from the
closest age group.® Specifically, the labor force
participation rate for each relevant age group is
estimated from the 2012 actual figure for the rate at
which it decreased from the labor force participation
rate for the age group 5 years younger at a point 5
years previously (1- survival rate), or from the
average of actual figures for 2008-2012. Also, since
the absolute number of “females (with spouse)” aged
15-19 in the labor force is small and the 2012 labor
force participation rate would be calculated as zero,
the average labor force participation rate for 2000-

2012 is adopted. For the “females (with spouse)”20-
24 age group, similarly, the absolute number of the
labor force is small, and so the 2012 labor force
participation rate is simply extended.

Future values for the population aged 15 and over
are obtained from “Population Projections for Japan
(January 2012 Medium Fertility and Mortality
Projections)” by the National Institute of Population
and Social Security Research in Japan (IPSS). As
future values for the population aged 15 and over by
spousal situation, ratios by spousal situation are
calculated from “Household Projections for Japan
(Whole Country Estimate) (January 2013 Estimate)”,
and the future values are obtained by multiplying
these by the population in “Population Projections for
Japan (January 2012 Estimate)” .

3) Explanatory variables in the labor force

participation rate function
A. Assumptions of senior high school, university and

junior college advancement rates

As those enrolled in education have a lower labor
force participation rate than those not enrolled in
education, the educational advancement rate is seen
as a factor that reduces the labor force participation
rate. Although the university and junior college
advancement rate is an explanatory variable of the
labor force participation rate function in the 20-24
age group, data going back two years are used, as
advancement usually takes place at around age 18. In
other words, the rise in the university and junior
college advancement rate 2 terms previously (2 years
previously) is seen as reducing the labor force
participation rate in the 20-24 age group in the term
in question (year in question). Data are sourced from
the Ministry of Education, Culture, Sports, Science
and Technology (MEXT) “School Basic Survey”.
The senior high school advancement rate in 2012 was

8 A cohort (age group population) is a single collection of people belonging to a given age group at a given point in time.

9 According to the 2010 Population Census, non-marriage accounted for a higher ratio than widowhood among women (no spouse
and others) in age groups up to 55-59 compared to the population of each age group, but the opposite was true in age groups 60-
64 or higher. Therefore, changes in the labor force participation rate in ages 60-64 and over are thought to be impacted relatively
strongly not only by the same cohort but also by the change from females (with spouse). Because of this, no survival rate by
spousal situation is assumed for women aged 60 and over, but the total female survival rate is used equally for those with spouse,

without spouse and others.
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96.2% for males and 96.8% for females, while the
university and junior college advancement rate was
51.6% for males and 55.5% for females.

Future estimates of the advancement rate are
based on past trends. Since the high rate of increase
in recent years is thought unlikely to continue in
future, future assumptions are basically estimated in
accordance with a logistic curve based on past trends.
Moreover, this assumption applies equally to the
progressive labor participation and gradual labor
participation cases.

B. Assumptions of the with-spouse fertility rate

The birth of a child is seen as a factor that reduces
the labor force participation rate until the start of
compulsory education, in that it increases women's
burden of childcare. Sources for the with-spouse
fertility rate (fertility rate of same cohort 5 years
previously/ with-spouse ratio of same cohort 5 years
previously = number of births/ population of females
with spouse for same cohort 5 years previously) are
the MHLW “Vital Statistics”and the MIC “Labour
Force Survey”. The with-spouse fertility rate in 2012
was 237.1 in ages 25-29 and 159.3 in ages 30-34.

The fertility rate, as a numerator of the future
with-spouse fertility rate, is based on estimates in the
IPSS “Population Projection for Japan” (January 2012
Medium Fertility and Mortality Projections).
However, since the fertility rate is published every 5
years, interpolation estimates are made linearly for
the intermediate years. Meanwhile, a value calculated
from the IPSS “Household Projections for Japan
(Whole Country Estimates, January 2013
Estimates)” is used for the denominator, i.e. the with-
spouse female ratio. This assumption also applies
equally to the progressive labor participation and
gradual labor participation cases.

C. Assumptions of the ratio of housework sharing by
men
An increase in housework hours by men is seen as

a factor that raises the labor force participation rate,
in that it reduces women’s burden of housework and
increases the female labor force. The source for the
ratio of housework sharing by men (total average
weekly hours spent on housework, caring and
nursing, childcare and shopping by husbands as a
whole, divided by the total average weekly hours
spent on housework, caring and nursing, childcare
and shopping by husbands as a whole and wives as a
whole) is the MIC “Survey on Time Use and Leisure
Activities”, with the intermediate years between
surveys estimated by linear interpolation. The ratio of
housework sharing by men in 2011 was 13.2%.

In the progressive labor participation case, the
ratio of housework sharing by men is assumed to rise
as a result of reduced working hours, wives’
conversion to regular employment, changes in
husbands’ awareness, etc. The assumed value for the
ratio of housework sharing by men in 2030 is taken
as 37.2%. This assumption is at the same level as
Sweden (37.7%), as found by an international
comparison of the ratio of housework sharing by men
in “International Comparison of the Social
Environment regarding Declining Birthrates and
Gender Equality” by the Special Committee on the
Declining Birthrate and Gender Equality of the
Council for Gender Equality (2005). This figure for
the ratio of housework sharing by men in Sweden
(calculated from housework and childcare hours by
wives in full-time employment and total housework
and childcare hours by husbands in couples with
children under the age of 5) is from 1991.

D. Assumptions of the nursery and kindergarten

enrollment rate

If the ratio of children enrolled in nurseries and
kindergartens increases, it leads to a reduced burden
of childcare for women, and is therefore seen as a
factor that raises the labor force ratio. Sources for the
nursery and kindergarten enrollment rate (nursery and
kindergarten enrollees/ population aged 0-6) are, for

10 A direct comparison is not possible as the figures and subjects are different. However, according to the “Swedish Time Use
Survey 2010/2011" by Statistics Sweden, among married males and females aged 20-64 with children aged less than 7, the
husband's share of housework was 38.8% in 1990/91 but had risen to 44.7% in 2010/11 (whole week, participant average, from

September to the following May).
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nursery enrollees, the MHLW “Report on Social
Welfare Administration and Services , and for
kindergarten enrollees, the MEXT “School Basic
Survey” . The population aged 0-6 is from the MIC
“Population Estimates”. The nursery and kindergarten
enrollment rate in 2012 was 53.1%.

The nursery and kindergarten enrollment rate in
the progressive labor participation case is estimated
on the basis of past trends, etc., on the assumption
that nurseries and kindergartens will be developed.
However, in the “Japan Revitalization Strategy”, the
stated target (KPI) is to provide additional childcare
arrangements for about 200,000 children in FY2013
and FY2014, and for about 400,000 more in FY2013-
2017. As such, until 2017 the numerator of the
nursery and kindergarten enrollment rate is increased
to the extent that waiting lists are reduced. Taking the
reduction in waiting lists into account, the level of a
simple trend extension estimate will be surpassed as
of 2030. As a result, the nursery and kindergarten
enrollment rate for 2030 in the progressive labor
participation case is 65.6%. In the gradual labor
participation case, the rate of rise in the fixed rate
estimate is assumed to be half that in the progressive
labor participation case.

E. Assumptions of the ratio of companies offering all

employees employment to age 65

An increase in companies guaranteeing
employment until age 65 leads to factors that expand
the labor force, and is therefore seen as a factor that
will raise the labor force participation rate. The ratio
of companies offering all employees employment to
age 65 is in fact the total of three ratios: (1) the ratio
of companies with no specified retirement age system,
(2) the ratio of companies specifying a fixed
retirement age of 65 and above, and (3) of companies
specifying a fixed retirement age of less than 65, the
ratio of those that have an employment extension
system or re-employment system for those aged 65
and over or with no specified age, and which in
principle offer these systems to all employees. Data
are sourced from ratios of companies with a scale of

31 (or 30) or more employees in the MHLW “Status
of Employment of Elderly Persons”, “Survey on
Employment Management”and “General Survey on
Working Conditions”. For years with no published
data, however, the estimates in this study are used. In
2012, the ratio of companies offering all employees
employment to age 65 was 48.8%.

The 2000 Amendment to the Employees Pension
Insurance Act provides that, over the space of 12 years
from FY2013 (i.e. by FY2025), the starting age for
receiving old-age employees  pension (earnings-related
component) is to be raised from 60 to 65, with an
increase of one year every three years.™ In 2004, the Act
on Stabilization of Employment of Elderly Persons was
amended in response to this, and the age for obligatory
measures to guarantee employment for the elderly
[raising the fixed retirement age, introducing systems of
continuous employment (although, when standards have
been specified by labor-management agreements, this
need not be offered to all employees), and abolishing
stipulations of a fixed retirement age] was to be raised to
65 from FY2013. Further, in the 2012 Amendment of
the same Act, the arrangement allowing elderly persons
subject to continuous employment systems to be limited
based on standards specified by labor-management
agreements was abolished. However, the transitional
period in which standards may continue to be applied to
those who have already reached the starting age for
receiving old-age employees pension (earnings-related
component) is set at 12 years (until April 1st, 2025).
Based on these trends in legal amendments, the ratio of
companies offering all employees employment to age 65
is assumed to reach 100% in 2025. For intermediate
years, the rate is estimated to grow at a fixed rate from
the actual figure in 2012 until it reaches 100%. This
assumption also applies equally to the progressive labor
participation and gradual labor participation cases.

F. Assumptions of the rate of reduction in age group
wage disparity
A relative rise in wages for males in a given age
group compared to wages for males in age group total
could be expected to cause an increase in the labor

11 This timing will be used to raise the payment age for men; for women, the change will be delayed by five years.
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force. As such, this is seen as a factor that increases the
labor force participation rate in young male age groups.
The source for data on age group wage disparity
(wages for males in a given age group/ wages for
males in age group total) is the MHLW “Basic Survey
on Wage Structure”. Here, contractual cash earnings
of full-time workers by age group in male and industry
totals are used. Meanwhile, the wages and working
hours in the “Basic Survey on Wage Structure” used
for the labor supply block are figures referring to
private businesses with 10 or more workers.

The wage disparity for age group totals in younger
age groups is assumed to shrink in future. The rate of
reduction in ages 20-34 in the gradual labor
participation case is assumed to be half that of the
progressive labor participation case.

G. Assumptions of householders’ future expected
wage ratio

The expectation by a core earner in a household
that wages will rise in future is seen as a factor that
reduces the labor force participation rate among non-
core earners. Normally, this explanation is made for
the labor force participation rate of non-core earners
already sharing the same household, but here, the
expectation that wages will rise by males who will
become core earners in future is seen as reducing the
labor force participation rate among unmarried
females who will become non-core earners in future.
The source for this householders’ future expected
wage ratio (male age 45-49 wage/ male age 20-24
wage) is the MHLW “Basic Survey on Wage
Structure”, using contractual cash earnings of full-
time workers by age group in male and industry
totals. The wage ratio in 2012 was 1.925.

No clear trend can be seen in the householders’
future expected wage ratio in recent years, and the
closest actual figure (in this study, 2012) is assumed
to remain constant in future. This assumption also

applies equally to the progressive labor participation
and gradual labor participation cases.

H. Assumptions of the part-time worker ratio

An increase in part-time workers leads to an
expansion of employment opportunities, and is
therefore seen as a factor that increases the labor
force participation rate. The source for the part-time
worker ratio [employed persons working less than 35
hours a week (industry total) / total employed persons
(industry total)] is the MIC “Labour Force Survey”.*
In 2012, the part-time worker ratio was 26.4%.

In the progressive labor participation case, the
part-time worker ratio is assumed to rise in future as
channels for employment diversify. However, since
the ratio is thought unlikely to grow linearly in future,
figures obtained in accordance with a logistic curve
based on past trends are taken as future values. As a
result, the 2030 value in the progressive labor
participation case is 34.7%, while for intermediate
years, it is estimated by linear interpolation from the
actual figure for 2012. Meanwhile, the part-time
worker ratio in the gradual labor participation and
unchanged labor participation case is fixed at the
actual figure for 2012.

I. Assumptions of working hours

The future values for working hours listed in Table
II-3 are used as explanatory variables of the labor
demand function. When estimating the labor demand
function, the working hours of full-time workers by
industry (monthly) are used. However, future values
of working hours in each industry are estimated as
extensions, based on the rate of change in weighted
averages for full-time workers and part-time workers
as industry totals.”

In the gradual labor participation and unchanged
labor participation cases, working hours are assumed
to remain constant from the situation in 2012. On the

12 The figure for 2011 is estimated by interpolation as the average of 2010 and 2012.

13 The reason why the working hours of full-time workers are estimated as extensions based on the rate of change in weighted
averages for full-time workers and part-time workers is that ways of working by full-time workers (of whom the majority are
regular employees) are expected to change in future. In future, it is assumed that some part-time workers will work like part-

time regular employees and that these will increase to a degree.
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other hand, the assumption of working hours in the
progressive labor participation case takes account of
policy targets deliberated by working groups and
subcommittees of the Labour Policy Council, and is
assumed to change as follows in future.

Future assumptions of monthly working hours by
full-time workers (progressive labor participation
case) take into account, firstly, the reduction in
working hours due to the increase in the ratio of
annual paid leave taken. In the policy targets
deliberated by working groups and subcommittees of
the Labour Policy Council, the aim is to raise the ratio
of annual paid leave taken to 70% by 2020. Thus, the
assumption here is that the ratio will rise to 70% in
2020 and to 100% in 2030, as an independent
assumption by this study. This includes linear
interpolation for intermediate years. The reduction in
working hours due to the increased ratio of annual
paid leave taken is calculated using the number of
scheduled working hours per day (industry total,
company scale total, workers average) and the
number of days of annual paid leave taken (industry
total, company scale total) in the MHLW “General
Survey on Working Conditions (2012)” . As a result,
monthly working hours are assumed to decrease by
2.5 hours in 2020 and 6.0 hours in 2030.

Although monthly working hours by part-time
workers have been tending to decrease in recent
years, workers who engage in diverse employment
formats (i.e. ways of working that are mid-way
towards full-time employment) are assumed to
increase. In the process, 25% of the difference
between working hours of full-time workers and part-
time workers in 2012 will be eliminated, monthly
working hours of the latter increasing to 111.7 hours
by 2030 (progressive labor participation case).

If the working hours of full-time workers and part-
time workers obtained in the assumptions outlined
above * are converted to a weighted average based on
the part-time worker ratio (as data on working hours
are obtained from the MHLW “Basic Survey on Wage

Structure” (industry total, male-female total), the part-
time worker ratio in that survey is used, and is
calculated to change at the same rate as the part-time
worker ratio in H. above), the average monthly
working hours will decrease from 157.2 hours in
2012 to 155.3 hours in 2020 and 153.4 hours in 2030
(progressive labor participation case).

Another policy target on working hours
deliberated by working groups and subcommittees of
the Labour Policy Council is that the ratio of
employees working 60 hours or more each week
should be reduced to half the 2008 figure (about 10%)
by 2020. In response to this, the reduction in working
hours assumed from the MIC “Labour Force
Survey’ is calculated on the assumption that average
working hours will only decrease to reflect the 50%
reduction in the ratio of employees working 60 or
more hours per week. As a result, monthly working
hours will decrease by 1.2 hours in 2020, and this is
subtracted from the weighted averages of working
hours by full-time workers and part-time workers.
The decrease in intermediate years from 2012-2020 is
obtained by linear interpolation, and remains fixed
from 2020 onwards.

By carrying out this series of operations, ultimately,
the average monthly working hours of workers as a
whole are assumed to decrease from 157.2 hours in
2012 to 154.1 hours in 2020 and 152.2 hours in 2030
in the progressive labor participation case.

J. Assumptions of direct policy effects

For the progressive labor participation case in
Table II-3, no parameters have been estimated as
explanatory variables of the labor force participation
rate function. Instead, some of the shift factors are
seen as direct policy effects that increase the constant
terms of said function.

One of these is the effect of improving the labor
force participation rate among young people through
measures for freeters and NEETSs. Others are the
effect of raising the continuous employment rate for

14 Total actual working hours of full-time workers are used for the working hours of full-time workers. For part-time workers, on
the other hand, working hours are calculated by multiplying the scheduled working hours of part-time workers by the number of
days actually worked. It should be noted, therefore, that the working hours of part-time workers do not include unscheduled

working hours.
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females by developing the WLB environment, and
improving the continuous employment rate for the
elderly by promoting the use of part-time working
systems, etc. Freeter measures are designed to convert
freeters to regular employment, but they also have the
effect of improving the labor force participation rate.

In addition to these, the effect of improving the
employment rate by promoting employment in
younger age groups through improvement of
matching efficiency (direct policy effects that reduce
the constant terms of the unemployment rate function)
are also taken into account.

a) Freeter measures

The “Japan Revitalization Strategy” sets the target
(KPI) of reducing the number of young freeters to
1.24 million by 2020." According to the MIC
“Labour Force Survey”, the number of freeters
peaked at 2.17 million in 2003, but was down to 1.80
million in 2012.

In future, the number of freeters is expected to
decrease to a certain extent under the impact of
population shrinkage, but is also estimated to fall
further due to policy effects, as follows. Firstly, a
ratio is calculated by dividing the number of freeters
by gender and age group in 2012 by the population
by gender and age group. Next, this ratio is multiplied
by the population by gender and age group in 2020
[ “Population Projections for Japan (January 2012
Medium Fertility and Mortality Projections)”,
“Household Projections for Japan (Whole Country
Estimates, January 2013 Estimates)”]. This is taken
as the number of freeters by gender and age group in
2020 if there are no policy effects. As a result, there
will be 1.63 million freeters in 2020 if there are no
policy effects; the difference of 0.39 million
compared to the attainment target (KPI) of 1.24
million would be the number of freeters additionally
reduced as a result of policy effects.

Further, the decrease in freeters by employment
status, gender and age group due to policy effects is
taken as the difference between the number of freeters
by gender and age group in 2020 if there are no
policy effects, as calculated above, and the attainment
target (KPI) of 1.24 million allocated according to the
component ratio of freeters by gender and age group
in 2012. The decrease in freeters by employment
status, gender and age group, divided by the
population by gender and age group in 2012, is taken
as a policy effect of improving the labor force
participation rate in 2020.

However, as freeters in employment are already
counted in the labor force participation rate, they are
not included in the improvement of the labor force
participation rate due to policy effects. The conversion
of employed freeters to regular employment is seen as
helping to reduce age group wage disparity. Similarly,
the reduction in unemployed freeters is thought to be
included in the effect of raising the labor force
participation rate through the labor force participation
rate function, due to the improvement in the
unemployment rate (one term previously) as an
explanatory variable. As such, this reduction is not
included in the improvement of the labor force
participation rate due to policy effects. Therefore, only
the improvement of the labor force participation rate
among freeters as a non-labor force element is taken as
an additional policy effect.

Policy effects in the intermediate years until 2020
are estimated by linear interpolation. And from 2021
onwards, the same level of policy effects as in 2020 is
envisaged, so the values for 2020 will remain constant.

b) NEETs measures

One of the policy targets deliberated by working
groups and subcommittees of the Labour Policy
Council is to help a total of 100,000 NEETSs to take
up employment or otherwise decide their career paths

15 The definition of “freeters”is based on the MHLW “Analysis of the Labor Economy in 2003", where the term “freeter” refers to
a graduate in the 15-34 age group who (1) is currently employed and whose employment format is called “part-time work™ or
“arbeit” (temporary work) in the place of work, or (2) is currently looking for work (completely unemployed) and wishes to
work in a part-time job or “arbeit”, or (3) is not currently looking for work and is neither engaged in housework nor attending
school, but who wishes to find employment and would prefer to work in a part-time job or arbeit”. For females, freeters are
limited to unmarried persons, in addition to conditions (1)-(3) above.
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through Local Youth-support Stations in FY2011-
2020. According to the MHLW Human Resources
Development Bureau, meanwhile, actual figures for
2012 showed 14,713 career path deciders, of whom
about 80% had found employment. In this study, it is
assumed that the level of those finding employment
in FY2012 can be maintained to a degree until 2020,
and it is assumed that 12,000 NEETs will find
employment every year.

According to the MIC “Labour Force Survey”,
the total number of NEETs (young people not in
employment) in 2012 was 630,000.' This number has
remained level in the 600,000 range since 2002, and
no major variation is seen in the age composition of
NEETS, either.

The composition of NEETs by gender and age
group in 2012 is kept constant, and the number of
employment finders assumed above for 2020 is
divided by gender and age group. The number of
employment finders by gender and age group is then
divided by the 2012 population by gender and age
group, and the result is taken as the policy effect of
improving the labor force participation rate in 2020.

For intermediate years until 2020, as it is expected
that 12,000 NEETs will find employment every year, the
trend will be at the same level as the policy effects in
2020. For policy effects from 2021 onwards, similarly, it
is assumed that 12,000 NEETs will find employment
every year, and thus it is assumed that the policy effects
in 2020 will be maintained at the same level.

¢) Improving the continuous employment rate by
developing the WLB environment
For females (with spouse) aged 30-34, the labor
force participation rate is assumed to increase as a
result of the rise in the continuous employment rate,
because job leaving for reasons of childbirth and
childcare will be reduced by the development of the

WLB environment.

In the MIC “Employment Status Survey (2012)",
childbirth and childcare account for 47.9% of all
reasons for leaving jobs among females aged 30-34
(i.e. those who were previously in employment but
now are not in employment).'” The ratio of previously
employed females among females aged 30-34 not in
employment is 57.1%. These ratios are assumed to
remain fixed in future.

Meanwhile, according to the IPSS “14th Basic
Survey of Birth Trends”, the ratio of continuous
employment among females before and after the birth
of their 1st, 2nd and 3rd child in the years 2005-2009
was, respectively, 38.0%, 72.8% and 82.9%. From this,
the average ratio of continuous employment before and
after childbirth, not taking account of the number of
children, is calculated as 52.6%. Therefore, although
an exact correspondence cannot be made owing to
differences of definition and years between surveys, as
well as the existence of 4th or more children, generally,
when the ratio of continuous employment before and
after childbirth is 52.6% (and the ratio of job leaving
before and after childbirth is 47.4%), the ratio of those
leaving jobs for reasons of childbirth and childcare
compared to all job leavers would be 47.9% (ibid.,
“Employment Status Survey (2012)").

The “Japan Revitalization Strategy” sets the target
(KPI) of raising the ratio of continuous employment
of females before and after the birth of the 1st child to
55% by 2020, and this ratio is assumed to be
maintained after 2020. if the ratio of continuous
employment before and after the birth of the 2nd and
3rd child changes as a fixed rate based on actual
figures in 2005-2009, an average ratio before and
after childbirth among females after 2020 would be
63.0% (job leaving ratio before and after childbirth
37.0%)."® As such, the ratio of job leaving before and
after childbirth is assumed to decrease from 47.4% to

16 Based on the Ministry of Health, Labour and Welfare, NEETs are defined as persons in the 15-34 age group in the MIC “Labour
Force Survey” who are not in the labor force and are neither engaged in housework nor attending school.

17 Females previously in employment who quit their jobs in or after October 2007.

18 Here, it is assumed that the ratio of births of 1st, 2nd and 3rd children will not change in future, but in fact, the ratio of births of
1st children is predicted to rise compared to those of 2nd and 3rd children. To be more exact, therefore, the average ratio of
continuous employment before and after childbirth is expected to be slightly higher than 63.0%.
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37.0% in 2020, and to trend at a fixed rated from
2020 onwards.*

As a result, in the economic revival/ progressive
labor participation scenario, this will have the effect
of increasing the labor force participation rate by 2.0
percentage points in 2020 and 1.5 percentage points
in 2030.%°

d) Improving the continuous employment ratio by
promoting the use of part-time working systems,
among others
For males and females (with spouse) aged 65-69, the

labor force participation rate is assumed to increase due

to the rise in the continuous employment rate when job
leaving caused by underdevelopment of systems will be
eliminated by promoting the use of part-time working
systems, etc. Part-time working systems are not the only
means of developing employment environments for the

65-69 age group, but owing to constraints of data, this

study only takes account of the increase in the labor

force participation rate due to promoting the use of part-
time working systems by those previously employed as
regular staff or employees.

In the JILPT “Follow-up Survey on the Baby-
boomer Generation's Work and Life Vision” (conducted
in 2008), the ratio of respondents who replied that they
would make it possible to work part-time as a necessary
measure for continued employment at age 60 and over
(regular employees employed by companies with a
fixed retirement age of 60 at the time of the survey in
2006) was 11.0% for males and 14.1% for females.
These are therefore taken as the ratios expected to leave
their jobs if the use of part-time working systems or
others is not promoted.* Meanwhile, of the total
number of males and females aged 65-69 not in

employment in the MIC “Employment Status Survey
(2012)", the ratio of those previously employed as
regular staff or employees was 21.4% for males and
4.1% for females. It is assumed that these ratios will
remain fixed in future.

On the assumption that job leaving in the 65-69
age group due to underdevelopment of part-time
working systems will no longer exist in 2030, the
increase in the labor force participation rate in 2030
will be 0.8 percentage points for males and 0.4
percentage points for females in the economic revival
/ progressive labor participation scenario.

e) Promoting employment in younger age groups by
improving the efficiency of matching (increase in
senior high school and university graduate
employment rates)

It is assumed that senior high school and
university graduate employment rates will be
increased by improving the efficiency of matching,
and that with this, employment rates in younger age
groups (ages 15-19 and 20-24) will rise. This effect
will be treated as one that does not convert to the
labor force participation rate, but reduces the
unemployment rate among young people. In other
words, rather than reducing the constant terms of the
labor force participation rate function, it is seen as a
direct policy effect reducing the constant terms of the
unemployment rate function in the labor supply and
demand adjustment block.

It is assumed that the senior high school and
university graduate rates and the ratio of population
subject to advancement (the ratio of junior and senior
high school graduates to the general population) will
remain fixed in future. That is, if the product of these

19 The ratio of continuous employment before and after childbirth does not only concern females aged 25-29. Therefore, the
reduction in the ratio of job leaving before and after childbirth is an average value including age groups other than 25-29.

20 Since the ratio of continuous employment among females before and after the birth of the 1st child is assumed to trend at a fixed
rate after 2020, the upward effect on the labor force participation rate due to development of the WLB environment will not
grow so greatly in 2030, when the labor force participation rate will be larger if the upward effect of WLB environment

development compared to 2020 is not taken into account.

21 Calculated by dividing the number of respondents who replied that they would make it possible to work part-time as a necessary
measure for continued employment at age 60 and over, by the total number of respondents citing necessary measures for
continued employment at age 60 and over. Because this was a multiple response question, the total number of respondents citing
necessary measures for continued employment at age 60 and over exceeds the number of actual respondents.
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is made a constant, the number of future senior high
school and university graduate employment rates in
employment will be determined by the product of the
senior high school and university graduate
employment rates, the senior high school and
university advancement rates, the population aged 10-
14 and 15-19, and the constant.

Although the senior high school and university
advancement rates are also used as explanatory
variables of the labor force participation rate function,
the latter is the currently active university and junior
college advancement rate. As such, the future values
cannot be applied as they are. Therefore, the
university advancement rate (including senior high
school graduates and others in past fiscal years) is
assumed to be the scalar multiple (ratio of both in
2012) of the currently active university and junior
college advancement rate. Figures from “Population
Projections for Japan (January 2012 Medium Fertility
and Mortality Projections)”are used for the population
aged 10-14 and 15-19.

The employment rate of FY2011 senior high school
and university graduates as of April 1st, 2012 was
20.3% and 13.6% for male and female senior high
school graduates, respectively, and 62.3% and 73.4%
for male and female university graduates, respectively
(MEXT “School Basic Survey”, preliminary figures).
Meanwhile, as of April 1st, 2008, when the senior high
school and university graduate employment rates were
at their highest in recent years, they were 21.8% and
16.1% for male and female senior high school
graduates, respectively, and 66.4% and 74.6% for male
and female university graduates, respectively. Here, if
policies to improve the matching efficiency of labor
supply and demand were implemented, the degree of
difference between the two points in time is assumed to
have the potential to raise employment rates. Therefore,
the improvement due to policy implementation would
be 1.5 percentage points and 2.5 percentage points for
males and females, respectively, in the senior high
school graduate employment rate, and 4.1 percentage
points and 1.2 percentage points, respectively, in the
university graduate employment rate (with linear
interpolation for intermediate years until 2020; from
2021 onwards, fixed at 2020 values).

As the whole increase in the number of senior high
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school and university graduates entering employment
consists of persons in employment, the related increase
in the employment rate is calculated by dividing this
increase by the populations aged 15-19 and 20-24,
respectively. As a result, the employment rate in ages
15-19 will be increased by 0.27 percentage points for
males and 0.47 percentage points for females in 2020,
and by 0.28 percentage points for males and 0.47
percentage points for females in 2030, respectively.
Similarly, the employment rate in ages 20-24 will be
increased by 0.41 percentage points for males and 0.11
percentage points for females in 2020 and by 0.43
percentage points for males and 0.12 percentage points
for females in 2030, respectively. The operation in the
Labor Supply and Demand Model is to divide the
increase in the employment rate by the labor force
participation rate determined endogenously for ages
15-19 and 20-24, and subtract the results from the
unemployment rates for ages 15-19 and 20-24.

4, Assumptions in the Labor Supply and
Demand Adjustment Block

1) Labor supply & demand ratio, active job openings-
to-applicants ratio and unemployment rate
The MIC “Labour Force Survey” provides the

source for the labor demand (where actual figures

relate to employed persons) and labor force used to
calculate the labor supply and demand ratio, and
unemployment rates. The active job openings-to-
applicants ratio is based on data by age group, using
the full-time employment opportunity accumulation
method (including part-time) in the MHLW

“Employment Referrals for General Workers

(Employment Security Statistics)”. Relational

expressions between these variables are estimated

from past performance values, but in future they will
all be resolved endogenously in the Labor Supply and

Demand Model.

2) Rate of rise in wages

The Labor Supply and Demand Model is structured
such that the rate of rise in wages adjusts supply and
demand in the labor force. To ascertain the relationship
between the rate of rise in wages and labor supply and
demand, a rate of rise in wages function is estimated
by applying the rationale of the Phillips curve. The rate
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of rise in wages (industry total) is taken as the
explained variable, and the active job openings-to-
applicants ratio (age group total), the rate of change in
the consumer price index, and terms of trade (export
price index/ import price index) as explanatory
variables. Data sources are contractual cash earnings
(industry total, full-time workers, private businesses
with 10 or more workers) in the MHLW “Basic Survey
on Wage Structure” for the rate of rise in wages; the
MHLW “Employment Referrals for General Workers
(Employment Security Statistics)” for the active job
openings-to-applicants ratio; the General Index in the
MIC “Consumer Price Index” for the rate of change
in the consumer price index; and the Bank of Japan
“Corporate Goods Price Index” for yen-denominated
export and import price indices.

The future consumer price index is shown in Table
II-2. Future terms of trade are extended from the
actual figure for 2012, based on the Japan Center for
Economic Research “39th Medium-Term Economic
Forecast”. Other variables are resolved endogenously
in the Labor Supply and Demand Model.

Section4 Simulation Results

1. Labor Force

With zero growth and unchanged participation, the
labor force is estimated to decrease from 65.55 million
persons in 2012 to 61.90 million in 2020, and to 56.83
million in 2030 (Table II-4, II-5). Conversely, if
economic and employment policies are implemented
and both economic growth and participation in the
labor market progress, the respective figures could be
63.31 million in 2020 and 59.54 million in 2030, in
the reference/ gradual participation scenario, and
64.95 million in 2020 and 62.85 million, in 2030 in
the economic revival/ participation progression
scenario. In both cases, the scale of decrease is smaller
than in the zero growth/ unchanged participation
scenario. In the economic revival/ participation
progression scenario, in particular, the female labor
force is forecast to increase from 27.66 million in
2012 to 27.71 million in 2030.

2. Labor Force Participation Rate

In the zero growth/ unchanged participation

scenario, the labor force participation rate is estimated
to decrease from 59.1% in 2012 to 56.5% in 2020 and
54.3% in 2030 (Table II-6). In the reference/ gradual
participation scenario, it is estimated to decrease to
57.8% in 2020 and 56.9% in 2030. In the economic
revival/ participation progression scenario, it would
rise to 59.3% in 2020 and 60.1% in 2030, thus
exceeding the 2012 level. Viewing trends in the
female labor force participation rate by age, in the
economic revival/ participation progression scenario,
the dip in the M-shaped curve would be shallower,
while the labor force participation rate is estimated to
improve generally in all age groups (Figure II-7).

3. Employed Persons

In the zero growth/ unchanged participation
scenario, employed persons are estimated to decrease
from 62.70 million in 2012 to 59.47 million in 2020
and 54.49 million in 2030 (Table II-8). In the
reference/ gradual participation scenario, they are
estimated to decrease to 60.88 million in 2020 and
57.25 million in 2030. In the economic revival/
participation progression scenario, they are estimated
to decrease to 62.91 million in 2020 and 61.03
million in 2030, the scale of decrease thus being
smaller than in the other scenarios. In the zero
growth/ unchanged participation scenario, the
composition of employed persons by gender in 2030
is more or less the same as in 2012 (males 57.7%,
females 42.3%), but in the economic revival/
participation progression and reference/ gradual
participation scenarios, in which female M-shaped
curve measures and WLB related measures are
enhanced or partially implemented, the component
ratio of females rises by 1.9 and 0.8 points,
respectively (Table II-9). In the economic revival/
participation progression scenario, in particular,
employed females are estimated to increase from
26.54 million in 2012 to 26.97 million in 2030 (Table
II-8). As the composition by age in 2030, reflecting
the aging of the population, the ratio of persons aged
60 and over is estimated to rise from 19.0% in 2012
to 19.8% in the zero growth/ unchanged participation
scenario and 21.7% in the reference/ gradual
participation and economic revival/ participation
progression scenarios (Table 1I-9).
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4. Employment Rate

In the zero growth/ unchanged participation
scenario, the employment rate is estimated to
decrease from 56.5% in 2012 to 54.3% in 2020 and
52.1% in 2030 (Table II-10). In the reference/
gradual participation scenario, it is estimated to
decrease more gently to 55.6% in 2020 and 54.7% in
2030. In the economic revival/ participation
progression scenario, conversely, it is expected to rise
to 57.4% in 2020 and 58.4% in 2030.

5. Comparison with Employment Rate Targets
(KPIs) in the “Japan Revitalization Strategy”

Viewing employment rates for which specific
attainment targets (KPIs) have been stated in the
government’s growth strategy (Table II-11), in the
“Japan Revitalization Strategy”, an employment rate
of 80% in ages 20-64, 78% in ages 20-34, 65% in
ages 60-64, and 73% for females aged 25-44 are set
as targets for 2020. In the economic revival/
participation progression scenario, the situation is
estimated to be consistent with the employment rate
targets stated in the “Japan Revitalization Strategy” .

6. Number of Employees by Industry

In the economic revival/ participation progression
scenario, the number of employees by industry in
2020, compared to 2012, is estimated to increase in
growth sectors in the “Japan Revitalization
Strategy”, namely general and precision machinery
(100,000 increase), electrical machinery (110,000
increase), other manufacturing (120,000 increase),
information and communications (190,000 increase),
and miscellaneous services (280,000 increase), as
well as in miscellaneous business services (50,000
increase), and in medical, health care and welfare
(1.44 million increase), where demand is expanding
with population aging (Table II-12, 1I-13). In the
economic revival/ participation progression scenario,
the number of employees by industry in 2030,
compared to 2012, is estimated to increase in general
and precision machinery (60,000 increase), electrical
machinery (10,000 increase), information and
communications (330,000 increase), medical, health
care and welfare (2.56 million increase),
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miscellaneous business services (150,000 increase)
and miscellaneous services (550,000 increase).

In medical, health care and welfare, numbers are
estimated to increase in all scenarios compared to
7.06 million in 2012. Namely, in the zero growth/
unchanged participation scenario, it will rise to 8
million in 2020 (940,000 increase) and 9.08 million
in 2030 (2.02 million increase); in the reference/
gradual participation scenario, to 8.34 million in 2020
(1.28 million increase) and 9.44 million in 2030 (2.38
million increase); and in the economic revival/
participation progression scenario, to 8.50 million in
2020 (1.44 million increase) and 9.62 million in 2030
(2.56 million increase). Similarly, in miscellaneous
services, compared to 2012, the number is estimated
to increase by 180,000 in 2020 and 190,000 in 2030
in the zero growth/ unchanged participation scenario,
by 210,000 in 2020 and 260,000 in 2030 in the
reference/ gradual participation scenario, and by
280,000 in 2020 and 550,000 in 2030 in the economic
revival/ participation progression scenario,
respectively.

In manufacturing industries as a whole, the
number is estimated to fall from 10.32 million in
2012, by 810,000 to 9.51 million in 2020 and by 1.62
million to 8.70 million in 2030 in the zero growth/
unchanged participation scenario. In the reference/
gradual participation scenario, however, the number
is estimated to decrease by 460,000 to 9.86 million in
2020 and 1.06 million to 9.26 million in 2030, and in
the economic revival/ participation progression
scenario by 160,000 to 10.48 million in 2020 and
380,000 to 9.94 million in 2030. Here, therefore, the
scale of decrease is expected to be smaller. In the
wholesale and retail trade, compared to 2012, the
number is estimated to decrease by 1.14 million in the
zero growth/ unchanged participation scenario, 1.03
million in the reference/ gradual participation
scenario, and 510,000 in the economic revival/
participation progression scenario in 2020; and by
2.87 million in the zero growth/ unchanged
participation scenario, 2.26 million in the reference/
gradual participation scenario, and 1.52 million in the
economic revival/ participation progression scenario
in 2030. Thus, the number is estimated to decrease
vastly in all scenarios.
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7. Labor Productivity

The annual average rate of change in labor
productivity (man-hours) in 2012-2020 is estimated
to be 1.3% in the zero growth/ unchanged
participation scenario, 1.7% in the reference/ gradual
participation scenario, and 2.3% in the economic

revival/ participation progression scenario (Figure II-
14). The annual average rate of change in labor
productivity (man-hours) in 2020-2030 is estimated
to be 0.9% in the zero growth/ unchanged
participation scenario, 1.7% in the reference/ gradual
participation scenario, and 2.4% in the economic
revival/ participation progression scenario.

Table ll-4 Outline of the Labor Force by Gender and Age Group (Unit: 10,000 Persons)

Difference
Difference compared

Difference
Difference compared

2012 2020 compared tozero 2030 compared tozero
t02012  growth t0 2012  growth
scenario scenario
Total (age 15 and over) 6555 6190 -365 5683 -872
fzﬂnilaﬁ_e Ages 15-29 1125 1024 -101 930 -195
Scenario with zero totals Ages 30-59 4195 4042 -153 3636 -559
growth and no Age 60 and over 1235 1124 -111 1118 -117
progress in labor Total (age 15 and over) 3789 3564 225 3281 -508
”“:r;fflt ation (zero | Males Ages 15-29 601 548 -53 496 -105
Srowtﬁ y Ages 30-59 2430 2325 -105 2097 -333
unchanged labor Age 60 and over 757 692 -65 688 -69
participation Total (age 15 and over) 2766 2626 -140 2402 -364
scenario) Females Ages 15-29 524 477 -47 434 -90
Ages 30-59 1766 1718 -48 1539 -227
Age 60 and over 476 432 -44 430 -46
Total (age 15 and over) 6555 6331 -224 141 5954 -601 271
Scenario with szr?\I:Ie Ages 15-29 1125 1030 95 6 951 -174 21
economic growth | totals Ages 30-59 4195 4096 -99 54 3720 -475 84
and some Age 60 and over 1235 1205 -30 81 1283 48 165
progress in labor Total (age 15 and over) 3789 3618 -171 54 3399 -390 118
markgt ' Males Ages 15-29 601 545 -56 -3 503 -98 7
participation Ages 30-59 2430 2329 -101 4 2102 -328 5
(reference / Age 60 and over 757 744 -13 52 794 37 106
gradual labor Total (age 15andoven) | 2766 | 2713 53 87 | 255 211 153
fgg;'g'rﬁ’;“o” Females Ages 15-29 524 486 -38 9 448 76 14
Ages 30-59 1766 1767 1 49 1619 -147 80
Age 60 and over 476 461 -15 29 488 12 58
Total (age 15 and over) 6555 6495 -60 305 6285 -270 602
Scenario with f’:‘rf]'ael‘e Ages 15-29 1125 1058 -67 34 1012 -113 82
economic growth | totals Ages 30-59 4195 4203 8 161 3914 -281 278
and progress in Age 60 and over 1235 1235 0 111 1359 124 241
labor market Total (age 15 and over) 3789 3672 -117 108 3514 -275 233
participation Males Ages 15-29 601 559 -42 1" 538 -63 42
(economic revival Ages 30-59 2430 2342 -88 17 2126 -304 29
/ progressive Age 60 and over 757 771 14 79 851 94 163
labor Total (age 15and over)| 2766 2823 57 197 2771 5 369
fcaerﬂg'rf’j)“o” Formales Ages 15-29 524 499 -25 2 474 -50 40
Ages 30-59 1766 1860 94 142 1789 23 250
Age 60 and over 476 464 -12 32 508 32 78

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.
2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,

the elderly and others progress

Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the elderly

and others progress to a degree

Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age

group trending at 2012 levels

3) As figures in the Table have been rounded up or down to the nearest notational unit, the grand totals and breakdown totals may not agree.

Differences are calculated from the rounded-off figures.
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Table lI-5 Outline of the Labor Force by Gender and Age Group
(Component Ratio, Unit: %)

2012 2020 2030
Male- Male- Male-
female Males Females female Males Females female Males Females
total total total
Total (age 15 and over) | 100.0 57.8 42.2 | 100.0 57.6 424 | 100.0 57.7 423
Scenario with zero | Male- Ages 15-29 1000 534 466 | 1000 535 465 | 1000 534 466
growth and no female
progress in labor | ratios Ages 30-59 1000 579 421 | 1000 575 425 | 1000 577 423
market Age 60 and over 1000 614 386 | 1000 616 384 | 1000 615 385
participation (zero
growth / Total (age 15and over)| 100.0 1000 1000 | 100.0 1000 100.0 | 100.0 100.0 100.0
Ugfpg‘.”gggr‘f‘bm Ages Ages 15-29 172 159 189 | 165 154 182 | 164 151 181
icipati A
Ecenarlioo) ratios Ages 30-59 64.0 64.1 63.8 65.3 65.2 65.4 64.0 63.9 64.1
Age 60 and over 18.8 20.0 17.2 18.2 19.4 16.4 19.7 21.0 17.9
o Total (age 15 and over) | 100.0 57.8 42.2 | 100.0 57.1 429 | 100.0 57.1 429
Scenario with Male-
economic growth | (2% Ages 15-29 100.0 534 46.6 | 100.0 529 47.1 | 100.0 529 47.1
and some lab ratios Ages 30-59 100.0 579 42.1 | 100.0 56.9 43.1 | 100.0 56.5 435
rogress in labor
gwar?(et Age 60 and over 100.0 614 386 | 100.0 61.8 382 | 100.0 61.9 38.1
(pa]rcticipati(;n Total (age 15and over)| 1000 1000 1000 | 1000 1000 1000 | 1000 1000 100.0
reference
gradual labor Ages Ages 15-29 172 159 189 | 163 151 179 | 160 148 175
Egggg'r%ﬂon ratios Ages 30-59 640 641 638 | 647 644 651 | 625 618 634
Age 60 and over 18.8 20.0 17.2 19.0 20.6 17.0 215 234 19.1
Total (age 15 and over) | 100.0 57.8 422 | 100.0 56.5 435 | 100.0 55.9 44.1
Scenario with Male-
economic growth | x2S Ages 15-29 100.0 534 46.6 | 100.0 52.8 47.2 | 100.0 53.1 46.9
?nbd Pfogrkess n ratios Ages 30-59 100.0 57.9 42.1 | 100.0 55.7 443 | 100.0 543 45.7
abor marke
participation Age 60 and over 100.0 61.4 386 | 100.0 62.4 376 | 100.0 62.6 374
ﬁeczn?g;'sc. r:vwal Total (age 15and over)| 100.0 1000 100.0 | 1000 1000 100.0 | 100.0 100.0 100.0
r ivi
|a%o.rg' . Ages Ages 15-29 17.2 15.9 18.9 16.3 15.2 17.7 16.1 153 17.1
E’é’ergg'rlio(?)t'on ratios Ages 30-59 64.0 64.1 63.8 64.7 63.8 65.9 62.3 60.5 64.5
Age 60 and over 18.8 20.0 17.2 19.0 21.0 16.4 21.6 242 183

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.
2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,

the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the

elderly and others progress to a degree

Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age

group trending at 2012 levels

3) As figures in the Table have been rounded up or down to the nearest notational unit, the grand totals and breakdown totals may not agree.
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Labor Supply and Demand Estimates— Policy Simulations Based on the Labor Supply and Demand Model (FY2013)

Table 1I-6 Outline of the Labor Force Participation Rate by Gender and Age Group (Unit: %)

Difference Difference
Difference compared Difference compared
2012 2020 compared tozero 2030 compared tozero
t02012  growth t0 2012  growth
scenario scenario
Total (age 15 and over) 59.1 56.5 -2.6 543 -4.8
Male- Ages 15-29 57.9 57.6 -0.3 58.0 0.1
female
totals Ages 30-59 82.9 83.7 0.8 83.7 0.8
Scenario with zero Age 60 and over 30.2 25.9 -43 24.8 54
growth and no
progress in labor Total (age 15 and over) 70.8 67.6 -3.2 65.5 -5.3
market Ages 15-29 60.5 60.1 -0.4 60.5 0.0
participation (zero | Males
growth / Ages 30-59 954 95.4 0.0 95.1 -03
unchanged labor Age 60 and over 4.7 36.0 -5.7 347 -7.0
participation
scenario) Total (age 15 and over) 48.2 46.2 -2.0 441 -4.1
Ages 15-29 55.2 54.9 -0.3 554 0.2
Females
Ages 30-59 70.2 71.9 17 71.8 1.6
Age 60 and over 20.9 17.8 -3.1 17.0 -39
Total (age 15 and over) 59.1 57.8 -1.3 13 56.9 -2.2 2.6
leaIel— Ages 15-29 57.9 57.9 0.0 0.3 59.3 1.4 1.3
emale
o totals Ages 30-59 829 84.8 1.9 1.1 85.6 2.7 1.9
Scenario with
economic growth Age 60 and over 30.2 27.7 -2.5 1.8 285 -1.7 3.7
and some Total (age 15 and over) 70.8 68.7 -2.1 1.1 67.9 -2.9 24
progress in labor
market Males Ages 15-29 60.5 59.8 -0.7 -0.3 61.4 0.9 0.9
participation Ages 30-59 95.4 95.5 0.1 0.1 95.3 0.1 0.2
(reference /
gradual labor Age 60 and over 41.7 388 -29 2.8 40.0 -1.7 53
participation Total (age 15 and over) 4822 477 0.5 15 46.9 -13 2.8
scenario)
Ages 15-29 55.2 559 0.7 1.0 57.1 19 1.7
Females
Ages 30-59 70.2 739 37 20 75.6 54 3.8
Age 60 and over 209 19.0 -1.9 1.2 193 -1.6 23
Total (age 15 and over) 59.1 593 0.2 2.8 60.1 1.0 5.8
fMaIel- Ages 15-29 57.9 594 1.5 1.8 63.1 5.2 5.1
emale
o totals Ages 30-59 82.9 87.0 4.1 33 90.1 7.2 6.4
Scenario with
economic growth Age 60 and over 30.2 284 -1.8 25 30.1 -0.1 53
and progress in Total (age 15 and over) 70.8 69.7 -1.1 2.1 70.2 -0.6 47
labor market
participation Males Ages 15-29 60.5 61.3 0.8 1.2 65.6 5.1 5.1
(economic revival Ages 30-59 95.4 96.1 07 0.7 96.4 10 13
/ progressive
labor Age 60 and over 41.7 40.2 -1.5 42 429 1.2 8.2
Efef;igirﬁf)ﬂon Total (age 15 and over) 482 49.7 15 35 50.8 26 6.7
Ages 15-29 55.2 57.5 23 26 60.5 53 5.1
Females
Ages 30-59 70.2 77.8 7.6 59 83.5 13.3 1.7
Age 60 and over 20.9 19.1 -1.8 13 20.1 -0.8 3.1

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.
2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,

the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the elderly

and others progress to a degree

Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age

group trending at 2012 levels

3) As figures in the Table have been rounded up or down to the nearest notational unit, the grand totals and breakdown totals may not agree.
Differences are calculated from the rounded-off figures.
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Figure lI-7 Trends in the Female Labor Force Participation Rate (Unit: %)
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Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.
2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,
the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the elderly
and others progress to a degree
Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age
group trending at 2012 levels
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Labor Supply and Demand Estimates— Policy Simulations Based on the Labor Supply and Demand Model (FY2013)

Tablell-8 Outline of the Number of Employees by Gender and Age Group (Unit: 10,000 Persons)

Difference Difference
Difference compared Difference compared
2012 2020 compared to zero 2030 compared tozero
to2012  growth t02012  growth
scenario scenario
Total (age 15 and over) 6270 5947 -323 5449 -821
fMaIel— Ages 15-29 1044 966 -78 876 -168
emale
totals Ages 30-59 4034 3896 -138 3497 -537
Scenario with zero Age 60 and over 1193 1086 -107 1077 -116
growth and no
progress in labor Total (age 15 and over) 3616 3416 -200 3136 -480
market Ages 15-29 554 515 -39 466 -88
participation (zero | Males
growth / Ages 30-59 2335 2238 -97 2013 -322
unchanged labor Age 60 and over 726 663 -63 657 -69
participation
scenario) Total (age 15 and over) 2654 2531 -123 2313 -341
Ages 15-29 490 451 -39 410 -80
Females
Ages 30-59 1698 1658 -40 1483 -215
Age 60 and over 466 423 -43 420 -46
Total (age 15 and over) 6270 6088 -182 141 5725 -545 276
fMalel— Ages 15-29 1044 972 -72 6 898 -146 22
emale
totals Ages 30-59 4034 3951 -83 55 3588 -446 91
Scenario with
economic growth Age 60 and over 1193 1166 -27 80 1240 47 163
and some lab Total (age 15 and over) 3616 3470 -146 54 3259 -357 123
rogress in labor
b ?( Ages 15-29 554 513 -41 -2 474 -80 8
market Males
participation Ages 30-59 2335 2244 91 6 2024 311 11
(reference /
gradual labor Age 60 and over 726 714 -12 51 761 35 104
ES;L'SL?;’)“"” Total (age 15 and over) 2654 2618 -36 87 2466 -188 153
Ages 15-29 490 459 -31 8 424 -66 14
Females
Ages 30-59 1698 1707 9 49 1564 -134 81
Age 60 and over 466 452 -14 29 478 12 58
Total (age 15 and over) 6270 6291 21 344 6103 -167 654
leaIel— Ages 15-29 1044 1005 -39 39 964 -80 88
emale
o totals Ages 30-59 4034 4083 49 187 3812 -222 315
Scenario with
economic growth Age 60 and over 1193 1203 10 117 1327 134 250
and progress in Total (age 15 and over) 3616 3550 -66 134 3405 -211 269
labor market
participation Males Ages 15-29 554 530 -24 15 512 -42 46
(economic revival Ages 30-59 2335 2274 -61 36 2068 -267 55
/ progressive
labor Age 60 and over 726 746 20 83 826 100 169
Ecagﬂgirﬁf)tion Total (age 15 and over) 2654 2741 87 210 2697 43 384
Ages 15-29 490 474 -16 23 452 -38 42
Females
Ages 30-59 1698 1809 111 151 1744 46 261
Age 60 and over 466 457 -9 34 501 35 81

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.

2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,
the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the elderly
and others progress to a degree
Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age
group trending at 2012 levels

3) As figures in the Table have been rounded up or down to the nearest notational unit, the grand totals and breakdown totals may not agree.
Differences are calculated from the rounded-off figures.
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Table 11-9

Outline of the Number of Employees by Gender and Age Group
(Component Ratio, Unit: %)

2012 2020 2030
Male- Male- Male-
female Males Females female Males Females female Males Females
total total total
Total (age 15 and over) | 100.0 57.7 42.3 | 100.0 574 42.6 | 100.0 57.6 424
Scenario with zero | Male- Ages 15-29 1000 531 469 | 1000 533 467 | 1000 532 468
growth and no female
progress in labor | ratios Ages 30-59 1000 579 421 | 1000 574 426 | 1000 576 424
market Age 60 and over 1000 609 391 | 1000 61.1 389 | 1000 610 390
participation (zero
growth / Total (age 15and over)| 100.0 1000 1000 | 100.0 1000 100.0 | 100.0 100.0 100.0
Ugfpg‘.”gggr‘f‘bm Ages Ages 15-29 166 153 185 | 162 151 178 | 161 149 177
icipati A
Ecenar'?o) ratios Ages 30-59 643 646 640 | 655 655 655 | 642 642 641
Age 60 and over 19.0 20.1 17.6 18.3 19.4 16.7 19.8 209 18.1
o Total (age 15 and over) | 100.0 57.7 423 | 100.0 57.0 43.0 | 100.0 56.9 431
Scenario with Male-
economic growth | (2% Ages 15-29 100.0 53.1 46.9 | 100.0 52.8 47.2 | 100.0 52.8 47.2
and some lab ratios Ages 30-59 100.0 579 42.1 | 100.0 56.8 432 | 100.0 56.4 43.6
rogress in labor
ﬁwar?(et Age 60 and over 100.0 60.9 39.1 | 100.0 61.3 387 | 100.0 614 38.6
(pa]rcticipati(;n Total (age 15and over)| 1000 1000 1000 | 1000 1000 1000 | 1000 1000 100.0
reference
gradual labor Ages Ages 15-29 166 153 185 | 160 148 175 | 157 145 172
Egggg'r%ﬂon ratios Ages 30-59 643 646 640 | 649 647 652 | 627 621 634
Age 60 and over 19.0 20.1 17.6 19.1 20.6 17.2 21.7 234 19.4
o Total (age 15 and over) | 100.0 57.7 423 | 100.0 56.4 436 | 100.0 55.8 44.2
Scenario with Male-
economic growth | x2S Ages 15-29 100.0 53.1 46.9 | 100.0 52.8 47.2 | 100.0 53.1 46.9
?nbd Pfogrkess n ratios Ages 30-59 100.0 57.9 42.1 | 100.0 55.7 443 | 100.0 543 45.7
abor marke
participation Age 60 and over 100.0 60.9 39.1 | 100.0 62.0 380 | 100.0 62.2 37.8
feczn?g;f rngal Total (age 15and over)| 100.0 1000 100.0 | 1000 1000 100.0 | 100.0 100.0 100.0
r ivi
|a%o.rg' . Ages Ages 15-29 16.6 153 18.5 16.0 14.9 17.3 15.8 15.0 16.8
E’é’ergg'rlio(?)t'on ratios Ages 30-59 64.3 64.6 64.0 64.9 64.0 66.0 62.5 60.7 64.6
Age 60 and over 19.0 20.1 17.6 19.1 21.0 16.7 21.7 242 18.6

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.
2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,

the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the

elderly and others progress to a degree

Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age

group trending at 2012 levels

3) As figures in the Table have been rounded up or down to the nearest notational unit, the grand totals and breakdown totals may not agree.
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Labor Supply and Demand Estimates— Policy Simulations Based on the Labor Supply and Demand Model (FY2013)

Table ll-10 Outline of the Employment Rate by Gender and Age Group (Unit: %)

Difference Difference
Difference compared Difference compared
2012 2020 compared tozero 2030 compared tozero
t02012  growth t0 2012  growth
scenario scenario
Total (age 15 and over) 56.5 543 -2.2 52.1 -4.4
Male- Ages 15-29 53.7 543 0.6 54.6 0.9
female
totals Ages 30-59 79.7 80.7 1.0 80.4 0.7
Scenario with zero Age 60 and over 29.2 25.0 -42 239 5.3
growth and no
progress in labor Total (age 15 and over) 67.5 64.8 -2.7 62.6 -4.9
market Ages 15-29 55.7 56.5 0.8 56.8 1.1
participation (zero | Males
growth / Ages 30-59 91.7 91.8 0.1 913 -0.4
unchanged labor Age 60 and over 40.0 346 5.4 33.1 -6.9
participation
scenario) Total (age 15 and over) 46.2 445 -1.7 424 -3.8
Ages 15-29 51.6 51.9 03 523 0.7
Females
Ages 30-59 67.5 69.4 1.9 69.2 1.7
Age 60 and over 20.5 17.4 -3.1 16.6 -39
Total (age 15 and over) 56.5 55.6 -0.9 13 54.7 -1.8 2.6
leaIel— Ages 15-29 53.7 54.6 0.9 0.3 56.0 23 1.4
emale
o totals Ages 30-59 79.7 81.8 2.1 1.1 82.6 29 2.2
Scenario with
economic growth Age 60 and over 29.2 26.8 -2.4 1.8 27.5 -1.7 3.6
and some Total (age 15 and over) 67.5 65.9 -1.6 1.1 65.1 -24 2.5
progress in labor
market Males Ages 15-29 55.7 56.3 0.6 -0.2 57.8 2.1 1.0
participation Ages 30-59 917 92,0 03 0.2 91.8 0.1 0.5
(reference /
gradual labor Age 60 and over 40.0 37.2 -2.8 2.6 384 -1.6 53
participation Total (age 15 and over) 46.2 46.0 0.2 15 453 0.9 2.9
scenario)
Ages 15-29 51.6 529 13 1.0 54.1 2.5 1.8
Females
Ages 30-59 67.5 714 39 20 73.0 55 3.8
Age 60 and over 20.5 18.6 -1.9 1.2 18.9 -1.6 23
Total (age 15 and over) 56.5 574 0.9 31 584 19 6.3
fMalel- Ages 15-29 53.7 56.5 2.8 2.2 60.1 6.4 55
emale
o totals Ages 30-59 79.7 84.6 49 39 87.7 8.0 73
Scenario with
economic growth Age 60 and over 29.2 27.7 -15 2.7 294 0.2 55
and progress in Total (age 15 and over) 67.5 67.4 -0.1 2.6 68.0 0.5 54
labor market
participation Males Ages 15-29 55.7 58.2 25 1.7 62.4 6.7 5.6
(economic revival Ages 30-59 91.7 933 16 15 93.8 2.1 25
/ progressive
labor Age 60 and over 40.0 389 -1.1 43 416 1.6 8.5
participation Total (age 15 and over) 46.2 482 20 37 495 33 7.1
scenario)
Ages 15-29 51.6 54.7 3.1 238 57.7 6.1 54
Females
Ages 30-59 67.5 75.7 8.2 6.3 814 139 12.2
Age 60 and over 20.5 18.8 -1.7 14 19.9 -0.6 33

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.

2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,
the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the elderly
and others progress to a degree
Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age
group trending at 2012 levels

3) As figures in the Table have been rounded up or down to the nearest notational unit, the grand totals and breakdown totals may not agree.
Differences are calculated from the rounded-off figures.
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TablelI-11 Comparison with Employment Rate Targets (KPIs) in the “Japan Revitalization
Strategy” (Unit: %)

Year Actual Target(KPI) Estimate
2020 2020 2030

) Zero growth Reference / ECOUOT;C Zero growth Reference / ECOUOT;C

1990 2000 2010 2012 _ 44N Jnpanced  gradual o' Junchanged gradual e
Revitalization* ~ ="~ .. participation | U2 . participation

Strateqy  Participation participation . participation participation ;
qy . . progression . .~ progression

scenario  scenario ; scenario  scenario ;

Gender / Age scenario scenario
20-34 74 73 74 74 78 75 76 78 75 77 82
L\f)?;?‘fema'e 2064 75 74 75 75 80 77 78 81 76 79 84
60-64 53 51 57 58 65 58 63 65 58 66 70

Females 25-44 61 61 66 68 73 69 71 76 69 73 83

Notes: 1) Actual figures up to 2012 are from the Statistics Bureau, MIC “Labour Force Survey”. Figures for 2020 and 2030 are estimates.

2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,
the elderly and others progress Reference / gradual labor participation: Scenario in which economic growth and labor market participation by
young people, women, the elderly and others progress to a degree Zero growth / unchanged labor participation: Scenario assuming almost zero
growth, with labor force participation rates by gender and age group trending at 2012 levels
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Labor Supply and Demand Estimates— Policy Simulations Based on the Labor Supply and Demand Model (FY2013)

Table ll-12 Outline of the Number of Employees by Industry (Unit: 10,000 Persons)

2020 2030

faeror stowin/ el Tl guiny  Peleence el
2012 unchanged participation participation ~unchanged participation participation

participation ™. - = L " progression  participation T =L = progression

scenario scenario scenario scenario

T Agriculture, forestry and fisheries 240 215 233 248 173 201 220
Mining and construction 506 459 464 470 409 413 416
Manufacturing 1032 951 986 1048 870 926 994

2 Food, beverages and tobacco 145 126 131 138 98 111 118
% General and precision machinery 133 128 136 143 113 129 139
g Electrical machinery 157 146 156 168 132 147 158
8| Transportation equipment 115 94 97 105 93 98 103
2| Other manufacturing 482 457 465 494 434 441 476
g Electricity, gas, water and heat supply 31 29 30 31 24 25 27
-§ Information and communications 209 219 223 228 216 223 242
‘é Transport 319 302 309 313 275 279 297
¢ | Wholesale and retail trade 1093 979 990 1042 806 867 941
°o>{ Finance, insurance and real estate 248 210 212 220 175 176 205
g- Eating and drinking places, accommodations 325 302 308 316 249 269 299
9 | Medical, health care and welfare 706 800 834 850 908 944 962
g Education, learning support 295 265 265 266 220 220 223
‘é‘ Living-related and personal services 163 144 151 163 114 147 160
2 | Miscellaneous business services 319 314 319 324 292 309 334
Miscellaneous services 449 467 470 477 468 475 504
Government, compound services, industries unable to classify 335 291 293 293 248 251 279
Industry total 6270 5947 6088 6291 5449 5725 6103
Agriculture, forestry and fisheries -25 -7 8 -67 -39 -20
Mining and construction -47 -42 -36 -97 -93 -90
Manufacturing -81 -46 16 -162 -106 -38
Food, beverages and tobacco -19 -14 -7 -47 -34 -27
General and precision machinery -5 3 10 -20 -4 6
Electrical machinery -1 -1 1 -25 -10 1

N[ Transportation equipment -21 -18 -10 -22 -17 -12
% Other manufacturing -25 -17 12 -48 -41 -6
% Electricity, gas, water and heat supply -2 -1 0 -7 -6 -4
5 | Information and communications 10 14 19 7 14 33
£ | Transport 17 -10 6 -44 -40 22
g Wholesale and retail trade -114 -103 -51 -287 -226 -152
§ Finance, insurance and real estate -38 -36 -28 -73 -72 -43
:E) Eating and drinking places, accommodations -23 -17 -9 -76 -56 -26
O | Medical, health care and welfare 94 128 144 202 238 256
Education, learning support -30 -30 -29 -75 -75 -72
Living-related and personal services -19 -12 0 -49 -16 -3
Miscellaneous business services -5 0 5 -27 -10 15
Miscellaneous services 18 21 28 19 26 55
Government, compound services, industries unable to classify -44 -42 -42 -87 -84 -56
Industry total -323 -182 21 -821 -545 -167

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey” (recombined in line with industrial category notation in the

Labor Supply and Demand Estimates). Figures for 2020 and 2030 are estimates.

2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,
the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the elderly
and others progress to a degree
Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age
group trending at 2012 levels

3) “Other manufacturing” refers to forms of manufacturing other than those mentioned here. Besides other manufacturing specified in the Japan
Standard Industry Classification, these also include ceramic, stone and clay products, iron and steel, metal products and other raw material industries.

4) Please note that, in the Labor Supply and Demand Estimates, dispatched workers from temporary labor agencies are classified under
“Miscellaneous business services”, i.e. the industry of the dispatch source, and that these dispatched workers are not included in other industries.
In the “Labour Force Survey”, meanwhile, dispatched workers from temporary labor agencies were classified not in the industry of the dispatch
host but in that of the dispatch source until 2012. However, from 2013 they are to be classified in the industry of the dispatch host.

5) As figures in the Table have been rounded up or down to the nearest notational unit, the manufacturing and industry totals may not agree with
the breakdown totals. Differences are calculated from the rounded-off figures.
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Table ll-13  Outline of the Number of Employees by Industry (Component Ratio, Unit: %)

2020 2030
faeror stowin/ el Tl guiny  Peleence el
2012 unchanged participation participation ~unchanged participation participation
participation ™. - = L " progression  participation T =L = progression
o scenario scenario scenario scenario
Agriculture, forestry and fisheries 3.8 36 3.8 39 3.2 35 36
Mining and construction 8.1 77 7.6 7.5 7.5 7.2 6.8
3 Manufacturing 16.5 16.0 16.2 16.7 16.0 16.2 16.3
o| Food, beverages and tobacco 23 2.1 22 2.2 1.8 1.9 1.9
€| Generaland precision machinery 2.1 22 2.2 23 2.1 2.3 23
% Electrical machinery 25 25 26 2.7 24 26 26
§_ Transportation equipment 1.8 1.6 1.6 1.7 1.7 1.7 1.7
g Other manufacturing 7.7 7.7 7.6 7.9 8.0 7.7 7.8
; Electricity, gas, water and heat supply 0.5 0.5 0.5 0.5 0.4 0.4 0.4
§ Information and communications 33 37 37 3.6 4.0 39 4.0
2| Transport 5.1 5.1 5.1 5.0 5.1 49 49
é Wholesale and retail trade 17.4 16.5 16.3 16.6 14.8 15.1 15.4
§ Finance, insurance and real estate 40 35 35 35 32 3.1 34
3| Eating and drinking places, accommodations 5.2 5.1 5.1 5.0 4.6 47 49
% Medical, health care and welfare 1.3 13.5 13.7 13.5 16.7 16.5 15.8
% Education, learning support 47 44 43 42 4.0 3.8 37
g Living-related and personal services 2.6 24 2.5 2.6 2.1 2.6 2.6
g Miscellaneous business services 5.1 53 5.2 52 54 54 55
Z | Miscellaneous services 7.2 79 7.7 7.6 8.6 83 8.3
Government, compound services, industries unable to classify 53 49 48 4.7 4.5 44 4.6
Industry total 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Agriculture, forestry and fisheries -0.2 0.0 0.1 -0.6 -0.3 -0.2
Mining and construction -0.4 -0.5 -0.6 -0.6 -0.9 -1.3
Manufacturing -0.5 -0.3 0.2 -0.5 -0.3 -0.2
Food, beverages and tobacco -0.2 -0.1 -0.1 -0.5 -04 -04
General and precision machinery 0.1 0.1 0.2 0.0 0.2 0.2
~| Electrical machinery 0.0 0.1 0.2 -0.1 0.1 0.1
§ Transportation equipment -0.2 -0.2 -0.1 -0.1 -0.1 -0.1
2| Other manufacturing 0.0 -0.1 0.2 03 0.0 0.1
g Electricity, gas, water and heat supply 0.0 0.0 0.0 -0.1 -0.1 -0.1
38 | Information and communications 0.4 0.4 03 0.7 0.6 0.7
% Transport 0.0 0.0 -0.1 0.0 -0.2 -0.2
Y | Wholesale and retail trade -0.9 -1.1 -0.8 -26 -2.3 -2.0
@ Finance, insurance and real estate -0.5 -0.5 -0.5 -0.8 -0.9 -0.6
% Eating and drinking places, accommodations -0.1 -0.1 -0.2 -0.6 -0.5 -0.3
Medical, health care and welfare 2.2 24 2.2 54 5.2 4.5
Education, learning support -0.3 -0.4 -0.5 -0.7 -0.9 -1.0
Living-related and personal services -0.2 -0.1 0.0 -0.5 0.0 0.0
Miscellaneous business services 0.2 0.1 0.1 03 03 0.4
Miscellaneous services 0.7 0.5 0.4 14 1.1 1.1
Government, compound services, industries unable to classify -0.4 -0.5 -0.6 -0.8 -0.9 -0.7

Notes: 1) Actual figures for 2012 are from the Statistics Bureau, MIC “Labour Force Survey” (recombined in line with industrial category notation in the

Labor Supply and Demand Estimates). Figures for 2020 and 2030 are estimates.

2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people, women,
the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the elderly
and others progress to a degree
Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age
group trending at 2012 levels

3) “Other manufacturing” refers to forms of manufacturing other than those mentioned here. Besides other manufacturing specified in the Japan
Standard Industry Classification, these also include ceramic, stone and clay products, iron and steel, metal products and other raw material industries.

4) Please note that, in the Labor Supply and Demand Estimates, dispatched workers from temporary labor agencies are classified under
“Miscellaneous business services”, i.e. the industry of the dispatch source, and that these dispatched workers are not included in other industries.
In the “Labour Force Survey”, meanwhile, dispatched workers from temporary labor agencies were classified not in the industry of the dispatch
host but in that of the dispatch source until 2012. However, from 2013 they are to be classified in the industry of the dispatch host.

5) As figures in the Table have been rounded up or down to the nearest notational unit, the manufacturing and industry totals may not agree with
the breakdown totals. Differences are calculated from the rounded-off figures.
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Labor Supply and Demand Estimates— Policy Simulations Based on the Labor Supply and Demand Model (FY2013)

Figure 1I-14 Trends in Labor Productivity (Man-hours, Unit: %)

2012-2020 (annual average)

@ Rate of change in laborinput O Rate of change in labor productivity O Real economic growth rate
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Economic revival / Reference / Zero growth /
progressive labor participation  gradual labor participation  unchanged labor participation

(Reference) 2012-2022 (annual average)
Rate of change in labor productivity (man-hours)

“Japan Revitalization Strategy” attainment target 2 or more
Zero growth / unchanged labor participation 1.2
Reference / gradual labor participation 1.7
Economic revival / progressive labor participation 2.3

Notes: 1) The rates of change in labor input (man-hours) and labor productivity (man-hours) are estimates. For working hours, the weighted averages for
full-time and part-time workers are used. The real economic growth rates in the economic revival / progressive labor participation and
reference / gradual labor participation scenarios in 2012-2023 are based on the Cabinet Office “Calculations concerning Medium- to Long-term
Economic and Fiscal Administration” (submitted by the Council on Economic and Fiscal Policy, January 20, 2014), while the real economic
growth rate from 2024 onwards and in the zero growth / unchanged labor participation scenario are assumed in this study.

2) Economic revival / progressive labor participation: Scenario in which economic growth and labor market participation by young people,
women, the elderly and others progress
Reference / gradual labor participation: Scenario in which economic growth and labor market participation by young people, women, the
elderly and others progress to a degree
Zero growth / unchanged labor participation: Scenario assuming almost zero growth, with labor force participation rates by gender and age
group trending at 2012 levels

3) The “Reference” data have been calculated by assuming the period for the rate of change in labor productivity targeted by the “Japan
Revitalization Strategy” (decided by the Cabinet on June 14, 2013) as 2012-2022, since the Cabinet Office “Calculations concerning Medium- to
Long-term Economic and Fiscal Administration” calculate an average real growth rate of around 2% in the economic revival case over the next
10 years (FY2013-2022).
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Section 5 Conclusion No.g9) _ .
JILPT (2013), Labor Supply and Demand Estimates — Policy

Simulations Based on the Labor Supply and Demand
In this study, simulations have been conducted, Model (2012)" (Research Material Series No0.110)

using the Labor Supply and Demand Model, to
estimate the labor force and number of employed
persons by gender and age group, and employed
persons by industry, by the year 2030, based on
targets (KPIs) in the “Japan Revitalization Strategy” .

Given the economic and employment climate in
recent years, a number of issues need to be considered
in addition to the estimates handled in this study. That
is, how to estimate by employment format and by
region, how to ascertain the structural unemployment
rate by estimating a mismatch index, how to ascertain
the relationship between human resource
development and improving productivity, and how to
incorporate these in the Labor Supply and Demand
Model.

In future, as well as attempting to refine the Labor
Supply and Demand Model and improve the data
used in it, 1 would like to consider how these issues
should be addressed.
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Long-term Care Workforce

I Supply-demand Structure and
Related Challenges

| General Considerations

Part1 Issues Addressed in This Study

1. Background and Perception of Issues

As the population of Japan ages, demand for long-
term care services is expected to continue growing
with an increasing number of elderly people requiring
long-term care for longer periods. In particular, from
2025 onward as the postwar baby boom generation
exceeds 75 years of age and becomes part of what is
known in Japan as the “latter-stage elderly”
demographic, demand for long-term care services is
likely to hit a peak, as people in their late 70s are
more likely to require long-term care than those in
their late 60s or early 70s. This will drive up demand
for long-term care workforce, and the required
number will hit an estimated 2.37 to 2.49 million
people, up from an estimated 1.49 in fiscal 2012 (see
Figure 111-2).

The postwar baby boom generation turning into
the 75-plus demographic means that the “junior baby
boom” generation, the children of the baby boomers,
will be faced with the challenge of caring for their
parents. To ensure they can continue working until at
least the age of 65 even if parents require long-term
care will require not only the support of their
employers but also broader social support for people
simultaneously working and providing care.

Provision of long-term care services through the
long-term care insurance system is a crucial element
of social support. Insufficient quantity and quality of
long-term care services available, due to an
insufficient number of care workers, can exacerbate
the mental and physical strain on those caring for
parents, interfere with their work performance, and
make it difficult for them to continue working (Sato,

Takeishi, ed. 2014, lkeda 2013). This will exert a
negative impact on attempts to meet targets for
boosting elderly employment, set under current labor
policy. The administration of a sustainable long-term
care insurance system, establishment of an effective
framework for providing services, and securing long-
term care workforce, are all matters of the utmost
urgency.

In this context, much attention has been paid to
the leveling-off of the increase in number of
professional long-term care providers, especially over
the period from fiscal 2006 through 2011; a rise in the
ratio of job offers to seekers; and the turnover rate
among care workers, and a wide range of policy
initiatives has been implemented, beginning with a
fundamental overhaul of the Basic Policy on
Measures to Secure Workforce Engaged in Social
Welfare (2007).!

Recently, the Social Security Council Working
Group on Long-term Care Insurance released an
Opinion on Revision of the Long-term Care Insurance
System (December 20, 2013) calling for:

1) Initiatives to improve public perceptions of
nursing care including boosting the image of the
long-term care industry, addressing long-term care
in an academic context from childhood onward,
and raising public awareness of care workers’
degree of professionalism, as well as efforts to
encourage participation in the industry by
broadening the workforce recruitment
demographic and diversifying the long-term care
workforce

2) Establishment of career paths that encourage
career advancement, such as support for people
receiving training and promotion of human
resources exchange that transcends corporate

1 Refer to Kitaura (2013), Hotta (2010), et al. for the current status of the elderly long-term care labor market and an overview of
recent policy developments. A full outline of the most recent related policies can be seen in the proceedings of the 47th Social
Security Council Long-term Care Insurance Subcommittee (September 4, 2013).
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structures

3) Organization and improvement of work
environments through promotion of development
of long-term care robots that lighten the workload
of care workers, utilization of care equipment,
promotion of tech-based information sharing, and
boosting efficiency, etc.

4) Improvement of treatment of care workers
The statement calls for the central government and
prefectural and municipal governments to partner
with long-term care providers, etc., and for all
parties to take proactive steps to address these four
areas.” Within the Ministry of Health, Labour, and
Welfare (MHLW), the Council for Promotion of
Measures to Secure and Cultivate Human
Resources in Understaffed Sectors was established
in February 2014, aimed at promoting close
cooperation among relevant agencies and
comprehensive efforts to address understaffed
sectors of the economy (construction, long-term
care, childcare, nursing, etc.).

2. Objectives of This Study

With securing long-term care workforce shaping
up to be a crucial policy challenge, it is necessary to
set forth the relevant issues in an organized fashion,
so as to discuss measures that will be effective not
only in the short term but also in the mid- to long-
term.

This is a preliminary study for an empirical
examination of what measures should be taken to
secure long-term workforce for the future,
incorporating estimates of the number of long-term
care workforce that will be required (based on
demand for insured long-term care services) in 2025,
in other words the quantity of demand, versus the
current (fiscal 2012) quantity of supply.

In fact, estimates of demand for insured long-term

care services, and estimates of workforce demand
based on these, are greatly affected by various factors.
For example, if there is progress with initiatives that
seek to maintain good health, boost participation in
family and local community activities, and offer
various opportunities so as to create a more livable
society,® it may help to curb demand for long-term
care services and workforce. Also, reforms aimed at
realizing an effective and efficient framework for
delivery of services, such as those proposed by the
National Social Security Council and the National
Council on Social Security System Reform (2013) *
could have an impact on the quality and quantity of
workforce required.

This report does not directly address the factors
that may impact long-term care workforce demand.
Rather, it aims to clarify issues to be examined in
preparation for securing long-term workforce, based
on estimates that a certain numbers of such workforce
will be required (in this case, the numbers in Figure
11-2).

3. Classification of Measures to Secure Long-
term Care Workforce, and Issues Addressed
in This Report

Measures to secure long-term care workforce can

be divided into two main categories (Figure III-1).

The first consists of steps aimed at increasing the

number of new care workers, and the second of steps

aimed at keeping existing care workers at their
current jobs or encouraging them to stay in the long-
term care field even if they change employers.

2 The Japan Research Institute, Limited (2014) has issued a proposal that sets forth various perspectives required for future
reinforcement of measures, and calls for specific steps to be taken by the various parties (2014).

3 See the WHO definition of Active Aging (WHO, 2002) advocated as part of the United Nations International Year of Older

Persons (2002), etc.

4 A discussion of frameworks for delivery of efficient, high-quality care can be found in “Regional Comprehensive Care in the
Netherlands: Reinforcing Care Provision and Securing Care Providers” (JILPT Research Report No. 167, May 2014) .
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Long-term Care Workforce Supply-demand Structure and Related Challenges

Figure llI-1

Classifications of Measures to Secure Long-term Care Workforce

1. Increase the number of newly recruited care workers

term care workforce

¢) Encourage workforce to stay at their current jobs

a) Expand the number of workforce entering the field immediately after graduation
a-1) Increase the number of students seeking to enroll at educational institutions dedicated to cultivating long-

a-2) Of graduates of the above institutions, increase the number seeking to enter the long-term care profession
a-3) Increase the number of students at educational institutions not dedicated to cultivating long-term care
workforce who decide to enter the long-term care profession
b) Expand the number of workforce entering the field from other fields or from a state of unemployment
2. Efforts to keep existing long-term care workforce working in the long-term care field

d) Encourage workforce to continue working in the long-term care field even if they leave their current employers

Source: Prepared by the author.

The first set of measures seeks to expand the
number of (a) workforce entering the field
immediately after graduation and (b) workforce
entering the field from other fields or from a state of
unemployment.

There are three key initiatives in (a) “expanding
the number of workforce entering the field
immediately after graduation”. Educational
institutions (high schools, vocational or technical
colleges, junior colleges, universities) that seek to
cultivate long-term care workforce are seeking to (a-
1) boost the number of students enrolling at the
schools, (a-2) raise the percentage of graduates who
go on to work as care workers, and (a-3) encourage
more students at educational institutions not dedicated
to cultivating care workers to decide on careers in
long-term care. In (a-2), an essential factor is a
curriculum that fosters and helps to sustain students’
ambition to become care workers. Meanwhile, (b)
“Expanding the number of workforce entering the
field from other fields or from a state of
unemployment” means initiatives to encourage people
in other fields or who are unemployed to select the
long-term care profession.

The second set of measures consists of (c) efforts
to keep existing care workers at their current jobs,
and (d) efforts to encourage them to continue working
in the long-term care field even if they leave their
current employers. In specific terms, (c) means
increasing the attractiveness of long-term care as an
employment opportunity. Doing so not only raises the
retention rate of care workers and encourages them to

continue working at their current jobs, but also
encourages those who change employers to find other
jobs as care workers, and thus contributes to the (d)
efforts as well. To increase the attractiveness of long-
term care as an employment opportunity requires not
only efforts by long-term care service providers, but
also comprehensive society-wide efforts to focus
attention on the social role and admirability of care
workers. Meanwhile, for (d), initiatives aimed at
heightening care workers’ sense of professionalism so
as to strengthen their commitment to the profession
are thought to be effective.

This report does not cover all the issues discussed
above. The contents of each section will be outlined
later, but on the whole this report covers the following
topics:

First, there is an analysis of the long-term care
workforce supply-demand structure. The scale of
demand for long-term care services is largely defined
by the percentage of the population that is elderly, but
as this percentage varies from prefecture to
prefecture, long-term care workforce demand must be
analyzed on a prefecture-by-prefecture basis. If this is
the case, then long-term care workforce supply must
also be analyzed prefecture by prefecture. Based on
these concerns, Chapters 1 and 2 examine long-term
care workforce demand and supply on a prefecture-
by-prefecture basis.

Chapters 3 and 4 focus on training programs for
the unemployed, which relate to the first set of
measures categorized as (b) and encourage people
even without long-term care experience to go to work
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as care workers, and analyze their role and
effectiveness.

It is noted above that among the second set of
measures categorized as (d), those that heighten care
workers 'sense of professionalism can encourage those
that quit their jobs to decide to find new jobs as care
workers. Chapter 5 contains an empirical analysis of
this process.

Chapters 6 and 7 relate to the second set of
measures classified as (c¢) and (d), and examine efforts
by providers, such as employment management
aimed at raising the retention rate of care workers, or
encouraging people to continue working in long-term
care even if they change employers.

Efforts classified as (c) efforts to keep existing
care workers at their current jobs include realization
of pleasant working environments, which also
contributes to the first set of measures aimed at
boosting the number of new care workers entering the
workforce. Chapter 8 examines the nature of
providers that focus on hiring (which has thus far

received insufficient attention in discussions on
securing human resources) as an approach to securing
human resources.

Part2 Long-term Care Workforce Supply
Flow Chart Concepts, and Implications
Derived from Preliminary Study

1. Long-term Care Workforce Supply Flow Chart
and Its Concepts

Figure 111-2 shows strategies for securing
sufficient long-term care workforce to meet demand
for long-term care services in 2025, based on the
MHLW's existing-data-based modeling of the supply
structure of care workers engaged at businesses
related to insured long-term care. The content of this
flow chart, which serves as a point of departure for
this report, is as follows.

Based on projected demand for long-term care
services in 2025, when the baby-boom generation
starts joining the over-75 demographic, the projected
number of care workers that will be required that year

Figure lll-2 Outlook for Securing Long-term Care Workforce

Care workers hired immediately
upon graduation: 54,000 (2011)

—Measures to encourage students, etc.

long-term care field

High school, technical college, junior college or
university graduates entering jobs in the

to enter the field
*Target is to keep the annual number of
care workers hired immediately upon
graduation at its current level

|

Estimated number of

Net increase of between 68,000 and

Between 2.37 million and 2.49

long-term care workforce:

77,000 care workers per year

1.49 million (2012)

million persons (2025)

/

N,

Of people who quit jobs in

- Employment Security Bureau: 160,000 people
- Other routes (private-sector, word of mouth, etc.): 66,000 - 75,000 people
- National Center for Social Service Human Resources: 11,000 people

*Target for number of people recruited is: current level or above
FY2011 Employment Security Bureau: Approx. 154,000 people
National Center for Social Service Human Resources: Approx}
10,000 people
—

/

=Measures to encourage students, etc. to enter
the field, reinforcement of matching functions,

é Between 237,000 and 246,000 people entering the field R

~

J from 2007 to 2011).

long-term care, 134,000 go
to jobs in other industries
*Target of reducing percentage of

people who quit and go to other
industries or become unemployed

from 10.7% to 9%. >

ﬁPromotion of retention through
reinforcement of research, promotion
of career formation, and creation of
appealing workplaces

~

Workforce leaving jobs:

224,000 people
*At the 2011 turnover rate (6.1%),
total number of people leaving
would be 240,000.

*Target for the foreseeable future =
15%.
Average for industrial sector is 15%,

a decline of 5.5% over the four years

Of people who quit jobs at long-term

creation of appealing workplaces

care service providers, have 90,000

of them go to work at other providers

in the same field

Source: Social Security Council Working Group on Long-term Care Insurance materials (No. 45, June 2013)
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Long-term Care Workforce Supply-demand Structure and Related Challenges

is between 2.37 million and 2.49 million. The
estimated number of care workers in 2012 was 1.49
million, meaning that a net increase of between
68,000 and 77,000 care workers per year through
2025 will be required to meet demand in 2025.

Proposed measures to secure this net increase are:
(1) keep the annual number of care workers hired
immediately upon graduation at its current level,
54000 people, (2) boost the number of care workers
transferring from other jobs or from a state of
unemployment to between 237,000 and 246,000, (3)
among this number, have 90,000 of them be people
who quit jobs at long-term care service providers and
go to work at other providers in the same field, and
assuming that these care workers can be secured,
reduce the number of percentage of people who go to
work in other fields or become unemployed (rather
than changing employers within the long-term care
field) from 10.9% to 9%, and (4) reduce the turnover
rate from 16.1% to 15% so as to raise the retention
rate at providers and boost the number of people who
continue working as care workers.

2. Implications Derived from the Preliminary

Study

There are several issues with the method of
estimation shown above, but first of all a closer
examination of the figures on which the estimate is
based is required. To start with, it is possible that the
figure of 54,000 employees hired immediately after
graduation is exaggerated. This is because 54,000 is
the number of employees of “social welfare, social
insurance, and long-term care service providers,”and
is not limited to providers related to insured long-
term care. With regard to occupation, as well, this
number includes clerical workers, etc. and is not
limited to actual care workers. Second, of the
numbers of care workers hired other than immediately
following graduation, the approximately 154,000 via
the Employment Security Bureau and the
approximately 10,000 people via the National Center
for Social Service Human Resources are likely to be
exaggerated as well. The reason for this is similar,
namely that the figures on which the estimate is
founded are not limited either to employees of
providers related to insured long-term care, or to

those actually working as care workers. In addition,
the figures may also be padded with people counted
multiple times because they change jobs repeatedly
within a single year. For valid implementation of
strategies for securing long-term care workforce, it is
crucial to gain an accurate picture of the supply flow,
primarily by thoroughly investigating the figures for
hiring of new-graduate and mid-career care workers.

In light of the possibly exaggerated hiring figures,
there is an even greater need for measures of the kind
described below, so as to achieve an annual net
increase of 68,000 to 77,000 care workers per year
until 2025:

First, with regard to care workers hired
immediately after graduation, considering the
declining youth population, efforts must be made to
boost the number of students seeking to enter
educational institutions that can prepare them for
careers in long-term care, and to provide education
that strengthens their commitment to the field so they
remain determined to become care workers
throughout their student years. The outcomes of an
analysis of the effects of training for the unemployed,
outlined below, should serve as a reference on this
point.

Second, with regard to people changing jobs to
become care workers and hiring of unemployed
people as care workers, there is a particular need to
reinforce efforts to boost the number of people
electing to take new jobs as care workers again after
quitting earlier jobs in the same field. Doing so will
require public relations efforts on a society-wide basis
to highlight the appeal of long-term care as an
employment opportunity and the crucial importance
of care workers to society. One initiative that could
potentially contribute to an increase in care workers
hired mid-career is training for the unemployed aimed
at fostering long-term care workforce. The role and
effects of these training programs are discussed in
Chapters 3 and 4.

Chapter 3 discusses transfer of workforce from
other fields and hiring of new workforce without
work experience, seen as a critical source of long-
term care workforce, and focuses on training
programs for the unemployed as an opportunity for
care workers to receive training before going to work,
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clarifying the current status and challenges of these
programs. The trainees in the two-year program vary
widely in terms of attributes and work experience,
including for example middle-aged and elderly men,
a high percentage of trainees go to work as care
workers after completing it, and the work
continuation rate thereafter is high as well. Factors
contributing to this are a high degree of satisfaction
with the training contents and a positive attitude
toward the work of long-term care. Based on the
analysis contained in Chapters 3 and 4, the key is to
raise the level of satisfaction with training, especially
on-the-job training; eradicate the negative image
(nerve-wracking, etc.) that some have of long-term
care work; and convey the rewarding nature of the
work to trainees during training. With regard to the
appropriate scale of training, there is room for further
examination.

In terms of initiatives to increase the number of
people who work again as care workers after leaving
jobs in the field, it has been noted that boosting care
workers'sense of being specialized professionals, and
strengthening their commitment to long-term care,
may be an effective approach. This point is analyzed
in Section 5. According to classifications of care
workers'professional careers with a focus on the
process of acquiring specialization and analysis of the
resulting differences in attitude toward work
continuation, there is relatively little relationship
between experience with undergoing specialized
training at school, or experience in other occupations,
and the strength of will to continue working in the
long-term care field. At this stage, receiving
specialized education, accruing experience in the
workplace, and studying in order to earn
qualifications appear to have the effect of
exacerbating dissatisfaction with actual workplace
conditions, and it seems possible that promoting
practical, hands-on acquisition of specialized skills is
the more effective strategy.

Third, to heighten the appeal of long-term care as
an employment opportunity, it is essential to
implement initiatives that strengthen the ability of
providers to secure human resources and raise the
retention rate of those resources. This entails not only
improving working conditions such as wages, but
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also ensuring that the providers’ business philosophy
and policies are clear and shared with all employees,
opportunities for improvement of abilities, including
career formation opportunities, are offered, and
channels for smooth communication with co-workers
and supervisors are open. Chapters 6 through 8 deal
with the nature of employment management at
providers and its relation to providers'securing and
retention of human resources.

Chapter 6 presents an analysis of employees’
career and job development at the corporations that
currently employ them, and its impact on their
perceptions of their working status. This analysis
examines the formation of careers within a single
enterprise, or at major corporations, encompassing
multiple branches, and focuses on the relationship
between career development initiatives and care
workers” work attitudes. However, it was unable to
verify any significant correlation between career
initiatives offering the opportunity to work at various
branches within a single corporate entity, and care
workers’ levels of job satisfaction or will to continue
working. On the other hand, positive assessments of
the quality of long-term care services provided by
current employer was correlated with higher levels of
satisfaction, will to continue working for the same
employer or in the same field. It is evident that rather
than making the development of a career path the
objective, it is important to elevate the quality of
services and heighten care workers’'subjective
perceptions of this quality.

Chapter 7 focuses on care workers with less than
one year of experience, who make up approximately
40% of workers who quit, and analyzes the route by
which they entered the profession, reasons for
choosing it, and attitudes toward continuing work at
the same employer or in the same profession, etc.
With regard to regular employees, factors positively
affecting willingness to continue working at the same
job include choosing to be a care worker for reason
related to the job itself, having a supervisor providing
guidance in the workplace, having a healthy work-life
balance, deriving a sense of fulfilment from the job,
and having a firm sense of commitment to the
organization. Among these, choosing to be a care
worker for reason related to the job itself, having a
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healthy work-life balance, and deriving a sense of
fulfilment from the job positively impacted
willingness to continue with the current job,
regardless of the specific employer. Employment
management characterized by individualized human-
resources handling of each worker had a positive
influence across the board. It is clear that the
attributes of workers in their first year on the job
differ greatly depending on the category of service
they are engaged in, and it is important to implement
hiring and matching that takes diverse attributes and
attitudes into account, and improve perceptions of the
long-term care profession prior to hiring, as well as
designating a supervisor in charge after hiring and
handling human resources individually so as to
strengthen commitment to job and workplace in a
sustained manner.

A look at the turnover rate by provider (branch)
reveals that approximately 50 to 70 percent have a
turnover rate of 10% or less for home care workers
and care workers employed at facilities. In other
words, not all providers have high rates of turnover,
and in fact a large number of them have a relatively
low rate of turnover. This suggests that broadening
the hiring and treatment practices of these providers
to other providers could be an effective measure to
decrease the rate of turnover. Also, when understaffed
providers were asked the reason for this situation,
only around 20% cited a high rate of turnover, while
approximately 70% cited difficulty in recruiting
sufficient workforce. In other words, while initiatives
to boost retention rates are important, measures to
secure workforce are extremely important as well.

Chapter 8 examines initiatives aimed at securing
workforce on a provider level, with a focus on hiring.
Efforts that entail employee participation and
encourage stable interpersonal relationships and
improvements to work procedures and working
environment in the workplace, as well as boosting
team and workplace solidarity and seeking to alleviate
feelings of anxiety and isolation among home care
workers by encouraging them to stop by their
employers offices, are effective not only as a means
of preventing unnecessary hiring by encouraging
current home care workers to stay at their jobs, but
also as a means of recruiting, as home care workers

who find their jobs rewarding will spread the word to
others. The most important route to hiring of
workforce at providers dispatching home care
workers is “introduction by friends and
acquaintances’ . Creating appealing workplaces is an
effective means of boosting recruitment ability.

For long-term care service providers to contribute
their human resources and know-how to the
community, and conduct their services in a manner
that is open to the community, is an effective means
of promoting community understanding of the long-
term care services and the role of long-term care
providers. In particular, “mutual support among
community residents and support for formation of
organizations”, which has been shown to exert a
positive impact on securing human resources in terms
of both quality and quantity, is also widely seen by
long-term care providers as a contributor to the
building of a community-based integrated care system
over time (Study Group on Community-based
Integrated Care, 2014).

Also, the flow chart in Figure I11-2 covers the
entirety of Japan, but in the future there is a need to
draw up similar, more detailed flow charts broken
down to at least the prefectural level. The analysis of
long-term care workforce supply and demand by
prefecture in Chapter 1 makes it clear that there are
drastic differences among prefectures not only in
terms of demand for long-term care services,
correlated with demographic trends such as the
percentage of the population aged 75 and over, but
also in the long-term care service supply framework.
In other words, prefectural discrepancies in the long-
term care service supply-demand structure mean that
there will also be different sets of priorities for each
prefecture in terms of initiatives aimed at filling the
supply-demand gap.

Chapter 2 provides a region-by-region analysis of
the status of educational resources, which are a source
of long-term care human resources. A comparison of
the ratios of population to capacity of long-term care
workforce education programs in each prefecture
shows that capacity is insufficient in many areas
including urban areas where growth in the 75-and-
over population is expected to lead to higher demand
for long-term care services. There is a need for
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prefectures to periodically assess the state of
educational resources and take measures to promote
the planned development of these resources as part of
efforts to secure sufficient human resources based on
supply-demand estimates.

Part 3 Policy Implications and Future
Challenges

Based on the preliminary study conducted for this
report, the policy implications for strategies for
securing workforce and the challenges facing the
mid- to long-term task of securing this workforce are
as follows:

1. Currently, the MHLW provides a projection of the
outlook for securing long-term care workforce for
the foreseeable future, but there is a need for more
detailed examination of models of the long-term
care workforce supply structure. This is
particularly true with regard to the basis of figures
for care workers hired immediately after
graduation, and for those taking jobs as care
workers after doing other jobs or being
unemployed. This is an also an important
prerequisite when setting priorities in strategies for
securing long-term care workforce.

2. There is a need for prefecture-by-prefecture
estimates of long-term care workforce supply and
demand, assessment of the supply structure and
the status of educational resources, and
quantitative evaluation of the supply-demand gap
and examination of appropriate strategies.
Municipalities should also be strongly concerned
with long-term care workforce supply and demand
and strategies for securing care workers.

3. There is a particularly strong need for prefectural
governments to take the lead with initiatives.
Prefectures’ examination and implementations of
strategies for securing workforce, monitoring of
their progress, and re-examination based on the
findings is thought to be an effective management
process.

4. With regard to care workers hired immediately
after graduation, in light of the declining youth
population, there is a need for educational
institutions training care workers to make efforts
to attract more students to these courses, as well as
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for curricula that heighten students’ commitment
to the job to ensure they will sustain their will to
work as care workers, and examination of the size
(capacity) of courses, etc. with the goal of
maximizing the effectiveness of education.

. It is important to clarify what manner of

employment management contributes to the
securing and retention of workforce at long-term
providers, and to examine the factors that heighten
a sense of professional identity that encourages
care workers who change jobs to find new jobs in
the same field. Not only the process of acquiring
professional specialization, but also by the
management of providers and workplaces are
likely to be decisive factors in this regard.

. Examination of the above issues requires not only

surveys at a fixed point in time, but also panel
surveys that follows individuals over time. These
ought to consist of (1) with regard to students at
educational institutions that cultivate long-term
workforce, surveys that track students’reason for
enrolling, career decisions, and contents of
curricula, and then follow their careers after they
have begun working, and (2) similar surveys not
only for care workers hired immediately after
graduation but also those hired mid-career.
Surveys of type (1) can clarify the correlations
between reasons for enrolling in long-term care
programs and the contents of schools’ curricula,
and their selection of first job and career path after
being hired, while surveys of type (2) can be used
to analyze correlations between care workers’ route
to employment, motivation for becoming a care
worker, and long-term care providers’ employment
and workplace management, and care workers’
decisions to stay at or leave their jobs, as well as
tracking the paths of people who change jobs,
thereby clarifying important factors contributing
to the decision to work again as a care worker after
changing jobs.

. Efforts are underway to promote career

development in the long-term care field. Under the
current circumstances, however, specialized
education, acquisition of qualifications, and career
development in the workplace do not necessarily
lead to increased job satisfaction. It is important to
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utilize career grade systems, etc. for long-term
care professionals and coordinate these with
efforts to boost the quality of long-term care
services on an enterprise-wide basis, while at the
same time examining the state of career
development based on dialogues with individual
care workers.

8. There is room for further advancement of
initiatives aimed at getting people, not only new
graduates but also people changing jobs or
currently unemployed, to consider long-term care
as a career option. Care workers vary widely in
terms of age of first hiring and professional
experience, as well as in terms of professional
attitudes and perceptions, and there is a need for
dissemination of more detailed information on the
contents and significance of jobs in long-term care.

9. There are expectations that long-term care
providers will play a role in promoting mutual
support among community residents and
organizational support in the effort to build
community-based integrated care programs. In this
regard, effective approaches include sharing the
insight that business administration that is open to
the local community can help to secure workforce,
as well as accumulation of case studies and further
examination.

ll: Particular Considerations: Insufficient
Numbers of Long-term Care Workforce

This part contains a summary of the contents of
Section 8.

Part1 Introduction

1. Background and Objectives

According to the fiscal 2012 long-term care labor
force survey (Care Work Foundation 2013a), of
almost 60% of providers related to insured long-term
care feel they are understaffed (the total for providers
responding that they were “very understaffed”,
“understaffed”, or “somewhat understaffed”). By
occupation, home care workers (as opposed to care
workers employed at facilities) were in particularly
short supply, with 67.9% of providers considering
themselves understaffed.

What is the background behind this shortage of
long-term workforce? Overall, when asked for the
reasons for understaffing (multiple answers possible),
the most common answer was difficulty in recruiting
workforce, given by over 70% of respondents. This
was followed by “Want to expand business, but
cannot secure workforce”(27.9%) and “High turnover
rate” (21.8%).

Promotion of workforce retention is viewed as a
central challenge in securing a stable long-term care
labor force. In the Long-term Care Employment
Management Improvement Plan (fiscal 2009, MHLW
Announcement No. 400), the turnover rate is one
employment management indicator for which targets
are set. There is also research in progress on the
turnover rate as an objective indicator for analysis of
organizations in their entirety, and on retention
factors, analyzing on a person-by-person basis using
intention to continue working or desire to quit as
subjective indicators for analysis.

Efforts to promote workforce retention are of
unquestionable importance and are highly significant
to organizations as a means of avoiding costs related
to hiring of new workforce, redeployment, training,
and declining productivity, and to workers as a means
of advancing their careers and stabilizing their
livelihoods through training within organizations
(Yamamoto 2009), as well as in terms of heightening
quality and ensuring the continuation of long-term
care services.

However, the survey at the beginning of this
report found that promotion of workforce retention
was only directly effective as a means of alleviating
perceived workforce shortages at about 20% of
providers related to insured long-term care.
Obviously, preventing workforce from quitting
reduces the need for new hiring, and promoting
retention helps providers meet their staffing needs. At
the same time, there seems to be significant value in
focusing instead on hiring, which has received little
attention in discussions of how to overcome
workforce shortages.

In this context, this section will focus on
“difficulty in recruiting workforce”, which
approximately 70% of providers perceiving
themselves as understaffed cited as a reason for
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understaffing. There has thus far been little or no
empirical research on hiring capabilities in the long-
term care field. Many providers are facing urgent
shortages against a backdrop of chronic difficulty in
hiring enough workforce, and in this context it seems
appropriate to examine the characteristics of the
providers that do manage to hire sufficient workforce
in terms of both quality and quantity. The objective of
this section is to obtain, through analysis of individual
data with a focus on hiring, a basic data set pointing
to the sorts of enterprise-level efforts required to
secure workforce.

Specifically, the section organizes data on home
care workers'and care workers'quitting of jobs and
overstaffing or understaffing as seen in turnover rate
by occupation and employment format, by individual
enterprise unit, and providers perceptions of reasons
for workforce shortages (Part 2). Then, focusing on
home care workers, which are in particularly short
supply, the characteristics of providers that have been
able to secure sufficient workforce in terms of both
quantity and quality are examined from several
vantage points (Part 3). In Part 4, there is a
multivariate analysis of factors determining whether
or not an adequate quantity and quality of home care
workers can be secured. Part 5 outlines indications
derived from this analysis.

In analyses of the hiring and employment of home
care workers from Part 3 onward, a primary focus is
whether workplace and employment management is
carried out in a manner that currently employed home
care workers find their jobs rewarding. The most
common route to employment at providers employing
these workers is “introduced by friend or
acquaintance” , in other words word of mouth. When
home care workers are able to feel rewarded by work,
it contributes to workforce retention and thereby to
prevention of unnecessary hiring.

Another key are of focus is whether or not
providers are managed in a manner that is open to the
local community. Prior case studies of workforce
hiring and retention management (Care Work
Foundation 2014) indicate the importance of

participation in local communities and partnerships
such as cooperation with other providers. Moving
toward the building of community-based integrated
care programs that enable people to live fulfilling
lives in the areas they are used to as Japanese society
becomes increasingly super-aged, there are
expectations that long-term care providers will not
only implement cooperation among people of
different occupations but also more extensive
engagement with regional society based on the ideals
of autonomy and dignity, including by acting as bases
for sharing of human resources and expertise with the
community (Community-Based Integrated Care
Study Group 2014, Minkaikyo 2014). If it can be
empirically clarified that a diverse range of
community-engaged initiatives enables providers to
secure workforce, it will also contribute to the
promotion of community-based integrated care.

2. Data Used

The data employed in this section is individual
data from the Fiscal 2011 Care Work Foundation
Long-term Care Labor Force Survey (Provider
Survey : hereinafter, “the Provider Survey ).’

The Provider Survey covered 17,151 providers
throughout Japan that provide insured long-term care
services, extracted randomly from a list of all
designated providers of long-term care services. The
survey was conducted in November 2011 (responses
are as of October 1, 2011), and there were valid
responses from 7,070 providers (valid response rate
of 41.2%).

The Provider Survey data set is large and highly
representative, being randomly extracted and
covering the entire country, and while it does not
focus on employment management specifically, it
contains an abundance of information about
companies’and providers'general status, hiring and
termination of employees, overstaffing or
understaffing, employment management initiatives
and so forth.

The reason for using the survey data from fiscal
2011 (rather than the most recent data available when

5 For the survey form, details of survey implementation, and survey results, refer to the Care Work Foundation (2012).
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this section was being written) is that in addition to
the nationwide survey items included every year,
there are also questions on the survey about regional
initiatives, making these results optimally suited to
examination of cooperative efforts with the
community, one of this section’s areas of focus.

Part2 Providers’ Turnover Rate,
Overstaffing and Understaffing, and
Reasons for Workforce Shortages °

This section examines the current status of
employee resignation or termination, overstaffing and
understaffing, etc. from various perspectives, using
data on the turnover rate for different occupations and
employment formats, by enterprise unit.

The turnover rate by enterprise unit is broken
down into four categories: (1) home care workers
who are regular employees, (2) home care workers
who are non-regular employees (with both full-time
and shortened-hours schedules), (3) care workers (in
this case meaning those employed at facilities rather
than visiting care recipients’homes) who are regular
employees, and (4) care workers who are non-regular
employees (with both full-time and shortened-hours
schedules). The survey covered only providers that

gave complete responses about their number of
employees as of October 1, 2011 and the number of
employees hired and terminated or resigned over the
October 1, 2010 to September 30, 2011 period.
Calculations were performed as follows: Number of
people terminated or resigned over the October 1,
2010 to September 30, 2011 period/ (number of
employees as of October 1, 2011- number of
employees hired over the October 1, 2010 to
September 30, 2011 period + number of people
terminated or resigned over the October 1, 2010 to
September 30, 2011 period).

1. Annual Turnover Rate for Each Occupation
and Employment Format, by Enterprise Unit
Examination of the annual turnover rate for each

occupation and employment format, by enterprise
unit (Table III-3), reveals that for all four categories a
considerable percentage of providers had a 0%
turnover rate, and between 50% to 70% or so of them
had either 0% or below 10% turnover. On the other
hand, around 20% to 30% of them had a turnover rate
of 30% or more. In other words, there is a stark
dichotomy between high and low rates of turnover.

Tablelll-3 Annual Turnover Rate for Each Occupation and Employment Format, by

Enterprise Unit

Average
Number of  turnover rate
providers (%)
Home care workers
(regular employees) 1,440 18.7
Home care workers
(non-regular employees) 1,532 18.7
Care workers
(regular employees) 3,734 17.5
Care workers 3,205 ”

(non-reqgular employees)

0%

Annual turnover rate by enterprise unit

Turnover rate distribution (%)

Above 0% - 10% - 20% - 30% or

under 10% under20% under30%  above
70.8 0.8 3.3 45 20.6
426 124 18.0 10.7 16.4
490 9.5 134 9.2 18.8
46.1 3.8 11.5 10.7 27.8

Source: Prepared by the author on the basis of individual data from the Care Work Foundation “Long-term Care Labor Force Survey (Provider Survey)”.

6 This section consists of material from Hotta (2012) with additions, deletions and revisions.
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With regard to home care workers who are regular
employees, over 70% of providers had a turnover rate
of 0%. At the same time, 20.6% of providers had a
turnover rate 30% or more. As for home care workers
who are non-regular employees, 42.6% of providers
had a turnover rate of 0%, and the next most common
response was “between 10% and 20% with 18.0%,
and 30% or more with 16.4%. For care workers who
are regular employees, approximately half of
providers had a turnover rate of 0%, and around 20%
had a rate of 30% or higher. For care workers who are
non-regular employees, the most common turnover
rate was 0% at 46.1% of providers, but on the other
hand nearly 30% of them had a turnover rate of 30%
or more.

2. Perceptions of Employee Retention and
Turnover Rate by Enterprise Unit
In the Provider survey, respondents were given
three choices with regard to their perceptions of the
employee retention rate at the time of the survey:
“Low retention rate is a source of problems”,
“Retention rate is low, but does not cause problems”,

and “Retention rate is not low” . In response, 70% of
providers said that the “retention rate is not low”, a
result that is consistent with the findings of 1. above
that a majority of providers had a turnover rate of less
than 10%. Only 14.5% felt that a low retention rate
was a source of problems. Meanwhile, 9.1% of
providers perceived the retention rate as low but did
not view it as causing problems.

Examination of the correlations between
perceptions of employee retention and turnover rate
by enterprise unit (Table III-4) reveals that for all
categories (home care workers who are regular
employees, home care workers who are non-regular
employees, care workers who are regular employees,
and care workers who are non-regular employees),
providers responding that “Low retention rate is a
source of problems”were more likely to have a
turnover rate of 30% or higher than providers giving
other responses, and conversely, those responding
that the “retention rate is not low” were more likely
than other providers to have a turnover rate of 0%.

At the same time, it must be noted that among
providers responding that “low retention rate is a

Table lll-4 Perceived Understaffing at Providers as a Whole, and Turnover Rate for Each
Occupation/ Employment Format, by Enterprise Unit

Turnover rate by enterprise unit
(home care workers / regular employees)

Turnover rate distribution (%)

Turnover rate by enterprise unit
(home care workers / non-regular employees)

Turnover rate distribution (%)

No. of No. of
. f Above 0% 10% - 30% or 3 Above 0% 10% - 30% or
0, 0,
<Allenterprises> | enterprises e -under 10% under 30% above enterprises L -under 10% under 30% above
Low retention rate
is a source of 243 55.1 0.4 9.1 354 252 31.0 6.7 329 294
problems
Retention rate is
low, but does not 118 593 0.0 9.3 314 103 42.7 9.7 214 26.2
cause problems
Retention rate s 1,012 76.8 1 6.5 15.7 1,133 444 14.1 287 128
not low
. . . Turnover rate by enterprise unit
Turnover rate by enterprise unit (caregivers / regular employees) (caregivers / non-regular employees)

No. of Turnover rate distribution (%) No. of Turnover rate distribution (%)

. b Above 0% 10% - 30% or L Above 0% 10% - 30% or
<All enterprises>  enterprises 2 -under 10% under 30% above enterprises L -under 10% under 30% above
Low retention rate
is a source of 581 327 4.8 26.2 36.3 528 286 2.8 20.5 48.1
problems
Retention rate is
low, but does not 391 353 6.6 29.7 284 329 353 1.8 219 41.0
cause problems
Retention rate is 2,586 544 108 213 135 2,285 513 42 23.1 214

not low

Source: Prepared by the author on the basis of individual data from the Care Work Foundation “Long-term Care Labor Force Survey (Provider Survey)”.
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source of problems”, approximately 30- 50% had a
home care worker and care worker turnover rate of
0%, while on the other hand among providers stating
that the retention rate is not low, 10- 20% had a home
care worker and care worker turnover rate of 30% or
higher. It is evident that providers’ perceptions of
retention were shaped not only by the turnover rate for
employees in the four occupation/ employment format
categories listed above, but also by a variety of other
factors including employee retention throughout the
entire enterprise and human resource strategies
(perceived optimum retention rate, etc.) .

3. Overstaffing, Understaffing, and Turnover
Rate by Enterprise Unit
On the subject of perceived overstaffing and
understaffing, the Provider survey asks respondents to
select from five options regarding individual

occupations and overall: “Overstaffed”, “Appropriate
level”, “Somewhat understaffed”, “Understaffed”,
and “Severely understaffed”.” For overall staffing
levels, 46.1% of providers perceived an “Appropriate
level”, and 53.2% perceived themselves as
understaffed (total of “Severely understaffed” +
“Understaffed” + “Somewhat understaffed”). As in
the survey results for fiscal 2012 outlined above,
when viewed by occupation, the most severe
perceived understaffing was for home care workers,
with only about 30% perceiving an “Appropriate
level and over 70% considering themselves
“Understaffed”. For care workers, the corresponding
percentages were 52.5% and 44.9%.

Let us examine the correlations between perceived
understaffing by occupation and turnover rate for
each occupation/employment format, by enterprise
unit (Table III-5).

Table lll-5 Perceived Understaffing by Occupation and Turnover Rate for Each Occupation/
Employment Format, by Enterprise Unit

Turnover rate by enterprise unit
(home care workers / regular employees)

Turnover rate distribution (%)

<Overstaffing or No. of

Turnover rate by enterprise unit
(home care workers / non-regular employees)

Turnover rate distribution (%)
No. of

understaffing of i Above 0% 10% - 30% or i Above 0% 10% - 30% or
home care enterprises e -under 10% under 30% above enterprises e -under 10% under 30% above
workers>
Severely
understaffed 156 59.0 6.0 9.0 314 143 378 13.3 28.7 203
Understaffed 356 68.8 0.6 7.6 23.0 405 36.3 133 36.5 138
Somewhat
understaffed 448 74.8 0.9 7.1 17.2 511 40.5 141 315 13.9
Appropriate level 403 754 1.2 84 14.9 398 54.0 9.5 20.1 16.3
Overstaffed 11 — — — — 12 — — — —
Turnover rate by enterprise unit Turnover rate by enterprise unit
(caregivers / regular employees) (caregivers / non-regular employees)
Turnover rate distribution (%) Turnover rate distribution (%)

<Overstaffing or No. of No. of

; Above 0% 10% - 30% or ; Above 0% 10% - 30% or
unde(stafﬁng of  enterprises ik -under 10% under 30% above enterprises i -under 10% under 30% above
caregivers>
Severely
understaffed 100 41.0 20.0 31.0 26.0 91 34.1 44 264 35.2
Understaffed 460 38.5 10.2 27.0 243 406 35.0 49 25.1 35.0
Somewhat
understaffed 1,010 445 10.1 24.8 20.7 938 40.2 4.5 24.2 31.1
Appropriate level 1,790 53.1 10.0 20.7 16.2 1,565 50.6 33 215 246
Overstaffed 90 45.6 11.1 27.8 15.6 79 50.6 3.8 24.1 21.5

Source: Prepared by the author on the basis of individual data from the Care Work Foundation “Long-term Care Labor Force Survey (Provider Survey)”.
Note: The percentage of providers responding that they were “overstaffed” with home care workers was negligible, and is not listed but written as “—".

7 The survey contains a note to the effect that for this question, the response “Understaffed” indicates that there is a need to recruit

workforce.
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First of all, it is notable that providers with
insufficient numbers of home care workers have a
lower percentage of 0% home care worker turnover
rate, for both regular and non-regular employees, than
other providers, and a higher percentage of 30% or
higher turnover rate.

With regard to care workers, providers with
significant understaffing of care workers were more
likely than other providers to have a turnover rate of
30% or higher for regular-employee care workers. A
relatively low percentage of these providers had a
turnover rate of 0% for non-regular-employee care
workers, and a relatively high percentage of them had
a turnover rate of 30% or higher.

Even among providers stating that they were
“understaffed”in terms of both home care workers
and care workers, there were a considerable number
of providers with a turnover rate of 0%. Notably, even
among providers that reported being “severely
understaffed” with home care workers, approximately
60% had a turnover rate of 0% for home care workers
who are regular employees, indicating that there are
significant reasons for employee shortages other than
the turnover rate. As outlined in the next section,
there appear to be other factors impacting perceptions
of understaffing, such as difficulty in filling positions,
even though the turnover rate (employee resignation
or termination) is not high, due to workforce reaching
retirement age, etc., and inability to expand the scale
of providers or the range of services because
sufficient workforce cannot be secured.

4. Understaffing Status by Occupation and

Reasons for Being Understaffed

Let us examine some of the reasons for
understaffing. In the Provider survey, the 2,486
providers responding that they were “Severely
understaffed”, “Understaffed”, or “Somewhat
understaffed” were asked for their reasons, with
multiple responses possible. The results were
consistent with those of the fiscal 2012 survey
outlined earlier, with the most common response
being “Difficulty in recruiting workforce”, given by
nearly 70% of respondents (66.0%). This was
followed by “Want to expand business, but cannot
secure workforce” (26.2%) and “High turnover rate
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(low retention rate)” (19.8%).

To get a clearer picture of understaffing by
occupation, let us examine the status of home care
worker and care worker understaffing, and their
correlations with reasons for understaffing given by
providers that were understaffed (severely
understaffed, understaffed, or somewhat understaffed)
in terms of home care workers and care workers, as
well as being understaffed across the enterprise as a
whole.

Overall, among reasons given for understaffing at
providers with shortages of home care workers,
“Difficulty in recruiting workforce”was the most
common, followed by “Want to expand business, but
cannot secure workforce”and “High turnover rate” .
This last reason was given by only between 10% and
20% of providers. As a rule, the percentages of
providers giving these reasons rise when the providers
strongly perceive themselves as understaffed, with
67.9% of “severely understaffed” providers citing
“Difficulty in recruiting workforce”, and
approximately half citing difficulty in securing
workforce to expand their businesses.

Among reasons given for understaffing at
providers with shortages of care workers, the most
common reason, once again, was “Difficulty in
recruiting workforce”. Unlike with home care
workers, however, the second most common reason
was “High turnover rate” . Here, again, both of these
reasons were given by a relatively high percentage of
“severely understaffed” providers. Of these, 81.8%
cited “Difficulty in hiring workforce”, and 46.5%
cited “High turnover rate” .

Part 3 Characteristics of Providers That
Have Secured Sufficient Home Care
Workers, in Terms of Both Number of
Workers and Quality of Care

By occupation, home care workers are in the
shortest supply, with approximately 70% of providers
in both the fiscal 2011 and 2012 surveys perceiving
themselves as understaffed. In this section, we will
analyze the particularly severe shortage of home care
workers.

As described in the preceding section, difficulty in
recruiting workforce is consistently cited as the
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primary reason for shortages of home care workers.
By contrast, turnover rate was low (below 10%) at
many providers, and providers viewing the turnover
rate as a problem were in the minority.

The Provider survey asked for the respectively
number of home care workers and care workers hired
over the preceding year (October 1, 2010- September
30, 2011) and the quality of these human resources,
and regarding home care workers, obtained responses
from 2,172 providers. Of these, fewer than two in ten
(18.6%) stated that they were meeting their needs in
terms of both number and quality of workers, while
over half were only satisfied with either number or
quality but not both, with 26.4% saying they "Have a
sufficient number of workers, but are not satisfied
with their quality”, while 27.7% “Are satisfied with
quality of workers, but have been unable to secure
sufficient numbers” . Nearly three in ten (27.3%) were
“Have been unable to secure either sufficient number
or quality of workers”.

In the context of widespread inability to hire
workforce, what are the characteristics of the minority
of providers that are able to secure sufficient numbers
of workforce of sufficient quality? This section
examines this question, taking company or enterprise
attributes into account (Partl. 1.). Employment
management initiatives and efforts in cooperation
with local communities will also be examined.

The following is an overview of areas of
significant discrepancy marking the characteristics of
providers that have secured home care workers of
sufficient number and quality, which emerged in a
cross tabulation.

1. Company or Enterprise Attributes

With regard to company or enterprise attributes,
the following factors will be taken into account:
Managing body, date of establishment or start of
long-term care service, company or provider size and
structure (number of employees, number of business
units, business areas other than insured long-term

care, etc.), and location.

In terms of managing bodies, private-sector
companies were relatively few (48.1% of providers
that have secured sufficient numbers and quality of
workers, compared to 58.5% of all providers), and
social welfare providers other than social welfare
councils were relatively high in number (21.7%, as
opposed to 14.8% overall). The establishment of
providers or launch of long-term care business was
on average one year earlier than for all providers.

There was no significant discrepancy with regard
to number of employees. In terms of business
structure, as well, there was no significant
discrepancy regarding number of business units or
existence of business areas other than insured long-
term care.

With regard to regional classification ® for
purposes of long-term care benefit calculation, there
were somewhat fewer special wards (3.7%, as
opposed to 6.9% overall) and specially designated
cities (14.1%, as opposed to 18.5% overall), and
somewhat more of the “other” classifications (55.1%
as opposed to 46.9%).

2. Employment Management

On the topic of employment management, the
survey asked about approaches used to prevent early
employee resignation and promote retention, and
obtained wide-ranging information on
implementation of these approaches. Let us first of all
examine responses to questions relating to the overall
status of employment management initiatives. We
will also examine the topic of human resources
cultivation, which is the subject of several
independent questions in addition to being given as
an option on the question about employment
management. In addition, the presence or absence of
periodic hiring, and management of operations, will
be considered.

A survey of the status of implementation of 18
employment management initiatives targeted at home

8 On the FY2011 Enterprise Survey, there are five regional classifications (Tokubetsuku, Tokko-chi, Ko-chi, Otsu-chi, other). This
system was put in place based around compensatory payments to national public employees when the long-term care insurance
system was first established, taking into account regional disparities in workforce costs for directly handled employees.
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care workers (improvement of labor conditions,
evaluations of competence and job performance and
reflections of these evaluations in job assignations
and treatment, clarification of workers’ job duties and
required abilities, implementation of wage structure
concomitant with career, opportunities for non-
regular employees to transition to regular, designation
of workforce to provide guidance to new employees,
enrichment of competence development resources
and opportunities, enrichment of training to enable
administrators to cultivate subordinates, surveying
workers about desired work hours, surveying workers
about job duties, designation of an office where
workers can consult about worries or complaints,
health promotion measures and health management
initiatives to smooth out on-the-job communication,
opportunities for management and employees to share
information on administrative policies, enrichment of
employee benefits, well-organized work environments,
and support for workers raising children), of which 10
showed significant discrepancies. The initiatives that
were implemented by a higher percentage, even if
slightly (3% or a little more), of providers that
succeeded in securing sufficient numbers and quality
of workforce, were as follows: “Improvement of
labor conditions such as wages and working hours
(including making it easier for employees to take
vacations” , implemented by 64.9% of such providers
compared to 61.8% overall; “Providing opportunities
for management or administrators and employees to
share information on administrative and care
policies” (39.5%, compared to 36.4% overall); and
“Well-organized work environments (providing
employees with break rooms, discussion rooms,
assigned seats when they arrive at work, etc.) (33.6%,
compared to 28.8% overall).

On the subject of human resources cultivation,
regular and non-regular employees were asked
separately to evaluate their employers in comparison
to other providers in the same industry. At providers
that succeeded in securing sufficient numbers and
quality of workforce, compared to providers in
general, a large percentage of both regular and non-
regular employees stated that their employers human
resources cultivation programs were ample (“ample”
+ “somewhat ample”).
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What sorts of initiatives were actually
implemented? Regular and non-regular employees
were asked separately about the implementation
status of eight different human resources cultivation
initiatives, and the results for both regular and non-
regular employees of “successful” providers showed a
significantly higher rate of implementation of
“Cultivation of employees implemented throughout
the enterprise (including affiliated companies)”, while
those for regular employees showed similar higher
rates for “Formulation of training plans”, “Designation
of person in charge of training (including jointly
responsible persons) or company division in charge”,
and “Ample training at time of hiring”, while
relatively high percentages of non-regular employees
cited “Provision of opportunities to provide guidance
to junior employees.” As for periodic hiring of home
care workers, it was implemented by a lower
percentage of “successful” providers than by
providers overall (13.6%, compared to 24.2%).

Finally, a marked correlation was noted with
regard to methods of managing working hours and
service delivery status, an area specific to home care
workers. Approximately half of “successful”
providers “Make sure to have home care workers
report to the office at least once every working day
compared to only 32.9% of providers overall, a
15-percentage-point difference. The corresponding
percentage was 27.7% for providers unable to secure
either sufficient numbers or quality of workers, while
a relatively high percentage of these “Make sure to
have home care workers report over the phone at least
once per working day’.

3. Community Cooperation

In addition to questions about insured long-term
care services, the Provider survey inquires about
other efforts providers are carrying out in cooperation
with the local community, perhaps with the goal of
providing higher-quality services, asking respondents
for the implementation status of 11 different items.
The responses showed that a significantly higher
percentage of “successful” providers, compared to all
providers, were implementing the nine items shown
in Table 111-6.
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Table lll-6 Evaluation of Home Care Worker Recruiting and “Enterprise Management That
Is Open to the Local Community” (Unit: %)

Able to secure
workforce of

sufficient quality Ugerell
and number

Acceptance of others to observe or experience the workplace or undergo on-the-job

training 533 47.7
Acceptance of volunteers 41.0 35.7
Participation by enterprise in local events such as festivals 29.6 24.8
Participation in community networks that watch over and ensure the safety of care 26.2 213
recipients, along with local welfare commissioners and related organizations, etc. ) :
Convening or playing a cooperative role in seminars or classes related to subjects 207 15.9
such as long-term care and health, dispatching of care workers to participate : )
Making enterprise facilities, buildings, etc. available to the local public 18.5 14.7
Development of manuals and procedures for “clinical pathway” (support for care 183 145
recipients provided in partnership with other providers) ’ ’
Convening and providing support for gatherings of care workers 15.8 1.2
Cultivating and organizing volunteers who provide day-to-day assistance and ensure 79 59

the safety of care recipients

Source: Prepared by the author on the basis of individual data from the Care Work Foundation “Long-term Care Labor Force Survey (Provider Survey)”.
Note: Items listed in order of the percentage of “successful” providers significantly engaged in the initiatives in question.

Part4 Decisive Factors Affecting Whether
or Not Providers Secure Home Care
Workers of Sufficient Number and Quality

What are the employment management and
community cooperation initiatives that impact the
ability to secure home care workers of sufficient
number and quality, even when other factors are
controlled for? As the cross tabulation in Section 3
does not enable assessment of the isolated influence
of each individual factor, this section
comprehensively examines the decisive factors
affecting whether or not providers were able to secure
home care workers of sufficient number and quality
over the past year through a multivariate analysis
(binomial logistical analysis).

1. Variables
1) Employment management

Extensive employment management, including
elements like organizational consolidation and
compliance (Hotta 2010), individualized treatment of
human resources (Section 7 of this article), and
individual consultations and guidance (Hotta 2010),
is known to help alleviate care workers'stress and
boost motivation. It is also thought to contribute to

avoidance of unnecessary recruitment by promoting
retention of existing home care workers, and to assist
with recruitment by generating positive word-of-
mouth among home care workers who feel rewarded
at work.

As seen in Part 3. 2., Provider survey questions
about measures aimed at preventing early employee
resignation and promoting retention inquire broadly
about the implementation status of employment
management initiatives (Tables III-7 through III1-9).
The findings showed high rates of implementation,
above 40%, for initiatives to smooth out on-the-job
communication (63.3%), surveying workers about
desired work hours (62.0%), improvement of labor
conditions such as wages and work hours (56.8%),
opportunities for non-regular employees to transition
to regular (48.2%) enrichment of competence
development resources and opportunities (44.6%),
evaluations of competence and job performance and
reflections of these evaluations in job assignations
and treatment (40.6%), and improvement and
streamlining of work tasks, etc. for more worker-
friendly work environments (40.2%).

For this study, an exploratory factor analysis was
conducted, with the goal of identifying and
consolidating potential shared factors from the 18

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015



Table lll-7 Factor Scores for Employment Management Initiatives (Measures to Prevent
Early Resignation and Promote Retention of Home Care Workers)

Factor 2 Factor 4
Percentage of Factor 1 Training- Factor 3 Listening to
enterprises  Solidarity and e Career e 4
taking measure participation workplaces development opinions
Emphasis on improvement and streamlining of work tasks, etc. for more
worker-friendly work environments 402 0.564 0.124 -0072 -0.041
Initiatives to smooth out on-the-job communication in the workplace
(periodic meetings, discussions where opinions are exchanged, team 63.3 0.557 -0.015 -0.07 0.039
care, etc.)
Opportunities for management or administrators and employees to )
share information on administrative and care policies 391 0.530 0.0% 0018 0.030
Well-organized work environments (providing employees with break )
rooms, discussion rooms, assigned seats when they arrive at work, etc.) 273 0360 0.065 0.009 0.095
Enhancement of benefits and activities that strengthen interpersonal
ties (including social events such as karaoke and bowling, etc.) 322 0289 0128 0.088 0.028
Health promotion measures and health management initiatives 31.8 0.280 0.208 -0.013 0.079
Improvement of labor conditions such as wages and working hours )
(including making it easier for employees to take vacations 268 0.258 0.208 0.242 0.117
Emphasis on administrators’ and leaders’ cultivation of subordinates ) )
and training aimed at boosting motivation and competence e g el B2 fieeg
Assignation of personnel to provide guidance and advice to new }
employees 233 0.092 0.453 0.003 0.029
Clarification of the duties enterprises expect of employees and the )
competences employees need to acquire to complete them 15 ese Aty fzla Ly
Establishment of an office for consultations on employees’ troubles,
anxiety, and dissatisfaction (mental health care) 293 0.005 0.233 0.081 0.228
Support for employees raising children (making childcare available,
financial aid for childrearing, etc.) 76 0.015 0175 0.004 0.027
Implementation of wage structure concomitant with career 325 -0.132 0.041 0.573 0.021
Evaluations of competence and job performance and reflections of )
these evaluations in job treatment S Ly C s ke
Opportunities for non-regular employees to transition to regular 48.2 0.057 0.056 0.432 -0.041
Enrichment of competence development resources and opportunities
(in-house training, enabling employees to take advantages of external 44.6 0.209 0.230 0.241 -0.083
educational resources and providing support, etc.)
Surveying workers about desired job duties (change of post, etc.) 323 -0.084 0.172 -0.047 0.604
Surveying workers about desired work hours (time of day, total number N
of working hours) 62.0 0.194 0.191 0.030 0.425
Eigenvalue 4.243 1.233 1.113 1.002
Correlations between factors Factor 1 Factor 2 Factor 3 Factor 4
Factor 1 - 0.649 0.621 0.497
Factor 2 - 0.649 0.340
Factor 3 - 0.440

Factor 4 -

Source: Prepared by the author on the basis of individual data from the Care Work Foundation “Long-term Care Labor Force Survey (Provider Survey)”.
Note: Employs the major factor method and promax rotation. Factor loading quantities of 0.35 or higher are in bold type.

employment management initiatives aimed at
prevention of early resignation and promotion of
retention. The principal factor method was used for
extraction of factors, with a promax rotation
envisioning the correlations among factors. With a
threshold eigenvalue of 1 or higher, four factors were
identified.
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When the constituent elements of each factor with
a factor loading quantity of 0.35 or higher are
examined, Factor 1 encompassed improvement and
streamlining of work tasks, etc. for more worker-
friendly work environments, opportunities for
management or administrators and employees to
share information on administrative and care policies,
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initiatives to smooth out on-the-job communication,
and well-organized work environments (providing
employees with break rooms, discussion rooms,
assigned seats when they arrive at work, etc.), all of
which promote employee participation in the process
of establishing stable interpersonal relations in the
workplace and improvement of work environments,
heightening employees allegiance to the workplace
and feelings of solidarity as members of a team.
These factors are collectively referred to as
“solidarity and participation.” Factor 2 encompassed
administrators” and leaders’ training of subordinates
S0 as to boost motivation and competence, assignation
of workforce to provide guidance and advice to new
employees, and clarification of the job duties and
abilities the enterprise requires of workers, all of
which are related to clarification of the duties
providers expect of employees and the competences
employees need to acquire to complete them, and to
supporting workplace administrators by designating
workforce in charge of training so that competence
can be developed on the job, and are collectively
referred to as “training-oriented workplaces” . Factor 3
encompassed implementation of wage structure
concomitant with career, evaluations of competence
and job performance and reflections of these in
treatment of employees, opportunities for non-regular
employees to transition to regular, which relate to
development of career path and treatment of
employees that fosters competence development, and
are collectively referred to as “career development”.
Factor 4 consisted of surveying workers about desired
work hours and job duties, and is referred to as
“listening to worker opinions”. The four factor scores
for employment management initiatives were
introduced as explanatory variables.

The discussion in the preceding section notes that
approaches to managing home care workers” work
hours, status of service delivery, and so forth showed
notable features pertaining to provider's evaluation on
home care workers’ recruitment. The most common
cause of trouble, anxiety, and dissatisfaction among
home care workers was “anxiety about whether | am
providing recipients with effective care” (41.9%)
(Care Work Foundation 2013b). When workers meet
their colleagues in person every working day, this

anxiety is alleviated and they can receive appropriate
advice, as well as perceiving themselves as members
of a team and feeling more rewarded by their work.
On this basis, “Making sure to have home care
workers report to the office at least once every
working day” is added as an explanatory variable for
management of operations (selected = 1, not selected
=0).

2) Community cooperation

Enterprise management that is open to the local
community heightens public understanding of the
nature of home-based long-term care and the
providers that provide it, and is envisioned as having
a positive effect on employment as well. As noted in
Part 1. 1., prior research has indicated the important
role of partnerships in the community, as shown in
case study surveys of hiring and retention. The
preceding section, as well, noted the correlation
between providers that carry out a wide range of
activities in partnership with the community, and
success in securing home care workers of sufficient
number and quality (Table III-6). With this in mind,
this study includes an exploratory factor analysis
(major factor method / promax rotation) of
community cooperation initiatives, with factor scores
as explanatory variables.

With a threshold eigenvalue of 1 or higher, three
factors were identified (Table III-8). When the
constituent elements of each factor with a factor
loading quantity of 0.35 or higher are examined,
Factor 1 encompassed acceptance of volunteers and
acceptance of others to observe or experience the
workplace or undergo on-the-job training, and is
referred to as “acceptance of trainees, etc.”. Factor 2
encompassed convening and providing support for
gatherings of care workers, cultivating and organizing
volunteers who provide day-to-day assistance and
ensure the safety of care recipients, convening or
playing a cooperative role in seminars or classes
related to subjects such as long-term care and health,
and participation in community networks that watch
over and ensure the safety of care recipients, all of
which entail supporting and organizing mutual
support among members of the community, and are
referred to collectively as “supporting and organizing
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Table llI-8 Factor Scores Related to Enterprise Management That Is Open to the Local

Community
Factor 2
Factor 1 ; Factor 3
Acceptance Supé)r?crltmg Membership
of trainees, - in the
etc. %rgaglzg}g community
Acceptance of volunteers 0.826 -0.131 0.017
Acceptance of visitors to observe or experience the workplace or undergo _
on-the-job training 0.628 0.045 0.059
Convening and providing support for gatherings of caregivers 0.121 0.482 -0.064
Cultivating and organizing volunteers who provide day-to-day support to .
care recipients or watch over them to ensure their safety s e s
Convening or playing a cooperative role in seminars or classes related to
subjects such as long-term care and health in the local community or at 0.127 0.449 0.003
schools, etc., and dispatching of employees
Participation in community networks that watch over and ensure the
safety of care recipients, along with local welfare commissioners and -0.05 0.379 0.176
related organizations, etc.
Provision of day-to-day living support services not covered by long-term ) )
care insurance 0.217 0.347 0.038
Development of manuals and procedures for partnering with other bodies -0.08 0.284 0012
to provide support to care recipients (linkage paths, etc.) : : :
Making enterprise facilities, buildings, etc. available to the local public 0.163 0.255 0.166
Efforts to build day-to-day relationships with the community through 0104 -0.03 0636
membership in neighborhood and residents’ associations, etc. : : :
Participation on an enterprise basis in local events such as festivals 0.13 -0.017 0.528
Eigenvalue 2.642 1373 1.034
Correlations between factors Factor 1 Factor 2 Factor 3
Factor 1 - 0.413 0.527
Factor 2 - 0517

Factor 3 -

Source: Prepared by the author on the basis of individual data from the Care Work Foundation “Long-term Care Labor Force Survey (Provider Survey)”.
Note: Employs the major factor method and promax rotation. Factor loading quantities of 0.35 or higher are in bold type.

mutual aid”. Factor 3 consisted of efforts to build day-
to-day relationships with the community through
membership in neighborhood and residents’
associations, as well as participation in local events
such as festivals, all of which relate to providers’
participation in the local community and are referred
to as “membership in the community” .

Here, “community cooperation” also encompasses
cooperation with other providers and related
organizations in the community. In addition to efforts
such as development of manuals and procedures for
“clinical pathway” and building of networks to watch
over and ensure safety of care recipients, as outlined
in Table III-8, it should also be considered to include
cooperation in the area of human resource cultivation.

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015

On this basis, focusing on the topic of cooperation
with other providers in the community, “Making
efforts to cooperate with other long-term care
providers in the community, share expertise, and
cultivate human resources” is added as an explanatory
variable (selected = 1, not selected = 0).

3) Control variables

The control variables pertaining to company or
enterprise attributes as discussed in part 1 of the
preceding section are: managing body (five
categories: private-sector corporation, social welfare
association or local government, social welfare or
medical enterprise other than a social welfare
association, NPO, and incorporated association,
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incorporated foundation, or cooperative association),
number of months elapsed since the launch of long-
term care (real number), size of providers (real
number of employees engaged in work related to
insured long-term care), number of providers under
the control of a corporation, etc. (only one enterprise
per corporation, etc. = 1, multiple providers per
corporation, etc. = 2), and regional classification for
purposes of benefit calculation (five categories:
Tokubetsuku, Tokko-chi, Ko-chi, Otsu-chi, other).

Future business strategy is certain to influence
both quality and numbers of workforce hired. With
this in mind, a control variable focused on the
business’s future direction is added, with selection of
“intend to expand enterprise in the future” assigned a
value of 1 and non-selection a value of 0.

2. Results

A multivariate analysis (binomial logistical
analysis) was performed (Table III-9) to examine
decisive factors affecting whether or not providers
were able to secure home care workers of sufficient
number and quality. The explained variables were, in
response to the question “What is your assessment of
the number and quality of workers hired over the past
year (October 1, 2010- September 30, 2011)?” with
“We have been able to secure workers of sufficient
number and quality” assigned a value of 1 and other
responses assigned a value of 0. The explanatory
variables introduced were the various variables
related to employment management (listed in 1.(1))
and community cooperation (1.(2)), and the control
variables (1.(3)).

In the area of employment management, the factor
scores pertaining to employment management
initiatives (measures to prevent early resignation and
promote retention) show that “solidarity and
participation”and “career development”had a
significant impact on ability to secure home care
workers of sufficient number and quality. “Solidarity
and participation”, with workplaces improved and
sense of solidarity achieved with the participation of
employees, contributed to ease of recruitment.

On the other hand, “career development” was
observed to have a negative impact, and its influence
was the greatest of all variables found to have a

significant impact. Appropriate evaluations of
competence and concomitant workforce deployment
have been found to boost individual sense of
accomplishment in some analyses (Hotta 2009), but
at the same time treatment of workers on the basis of
competency evaluations has been found to elevate
stress levels (Hotta 2010), and as noted in Section 6
of this study as well, development of career within a
single company, etc. cannot be said to have a positive
impact on job satisfaction or desire to continue
working. It is not clear from the Provider survey
alone what factors might contribute to career
development’s negative impact on ability to secure
home care workers of sufficient number and quality,
but possibilities include competence evaluations that
do not gain the acceptance of home care workers and
the fact that career development is not necessarily
linked to improvement of the quality of long-term
care services, which is an important element
heightening care workers’ sense of fulfillment on the
job. Meanwhile, “training-oriented workplaces” and
“listening to worker opinions”did not have a
significant impact.

On the subject of management of home care
workers’ operations, “making sure to have home care
workers report to the office at least once every
working day” was found to have a positive impact on
recruitment.

As for community cooperation, “supporting and
organizing mutual aid”was found to have a positive
impact. It appears that home-based long-term care
providers’ efforts to promote and organize networks
of mutual support among community residents may
contribute to ability to secure human resources.

“Acceptance of trainees, etc.”, “membership in
the community”, and “cooperation on human
resources cultivation with other long-term care
providers in the community” were not found to have a
significant impact.

Of the control variables, with regard to “managing
body,” an earlier start to provision of long-term care
services, and a single company, etc. operating only a
single enterprise, were found to have a more
significant positive impact for “social welfare or
medical providers other than social welfare
associations” than for private-sector corporations. On
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Table lll-9 Binomial Logistical Analysis of Decisive Factors Affecting Whether or Not Providers
Are Able to Secure Home Care Workers of Sufficient Number and Quality

B Standard
deviation

Social welfare association / Local government -0.347 0.371
Vianaging body svc;cllfngvae;fs:gcei:tzgedlcal enterprise other than a social 0607 0237 **
<Private-sector corporation> NPO 0.229 0.339

Lr;c;)gggrtz?szdagsggg?igﬁn, incorporated foundation, or 0740 0.646
Number of months elapsed since the launch of long-term care 0.002 0.001 *
Size of enterprise mgmggﬂgﬁgf?eﬂ'&yffée”9aged in work related to 0009 0.004 %
Number of providers under the
control of a corporation, etc. Only one enterprise per corporation 0.573 0.180 ***
<multiple providers>
Business's future direction Intend to expand enterprise in the future -0417 0.178 **

Special ward (23 wards of Tokyo) -0.233 0.378
Regional classification for Tokko-chi 0432 0.247 *
gté&%%sris of benefit calculation Ko-chi 0,041 0316

Otsu-chi -0.141 0.226
E Solidarity and participation 0.496 0.206 **

mployment management

initiatives <measures to prevent [Training-oriented workplaces 0.093 0.217
early resignation and promote Career development -0.591 0.207 ***
retention> Listening to worker opinions -0.165 0.157
Management of home care Home care .Workers report to the office at least once 053] 0.172 ***
workers’ operations every working day

Acceptance of trainees, etc. -0.035 0.158
Community cooperation Supporting and organizing mutual aid 0.257 0.154 *

Membership in the community 0.115 0.174
Cooperating and sharing know-how on human resources cultivation with other long-term 0135 0268
care providers in the community

Constant -1.704 0.257 ***
N 1,116
-2 log-likelihood 993.252
chi-square 86.057%**
Nagelkerke R2 square 0.120

Notes :1) Reference group is enclosed in < >.
2) *** indicates significance at the 1% level, ** at the 5% level, and * at the 10% level.

the other hand, large providersize, intent to expand
the enterprise in the future, and being located in a
Tokko-chi had a significant negative impact relative
to other options.

Part5 Conclusion

This chapter has focused on “difficulty in
recruiting workforce” , cited by approximately 70% of
providers as a reason for being understaffed, and
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aimed to elucidate the types of recruitment-related
initiatives that can be implemented on an enterprise
level to secure workforce. We begin with an overview
of the distribution of turnover rate by enterprise unit
and perceptions of workforce retention among home
care workers and care workers, as well as the status
of over- or understaffing and providers perceived
reasons for understaffing. This is followed by a
discussion of home care workers, perceived as being
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in the shortest supply among occupations, and the

characteristics of providers that are able to secure

home care workers of sufficient quality and number,
focusing on employment management initiatives and
enterprise management that is open to the local
community.

To summarize the points that have been clarified
in this chapter:

1. Distribution of turnover rate by enterprise unit:
Examination of the annual turnover rate for four
categories (home care workers who are regular
employees, home care workers who are non-
regular employees, care workers who are regular
employees, and care workers who are non-regular
employees) reveals that many providers have a
turnover rate of 0%, and those with 0% or less than
10% make up approximately 50% to 70% of the
total. At the same time, around 20% to 30% of
providers have turnover rates of 30% or higher.

2. Providers’ perceptions of workforce retention: The
majority of providers had turnover rates of less
than 10%, and this is consistent with the perception
of 70% of providers, that “The retention rate is not
low” . Only 14.5% of providers responded that the
“low retention rate is a source of problems”.
Meanwhile, around 10% of providers stated that
the retention rate was low, but did not perceive this
as a source of problems. These findings indicate
that providers’ perceptions of workforce retention
are shaped not by the turnover rate alone, but also
by other factors such as human resources strategy.

3. Overstaffing and understaffing: Overall, responses
regarding staffing were divided roughly half and
half between “Appropriate level” (46.1%) and
“Understaffed” (53.2%), but with regard to home
care workers in particular, over 70% considered
themselves understaffed (total of “Severely
understaffed”, “Understaffed”, and “Somewhat
understaffed”).

4. Reasons for workforce shortages at understaffed
providers: The most common response was
“Difficulty in recruiting workforce” cited by nearly
seven in ten providers (66.0%). Only about two in
ten respondents cited other reasons: “Want to
expand business, but cannot secure workforce”
(26.2%) and “High turnover rate” (19.8%).

5. Alleviation of perceived understaffing and

promotion of retention: Efforts to promote
workforce retention are consistently viewed as
being of great importance, contributing to
avoidance of unnecessary recruitment and playing
a significant role for providers, their employees,
and care recipients. However, it is only a minority
of providers where measures to prevent employee
resignation or termination are an effective means
of alleviating perceived understaffing, as the
majority of providers regard their turnover rates as
low.

. Characteristics of providers that are able to secure

home care workers of sufficient quality and
number: Many providers are understaffed due to
difficulties in recruiting workforce, and the
situation is particularly severe with regard to home
care workers. With this in mind, this study focused
on those providers that are successful in securing
home care workers of sufficient quality and
number. When these are compared with the whole
through cross tabulation, in terms of company or
enterprise attributes, there are relatively few
private-sector corporations, relatively many social
welfare providers, average length of time since the
enterprise was launched is one year longer, and in
terms of regional classification for purposes of
long-term care benefit calculation, relatively many
of the “other” classification.

Other characteristics of “successful” providers are

as follows:

1) Employment management initiatives: with
regard to both regular and non-regular
employees, these providers tend to have
extensive human resources cultivation
initiatives (self-evaluated in comparison to
competitors) compared to the entire survey
sample. Specifically, a high percentage
implemented company-wide partnerships
aimed at cultivating workforce (both regular
and non-regular), formulation of training plans,
designation of workforce in charge of training,
extensive training at time of hiring (the
preceding three applying to regular employees),
and providing employees with opportunities to
cultivate junior workforce. There is also a
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significant discrepancy in terms of management
of operations, with approximately half of
“successful” providers stating that they “Make
sure to have home care workers report to the
office at least once every working day” .

2) Community cooperation: There were a large
number of community cooperation initiatives
implemented by a significantly higher
percentage of “successful” providers, including
workplace visits, on-the-job training,
acceptance of volunteers, providers’
participation in local events such as festivals,
making providers facilities available to the
community, development of manuals and
procedures for partnering with other bodies to
provide support to care recipients, participation
in community networks that watch over and
ensure the safety of care recipients, convening
or playing a cooperative role in seminars or
classes related to subjects such as long-term
care and health, and cultivating and organizing
volunteers who provide day-to-day support to
care recipients or watch over them to ensure
their safety.

7. Decisive factors affecting whether or not providers
secure home care workers of sufficient number and
quality: A logistical analysis was performed, with
the explanatory variables being various variables
related to employment management and
community cooperation.

1) Employment management: Initiatives related to
solidarity and participation, such as
improvement and streamlining of work tasks,
etc. for more worker-friendly work
environments, initiatives to smooth out on-the-
job communication, providing opportunities for
management or administrators and employees
to share information on administrative and care
policies, and organization of work
environments, were found to have a positive
impact on recruiting ability. Having workers
stop by the office at least once per working day
also contributes to ease of hiring. Meanwhile,
career development initiatives including
implementation of wage structure concomitant
with career, evaluations of competence and job

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015

performance and reflections of these
evaluations in job treatment, and opportunities
for non-regular employees to transition to
regular, had a negative impact.

2) Community cooperation: Providing support for
and organizing mutual aid among members of
the community, through measures such as
convening and providing support for gatherings
of care workers, cultivating and organizing
volunteers who provide day-to-day assistance
and ensure the safety of care recipients,
convening or playing a cooperative role in
seminars or classes related to subjects such as
long-term care and health, and participation in
community networks that watch over and
ensure the safety of care recipients, was found
to have a positive impact.

Providers with an annual turnover rate of less than
10% make up approximately 50% to 70% of the total,
while around 20% to 30% of providers have high
turnover rates of 30% or above. For the majority of
providers, the reason for understaffing is difficulty in
recruiting workforce. The types of measures that
providers need to implement, particularly pertaining
to home care workers who are in particularly short
supply, are as follows:

Efforts that entail employee participation and
encourage stable interpersonal relationships and
improvements to work procedures and working
environment in the workplace, as well as boosting
team and workplace solidarity and seeking to alleviate
feelings of anxiety and isolation among home care
workers by encouraging them to stop by their
employers’ offices, are effective not only as a means
of preventing unnecessary hiring by encouraging
current home care workers to stay at their jobs, but
also as a means of recruiting, as home care workers
who find their jobs rewarding will spread the word to
others. The most important route to hiring of
workforce at providers dispatching home care
workers is “introduction by friends and
acquaintances’ . Creating appealing workplaces is an
effective means of boosting recruitment ability.

Efforts are underway to promote the development
of career advancement mechanisms at long-term care
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providers. There is no question that establishment of
career paths is important both to providers and to
workers. However, the analysis in this chapter found
that career development initiatives had a negative
impact on ability to secure home care workers of
sufficient number and quality, and Chapter 6 notes
that career development is not correlated with higher
levels of job satisfaction. Treatment of workers on the
basis of competency evaluations has been found to
elevate stress levels in previous studies, and as noted
in Section 6 of this study as well, development of
career within a single company, etc. cannot be said to
have a positive impact on job satisfaction or desire to
continue working. This should especially be noted by
providers aiming to expand career advancement
mechanisms so as to meet the career path criteria of
the Subsidy for Improvement of the Benefits of Care
Staff. It is important for providers, while utilizing
programs such as career rank programs for long-term
care professionals, to examine the nature of career
development at each enterprise based on dialogues
with employees, in coordination with efforts to make
competence evaluations more compatible with
workers’ expectations and boost the across-the-board
quality of long-term care services.

For providers engaged in business related to
insured long-term care to contribute human resources
and know-how to the community, and conduct their
business in a manner that is open to the community, is
an effective means of promoting community
understanding of the long-term care business and the
role of long-term care providers. In particular,
“mutual support among community residents and
support for formation of organizations”, which has
been shown to exert a positive impact on securing
human resources in terms of both quality and
quantity, is also widely seen by long-term care
providers as a contributor to the building of a
community-based integrated care system over time.

Sharing the discovery that working together with
the community may also have the effect of making
workforce recruitment easier, and amassing case
studies on diverse initiatives implemented in local
communities by long-term care providers (a topic
which has thus far received scant attention), can both
contribute to the effort to secure long-term care

workforce.
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Diverse Needs for Mature Adult Career

IV  Guidance in Japan— Focus on the Three
Topics of Segmentation, Delivery, and Cost

1. Awareness of the Issue

1) Current status of research on career guidance
for mature adults in Japan

In Japan, sufficient attention has not been paid to
the issue of career guidance for people in their 30s
and 40s. For the past approximately 20 years, since
the late 1990s, attention has been directed toward the
problem of insecure employment among young
people, including those categorized as “freeters”
(underemployed people working non-regular jobs)
and NEETs (Not in Education, Employment or
Training). For this reason, career guidance research in
Japan has been focused on this younger group, and
there is an extensive body of research on career
guidance for younger people but a dearth of studies
on career guidance for their mid-career counterparts.
The latter have been more or less ignored as a result
of concern for the younger generation.

This does not mean, however, that there is not a
considerable need for career guidance for mid-career
workers in Japan. This group is in the prime of their
working years, while at home they are having and
raising children and bearing a wide range of social
responsibilities. Due to these responsibilities, people
in this age group tend to be extremely busy and lack
the time to step back and consider their occupations
and career paths, as they are constantly striving just to
maintain their day-to-day lifestyles. They have long
been considered a group with relatively little need for
career guidance, but today, people in their 30s and 40s
do not necessarily fit the conventional picture of
steadily employed workers with families at home.

As Figures IV-1 to I'V-3 illustrate, unemployment
among this age group is on the rise. In fact, the labor
force participation rate is falling among men, while
among women it is increasing. In addition, the
percentage of people aged 30-49 who are married and
have children is gradually declining. These figures
indicate that the employment and household
paradigms for this age group are gradually shifting,

and it is no longer appropriate to view its members
simply as snowed under with work and household
duties. Rather, they should be viewed as a group with
increasingly diverse and fluid career paths.

The following three key points are evident from
Figures IV-1 to IV-3: (1) Among people in their 30s
and 40s, the unemployment rate is rising, the
percentage of people in this age group leaving jobs or
changing jobs is growing, and there is a need for
career guidance for people who are leaving or
changing jobs and for currently employed people
considering making these moves. (2) The labor force
participation rate among men is dropping, meaning
there is a growing need for career guidance for
unemployed men (those without occupations or who
have lost jobs). Meanwhile, the labor force
participation rate is rising among women, and there is
new demand for career guidance for working women

FigurelV-1 Unemployment Rate among
Employable People Aged

30-49

Unemployment rate by age group
(men and women combined)
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(both regular and non-regular employees). (3) When
considering career guidance for people in this age
group, family-related factors such as marital status
and family composition are of vital importance, but it
can no longer be taken for granted that today’s 30- to

49-year-olds are part of a family at all, and it is
necessary to consider the career guidance needs of
single, unconnected people in this age group.

The changes in the work and household
environments of people aged 30-49 over the past few

Figure IV-2 Labor Force Participation Rate (Left: Men, Right: Women)
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Figure V-3 Percentage of People Aged 30-49 Who Are Married (Left), Average Age of First

Marriage among Men and Women
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decades may have generated new, unrecognized
career guidance needs. For this study, a survey
focusing on this area was conducted. In particular, it
addressed the possibility that career guidance needs
for this age group have undergone a quiet shift that
went unnoticed, because the issue has been
overshadowed by employment issues facing younger
people. Shedding light on and examining this issue is
an important and meaningful task.

2) Comparison with career guidance for mid-
career individuals in Europe, etc.

Career guidance for people in their 30s and 40s is
an area of great concern outside Japan, as well, in
developed nations and particularly in Europe. Since
the 2000s, international organizations such as the
OECD, the EU, the ILO, and the World Bank have
released a large number of reports and other
publications on career guidance. These often note that
career guidance services in developed nations are
essentially directed only at unemployed persons and
offered through public employment agencies. As a
result, there have been calls to expand career
guidance services to meet the needs of employed
people, and to offer them at mature adult education
institutions and vocational training facilities (OECD,
2004).

In recent years, the OECD and EU have produced
a notable amount of literature on the connections
between lifelong learning/vocational training and
career guidance. This literature has a common thread.
First, it notes that developed nations are moving in
the direction of a global knowledge-based society.
This means that education in schools is insufficient,
and learning needs to be a lifelong process. In a
society built on lifelong learning, career guidance has
a crucial role to play. This argument is set forth in
much of the relevant literature.

For example, the OECD report The Relationship
of Career Guidance to VET (OECD, 2009) focuses
directly, as the title suggests, on the relationship of
career guidance to vocational education and training
("VET”"). The report states that for VET to be more
effective, career guidance needs to be incorporated
into VET programs. Another OECD report, Learning
for Jobs (OECD, 2010), dedicates a chapter to career

guidance, which notes that “in the field of VET the
expectation that initial vocational training would
prepare students for one occupation for their entire
working life has increasingly been replaced by a
sequence of complex choices and changes over a
lifetime of learning and work™ (p.77). As a result,
“career choices, and thus career guidance, are
becoming both more important and more demanding”
(p-77).

Meanwhile, the CEDEFOP (European Centre for
the Development of Vocational Training) report
Guidance Policies in the Knowledge Society
(2011) points out that career guidance is “one of the
key components of national strategies of
implementing lifelong learning policies” (p.13). An
earlier CEDEFOP report, Professionalising Career
Guidance: Practitioner Competences and
Qualification Routes in Europe (CEDEFOP,
2009), also suggests that it is necessary to boost the
professional qualifications of staff engaged in career
guidance.

All of these publications discuss the relationships
between lifelong learning and vocational training, and
labor, jobs and occupations. It is evident that
especially in Europe, career guidance research is
broadening its scope to address lifelong learning,
vocational training, and career guidance for mid-
career people around 30-49 years of age.

This paper takes the above-described overseas
research trends into account in considering mature
adult career guidance issues in Japan. In particular,
the trend toward examining lifelong learning and
vocational training for people in their 30s and 40s
from the vantage point of career guidance is an
extremely significant and advantageous one.

3) Addressing new career guidance needs arising
from changes in the environment of mid-career
individuals in Japan
This paper focuses in particular on the three topics

of segmentation, delivery, and cost, discussed in

European career guidance research (OECD, 2004;

CEDEFOP, 2011). Specifically, these topics raise the

questions: How should career guidance recipients be

segmented (i.e. classified)? How should career
guidance be delivered? How much of the cost of
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career guidance can be borne by the recipients? All of
these questions go beyond the scope of the content of
career guidance, and address logistical issues related
to career guidance programs and their administration.

In the past, discussions on career guidance have
generally focused on the content of career guidance
itself: what manner of information should be
delivered, what sort of testing should be administered,
and what sort of counseling should be provided.
However, simply discussing career guidance in
general terms, without raising the question of who its
recipients are, and how to deliver it, results in
insufficiently effective guidance.

When delivering career guidance, it is necessary
to recognize the characteristics of recipients that
require particularly extensive services. It is also
necessary to identify recipients that require only
simple and speedy services such as provision of
information. This is why segmentation (the question
of “How should career guidance recipients be
segmented (i.e. classified)?” is one of the areas of
focus in this paper.

There has also been a tendency to neglect the
question of how career guidance services should be
delivered, due to an excessively blinkered focus on
the content of guidance. As long as career guidance is
a person-to-person service, the questions of where it
is delivered, in what time frame, by whom, and in
what manner, remain important ones. With this in
mind, this paper focuses as well on delivery (“How
should career guidance be delivered?”)

The fact that segmentation and delivery are critical
issues when examining career guidance is related to
the issue of cost. Currently, in all countries, career
guidance is covered by public funds, largely coming
out of national budgets. However, all countries are
facing financial difficulties, and there are stark
restrictions on the funding available for career
guidance. Under these circumstances, attempting to
envision the future of career guidance without taking
cost into account is an empty exercise. When
addressing this issue, we are faced with the question
of what sort of “price tag is affixed to career
guidance. This paper approaches this question by
surveying mature adults from the general public and
asking how much they would be willing or able to
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pay for career guidance. The paper focuses on the
question "How much of the cost of career guidance
can be borne by the recipients?” for the foregoing
reasons.

As described above, this paper examines career
guidance for mature adults in Japan with a focus on
the three areas of segmentation, delivery, and cost,
and seeks to offer insights into the future of career
guidance for mature adults in Japan.

2. Survey

For this paper, a survey was conducted on the
kinds of career guidance needs that regular
employees, non-regular employees, unemployed
individuals, job seekers, and full-time homemakers
aged 30-49 have. By taking into account relationships
between career guidance needs and current
employment status, career thus far, and psychological
traits, the survey aimed to amass materials that could
point the way to the future path of career guidance for
mature adults in Japan.

The survey was conducted in March 2011. A
survey form was distributed by post to monitors
through a research firm, with the survey target being
4,000 members of the general public in their 30s and
40s. These were divided into four cells (aged 30-39
and aged 40-49, male and female) with 1,000
respondents in each cell. The respondents in each cell
were broken down as follows, based on percentages
in official Japanese statistics.

* Men aged 30-39 1,000 people (90% regular
employees, 10% non-regular employees,
unemployed, job seekers, and others)

* Men aged 40-49 1,000 people (90% regular
employees, 10% non-regular employees,
unemployed, job seekers, and others)

* Women aged 30-39 1,000 people (40%
regular employees, 20% non-regular
employees, 30% full-time homemakers, 10%
unemployed, job seekers, and others)

* Women aged 40-49 1,000 people (40%
regular employees, 20% non-regular
employees, 30% full-time homemakers, 10%
unemployed, job seekers, and others)
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In sampling, deviations from the above industry and job category, number of employees

percentages were limited to a few percent, and care in establishment of employment, etc.

was taken to ensure that there was no drastic Current attitudes

weighting toward certain educational backgrounds or Crisis mentality with regard to working life
occupations. The survey items were divided into five (free answer), attribute scale, lifestyle goals,

sections: ‘Basic attributes” “Occupation and self-esteem scale, depression scale, etc.

background since graduating from school (career)” Occupational and career-related support (career

“Current occupation” “Current attitudes” and guidance needs)
“Occupational and career-related support (career When career support is wanted, how much
guidance needs) . The main question items in each support is needed
section were as follows: Perception of type and severity of problems in
* Basic attributes occupation/career
Gender, age, marital status, etc. What sort of support or assistance is needed in

* Occupation and background since graduating occupation or career

from school (career)

Educational background, academic
performance, success or failure in job seeking,
etc.

Length of experience as a regular and/or non-

Money and time spent on career guidance
What sort of career support is desired
(environment, medium, staff, etc.)

Needs for occupational or career information
and medium of delivery

regular employee, length of periods of
As shown in Table IV-4, in the 30-34 and 40-44
age brackets the percentage of women was higher, but

unemployment, length of experience as full-
time homemaker, experience with changing
jobs, etc. overall the gender breakdown is close to 50-50.
* Current occupation

Annual income, current position or status,

Table IV-4 Age Group and Gender Breakdown of Respondents to the Survey

Age 30-34 Age 35-39 Age 40-44 Age 45-49 Total
M 332 671 479 512 1994
en
43.9% 51.3% 45.7% 51.6% 48.6%
425 636 570 481 2112
Women
56.1% 48.7% 54.3% 48.4% 51.4%
Total 757 1307 1049 993 4106
100.0% 100.0% 100.0% 100.0% 100.0%
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3. Segmentation: How to Classify Recipients
of Mature-adult-oriented Career
Guidance in Japan

The segmentation of career guidance recipients is
closely tied to cost issues. When formulating career
guidance programs, the most effective approach to
use is one-to-one, individualized support services
such as counseling. This is because individualized
support services can meet the specific and unique
needs of recipients in a manner that uniform, by-the-
book career guidance services cannot. However,
individualized support services have a major problem,
namely its “labor-intensive nature” (OECD, 2004),
i.e. the need for a single supporter for every support
recipient. This makes it an extremely costly approach.

For this reason it is crucial to identify on which
recipients the most effective, but also the most costly,
individualized counseling services should be
concentrated. This leads into a discussion on how to

divide career guidance recipients into segments and
deliver appropriate services to each.

Conventionally, recipients of career guidance for
mature adults in Japan have been segmented by
gender and age group: women, university graduates,
young people, middle-aged and elderly people, etc.
Today, however, there are career guidance recipients
with all kinds of working styles. Moving forward, it
will be essential to segment this diverse group of
recipients appropriately in light of the degree of
urgency of their need for career guidance. In
particular, there is a need to clarify the career
guidance needs of potential recipients who have not
been given due attention thus far, including non-
regular employees, homemakers, and unemployed
individuals.

1) Categories that perceive particularly severe
occupational or career problems
What categories of potential guidance recipients

Figure IV-5 Percentages of People Perceiving Occupational or Career Problems, by Junior
High School Academic Performance (Left) and Educational Background (Right)
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Figure IV-6 Percentages of People Perceiving Occupational or Career Problems, by Status/
Outcome of Job-Seeking Activities Accompanying Graduation (Left) and
Status Immediately Following Graduation (Right)
(%) (%)
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perceive particularly severe occupational or career
problems? In response to the survey question “To
what degree do you perceive problems with your
occupation or career?” , the percentage of those who
“perceive severe problems” was extraordinary high
in certain categories, for example subjects responding
that their junior high school academic performance
was near the bottom of the class” (24.1%), and
people whose highest level of education was “junior
college or technical college (withdrew)  (22.5%)
(Figure IV-5).

Other categories perceiving “very severe
problems” were people whose job-seeking activities
accompanying graduation ended in “not being hired”
(25.6%), while 20.2% and 21.7% respectively of
those who were “non-regular employees” or
“unemployed” immediately following graduation
“perceive severe problems” (Figure 1V-6). Many
years later, the careers of people in their 30s and 40s
were impacted by factors in the transition from school

to work such as their academic performance in junior
high school, their educational background, their job-
seeking activities accompanying graduation, and their
status immediately after graduation.

With regard to post-graduation career, as well,
there are categories of respondents that stood out as
perceiving “very severe problems” with their
occupations or careers. As shown in Figure IV-7,
people who have experienced periods of
unemployment or have changed jobs a large number
of times perceived problems with their careers at rates
of 21.2% and 26.7% respectively.

When broken down by income, as shown in
Figure I'V-8, high percentages of people whose annual
individual income was “between 1 million and 2
million yen”, or whose annual household income was
“zero”, “between zero and 1 million yen”, or

“between 1 million and 2 million yen” responded
that they “perceive severe problems’ .
As shown in Figure IV-9, for the survey item
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Figure IV-7 Percentages of People Perceiving Occupational or Career Problems, by Experience
of Periods of Unemployment (Left) and Number of Times Changing Jobs (Right)

25 (%)

20

15

21.2
; .

No experience Have experience

30 (%)

4t06 7 or
more

25

20

15
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asking who was the breadwinner in the household,
people who responded “primarily my parents’ had
the highest percentages of “perceiving very severe
problems”. When formulating career guidance
programs for people in their 30s and 40s, it should be
kept in mind that people whose parents are the
primary breadwinners have particularly urgent needs.

As shown in Figure IV-10, with regard to
employment status, those most likely to perceive
severe problems with their occupation or career were
people who are currently unemployed and seeking
work. Over half of these, 55.4%, “perceive severe
problems” . This response was also given by 29.4% of
people who are unemployed and not seeking work,
and 23.9% of contract employees, etc.

To summarize the above findings, the categories
of respondents who most often perceived problems
with their occupation or career were (1) people whose
junior high school academic performance was near
the bottom of the class (2) people who withdrew from

Figure IV-9 Percentages of People

Perceiving Occupational or
Career Problems, by Primary
Household Breadwinner

30(%)

25

20

15

10

5

0

26.4

12.1
l 8.4 ]

Primarily Primarily Self and Primarily
self spouse spouse, around parents
half and half
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junior college or technical college (3) people who
engaged in job-seeking activities at graduation but
were not hired (4) people who were non-regular
employees or unemployed immediately after
graduation (5) people who had experienced periods of
unemployment or had changed jobs many times (6)
people whose annual individual income was between
1 and 2 million yen or whose annual household
income was under 2 million yen (7) people whose
parents were the primary breadwinners in the
household, and (8) people who were unemployed,
seeking work, or contract employees, etc.

2) Methods of classifying target group aged 30-49

The attributes we have examined thus far have
strong reciprocal correlations with one another. With
this in mind, the attributes of survey respondents were
replaced with dummy variables, the outcome overlaid
with degree of severity of perceived occupational or
career problems and plotted in two dimensions for a
correspondence analysis.

The findings are shown in Table I'V-11. This table
contains figures on one axis, showing degree of
severity of perceived occupational or career problems,
and on another axis interpreted as a binary choice of
regular or non-regular employee. The table indicates
that respondents can be classified into the
representative categories of (1) regular employees
who “do not particularly perceive problems” (top
left), (2) full-time homemakers who “do not perceive
any problems” (bottom left), (3) unemployed
individuals who “perceive severe problems” (top
right), and (4) non-regular employees who “perceive
problems to some degree” (bottom right).

(1) Regular employees who “do not particularly
perceive problems” are from double-income
households with high annual income, and have been
regular employees of large companies for an extended
period of time. Regardless of gender, they are a
relatively privileged group in terms of career.

(2) Among full-time homemakers who responded
that they “do not perceive any problems” or “cannot
say either way  , many may actually not perceive any
problems, it cannot be said with certainty that no
problems whatsoever exist. Moving forward, it is

m Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015

necessary to carefully consider latent career guidance
needs that may exist beneath the surface, primarily
among full-time homemakers.

(3) In addition to lack of employment, many
unemployed individuals who “perceive severe
problems” are characterized by primary dependence
on parents, numerous changes of employer, lack of
success with job-seeking at the time of graduation,
and low household income. It is consistent with
findings thus far that this group perceives the most
severe problems.

(4) Non-regular employees who “perceive
problems to some degree” are a group that merits
closer attention as people in their 30s and 40s facing
career problems. They tend to lack spouses or
children, and to have changed jobs many times in the
past. They also have a tendency to be employed at
relatively small establishments.

These outcomes further clarify the stark contrast
between male university-graduate full-time
employees of major companies and full-time
homemakers who do not particularly perceive
problems, and unemployed individuals or non-regular
employees who perceive severe problems. We can
interpret it as a contrast between the conventional,
traditional mid-career picture of a male regular
employee and a full-time homemaker, and the
unemployed or non-regularly employed mid-career
individuals that have become increasingly common
over the past 10 to 20 years. It is the latter that should
be focused on as we consider career guidance in
Japan in the future.
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Table IV-11 Results of Correspondence Analysis of Survey Respondent Attributes and
Severity of Perceived Occupational or Career Problems

Annual household income ¥10 million or above 0.83 -0.14 Current status: Unemployed, etc. -269 0.56
Annual household income between ¥8 and ¥10 million 0.52 -0.15 Primary breadwinner: Parents -1.31 014
Primary breadwinner: Self and spouse, around half and half  0.40 -0.44 Have changed jobs 7 times or more -1.21 080
Size of establishment: 1,000 employees or more 0.37 -0.50 At time of graduation, sought job but was not hired -120 0.38
Do not particularly perceive problems 033 -0.33 Annual household income between ¥0 and ¥4 million -1.07  0.07
Number of years working as regular employee: 21 years ormore  0.33  -0.29 Current status: Full-time homemaker / Unemployed (seeking work) -1.06  0.86
Annual household income between ¥6 and ¥8 million 029 -0.07 Have experienced unemployment -0.87 0.03
No experience of working as non-regular employee 0.22 -0.05 Perceive severe problems -0.82  0.09
Current status: Regular employee 0.18 -0.42 Upon graduating, did not work for a period of time -0.79 037
Worked as regular employee immediately after graduation ~ 0.14 -0.01 Upon graduating, worked as a non-regular employee or non-regular civil sevant - -0.75  0.10
Average number of work hours per week: 40 to 50 hours 0.13 -043 Have withdrawn from school in the past -065 084
Number of years working as regular employee: 10-20 years  0.12 -0.19 4 or more years' experience working as non-regular employee -0.57  0.08
Average number of work hours per week: less than 40 hours  0.11 -0.33 Academic performance in junior high school: Near the bottom of the class  -0.32  0.52
Average number of work hours per week: 40 hours 0.06 -0.16 Less than 10 years' experience working as a regular employee -0.25 0.32
Academic background: University graduate 0.01 -0.21 At time of graduation, did not seek employment -0.19  0.25
Perception of career: Perform a wide range of jobs in a specificfield  0.00 -0.17 Have changed jobs twice -0.16  0.07
Perception of career: Perform a specific job in a wide range of fields  -0.16  0.27
Current status: Full-time homemaker 069 136 Live in urban area -0.06 0.04
Upon graduating, hired by first-choice employer 045 0.08 Age: 35-39 -0.05 0.07
Do not perceive problems at all 042 042
Married 039 0.1 Unmarried -0.79 -0.13
Primary breadwinner: Spouse 039 052 Have changed jobs 4-6 times -0.61 -0.14
Have never changed jobs 038 0.11 Current status: Non-regular employee -0.50 -0.07
Current status: Self-employed / Family business 037 038 Have changed jobs 3 times -044 -0.35
Have children 034 0.12 Do not have children -041 -0.09
Perception of career: Perform a specific job in a specific field 034 0.12 Perception of career: Perform a wide range of jobs in a wide range of fields  -0.39  -0.02
Have experience as a homemaker 020 061 Size of establishment: 100 employees or less -0.28 -0.34
Age: 45-49 0.18 0.03 Upon graduating, hired by employer other than first choice -025 -0.13
No experience of unemployment 0.17 0.02 Age: 30-34 -024 -0.10
Cannot say either way 0.16 0.27 Perceive problems to some degree -0.12 -0.15
Have changed jobs once 0.15 0.03 Size of establishment: 1,000 or fewer employees -0.11 -0.40
Academic performance in junior high school: Around the middle of the class ~ 0.08  0.23 Gender: Male -0.09 -0.23
Live in non-urban area 0.08 0.00 No experience as a homemaker -0.09 -0.20
Gender: Female 0.07 0.26 Size of establishment: 300 or fewer employees -0.05 -043
Annual household income: ¥4 to ¥6 million 0.06 0.03 Primary breadwinner: Self -0.04 -0.24
1 to 3 years' experience of working as non-regular employee 0.06 0.16 Average number of work hours per week: 50 hours or more -0.01 -0.19
Academic background: Junior or technical college graduate  0.03  0.31 Academic performance in junior high school: Near the top of the class  -0.01 -0.16
Size of establishment: 29 or fewer employees 003 021 *Results of correspondence analysis, arranged in order of size of value on first
Academic background: High school graduate 0.03 0.06 axis. First axis = degree to which occupational or career problems are
Age: 40-44 003 006 perceived, Second axis = Regular employee vs. Non-regular employee axis.
4. Delivery: How Career Guidance Should guidance information and tools, such as what kind of
Be Delivered to Mature Adults in Japan job information should be provided and what sort of
vocational interest tests should be performed.
In the past, discussions of career guidance have Recently, however, while not disregarding the content
primarily focused on the content of career guidance. of career guidance completely, discussions have
Frequently covered topics have been related to career increasingly focused on the means of delivery.
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This paper also examines career guidance for
mature adults in light of these recent trends. With
regard to the medium of delivery in particular, until
now services have generally been provided by public
vocational service institutions or via the Internet, but
with regard to the future of career guidance it is
necessary to consider other channels for delivery.
These could include public occupational competency
development facilities, schools, private-sector
companies, and NPOs, as well as technologies and
media such as telephone and e-mail. In particular,
attention should be focused on means of delivering
guidance to people in remote locations and steps to
address disparities in access to information.

1) Content and delivery of career guidance

For this study, people were surveyed to determine
what kind of career guidance services they would like
and how they would like them delivered. The results
are shown in Figure IV-12 as responses to the
question “If you were able to utilize occupation- or
career-related support or services, how would you do
s0?” As the figure shows, the most common response
was 1 would like to obtain a wide range of
information via the Internet”, followed by ‘T would

like to take vocational aptitude tests, etc. via the
Internet” and ‘T would like to attend free career-
related seminars or classes’ . It is evident that the
Internet is the most favored medium of delivery, and
information and tests are the most favored form of
content.

However, it was inferred that correlations between
career guidance delivery and content preferences
exist, and for this reason a cluster analysis was
performed. In a cluster analysis, items that are
positioned close together (clustered) are basically
interpreted as being strongly correlated with one
another. It is also possible to obtain information on
the hierarchy of correlations among items. In Figure
IV-13, items are broadly separated into counseling
and seminar type services (upper half) and
information and testing type services (lower half).
These findings suggest that survey respondents
mentally divide career guidance services into two
categories: (1) Free or paid seminars or counseling
from specialists via e-mail or telephone, and (2)
information collected via the Internet and testing
services provided over the Internet or by specialized
institutions.

Close examination of the figure reveals that

Figure IV-12 Responses to the Question “If You Were Able to Utilize Occupation- or Career-
related Support or Services, How Would You Do So?”

I would like to obtain a wide range of information via the Internet
I would like to take vocational aptitude tests, etc. via the Internet

I would like to attend free career-related seminars or classes

I would like to take vocational aptitude tests, etc. at a specialized
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I would like to meet a career specialist in person and undergo
occupational or career counseling

I would like to receive occupational or career counseling from
someone via e-mail

I would like to receive occupational or career counseling from
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counseling via e-mail or telephone and paid seminars
are closely related to one another. A separate close
relation exists between free seminars and counseling
from specialists. These connections can be interpreted
from various angles, but the picture that emerges is of
a combination of (1) paid seminars offered by private-
sector companies for a fee and follow-up e-mail or
telephone counseling thereafter, or (2) free seminars
offered by public institutions and specialized
counseling.

2) Various conditions applying to career guidance

delivery

A further analysis of career guidance delivery
from a different angle was performed. Figure IV-14
shows responses to the question, “If you were to
receive support or guidance with your occupation or
career, what form would this take?” As the figure
shows, the most common response was I would like
to obtain occupational or career information”,
followed by I would like to undergo examinations or
testing to assess my suitability, interests and values”
and T would like to have consultations or counseling
about my worries and concerns” . Roughly, the order
of preference for many respondents was ~Information
> Testing > Counseling > Seminars .

Figure IV-13 Results of Cluster Analysis of Types of Support and Services Respondents

Prefer to Utilize

Counseling via e-mail

Counseling by phone

Attend paid seminars

Counseling from
specialist in person

Attend free seminars
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Figure IV-14 Types of Occupational or Career Support Respondents Would Prefer to Have

o

I would like to obtain occupational or career information

I would like to undergo examinations or testing to assess
my suitability, interests and values

I would like to have consultations or counseling
about my worries and concerns

I would like to attend seminars or receive guidance
on my occupation or career

question about what conditions recipients would like
to receive four types of support under.

* Location: Regardless of the type of support or
assistance, at the Employment Security
Bureau” (nicknamed “Hello Work™ in Japan)
was a common one. However, “at home” was
also a common response when the type of
support was obtaining occupation or career-
related information  (hereinafter,
“information”) or “undergoing testing or
screening” (hereinafter, “testing” ). Meanwhile,
for the item “receiving consultations or
counseling” (hereinafter, “consultations”) and
“attending seminars or guidance sessions’
(hereinafter, “seminars’) many people
responded, “in a convenient place such as near
a train station” . It appears that as a rule people
want to receive career guidance services at the
Employment Security Bureau, but when it
comes to information and testing the home is
also favored, while convenient locations such
as near train stations are favored for seminars.

Length of time: The most common response
was 30 minutes to one hour’, but for
“information”, “testing” “consultations” there
were also many people responding “15 to 30

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015

The next table, Table IV-15, shows responses to a

10
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minutes” , and for “consultations”, “about one
hour” was also a common response, and for
“seminars”, “One to two hours or so  was also
common. It is evident that people favor shorter
times for obtaining information and undergoing
testing, notably 30 minutes to one hour, while
they are willing to spend longer times for
consultations and seminars.

Number of times: The most common responses
were Only once  and "No particular
preference” .

Number of participants: The vast majority
responded “One (myself)”. However, in the
area of seminars, respondents expressed an
interest in “In a group of six to ten people” .
From whom: Many people responded “From
counselors, etc. at a public institution” or
“From Employment Security Center staff . It is
evident that there are strong needs for services
offered through public institutions including
“Hello Work” . However, to some degree there
are also needs for “Counselors at private-sector
companies’, particularly in the area of
seminars, consultations, and testing.
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Table IV-15 Differences in Desired Conditions for Career Guidance Services, by Type of Service

(%)
I would like toobtain | would liketo | would like to have | would like to
occupational or career undergo consultations or  attend seminars or
information examinations or counseling receive guidance Total
(Information) testing (Testing) (Counseling) (Seminars)
N=1772 N=1281 N=578 N=303
Location
At the Employment Security Bureau ("Hello Work") 29.1 217 221 17.0 247
At a career support institution 9.0 58 13.2 7.4 8.5
At a vocational training institution or facility 6.4 10.7 9.0 15.2 8.9
At a university, junior college, technical college, etc. 1.6 1.0 0.6 4.6 1.5
At a "culture center," etc. 3.1 7.5 7.7 14.2 6.1
At a specialized private-sector company 8.8 8.4 9.4 10.6 8.9
At my employer 49 6.0 6.8 9.2 5.9
At home 225 242 8.8 39 19.6
In a convenient place such as near a train station 12.7 135 20.2 174 145
Other 1.8 13 22 0.4 1.6
Length of time
15 min. or less 137 11.5 6.4 53 1n3
15-30 min. 21.1 220 18.0 10.6 20.1
30-60 min. 399 424 43.9 41.1 414
About 1 hr. 12.7 13.0 18.0 17.5 13.9
1-2 hrs. 6.4 7.5 7.8 17.9 79
2 hrs. or more 0.5 0.2 0.5 0.7 0.4
No particular preference 5.7 35 54 7.0 5.0
Time of day
Early morning 0.6 0.3 0.5 0.0 0.5
Morning 22.6 24.7 27.9 29.3 24.6
Afternoon 133 13.2 17.7 17.7 14.2
Late afternoon or evening 11.5 9.8 14.8 17.3 1.9
Want to utilize small amounts of free time 13 1.6 1.9 2.0 1.6
Want to utilize services where time is not a factor 30.8 31.1 15.2 10.7 27.0
No particular preference 19.8 19.3 21.9 23.0 20.2
No. of times
Only once 26.3 409 25.6 28.8 311
Several consecutive days 5.1 46 438 7.6 5.1
Several times per week 6.1 4.1 45 2.6 49
Once a week for 4 weeks or so 129 11.0 13.5 16.2 12.7
Once a week for 2 or 3 months 7.7 6.3 7.1 109 74
Once a month for 2 or 3 months 7.3 7.5 9.3 12.3 8.0
Once a month for 6 months or so 2.8 24 59 43 33
Other 0.2 0.1 0.5 0.0 0.2
No particular preference 31.6 23.0 28.7 17.2 27.3
No. of participants
One (myself) 80.4 77.0 884 409 774
Group of 2-3 people 6.8 7.7 6.6 5.6 7.0
Group of 4-5 people 5.1 8.0 33 15.8 6.6
Group of 6-10 people 3.8 35 0.3 17.5 43
Group of 11-20 people 2.0 17 1.0 8.9 23
Large group of 21 or more people 1.8 2.0 0.3 11.2 24
From whom
Employment Security Center staff 21.0 13.0 1.3 10.6 16.2
Counselors, etc. at a public institution 25.7 38.0 40.5 313 323
Staff other than counselors at a public institution 9.7 104 1.3 123 104
Counselors at a private-sector company 20.7 23.0 25.7 313 23.0
In-house counselors at my employer 0.6 0.8 0.9 0.4 0.7
Friends and acquaintances 15 0.6 0.4 0.7 1.0
Online acquaintances, etc. 1.7 0.7 0.9 2.1 13
People | do not know 29 3.8 33 35 33
By myself 11.5 8.0 1.5 1.1 8.1
Other 1.2 0.6 1.1 1.8 1.0

*For each item, the two most common responses are shaded.
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5. Cost: How Much Are Recipients Willing or
Able to Pay for Career Guidance in Japan?

Recent career guidance research has discussed
cost issues and how career guidance can be delivered
through the market, because in all developed
countries, there is a perceived need to lessen the
strain career guidance programs place on public
coffers. Out of this has come the concept of recipients
funding their own career guidance, at least when their
income is above a certain level, and mechanisms of
this sort are being explored.

However, discussions of this sort must start with
the important prerequisite of people’s ability to pay
for career guidance services. The thorniest part of this
discussion is the difficulty of determining exactly
what is a fair price for career guidance services, and
with this in mind, this study asked respondents how
much they would be willing or able to pay for career
guidance, so as to provide hints on the way forward.

With the above concerns in mind, this survey
posed three questions about the expense and time
consumed by career guidance services: “(1) If you
were to receive one-to-one counseling or guidance

regarding your occupation or career, how much
money and time would you be willing to spend for
one session?” “(2) If you were to receive aptitude or
competency testing regarding your occupation or
career, how much money and time would you be
willing to spend for one test?” “(3) How much money
or time would you be willing to spend on obtaining
information regarding your occupation or career?”

1) General tendencies related to the cost of career
guidance services

Figure IV-16 shows the average amounts people
are able to spend on career guidance services. The
highest amount was for counseling and consultations
at 2,067 yen, followed by information at 1,447 yen
and testing at 1,275 yen. The order was the same with
regard to time, with people willing to spend the
longest on counseling at 48.7 minutes, followed by
information at 44.9 minutes and testing at 39.9
minutes.

Based on these findings, if the amount people are
willing or able to pay for counseling or consultations
is calculated at a per-minute rate it comes to 42 yen/
minute, followed by information at 32 yen/minute and

FigurelV-16 Amount of Money (Left) and Time (Right) People Can Spend on Career

Guidance Services
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testing also at 32 yen/minute. Here again counseling
or consultations is shown to be the type of guidance
people are most willing to pay for. We may infer that
respondents viewed consultations or counseling as
more specialized services than information or testing.

Here we should note that the average response to
the survey question on counseling fees, approximately
2,000 yen, is extremely low compared to the actual
cost of paid career counseling in Japan today. Figure
IV-17 plots 50 pieces of data on the length of sessions
and fees charged by career counselors in Japan who
post their fees on the Internet. Data is clustered in the
50-60 minute range (average length of time 68.6
minutes), and between 5,000 and 10,000 yen (average
8,409 yen). This is extremely far removed from the
fees respondents to this survey had in mind.

These findings indicate that if career guidance is
offered as a paid service on the open market, there is a
need for some kind of financial assistance to help fill
the gulf between what people say they are willing or
able to pay, around 2,000 yen per session, and what
the service actually costs on average, about 8,500 yen.

A great many respondents, however, seem to have
the opinion that career guidance should as a rule be
free. As shown in Figure IV-18, the responses
regarding amounts people say they can pay are

distributed widely, but peak in the 0 to 1,000 yen
range. The widespread and deep-rooted perception
that career guidance should be available free of
charge appears to be a major stumbling block to the

FigureIV-17 Plot Chart of Japanese
Career Counselors’ Standard
Session Lengths and Fees
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success of a model in which career guidance costs are
borne by recipients.

2) Characteristics of individual attributes
pertaining to amount people say they can
pay for career guidance services
Next, this study examined correlations between

individual attributes and amounts people say they can

pay for career guidance services. As common
tendencies are seen for “consultations”, “testing”, and

“information”, here we will focus on the amounts

people say they can pay for consultations in particular.
Table IV-19 shows the 20 individual attributes

most positively correlated with being willing or able
to pay for consultations, and the 20 most negatively
correlated. The 20 most positively correlated include
higher annual individual or household income;
current status as a regular employee; either self or
spouse being the primary breadwinner; male gender,
and university graduate status. Many people with

these attributes have the wherewithal to spend freely
on career guidance. Conversely, the 20 most
negatively correlated include lower annual individual
or household income; large number of changes of
employer in the past; currently seeking a job,
unemployed, an non-regular employee, or a full-time
homemaker; and spouse being the primary
breadwinner. Many people with these attributes lack
the wherewithal to spend freely on career guidance.
Table IV-20 shows the results of a stepwise
multiple regression analysis performed in order to
determine which factors among those shown in Table
IV-19 had the greatest impact on the amounts people
are willing or able to pay for career guidance services.
If all factors are included in the analysis, for
consultations, testing, and information alike, the only
factors with any significant impact were “annual
individual income” and “annual household income” .
Even if these two are removed from the scope of the
analysis, the factors that exert the greatest influence

Table IV-19 20 Individual Attributes Most Positively Correlated/ 20 Most Negatively Correlated
with Being Willing or Able to Pay for Career Guidance Services (Consultations)

Amount
Individual attributes willing or able
(20 most positively correlated) to pay for
consultations

Annual individual income ¥12 million or more ¥4,509
Annual household income ¥12 million or more ¥3,302
Annual individual income ¥10-12 million ¥3,299
Annual individual income ¥8-10 million ¥3,226
Annual individual income ¥6-8 million ¥2,856
Annual household income ¥10-12 million ¥2,811
Length of service as regular employee: 21 years ormore ~ ¥2,627
Annual household income ¥8-10 million ¥2,555
Annual individual income ¥4-6 million ¥2,535
Primary breadwinner: Self and spouse, around halfand half ~ ¥2,506
Current status: Regular employee ¥2,490
Gender: Male ¥2,467
Career thus far: A wide range of jobs in a specific field ¥2,417
Academic background: University or graduate school graduate ¥2,413
No experience as non-regular employee ¥2,403
Primary breadwinner: Self ¥2,374
Academic performance in junior high school: Near the top of the class ~ ¥2,341
Have never changed jobs ¥2,328
No experience as full-time homemaker ¥2,308
Age: 45-49 ¥2,275

Amount
Individual attributes willing or able
(20 most negatively correlated) to pay for
consultations

Annual household income ¥0-2 million ¥1,051
Have changed jobs 7 or more times ¥1,170
Current status: Seeking employment ¥1,204
Annual individual income ¥0 ¥1,305
Annual household income ¥0 ¥1,416
Current status: Non-regular employee ¥1,418
Have experience as full-time homemaker ¥1,423
Current status: Unemployed ¥1,435
Current status: Full-time homemaker ¥1,440
Annual household income ¥2-4 million ¥1,445
Annual individual income ¥0-2 million ¥1,453
Primary breadwinner: Spouse ¥1,549
Have changed jobs 4-6 times ¥1,572
10 or more years' experience as non-regular employee ¥1,582
Bottom half of the class ¥1,641
Vocational school, etc. ¥1,663
Career thus far: A wide range of jobs in a wide range of fields ¥1,667
Status immediately after graduation: Non-regular employee, etc. ~ ¥1,668
1-3 years' experience as non-regular employee ¥1,683
Up to 10 years' experience as regular employee ¥1,684

m Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015



Diverse Needs for Mature Adult Career Guidance in Japan— Focus on the Three Topics of Segmentation, Delivery, and Cost

Table IV-20 Factors That Most Influence the Ability to Pay for Career Guidance Services
(Results of Stepwise Multiple Regression Analysis)

Consultations Testing Information
B sig. B sig. B sig.
Current status: Self-employed 056 **
Current status: Unemployed, etc. 056 **
Annual individual income 213%* 170%** 138
Annual household income 105 ** 103 ** 069 **
R’ 077 % 049 ** 029**
(Results excluding annual individual and household income) Consultaiuons Test|n.g Informatﬂon
B sig. B sig. B sig.
Gender (1=Men. 2=Women) -.060 **
Currently live in urban area 049 **
Academic background: University or graduate school graduate 081 ** 069 ** 064 **
Number of years working as regular employee: 067 ** 075 ** 053 **
No. of times changing jobs -.057 ** -.065 **
Career thus far: A wide range of jobs in a specific field 043 **
Current status: Regular employee 128** 074**
Current status: Self-employed 052 **

R’ 053 ** .035** 029**
are those that imply higher income and ability to Figure IV-21 Amount People Say They
spend freely on career guidance services, such as Can Pay for Career Guidance
regular employees status, long period of experience Services, by Degree of
as a regular employee, and university graduate status. Satisfaction with Career Thus

These results indicate that those capable of Far
spending the most on career guidance are precisely
those that least need it, namely male, university- (yen)
graduate regular employees with high annual 2600
individual and household income, while those most in 2,400 ~#=Consultations
need of career guidance (job seekers, the unemployed, 5200 Testing
non-regular employees, full-time homemakers) are ’ Information
paradoxically those least capable of paying for it. 2,000
It follows that those least satisfied with their 1,800
careers thus far are also least capable of paying for 1600
career guidance, as illustrated by Figure IV-21. This
further validates one of the key points that emerged 1,400
from this study, namely that one reason attempts to 1,200
have career guidance recipients shoulder the cost of 1000
this guidance is that those who genuinely need Very  Somewhat Cannotsay Notvery Notatall
guidance (people dissatisfied with their careers) have satisfied  satisfied eitherway = satisfied ~satisfied

low incomes and lack the funds to pay for it. This
point can hardly be emphasized enough.
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6. Summary and Implications

This paper examined career guidance for mature
adults in Japan from the three vantage points of
segmentation, delivery, and cost. A summary of the
findings follows.

First, with regard to segmentation, it was clear
that many people in their 30s and 40s did not fit the
conventional mold of male regular-employee
breadwinners and female full-time homemakers
raising children, including a large contingent of
unemployed or non-regularly employed people. The
latter were the ones most in need of career guidance,
with this need particularly pronounced among the
following groups: (1) people whose academic
performance in their student days had been poor, (2)
people who had withdrawn from school, (3) people
who had sought jobs around the time they graduated
but had not been hired, (4) people who worked as
non-regular employees or were unemployed
immediately following graduation, (5) people who
had experienced periods of unemployment since
graduating, and (6) people who had changed jobs
many times thus far. It was evident that difficulty in
transitioning from school to work or career problems
during their younger days continued to exert a
negative impact on people’s careers into their mature
adult years (aged 30-49). However, even among
regular employees there was an apparent gap between
one group, who worked many hours per week on
average but had only average income, and another
group of high-income employees of major
corporations. The findings indicated that in the future,
it may be necessary to focus on the career guidance
needs of already employed people, particularly
regular employees.

Second, regarding delivery, it was found that: (1)
Recipients thought of career guidance as divided into
two basic types: (a) a combination of paid or free
seminars and consultations via e-mail or telephone
with specialists, and (b) acquisition of information
from the Internet and testing over the Internet or
through specialized institutions. (2) As a rule,
recipients hoped to receive career guidance through
public employment services such as Employment
Service Center ( ‘Hello Work™). (3) However,

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015

recipients preferred to acquire information and
undergo testing at home, but to have consultations or
participate in seminars in convenient public locations.
(4) In terms of time, people hoped to spend only
small amounts of time on information or testing, but
greater amounts on consultations or seminars. (5)
Regarding service providers, counselors or staff
members at public institutions were most favored, but
for seminars, consultations, and testing, there was
demand for counselors employed by private-sector
companies as well.

Third, in terms of cost, the average amount people
said they could spend for career guidance services
was approximately 2,000 yen for consultations, 1,300
yen for testing, and 1,400 yen for seminars. These
amounts are extremely low compared to the average
fees charged for paid career counseling in Japan today
(around 8,000 to 10,000 yen). Also, a “catch-22" was
evident in that those most able to pay for career
guidance, namely male university-graduate regular
employees with ample annual individual or household
income, are those least in need of guidance, while
conversely, those in great need of career guidance
(job seekers, those currently unemployed, non-regular
employees, full-time homemakers) are those least
able to afford it.

The above results have the following implications
for the future of career guidance for mature adults in
Japan: One key implication is that in Japan, mature
adults requiring career guidance are not necessarily
regular employees but may very well be unemployed
or working as non-regular employees. It is important
to recognize that these people require not only
introductions to potential employers, but also the sort
of all-around career guidance often provided to
younger people. Mature adults who lack employment
or are non-regular employees often carry a legacy of
career difficulties extending back to their student
days, and as a result require thoroughgoing career
guidance of the sort they ought to have had at a
younger age. For example, they may need advice of
the sort they should have gotten from teachers prior
to graduation, testing that they should have undergone
in the past, and seminars covering material they ought
to have covered at some point in the past. On the
surface, career guidance for unemployed individuals
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and non-regular employees may appear to be “putting
the cart before the horse” (as finding employment
quickly might seem like the first priority). However,
it is clear that this group faces occupational or career
issues that were not sufficiently resolved at a younger
age, and if these go unresolved, over the long term
they will face the same problems over and over again.
Second, it is evident that there is a need to offer
the above-described demographic career guidance
services through conveniently accessible channels at
a reasonable cost. Recent research on career guidance
specifically envisions information and
communications technology-based channels, as well
as delivery of services in convenient public locations
such as next to train stations. In Japan, Employment
Service Centers already offer information on job
opportunities via the Internet, as well as career
advancement services for mature adult non-regular
employees, and "Hello Work™ Plazas in convenient
locations where information-search and occupational
counseling services are available. In short,
conveniently accessible career guidance services for
mature adult non-regular employees do exist in Japan.
This study indicates that these services do indeed
fulfill the career guidance needs of the mature adult
demographic, and they will need to be expanded and
enriched in the future. Also, there is a need for further
development of services such as online information
enabling people to understand their aptitudes and
compatibilities, and simple checklists for greater self-
understanding. The survey results in this study
indicated a strong demand for user-friendly career
guidance services instantly accessible at home. This
situation calls not only for efforts to meet these
Internet-based needs, but also more strategic
examination of how they can be seamlessly connected
to more abundant and effective non-Net-based
services at public employment service providers.
Third, this study showed that when the current
status of career guidance through public channels is
taken into account, the concept of having recipients
bear the cost of guidance is not a realistic one. The
primary reason for this is that people truly in need of
career guidance are precisely those who are unable to
afford paying for it. On the other hand, paid career
guidance aimed at resolving workplace issues, for

relatively economically secure regular employees,
could be feasible. Appropriate career guidance for
regular employees is an area that has not received
sufficient attention due to focus on the needs of
unemployed individuals and non-regular employees.

This study concludes that in Japan today, a diverse
range of career guidance needs is not being
sufficiently met. While there may be progress, it is
clear that it needs to be accelerated, and career
guidance programs broadened and enriched.
However, the environment surrounding mature
adults’ careers is constantly evolving, and there is a
need for further, ongoing research on career guidance
for this demographic in Japan.
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\V WLB Support Initiatives and

Women'’s Job Continuity in Japan

| The Problem

In Japan, women's job continuity has been
supported by a number of policy initiatives, including
the Equal Employment Act (enforced since 1986), the
Childcare and Family Care Leave Act (1992), and the
Act on Advancement of Measures to Support Raising
Next-Generation Children (2005). Ever since the
Childcare and Family Care Leave Act made it
compulsory for companies to give childcare leave, in
particular, the number of companies with systems of
childcare leave in their rules of employment, etc., has
increased, and the proportion of women taking
childcare leave has risen. In spite of that, however,
many women still quit their jobs when giving birth
and raising children. The rate of job quitting for the
first pregnancy and childbirth is particularly high, and
as Figure V-1 shows, the rate of job continuity before
and after childbirth has hardly changed since the
second half of the 1980s.! The purpose of this chapter

Figure V-1
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is to analyze the causes of this and to highlight issues
with a view to increasing job continuity in the
childbirth and childcare phases.?

Until now, many studies have pointed out that
childcare leave systems have the effect of increasing
job continuity in the childbirth and childcare phases.
These include Higuchi (1994), Tomita (1994),
Higuchi, Abe and Waldfogel (1997), Morita and
Kaneko (1998), Nagase (2003) and Zhou (2003). In
JILPT (2007), the final report in the JILPT Phase 1
Medium-term Plan, it was pointed out that, although
childcare leave systems alone do not have the effect
of reducing job quitting for childbirth, they do have
this effect when combined with nurseries and family
assistance. Here, the combination of childcare leave
systems and nurseries was found to be particularly
important in younger cohorts. The expansion of both
childcare leave systems and nurseries since the 1990s
could therefore be said to have had an effect. But in
spite of this, job continuity ratios have not risen.

Rates of Job Continuity before and after Birth of First Child

m Unknown

m No employment from before
pregnancy

m Job quitting for maternity

Job continuity (no childcare

leave)
m Job continuity (using childcare
leave)

171

2005—'09

1 As pointed out in previous research, the job quitting ratio is particularly high in the first pregnancy and childbirth, and the focus of
this paper will therefore be on the first pregnancy and childbirth. As such, “job quitting for maternity” and “job continuity” below
will refer to situations in the first pregnancy and childbirth, unless otherwise stated.

2 This paper is based on the outcome of the Project Research Subtheme “Study on the Policy Effect of Women's Job Continuity”
conducted by JILPT in fiscal 2007-2011. On this subtheme, see JILPT (2009, 2010, 2011, 2012b).
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As causes of this, JILPT (2007) pointed to an
increase in working styles (such as long working
hours and late night work) that make it harder for
women to remain employed during childbirth and
childcare, as negative aspects in the expansion of
women's employment; ® an increase in women who
are not eligible for childcare leave systems, due to an
increase in non-regular employment of younger age
groups;* and the reduced effect of family assistance
as a traditional form of support.> Higuchi (2007,
2009) also points out that labor supply and demand
had eased off amid the harsh economic situation after
the collapse of the bubble, and that companies were
not actively seeking human resources at that time.
Takeishi (2006) and Kawaguchi (2008), meanwhile,
point to the gender discriminatory nature of the
Japanese employment system as a more fundamental
problem.®

In recent years, however, the situation may have
changed. In the mid-2000s, when the economy had
temporarily recovered from the slump after the
collapse of the bubble, as Higuchi (2009) points out,
companies may have been more positive in hiring
women out of a need to secure labor power. Not only
that, but it is also conceivable that companies may
have started efforts to incorporate women in the
workforce, with a view to raising the efficiency of
using labor power over the long term. Kawaguchi
(2008), though not discussing chronological trends,
reveals the finding that there is a positive relationship
between companies’ reform of business management
and the active involvement of women. Rather than
negating the Japanese employment system,
Kawaguchi explains that it promotes the active

WLB Support Initiatives and Women'’s Job Continuity in Japan

involvement of women with a view to increasing
management efficiency.

In terms of policy, an increase in support for
work-life balance (WLB) has been promoted since
2005, in response to the changes in working styles
mentioned above. Following the 2005 Amendment to
the Childcare and Family Care Leave Act, eligibility
for childcare leave was expanded to include fixed-
term contract workers who met certain conditions. In
the same year, the Act on Advancement of Measures
to Support Raising Next-generation Children (the
Next-generation Act) was also brought into effect. In
order to acquire the ‘Kurumin’ certification mark of
WLB support based on this law, companies must raise
the proportion of women taking childcare leave to
70% or more, as well as shortening working hours,
reducing overtime and encouraging workers to take
their leave. In other words, the Next-generation Act
not only requires companies to have a good record in
terms of women taking childcare leave, but also to
make positive efforts to create workplaces where
women in the childbirth and childcare phases can
work easily.

On job continuity in the childbirth and childcare
phases, similarly, both Sato and Ma (2008) and
Higuchi (2009) point out that the rate of job quitting
for maternity has decreased among regular
employees. The same trend may be seen in the results
for “Regular employees” in Figure V-2. Although
there is no increase in rates of job continuity between
“1990-94" and “1995-1999”, i.e. before and after the
Childcare and Family Care Leave Act came into
effect, a rising trend can be seen from “2000-2004"
onwards. Meanwhile, JILPT (2008) reports that the

3 Tomita (1994) and Higuchi (2007) also point to analysis results showing that working hours have an impact on job quitting for

maternity.

4 Non-regular employment is subject to childcare leave if under a labor contract with no fixed term. By contrast, fixed-term contract
workers employed for a specific period have been regarded as excluded from childcare leave even after the Childcare and Family
Care Leave Act came into effect in 1992, because their employment format is not considered fitting for long-term leave.

5 Ozawa and Suzuki (2000) and Senda (2002) also point out that the effect of cohabiting parents has not been significant in recent
years. Senda (2002) also asserts, from the results of analysis on the use of childcare resources in the form of family (husband or
parents), nurseries and childcare leave, that childcare resources available for use differ depending on the type of job.

6 The male-oriented nature of the Japanese employment system had already been pointed out by many previous studies. The
possibility that this nature has not changed significantly even since the Equal Employment Act is suggested by both Takeishi

(2006) and Kawaguchi (2008).
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Figure V-2 Rates of Job Continuity before and after Birth of First Child- by Employment Format
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number of fixed-term contract workers taking
childcare leave is on the rise. Nevertheless, as Figure
V-2 shows, there has been no upward movement in
the rate of job continuity among non-regular
employees, i.e. part-timers and agency workers.

As the background to this, let us now consider the
following possibility. In the study mentioned above,
Kawaguchi (2008) stresses the positive aspects of
using female labor power in raising business
management efficiency. As a negative aspect,
however, it is also conceivable that a disparity will
arise between female workers who are valued by
companies as long-term labor power and other female
workers. This disparity would appear to be expressed
in the different trends for different employment
formats shown in Figure V-2.” Unlike the situation
before the bubble, when the majority of young
workers were in regular employment, companies have
reduced their hiring of regular employees since the
collapse of the bubble. And although they support the

work-life balance of those rigorously selected regular
employees, it is conceivable that they may not be
positive on job continuity of non-regular employees.
Even for regular employees, it should be noted that
initiatives in support of work-life balance are
relatively slow to be adopted by small and medium-
sized enterprises. For example, the obligation to
formulate action plans on childcare support in the
Next-generation Act (action plans by general
businesses) only applies to companies with more than
100 full-time workers.® Although the effect of this
was to boost rates of job continuity in large
corporations, they may not have risen in small and
medium-sized enterprises.

Something that also appeared in a JILPT (2010)
interview survey was that even today, when childcare
leave systems are widespread and the proportion of
women taking childcare leave has risen, many women
still approach pregnancy and childbirth with uncertain
prospects of job continuity. As a result, it is quite a
common perception among women, even today, that

7 In previous research, job type and educational background have been cited as the main reasons for quitting jobs, but according to
JILPT (2011), differences in the rate of job continuity based on education or job type are in a decreasing trend, due to increased
awareness of systems of work-life balance support in companies. The difference in proportions taking leave and whether or not
there is a childcare leave system based on employment formats is now larger, and the expansion of non-regular employment has
even spread to those with higher education backgrounds and jobs like teachers, nursery workers and nurses. Employment formats

will be examined in line with this situation.

8 When first brought into effect in 2005, the obligation was limited to companies with more than 300 workers, but since 2011 the

scope has been expanded to include those with more than 100.
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continuing to work as well as giving birth and raising
children is “the exception”. Even if work-life balance
support has boosted the rate of job continuity, if the
scope of this is limited to regular employees in large
corporations, there will be little change to the
perception that job continuity is “the exception”.
Rather than that, the analysis below will be used to
examine whether Japan can be said to be moving
toward a society in which rates of job continuity rise
among women in general and job continuity is
possible in the childbirth and childcare phases,
regardless of the employer or working style.

For the analysis, data from the Survey on
Women’s Working Styles and Family Life
targeting women aged 30-44 nationwide (JILPT
2010) will be used.® To state the main analysis results
from the outset, the rate of job quitting for maternity
can be said to have fallen in companies with a scale
of at least 100 regular employees, as a result of
increased taking of childcare leave as the pivotal
element of work-life balance support. Thus, a task
from now on would be to strengthen support aimed at
non-regular employees and companies with fewer than
100 employees, in order to expand the scope of job
continuity in the childbirth and childcare phases. The
analysis results suggest that, to promote this effectively,
it will be important to diffuse work-life balance support
flexibly in response to personnel management and
career realities, and with this in mind, to enhance the
provision of information to individual workers, rather
than just encouraging companies to make efforts for
work-life balance support.

WLB Support Initiatives and Women'’s Job Continuity in Japan

Il Trend toward Non-regular Employment
of Young People and Job Quitting for
maternity

Because childcare leave is a system premised on
the continuation of an employment relationship with
the same employer, labor contracts with fixed terms
(fixed-term contracts) have been regarded as outside
the scope of application, as they do not fit in with this
system. And since many fixed-term contract workers
are in non-regular employment as part-timers and
agency workers, there is a widespread impression that
“childcare leave is a system for regular employees” .*°
However, even if a labor contract has a fixed term,
the worker is still eligible for childcare leave if the
employment relationship continues, making the
situation no different to that of a labor contract with
no fixed term. Based on this principle, eligibility for
childcare leave has expanded to include some fixed-
term contract workers since the 2005 Amendment to
the Childcare and Family Care Leave Act. Spurred by
this, women taking childcare leave have been
increasing, albeit gradually, in non-regular
employment as well.

To accelerate this trend and effectively raise the
rate of job continuity, it will be important to promote
taking of childcare leave in non-regular employment
to the same level as in regular employment. Let us
look at Figure V-3 to illustrate this. It shows that the
job quitting ratio in non-regular employment is higher
than that in regular employment, even among women
whose employers had childcare leave systems at the
time of their first pregnancy.

A problem existing before that of taking leave is
the fact that the system is too narrow in its scope of
application. Figure V-4 shows ratios of work-life
balance support systems offered by employers at the

9 The survey was implemented between November 18 and December 12, 2010. Samples were selected via stratified two-stage
sampling, and the survey was implemented by visiting and leaving questionnaires. The survey target sample consisted of 2,000
women, and responses were collected from 1,240 of these (collection rate 62.0%). Survey implementation was commissioned to
Central Research Services, Inc. For details, see JILPT (2011, 2012b). Survey targets included women with no experience of
childbirth, but this paper only analyzes those with childbirth experience.

10 JILPT (2011) points out a growing perception among women that non-regular employees are also eligible for childcare leave,
regardless of whether on a fixed-term contract or not, triggered by the 2005 Amendment to the Childcare and Family Care Leave
Act. By contrast, there appears to have been a widely shared perception, up to that point, that childcare leave systems did not
apply to non-regular employment, even under labor contracts with no fixed term.

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015



time of pregnancy by women giving birth to their first workers. In either system, the ratio was lower in non-
child in or after 2005, when eligibility for childcare regular employment than in regular employment.
leave was expanded to include fixed-term contract Non-regular employment originally includes part-

Figure V-3 Job Quitting Ratios and Proportions Taking Childcare Leave for First Pregnancy
and Childbirth- by Employment Format and Access to Childcare Leave Systems
in First Pregnancy
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Figure V-4 Proportions Whose Employer in First Pregnancy Had a System of Work-life
Balance Support- by Employment Format in First Pregnancy (Births in 2005
Onwards)
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timers with short prescribed working hours and
working styles in which there is no overtime work,
even if work-life balance support does not exist as a
system. Eligibility for childcare leave has not been
expanded to include all non-regular employment.
Based on the fact that working styles that form the
basis of work-life balance support are different from
regular employment, it cannot immediately be seen as
a problem if these systems have a low rate of
application.

However, considering that maternity leave is
available to all women regardless of employment
format, we should not overlook the fact that only
about half of all non-regular employees are covered
by this system. Although many reasons for job
quitting by women are pointed out, job continuity
would be almost impossible under any circumstances
if there were no system of maternity leave.
Conversely, if employment could be resumed after
postnatal leave even if there were no eligibility for
childcare leave, job quitting for maternity could be
avoided. Applying a system of maternity leave even
to workers outside the scope of childcare leave is a
particularly important task for expanding job

WLB Support Initiatives and Women’s Job Continuity in Japan

continuity in non-regular employment.

Another point worthy of attention is that many
women change from regular to non-regular
employment after starting their first job. After the
economic bubble collapsed at the beginning of the
1990s in Japan, there was a protracted a hard time for
job seekers in which companies reduced their hiring
of new graduates. And although the economy
subsequently made a short-lived recovery, the
employment situation took another turn for the worse
with the Lehman shock. As a result of this lengthy
economic downturn, the number of young people
starting their first job in non-regular employment has
certainly increased. However, as shown in Figure V-5,
many women who started out in regular employment
later changed to non-regular employment. Viewed
simply, job quitting for maternity should decrease if
these women were to remain in regular employment.
With this in mind, let us now analyze vocational
careers before the first pregnancy.

First, let us examine levels of continuation of
initial employment. In Japan, it is not so common for
workers to change from regular to non-regular
employment when continuing to work for their first

Figure V-5 Proportions of Employment Format of First Job- by Employment Format in

First Pregnancy and Birth Cohort
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11 From the same angle, Moriizumi (2005) also analyzes the impact of the increasing tendency toward non-regular employment by
young people on job quitting for maternity, but does not analyze the relationship with childcare leave systems examined in this

paper.
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Figure V-6 Proportions of First Job Continuation, Changing Jobs and Leaving Employment
until First Pregnancy- by Corporate Scale and Employment Format of First Job
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Changing jobs = different employer

Leaving employment = not in improvement when pregnant

employer. The majority change employment formats
in the process of moving from one employer to the
other. In other words, if continuing one’s first job in
regular employment, pregnancy and childbirth should
also be approached during regular employment. With
this in mind, let us turn to Figure V-6. This shows the
proportions of women staying with the same
employer from the first job until the first pregnancy
(continuation), those moving to another employer
(changing jobs), and those withdrawing from
employment altogether (leaving employment), by the
scale of the first employer and the employment
format. Regular employees in large Japanese
corporations have a strong tendency to remain settled
in their companies and build careers in internal labor
markets. By contrast, workers in small and medium-
sized enterprises have relatively high mobility, and
this is even more the case with non-regular
employees. And the same thing can be seen in these
results. The categories of corporate scale and
employment formats are “100 or more employees/
Regular employment”, “Fewer than 100 employees/
Regular employment” and “Non-regular
employment” .*2 The continuation ratio (shown by the

white band) is highest with “100 or more employees/
Regular employment” and lowest with “non-regular
employment”. Conversely, the job changing ratio
(gray band) is highest with “non-regular
employment” and lowest with “100 or more
employees/ Regular employment”. It should also be
noted, however, that even with “100 or more
employees/ Regular employment”, the continuation
ratio is only around 35%. This could show how
mobile the young workforce is.

Here, attention is drawn to the relationship
between this level of continuation of the first job and
the employer’s system of work-life balance support. If
the first employer had a system of work-life balance
support, one would expect there to be job continuity
on subsequently reaching the childbirth and childcare
phases. It is often asserted that this is a positive factor
in young female workers becoming settled in
companies. In this respect, Figure V-7 focuses on the
existence of childcare leave systems in the first job,
and shows ratios of first job continuation, changing
jobs and leaving employment by the employment
format and corporate scale of the first job.

12 As shown in JILPT (2009), the proportion taking childcare leave differs greatly on either side of a corporate scale of 100

employees.
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Figure V-7 Proportions of First Job Continuation, Changing Jobs and Leaving Employment
until First Pregnancy- by Corporate Scale, Employment Format and Access to
Childcare Leave Systems in First Job
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What should first be confirmed here is that,
regardless of employment format and corporate scale,
the continuation ratio is high when then was a
childcare leave system in the first job.** Comparing
regular employment with “100 or more employees”
and that with “fewer than 100 employees”, the ratios
of continuation, changing jobs and leaving
employment all show hardly any difference based on
corporate scale. The difference in corporate scale seen
in Figure V-6 could be said to reflect differences in
terms of whether there is a childcare leave system or
not. Similarly, it has also been pointed out
traditionally that childcare leave systems have the
effect of raising the corporate settlement of young
females. From that, the following two points should
be noted.

The first is that, even when there is a childcare
leave system in the first job, regardless of corporate
scale, about half quit their first employer (are

classified under “leaving employment” or “changing
jobs™). This shows just how mobile the young
workforce is. And the second is that, when there is no
childcare leave system, there is hardly any difference
between regular and non-regular employment in the
ratios of first job continuation, changing jobs and
leaving employment. If the employer has no system
of childcare leave, there is only a low likelihood of
job continuity in the childbirth and childcare phases
even if the first job is in regular employment. On this
point, there is no great difference between the
predicament of regular employees with no childcare
leave system and non-regular employees.

However, women whose first employer offers no
childcare leave system cannot so easily improve their
situation by subsequently changing jobs. This can be
seen in Figure V-8 below, which shows the
employment formats of those “changing jobs™ in
Figure V-7 above when pregnant and the ratios of

13 It is possible that women whose first jobs include childcare leave systems intentionally choose employers with such systems
because they have a strong awareness of job continuity in the first place. Nevertheless, the problem addressed in this paper is the
labor market structure that makes it difficult to form professional careers with high potential for job continuity unless there is this

kind of strong awareness from the beginning of the career.
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childcare leave systems in regular employment.
Figures when the first job is “Fewer than 100
employees/ Regular employment” or “Non-regular
employment” and there is a childcare leave system
are merely noted for reference, as the sample size is
small. Even so, the trends do not differ from “100 or
more employees/ Regular employment”.

Let us first examine the situation when the first job
is in a company with “100 or more employees/
Regular employment” but no childcare leave system.
About 60% of these women are in non-regular
employment by the time they reach pregnancy.
Turning next to the same scenario in companies with
“Fewer than 100 employees/ Regular employment”,
the rate of non-regular employment is lower than that
in companies with “100 or more employees”.
However, the rate of “Regular employment with no
childcare leave system” in pregnancy is high. As a
result, regular employment with childcare leave
systems when pregnant accounts for only about 20%,
regardless of corporate scale. This is the same ratio as
that of the change from a first job in non-regular
employment with no childcare leave system to one in

regular employment with a childcare leave system
when pregnant. This shows just how hard it is to
move to regular employment under an employer with
a childcare leave system.

Even when there is a childcare leave system in the
first job, the rate of non-regular employment when
pregnant is not at all low (around 40%) when this was
“100 or more employees/ Regular employment”.
However, compared to first jobs with no childcare
leave system, the ratio is low, while conversely,
“Regular employment with childcare leave system”
when pregnant is relatively high. In “Regular
employment with no childcare leave system” when
pregnant (the gray band), there is no difference based
on whether or not there was a childcare leave system
in the first job, and the difference compared to
“Regular employment with childcare leave system”
is the same as that in the rate of non-regular
employment.

Figure V-8 Proportions in Regular Employment and Having Access to Childcare Leave
Systems in First Pregnancy— by Employment Format, Corporate Scale and
Access to Childcare Leave Systems in First Job (Those Changing Jobs before

First Pregnancy)
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Figure V-9 Proportions in Regular Employment and with Access to Childcare Leave
Systems in First Pregnancy- by Year of Childbirth and Access to Childcare
Leave Systems in First Job (Those in Regular Employment in First Job and
Changing Jobs before First Pregnancy)
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The introduction rate of childcare leave systems
has been increasing in recent years. However, as
shown in Figure V-9, even when controlling the year
of childbirth, the probability of changing from no
childcare leave system to “Regular employment with
childcare leave system” cannot be seen as high.

As the background to this, one would point out
that the introduction rate of childcare leave systems
by small and medium-sized enterprises is low. As is
well known, large Japanese corporations focus mainly
on hiring new graduates, and it is the small and
medium-sized enterprises that hire more regular
employees in mid-career. Although the diagram is
ambiguous, of women who were in regular
employment both for their first job and their first
pregnancy, 27.2% of those who continued their first
job worked in companies with a scale of fewer than
100 employees, while such employers accounted for
54.4% of those who changed jobs. This means that it
is harder to change jobs to an employer with a
childcare leave system. Regardless of corporate scale,
if there are prospects of job continuity in the

childbirth and childcare phases, women who choose
non-regular employment in consideration of the
impact on family life could be expected to decrease.

lll Issues facing job continuity supportin
smaller companies

Figure V-2 above revealed how the rate of job
continuity among regular employees before and after
the birth of the first child has risen. However, as
shown in Figure V-10, there is no sign of a decreasing
trend in job quitting for maternity in companies with
fewer than 100 employees, even with regular
employment.** Rates of job quitting for maternity
now differ even among regular employees, depending
on corporate scale. To correct this difference, one
method would be to promote the diffusion and
application of childcare leave systems in small-scale
companies with fewer than 100 employees. However,
even today, 20 years after the Childcare and Family
Care Leave Act came into effect, there still remains
the problem of how companies without childcare

14 The following analysis is limited to women who were regular employees at the time of their first pregnancy.
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leave systems can be persuaded to introduce and
apply them. As stated above, the obligation to
formulate action plans for childcare support under the
Next-generation Act has expanded in scope from
companies with more than 300 employees to those
with more than 100 employees, but companies with
fewer than 100 employees are merely obliged to
make efforts to this end.

However, it has also been suggested that applying
the same policy measures to small businesses as to
large corporations would not be appropriate to their
circumstances. The typical case is that “SMEs ...

overcome the hurdles to combining work and
parenting not by establishing systems, but by
responding flexibly according to employees’
individual circumstances”*® (Small and Medium
Enterprise Agency 2006: 225). From the same angle,
Atsumi (2007) also reports a survey result that a large
proportion of women find it “easier to achieve a
balance” when working for small and medium-sized
enterprises, and says that the “prevailing view” that
“small and medium-sized enterprises are lagging
behind in supporting work-life balance” is mistaken.'

On the other hand, some have also pointed out
that small businesses cannot cope with the cost of

FigureV-10 Job Quitting Ratios and Proportions Taking Childcare Leave for First
Pregnancy and Childbirth— by Corporate Scale and Year of Childbirth in First
Pregnancy (Regular Employment in First Pregnancy)
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15 On this point, Nakamura (2012) uses the results of data analysis to show that small businesses have low rates of taking childcare
leave and high rates of job quitting due to marriage and pregnancy, that these job quitting rates could be reduced by creating
systems of childcare leave, etc., and that very few companies with no system of childcare leave respond with flexible
arrangements, thus criticizing the assertion in Small and Medium Enterprise Agency (2006) that “enterprises with fewer
employees are more likely to respond flexibly without establishing systems” (Nakamura 2012: 117).

16 When discussing “small and medium-sized enterprises”, the Small and Medium Enterprise Agency (2006) and Atsumi (2007)
have their focus more on small businesses than medium-sized ones.
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work-life balance support.'” It would surely be
unrealistic to expect small businesses always to adopt
a positive response to their employees” work-life
balance support. If job continuity has been achieved
despite a lukewarm attitude to work-life balance
support by businesses, it could be seen as largely due
to the bargaining power of the workers themselves. In
small businesses, there is greater scope for one-on-
one negotiations between employers and individual
workers than in large corporations. Under such
circumstances, we could imagine that workers might
have knowledge of systems of work-life balance
support, use this knowledge to negotiate with their
employers, and thereby avoid having to leave their
jobs.*® From the employers” point of view, this would

Figure V-11

WLB Support Initiatives and Women'’s Job Continuity in Japan

surely be the same as “responding flexibly to
individual circumstances” .

Figure V-11 illustrates this. In the analytical data
survey, respondents were asked whether there were
opportunities to know about childcare leave and other
systems of work-life balance support outside the
employer during the first pregnancy. The graph shows
job quitting rates in first pregnancy and childbirth
based on whether such opportunities existed, and
proportions of women taking childcare leave based
on corporate scale. Regardless of corporate scale,
those who had information on systems of work-life
balance support outside the employer had a lower rate
of job quitting but also a smaller proportion taking
childcare leave. This trend is particularly conspicuous

Job Quitting Ratios and Proportions Taking Childcare Leave for First

Pregnancy and Childbirth- by Corporate Scale and Access to Systems of
Work-life Balance Support from Outside the Employer in First Pregnancy
(Regular Employment in First Pregnancy)
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17 Wakisaka (2001) and Morita (2005) suggest that costs associated with childcare leave could inhibit hiring of women by businesses
with less than 30 employees.

18 In an interview survey, JILPT (2010) reports in detail on such negotiations with an employer in the case of respondent “E”. The
gist was that, to elicit the support needed for job continuity from her employer, a female worker took it upon herself to gather
information on systems of work-life balance support, and requested this from her employer. As a result, she achieved job
continuity even with an employer who was initially not so positive about work-life balance support.
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Figure V-12 Proportions Having Opportunities to Access Information on Systems of Work-
life Balance Support Outside the Employer in First Pregnancy- by Corporate
Scale in First Pregnancy (Regular Employment in First Pregnancy)
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in businesses with “Fewer than 100 employees™.*
This seems to show how knowledge of systems by
individual workers can influence negotiations with
employers on job continuity in childbirth and
childcare.

However, women in companies with fewer than
100 employees could hardly be considered blessed
with opportunities for obtaining information on
systems of work-life balance support outside the
employer. Figure V-12 shows the ratios of such
opportunities by corporate scale. Thanks to the
advance of the Internet and other information
technology in recent years, it is becoming technically
easier to obtain various information on systems of
work-life balance support. It is possible that the
number of women who avoid job quitting for
maternity could decrease if this kind of information
environment were enhanced and information that is
useful in negotiations with employers were provided
to workers in small businesses. However, the ratio in
businesses with “Fewer than 100 employees” is lower
than in those with “300 employees or more” and
“100-299 employees”. It would appear, then, that not
many workers are making full use of the advantage of
small businesses in facilitating individual negotiations
with employers.

Finally, multivariate analysis will be carried out to
see if the same could be said even if other factors
were controlled. The method used will be logistic
regression analysis. The dependent variables are 1 if
the mother is employed when the first child is born
and 0 when not in employment. Since the analysis
target is regular employment in first pregnancy, not
being in employment when giving birth could be
equated with job quitting for maternity. Explanatory
variables will be “Whether information on systems of
work-life balance support is received from the
employer”, plus the following.

The first variable is whether or not there is a
system of childcare leave, as an effect of employers’
systems of work-life balance support. However, a
problem that “systems are hard to use, even if they
exist” is occasionally highlighted in connection with
systems of work-life balance support. Efforts aimed
at familiarizing employees with the system in order to
eliminate this kind of uncertainty associated with
system use are becoming more widespread among
large corporations. Thus, variables for the existence
or absence of childcare leave systems and of
familiarization with systems of work-life balance
support?® will be combined into three categories
("System + familiarization”, “System only” and “No

19 The results of x square tests based on corporate scale are only significant in businesses with fewer than 100 employees.

20 In the questionnaire, respondents were asked whether they had ever had explanations from an employer concerning the
employer’s childcare leave systems, etc. Explanations here include guidance based on pamphlets, websites, email, etc. Cases when
such explanations were made are referred to as “With” and those when no explanation was made as “Without™ .
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system”), with “No system” input as the benchmark.
The next variable is whether work duties upon first
pregnancy were the same as those of male full
employees. This will be input as an indicator showing
the segregation of vocational fields for men and
women. The job type at the time of pregnancy (the
benchmark is clerical work) and the final educational
level (the benchmark is junior or senior high school)
will be input as related variables, and membership of
a labor union as a collective labor relations indicator.
Variables showing the influence of families will be
whether or not there was a cohabiting parent when
the first child was born, the job continuity of the
respondent’s mother in the childbirth and childcare
phases, which Nagase (1999) sees as having an
effect ?* (continued employment = 1, employment
interrupted or re-employed = 0), and difficulty in
attending work due to morning sickness (showing
employment difficulty when pregnant rather than
after childbirth). Finally, the birth cohort (the
benchmark is birth in 1966-70), the age when the first
child was born, and the location of residence when
the first child was born (urban areas * = 1, others = 0)
will be input as basic attributes.

Until now, corporate scale has been divided into
three categories (“300 employees or more™, “100-299
employees” and “Fewer than 100 employees”), but
since it was not possible to secure a sufficient sample
size from businesses with “100-299 employees™ for
estimation, those with “300 employees or more” and
“Fewer than 100 employees” will be compared. By
so doing, the intention is to clarify the common
ground and differences between effective job
continuity support measures in large corporations
with “300 employees or more” and measures that are
effective in small businesses with “Fewer than 100
employees” . The analysis results are shown in Table

WLB Support Initiatives and Women'’s Job Continuity in Japan

V-13. Variables producing significant effects are
highlighted, but determinants behind job quitting for
maternity differ according to corporate scale.

To begin with, let us examine the effect of systems
of work-life balance support from outside the
employer. Although a significant effect is shown in
businesses with “Fewer than 100 employees”, it is
not significant in those with “300 employees or
more” . Small businesses offer considerable scope for
deciding whether job continuity is possible or not
through individual negotiation. By contrast, the
possibility of job continuity in large corporations is
determined under collective personnel and labor
management. This can be seen as the reason why this
difference arises.

From the same perspective, familiarizing
employees with childcare leave systems has the effect
of reducing job quitting for maternity in businesses
with “Fewer than 100 employees”, even in cases of
“System only”. By contrast, there is no significant
effect on “No familiarization” in businesses with
“300 employees or more”, even when a system exists.
In large corporations, where there is a great diversity
of workplaces within the organization, an
inconsistency in usability can easily arise, even when
there is a system. Familiarization with systems could
therefore be seen as important in order to correct this
inconsistency. Conversely, in small businesses, where
internal leadership is easier to achieve than in large
corporations, the problem that systems exist but are
difficult to use is very likely not to be so serious.
Rather, the analysis results suggest that inconsistency
in the very existence of systems from company to
company has a greater impact on job continuity.

21 “I gave birth and raised my child while continuing to work” in the questionnaire is referred to as “Job continuity”, “I gave birth
and raised my child without working, then started working when childcare had become settled” as “Re-employment after
childcare”, and “I gave birth and raised my child without working, and remained out of work thereafter” as “full-time housewife”.

22 Since the location of residence is related to the supply-demand balance of nursery services, seven prefectures, government-
designated cities and core cities described as “urban areas” in the “Summary of the Situation Regarding Nurseries (April 1,
2010)" by the Day Care Division of the Equal Employment, Children and Families Bureau, Ministry of Health, Labour and

Welfare will also be referred to as “urban areas” here.
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Table V-13 Determinants for Employment on Birth of First Child (Logistic Regression
Analysis)

Dependent variables (employment = 1, not in

employment = 0) Whether employed at birth of first child

Targets of analysis (corporate scale) 300 employees or more Fewer than 100 employees
Coefficient  Standard Odds  Coefficient Standard Odds
value error ratio value error ratio

Cohort (BM: Born 1966-70)

Born 1971-75 .009 .552 1.009 072 638 1.075
Born 1976-80 .596 716 1.814 -731 793 481
Age at birth of first child 067 073 1069 | .080 084 1.084
I{?g?rt]igrn:oé)residence at birth of first child (urban area = 684 ) 543 ) 505 ) _815 580 43
w:seg;ergthere was a cohabiting parent when first child 285 554 752 193 617 1213
Whether there was a cohabiting parent when first child

was born 617 525 1.854 1.362 579 3.906 *
Own mother’s job continuity (yes = 1, no = 0)

Difficulty in attending work due to morning sickness 496 492 609 498 545 1.645
Final educational level (BM: junior or senior high school) ) ) )

Vocational school or junior college graduate 416 607 1515 -261 631 770
University or graduate school graduate 319 871 1376 1.821 1.143 6.180
Job type in first pregnancy (BM: clerical work) ) ) )

Teacher, nursery worker, nurse -496 869 609 739 1.086 2.094
Specialist or technical -419 840 658 -.084 853 919
Business or sales -169 .796 .845 -1.298 1.084 273
Services -.551 1.189 577 -341 772 AR
Skilled or unskilled labor -851 1150 427 | -406 944 666
‘évrggjgjyg?:'q fé?;fgrrgr?t”j%c)y (same as male full 1872 682 6503 | 399 632 1490
Whether labor union member in first pregnancy 289 595 749 138 735 1.148
Whether access to systems of work-life balance support 164 ) 542 ) 849 ) 1328 667 3772 % |

from outside the employer

Familiarization of employer’s childcare leave systems in
first pregnancy (BM: No system)

System + familiarization 2.845 937 17.205 ** 2.347 1.021 10.456 %

System only 690 725 1.993 2.025 682 7577 %

Constant 4009 2121 018 | -3.923 2462 020

X square 38.886 ** 56.810**

Freedom 19 19

Nagelkerke R2 383 514

N 115 117

BM = benchmark **p<.01 *p<.05 Targets of analysis:

All “either/or" items: “Yes” = 1,"No” =0 regular employees in first pregnancy
Meanwhile, in businesses with “Fewer than 100 systems of work-life balance support from outside the

employees”, the state of job continuity when the employer, this is also highly to influence individual

respondent’s own mother was in the childbirth and negotiations with the employer. Because there is a

childcare phases shows a significant effect. Like clear wish for job continuity in the childbirth and
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childcare phases under the mother’s influence, these
women are more likely to approach negotiations with
the employer from a stronger vantage point.

Thus, differences in personnel and labor
management, in that these are based on collective
management in large corporations but on individual
negotiations in small businesses, can be interpreted as
being reflected in the results in Table V-13. Probably
for the same reason, the issue of whether work duties
were the same as for male full employees was only
significant in businesses with “300 employees or
more”. In large corporations, there is a tendency to
decide individual employee allocations based on how
women are employed collectively. By contrast, small
businesses have greater scope to take individual
personalities and aptitudes into account when
allocating staff. For this reason, it is possible that a
female worker will not quit even if her work duties
are not the same as those of male full employees, as
long as she feels motivation. This may be why no
significant effect is found in businesses with “Fewer
than 100 employees’.

In this way, it is important to encourage efforts
aimed at work-life balance support in large
corporations founded on collective personnel and
labor management. This is typically reflected in the
effect achieved by familiarizing employees with the
system. It will also be effective to encourage small
businesses to introduce systems and make them
familiar. In small businesses, however, even if the
companies themselves are difficult to persuade, it is
possible that more women could avoid job quitting
for maternity if individual workers were provided
with information on systems of work-life balance
support, and their bargaining power vis-a-vis the
employer were thereby enhanced. In that sense,
effective methods of promoting work-life balance
support in small businesses will differ from those
applied to large corporations.

IV Summary and Conclusion

The situation of job quitting upon first pregnancy
and childbirth has been analyzed, and issues to be
resolved in order to increase job continuity in the
childbirth and childcare phases have been studied.

WLB Support Initiatives and Women'’s Job Continuity in Japan

The main points of the analysis results are as follows.

(1) In regular employment with a corporate scale 100
or more employees, the proportion of women
taking childcare leave (as the main element of
work-life balance support) increases and the rate
of job quitting for maternity decreases. Suggested
causes of this are greater familiarization of
employees with the system in individual
companies, and the effect of male-female
occupational integration.

(2) In non-regular employment, the proportion of
workers without access to any system (antenatal
and postnatal leave as well as childcare leave) is
still as high as ever. Moreover, although many
women switch from regular to non-regular
employment after starting the first job, a large
proportion of women who had no access to
childcare leave systems with their first employer
shift to non-regular employment.

(3) Even in regular employment, the rate of job
quitting for maternity has not fallen in companies
with fewer than 100 employees. In these
businesses, promoting the diffusion of childcare
leave systems remains an issue, but at the same
time, providing workers with information on
systems of work-life balance support outside the
employer would also be effective in reducing rates
of job quitting for maternity.

To further expand job continuity in the childbirth
and childcare phases, strengthening support for non-
regular employees and small businesses with fewer
than 100 employees could be seen as an important
task. However, the determinants of job continuity
differ according to corporate scale and employment
format. Based on such differences, the analysis results
suggest the importance of flexible efforts to permeate
work-life balance support. Specifically, it is important
not only to encourage efforts aimed at work-life
balance support by companies, but also to provide
individual workers with information that will be
useful for job continuity.

Until now, the main method of promoting work-
life balance support has been based on strengthening
efforts by employers. This is suited to regular
employment in large corporations, where workers
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become settled in a single company and are managed
collectively as the core labor power. The analysis
results in this paper also suggest that systems of
work-life balance support encourage female labor
power to become settled in companies. Conversely, if
the employer is not so positive about work-life
balance support, changing to a different employer is
another method of increasing the potential for job
continuity. However, opportunities to know about a
company’'s system of work-life balance support before
joining that company are limited in Japan. Therefore,
the analysis results reveal that women avoid changing
jobs within regular employment, where the impact on
family life is great, choosing non-regular employment
instead. Creating an environment in which these
women can change jobs within regular employment
while retaining prospects of job continuity could be
seen as an issue to be tackled.

To this end, it would be considered effective to
strengthen work-life balance support in small and
medium-sized enterprises, where mid-career hiring of
regular employees is relatively common. If the
diffusion of work-life balance support systems could
be promoted in small businesses where the diffusion
is particularly lagging, this alone would increase the
possibility for joining companies that have systems of
work-life balance support. However, this will be
“easier said than done”. The problem of how to
encourage efforts toward work-life balance support in
small businesses would still remain. To overcome this
situation, the analysis results suggest that an effective
method would be to appeal not to companies but to
individual workers, and to provide individuals with
information enabling them to avoid job quitting for
maternity.

By doing so, job continuity could be expected to
expand, not only among regular employees in large
corporations but also broadly among women in the
childbirth and childcare phases.
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VI

Introduction: Research Objective and
Method

Section 1 Research Objective

Now that the introduction of “restricted regular
employee” systems with restrictions on work duties
(job types), places of employment and other aspects
is becoming a significant policy issue, attention is
being drawn to the nature of rules concerning
termination of employment, and particularly to the
dismissal of these employees. The crux of the debate
appears to rest on whether dismissal rules for these
restricted regular employees are any different from
those of regular employees with no restriction on
work duties (job types), places of employment, etc.,
and if they are different, how they differ and to what
degree.

When considering this kind of problem, it would
be beneficial to examine what sort of legal judgments
the courts have previously made in cases of dismissal
of workers who have an indeterminate period of
restriction on work duties (job types) and places of
employment. So far, however, no research has
comprehensively analyzed or studied this point.
JILPT therefore decided to gather a comprehensive
body of judicial precedents on two types of dismissal
(economic dismissal and dismissal due to insufficient
ability), focusing on workers without an
indeterminate period of the aforementioned
restriction, in case law since the legal principle of
abuse of dismissal rights was established (Article 16
of the Labor Contract Act), and also to analyze trends
in legal judgments by courts in those cases.

Section 2 Research Method

In this study, the analysis will be aimed at judicial
precedents meeting conditions 1., 2. and 3. below and

Analysis of Case Law on Dismissal
of Restricted Regular Employees

reported in one of the three case journals Rodo

Hanrei, Rodo Keizai Hanrei Sokuho* and Rodo

Kankei Minji Saibanreishu™ (although some more

recent cases are reported in Rodo Hanrei

Journal **%),

* Abbreviated below to “Rokeisoku”

** Abbreviated below to “Rominshu”

*** Abbreviated below to “Journal”

1. Judicial precedents formed after the Supreme
Court judgment in the Kochi Broadcasting case
(Supreme Court, January 31, 1977, 268 Rodo
Hanrei 17), when the Supreme Court is considered
to have established the legal principle of abuse of
dismissal rights, until September 1, 2013.

2. Cases of economic dismissal (including notice of
termination for change of conditions ') and
dismissal due to insufficient ability (here, the
format of claims is limited to those in which the
legal validity of the dismissal is problematic,
including claims for confirmation of status, claims
for damages, and provisional disposition for
remedy of status).

3. Cases in which restrictions are imposed on a
worker's work duties (job type) and/ or place of
employment (including cases in which the work
duties (job type) and place of employment are
explicitly restricted in contractual documents, etc.,
as well as others in which, even without being
expressed as such, a court could be construed as
having made a judgment on the premise that some
form of restriction has been imposed in view of
the process of hiring, the actual working situation,
etc.).

Based on the principles set out above, the LEX/
DB case law database was searched for judicial
precedents meeting condition 1. above, in order to

1 When an employer terminates a labor contract (dismisses a worker) after proposing changes to labor conditions which the worker

does not accept.
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gather judicial precedents for analysis in this study.
This process produced a total of 3,355 judicial
precedents. Next, judicial precedents meeting
conditions 2. and 3. above were extracted by
examining each of these precedents one by one.

As a result, 61 cases (34 cases of economic
dismissal, 26 cases of insufficient ability dismissal,
and 1 case of economic dismissal plus insufficient
ability dismissal) were obtained as judicial precedents
meeting all of conditions 1.- 3. above.? The authors
then enumerated the key points of each case to
analyze trends in legal judgments made by courts (of
the authors of this paper, Ryo Hosokawa was
responsible for analyzing trends in economic
dismissal cases and Yota Yamamoto for trends in
cases of dismissal due to insufficient ability, although
the ultimate outcomes are based on mutual discussion
and investigation between the two).

Analysis of Trends in Judicial Precedents in
Cases of Dismissal of Restricted Regular
Employees

Section1 Economic Dismissal Cases

1. Classification of cases

The 35 analyzed precedents in cases of economic
dismissal consisted of 22 cases in which restriction
on work duties (job type) was the problem, 7 cases in
which restriction on the place of employment was the
problem, and 6 cases in which restrictiveness in both
work duties (job type) and the place of employment
was the problem.

2. Whether the restrictiveness is explicitly stated
1) Restriction on work duties (job type)

The restriction was explicitly acknowledged,
using expressions such as “specifying the status in
terms of work duties” or “restricting work duties (job
type)”, in 7 of the 22 economic dismissal cases in
which restriction on work duties (job type) was the
problem (Cases 6, 11, 12, 14, 27, 30 and 33).

In the other 15 cases (Cases 1, 2, 3, 4, 5, 7, 9, 10,
13, 18, 22, 24, 29, 32 and 35), the restriction on work

Analysis of Case Law on Dismissal of Restricted Regular Employees

duties (job type) was not explicitly acknowledged,
but the court could be construed as having made its
judgment on the premise that some form of restriction
had been imposed, in view of the process of hiring,
the actual working situation, etc. (for convenience,
this kind of restriction will be referred to below as an
“implicit restriction”).

2) Restriction on the place of employment

The restriction was explicitly acknowledged,
using expressions such as “specifying the place of
employment” or “restricting the place of
employment”, in 4 of the 7 economic dismissal cases
in which restriction on the place of employment was
the problem (Cases 16, 17, 21 and 23).

In the other 3 cases (Cases 15, 19 and 25), the
restriction on the place of employment was not
explicitly acknowledged, but a judgment could be
construed as having been made on the premise of an
implicit restriction.

3) Restriction on work duties (job type) and place of

employment

There were 6 cases in which restrictiveness of
both work duties (job type) and the place of
employment was the problem, and in 3 of these cases
(Cases 8, 26 and 28) the restriction on work duties
(job type) and place of employment was explicitly
acknowledged. Of the others, there was one case
(Case 20) in which the restriction on the place of
employment was explicitly acknowledged, and in
which the judgment could be construed as having
been made on the premise that there was an implicit
restriction on work duties (job type); and one case
(Case 31) in which the restrictiveness of the place of
employment was clearly denied, while the judgment
could be construed as having been made on the
premise that there was an implicit restriction on the
work duties (job type). Finally, there was one case
(Case 34) in which the employer asserted that there
were restrictions of both the place of employment and
work duties (job type), but the court clearly denied
both claims.

2 The judicial precedents subject to analysis are listed at the end of this paper.
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3. Factors for judging restrictiveness
1) Restriction on work duties (job type)

When judging the presence and degree of
restriction on work duties (job type), descriptions in
contracts, rules of employment, etc., are sometimes
taken as factors for judgment (Cases 11, 32 and 33),
as shown in Table VI-1. In many judicial precedents,
however, judgments focused on the actual working
situation of the worker in question or on the process
of hiring rather than these documentary descriptions.

The most numerous of these are cases in which
the presence and degree of restriction on work duties
(job type) are judged in terms of whether the worker
in question has actually continued to be engaged in
specific work or whether the worker has been
engaged in any other work, and, in the latter case,
how frequently the worker was engaged in other work
(Cases 1, 2, 3,5,7,9, 11, 13, 18, 22 and 34). These
are followed by cases focusing on the actual
deployment of allocation and transfers (Cases 9, 10,
13, 29, 33 and 35). Besides these, some cases focused
on the speciality level of the worker’s work duties or
status, namely the relative importance of the job type,

etc., within the company (Cases 20, 24 and 29),
differences compared to other job types in terms of
wage systems and labor conditions (Case 29), and the
fact that preferential treatment was received (Case
30).

In many cases in which the presence and degree of
restriction on work duties (job type) are judged with
focus on the process of hiring, the motivation and
purpose of hiring from the employer’s perspective are
taken as factors for judgment (Cases 6, 10, 12, 30 and
33). In others, factors for judgment are the
educational and professional background of the
worker in question (Case 5) or the background to
application for a post in which a worker reached the
stage of hiring interview through a job introduction
agency (Case 35). In Case 35, the judgment also took
account of how the worker’s ability and experience
were evaluated by the employer at the time of hiring.
In another case (Case 20), the difference in hiring
procedure compared to other job types was taken into
account.

Table VI-1
Case No.
Educational and professional background, etc. 5
. Process of applying 35
Process of hiring — - } .
Motivation and purpose of hiring from the employer’s perspective |6, 10, 12, 30, 33
Others 20,35
Description in
contract, rules of 11,32,33
Work | employment, etc.
(job Actual working situation (whether the worker has continued to be 1235791113
type) engaged in specific work or has been engaged in other work, and 189234
. the degree thereof) 1o
ﬁglt;?ilovxorkmg Actual deployment of allocation and transfers 9,10,13,29, 33,35
treatment, etc. Relative importance of the job type, etc., within the company 20, 24,29
Difference with other job types in wages and labor conditions 29
Preferential treatment 30

Source: Compiled by author
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2) Restriction on the place of employment

When judging the presence and degree of
restriction on the place of employment, compared to
judgments on the restriction on work duties (job
type), there are more cases in which statements in
contracts, rules of employment, etc., are given as
factors for judgment (Cases 16, 21, 23, 25 and 28), as
shown in Table VI-2. On the other hand, as with
judgments on the restriction on work duties (job
type), there are also many cases in which the focus is
on the actual working situation, i.e. whether the
worker had continued to be engaged in specific work
(Cases 15 and 34), the actual deployment of
allocation and transfers (Cases 19 and 23), and
differences compared to other job types (Case 23).
Besides these, as characteristic factors when judging
the presence and degree of restriction on the place of
employment, in relation to the process of hiring, there
were many cases (Cases 15, 16, 17, 23 and 28) in
which the focus was on the person authorized to hire
the worker in question, or who essentially decided the
hiring (for example, the authority to hire was given
to, or the decision to hire was essentially made by, the
branch manager level rather than Head Office). There
were also two cases (Cases 15 and 20) in which the
personal circumstances of a worker were taken into
account in connection with employment with
restriction on the place of employment.

Table VI-2
Process of hiring
Statements in contracts,
Place of |rules of employment, etc.
employment

Actual working situation,

Worker’s personal
circumstances

Person authorized to hire or person deciding hire

Analysis of Case Law on Dismissal of Restricted Regular Employees

4. The impact of restrictiveness on legal
judgments
1) General discussion

As is well known, a “legal principle of economic
dismissal” has been established at the level of case
law. Under this principle, judgments on the legality of
economic dismissal are based on four requirements
(or factors): the need to reduce personnel, efforts to
avoid dismissal, the rationality of selection, and the
appropriateness of procedures.

A premise to be highlighted in this respect is that,
of the 35 judicial precedents targeted for analysis as
economic dismissal cases, there is not one that clearly
states as a general principle that “the legal principle
of economic dismissal [a framework for judgment
based on the four requirements (four factors)] is not
adopted on account of restrictiveness.” If anything,
22 of the 35 economic dismissal cases (Cases 2, 3, 9,
12, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 27, 28,
29, 32, 33, 34 and 35) are construed as making
judgments based on the legal principle of economic
dismissal [the framework for judgment based on the
four requirements (four factors)].

In the other 13 cases, however, no general
principle on the relationship between restrictiveness
and the legal principle of economic dismissal is
mentioned. Therefore, even though it is unclear
whether the framework for judgment used in these
cases is based on restrictiveness, these can be

Case No.
15,16, 17,23, 28

Scope of recruitment 16
Mid-career hiring 16
Others 25

16,21, 23, 25,28

Actual working situation (that the worker has continued 15 34
to be engaged in specific work) !

etc. Actual deployment of allocation and transfers 19,23
Difference with other job types 23

15,20

Source: Compiled by author
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construed as judicial precedents using a framework
for judgment that differs from judgments based on the
four requirements or four factors of economic
dismissal. Of these, 6 cases (Cases 4, 5, 8, 10, 11 and
13) adopted methods of judgments which, although
including factors included in the four requirements
(four factors) in their standards for judgment, took
account of other factors or did not take account of
specific factors, etc., and used standards that could be
construed as a framework differing from that of
judgments based on the four requirements (four
factors). Besides these, there were 3 cases (Cases 1,
14 and 31) in which the judgment was loosely based
on whether there were grounds for dismissal, and
another 3 cases (Cases 6, 7 and 30) in which the
judgment was based on whether dismissal rights had
been abused (without adopting the framework of the
legal principle of economic dismissal).

Moreover, as stated in 2) onwards, there are cases
in which, irrespective of the framework for judgment,
restrictiveness concerning the worker in question may
be evaluated as having a certain impact when making
more specific legal judgments, such as the extent to
which mandatory efforts to avoid dismissal were
made. Even in these cases, however, it should be
pointed out that courts tend to make general
judgments on the appropriateness of dismissal, taking
account not only of the nature of “restrictiveness”
and the impact this has on mandatory efforts to avoid
dismissal, etc., but also of other factors pertaining to
the case in question, such as the need to reduce
personnel or the appropriateness of procedures.

2) Efforts to avoid dismissal

In specific judgments on cases where the impact
of restrictiveness can be discerned, the most common
impact is that on judgments related to efforts to avoid
dismissal.

A. Judgments restricting the scope for considering
redeployment, etc.

As the impact of “restrictiveness” in connection
with economic dismissal cases, the most typically
observed restriction is that on the scope within which
the employer should consider redeployment, etc., as
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an effort to avoid dismissal, as a consequence of
restrictiveness concerning the worker in question. In
terms of judicial precedents, statements to this effect
are made in Cases 1, 3, 4, 19 and 33.

A typical example of this is Case 1, in which the
economic dismissal of “on-site” or blue-collar
workers engaged in construction site work was
contested. In this case, the court stated that “If the
plaintiff workers and other employees engaged in site
work were to be redeployed to other divisions, it
would be reasonable for the targeted job type to be
restricted to site work and other special positions of a
similar job type to this”, but in that “site work and
special positions in other divisions were overstaffed
at the time, and there was no prospect of positions
becoming vacant in the near future”, judged that
“they clearly became surplus to requirements - as
there was no demand for labor power in other
divisions, and moreover, there could be no
expectation of such demand arising in the near
future”.

However, something to be borne in mind in
connection with these examples is that there are
relatively few cases in which there has been a
straightforward link from restriction on work duties
(job type) to restriction on the scope for considering
redeployment, etc. In many cases, for work duties
(job type) and others where redeployment is feasible
(as claimed by the workers), the result has been a
judgment restricting the scope of efforts to avoid
dismissal, combined with factors such as
circumstances making redeployment objectively
difficult.

A typical example of this is Case 4, in which full-
time teachers in an electrical engineering department
as surplus personnel contested their dismissal on
economic grounds, brought about with the closure of
the department when pupil recruitment for the
department was discontinued. The court’s ruling in
this case, in response to the workers’ assertion that
the employer should have taken the measure of
making the teachers acquire licenses in a new subject
enabling them to be redeployed there, was that even
if such a measure had been taken, the workers “could
only use a small amount of lesson time in the first
place and there was no manifest obligation --- to




transfer this to the other department” (Underlining by
author).

B. Judgments construed as adopting the position that
“The obligation to redeploy or make other efforts
to avoid dismissal is not restricted on account of
restrictiveness (or, at least, the obligation to make
efforts to avoid dismissal is not extinguished)”

Judgments that “restrict the scope within which
the employer should consider redeployment, etc., as
an effort to avoid dismissal, as a consequence of
restrictiveness concerning the worker in question” are
made in some cases, as in a. above. However, in
economic dismissal cases, there are numerous
examples construed as adopting the position that “The
obligation to redeploy or make other efforts to avoid
dismissal is not restricted on account of
restrictiveness”, or “The obligation to make efforts to
avoid dismissal is not extinguished” (Cases 7, 10, 11,
14, 15,17, 18, 21, 23, 27 and 28).

A typical example is Case 23, in which the
workers were hired by the Kawasaki Factory and
engaged in work such as making raw noodles in the
factory, under the system of daily wages paid on a
monthly basis, but were dismissed on economic
grounds upon the closure of the Kawasaki Factory. In
this case, the court, though deeming that “Under the
labor contract, the place of employment is thought to
have been restricted to the Kawasaki Factory”, stated
nevertheless that “This merely means that workers
paid daily wages on a monthly basis ® could not be
made to work in a location other than the Kawasaki
Factory without their consent, and should not be
construed as constituting grounds for reducing the
scope of efforts to secure employment, which the
defendant employer should offer to workers who are
paid daily wages on a monthly basis in the event of
closure of the factory”, and furthermore that “As they
have entered employment contracts with no fixed
term and have worked in the Kawasaki Factory for
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many years to date, their expectation of continued
employment is no different from that of workers paid
monthly wages, and in view of the fact that there are
no circumstances under which the business situation
of the defendant employer has deteriorated, the
defendant employer should, on closing the Kawasaki
Factory, make maximum possible efforts to secure
employment for the plaintiff workers” .

Of course, even if such judicial precedents are
construed as adopting the position that the obligation
to redeploy or make other efforts to avoid dismissal is
not restricted on account of restrictiveness, specific
judgments on the cases in question sometimes reach
the conclusion that limits on the work competency of
the worker in question, derived from the
restrictiveness concerning the worker, combine to
make redeployment impossible as a result.

A typical example is Case 15, in which a worker
who had been working in the Nagano Branch since
joining the company contested dismissed on
economic grounds upon the closure of the branch due
to declining orders and technical innovation. In this
case, the court offered the interpretation that the
intention of both employer and workers was that “The
plaintiff worker's place of employment would be the
Nagano Branch as long as the Nagano Branch
remained in existence”, but stated nevertheless that
“This dismissal cannot be described as manifestly
valid just because the closure of the Nagano Branch
was inevitable, and in this case, in which the plaintiff
worker wished to be redeployed at Head Office, if the
possibility of redeployment could be affirmed,
moreover, it should be said that the plaintiff worker
does not correspond to a ‘redundant worker --- in the
rules of employment --- and there cannot be said to
be ‘unavoidable business-related circumstances’”.
However, considering the factual relationships in this
case, in that “It is not easy for the plaintiff worker to
carry out editing work at Head Office -+ and even
sales work ... had only been undertaken in
conjunction with other work, with no conspicuous

3 Workers whose wages are calculated on a daily basis, with the total accumulated per month paid on a specific monthly payment
date (pay day). Here, this refers to workers employed under a system of daily wages paid on a monthly basis by the defendant

employer.
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success, redeployment to the Sales Department would
be difficult in view of this”, the court ultimately
denied the possibility of redeployment as an effort to
avoid dismissal, in that “Considering the defendant
employer’s business situation, the work volume, and
the plaintiff worker’s history, it has to be said that the
plaintiff worker’s redeployment would have been
markedly difficult”.

C. Judgments restricting the scope of offering
voluntary termination

Next, a judicial precedent restricting the scope of
offering voluntary termination was found in just one
case.

Namely, in Case 16, a worker who was hired as a
clerical worker in the Osaka Branch contested
economic dismissal upon the closure of the Osaka
Branch due to poor business performance. In this
case, the court ruled that the employer could not be
seen as under obligation to offer voluntary
termination in its Tokyo Branch, as not only were the
scope of business activity and trading partners of the
Osaka Branch different from those of the Tokyo
Branch and the Osaka Branch had independent profit
accounting, but also there was an agreement on
restriction on the place of employment concerning the
worker, and there was no plan for redeployment.

D. Judgments seeking efforts such as education or
training for redeployment (with the aim of
avoiding dismissal)

As stated in a. above, situations in which it is
difficult to redeploy workers with the aim of avoiding
dismissal can arise when the workers are employed
with restricted work duties (job type), causing
limitations on work competency or similar. In such
cases, some judicial precedents (Cases 2, 5, 21 and
22) have sought that the employer make efforts for
education, training, etc., with a view to facilitating
redeployment to avoid dismissal.

A typical example is Case 5, in which a worker
who had been working as a welder contested
economic dismissal on grounds of refusing a transfer
when the Kawasaki Factory was converted to a
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subsidiary. In this case, the employer asserted that,
although a job that could be given to the worker by
changing the job type or secondment in itself existed
in the employer or secondment host, if such a job
were given to the worker, the employer would have to
pay the worker’s wages during the period required to
master the new job type, or the difference in wages
compared to the secondment host, and that even if
training were carried out with a view to changing the
job type, there was no need to fill vacancies or
increase staff in the department where the worker
worked. In response to this, the court held that “The
existence or lack of a job should be judged not only
in terms of whether a job commensurate with the
person’s wage currently exists, but also, based on the
company’s business situation at the time and future
prospects, whether it would be reasonable to find a
job and to continue to employ the worker by changing
the job type”. Moreover, the court pointed out (among
others) that “It cannot be acknowledged that the
plaintiff worker has no adaptability to a change of job
type, and judging from the defendant employer’s
employee scale, not only is it clear that sooner or later
vacancies will arise through natural attrition, etc., but
it is even conceivable that staff increases will be
required as a result of an economic upturn or
expansion of the business content, etc.”, and thus
judged that the employer “could continue to employ
the plaintiff worker by changing the job type, and the
expenses necessary for this change of job type should
be seen as unavoidable” (underlining by author).

In judicial precedents making this kind of
judgment, however, it must be borne in mind that
consideration is often given to factors such as the
level of necessity to reduce personnel in the case in
question, or the overall business situation of the
company concerned.

A typical example is Case 22, in which workers
who had been working in a computer room contested
their economic dismissal upon the closure of the
computer room as an unprofitable division. In this
case, the court held that “After the closure of the
computer room, the plaintiff workers could
conceivably have been redeployed in the sales
division ... but because ‘- the plaintiff workers ...
only had experience of work such as typography and




computerized typesetting, and none had experience of
outside work ... it is not beyond comprehension that
the defendant employer would hesitate to redeploy
the plaintiff workers in the sales division”, but
pointed out nonetheless that “The defendant employer
... Is a company with spare capacity, and even if there
was a need to reduce personnel, the need was not
particularly pressing”, and in addition, also taking
account of the fact that workers with experience of
printing work are generally capable of engaging in
sales, ruled that “In that, amid the process leading to
dismissal, redeploying the plaintiff workers in sales
posts was not considered or proposed at all, when
judged overall in combination with the urgency of the
need to reduce personnel, it is difficult to evaluate
that mandatory efforts to avoid dismissal were
discharged” .

E. Judgments seeking efforts to maintain employment
in a given location through secondment, education
and training, etc., because dismissal avoidance
measures by relocating the place of employment
alone do not suffice when the work undertaken by
a worker employed under restriction on the place
of employment no longer exists in that place of
employment

In cases when the work undertaken by a worker
employed under restriction on the place of
employment no longer exists in that place of
employment, dismissal avoidance measures through
redeployment could conceivably take one of two
forms, namely (1) relocation to another place of
employment, etc., where the work in question exists,
and (2) relocation to other work, etc., in the original
place of employment. Here, there are judicial
precedents stating that, when measure (1) does not
suffice, relocation to other work, etc., should be
attempted instead while maintaining the restriction on
the place of employment, and that in some cases
efforts such as education and training are required to
this end.

A typical example is Case 21, in which workers
were engaged in accounting and general clerical work
in the Tohoku Sales Office as regular employees on
the “local staff,” and also dealt with accounting and
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general clerical work for subsidiaries, but were
dismissed on economic grounds upon the closure of
the Tohoku Sales Office, because not only had the
assigned work ceased to exist but also no position
could be secured in affiliated companies within a
commutable range. When the economic dismissal was
contested, the employer asserted that a proposal for
transfer or secondment to an affiliate in the Kansai
region had been made, but the workers had refused
this and had therefore been dismissed on economic
grounds. In response to this assertion, the court held
that “The plaintiffs cannot likely be thought to have
had difficulty in converting (from their accounting,
clerical and other work duties) to sales staff (in an
affiliate in the Tohoku region), and consideration
should at least have been given to trialing the plaintiff
workers as sales staff to ascertain if they had aptitude
for such work”, and ruled that “Because it should be
said that there was clearly little likelihood that the
plaintiff workers, who had families and would be
unlikely to move home for their work in the first
place, would accept the proposal (for transfer or
secondment to the Kansai region) --- this cannot be
seen an important circumstance proving that efforts
were taken to avoid dismissal”.

A contrasting example is Case 31, in which a
worker had entered an employment contract
specifying sales clerical work in the job description
and was working in the Sapporo Branch, but was
dismissed on economic grounds on grounds that the
branch’s clerical work would cease to exist with the
merger and discontinuation of sales branch work.
When this was contested, the worker’s assertion of
restriction on the place of employment was denied,
and on the premise that it was acknowledged that the
worker’s place of employment was not restricted, the
conclusion was drawn that economic dismissal was
unavoidable as the worker had refused redeployment
to the Tokyo Head Office as a dismissal avoidance
measure accompanying the discontinuation of sales
clerical work in the Sapporo Branch.

3) On the need to reduce personnel

As stated in 2), of cases in which specific
judgments seem to have been impacted by
restrictiveness, the common impact is on judgments
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concerning efforts to avoid dismissal. Besides these,
however, some judicial precedents have also taken
account of restrictiveness as a factor justifying the
need to reduce personnel (Cases 4, 9, 13 and 29).

A typical example is Case 29, in which workers
were engaged in home remedy distribution work as
distributors in a home remedy distribution business
undertaken by their company’s Tochigi Prefecture
Headquarters. When the home remedy distribution
business of the Tochigi Prefecture Headquarters was
transferred to a subsidiary, they were offered transfers
or voluntary termination, but did not accept, and so
were dismissed on economic grounds, which they
contested. The court judged that “It can be seen as
reasonable for the Tochigi Prefecture Headquarters ---
of -+ the defendant employer ... to transfer its home
remedy distribution business to another company ...
and in view of the fact that the work content and labor
conditions of distributors engaged in home remedy
distribution work were different from those of regular
employees, it can be seen as necessary to target
distributors involved in the business for personnel
cuts accompanying the transfer of the business”.

4) On the rationality of selection

Besides the above, some judicial precedents take
account of restrictiveness as a factor justifying the
rationality of selection (Cases 4, 9, 13, 24 and 33). A
typical example is Case 33, in which the worker, who
was working as a professor in a Department of Health
and Welfare (Special Course in Living and Welfare)
contested dismissal on economic grounds due to the
closure of the Special Course in Living and Welfare.
The court ruled that “The employment contract
(between the plaintiff worker and the defendant
employer) included an agreement on restriction on
job type to Professor of the Special Course in Living
and Welfare, and in view of the speciality of a
university professor and the difference between the
level of speciality of the Special Course in Living and
Welfare and that of other faculties and departments, it
can be deemed reasonable that the plaintiff worker, as
a professor in the closed faculty (department), was
selected for dismissal upon the closure of the Special
Course in Living and Welfare, rather than a professor
in another faculty”.
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5) Judgments that could be construed as simply
justifying the dismissal of the worker in question
as reasonable, in view of restrictiveness [i.e. not
(substantially) considering the “four
requirements” (four factors)]

As stated in 1) above, even in economic dismissal
cases involving restriction on work duties (job type)
or the place of employment, judgments are usually
based on the framework of the legal principle of
economic dismissal [the “four requirements” (four
factors)]. Nevertheless, though few in number, some
judicial precedents (Cases 6, 12, 26 and 30) reach the
simple conclusion, in view of the restrictiveness
pertaining to the worker in question, that the dismissal
is justified as reasonable (i.e. they conclude that
dismissal is unavoidable as previously restricted work
duties have ceased to exist).

In cases such as these, however, it should be borne
in mind that, rather than “work duties” or “job type”
being restricted, the judgment could be construed as
being premised upon employment for the purpose of
engagement in even more restricted purposes (work).
For example, Case 6 concerns an employment
contract entered for the purpose of appointing the
General Manager (CEO) of a subsidiary and assigning
responsibility for the lease business. Similarly, Case
30 concerns a worker who was headhunted as the
President of a Chinese local subsidiary. In both cases,
dismissal resulted from the company’s withdrawal
from the business in question.

Section 2 Cases of Dismissal Due to
Insufficient Ability

1. Classification of cases

Restriction on work duties (job type) was the
problem in all 26 analyzed precedents in cases of
dismissal for insufficient ability. Unlike economic
dismissal cases, there were no cases in which
restriction on the place of employment was the
problem.

2. Whether the restriction is explicitly stated
Compared to economic dismissal, there were
somewhat more cases in which the restriction on
work duties (job type) was explicitly acknowledged,
using expressions such as “specifying the status in



terms of work duties” or “restricting work duties (job
type),” in judicial precedents analyzed as cases of
dismissal due to insufficient ability. This was found in
11 of the 26 cases (Cases 36, 38, 40, 41, 43, 44, 47,
53, 54, 59 and 61). The reason for this is thought to
be that, in cases of dismissal due to insufficient
ability, the plaintiffs are often doctors, professors and
others working in highly specialized positions.

On the other hand, there were 14 cases (Cases 37,
39, 42, 45, 46, 48, 50, 51, 52, 55, 56, 57, 58 and 60)
in which, although restriction on work duties (job
type) was not explicitly acknowledged, the court can
be construed as having made a judgment on the
premise of an implicit restriction.

Besides these there was also 1 judicial precedent
(Case 49) in which, although the restrictiveness of
work duties (job type) was explicitly denied,
differences were stated in the judgment on the legality
of dismissal due to insufficient ability based on
whether or not work duties (job type) were restricted.
This case is included in the analysis by this paper
because it was thought that it could act as a reference
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case (on this point, see 4. (4) a. below).

3. Factors for judgments on restrictiveness
Meanwhile, as concerns factors for judging
restrictions on work duties (job type), a characteristic
feature of cases of dismissal due to insufficient ability
compared to economic dismissal cases is that the
majority focus on factors for judgment related to the
process of hiring. In particular, as Table VI-3 shows,
the courts focus on issues such as the educational
background, professional background and ability of
the workers themselves, details given in recruitment
advertisements, the employer’'s motivation and
purpose in hiring the worker in question, the
worker’s perception of the ability expected for the
work duties (job type) in question, and explanation by
the worker as to whether he or she has the ability
expected for the work duties (job type). As such, there
is an apparent tendency to judge whether the parties
to a labor contract intended to restrict the work duties
(job type) performed by the worker in question.
Also, though representing just one case of

Table VI-3
Case No.
Educational & professional background, 38, 39,41, 42,
ability (language ability) etc. 50,52
Details in recruitment advertisement 41,50, 59, 60
Motivation and purpose of hiring from the 38, 40, 45, 50,
employer’s perspective 52,59, 60
Hiring test for other job type in mid- 36
- employment
Process of hiring } . -

Worker's perception (of expected ability, etc.) |38, 40,41, 59
Mid-career hiring 38, 50,52

Work Worker's explanation (of job type and ability

Ejob ) etc) 39,42, 45,52

e
yp Promise of preferential treatment 38, 40, 42

Description in contract, etc. 55,58
Difference with other job types in wages

Actual working situation, treatment, etc. and labor conditions 36,55
Preferential treatment 40, 45, 59
Format of claim (claim to confirm specific status) 38
Nature of personnel system 41,54
Others 37,52

Source: Compiled by author
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dismissal on grounds of insufficient ability, there was
one case in which the format of the claims made in
the law suit was highlighted as one factor for
judgment when acknowledging a restriction on work
duties (job type). Namely, in Case 38, the plaintiff
worker was not merely seeking confirmation of the
existence of a contractual relationship but was also
seeking confirmation that the worker had the status of
Manager of Human Resources Headquarters in the
employer. In view of this, the court held that “It can
be construed that (the parties) themselves
acknowledge that this (labor) contract was a contract
that specified the status as Manager of Human
Resources Headquarters”, and thus judged that “It is
reasonable to construe that this contract is an
employment contract specifying the status as Manager
of Human Resources Headquarters’ .

In two rather more unusual cases (Cases 41 and
54), the problem was that workers employed in Japan
to work in a US air base were dismissed due to
insufficient ability. In these cases, the court deemed
the workers in question to have specific restrictions
on work duties (job type). This is because, in US air
bases in Japan, workers are hired to perform specific
work duties for each position; the personnel system
adopted in principle is that, once a person is hired,
unless they reapply and are hired for a different
position, they are not able to perform other work
duties.

4. The nature of the impact of restrictiveness
on legal judgments
1) General discussion
Firstly, as a premise, it is extremely rare for the
framework for judgments on the legality of dismissal
to be clearly stated as a general theory in cases of
dismissal due to insufficient ability, unlike in
economic dismissal cases. The only example in which
a general theory is stated is Case 61. Here, on whether
or not there are “objectively reasonable grounds”
(Labor Contract Act, Article 16) in an insufficient
ability dismissal case, the court judged that “... As to

whether there are ... ‘objectively reasonable grounds’

for dismissal due to a decrease in work ability or
aptitude, a decision should first be based on an overall
appraisal of circumstances such as whether, under the
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labor contract, a decrease in work competency is so
serious that continued employment under the labor
contract cannot be expected, having studied the
content of the work competency required of the
worker in question, or whether the employer
encouraged the worker to make improvements or
corrections or gave opportunities for efforts or
reflection but no improvement was made, or whether
there are any prospects for improvement through
guidance in future”.

As a result, in cases of dismissal due to
insufficient ability, rather than stating special general
theories, the vast majority of judicial precedents make
simple judgments on the applicability of grounds for
dismissal or whether there has been abuse of
dismissal rights (under the rules of employment). Of
course, in terms of specific judgments on the
applicability of grounds for dismissal or whether
there has been abuse of dismissal rights, the impact of
restrictiveness can be discerned in several patterns.

2) On judging the applicability of grounds for
dismissal

Firstly, the most common pattern found in judicial
precedents was that in which the applicability of
grounds for dismissal in rules of employment was
judged strictly from the worker’s perspective (=
toward a tendency to recognize the applicability of
grounds for dismissal) in accordance with the height
of expectation or ability required of the restricted
work duties (job type) (Cases 36, 38, 39, 40, 42, 43,
45, 46, 51, 52, 53, 58 and 61).

A typical example is Case 38, in which a worker
who had been employed with the status in work
duties specified as Manager of Human Resources
Headquarters was dismissed based on a provision in
the rules of employment (Rule 7: “If the employee’s
work performance or efficiency is extremely bad, and
it is deemed inappropriate to continue employment”),
and the dismissal was contested. The worker asserted
that, for this Rule 7 to be applied and the worker to be
dismissed, the worker’'s work performance or
efficiency would have to be exceptionally poor, there
would have to be no chance of correcting this or
reassigning elsewhere, etc., and there would have to
be no other option but to remove the worker from the



employer. In response to this assertion, the court ruled
that “Since this contract ... is an employment contract
specifying the status of Manager of Human Resources
Headquarters, ... the judgment on whether the work
performance or efficiency can be described as
extremely bad is not a judgment going as far as
whether the work performance or efficiency is
extremely bad as ‘an ordinary employee’, but it
would suffice to consider whether or not it falls under
Rule 7 based on standards defining the work
performance or efficiency required of the status of
Manager of Human Resources Headquarters ...”

3) Ondismissal during a probationary period

Next, though involving only one case, there was
an example that explained the justification behind
setting probationary periods for screening aptitude
and reserving broad termination rights during that
period when hiring workers restricted to high
positions.

That is, in Case 37, a worker who was hired as a
high-ranking employee under the title of “A-rank
employee,” engaged in PR work in the Media Room
of the EC Delegation to Japan, contested the decision
not to hire on completion of a probationary period. In
this case, the court ruled that “... for (the defendant
employer) to set a probationary period to screen
aptitude and reserve termination rights when hiring a
high-ranking employee such as the above can be seen
as having stronger rationality compared to cases when
this kind of employment format is not adopted, and it
should be said that the exercise of termination rights
reserved in this contract can be broadly recognized to
a certain extent”.

4) On dismissal avoidance measures

Furthermore, the restriction on work duties (job
type) also has a certain effect on the scope of
dismissal avoidance measures to be taken by the
employer prior to dismissal.

A. Judgments deeming redeployment to another job
type or demotion unnecessary or impossible

As in economic dismissal cases, when workers are
employed without restriction on work duties (job
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type), the employer is also required to take dismissal
avoidance measures prior to dismissal in cases of
dismissal due to insufficient ability. In Case 49, the
court ruled that “"When a worker who has been
employed with restriction on the job type or work
content becomes unable to perform that work, or the
department to which the worker is allocated actually
does not exist, the worker is no longer able to provide
performance in accordance with the spirit of the
obligation, and this inevitably constitutes grounds for
dismissal”, but also that “When a worker is
conversely employed without specific job type or
work content, even if the provision of labor related to
the work actually ordered to be carried out is
inadequate, it should be considered whether there is
work to which the worker can actually be allocated,
taking account of the worker's ability, experience,
status, the scale and industry of the employer
(company), the actual situation of worker allocation
and transfers, etc.”.

By contrast, there were several cases of dismissal
for insufficient ability of workers employed with
restricted work duties (job types), in which
redeployment (or demotion) as a dismissal avoidance
measure was deemed unnecessary (Cases 38, 40, 50
and 59). A typical example is Case 38, in which a
worker employed with the specified status of Manager
of Human Resources Headquarters in work duties
was dismissed due to insufficient ability and contested
the dismissal. In this case, the worker asserted, on
grounds of a provision in the rules of employment (
“The company may order the redeployment or
transfer of employees at its own judgment”), that if
the worker had aptitude for a status in work duties
other than the Manager of Human Resources
Headquarters, the employer would bear an obligation
to carry out redeployment, etc. In response to this
assertion, the court ruled that “ ... this employment
contract is a contract concluded with attention to (the
plaintiff worker’s) educational and professional
background, specifying the status of Manager of
Human Resources Headquarters, and (the plaintiff
worker) would not have wished to take up
employment with the company if the position offered
had been a general human resources post rather than
Manager of Human Resources Headquarters, while
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(the defendant employer) would not have wished to
hire (the plaintiff worker) for a position or work
duties other than those of Manager of Human
Resources Headquarters ... among other points, and
therefore that “If ... (the defendant employer) judged
(the plaintiff worker) to be unsuitable as Manager of
Human Resources Headquarters, it would be
reasonable to construe that there would be no
obligation to assess aptitude for different positions or
job types anew in accordance with --- the rules (of
employment), or to order redeployment to the
department in question, etc.” .

Alongside these, moreover, there are no few cases
in which redeployment as a dismissal avoidance
measure is judged impossible in reality on grounds of
a restriction on work duties (job type) (Cases 43, 44,
48, 56 and 57). For example, in Case 48, in which a
dentist contested dismissal due to insufficient ability,
the court deemed that one factor when making a
general consideration was that “(the plaintiff worker)
was employed by (the defendant employer) in the
specialist profession of a dentist and could not be
redeployed to other workplaces”, and concluded that
“It cannot be said that dealing with (the plaintiff
worker) by means of dismissal goes as far as lacking
appropriateness in general societal terms” .

Of course, there are also judicial precedents
stating that when the speciality of the work
undertaken by a worker is not of a high level, the
employer’s obligation to make efforts to avoid
dismissal is not diminished. That is, in Case 55, in
which a taxi driver contested dismissal due to
insufficient ability, the court stated that “... For
example, if a person who was a doctor loses his or her
doctor’s license, dismissal would be construed as
unavoidable to a certain extent as the person could
obviously not be redeployed as a hospital clerk ...
(but), for work that has hardly any speciality,
redeployment is possible to a certain extent,
depending on the employer’s need, and even if
specific work cannot be performed, the worker cannot

be dismissed and should be employed in another job
type”. On this particular case, the court deemed that
“The Class 2 license * is a qualification that can be
acquired by anybody with average ability, and cannot
be said to be a qualification that requires a high level
of speciality”, and judged that “This must be said to
negate the question whether an employer can
terminate a contract by dismissal or other means as a
matter of course when a taxi driver can no longer be
engaged in that work” .

In addition to this, moreover, in some cases of
dismissal due to insufficient ability where a decrease
in ability is caused by an industrial accident, it is
explained that the scope of obligation to make efforts
to avoid dismissal is not diminished even when there
was an explicit restriction on the work duties (job
type). An example of this is found in Case 47, in
which a flight attendant, who was involved in a road
accident while traveling in a taxi arranged by the
employer for work purposes, was judged unfit in
training for a return to work having been away from
work through leave or absence for more than four
years, and was dismissed due to insufficient ability.
When the dismissal was contested, the court ruled
that “When a worker has been employed with
restrictions on the job type or work content, and then
becomes unable to perform that work, if a department
to which the worker could be allocated does not exist,
the worker is no longer able to provide performance
in accordance with the spirit of the obligation, and
therefore this inevitably constitutes grounds for
dismissal. ... However, even if a worker cannot be
returned to the original work immediately after a
period of leave or absence, if there is no decrease in
the worker’s basic working ability, and the
circumstances of the inability to return to the original
work is only a temporary result of the leave or
absence, such as a lack of knowledge for being
assigned specific work due to a change in machinery
or equipment while on leave, and it would be possible
to return to a state in which the original work could

4 One of the license categories under Japan's Road Traffic Act. Required when intending to drive a bus, taxi or other passenger
vehicle for passenger conveyance (i.e. when carrying out commercial activity by carrying passengers in a passenger vehicle with
a commercial numberplate), when driving a customer’s vehicle as a designated driver, or in other words when driving a vehicle by

way of executing a passenger conveyance contract.
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be resumed after a short time, it cannot be said that
the worker is no longer able to provide performance
in accordance with the spirit of the obligation, and the
grounds for dismissal provided in the rules of
employment above should also be construed as
carrying the same purport. Of course, the employer
may, in return for paying wages to the worker after
the return to work, demand the provision of labor
commensurate with this, but even when it is not
possible to return to the original work immediately,
when it possible to return in a relatively short time, in
view of the situation leading to the leave or absence,
the scale and industry of the employer, the actual
circumstances of worker allocation, etc., it should be
said that the employer is required to provide a short
period of preparation for returning to work, and take
educational measures and others under the principle
of good faith, and it should moreover be said that the
employer cannot dismiss the worker without taking
such good faith measures” .

Meanwhile, as stated in 3. above, in the case
where the problem lay in the dismissal due to
insufficient ability of a worker employed in Japan to
work in a US air base, the worker’'s work duties (job
type) had an explicit restriction due to the personnel
system adopted by the US air base. Nevertheless,
when dismissing such a worker on grounds of
insufficient ability, the measures (procedures) to be
adopted are prescribed in Chapter 10 Section 4a of
the Master Labor Contract (MLC) between Japan and
the USA. As such, the courts merely judge whether or
not the measures (procedures) prescribed in Chapter
10 Section 4a of the MLC have been adopted in
relation to dismissal avoidance measures and others
for cases such as this (on this point, Case 41 is an
example where dismissal was deemed valid, and Case
54 an example where it was deemed invalid).

B. Judgments deeming education or training
measures unnecessary

Furthermore, in cases of dismissal due to
insufficient ability of workers employed with
restricted work duties (job types), there were two
cases in which the implementation of education or
training as a dismissal avoidance measure was

Analysis of Case Law on Dismissal of Restricted Regular Employees

deemed unnecessary (Cases 50 and 58).

In Case 50, for example, the worker was employed
as the Director of a Technology Center’s Quality
Management Division, and contested dismissal based
on a provision in the rules of employment (“When
there is no sincerity in work execution, knowledge,
skills or efficiency have markedly deteriorated, and
there are deemed to be no future prospects”). In this
case, the court ruled that “This is a case of mid-career
hiring, in which attention was focused on --- (the
plaintiff worker’s) professional background ... the
worker was hired on the terms of a Grade 1 Director
with responsibility for overseas clients in the Quality
Management Division, based on the judgment that the
worker was an immediately deployable human
resource equipped with the Japanese and English
language ability and quality management ability
necessary for the work, and (the plaintiff worker) was
employed in understanding of that fact. As such,
unlike cases of new graduate hiring on the premise of
long-term employment, this is not a case in which
(the defendant employer) ... should equip the worker
with the necessary ability through education, or
consider redeployment to a completely different
department such as reception or odd jobs if there is
no aptitude. If a worker is completely lacking in the
ability expected when employed, and makes no
attempt to improve this, dismissal is the inevitable
results, and it would be reasonable to construe the
provisions of the rules of employment ... as having
the same purport” (Underlining by author).

C. Judgments deeming prior cautions, guidance or
warnings unnecessary

Finally, particularly in cases contesting the
dismissal of doctors due to insufficient ability, there is
an apparent tendency for the courts to recognize the
validity of dismissal even when the employer has
given no prior cautions, guidance or warnings (Cases
51 and 56; and though not involving a doctor, Case
59 also fits this pattern).

A typical example is Case 56, in which a Head
Physician contested dismissal due to insufficient
ability. In this case, the worker asserted that the
dismissal lacked appropriateness in general societal
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terms, as the employer had not given the worker
specific guidance or cautions. Against this assertion,
the court ruled that “In view of the position in which
... (the plaintiff worker) ... was placed, as a clinician
in contact with patients and as a doctor belonging to
(the defendant employer) which undertook medical
practice as an organization, appropriate behavior and
medical action are a natural presupposition, and are
not matters that require further cautions. As such, it
would not be reasonable to emphasize the fact that
(the defendant employer) had not given (the plaintiff
worker) particularly specific or explicit cautions or
guidance”.

List of Judicial Precedents Subject to
Analysis

(Economic Dismissal Cases)

Case 1 US Air Force Tachikawa Base Case, Tokyo
District Court, December 1, 1978, 309 Rodo
Hanrei 14

Case 2 Sumitomo Heavy Industries Tamashima
Works Case, Okayama District Court
decision, July 31, 1979, 326 Rodo Hanrei 44

Case 3 Toyo Sanso Case, Tokyo High Court, October
29, 1979, 330 Rodo Hanrei 71

Case 4 Saeki Gakuen Case, Fukuoka High Court,
November 26, 1981, 326 Rominshu 825

Case 5 Chiyoda Corporation (Principal Action) Case,
Yokohama District Court, March 26, 1992,
625 Rodo Hanrei 58

Case 6 The Chase Manhattan Bank Case, Tokyo
District Court, March 27, 1992, 609 Rodo
Hanrei 63

Case 7 Kanchi-in House Case, Kyoto District Court
decision, November 15, 1993, 647 Rodo
Hanrei 69

Case 8 Scandinavian Airlines System Case, Tokyo
District Court decision, April 13, 1995, 675
Rodo Hanrei 13

Case 9 National Westminster Bank (First Temporary
Injunction Appeal) Case, Tokyo District
Court decision, August 17, 1998, 1690
Rokeisoku 3

Case 10 National Westminster Bank (Second
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Case 11

Case 12

Case 13

Case 14

Case 15

Case 16

Case 17

Case 18

Case 19

Case 20

Case 21

Case 22

Case 23

Case 24

Temporary Injunction) Case, Tokyo District
Court decision, January 29, 1999, 782 Rodo
Hanrei 35

All Japan Seamen’s Union Case, Tokyo
District Court, March 26, 1999, 1723
Rokeisoku 3

Kadokawa Culture Promotion Foundation
Case, Tokyo District Court decision,
November 29, 1999, 780 Rodo Hanrei 67
National Westminster Bank (Third
Temporary Injunction) Case, Tokyo District
Court decision, January 21, 2000, 782 Rodo
Hanrei 23

Mine Unyu Case, Osaka District Court,
January 21, 2000, 780 Rodo Hanrei 37
Hirokawa Shoten Case, Tokyo District Court
decision, February 29, 2000, 784 Rodo
Hanrei 50

Singapore Development Bank (Temporary
Injunction Appeal) Case, Osaka District
Court decision, May 22, 2000, 786 Rodo
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Systems and Practices Related to Hiring and Termination of Employment

in Japanese Companies, and Individual Labor-related Disputes
—from the "Fact-finding Survey on Employee Hiring and Firing”

| Thelncrease in Individual Labor-related
Disputes and Labor Contract Legislation

In a climate of diversifying employment formats,
workers’ labor conditions have come to be decided
or changed on an individual basis in Japan in recent
years, and individual labor disputes have been tending
to increase. Besides courts of law, means of resolving
disputes have been progressively enhanced in
procedural terms. For example, a system for settling
individual labor disputes under the Act on Promoting
the Resolution of Individual Labor-Related Disputes
started in 2001, while a system of labor tribunals
based on the Labor Tribunal Act has been in operation
since 2006. However, since there was no law that
prescribed civil rules on labor contracts in order to
resolve such disputes, the Labor Contract Act came
into force in March 2008. With this, basic rules on
labor contracts were established.

The system of resolving individual labor disputes
helps to prevent problems from arising between
individual workers and employers in relation to labor
conditions, workplace environments, etc., or to resolve
them quickly when they do occur. It consists of three
methods — “general labor consultation”, “advice or
guidance” from the Directors of Labour Bureaus, and
“mediation” by a Dispute Coordinating Committee.

In the labor tribunal system, a labor tribunal
consisting of one judge and two members with
specialized knowledge and experience of labor
relations examines individual labor disputes in a

maximum of three sessions, in principle. It then
attempts conciliation as appropriate, and when a
settlement cannot be reached through conciliation,
holds a labor tribunal in an attempt to resolve the
dispute flexibly according to the circumstances of the
case. If either of the parties raises an objection to the
labor tribunal, the tribunal’s decision ceases to be
valid, and the case is taken to court proceedings.

In this way, specialized administrative and judicial
procedures and services for resolving individual labor
disputes appear to have been developed with the
enactment of the Act on Promoting the Resolution of
Individual Labor-related Disputes and the Labor
Tribunal Act. Once a year, the Ministry of Health,
Labour and Welfare reports on the “Status of
Implementation of the Individual Labor Dispute
Resolution System”. In this, as well as describing the
state of use of these systems, it also shows, as
reference values, the numbers of newly filed labor-
related normal civil litigation cases and labor tribunal
cases. These are summarized in Table VII-1.
According to this, newly filed labor-related normal
civil litigation cases are in an increasing trend, rising
to the 3,000 case level since 2009. Labor tribunal
cases have also been on the increase since their
launch in 2006. Since the launch of the individual
labor-related dispute resolution system, moreover,
cases of general labor consultation (specifically,
individual labor dispute consultation in civil cases),
requests for advice or guidance and requests for
mediation have all been in an increasing trend.

1 Specifically, “general labor consultation” involves general labor consultation sections set up in Prefectural Labour Bureaus, etc.,
where specialist counselors respond to consultation on labor problems in one-stop fashion. “Advice or guidance” is a system
whereby the Director of the Prefectural Labour Bureau encourages individual labor dispute parties in civil law to settle disputes
independently, by suggesting directions for resolution to both parties. “Mediation,” finally, is a system seeking resolution of
disputes whereby lawyers, university professors and other members of the Dispute Coordinating Committee who are experts in
labor problems mediate between the parties and encourage dialog, and, when requested by both parties, presenting concrete

mediation proposals to be adopted by both.

2 “Individual labor disputes in civil cases” are disputes between individual workers and employers on working conditions and other
labor-related matters (excluding those pertaining to violations of the Labor Standards Act, etc).
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According to the most recent “FY2013 Status of
Implementation of the Individual Labor Dispute
Resolution System”, cases of general labor
consultation exceeded one million for the sixth
straight year, and although more or less on a par, still
remain at a high level. Specifically, there were
1,050,042 cases of general labor consultation in the
most recent year (2013), of which individual labor
dispute consultation in civil cases accounted for
245,783 cases. These break down into 59,197 cases
(19.7%) of “Bullying and harassment”, the largest
single type, followed by “Dismissal” with 43,956
cases (14.6%) and “Voluntary termination” with
33,049 cases (11.0%), among others.?

Table VII-2 shows a breakdown of individual
labor dispute consultation in civil cases since the
launch of the system. In terms of the different types
of consultation (lower figures in the table), the ratios
of “Dismissal” and “Worsening labor conditions”
have been decreasing while those for “Bullying and
harassment”, “Voluntary termination” and others
have been rising in recent years. In terms of numbers
of cases (top figure), we find that “Bullying and
harassment”, “Voluntary termination”, “Involuntary
termination” and “Forced termination”, among
others, are generally in an increasing trend.*

In the foregoing, we have confirmed that
individual labor-related disputes have been tending to
increase in recent years. As stated earlier, this led to
the enactment of the Labor Contract Act and its
enforcement in 2008. Originally, in Japan’s postwar
labor legislation, the Labor Standards Act established
various mandatory norms as minimum standards for
labor conditions, but other matters had been entrusted
to the legal principle of contracts in the Civil Code.
According to Sugeno (2013), “In their judgments on
labor-related civil cases, courts amended the legal
principles in the Civil Code to form a principle of
contracts (legal rules) unique to labor relations, in

view of the need for protection in labor relations” .

Thus, of the case law principle created by the
courts, the Labor Contract Act legislated on the
principle of abuse of dismissal rights, the validity of
rules of employment, the principle of abuse of
disciplinary authority, the principle of abuse of the
right to order secondment, and the obligation to
consider safety (health), among others. Article 1 of
the Labor Contract Act reads as follows.

“Article 1 The purpose of this Act is to contribute
to achieving stability in individual labor relationships,
while ensuring the protection of workers, through
facilitating reasonable determination of or changes to
working conditions, by providing for the principle of
agreement, under which a labor contract shall be
established or changed by agreement through
voluntary negotiation between a worker and an
employer, and other basic matters concerning labor
contracts” .

In other words, the purpose of the Labor Contract
Act is to protect workers and prevent individual
labor-related disputes by stipulating basic matters
relevant to labor contracts.

In the following, the results of the JILPT “Fact-
finding Survey on Employee Hiring and Firing”
pertaining to hiring, disciplinary systems and
dismissal will be introduced. This will serve to clarify
systems and practices in Japanese companies, levels
of development in terms of rules and procedures,
characteristics of human resource management, and
the facts of labor disputes.

3 The majority of persons seeking consultation are workers (including jobseekers), accounting for 199,123 cases (81.0%). The
working formats of workers involved in disputes are “full employees” in 97,573 cases (39.7%), “part-timers and arubaito” in
40,604 cases (16.5%), “fixed-term contract employees  in 26,696 cases (10.9%), and “agency workers” in 10,031 cases (4.1%).

4 For an analysis of cases of mediation by Labour Bureaus related to termination of employment in Japan, see JILPT, ed. (2012).
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Systems and Practices Related to Hiring and Termination of Employment in Japanese Companies, and Individual Labor-related Disputes — from the “Fact-finding Survey on Employee Hiring and Firing”

Table VII-1 Implementation Status of the Individual Labor Dispute Resolution System
(Unit = Cases)

Individual Labor Dispute Resolution System

Of which, individual Newly filed labor-
Year General labor labor dispute  Requests foradvice ~ Requests for relate()il normal civil Nf‘(\gy ﬁITd aoek
consultation consultation in or guidance mediation litigation cases fiounat cases
civil cases
2002 625,572 103,194 2,332 3,036 2,321 -
2003 734,257 140,822 4,377 5,352 2,433 -
2004 823,864 160,166 5,287 6,014 2,519 -
2005 907,869 176,429 6,369 6,888 2,446 -
2006 946,012 187,387 5,761 6,924 2,035 1,055
2007 997,237 197,904 6,652 7,146 2,246 1,494
2008 1,075,021 236,993 7,592 8,457 2,441 2,052
2009 1,141,006 247,302 7,778 7,821 3,218 3,468
2010 1,130,234 246,907 7,692 6,390 3,127 3,375
2011 1,109,454 256,343 9,590 6,510 3,170 3,586
2012 1,067,210 254,719 10,363 6,047 3,358 3,719
2013 1,050,042 245,783 10,024 5,712 3,209 3,678

Source: Compiled from each year's edition of “Status of Implementation of the Individual Labor Dispute Resolution System”. Newly filed labor-related
normal civil litigation cases and newly filed labor tribunal cases are based on a Supreme Court survey (provisional figures). Figures for labor
tribunal cases in 2006 are aggregated from March 2006 to February 2007.

Table VII-2 Breakdown of Individual Labor Dispute Consultation In Civil Cases (Top Figure
= Cases, Bottom Figure = %)

Vear numberof Dismisal (,FIced oty Wil Volurary SOGT FGUE - Gogy B0 RN Recutmen, g
all cases redeployment conditions conditions harassment etc.
2002 113,422 32,454 2,114 7,137 800 0 3,550 18,699 19,098 6,627 2,133 1,492 19,318
100.0 28.6 19 6.3 0.7 0.0 3.1 16.5 16.8 58 19 13 17.0
2003 158,378 | 47,177 4,270 10,744 1060 5540 5451 25,070 19,837 11,697 1,958 2,296 23,278
100.0 29.8 2.7 6.8 0.7 35 34 15.8 12.5 74 1.2 1.4 14.7
2004 180,907 | 49,031 5242 12614 1233 9378 5997 28,887 20,022 14,665 2,736 3,045 28,057
100.0 27.1 29 7.0 0.7 52 33 16.0 11.1 8.1 1.5 1.7 15.5
2005 200,616 | 52,385 5877 14,425 1621 11562 6,818 28062 22,173 17,859 3,424 3,084 33,326
100.0 26.1 29 7.2 0.8 5.8 34 14.0 11.1 8.9 1.7 1.5 16.6
2006 214,204 | 51,028 6,719 15,738 1529 14521 7,276 27,312 23,558 22,153 3,303 3,749 37,318
100.0 23.8 3.1 7.3 0.7 6.8 34 12.8 10.9 10.3 1.5 1.8 17.4
2007 226,460 | 51,749 7,886 17,410 1555 15746 8,188 28,235 25203 28,335 3,888 3,255 35,010
100.0 229 3.5 7.7 0.7 7.0 3.6 12.5 1.1 12.5 1.7 14 15.5
2008 268,401 | 67,230 12,797 22,433 2007 16533 9,262 35,194 27,086 32,242 4,098 3433 36,086
100.0 25.0 4.8 8.4 0.7 6.2 35 131 10.1 12.0 1.5 13 134
2009 281,901 | 69,121 13,610 26,514 1933 16632 9,790 38,131 27,765 35,759 3,877 3,139 35,630
100.0 24.5 4.8 9.4 0.7 5.9 3.5 13.5 9.8 12.7 14 1.1 12.6
2010 283,141 | 60,118 13,892 25,902 1861 20265 9,051 37,210 29,488 39,405 4,834 3,108 38,007
100.0 21.2 4.9 9.1 0.7 7.2 32 13.1 104 13.9 1.7 1.1 13.4
2011 305,124 | 57,785 13,675 26,828 2010 25966 9946 36,849 37,575 45,939 5,361 3,180 40,010
100.0 18.9 4.5 8.8 0.7 8.5 33 12.1 12.3 15.1 1.8 1.0 13.1
2012 304,058 | 51,515 13,432 25,838 1896 29763 9,783 33,955 37,842 51,670 6,136 3,322 38,906
100.0 16.9 4.4 8.5 0.6 9.8 32 1.2 124 17.0 2.0 1.1 12.8
2013 300,113 | 43956 12,780 25,041 1813 33049 9,748 30,067 37,811 59,197 5,928 3,025 37,698
100.0 14.6 4.3 8.3 0.6 11.0 3.2 10.0 12.6 19.7 2.0 1.0 12.6

Source: “FY2013 Status of Implementation of the Individual Labor Dispute Resolution System”. The top figure in each year is the number of cases, the
bottom figure is the ratio of all consultation cases (total number of all cases). The bottom figures may not add up 100% due to rounding off. The
total number of all cases includes all cases brought for consultation even if several cases were dealt with in a single consultation.
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Il. “Fact-finding Survey on Employee
Hiring and Firing”

Individual labor-related disputes have been
tending to increase in recent years, amid increasingly
individual-oriented and diverse human resource
management by companies, as well as a
diversification of workers' employment formats and
work attitudes. Against this background, the Labor
Contract Act was enacted in Japanese legislation, in a
form that clarified case law principles with a view to
preventing individual labor disputes. In the following,
the results of the “Fact-finding Survey on Employee
Hiring and Firing” will be introduced. This was a
questionnaire survey of companies conducted by
JILPT to grasp the realities of human resource
management in Japanese companies and the situation
of disputes. The questions in the survey mainly
concerned the conclusion and termination of labor
contracts, but in this paper, these will be narrowed
down to hiring, discipline and dismissal. Here, it
should be noted that the question topics in this survey
were nearly all aimed at regular employees
(employment with no fixed term).

The survey was conducted between October 11th
and 26th, 2012. The survey method was based on
postal distribution and return of questionnaires.
Questionnaires were sent to 20,000 private companies
(excluding agriculture, forestry and fishery
businesses) nationwide employing 50 full-time
workers or more. Companies were selected by
stratified random sampling from a private company
database, based on industry and number of
employees, in line with the distribution in the
“Economic Census (2009 Economic Census for
Business Frame)” published by the Statistics Bureau,
Ministry of Internal Affairs and Communications.
Valid responses were received from 5,964
respondents (valid response rate: 29.8%).°

Section 1 Systems and practices related to
hiring

Section 1 will summarize the system of (mainly)

new graduate hiring characteristic of Japanese
companies and examine how Japanese companies
deal with job offers and probationary periods. In
particular, this section will confirm how many
companies withdraw job offers and decide not to hire
following a probationary period.

1. Hiring, job offers

In Japan, the custom of hiring new graduates en
masse is well established among larger corporations,
while on the other hand, relatively young companies
and SMEs are thought to focus more on mid-career
hiring, as they have difficulty in regularly hiring new
graduates. In the survey, respondents were asked
about new graduate hiring and mid-career hiring over
the last 5 years. According to the replies, 65.0% of
companies carry out new graduate hiring and 84.6%
engage in mid-career hiring. Viewing the use or lack
of new graduate hiring based on the scale of regular
employees, the ratio of “New graduate hiring”
decreases in proportion to company scale, registering
58.8% in companies with “Fewer than 100
employees”. In other words, the larger the company,
the greater the focus on hiring of new graduates
(Table VII-3).

In Japanese companies, when hiring new graduates,
in the case of university graduates for example, the
normal practice is for students to start applying for jobs
in their 3rd to 4th years and to receive notification of
hiring decisions any time from the beginning of the 4th
year, then for official notification of job offers to be
issued in writing that October. As well as sending job
offers to new graduates, companies normally require
them to submit written pledges in acceptance of the job
offer, amongst other procedures.

In the survey, companies were asked what
procedures they follow when making job offers to new
graduates. According to the replies, the most common
procedure when making job offers to new graduates
was “Issue a written job offer” with 84.1%, followed
by “Have the candidate submit a written pledge”
(64.1%) and “Exchange labor contracts specifying the
date when employment starts” (20.3%). Only a few

5 For details of the survey, see JILPT (2014).
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Systems and Practices Related to Hiring and Termination of Employment in Japanese Companies, and Individual Labor-related Disputes — from the “Fact-finding Survey on Employee Hiring and Firing”

Table VII-3 New Graduate Hiring and Mid-career Hiring over the Last 5 Years (Unit = %)

New graduate hiring

Mid-career hiring

’ Yes 3o resglc?nse Yes = respNgnse
Total 5964 65.0 21.1 13.9 84.6 7.0 84
(Scale of regular employees)
Fewer than 100 3828 58.8 258 15.4 86.2 6.7 7.1
100-299 1466 81.2 134 54 87.6 7.3 5.1
300-999 360 85.3 12.2 2.5 84.7 10.8 44
1,000 or more 76 96.1 39 0.0 934 6.6 0.0

(4.2%) replied “Only make verbal offers, do not
particularly communicate in writing”. Seen by scale of
regular employees, the ratios of “Issue a written job
offer” and “Have the candidate submit a written
pledge” are higher when the scale is larger, while the
ratios of “Exchange labor contracts specifying the date
when employment starts” and “Only make verbal
offers, do not particularly communicate in writing”
tend to be higher when the scale is smaller (Table VII-
4). It would appear, then, that the larger the company,
the more likely it is to communicate in writing,
including written job offers and pledges.

2. Refusal of job offer

In principle, workers in Japan are free to
unilaterally reject job offers (refusal of job offer or
refusal of hiring), provided they give two weeks’
notice, as the equivalent to terminating a labor contract
with no fixed term.® When companies were asked
whether they had experienced refusal of job offers
from new graduates they planned to hire, 3.8% replied
that refusal of hiring occurs “Frequently”, 38.3%
“Occasionally”, 29.5% “Rarely” and 26.6% “Never".
The ratio of job refusals (the total of “Frequently” and
“Occasionally”) was 42.1%. Viewed by scale of
regular employees, the ratio of job refusals rises as the

Table VII-4 Procedures When Making Job Offers to New Graduates (Unit = %, Multiple Response)

Exchange labor Only make
Have the
n specc(i)fr;/ti:wagc gate Issue a written Cfunk?ri?i?ge ver(l:j)(a)l r?gf;ers, N3 el
when job offer written particularly P
employment pledge communicate

starts in writing
Total 3876 20.3 84.1 64.1 4.2 1.5
(Scale of regular employees)
Fewer than 100 2249 229 823 58.7 5.6 1.7
100-299 1190 17.1 85.5 70.9 23 1.2
300-999 307 16.6 90.2 75.9 1.6 1.0
1,000 or more 73 12.3 91.8 80.8 14 14

* Aggregated from companies that hire new graduates.

6 However, one argument holds that liability for damages would be permissible if this ran markedly counter to the rule of good faith
(Araki p.314).
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scale increases (Table VI1I-5). The ratio of candidates
refusing job offers is thought to be higher in larger
companies because these have greater potential for
making job offers to more candidates in the first place.
Meanwhile, when asked about their withdrawal of
job offers in the last 5 years, only 3.5% of companies
replied that they had withdrawn job offers. By scale
of regular employees, the ratio answering “Yes” was
only 2.5% in companies with “Fewer than 100
employees”, but somewhat higher at 12.3% in those
with “1,000 employees or more” (Table VII-6).
Companies that had withdrawn job offers were
then asked why they had done so, with the results
shown in Figure VII-7. According to this, the most
common reason was “Candidate’s circumstances”
(e.g. failure to graduate) with 51.9%, followed by
“Candidate’s misconduct” (15.6%), “Worsening
business situation” (14.1%), “Candidate’s health
reasons” (11.9%), and “Candidate’s falsification of
CV or other information” (8.1%), among others.
While half of the companies sited the candidate’s

circumstances, this reveals that about 10% of
withdrawn job offers result from “Worsening business
situation” and other issues on the company’s side.

In the survey, companies that had withdrawn job
offers were asked whether any problems had arisen
with candidates as a result of doing so. Only 4.4%
responded that they had had problems after
withdrawing job offers. If the reasons for withdrawing
job offers are divided into worsening business
situation and other reasons, 21.1% of companies that
withdrew job offers due to a worsening business
situation say they had had problems with the
candidate as a result. Since withdrawal of job offers
by companies is rare in the first place, the ratio
experiencing problems would of course be even
smaller. Nevertheless, the suggestion is that when job
offers are withdrawn due to a worsening business
situation or other circumstances on the company’s
side, problems are prone to occur (Table V1I-8).

Table VII-5 Refusals of Job Offers by Successful Candidates (Unit = %)

No Frequently +

n Frequently Occasionally  Rarely Never response  Occasionally
Total 3876 3.8 383 29.5 26.6 1.7 421
(Scale of regular employees)
Fewer than 100 2249 2.7 31.7 303 333 2.1 344
100-299 1190 4.1 442 30.3 20.3 1.0 483
300-999 307 104 57.0 21.5 94 1.6 67.4
1,000 or more 73 11.0 57.5 30.1 0.0 1.4 68.5

* Aggregated from companies that hire new graduates. “Frequently + Occasionally” is the total of “Frequently” and “Occasionally”.

Table VII-6 Withdrawals of Job Offers by Companies over the Last 5 Years (Unit = %)

n Yes No No response
Total 3876 35 93.2 34
(Scale of regular employees)
Fewer than 100 2249 2.5 93.9 3.6
100-299 1190 3.8 93.1 3.1
300-999 307 7.2 90.6 2.3
1,000 or more 73 12.3 82.2 5.5

* Aggregated from companies that hire new graduates.
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Systems and Practices Related to Hiring and Termination of Employment in Japanese Companies, and Indlividual Labor-related Disputes — from the “Fact-finding Survey on Employee Hiring and Firing”

Figure VII-7 Reasons for Withdrawing Job Offers (Unit = %, Multiple Response)

0 10

Candidate’s circumstances

Worsening business situation _ 14.1
Candidate’s health reasons _ 11.9

Candidate’s falsification of CV
or other information

Others

(%)
30 40 50 60

Candidate’s misconduct _ 15.6

* Aggregated from companies that had withdrawn job offers in the last 5 years (replied “Yes”).

Table VII-8 Problems with Candidates Due to Withdrawal of Job Offers over the Last 5

Years (Unit = %)

n Yes No No response
Total 135 44 94.8 0.7
(Reason for withdrawing job offer)
Worsening business situation 19 21.1 78.9 0.0
Others 112 0.9 99.1 0.0

* Aggregated from companies that had withdrawn job offers in the last 5 years (replied “Yes”).

3. Probation and fixed-term probationary contracts

Companies normally set a probationary period
when hiring regular employees. Under this system,
workers to be hired as regular employees will first go
through a fixed probationary period after the joining a
company, during which their personality and abilities
will assessed and a decision made whether to fully
hire. The probationary period system seems to have
spread broadly throughout Japanese companies. In
recent years, however, some have reportedly adopted
the method of hiring workers initially under fixed-
term contracts, in order to judge their abilities, etc.,
before fully hiring them as regular employees.

In the following, by comparing normal “Probation”
with “Fixed-term probationary contracts”, the realities
of fixed-term contract hiring seen in recent years will
be introduced at the same time (below, probationary
periods of regular employees will be abbreviated to
“Probation” and probation under fixed-term contract
employment to “Fixed-term probationary contracts”).

Firstly, in terms of normal “Probation”, companies
in this survey were asked whether they set probationary
periods when hiring regular employees. They were also
asked whether they employed under fixed-term
probationary contracts when hiring regular employees.’
The two are compared in Table VI1-9. While 86.9% of

7 It should be noted that, for “probation”, respondents were asked whether they ever set probationary periods for employees they
had hired, while for “fixed-term probationary contracts”, they were asked about the situation over the last five years. Moreover,
there were three response options for “fixed-term probationary contracts”, namely “Yes”, “No, but wish to consider in future”
and “No”, but in the aggregation in this paper, the latter two ( “No, but wish to consider in future” and “No”) are totaled and
expressed as “No”.
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companies replied that they did have a system of
“Probation”, only 25.1% said they employed under
“Fixed-term probationary contracts”. In other words,
most of the responding companies (just under 90%)
have systems of “Probation”. Conversely, only about
20% offer fixed-term probationary contracts.

Viewed by industry, the ratio of respondents that
have systems of “Probation” is around 80% in all
industries, showing that setting a probationary period
is a widespread practice throughout Japanese industry.
Conversely, viewing “Fixed-term probationary
contracts” by industry, the ratio of “Yes” replies is
highest in the information and communications
industry with 30.9%, and is around 20% in other
industries. Although the ratios of “Fixed-term
probationary contracts” are low, we see that these exist
to quite a consistent level in all industries. Viewing this
by scale of regular employees, the ratios of both
“Probation” and “Fixed-term probationary contracts”
are higher as the scale of the company increases.

In the survey, companies were also asked about the
length of probationary periods for regular employees

(both for graduate hiring and mid-career hiring) and
the time taken until a worker hired on a fixed-term
probationary contracts is fully hired as a regular
employee. Comparing the length of time until full
hiring, the ratio of “3 months or less” (total of “About
1 month”, “About 2 months” and “About 3 months”)
accounted for 80% of “Probation” in cases of both new
graduate hiring and mid-career hiring, and 38.4% of
“Fixed-term probationary contracts”. Conversely, the
ratio of “6 months or more” (total of “About 6
months”, “About 7 months - 1 year” and “More than 1
year”) was just under 20% for “Probation” in both new
graduate hiring and mid-career hiring, but 60.5% for
“Fixed-term probationary contracts”. In particular, the
ratio of “More than 1 year” was a mere 0.1% and
0.3%, respectively, for “Probation” in new graduate
hiring and mid-career hiring, while for “Fixed-term
probationary contracts” it was much higher at 24.6%
(Table VI1-10). This shows that, compared to
“Probation”, the length of time until full hiring tends
to be longer for “Fixed-term probationary contracts” .

Table VII-9 Probation and Employment under Fixed-term Probationary Contracts (Unit = %)

Employment under fixed-term

0 Biobation probationary contracts

Yes o res’p:lc())nse vEs 3o resy(?nse
Total 5964 86.9 12.1 1.0 25.1 68.9 6.0
(Industry)
Construction 422 88.9 10.4 0.7 20.9 73.2 5.9
Manufacturing 1516 89.9 9.8 0.3 26.5 68.6 49
Information and communication 194 88.7 11.3 0.0 309 64.5 4.6
Transport and postal activities 556 87.8 104 1.8 24.5 67.8 7.7
Wholesale and retail trade 1033 87.7 11.6 0.7 22.6 71.2 6.3
Finance and insurance 50 80.0 20.0 0.0 16.0 84.0 0.0
Real estate and goods rental and leasing 59 84.7 153 0.0 254 72.9 1.7
Services 1786 84.2 14.4 13 26.4 67.9 57
Others 149 77.9 16.8 5.4 18.1 71.8 10.1
(Scale of regular employees)
Fewer than 100 3828 85.9 13.1 1.0 23.1 70.8 6.2
100-299 1466 89.4 9.7 1.0 29.3 66.0 4.8
300-999 360 90.0 9.7 0.3 29.2 67.0 3.9
1,000 or more 76 92.1 7.9 0.0 35.5 61.8 2.6
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Table VII-10

Comparison between Probation for Regular Employees and Workers Hired on

Fixed-term Probationary Contracts in the Length of Time until Full Hiring

(Unit=%)

N About1 About2 About3 About4 About5 About6
months months months

month months months

Time until full hiring

3 months 6 months
About7  More  orless/ ormore/

months  than 1 Total Total
-1year  year

Hired as new
 graduate 3939 4.7 84 66.1 0.9 0.2 18.3 1.4 0.1 79.2 19.8
Probation ——
ired mid-
F— 4688 6.2 83 65.7 0.7 0.1 16.5 2.1 0.3 80.3 18.9
Fixed-term probationary
contracts 1285 29 54 30.0 0.7 0.5 17.9 18.0 246 384 60.5

* Cases when hired as new graduates are aggregated from companies except those with no new graduate hiring and those not responding. Cases when
hired mid-career are aggregated from companies except those with no mid-career hiring and those not responding. Cases of fixed-term probationary
contracts are aggregated from companies except those not responding. “3 months or less / total” is the total of “About 1T month”, “About 2 months” and
“About 3 months”. “6 months or more / total” is the total of “About 6 months”, “About 7 months - 1 year” and “More than 1 year”.

In both “Probation” and “Fixed-term probationary
contracts”, companies were asked whether they ever
terminated employment without reaching full hiring.
The results are summarized in Table VII-11.
According to this, the ratio of “Sometimes do not
fully hire, including cases in the last 5 years” was
12.2% for “Probation” but 20.4% for “Fixed-term
probationary contracts”. In other words, decisions not
to hire had been made more frequently in cases of
“Fixed-term probationary contracts” over the last 5
years. The ratio of “Never decide not to fully hire”
was 33.1% for “Probation” and 16.6% for “Fixed-
term probationary contracts”, showing the latter to be
lower. It appears that probationary periods are
intended to be applied more rigorously in cases of
“Fixed-term probationary contracts” .

Now, viewing the ratios of “Sometimes do not
fully hire” (the total of “Sometimes do not fully hire,
including cases in the last 5 years” and “Sometimes
do not fully hire, but no cases in the last 5 years”) by
industry, for “Probation”, the ratio is high in “Real
estate and goods rental and leasing”, “Services” and
“Transport and postal activities”, among others. For
“Fixed-term probationary contracts”, the ratio is high
in “Real estate and goods rental and leasing” and
“Transport and postal activities”, among others. The
ratio of “Sometimes do not fully hire, including cases
in the last 5 years” is highest in “Real estate and
goods rental and leasing”, for both “Probation” and

“Fixed-term probationary contracts”. Industries
where decisions not to hire are made seem to be
similar for both “Probation” and “Fixed-term
probationary contracts”. In these industries, there is
an apparent tendency to use the probationary period
as a means if judging ability and other employee
attributes.

Next, viewed by scale of regular employees, the
ratio of “Sometimes do not fully hire” tends to be
larger as the corporate scale increases. The ratio of
“Sometimes do not fully hire, including cases in the
last 5 years” is highest in cases of “1,000 employees
or more”, for both “Probation” and “Fixed-term
probationary contracts” .

So, how do companies that set and apply normal
“Probation” make decisions not to hire in cases of
“Fixed-term probationary contracts’ ? Figure VII-12
shows whether companies fully hire workers on
“Fixed-term probationary contracts” depending on
whether they fully hire in cases of “Probation”.
According to this, a relatively large 69.9% of
companies that practice “Probation” and “Sometimes
do not fully hire, including cases in the last 5 years”
also “Sometimes do not fully hire, including cases in
the last 5 years™ in cases of “Fixed-term probationary
contracts”. Similarly, a relatively large 58.0% of
companies that practice “Probation” but “Never decide
not to fully hire” also “Never decide not to fully hire”
in cases of “Fixed-term probationary contracts”. In
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other words, companies that practice “Probation” and
have made decisions not to hire in the last 5 years also
tend to make decisions not to hire in cases of “Fixed-
term probationary contracts”. Conversely, 13.6% of
companies that practice “Probation” but “Never decide
not to fully hire” have made decisions not to hire when
using “Fixed-term probationary contracts”, while more
than half do not consider decisions not to hire from the
company’s side.

In other words, companies that have actually made
decisions not to hire even operate normal “Probation”
rigorously, since they recognize the importance of
ascertaining ability during the probationary period.
As such, they appear prone to make decisions not to
hire in cases of “Fixed-term probationary contracts”
as well. Conversely, of companies that do not make
decisions not to hire once an employee has been hired

under normal “Probation”, more than half appear not
to consider decisions not to hire even in cases of
“Fixed-term probationary contracts”. However, even
among companies that do not make decisions not to
hire in normal “Probation”, about 10% appear to have
made decisions not to hire in cases of “Fixed-term
probationary contracts”, and so compared to normal
“Probation”, the suggestion is that probationary
periods may be applied more rigorously in cases of
“Fixed-term probationary contracts” .

Figure VII-13 compares “Probation” and “Fixed-
term probationary contracts” in terms of the reasons
for judgment when deciding against full hiring.
According to this, hardly any difference between the
two is seen in ratios of “Absenteeism”, “Behavior”
and “State of health”, but the ratio for “Work-related
knowledge and ability” is 72.8% for “Probation” and

Table VII-11 Termination of Employment without Full Hiring at the End of the Probationary

Period (Unit = %)

Probation for regular employees
Sometimes

Fixed-term probationary contracts
Sometimes

Sometimes Sometimes
do ?]?rtefu”y do not fully (!l\‘eec\ilgz No Sometimes do r;]?:efully do not fully g‘eec\ilgg No Sometimes
includi’ng ?ziars%sbiglttﬂz notto  response do rmefully n incIudfng ?;iarseelsbiﬁttﬂg notto  response do nh?;cefully

casesinthe "m0 fully hire casesinthe oo\ oo fully hire

last 5 years Y last 5 years Y
Total 5183 12.2 50.9 33.1 38 63.1 | 1498 204 48.7 16.6 144 69.1
(Industry)
Construction 375 9.1 483 39.7 29 57.4 88 19.3 47.7 19.3 136 67.0
Manufacturing | 1363 13.0 50.8 328 34 63.8 402 19.9 51.0 16.7 124 70.9
L':)fr‘mjﬂl‘g t?gg 172 8.1 558 33.1 29 63.9 60 83 533 183 200 616
Lfggfggf/ﬂ?e | 488 115 545 293 47 66.0 136 199 522 1.8 162 72.1
Wholesaleand | g4 121 489 354 35 610 | 233 189 476 15.9 176 66.5
retail trade : . ’ : ’ . ’ : : i
fr:’;j?acrfcae“d 40 7.5 50.0 400 25 575 8 25.0 250 12,5 375 50.0
Real estate and
goods rental 50 220 480 30.0 0.0 70.0 15 40.0 40.0 20.0 0.0 80.0
and leasing
Services 1504 12,6 526 30.1 47 65.2 471 214 486 17.0 13.0 70.0
Others 116 12.1 39.7 474 09 5138 27 259 296 222 222 555
(Scale of regular
employees)
Fewerthan 100| 3289 12.2 50.4 334 41 62.6 883 19.5 488 16.2 15.5 68.3
100-299 1310 12,6 515 33.1 28 64.1 429 205 499 17.7 11.9 70.4
300-999 324 1.7 546 29.9 37 66.3 105 219 533 114 133 752
1,000 or more 70 214 586 186 14 80.0 27 40.7 444 74 74 85.1

* “Probation for regular employees” is aggregated from companies that say they set a probationary period when hiring employees. “Fixed-term
probationary contracts” is aggregated from companies that say they practice fixed-term hiring for probationary purposes.
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84.2% for “Fixed-term probationary contracts”,
showing the latter to be higher. Compared to normal
“Probation”, “Work-related knowledge and ability”
appears to receive greater emphasis as a reason for
judgment when terminating employment under
“Fixed-term probationary contracts” .

In the survey, companies replying that they
“Sometimes do not fully hire, including cases in the
last 5 years™ in either “Probation” or “Fixed-term

probationary contracts” were asked whether any
problems had arisen with employees when deciding
against full hiring. According to this, the ratio of
positive (“Yes”) replies was 6.3% for “Probation”
and 3.0% for “Fixed-term probationary contracts”,
thus remaining at a low level for both (Figure VII-
14).

Figure VII-12 Termination of Employment without Full Hiring for Employees Hired under
Fixed-term Probationary Contracts

o

Total 23

(Full hiring in cases of “Probation”)

Sometimes do not fully hire, including cases
in the last 5 years (n=186)

Sometimes do not fully hire, but no cases
in the last 5 years (n=664) 15.5

Never decide not to fully hire (n=295) 13.6

N
(<)}
e

(%)
40 60 80 100

574 18.8

3.2

78.8

2
=

285 58.0

BSometimes do not fully hire, including cases in the last 5 years
OSometimes do not fully hire, but no cases in the last 5 years
BNever decide not to fully hire

* Aggregated from all except “No response”.

Figure VII-13 Reasons for Judgment When Deciding against Full Hiring (Unit = %, Multiple

Response)

o

10 20 30

Work attendance
including absenteeism

Work-related
knowledge and ability

Conduct

State of health

4.6
Others . 47

(%)
50 60 70 80 90 100
86.4
85.8
72.8
84.2

73.7
70.7

68.3
67.0

BProbation for regular employees (n=3273)
OFixed-term probationary contracts (n=1034)

* |n cases of probation for regular employees and employees under fixed-term probationary contracts, aggregated from companies that “Sometimes do
not fully hire, including cases in the last 5 years” and “Sometimes do not fully hire, but no cases in the last 5 years”.
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Figure VIl-14 Timing of Notification to the Employee When Terminating Employment

(%)
0 10 20 30 40 50 60 70 80 90 100

3.5

Probation for regular employees
3.0 26
Fixed-term probationary contracts . 944
(n=305) :
@Yes aoNo aNo response

* Aggregated from companies that replied “Sometimes do not fully hire, including cases in the last 5 years” in cases of probation for regular employees
and fixed-term probationary contracts, respectively.

“Disciplinary action is a special punishment quite
distinct from normal means of dealing with violators
of corporate order that are available to the employer
based on labor contracts (normal dismissal,
redeployment, claims for damages, lower assessment

Section2 Systems and practices of
employee discipline

In Section 2, after confirming the status of
provisions on disciplinary action, we will examine

how disciplinary procedures are carried out. Details
of disciplinary action carried out over the last 5 years
will also be given, as well as disputes and methods of
resolving them.

1. Status of provisions on disciplinary action
Companies sometimes carry out disciplinary
action as a sanction against breaches of discipline or
violations of order, for the maintenance of employee
discipline and corporate order. Disciplinary action is
generally systemized in forms such as reprimands or
warnings, submission of written apologies, pay cuts,
suspension from work, guided dismissal and
disciplinary dismissal.® Sugeno (2013) asserts that

in bonuses, pay raises and promotions, etc.)”, and
therefore that “If the employer utilizes such a special
disciplinary sanction, the grounds for it and means of
implementing it should be stated expressly in the
rules of employment, and it should be established as a
contract-related norm”. The fact that these are
required to be made clear as relatively necessary
matters for specification in Article 89 (ix) of the
Labor Standards Act (matters that must be stated in
the rules of employment without fail when
implementing them as systematically) is also assumed
to be for this purpose.

Table VI1-15 shows the status of provisions on
disciplinary action. According to this, 94.6% of

8 “Reprimand” normally means a future warning together with a written apology submitted by the employee. By contrast,
“admonition” is a warning not involving submission of a written apology. Neither imposes any substantial disadvantage on the
employee, but both are sometimes considered as negative factors when assessing eligibility for pay raises, bonus payments,
promotions, etc. “Pay cut” means that a fixed sum is deducted from the wage the worker should normally receive for labor
services actually rendered. Pay cuts are governed by Article 91 of the Labor Standards Act, which states “the amount of decrease
for a single occasion shall not exceed 50 percent of the daily average wage, and the total amount of decrease shall not exceed 10
percent of the total wages for a single pay period”. “Demotion”, meaning a reduction in managerial position, rank, professional
qualification, etc., is sometimes applied as a disciplinary action. “Suspension from work” means that the worker is banned from
attending work for a certain period although the labor contract remains valid, as a sanction against a breach of discipline. During a
suspension, wages are generally not paid and the period of the suspension is not added to the workes service record. “Disciplinary
dismissal” is dismissal based on disciplinary action. Normally, dismissal is immediate with no notice given or allowances paid,
while all or part of the severance pay may be withheld. A characteristic common to disciplinary dismissal is the fact that the word
“disciplinary” is used to indicate that the dismissal results from a sanction, presenting the worker with the disadvantage of a
serious obstacle to finding re-employment. Some companies use “guided dismissal” as disciplinary action slightly watered down
from disciplinary dismissal. This is sometimes known as “guided resignation”, where the worker is advised to submit a
resignation letter or request. In these cases, severance pay may be partly or wholly withheld, or paid in accordance with normal
voluntary termination (Sugeno (2013) p.490).
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companies have provisions on disciplinary action
(“Yes” replies). In other words, most companies have
provisions on disciplinary action. By scale of regular
employees, all companies with “1,000 employees or
more” have set provisions.

Companies that have provisions (“Yes” replies)
were asked the format of these provisions, to which

98.1% replied that they were provided in “rules of
employment” (Table VI1I-16).

Table VI1I-17 shows the content of provisions on
disciplinary action. According to this, the most
common type is “Provisions that disciplinary action
shall be taken when necessary” with a ratio of 75.7%,
followed by “Types of disciplinary action” (69.9%)

Table VII-15 Status of Provisions on Disciplinary Action (Unit = %)

n Yes No No response
Total 5964 94.6 44 1.0
(Scale of regular employees)
Fewer than 100 3828 93.5 55 0.9
100-299 1466 97.6 1.9 0.5
300-999 360 97.5 1.9 0.6
1,000 or more 76 100.0 0.0 0.0

Table VII-16 Format of Provisions on Disciplinary Action (Unit = %, Multiple Response)

employment agreement  regulatione.  Others  Noresponse
Total 5644 98.1 6.4 9.1 0.4 0.4
(Scale of regular employees)
Fewer than 100 3580 98.2 4.6 77 0.3 0.3
100-299 1431 98.1 7.1 10.1 0.3 0.6
300-999 351 97.2 17.7 17.9 1.1 0.6
1,000 or more 76 98.7 224 19.7 1.3 0.0

* Aggregated from companies that have provisions on disciplinary action (“Yes” replies).

Table VII-17 Content of Provisions on Disciplinary Action (Unit = %, Multiple Response)

Provisions
that Grounds
disciplinary Typesof  Grounds foreach Discipli N
n action shall disciplinary for type of SAPENAY  Others 0
be taken action  discipline disciplinary procedures response
when action
necessary
Total 5644 75.7 69.9 61.9 45.6 35.2 0.9 13.2
(Scale of regular employees)
Fewer than 100 3580 75.1 65.8 59.8 413 30.7 1.0 13.5
100-299 1431 76.4 77.0 65.7 52.6 420 0.7 12.7
300-999 351 83.2 84.9 72.6 60.7 53.0 0.9 9.1
1,000 or more 76 81.6 86.8 64.5 67.1 59.2 1.3 11.8

* Aggregated from companies that have provisions on disciplinary action (“Yes” replies).
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and “Grounds for discipline” (61.9%), among others.
Viewing these by scale of regular employees, the
ratios of “Types of disciplinary action”, “Grounds for
each type of disciplinary action” and “Disciplinary
procedures’, among others, are higher as the
corporate scale increases.

Viewing ratios of companies replying that they
use each system of disciplinary action (“Yes™ replies),
the highest ratio was scored by “Disciplinary
dismissal” with 84.5%, followed by “Cautions,
warnings and reprimands” (79.2%), “Submission of

dismissal” (60.8%) and “Demotions and
downgrading” (60.7%), in that order. By scale of
regular employees, ratios of “Yes™ replies generally
decrease in all types of disciplinary action as the
corporate scale grows smaller (Table V11-18).
Companies that deploy each type of disciplinary
action were asked about their procedures for
disciplinary action. Here, “Disclose the reason”
scored around 80% in all types of disciplinary action,
followed by “Give the employee an opportunity to
explain” with around 70% and “Explain to or consult

with employees’ representatives” with just under
20%. Moreover, the ratio of “Companies offering

written apology” (78.0%), “Suspension from work”
(72.6%), “Temporary pay cuts” (72.2%), “Guided

Table VII-18 Ratios of Companies Using Each Type of Disciplinary Action (Unit = %)

(1) Cautions, (2) Submission (5) Demotions

1vemed e ook P ey S G
Total 5964 79.2 78.0 72.6 72.2 60.7 60.8 84.5
(Scale of regular employees)
Fewer than 100 3828 76.0 753 68.0 67.6 553 553 82.0
100-299 1466 86.0 84.2 81.8 813 714 70.8 90.2
300-999 360 90.3 82.8 88.9 89.4 77.5 78.6 933
1,000 or more 76 98.7 85.5 974 100.0 86.8 88.2 100.0

Table VII-19 Procedures for Disciplinary Action (Unit = %, Multiple Response)

Give the Explaintoor  Explain to or ' Companies
n Disclose the employeean consultwith  consult with Eéﬁ?&ﬂfziﬁ: r:)(ézzl?rfet?gn No response offering
reason opportunity  employees’  labor relations labor union P the left P explanation or

to explain  representatives body consultation
(1) Cautions,
warnings and 4726 81.3 714 15.0 7.2 9.2 4.1 36 241
reprimands
(2) Submission
of written 4649 79.6 71.5 14.8 7.0 8.8 4.7 3.7 234
apology
{3) suspension 4329 815 722 17.4 85 15 42 36 286
(4) Temporary
pay cuts 4306 81.2 723 17.2 8.5 11.2 4.2 3.8 28.1

(5) Demotions
and 3623 82.7 73.7 18.2 8.7 1.7 33 3.2 29.5
downgrading

fﬁ)sg‘l*s'faeld 3624 836 754 202 10.2 13.1 3.1 27 329
(7) Disciplinary 5039 815 712 192 94 1.9 45 36 313
dismissal : . . . . . . .

* Aggregated from companies replying “Yes” to various types of disciplinary action. Here, “Companies offering explanation or consultation” are those that
selected one of “Explain to or consult with employees’ representatives”, “Explain to or consult with labor relations body” or “Explain to or consult with
labor union”.
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explanation or consultation” (companies that selected
one of "Explain to or consult with employees’
representatives”, “Explain to or consult with labor
relations body” or “Explain to or consult with labor
union”) was around 20-30% for all systems of
disciplinary action. The ratio of “Companies offering
explanation or consultation” tends to increase as the
disciplinary action grows in severity, “Guided
dismissal” registering 32.9% and “Disciplinary
dismissal” 31.3% (Table VI1I-19).

2. Implementation of disciplinary action and
disputes

As disciplinary action implemented over the last 5
years, 42.3% of the survey target companies cite
“Submission of written apology”, followed by
“Cautions, warnings and reprimands” (33.3%),
“Temporary pay cuts” (19.0%), “Demotions and
downgrading” (14.9%), “Disciplinary dismissal”
(13.2%) and “Suspension from work” (12.3%),
among others. “Do not undertake any disciplinary
action” accounted for 39.0%. Seen by scale of regular
employees, the ratios for all types of disciplinary
action rise as the corporate scale increases. In
companies on a scale of “1,000 employees or more”,
in particular, “Cautions, warnings and reprimands”
scored 89.5%, “Submission of written apology”
76.3%, “Temporary pay cuts’ 65.8%, “Suspension
from work” 63.2%, and “Disciplinary dismissal” and
“Demotions and downgrading” each 56.6%, among
others (Table V1I-20).

In the survey, companies that implemented
disciplinary action were asked about disputes with
employees who had been subject to disciplinary
action over the last 5 years. According to this, 8.6%
of companies replied that disputes had arisen (“Yes”
replies). Viewing these in terms of the type of
disciplinary action implemented,® the ratio of “Yes”
replies was 17.0% in “Companies implementing

disciplinary dismissal and guided dismissal” but only
4.2% in “Companies implementing other disciplinary
action” (Table VI1-21). This reveals that disputes are
more prone to occur in cases of disciplinary action
involving dismissal.

Companies that had experienced disputes with
employees were asked about the situation of dispute
resolution. The most common reply was “Resolved
through dialog with the individual” with a ratio of
48.1%, followed by “Resolved in a court of law”
(18.3%), “Resolved through an external dispute
resolution body” (15.9%), and “Resolved through the
labor tribunal system” (13.6%), among others.
Viewing this by content of the disciplinary action, the
ratios of “Resolved in a court of law (including
reconciliation)”, “Resolved through an external
dispute resolution body” and “Resolved through the
labor tribunal system” were higher in “Companies
implementing disciplinary dismissal and guided
dismissal” than in “Companies implementing other
disciplinary action” (Table VI1-22). This suggests
that, in disciplinary action involving dismissal,
resolution within the company (direct dialog with the
individual, resolution through a labor union, etc.) is
difficult, and there is a higher likelihood of cases
being entrusted to an external body (court of law,
labor tribunal system, external dispute resolution
body, etc.).

9 To see the difference between more serious types of disciplinary action (i.e. disciplinary dismissal and guided dismissal) and other
disciplinary action, separate variables were created for companies that implemented either disciplinary dismissal or guided
dismissal (abbreviated below to “Companies implementing disciplinary dismissal and guided dismissal” and those implementing
other types of disciplinary action (one of “Cautions, warnings and reprimands”, “Submission of written apology”, “Suspension
from work”, “Temporary pay cuts” and “Demotions and downgrading”) (abbreviated below to “Companies implementing other

disciplinary action™).
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Table VII-20 Disciplinary Action Implemented over the last 5 years (Unit = %, Multiple

Response)
Sv?:glcr)%ss Su]clamission Suspension Temporary 2w Guided Disciplinary undggankoe}any No
and °ag¥f|§tgey” fromwork  pay cuts dow:ggding dismissal ~dismissal ~disciplinary  response

reprimands action
Total 5964 333 423 12.3 19.0 14.9 9.4 13.2 39.0 33
(Scale of regular employees)
Fewer than 100 3828 27.0 372 8.0 13.8 10.6 6.8 10.2 449 3.7
100-299 1466 413 50.9 16.1 254 20.5 11.1 14.8 31.1 20
300-999 360 60.8 57.8 333 42.8 325 244 30.6 15.0 3.1
1,000 or more 76 89.5 76.3 63.2 65.8 56.6 474 56.6 0.0 13

Table VII-21 Disputes with Employees Subject to Disciplinary Action over the Last 5 Years

(Unit =%)

n Yes No No response
Total 3441 8.6 89.4 2.0
(Content of disciplinary action)
Companies implementing disciplinary dismissal and
guided dismissal 1169 17.0 81.1 1.9
Companies implementing other disciplinary action 2272 4.2 93.7 2.1

* Aggregated from companies that had implemented disciplinary action the previous 5 years (one of “Cautions, warnings and reprimands”, “Submission of
written apology”, “Suspension from work”, “Temporary pay cuts”, “Demotions and downgrading”, “Guided dismissal” and “Disciplinary dismissal”).

Table VII-22 Status of Resolution of Disputes with Employees Subject to Disciplinary

Action (Unit = %, Multiple Response)

Resolved
Chose  Resolved
F‘iﬁ?gh/gef(\j resolution — through thrgﬁgh ?ﬁ?gh’geﬁ Resolvedina Unresolved
n oo’ NN T exemal welhor Qe omes (TR Mo
individual wtf:ﬂlgrk])or prot;:gésmg resolution  system reconciliation) working)
y body

Total 295 48.1 6.4 4.7 15.7 13.6 18.3 1.0 5.1 4.1
(Whether disciplinary
action is implemented)
Companies implementing
disciplinary dismissal and 199 432 3.0 2.5 17.1 16.1 236 15 6.5 3.0
guided dismissal
Companies implementing
other disciplinary action 96 58.3 135 9.4 13.5 83 73 0.0 2.1 6.3

* Aggregated from companies that had had disputes with employees subject to disciplinary action over the previous 5 years.
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Section3 Dismissal

In Section 3, after confirming the status of
legislation and case law principles concerning
dismissal in Japan, the implementation status of
dismissal and involuntary termination will be
examined. The state of implementation in terms of
procedures by companies implementing dismissal
will also be enumerated, divided into normal
dismissal and dismissal for the purposes of
reorganization (“economic dismissal”). The situation
of disputes related to dismissal will also be examined.

1. Dismissal and involuntary termination

“Dismissal” refers to termination of a labor
contract by the employer. In Japan, the Civil Code
gives employers “freedom to dismiss”, meaning that
they can dismiss workers at any time provided they
give two weeks advance notice [Civil Code Article
627 paragraph 1 (Offer to Terminate Employment
with Indefinite Term)]. As legal provisions that
restrict the dismissal of workers, besides Article 20 of
the Labor Standards Act (Advance Notice of
Dismissal), Article 19 of the same Act (Restrictions
on Dismissal of Workers) provides for restrictions on
the dismissal of workers during a period of absence
resulting from industrial accidents, or before and after
childbirth. In other words, as far as the letter of the
law is concerned, the content of regulations would
appear close to freedom to dismissal. From the
employers” point of view, however, dismissal has
long been seen as difficult in Japan. One cause of this
is a growing perception of rules restricting dismissal
of workers based on case law that has been built up
by the courts through an accumulation of legal
precedents (namely the principle of abuse of dismissal
rights and the four requirements for economic
dismissal).

In Japan, this principle on the abuse of dismissal
rights was codified in the 2003 Amendment of the

Labor Standards Act and the enactment of the Labor
Contract Act in 2007.*° Article 16 of the Labor
Contract Act states that “A dismissal shall, if it lacks
objectively reasonable grounds and is not considered
to be appropriate in general societal terms, be treated
as an abuse of right and be invalid”.

To explain the case law principle on dismissal in
brief, according to Sugeno (2013), “objectively
reasonable grounds” in the legal principle of abuse of
dismissal rights can be broadly divided into four
categories. Namely, (1) the worker’s incompetence, or
lack or loss of the skills or qualifications required for
his or her job, (2) the worker’s breach of disciplinary
rules, (3) reasons based on business necessity, and (4)
a dismissal request by a union based on a union shop
agreement.” But even when these “objectively
reasonable grounds” are recognized, if a given
dismissal “cannot be endorsed as appropriate in
general societal terms” (the requirement of
appropriateness), “courts generally recognize the
appropriateness of dismissal only when the grounds
for dismissal have reached a severe level, there are no
other means of avoiding dismissal, and there are
hardly any extenuating circumstances on the
worker's part”.

Meanwhile, the legal principle of economic
dismissal has been built up through an accumulation
of legal precedents when the 1st oil crisis in 1973
caused large-scale employment adjustments after
long-term employment had become established in the
era of high-level growth. For economic dismissal to
be valid, four requirements are construed as
necessary. These “four requirements for economic
dismissal” are (1) the necessity of reducing the
number of employees, (2) the employer’s fulfillment
of the obligation to endeavor to avoid dismissal (i.e.
that, even after exhausting other measures for
personnel reduction including redeployment,
secondment and voluntary termination, there is still a
need to resort to economic dismissal), (3) the

10 This provision was originally drafted by the Labour Conditions Subcommittee of the Labour Policy Council, Ministry of Health,
Labour and Welfare, to be incorporated in the 2003 Amendment of the Labor Standards Act (former Labor Standards Act, Article
18-2). Later, with the enactment of the Labor Contract Act in 2007, it was transferred to Article 16 of the Act.

11 See Sugeno (2013) pp.556-449.
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selection of persons to be dismissed must be based on
objective standards, and (4) the procedures for
dismissal including explanation and consultation must
be based on objective standards.*?

Legislation on the legal principle of economic
dismissal was postponed with the 2007 enactment of
the Labor Contract Act. Of course, it has been pointed
out that “it is difficult for ordinary workers as well as
owners of small and medium-sized enterprises,
foreign-capital companies and others to be aware of
the existence and content” of the legal principle of
abuse of dismissal rights itself,* and it has been said
that there is a difference in levels of awareness of the
principle of legal precedent depending on corporate
scale.

In the following, the situation of dismissal in
Japan (except disciplinary dismissal) will be
introduced in terms of both provisions and
procedures. Meanwhile, as an issue associated with
dismissal, involuntary termination will also be dealt
with. Involuntary termination is an act whereby the
employer recommends that a worker resigns, or
recommends that the worker accepts an application
for agreed termination. If based on agreed
termination, involuntary termination is not dismissal,
and is therefore not subject to regulations of dismissal
under the Labor Standards Act or to provisions on the
abuse of dismissal rights. Even if for purposes of staff
reorganization, the four requirements for economic
dismissal need not be satisfied ** (for example,
offering voluntary termination in the case of
economic dismissal).™ Particularly in the case of

economic dismissal, mentioned above, offering
voluntary termination is included in the fulfillment of
efforts to avoid dismissal, and is therefore important
in terms of examining the situation of procedures.

2. Status of provisions on dismissal

Grounds for dismissal, like grounds for
disciplinary action, are normally listed in the rules of
employment. The 2003 Amendment of the Labor
Standards Act provides that “grounds for dismissal”
must be specified in the rules of employment as
mandatory matters for inclusion (matters that must be
stated in rules of employment without fail), obliging
companies to clearly specify grounds for dismissal in
advance (Labor Standards Act, Article 89 (iii)).

In the survey, 78.3% of companies replied that
they "Have specified” procedures when dismissing
employees, and 17.0% that they “Do not particularly
specify, but handle case by case”, among others.
Viewing this by scale of regular employees, the ratio
of “Have specified” rises as the corporate scale
increases. Companies that “Have specified” dismissal
procedures were then asked where these procedures
are specified, 97.9% responding “In the rules of
employment”. In other words, most companies that
have specified dismissal procedures specify them in
their rules of employment. By presence or lack of a
labor union, 22.1% of companies with a labor union
specify dismissal procedures through labor
agreements (Table VI11-24).

12 According to Araki (2013) pp.282-288, the legal principle of economic dismissal was until relatively recently understood to
invalidate dismissals that fail to satisfy the “four requirements” (the “four requirements theory”), but recent court cases have
come to adopt a position in which it is perceived as a typology of the main elements for judging whether there has been an abuse

of rights (the four elements theory).

13 Sugeno (2013) p.557.

14 According to Sugeno (2013) pp.530-532, however, semi-coercive or persistent acts of involuntary termination in a manner that
deviates from social appropriateness could constitute an illegal act and give rise to liability for damages towards the worker in

question.

15 Koike (2012) says that dismissal involves the important issues of how many workers to dismiss and who to dismiss, and that the
latter (selection of personnel) is particularly pivotal, but that because there are no good standards for selection in reality and
“nominated dismissal” by the management would inevitably be arbitrary, the only remaining option is “offering voluntary
termination”. And since voluntary termination also includes “shoulder tapping” (pressuring an employee to resign), it has been
pointed out that this is also “dismissal at the company’s convenience” (however, he also asserts that “voluntary termination by
shoulder tapping” is weaker in terms of selection by the management than nominated dismissal).
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Table VII-23  Status of Provisions on Procedures When Dismissing Employees (Unit = %)

. . Do not
N%;Eiaﬁbeﬂ n particularly
n Have specified custo?nar specify, but No response
Y handle case by
practice case

Total 5964 783 34 17.0 1.4
(Scale of regular employees)
Fewer than 100 3828 76.8 3.2 18.7 1.3
100-299 1466 81.9 4.0 13.0 1.1
300-999 360 81.4 3.9 13.6 1.1
1,000 or more 76 85.5 39 10.5 0.0

Table VII-24 Format of Provisions on Dismissal Procedures (Unit = %, Multiple Response)

employment agreement  regulatione.  Others  Noresponse
Total 4,668 97.9 7.2 6.2 03 04
(Scale of regular employees)
Fewer than 100 2,938 98.1 53 5.5 0.3 0.4
100-299 1,201 98.1 7.8 7.1 03 0.4
300-999 293 96.9 21.2 8.9 0.7 0.7
1,000 or more 65 954 26.2 6.2 0.0 0.0
(Whether labor union exists)
Yes 1,107 96.9 22.1 6.9 0.4 0.8
No 3,446 98.3 24 59 0.3 0.3

* Aggregated from companies that “Have specified” dismissal procedures.

3. Involuntary termination and dismissal

In Japan today, how is dismissal carried out, and
what sort of procedures are used? Let us first look at
involuntary termination (Table VI1-25). In the survey,
companies were asked whether they had imposed
involuntary termination on any regular employee in
the last 5 years. They were not asked the reasons or
context lying behind the involuntary termination.
According to the results, 16.6% of companies had
imposed involuntary termination on individual regular
employees (“Yes replies). Viewing this by scale of
regular employees, “Yes” replies increased in
proportion to corporate scale. Viewed by change in

sales turnover in the last 5 years (as a way of assessing
in terms of corporate performance),”® the ratio is higher
in companies whose sales turnover has “Decreased” .
Hardly any difference in the ratio is seen based on
whether companies have a labor union or not.

Next, the implementation status of dismissal is as
shown in Table V1I-26. In the survey, companies were
asked whether they had dismissed regular employees
(except disciplinary dismissal) in the last five years.
According to the results, 16.2% of companies had
implemented “Normal dismissal” and 8.7%
“Economic dismissal”. By scale of regular
employees, the ratio of normal dismissal rises as the

16 In this survey, companies were asked to give their last 5 years' sales turnover, profit margins and other details on a 5-stage ordinal
scale, as a question to show corporate performance. It should be noted that this is only based on a subjective judgement.
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corporate scale increases. On the other hand, no
difference based on corporate scale is seen in cases of
economic dismissal. In terms of changes in sales
turnover in the last 5 years, the ratio of economic
dismissal was 5.6% and 5.1%, respectively, in

(13.0%) for those whose sales turnover had
“Decreased” . However, no difference is seen in the
implementation ratios of normal dismissal based on
changes in sales turnover. In terms of whether they
have a labor union or not, companies with labor

unions had lower ratios of both normal dismissal and
economic dismissal.

companies where sales turnover “Increased” and
“Stayed about the same”, but was more than double

Table VII-25 Involuntary Termination Imposed on Individual Regular Employees over the

Last 5 Years (Unit = %)

n Yes No

Total 5892 16.6 834
(Scale of regular employees)

Fewer than 100 3785 15.5 84.5
100-299 1453 17.6 824
300-999 356 233 76.7
1,000 or more 75 30.7 69.3
(Change in sales turnover in the last 5 years)

Increased 1865 12.2 87.8
Stayed about the same 1123 143 85.7
Decreased 2494 21.1 789
(Whether labor union exists)

Yes 1295 15.8 84.2
No 4448 16.8 83.2

* Aggregated from all except “No response”.

Table VII-26 Regular Employees Dismissed over the Last 5 Years (Unit = %, Multiple Response)

Normal Economic

n dismissal dismissal No dismissal

Total 5879 16.2 8.7 79.0

(Scale of regular employees)

Fewer than 100 3769 15.2 8.9 79.6

100-299 1453 17.1 79 78.7

300-999 356 21.9 9.0 744

1,000 or more 75 30.7 8.0 69.3

(Change in sales turnover in the last 5 years)

Increased 1867 16.7 5.6 80.8

Stayed about the same 1117 15.0 5.1 83.0

Decreased 2483 17.3 13.0 74.7

(Whether labor union exists)

Yes 1297 13.0 6.4 833

No 4428 17.2 9.2 77.8

*Aggregated from all except “No response”.
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4. Status of consultation on dismissal with labor
unions, etc., and length of dismissal notice
One of the four requirements for economic

dismissal is the appropriateness of dismissal
procedures. Here, labor-management consultation is
an important element in helping to provide
information and explanations to employees. In this
connection, Table VII-27 shows the status of
consultation with labor unions, etc., for both normal
dismissal and economic dismissal. According to this,
65.1% of companies “Did not particularly engage in
consultation” in cases of normal dismissal, but in
cases of economic dismissal this ratio was 54.6%. In
other words, the proportion of companies carrying out
some kind of consultation was higher in cases of
economic dismissal.

In terms of whether or not labor unions or labor-
management consultation bodies exist, the ratio of
“Did not particularly engage in consultation” was
highest in “Companies that have neither” for both
normal dismissal and economic dismissal, followed
by “Labor-management consultation body only”,
“Labor union only” and “Both labor union and labor-
management consultation body” in descending order.

Looking specifically at economic dismissal, of
companies replying “Both labor union and labor-
management consultation body”, 80.4% say they

“Consulted with labor union”. Of those replying
“Labor union only”, 63.2% “Consulted with labor
union”, while 31.6% “Consulted with selected
employee representatives” . Of those replying “Labor-
management consultation body only”, 41.3% “Did
not particularly engage in consultation”, but 38.4%
“Consulted with selected employee representatives” .
Even when there is a labor-management consultation
body, a large proportion of companies “Consulted
with selected employee representatives”. As for
“Companies that have neither” a labor union nor a
labor-management consultation body, 72.4% say they
“Did not particularly engage in consultation” .

So, how much notice do companies give employees
before dismissing them? Article 20 paragraph 1 of the
Labor Standards Act states that, if an employer wishes
to dismiss a worker, the employer must provide at least
30 days advance notice (an employer who does not
give 30 days advance notice must pay the average
wages for a period of not less than 30 days). According
to Table VI1-28, the highest ratio in cases of normal
dismissal is 51.2% for “About 1 month”. The most
common reply in cases of economic dismissal is also
“About 1 month” with 38.7%. Although it is not
known whether an advance notice allowance is payable
in such cases, the period of notice for both normal
dismissal and economic dismissal appears to focus on

Table VII-27 Status of Consultation with Labor Unions, etc.,, When Dismissing Employees

(Unit = %, Multiple Response)

Normal dismissal

Economic dismissal

Consulted Consulted
with Consulted with ~ Did not with Consulted with ~ Did not
Consulted . Consulted .
. labor- particularly . labor- selected  particularly
n with labor ) n with labor )
. management engage in . management  employee  engage in
union ) ) . union . . .
consultation representatives consultation consultation representatives consultation
body body
Total 820 19.8 4.1 16.2 65.1 || 438 244 9.1 21.7 54.6
(Whether labor unions or labor-
management consultation bodies exist)
St o il et bl 00| 688 110 83  266| 56| 804 161 7. 125
management consultation body : : ’ : : ) : ’
Labor union only 42 35.7 0.0 16.7 524 19 63.2 53 316 21.1
Labor-management
consultation body only 242 14.0 54 59.9 || 109 229 13.8 38.5 41.3
Companies that have neither 399 8.8 23 10.8 79.7 || 232 9.5 5.6 16.8 724

* For normal dismissal, aggregated from all companies that had “Carried out normal dismissals” over the last 5 years, except “No response”. For economic
dismissal, aggregated from all companies that had “Carried out economic dismissals” over the last 5 years, except “No response”.
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Table VII-28 Length of Dismissal Notice (Unit = %)

1 week or About 1-2 About3 About1 About 1-2 About 3-4 About 5-6 More than 1 month More than

less weeks weeks month  months months months 6 months orless 1 month
Normal 884 10.5 53 33 51.2 24.1 3.8 06 1.1 704 296
dismissal
TOMANE) |y 18 04 07 38.7 38.1 149 13 42 416 58.4
dismissal

* For normal dismissal, aggregated from all companies that had “Carried out normal dismissals” over the last 5 years, except “No response”. For economic
dismissal, aggregated from all companies that had “Carried out economic dismissals” over the last 5 years, except “No response”. Here, “1 month or less”
is the total of “1 week or less”, “About 1-2 weeks”, “About 3 weeks” and “About 1 month”. “More than 1 month” is the total of “About 1-2 months”, “About

3-4 months”, “About 5-6 months” and “More than 6 months”.

“About 1 month”. The proportion of companies
replying “More than 1 month™ (the total of “About 1-2
months”, “About 3-4 months” , “About 5-6 months”
and “More than 6 months”) suggests that longer
periods of notice are given for economic dismissal than
for normal dismissal.

5. Dismissal avoidance measures in normal
dismissal

Next, what kind of reasons lead to normal
dismissal, and what kind of process does it follow
(measures before resorting to dismissal)? Table VII-
29 summarizes the reasons for normal dismissal.

The most commonly cited reason for normal
dismissal was “Employee misconduct” with 42.7%,
followed by “Lack of skills needed for work”,
“Disruption of workplace discipline” and “Frequent
unauthorized absences”, among others. By scale of
regular employees, the ratios of companies citing
reasons of “Employee misconduct” and “Expiration
of leave” increase in proportion to corporate scale.
Conversely, the ratios of companies citing reasons of
“Lack of skills needed for work” increase in inverse
proportion to corporate scale.’” “Disruption of
workplace discipline” scores around 30% in all

corporate scales.

In terms of different periods of advance notice for
normal dismissal,*® only in the case of “Employee
misconduct” does dismissal notice of “About 3
weeks” account for a higher proportion than “More
than 1 month”. This suggests that the length of time
until dismissal is shorter when cases of “Employee
misconduct” arise.

In the survey, companies were asked what
measures they take before resorting to normal
dismissal. Table VII-30 shows whether companies
give consideration to prospects of future improvement
(warnings, Give opportunities for correction) when a
case applicable to normal dismissal arises. This
question included the option “Carried out involuntary
termination”. The purpose of this was to confirm
whether measures to switch to voluntary termination
(agreed termination) rather than normal dismissal are
taken (in this, involuntary termination could also be
seen as a dismissal avoidance measure).

According to this, the most commonly cited
measure was “Warnings”~ with a ratio of 58.0%,
followed by “Give opportunities for correction”
(46.0%), “Carried out involuntary termination”
(45.0%), and “Consider redeployment to another

17 This is because the ratio of normal dismissal on grounds of “Lack of skills needed for work™ decreases as the corporate scale
increases. According to Morishima and Ouchi (2013), dismissing workers because of a lack of skills is difficult in terms of judicial
precedent. Behind this, they say, lies the assumption that Japanese companies hire and give vocational training to persons without
professional experience (new graduates), causing the courts to view a lack of skills as a possible error in selection or training on
the part of the company (in other words, some of the responsibility lies with the company).

18 Here, the aim is to highlight the difference between shorter lengths of dismissal notice, and so the period of notice for normal
dismissal is divided into two groups, namely “About 3 weeks” (the total of “1 week or less”, “About 1-2 weeks” and “About 3
weeks”) and “More than 1 month” (the total of “About 1 month”, “About 1-2 months”, “About 3-4 months”, “About 5-6

months” and “More than 6 months”).
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Table VII-29 Reasons for Implementing Normal Dismissal (Unit = %, Multiple Response)

Disruption  Lack of

Frequent : .
nEiTc%%iit unaat;lstgﬁcrézsed wprl?pf)Igce ne:cli(glci for Eé?llrezt\llzn prl-c|>el:>algrkr]15 Others
discipline  work

Total 689 427 20.8 332 38.8 12.0 16.8 55
(Scale of regular employees)

Fewer than 100 403 39.0 19.6 345 444 6.7 16.9 6.5
100-299 184 44.6 24.5 304 326 14.1 19.6 6.0
300 or more 83 53.0 19.3 325 24.1 337 10.8 1.2
(Notice period for normal dismissal)

About 3 weeks 132 583 14 333 326 4.5 83 3.8
More than 1 month 519 387 229 337 412 14.1 19.3 54

* Aggregated from all companies that had “Carried out normal dismissal” except “No response”. In the period of notice for normal dismissal, “About 3
weeks” is the total of “1 week or less”, “About 1-2 weeks” and “About 3 weeks". “More than 1 month ago” is the total of “About 1T month”, “About 1-2
months”, “About 3-4 months”, “About 5-6 months” and “More than 6 months”.

Table VII-30 Measures Taken before Normal Dismissal (Unit = %, Multiple Response)

Consider Gaineaies
Give redeplovment Carried out None of giving
n Warnings  opportunities o Sno)fcher involuntary ~ Others these opportunities
for correction d termination measures for
epartment )
improvement

Total 816 58.0 46.0 239 45.0 6.0 6.7 71.9
(Scale of regular employees)
Fewer than 100 493 56.8 446 215 493 59 53 69.6
100-299 215 63.3 484 274 37.7 47 8.4 76.3
300 or more 86 57.0 453 30.2 384 9.3 9.3 76.7
(Labor-management consultation
in cases of normal dismissal)
Did not particularly engage 475 552 434 22.1 453 55 738 6822
in consultation
Sz [ln saims Ll ei 244 63.9 525 238 459 70 6.1 77.9
consultation
(Reason for implementing
normal dismissal)
Employee misconduct 271 64.2 454 18.1 41.7 5.2 10.7 70.5
Frequent unauthorized 136 779 625 294 338 22 37 90.4
absences
Disruption of workplace 219 726 589 260 466 4 32 79.5
discipline
Lack of skills needed for work 261 65.1 61.3 333 479 3.1 1.5 83.9
Expiration of leave 79 544 41.8 38.0 31.6 7.6 7.6 785
Health problems 11 58.6 514 38.7 523 6.3 54 75.7

* Aggregated from all companies that had “Carried out normal dismissal” except “No response”. Here, “Companies giving opportunities for improvement”
are companies that selected at least one of “Warnings”, “Give opportunities for correction” and “Consider redeployment to another department”.
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department” (23.9%), among others. In other words,
about 40% of companies carry out involuntary
termination when dismissing staff.

Here, on aggregating companies that selected one
of “Warnings”, “Give opportunities for correction”
and “Consider redeployment to another department”
as "“Companies giving opportunities for
improvement”, the ratio was 71.9%. In other words,
more than 70% of all companies give some kind of
opportunity for improvement.

Seen by scale of regular employees, the ratio of
“Consider redeployment to another department” and
others generally rises as the corporate scale increases.
This must mean that larger corporations have more
options for changing sites of redeployment. In terms
of whether labor-management consultation is carried
out in cases of normal dismissal, companies that
“Engaged in some kind of consultation” had higher
ratios of “Warnings” and “Give opportunities for
correction” than those that “Did not particularly
engage in consultation” .

By reason for carrying out normal dismissal, the
ratio of Companies giving opportunities for
improvement was higher in the cases of “Frequent
unauthorized absences” and “Lack of skills needed
for work” .

6. Dismissal avoidance measures in economic
dismissal

Meanwhile, Table VII1-31 shows dismissal
avoidance measures taken in cases of economic
dismissal. According to this, the most common
measure was “Reduce new graduate hiring” with
45.6%, followed by “Reduce or scrap unprofitable
departments, close business sites” (43.3%),
‘Redeployment” (42.9%) and “Offer voluntary
termination (including preferential treatment for early
termination)” (29.7%), among others. Companies
stating that they “Take no dismissal avoidance
measures” accounted for a mere 7.6%. This reveals
that most companies consider themselves to have
taken dismissal avoidance measures.

By scale of regular employees, the proportion of
companies citing dismissal avoidance measures of
“‘Redeployment”, “Offer voluntary termination”,
“Restrict overtime”, “Do not renew contracts of non-

Labor Situation in Japan and Its Analysis: Detailed Exposition 2014/2015

regular employees” and “Do not renew contracts of
agency workers and contract workers” increases in
proportion to corporate scale. In terms of changes in
sales turnover, the ratios of “Reduce wage increases”,
“Reduce new hiring”, “Temporary closure”, “Wage
cuts”, “Reduce or scrap unprofitable departments,
close business sites”, “Cut bonuses” and “Offer
voluntary termination”, among others, were higher in
companies where sales turnover has “Decreased”
than in those where it has “Increased or stayed level .

In terms of whether a labor union exists, the ratios
of “Offer voluntary termination”, “Cut bonuses”,
“Do not renew contracts of non-regular employees”,
“Do not renew contracts of agency workers and
contract workers”, “Reduce new hiring” and “Reduce
or scrap unprofitable departments, close business
sites”, among others, are higher in companies with
labor unions than in those without. Companies with
labor unions appear to tend to “Offer voluntary
termination” .

Meanwhile, in terms of whether labor-
management consultation is carried out in cases of
economic dismissal, companies that “Engaged in
some kind of consultation” had a 33.2 point
advantage in the ratio of “Offer voluntary
termination” compared to companies that “Did not
particularly engage in consultation”. Besides this,
their ratios of “Reduce new hiring”, “Cut bonuses”,
“Do not renew contracts of agency workers and
contract workers”, “Temporary closure”, “Reduce or
scrap unprofitable departments, close business sites”
and “Do not renew contracts of non-regular
employees” were also higher.

Next, Table VI1-32 shows special measures taken
for personnel targeted by economic dismissal.
According to this, “Increase severance pay’
accounted for the highest ratio with 34.3%, followed
by “Mediate in re-employment”, “Special leave
before termination” and “Entrust to job introduction
agency”, among others. Companies that “Do not
implement any measures” accounted for 24.7%.

Viewing this by scale of regular employees, the
ratios of companies undertaking “Mediate in re-
employment” and “Entrust to job introduction
agency’ increased in proportion to corporate scale.
The ratio of companies that “Do not implement any
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measures” was generally in inverse proportion to
corporate scale. This reveals that there are differences
depending on corporate scale. In terms of changes in
sales turnover, the ratio of “Increase severance pay”
was higher in companies whose sales turnover
“Decreased” compared those in which it “Increased
or stayed level”.

In terms of whether a labor union exists,
companies with labor unions responded with higher
ratios of “Increase severance pay”, “Entrust to job
introduction agency” and “Mediate in re-
employment” than those without labor unions. This
suggests a trend for labor unions to focus energy in
negotiating conditions such as increases in severance
pay and mediation in re-employment.

Next, as to whether companies engage in labor-
management consultation in cases of economic
dismissal, companies that “Engaged in some kind of
consultation” had higher ratios of “Increase severance

Table VII-31

(Unit = %, Multiple Response)

pay’, “Mediate in re-employment” and “Entrust to
job introduction agency”, among others, than those
that “Did not particularly engage in consultation”. On
the other hand, companies that “Did not particularly
engage in consultation” had a higher ratio of “Took
no measures” .

In terms of whether voluntary termination is
offered, companies that offer voluntary termination
(“Yes” replies) scored higher ratios of “Increase
severance pay”, “Entrust to job introduction agency”
and “Mediate in re-employment” than those that do
not offer voluntary termination (the former had
particularly high ratios of “Increase severance pay”).

Table VII-33 shows the level of increases by
companies that “Increase severance pay’. As the
table shows, the most common response was “Add
the equivalent of about six months’ wages” with
26.6%, followed by “Add the equivalent of a few
months’ wages™ and “Guarantee levels of severance

Dismissal Avoidance Measures before Resorting to Economic Dismissal

Do not Offer
Reduce or onot | renew voluntary
Reduce Feglice scrap contracts termination Take no
Secondment,  Cut Wage Temporary Restrict unprofitable of agency (including dismissal
n h?:;xv Redeployment transfers  bonuses ingzgse s cuts closure  overtime departments, ﬁ?,?]"raeaﬂ workers  preferential Others avoidance
9 close business ok og e and treatment measures
sites PIOVEES  contract ~ for early
workers  termination)
Total | 434 | 45.6 429 13.4 26.7 263 26.5 249 28.1 433 25.1 20.0 29.7 2.8 7.6
(Scale of regular employees)
Fewer than 100 289 45.0 353 1.1 27.0 27.0 28.7 239 27.0 415 20.1 17.0 24.6 2.8 10.0
100-299 101 50.5 525 18.8 27.7 26.7 21.8 28.7 29.7 48.5 347 25.7 36.6 3.0 3.0
300 or more 29 483 759 20.7 276 24.1 13.8 20.7 345 517 448 345 62.1 34 0.0
(Change in sales turnover in the last 5 years)
Increased or
stayed about 125 39.2 48.0 15.2 224 18.4 20.0 19.2 248 384 248 20.8 256 4.0 8.8
the same
Decreased 290 50.0 40.7 134 29.7 303 286 279 303 46.6 252 19.7 321 24 6.6
(Whether labor union exists)
Yes 72 55.6 50.0 13.9 45.8 333 333 30.6 27.8 52.8 40.3 30.6 56.9 2.8 2.8
No 347 447 40.9 135 231 254 245 239 28.8 421 219 18.2 245 29 8.6
(Labor-management consultation in cases of economic dismissal)
Did not
particularly
engage in 21 42.2 40.8 11.8 223 26.1 28.0 209 275 41.2 223 14.7 15.6 33 76
consultation
Engaged in
some kind of 180 55.6 44.4 15.6 36.1 283 27.2 322 31.1 50.6 30.0 26.7 48.9 2.8 44
consultation

* Aggregated from all companies that “Carried out economic dismissal” except “No response”.
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pay upon mandatory retirement”, among others.*
Viewing “Add the equivalent of at least six
months’ wages” (the total of “Add the equivalent of
about six months’ wages”, “Add the equivalent of
about a year's wages , “Add the equivalent of 2-3
years' wages” and “More than that”) by scale of
regular employees, the ratio was highest in companies
with “300 employees or more”. In terms of changes
in sales turnover, the ratio of “Add the equivalent of
at least six months’ wages” was lower in companies
whose sales turnover “Decreased” compared to those
in which it “Increased or stayed level”. Levels of
increase appear to differ depending on corporate

performance.

Meanwhile, in terms of whether a labor union
exists, companies with a labor union had a higher
ratio of “Add the equivalent of at least six months’
wages’ than those without one. As for engagement in
labor-management consultation in cases of economic
dismissal, similarly, companies that “Engaged in
some kind of consultation” had a higher ratio in this
item than those that “Did not particularly engage in
consultation”. Finally, in terms of whether voluntary
termination is offered, the ratio was higher in
companies that “Offer voluntary termination” than in
those that “Do not offer voluntary termination” .

Table VII-32 Special Measures for Personnel Targeted by Economic Dismissal (Unit = %,

Multiple Response)
Increase  Special leave Mediate in Entyggt to Take none
n severance before re- introduction Others of these
pay termination employment agency measures

Total | 443 | 395 219 28.0 8.1 5.2 284
(Scale of regular employees)
Fewer than 100 298 36.2 22.5 27.2 5.7 5.7 30.2
100-299 102 51.0 21.6 284 10.8 49 20.6
300 or more 28 46.4 214 429 286 0.0 25.0
(Changes in sales turnover in the last 5 years)
Increased or stayed 128 35.2 219 289 9.4 55 344
Decreased 296 41.6 226 274 8.1 5.1 26.0
(Whether labor union exists)
Yes 74 59.5 203 324 18.9 1.4 17.6
No 354 36.2 223 274 6.2 5.9 29.9
(Labor-management consultation in cases of economic dismissal)
E%%agfggg‘sﬁgg on 187 524 24.6 34.2 118 43 17.1
Did not particularly
engage in 211 29.9 19.4 223 4.7 6.6 36.0
consultation
(Whether voluntary termination is offered)
No 299 28.1 214 23.7 40 54 35.8
Yes 128 66.4 22.7 35.9 18.0 4.7 11.7

* Aggregated from all companies that “Carried out economic dismissal” except “No response”.

19 Although “Add the equivalent of a few months" wages” was not included in the questionnaire options, it was later added to the
options by after-coding from data entered freely under “Others”.
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Table VII-33 Levels of Increased Severance Pay in Measures for Economic Dismissal
(Unit = %)

Guarantee

levels of Addthe  Addthe  Addthe Addthe Add the
severance equivalent equwalen't equivalent equivalent More than equivalent
n ofafew ofaboutsix ofabouta  of 2-3 Others  of at least
nm (l;a’:::(())?y months’  months’ year's years' = six months’
retirement  Wages wages wages wages wages
Total | 69| 130 219 266 11.8 4. 0.0 25| 46
(Scale of regular employees)
Fewer than 100 105 15.2 28.6 18.1 133 29 0.0 219 343
100-299 49 12.2 8.2 429 4.1 4.1 0.0 286 51.0
300 or more 13 0.0 23.1 30.8 30.8 15.4 0.0 0.0 76.9
(Changes in sales turnover in the last 5 years)
Increased or stayed 44 136 159 27.3 159 658 00 205 50.0
Decreased 118 12.7 23.7 27.1 10.2 34 0.0 229 40.7
(Whether labor union exists)
Yes 43 14.0 18.6 27.9 16.3 7.0 0.0 16.3 51.2
No 123 13.0 22.8 26.0 10.6 33 0.0 244 39.8
(Labor-management consultation in cases of economic dismissal)
Engaged in some kind 9 135 208 27.1 135 73 0.0 177 47.9
Did not particularly 60 117 267 267 83 00 0.0 267 350
engage in consultation
(Whether voluntary termination is offered)
No 80 18.8 25.0 225 6.3 13 0.0 263 30.0
Yes 83 6.0 19.3 325 18.1 7.2 0.0 16.9 57.8

* Aggregated from all companies that increased severance pay for personnel targeted by economic dismissal personnel targeted by economic dismissal,
except “No response”. “Add the equivalent of at least six months’ wages” is the total of “Add the equivalent of about six months’ wages”, “Add the
equivalent of about a year's wages”, “Add the equivalent of 2-3 years’ wages” and “More than that".

7. Dismissal procedures and status of dismissal

disputes and resolutions

Table VI1-34 shows procedures followed by
companies when dismissing employees. For both
normal dismissal and economic dismissal, the
procedures most commonly cited by companies were
“Indicating the reason for dismissal” and “Indicating
the date of dismissal” with around 80%, followed by
“Hearing opinions from the employees themselves”
and “Indicating the amount and date of payment of
severance pay , among others. Comparing the two
types of dismissal, procedures such as “Indicating the
standards for selecting personnel to be dismissed”,
“Indicating the amount and date of payment of
severance pay , “Indicating the date of dismissal”
and “Consulting and building consensus with labor

unions, etc.” had a higher ratio of implementation in
economic dismissal than in normal dismissal.

Now, let us look at normal dismissal and economic
dismissal in terms of engagement in labor-
management consultation. Firstly, in the case of
normal dismissal, companies that “Engaged in some
kind of consultation” had higher ratios of “Consulting
and building consensus with labor unions, etc.”,
“Indicating the standards for selecting personnel to be
dismissed” and “Hearing opinions from the
employees themselves”, among others, than those
that “Did not particularly engage in consultation”. In
cases of economic dismissal, too, companies that
“Engaged in some kind of consultation” had higher
ratios of “Consulting and building consensus with
labor unions, etc.”, “Indicating the amount and date
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of payment of severance pay”, “Indicating the
standards for selecting personnel to be dismissed”
and “Hearing opinions from the employees
themselves”, etc., than those that “Did not
particularly engage in consultation”. This suggests
that engaging in consultation raises the
implementation ratio of providing information and
giving explanations, such as standards for selecting
personnel to be dismissed and hearing opinions from
the employees themselves.

In this survey, companies were asked whether they
had had disputes with dismissed employees in cases
of normal dismissal and economic dismissal,
respectively. According to this, 16.1% of companies
had had disputes with dismissed employees (“Yes”
replies) in cases of normal dismissal and 11.4% in

economic dismissal, showing a slightly higher ratio
for the former # (Figure VI1-35). This means that, in
both normal dismissal and economic dismissal, about
10% of the implementing companies experience
disputes.

Companies that had had disputes with dismissed
employees were asked about the status of dispute
resolution, with the results shown in Table VI1I-36. In
normal dismissal, “Resolved through dialog with the
employee” polled the highest ratio with 45.5%,
followed by “Resolved through an external dispute
resolution body”, “Resolved in a court of law” and
“Resolved through the labor tribunal system”, among
others. In economic dismissal, again, the highest ratio
was “Resolved through dialog with the employee”
with 53.8%, followed by “Resolved in a court of law”,

Table VII-34 Procedures When Dismissing Employees (Unit = %, Multiple Response)

Indicating | .. .. ) :
Indicatingthe ~ Hearing . Consulting
Indicating  Indicating g;,%ag;?;ﬂ} standardsfor  opinions I;agl\llr;gcaen and building rl"grl]lgv(\)/f
n thereason  the date of ayment of selecting  from the notice  consensus Others these
for dismissal ~ dismissal F;e}\l/erance personnelto employees allowance with labor rocedures
pay be dismissed  themselves unions, etc. P
Total | 81| 885 814 409 143 586 377 9.0 12 09
‘_§ (Labor-management consultation in cases of economic dismissal)
g Did not particularly
S |engagein 528 88.4 833 39.0 9.5 55.7 373 0.2 0.9 1.3
TEu consultation
S | Engaged in some
Z | kind 280 89.6 80.0 454 24.6 65.7 38.6 27.9 1.8 0.0
of consultation
__|Total 453 89.4 89.4 523 33.1 55.6 320 13.7 0.9 04
©
4 | (Labor-management consultation in cases of economic dismissal)
E | n: .
% | Did not particularly
© |engagein 233 91.0 89.3 438 26.6 515 31.8 0.0 13 0.4
‘E | consultation
@]
S | Engaged in some
& | kind 194 88.7 91.2 66.0 428 61.3 304 32.0 0.5 0.0
of consultation

* For normal dismissal, aggregated from all companies that had “Carried out normal dismissals” over the last 5 years, except “No response”. For economic
dismissal, aggregated from all companies that had “Carried out economic dismissals” over the last 5 years, except “No response”.

20 In the survey, companies that had consulted with labor unions when implementing normal dismissal and economic dismissal were
asked whether this had led to disputes with the labor union. According to this, the ratio of companies experiencing disputes after
consulting with the labor union (“Yes”replies) was 10.5% for normal dismissal and 14.3% for economic dismissal, showing a
slightly higher probability that economic dismissal will result in disputes. In any case, this means that, in both normal dismissal
and economic dismissal, about 10% of the implementing companies even experience disputes in collective labor relations.
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“Resolved through an external dispute resolution
body” and “Resolved in a labor tribunal”, among
others. Although some companies resolved disputes
in a court of law, a certain proportion did so through
an external dispute resolution body, and the labor
tribunal system is also being used. In cases of
dismissal, it appears that resolution through dialog
with the employee can sometimes be difficult because
the path to continuity of employment is cut off, and in
these cases the dispute becomes externalized toward
resolution by external bodies.

In the survey, companies were asked about special
measures for dispute resolution. According to this, for
both normal dismissal and economic dismissal, the
highest ratio was “Payment of settlement money”
(49.2% and 63.0%, respectively). Besides this, in
normal dismissal, about 20% (20.3%) of companies
cited “Change in the reason for termination”.
Companies that “Do not take any measures’
accounted for 25.2% in normal dismissal and 17.3%
in economic dismissal (Table V11-37).

Figure VII-35 Disputes with Dismissed Employees

0 10 20 30

(%)
40 50 60 70 80 20 100

Normal dismissal (n=162)

83.9 |

Economic dismissal (n=105)

88.6 |

EYes

ONo

* For normal dismissal, aggregated from all companies that had “Carried out normal dismissals”. For economic dismissal, aggregated from all companies
that had “Carried out economic dismissals”.

Table VII-36 Status of Dispute Resolution with Employees over Dismissal (Unit = %,

Multiple Response)
Resolved
Resolved through an
et | e through  external Resolved Resolvedina
Gt | el internal dispute through the court of law
n dialog with dialog with : 5 labor " Others  Unresolved
the the labor complaints resolution tribunal (including
employee  union processing body (local system reconciliation)
body Labour
Bureau, etc.)
Normal
dismissal 138 47.1 0.7 22 232 109 18.8 0.7 7.2
Economic
dismissal 49 57.1 0.0 6.1 224 8.2 245 0.0 0.0

* For normal dismissal, aggregated from all companies that had “Carried out normal dismissals” and had had disputes with dismissed employees (“Yes”
replies ), except “No response”. For economic dismissal, aggregated from all companies that had “Carried out economic dismissals” and had had disputes
with dismissed employees (“Yes” replies ), except “No response”.
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Table VII-37 Special Measures for Resolution with Employees Related to Dismissal (Unit = %,

Multiple Response)
Payment of Revocation of Do not take any
n settlement thange O.f réason _d|sm|ssal Others of these
money or termination (rems'g:’ga)ment, measures
Normal dismissal 128 49.2 22.7 55 55 28.1
Economic dismissal 46 63.0 10.9 6.5 43 19.6

* For normal dismissal, aggregated from all companies that had “Carried out normal dismissals” and had had disputes with dismissed employees (“Yes”
replies ), except “No response”. For economic dismissal, aggregated from all companies that had “Carried out economic dismissals” and had had disputes

with dismissed employees (“Yes” replies ), except “No response”.

Il Conclusion

This paper has introduced survey results from
JILPT’s “Fact-finding Survey on Employee Hiring
and Firing”, with particular focus on hiring, discipline
and dismissal.

In Section 1, we have confirmed the degree to
which Japanese companies withdraw job offers and
make decisions not to hire during probationary
periods, in particular, with focus on their hiring of
new graduates. Japanese companies hardly ever
withdraw job offers, and disputes with prospective
employees after withdrawing job offers are rare.
However, problems are prone to occur when
companies withdraw job offers for their own business
reasons. Meanwhile, decisions not to hire prospective
employees during probationary periods have been at
a low level (about 10%) over the last 5 years. But this
rises to around 20% in the case of fixed-term
probationary contracts, a growing phenomenon in
recent years, and there are now signs of probationary
periods being applied more rigorously.

In Section 2, we first confirmed the situation of
provisions on disciplinary action, then examined how
procedures for disciplinary action are being applied.
According to this, most companies provide for
disciplinary action in their rules of employment. As
procedures for applying the various types of
disciplinary action, 80% of companies disclosed
reasons for the action while 70% gave employees
opportunities to explain. Around 20-30% of
companies engaged in explanations and consultation
with labor unions and others when taking disciplinary
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action. As the type of action enters more severe areas
such as disciplinary dismissal, the frequency of
explanation and consultation with labor unions, etc.,
appears to increase slightly. As for types of
disciplinary action implemented over the last 5 years,
“Submission of written apology” and “Cautions,
warnings and reprimands” were applied more
frequently than other types. “Disciplinary dismissal”,
the most severe disciplinary action, was applied by
13.2% of companies and “Guided dismissal” by
9.4%. On disputes with employees targeted by
disciplinary action, 17.0% of companies that
implemented disciplinary dismissal and guided
dismissal had experienced such disputes. Of the types
of action, those related to dismissal, in particular,
prove particularly prone to cause disputes. Another
characteristic is that external bodies (courts, labor
tribunal system, external dispute resolution bodies)
are frequently involved in resolving disputes related
to companies that implement disciplinary dismissal
and guided dismissal.

In Section 3, we addressed the problems of
involuntary termination and dismissal (normal
dismissal and economic dismissal). The aggregated
results show that, in cases of normal dismissal, most
companies engage in measures to avoid dismissal.
About 70% of companies give some kind of
opportunity for improvement (warnings, opportunities
for correction, consideration of redeployment to other
departments), and about 40% practice involuntary
termination. In economic dismissal, too, most
companies attempt dismissal avoidance measures. In
companies with labor unions and companies that have
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engaged in labor-management consultation, dismissal
avoidance measures in cases of economic dismissal
most often involve offering voluntary termination.
Companies that offer voluntary termination are more
likely to increase severance pay, mediate in re-
employment, or entrust cases to job introduction
agencies. As for labor-management consultation
concerning dismissal, 65.1% of companies
implemented normal dismissal and 54.6% economic
dismissal without labor-management consultation.
This trend was particularly conspicuous in companies
that have neither a labor union nor a labor-
management consultation body. Organized support
provided by labor unions and the like appears to be
important as an outlet for workers’ voices.

Generally speaking, moreover, problems related to
dismissal (disciplinary dismissal, normal dismissal,
economic dismissal) are prone to develop into
individual labor-related disputes. In such cases, there
appears to be a tendency to entrust resolution to
external bodies (courts, external dispute resolution
bodies, the labor tribunal system, etc.). In cases of
dismissal, there may be difficulty in persuading the
person concerned, due to the need for continuity of
employment. In such cases, 49.2% of companies pay
settlement money for normal dismissal and 63.0% for
economic dismissal. Although the survey does not
clarify the ins and outs of these payments or the
amounts paid, it is clear that a method of resolution
involving money does exist.

Finally, let us enumerate the problems with this
survey. At the beginning of this paper, we stated that
individual labor-related disputes are in an increasing
trend. Even in this paper, it has become clear that
disputes can easily arise, particularly in problems
related to dismissal. However, although this survey
has mainly investigated the procedures of companies
that have actually implemented dismissals, it has been
harder to grasp more intricate information on the
number and attributes of dismissed employees, how
reasonable the grounds for dismissal were, or how
hard companies tried to implement dismissal
avoidance measures or procedures. On this subject, it
is thought necessary to assess the current situation by
enhancing the survey method and gathering
individual case studies in future. Moreover, this

survey has confirmed the existence of companies that
adopt methods such as encouraging involuntary
termination, offering voluntary termination and other
forms of firing (agreed termination) rather than
dismissal in the preliminary stages before dismissal.
As well as ascertaining the realities of involuntary
termination, in cases of both economic dismissal and
normal dismissal, studies aimed at building consensus
between labor and management on involuntary
termination, dismissal and employment adjustment
will be needed in future.
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