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1. Comprehensive Research on Labor Policies

The following research projects are now being conducted.
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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 ef-
fective and efficient implementation. It serves to promote the livelihood of workers and the de-
velopment of the national economy by conducting comprehensive research projects regarding
labor issues and policies, and to capitalize the findings of such research by sponsoring training
programs for administrative officials. In order to achieve this objective, the Institute works to-
wards building a network with overseas research institutions and individual researchers, and
is also engaged in the definitive promotion of international joint study together with the ad-
vancement of labor policy studies from an international perspective.

This publication, which has been compiled as part of the Institute's effort to establish a
foundation for international activities, describes and analyzes individual themes related to the
current status of labor issues in Japan. The authors are primarily JILPT researchers; assis-
tance has been provided by officials at the relevant departments of the Ministry of Health, La-
bour 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 Ex-
position” editions. The Detailed Exposition 2009/2010 issued in March 2009, and provides re-
cent write-ups by JILPT researchers dealing mainly with important labor issues. The publica-
tion takes up specific topics and introduced recent trends concerning these as well as the rele-
vant analyses. Consequently, as opposed to the Detailed Exposition, this General Overview
2009/2010 edition provides an exhaustive range of write-ups that covered basic points on issues
related to labor issues and labor policies in Japan.

We hope that this publication will help its readers gain an understanding of the current la-

bor situation in Japan.

December 2009
The Japan Institute for Labour Policy and Training
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Chapter |

Japanese Economy and
Labor Situation

Japanese Economy: Current Situation and Outlook

From Post-war High Economic Growth
to Stable Growth

In the wake of the confusion and inflation that
came immediately after the end of the World War
II, once the Korean War (1950-51) was over, the
Japanese economy, rebuilt from the devastation
that followed Japan’s defeat, entered a period of
high Economic growth (1955 to the first half of
the 1970s). With an annual average real growth
rate of over 10% during this period, Japan has
become the world’s second largest economic su-
perpower after the US.

In addition to the collapse of the fixed ex-
change rate system and the transition to a flexi-
ble exchange rate system, in the 1970s it experi-
enced two separate oil crises. The first oil crisis
saw Japan experiencing the trilemma (triple
hardship) of inflation, current account deficit,
and economic downturn, in 1974 it recorded
negative growth for the first time since the end of
the war, and the process of adjustment proved to
be a very difficult one. By drawing on its experi-
ence from the first oil crisis, along with an ap-
propriate response from the government, calm
behavior on the part of companies and consumers,
moderation in wage determination and a struc-
tural shift in industry due to technological inno-
vation, Japan was able to respond to the second
oil crisis without any relatively major confusion.
Looking at its stable growth period overall,
amongst developed countries the Japanese eco-
nomy has performed well, with stable growth in
the region of 3-5%, stable commodity prices, and
a low unemployment rate.

However, in the 1970s Japan became an “ex-
porting superpower”’, and from the 1980s on-

wards, amid a substantial underlying current
account surplus, trade friction has intensified.
Furthermore, since the transition to the flexible
exchange rate system, there has been a shift to-
wards a long-term strong yen tendency, and in
the latter halves of the 70s and 80s and the
mid-90s in particular, the strong yen made sub-
stantial strides forward. Companies which faced
tough international competition due to the strong
yen pushed forward with international speciali-
zation. In particular, given the rapid rise of the
yen following the Plaza Agreement of 1985, pro-
gress towards international specialization moved
up another gear, and companies have responded
with measures such as boosting overseas produc-
tion, increasing imports of labor-intensive, low-
cost goods, and a move towards high-value-
added exports.

Emergence and Collapse of the Bubble
Economy, and Low Growth in the 90s

With a dramatic rise in the latter half of the
1980s in asset prices such as shares and land
prices, followed by a sudden fall in the first half
of the 1990s, Japan experienced the emergence
and collapse of a bubble economy.

The currency realignment that resulted from
the Plaza Agreement among the G5 countries in
September 1985 caused a substantial and rapid
rise in the yen, and hastened the downturn in the
economy (the “strong yen recession”). In addition
to developing economic policies aimed at boosting
the economy, centered around international pol-
icy coordination and expansion of domestic de-
mand, the government implemented positive eas-
y monetary policy. With some advantages to the

2 Labor Situation in Japan and Analysis: General Overview 2009/2010



strong yen emerging, in the economic recovery
that began in November, 1986 (the Heisei Boom),
economic growth, centered on private sector de-
mand, was high, and with a growth rate of
around 5%, Japan became one of the leading
large economies of the post-war period, with la-
bor demand becoming tighter. However, asset
prices such as shares and land prices rose
sharply and the bubble was born. Triggered by a
substantial rise in interest rates from the 90s
onwards, and the implementation of measures to
curb land prices, the bubble economy subse-
quently collapsed, and asset prices declined sig-
nificantly.

Following the collapse of the bubble economy
(90s), the Japanese economy for a long period
continued to remain in the doldrums, referred to
as “the 10 lost years”. With this as a factor, the
following points can be made.

(1) This is the effect of stock adjustment. Due
to the large accumulation of capital stock, hous-
ing, consumer durables and so forth in the bubble
period in the latter half of the 80s, rapid and sub-
stantial stock adjustment was carried out during
the economic downturn phase at the beginning of
the 90s. (2) This is the effect of excessive corpo-
rate and household debt. Although companies
and households in the bubble period acquired
stock and land with loans, increasing both assets
and liabilities, with the collapse of the bubble
economy asset prices fell, debts remained un-
cleared, and as a result, Japan’s balance sheet
deteriorated. Companies saddled with excessive
debts reduced costs such as labor costs, priori-
tized the repayment of loans, and curbed invest-
ment (3) This is the problem of non-performing
loans. With banks’ profits under pressure from
the burden caused by the amortization cost of
non-performing loans, their financial intermedi-
ary functions weakened, leading to a credit
crunch. As a result, corporate facilities invest-
ment was curbed. Furthermore, with the insta-
bility of financial systems due to bank insolven-
cies making companies and households more
cautious in their behavior, business investment
and consumption were curbed. (4) This is the ef-

Chapter| Japanese Economy and Labor Situation

fect of deflation. Amid the deflationary situation
(when prices were continuously declining), which
prevailed from the latter half of the 90s onwards,
corporate revenues and profits slumped, facilities
investment was curbed, employment and wages
were adjusted, and consumption failed to grow.
Moreover, deflation not only increases the debt
burden of companies saddled with excessive debt,
but the drop in asset prices, and stagnation in
corporate profit that accompanies deflation turns
borrowers’ loans into non-per- forming ones,
thereby exacerbating the non-per- forming loan
problem. There is also the aspect of economic
stagnation causing a drop in commodity prices.

It is thought that deflation, together with the
problems of excessive debt and non-performing
loans, form a vicious circle, and have dragged
down the Japanese economy.

Japan’s Longest Postwar Recovery and
the Economy Amid the Global Financial
Crisis

The recovery that began when the economy
hit bottom in January 2002 lasted 69 months un-
til October 2007 (which preliminary figures show
to be the peak of the business cycle), making it
the longest period of recovery in the postwar pe-
riod. The length of the recovery was due in large
part to the progress made in dealing with the
negative legacy of the bubble economy and al-
most completely eliminating the “three ex-
cesses”’—excess employment, excess capacity, and
excess debt—assisted by continued and pro-
longed economic growth overseas, which boosted
companies’ profitability. Moves to address the
structural problems that weighed down the
economy, such as the restoration of the non-per-
forming loan situation to normality by leading
financial institutions, also played a part. The
main features of the recovery were as follows: (1)
It was an export-led recovery, with exports’ con-
tribution to the real GDP growth rate being the
highest during any recovery since World War II.
The buoyant growth in exports is attributable
primarily to the sustained healthy growth of the
global economy and the general weakness of the
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yen. (2) Buoyed by the strong growth in exports,
the corporate sector registered solid growth in
sales revenues and capital investment showed
steady growth. The state of the recovery varied
according to industry and company size, however,
with the improvement among small and medium
non-manufacturers being overshadowed by the
buoyant performance of large manufacturers. (3)
The general weakness of the recovery in personal
consumption meant that the recovery in domestic
demand lacked momentum. This was due to the
limited impact of the recovery on the household
sector due especially to the stagnation of em-
ployees’ wages. (4) The recovery occurred at a
time of deflation when the real GDP growth rate
was low (averaging between 2% to 3% during the
period), as a result of which nominal GDP stag-
nated. Compounded by the variation in corporate
revenues and the weak impact on the household
sector, many people did not really feel the bene-
fits of the recovery. While deflation did come to a
halt, upward pressure on prices did not become
apparent until around 2007.

However, the decline in exports caused by the
global slowdown arising out of the subprime loan
crisis and sharply rising crude oil and raw mate-
rial prices in the latter half of 2007 caused the
Japanese economy to enter a downturn in Octo-
ber 2007.

Although the downturn was initially modest,
the global financial crisis triggered by the col-
lapse of Lehman Brothers in September 2008
plunged the world into a recession that caused
the state of the Japanese economy to deteriorate
rapidly from the end of 2008. Due to the export-

dependent structure of manufacturing, the se-
vere slump in world demand for the consumer
durables and capital goods in which Japanese
manufacturers excelled caused exports to plum-
met and production, too, to fall sharply. Corpo-
rate earnings and capital investment also
dropped considerably. Personal consumption
flagged and the employment situation deterio-
rated rapidly. Real GDP declined by an annual-
ized rate of at least 10% in both the Octo-
ber-December quarter of 2008 and January-
March quarter of 2009, the biggest declines of the
postwar period. The Government responded by
unveiling three economic stimulus measures in
the latter half of 2008, followed by the an-
nouncement of a package of measures to combat
the economic crisis in April 2009. While the
Japanese economy is in a severe state (as of June
2009), there are signs of an upturn in exports
and production prompted by policy action by
governments around the world and inventory
adjustment at home and abroad. Coupled with
the effects of the above economic measures,
therefore, conditions are expected to recover.
However, concerns remain due to the risk of a
further worsening of employment conditions and
worries over the impact of the global financial
crisis and downside risks to the global economy.

A key challenge for the Japanese economy in
the mid- to long-term will be to achieve increases
in productivity and develop an expanding pres-
ence in new fields of industry in order to create a
sustainable, secure, and dynamic economy under
conditions of demographic decline.

4 Labor Situation in Japan and Analysis: General Overview 2009/2010



Chapter| Japanese Economy and Labor Situation

I-1 GDP Growth (Real GDP and Nominal GDP) and Unemployment Rate

(%)
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Sources: Cabinet Office, National Accounts, Statistics Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey

Note: Regarding the real economic growth rate, up to and including 1980, 1990 Basis Revised National Accounts(68SNA), from 1981 to
1994, 1995 Basis Revised National Accounts (93SNA) and from 1995 onwards, 2000 Basis Revised National Accounts (93SNA,
chain-linking method)".

Unemployment Rate

I-2 Trends in Prices
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Sources: Cabinet Office, National Accounts, Statistics Bureau, Ministry of Internal Affairs and Communications, Consumer Price Index,
Bank of Japan, Corporate Goods Price Index
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I-3 Real GDP Growth Rate and Contributors to Growth Since 2002
(Seasonally Adjusted Annual Rates)

(%)
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I-4 Vicious Cycle of Financial Crisis and Worsening of the Real Economy in the West
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Recent Features of Labor Situation in Japan

From the end of the 1990s to the beginning of the
present decade, the “three excesses” —excess capac-
ity, excess employment, and excess debt—were
eliminated through a process of rigorous restructur-
ing, and the Japanese economy emerged from its
post-bubble recession as exports to the United States
and China picked up. The economic uptrend lasted a
record 69 months from February 2002 to October
2007, exceeding the 57-month period of high growth
during the late 1960s. Whereas growth in GDP duxr-
ing the high-growth period reached 10% in real
terms, however, growth this time round remained at
just 2%.

The global economic crisis precipitated by the
collapse of U.S. investment bank Lehman Broth-
ers on September 15, 2008, transformed the
mood of the Japanese economy. With the situa-
tion appearing chaotic, two years of negative real
growth in GDP have been projected for FY2008
and FY2009.

Looking back at the employment situation
during this period, unemployment in the wake of
the collapse of major financial institutions in
1997 created a deepening problem as the unem-
ployment rate reached a record 5.5% in April
2003. Subsequently in 2006 during the recovery,
the situation improved as unemployment fell to
4.1% and the ratio of active job openings to active
job applicants stood at 1.06.

However, the firestorm unleashed by the
global recession caused unemployed conditions to
deteriorate with unprecedented speed, causing
unemployment to reach 4.8% and the ratio of ac-
tive job openings to active job applicants to reach
0.52 in March 2009. While the Government is
taking a variety of steps in response, the outlook
remains impossible to project.

Changes Affecting Employment and
Labor

As the economy went through the adjustment
of prolonged recession and then began to expand,

changes occurred in the employment and labor
situation that brought several issues to the fore.

One was the increase in non-regular employees
and widening of the wage gap. Factors including
moves by companies to cut fixed costs and diversi-
fying outlooks among workers caused the propor-
tion of non-regular employees to rise to the point
that they now account for over 30% of employees. A
serious problem was the sudden decrease in the
proportion of young people in regular employment
from the mid-1990s. Many of those who were un-
able to find regular employment during the em-
ployment “ice age” during the recession remain in
non-regular employment or without jobs altogether.
The number of “freeters” (job-hopping part-time
workers) declined for four years in a row up to 2003,
but there has been no marked improvement in the
situation of “long-term freeters,” whose numbers
remain high.

This situation has given rise to a variety of
problems. Lacking much financial leeway, most
non-regular employees are poorly placed to plan
their lives, and there are concerns that their
number could hasten the decline of the birthrate
due to their tendency to marry later or not at all.
They have fewer opportunities to undergo educa-
tion and training, widening the gap in vocational
skills between regular and non-regular employ-
ees, and there is evidence of a broadening wage
gap among young people that, it is feared, could
increase further and become entrenched. One
consequence of the rise in non-regular employ-
ment has been the emergence of the problem of
the “working poor,” i.e., people on low incomes of
not more than 1.50 million yen a year who now
account for at least 20% of employed workers.

A second issue concerns regular employees. As
companies have narrowed down their regular
workforces, many such employees now find them-
selves having to work longer hours. To take a
specific example, around 20% of 30-year-old
males work 60-hour weeks or more. Japanese

Labor Situation in Japan and Analysis: General Overview 2009/2010 7



Chapter | Japanese Economy and Labor Situation

men spend less time on housework and with
their children than their North American and
European counterparts, placing a consequently
greater burden on their spouses. For women, be-
ing a regular employee means having to make a
choice between either remaining in employment
or leaving the workforce to marry and have chil-
dren, a factor that is regarded as contributing to
the decline of the birthrate. This is also an issue
that can have implications for mental health and
even lead to death through overwork.

Although the annual number of hours actually
worked per employed worker in Japan is shrink-
ing, a more detailed breakdown shows that this
has generated an increase in part-time workers
(the majority of whom are non-regular employ-
ees), as a consequence of which there has been no
conspicuous shortening of regular employees’
working hours. Instead, working hours are be-
coming polarized around each end of the spec-
trum.

While regular employees enjoy strong job se-
curity, they tend to have to follow their employ-
ers’ wishes as regards, for example, working
hours and place of work. Thus while they enjoy
security, they are also restricted to a considerable
degree. Non-regular employees, on the other
hand, face fewer restrictions in terms of overtime
and so forth, but do suffer a lack of job security.
The existence of a rigid barrier between regular
and non-regular employment has drawn severe
criticism on the grounds that it prevents a diver-
sity of human resources, such as women, older
people, and the young, from exercising their
abilities and impedes their use. Establishing
mechanisms to ensure continuity of treatment
and greater mobility between regular and non-
regular employment so that workers do not have
to choose between the two has consequently
emerged as a priority.

A third characteristic is the lag in improvement
in wages compared with the improvement in cor-
porate earnings during the present recovery. An
examination of changes in wages over time in all
industries combined according to the Laspeyres
wage index (a weighted average index employing

fixed attributes in each year that is used to com-
pare the wage levels of workers of the same age
profile in each year) calculated by the Japan Insti-
tute for Labour Policy and Training (JILPT) reveals
that while wages increased continuously from 1986
to 2001 before declining in 2002 and then leveling
out according to the simple wage index, the rate of
growth in the Laspeyres index was zero in 1998,
since then it has declined continuously. This re-
flects companies’ efforts to improve their financial
soundness in the face of growing globalization,
which has led to their adopting an aggressive ap-
proach to curbing personnel expenditures.

Workers have thus not felt the full benefits of
economic growth in their everyday lives, and it is
due in part to this that growth in consumption
expenditure has been lackluster and the recovery
has, with the exception of capital investment,
tended to be driven largely by growth in exports.
And it is due to this export dependence that the
Japanese economy, which should have already
surmounted the financial crisis, suffered one of
the highest negative rates of growth of any de-
veloped economy.

Fourthly, companies have since the 1990s pur-
sued changes to their wage systems for regular
employees as well as greater employment of
non-regular employees in order to reduce their
overall personnel expenditures. Many have opted,
for example, to link bonuses to corporate results,
introduce performance- and results-based pay, and
downsize or discontinue regular wage hikes. Mid-
way through the present decade, however, there
emerged a recognition that the introduction of per-
formance- and results-based pay had been taken
too far and a corrective trend emerged. Neverthe-
less, arrangements for determining wages and
forms of treatment taking into consideration indi-
vidual workers’ performance, results, personal
approach to work, and vocational skills are now
more widespread than they were before. Japanese
companies are pursuing a course of individualiz-
ing the collective labor relations until now re-
garded as typical by rethinking their wage sys-
tems. This has also played a part in forcing the
Shunto spring wage offensive, the distinctive

8 Labor Situation in Japan and Analysis: General Overview 2009/2010



Japanese system of determining wages, to
change and adapt.

The fifth characteristic that may be identified
is the individualization of these labor relations.
While collective labor disputes between employ-
ers and labor unions are down sharply compared
with in the past, individual labor disputes be-
tween employers and individuals are rising. Re-
cent developments in this area include the entry
into effect in 2001 of the Act on Promoting the
Resolution of Individual Labor-Related Disputes,
which concerns the provision of advice, proposals,
and conciliation services by prefectural labor bu-
reaus, the establishment in 2006 of the labor
tribunal system, which is founded on labor arbi-
tration involving judges and law experts in labor
relations, and the entry into effect in 2008 of the
Labor Contract Act.

One development to be noted in this context is
the downward trend in the unionization rate. This
has fallen to below 20%, and, despite the sharply
rising number of non-regular employees, unioni-
zation of part-time workers remains at a mere 4%
or so. While Japanese labor legislation establishes
minimum legal standards, it leaves it to employ-
ers and employees to negotiate working conditions
in excess of these standards. For small enterprises
with low unionization rates and non-regular em-
ployees, this approach is growing increasingly in-
adequate, and there is emerging a need to develop
systems of collective labor relations that reflecting
the interests of this class.

Measures to Reverse Birthrate Decline
and Promotion of the Work-life Balance
In view of these changing circumstances, the
primary focus of Government action has been the
decline of the labor force. Japan’s birthrate is de-
clining rapidly and the population went into de-
cline in 2005. If this trend continues, people aged
65 and over may account for approximately 30%
of the total population in 2017, and 40% in 2055.
The declining birthrate is causing growing public
anxiety about the sustainability of Japan’s soci-
ety and economy. Raising the employment rate
and productivity will be crucial to maintaining

Chapter| Japanese Economy and Labor Situation

Japan’s social and economic dynamism under
conditions of demographic decline.

In 2008, the Government announced its “New
Employment Strategy,” subtitled “Creating a ‘So-
ciety in Which Everyone Plays a Part.” This des-
ignates the next three years as an “intensive pe-
riod” of support for expanding employment of
people in three categories: the young, women,
and the old. Regarding firstly the young, the aim
is to create stable employment for the young peo-
ple who were unable to find regular employment
during the employment ice age and to generate
regular employment for one million people. Re-
garding women, the aim is to swiftly develop the
conditions to enable the children of the baby
boomers to raise children while remaining in
employment in order to turn round the birthrate.
The number of women in employment aged be-
tween 25 and 44 will be increased by up to
200,000. Regarding lastly older people, the aim is
to have one million more older people in em-
ployment with the focus on steadily pursuing
continued employment up to the age of 65.

A key element of strategy to help workers to
achieve a better work-life balance is a charter
established in 2007 and now being promoted by
the Government. Balancing work and personal
life is considered essential to enabling workers to
lead rich social lives, and is also argued to be
necessary to preventing harm to health, slowing
the decline in the birthrate and maintaining so-
cial security, raising the employment rate, and
increasing productivity through the promotion of
more efficient ways of working.

Development of Safety Net and Employ-
ment Adjustment Subsidies

The financial panic emanating from the U.S.
spread almost instantaneously to affect the real
economy, causing the global economy to contract
and employment conditions to rapidly deteriorate.
Japan did not escape its effects, and the con-
spicuous heavy job losses among the non-regular
employees who have grown rapidly in number
over the past decade are the most distinguishing
feature of the present contraction (forecasts re-
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leased by the Ministry of Health, Labour and
Welfare predict that over 200,000 non-regular
employees will lose their jobs between October
2008 and June 2009). Broken down by form of
employment, dispatched workers account for the
largest number at over 130,000, followed by
fixed-term contract employees and other contract
employees at over 40,000. The recession has dealt
a direct blow to the export industries, such as
automobile and electrical and electronics manu-
facturing, that were the mainstay of the Japa-
nese economy, and it is in manufacturing that the
problem of unemployment among temporary
agency workers first became prominent, leading
to terms such as hakengiri (dismissal of dis-
patched workers) and yatoidome (non-renewal of
contracts) gaining common currency in the me-
dia.

The Government has put together a budget
worth approximately two trillion yen to imple-
ment employment measures over the next three
years, and has announced its intention to provide
basic support for the employment of a total of
1.60 million workers.

One pillar of policy is expansion of the em-
ployment safety net, whose inadequacy has be-
come apparent as a result of the surge in the
number of unemployed. The employment insur-
ance system had required that people be “ex-
pected to be employed for at least one year” in
order to enroll, thus excluding many dispatched
workers. The system was therefore revised to
ease the standard for application to non-regular
employees to “expected to be employed for six
months or more” from March 31, 2009. At the
same time, the requirement that people should
have been “enrolled in insurance for a total of at
least 12 months in the two years prior to becom-
ing unemployed” in order to receive unemploy-
ment benefits was changed to “at least six
months in the year prior to becoming unem-
ployed.” In the case of difficulty finding another
job, the benefit period is extended by 60 days
provided that certain conditions are met. For
non-regular employees who are still excluded
from the revised employment insurance system

and the long-term unemployed whose benefit pe-
riod has expired, a fund has been set up to pay
living expenses as long as they are receiving vo-
cational training.

A second main pillar is the expansion of em-
ployment adjustment subsidies. Employment ad-
justment subsidies (“SME emergency employ-
ment stabilization subsidies” in the case of small
and medium enterprises) are subsidies provided
by central government to companies that have to
downsize due to recession or other factors but
that nevertheless maintain jobs by giving their
employees leave, education, training and tempo-
rary transfers, and they were launched in 1975
modeled on the German Kurzarbeit subsidy pro-
gram. The qualification conditions were eased in
December 2008, and they were also substantially
expanded in terms of their content. The maxi-
mum period for which companies could receive
subsidies was increased from 200 days in one
year to 300 days in three years, and the subsidi-
zation rate for SMEs was raised from two thirds
to four fifths of wages. The amount of subsidies
for education and training costs was also in-

creased from 1,200 yen to 6,000 yen per day.

Economic Crisis and Japanese-style
Employment Systems

The assessment of “Japanese-style employ-
ment systems”, which revolve around the prac-
tice of long-employment, wavered during this pe-
riod. Going back slightly earlier, the Japan of the
1970s and 1980s maintained stable growth at a
time when Europe and North America were
mired in a prolonged slump, and Japan became
the world’s largest trading nation. Following the
Plaza Accord drawn up in response, Japan en-
joyed unprecedented but unsustainable prosper-
ity. In the 1980s, commentators, both at home
and abroad, sought to discover the secret to the
Japanese economy’s prosperity in contrast to the
West, and one area to attract interest was Ja-
pan’s employment systems, which revolved pri-
marily around the practice of long-term employ-
ment, seniority-based wages, and enterprise un-

ions.
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During the recession of the 1990s, however,
the view of Japanese-style employment systems
suddenly became more critical. As the economy
recovered, though, companies regained their
management confidence and opinion surveys of
workers, too, suggested that the perception of
long-term employment practices and senior-
ity-based wages was also recovering. The sense of
solidarity with the organization and career de-
velopment premised on continued employment at
the same company, which had been widely criti-
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cized as weaknesses of Japanese-style employ-
ment, are also being increasingly viewed in a
positive light.

Nevertheless, employment patterns are un-
doubtedly changing, and non-regular employees
now account for over 30% of employees. The
question that Japan now faces is how to preserve
what is best about its distinctive employment
systems (including dealing with the problem of
non-regular employees) at a time of unprece-

dented economic crisis.

I-5 Trends in Unemployment Rate and Ratio of Active Job Openings
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Source: Ministry of Internal Affairs and Communications, Labour Force Survey.
Ministry of Health, Labour of Welfare, Report on Employment Service. Corporate Goods Price Index

Note: The shaded sections indicate periods of economic downturn.
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1-6 Labor Force Outlook

AlBY | 52.1% 50.0% 52.7% 48.5% 53.6%
Population  (127.76 million)  (124.46 million)  Approx. 2.6 % decline (124.46 million) ~ Approx. 2.6 % decline (11522 million) 9.8 % decline (115.22 million) 9.8 % decline
Labor Force (66.57 million)  (62.17 million)  Approx. 6.6 % decline (65.56 million)  Approx. 1.5 % decline  (55.84 million) 16 % decline (61.80 million) 7 % decline

Approx. 4.40 Approx. 3.40 million increase Approx. 1.00 Approx. 10.70 Approx. 6.00 million increase Approx. 4.80

(Age) million decline as a result of countermeasures million decline million decline as aresult of countermeasures  million decline

60 and
over
Employment support for
older people )
—approx. 900,000 increase Employment support for older
people
—approx. 2.40 million increase
Support for work-life balance
(employment support for Support for work-life balance
women) - (employment support for
30-59 approx. 1.60 million women)
increase Hhon i
- ) - —approx. 2.70 million increase
(including 1.20 million (?npcluding 220 million
women) women)
15-29 Employment support for Employment support for young

young people
—approx. 900,000 increase

people

—approx. 900,000 increase 1,019

"No increased "Increased participation "No increased "Increased
participation in labor in labor market" participation in labor participation in labor
narket" scenario scenario s \market" scenario market" scenario_»
'l e
2006 2017 2030 (Year)

Sources: Statistics on total population are from Ministry of Internal Affairs and Communications, Statistics Bureau, Population Estimates
(2006) and National Institute of Population and Social Security Research, Population Projections for Japan (2017, 2030) (esti-
mated December 2006). Labor force statistics are estimates from Ministry of Internal Affairs and Communications, Statistics
Bureau, Labour Force Survey (2006) and Japan Institute for Labour Policy and Training, Fiscal 2007 Supply and Demand Es-
timation Workshop (2017, 2030).

Notes: 1) A/ B = Labor force / Population

2) The "increased participation in labor market" scenario assumes more people will be able to work as a result of implementa-
tion of a variety of countermeasures.

3) The percentages next to the estimates of total population and labar force in 2017 and 2030 are in comparison with the total-
population and labor force in 2006.
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I-7 Situation regarding Freeters and NEETs

(10,000 persons) Trends in number of freeters
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Sources: Ministry of Internal Affairs and Communications, Statistics
Bureau, Employment Satus Survey Ministry of Labour,
Policy Research Division special tabulations (up to 1997),
Ministry of Internal Affairs and Communications, Statistics
Bureau, Labour Force Survey (Detailed Tabulation) (from
2002).

The figures for freeters from 2002 represent the total num-

ber of male graduates and single female graduates aged

15-34 who are:

1. employed and called "part-time workers" by their em-

ployers;

2. unemployed and looking for "part-time work" ; or

3. not members of the labor force, want to do part-time

work, and are not attending school or helping at home.

Notes:

Trends in number of NEETs
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Source: Ministry of Internal Affairs and Communications,
Labour Force Survey.

Note: Within the non-labor force population aged between 15
and 34, and in the “others” (those who neither do house-
work, nor attend school).
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I-8 Laspeyres Wage Index

(Average annual growth rate) (%)

. All industires Construction industry Manufacturing industry
Year

wage index age index wage index age index wage index age index
2.3 3.3 1.6 2.6 1.8 2.9
1.2 2.6 2.1 2.1

1985 . .

1986 . . 41 1.1 .
1987 26 24 27 2.0 2.1 2.6
1988 3.0 43 4.8 5.7 2.9 3.6
1989 4.6 54 6.1 6.5 44 54
1990 4.1 4.5 4.5 5.9 4.3 4.9
1991 3.4 3.4 5.6 5.1 3.2 3.7
1992 1.6 2.1 27 1.7 1.6 2.8
1993 1.4 26 1.4 2.1 1.3 3.2
1995 0.1 1.0 0.2 0.8 0.1 0.7
1996 0.5 1.5 —0.5 —0.9 0.6 1.8
1997 0.3 1.1 0.1 1.8 0.6 1.2
1998 0.0 0.1 —1.5 —1.1 0.6 0.8
1999 —0.7 0.5 —0.1 1.0 —1.1 0.5
2000 —0.7 0.5 —1.4 0.0 —0.4 0.7
2001 —0.2 1.2 —0.2 1.6 0.2 1.5
2002 —1.2 —1.1 —3.3 =07 —1.1 —04
2003 —0.6 —0.1 0.0 1.0 —0.7 0.0
2004 —0.5 —0.1 —0.2 0.8 —1.3 —1.2
2005 —0.3 0.0 —0.6 1.2 1.3 23
2006 —0. —0.1 0.4 0.6 1.5 2.6

Source: Ministry of Health, Labour and Welfare, Basic Survey on Wage Structure, The Japan Institute for Labour Policy and Training,
Useful Labor Statistics 2008.

-9 Polarization of Working Hours
(million persons)

1993 2005 2006 2007

Working hours

per week
92.9 126.6 120.5 134.6
18.2% 24.0% 22.5% 24.9%
362.5 338.4 355.3 348.2
71.1% 64.1% 66.4% 64.5%
54.0 61.7 58.0 55.4
10.6% 11.7% 10.8% 10.3%
509.9 528.0 535.3 539.8

(Males in Their Thirties Working at Least 60 Hours per Week)

1993 2005 2006

15.3 19.9 18.8 17.6
20.3% 23.4% 21.7% 20.2%

Source: Ministry of Internal Affairs and Communications, Labour Force Survey.

Note: The top table gives the figures for employees. As it was not possible to obtain information on “Male in Their Thirties Working at
Least 60 Hours per Week” for employees only due to statistical constraints, however, the bottom table was produced based on sta-
tistics for all workers, including the self-employed workers in family businesses.
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I-10 Enhancement of Safety Net for Non-Regular Employees

Background to Revision

|

O Growing trend of adjusting employment by not renewing

the contracts of fixed-term contract employees as an effect of the

worsening of employment and unemployment conditions made it necessary to enhance the safety-net function of the employment

insurance system.

O In order to discourage people from leaving their jobs without careful thought, insured persons are required to be enrolled for at least
12 months (6 months in the case of dismissal or bankruptcy, etc.) in order to qualify for benefits. However, the non-renewal of fixed—

term contract employees’ contracts against their wishes made
also be able to receive necessary benefits.

Details of Changes

Easing of Qualification Requirements

O Reduction of qualification period to 6 months (as in the
case of dismissal and bankruptcy, etc.) for fixed-term
contract employees who lose their jobs due to non-renewal
of their contracts.

it necessary for workers insured for shorter periods (less than 1 year) to

Provisional Extension of Benefit Period

O In light of present employment and unemployment condi-
tions, the benefit period for fixed-term contract employees
whose contracts are not renewed will be placed on a par
with those who lose their jobs due to dismissal, etc. (provi-
sional measure lasting g for 3 years).

Revision of Guidelines for Application of Employment Insurance

- L Weekly scheduled
O Criterion for application of employ- working hours under

ment insurance to workers working |Principal employment
relationship

shorter hours eased from “Expected to

be Employed for at Least 1 Year” to
“Expected to be Employed for at Least
6 Months.”

— 40 hours >

“Ordinary workers” —

Ordinary insured persons
== 20 to under 40 hours

Shorter scheduled working hours than
“Ordinary workers” or (if there are no >
“Ordinary workers”) ‘“expected to be
employed at least 6 months.”

(Not expected to be employed
y at least 6 months) (Exempt from

Source: Ministry of Health, Labour and Welfare

L

k. Under 20 hours | application)

abor Situation in Japan and Analysis: General Overview 2009/2010 15



Chapter |l

1 § Population and Labor Force

Population Growth Rate and Decline
from the Late 1970s

Between November 1945 (immediately after
the end of World War 11) and October 2005 (na-
tional census), Japan’s population increased by a
factor of about 1.77, from a reported 72.15 million
to 127.76 million. Naturally, this continued in-
crease has not been at a uniform pace over the
entire half century. There has been a switchover
in population change from the pre-war days of
high birth rates and high death rates to the
post-war situation of fewer births and fewer
deaths.

During this transition period, we experienced
a condition of high birth rates and low death
rates. During the first baby boom (1947-49), the
population grew at an average annual rate of
over 5%, but growth rapidly slowed down to
about 1% per year in the subsequent 10 years.
The second baby boom occurred in the early
1970s, stimulating another rise in the rate of
population growth until it once again reverted to
1% growth per year, and then began a steady de-
cline. It recorded a post-war low decreasing to
0.7% in this 5 years.

Nuclear Families as the Main Reason
for Decline in the Population Growth
Rate

There are a variety of factors behind the de-
cline in population growth. However, one of the
biggest reasons is the population shift from farm-
ing villages to urban centers causing an increase
in families of employed laborers forming nuclear
families, and as a result the birth rate have de-
clined. This transition was also marked by the

Labor Market

tendency to postpone marriage and child-bearing
until a higher age. Along with receiving a higher
level of education, women are continuing to find
an expansion of employment opportunities; the
resulting rise in the female employment rate is
closely related to this trend.

Total Population Peaked in 2004, and
thereafter Decline

It is believed that Japan has entered a period
of population decline. According to the latest sta-
tistics from the Ministry of Internal Affairs and
Communication, the population peaked in 2004
reaching 127.78 million. It has decreased for the
first time in history. Although population change
is due to natural and societal increase and de-
crease, the natural increase and decrease that is
considered to be the basis for population change
has been gradually decreasing. Population dis-
tributions by age, too, will further increase with
the tendency toward lower birth rates and a lar-
ger elderly population (see I11-1). The working
population is already diminishing in both real
and proportional terms. As a result, there is con-
cern over problems such as a slow-down in eco-
nomic growth, and an increasing burden of sup-
port for the younger and older segments of society.
As the labor force ages, a decrease in the number
of young workers and overall manpower is ob-
servable.

Post-war Period Characterized by Re-
gional Migrations in Search of Em-
ployment Opportunities

Looking at the population shifts between
three major urban areas and other areas of Ja-
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pan over the postwar years shows one striking
pattern-the shift from non-urban areas (farming
villages) to major cities during the period of high
economic growth in the 1950s and 1960s. With
the exception of the eldest sons of families en-
gaged in agriculture, people moved from farming
areas (where employment opportunities were
limited) to cities, where they could easily find
work in the rapidly developing secondary and
tertiary industries. This shift brought about the
serious problems of depopulation in the country-
side and overcrowding in urban centers. A sub-
sequent shift saw a migration within urban
boundaries from congested city centers to the
suburbs. Geographic shifts in population finally
began to subside with the 1973 oil crisis and the
subsequent tapering off of economic growth.

Concentration of Population in the
Greater Tokyo Area

The heavy concentration of population in the
Greater Tokyo area, as opposed to other urban
centers, poses many difficulties. Also noteworthy
(though not so much in terms of absolute popula-
tion) are the so-called “U-turn” and “J-turn”-the
tendency for people to move from their birth-
places in the countryside to a large urban center,
and later back to their home-towns or a major
regional city near their hometowns.

The concentration has been increasing yearly,
and as of 2005 (national census), approximately

Chapter Il Labor Market

27% of Japan’s population centers in the four
prefectures of Saitama, Chiba, and Kanagawa,
and Tokyo.

Globalization Brings Increase in the
Foreign Population

With the advancement of globalization, the
foreign population in Japan is increasing gradu-
ally.

In the past, North and South Koreans ac-
counted for the vast majority of Japan’s resident
aliens. Their ratio has been decreasing, however,
and as of the end of 2007, they accounted for
27.6% of the foreign population, a record low (see
11-2). On the other hand, there has been an influx
of people from other Asian countries such as
China and the Philippines, and the number of
Central and South Americans of Japanese de-
scent who have immigrated to Japan with there
families to work is also on the rise after approval
of their permanent-resident visas. This trend
began to gather speed during the bubble economy
of the late 1980s. The Chinese population in Ja-
pan, in particular, has been increasing greatly to
No.1 since 2000 and has made up 28.2% of the
foreign population overtook North and South
Korea by the end of 2007. The number of regis-
tered aliens has increased steadily as well,
reaching an all-time high of 2.153 million persons
in the end of 2007. The percentage of foreigners
in the total population is about 1.69%.
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1I-1  Japan’s Population in 50 Years

Year 2005: 127.77 million persons (Age) Year 2055: 89.93 million persons

105

89 years old:
Effects of WW Il | 100 | The illear of the

59, 60 years old: | 95 | “Hinoeuma” of 1966
Decrease in birth rate L 90

around the War time . 85 |
80

) 65 years old- L 75 65 years old-
56- 58 years old:
The first baby boom 20.2% L 70 40.5% 81-84 years old:
between 1947 and 1949 65 The second baby boom
60 | of 1971-1974
55
50

39 years old:

The year of the 45
“Hinoeuma” of 1966 15-64 years old- 40 15-64 years old- .
0 0 50 years old:
L S0 35 S0 Born in 2005
30
25
20
31-34 years old: 15
The second baby boom 10
of 1971-1974
5
L 1 1 1 0 1 1 1 1
1,200 1,000 800 600 400 200 0 0 200 400 600 800 1,000 1,200

(10,000 persons)

Source: The figures in 2005 are based on Report of Population Census, Statistics Bureau, Ministry of Internal Affairs and Communica-
tions. 2055 are on Population Projections for Japan [Medium-varient fertility (with Medium-variant mortality)] , National Institute
of Population and Social Security Research.

Note: "Hinoeuma" is one of the sign in the Oriental Zodiac. It is superstitiously believed that females born to this sign will create evil and

many people avoided to give birth on this year.

[I-2 Changes in Registered Alien Population by Nationality
(Year end figures)

1990 1995 2000 2005 2008
Total 1,075,317 1,362,371 1,686,444 2,011,555 2,217,426
North/South Korea 687,940 666,376 635269 598,687 655,377
Distribution (%) 64.0 48.9 37.7 29.8 29.6
China 150,339 222,991 335,575 519,561 589,239
Distribution (%) 14.0 16.4 19.9 25.8 26.6
Brazil 56,429 176,440 254,394 302,080 312,582
Distribution (%) 5.2 13.0 15.1 15.0 14.1
Philippines 49,092 74,297 144,871 187,261 210,617
Distribution (%) 4.6 5.5 8.6 9.3 9.5
Peru 10,279 36,269 46,171 57,728 59,723
Distribution (%) 0.9 2.7 2.7 2.9 2.7
u.s. 38,364 43,198 44,856 49,390 52,683
Distribution (%) 3.6 3.2 2.6 25 2.4
Others 82,874 142,800 225,308 296,848 337,205
Distribution (%) 7.7 10.5 13.4 14.8 15.2

Source: Immigration Bureau of Japan, Statistics on Aliens in Japan, 2007.
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Labor Force Declines, Labor Force
Ratio Remains Stable

In 1960, the number of Japanese people capa-
ble of working (which includes all persons aged
15 and older) was 65.20 million. In 2005, this
number had jumped to 110.49 million (Labour
Force Survey).

The labor force includes those people aged 15
and older who actually hold jobs and therefore
qualify as “workers”, as well as “completely un-
employed persons” who want and seek jobs, but
are not currently engaged in any work.

Although the labor force population reached

Chapter Il Labor Market

66.42 million (male: 39.05 million, female: 27.37
million) in 2004, having been 45.11 million in
1960, it had decreased by 240,000 compared to
2003.

The ratio of the labor force to the general
population aged 15 and older is called the “labor
force ratio” (or the “labor force population ratio”).
In 1960, Japan’s labor force ratio was 69.2%, but
it declined to 62.9% in 1976 after the first oil cri-
sis, and has remained quite stable at this level
until today. In 2004, Japan’s labor force ratio was
60.4% (male: 73.4%, female: 48.3%).

II-3 Composition of Labor Force

0 20,000 40,000 60,000

Total population

127,771

(1,000 persons

80,000 100,000 120,000 140,000

Persons

under 15 83,015

17,293

Labor force
66,690

Employed 64,120

Employees
55,230

Persons aged 15-64

65 years old and over
27,464

Not in Labor Force
43,670

Unemployed persons
2,570

Family Workers

F 2,360

Self-employed workers
6,220

Source: Ministry of Internal Affairs and Communications, Population Census, Labour Force Survey.
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Features of Japan Visible in the Labor
Force Ratio

11-4 shows the labor force ratio classified by
gender and age from 1970 to 2004, and points out
the following characteristics as long-term trends
of Japan’s labor force ratio.

(1) The ratio of males aged 24 and under in
the younger bracket tends to decline, but the ra-
tio of the elderly (age 55 and older bracket) tends
to increase. The other age groups demonstrate no
large change.

(2) The female labor force ratio develops in the
“M” curve: the labor force ratio of female workers
declines for workers in their late 20s through
their 30s, and increases again after that. During
this period, the valley section of this “M” curve
has shifted northeastward. In addition, both
peaks of this “M” curve have become higher, re-
vealing an increase in the labor force ratio. Above
all, the increases of female workers in the 25-34
and 55-64 age groups are prominent.

lI-4 Labor Force Participation Rate by Sex and Age

Male
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Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey.

Factors Behind the Labor Force Ratio

The following factors are thought to have
caused these changes in the labor force ratios.

(1) Since women often quit their jobs during
the periods of marriage, childbirth, and child
rearing, the labor force ratio of those women in
their late 20s declined. Recently, however, many
wives and mothers have continued to hold jobs
through these personal changes. Further influ-
encing the labor force ratio, women have begun
to delay marriage and childbirth, and the ratio of

unmarried women has increased. Above all, wom-
en with higher levels of education have a strong-
er tendency to continue their jobs during mar-
riage, childbirth, and child rearing than women
with less education.

(2) Women who have devoted themselves to
matters at home such as childbirth and child
rearing, primarily women in their 40s, are in-
creasingly returning to the full-time and part-
time job markets.
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Diversification of Employment

One of the most obvious changes over the me-
dium term in Japan’s employment landscape has
been the marked diversification of employment.
In terms of form of employment, the proportion of
all employees (excluding company directors) who
were regular employees had fallen below two
thirds to 65.9% in 2008. Compared with during
the 1980s, when over 80% were regular employ-
ees, the scale of the increase in non-regular em-
ployment since the collapse of the economic bub-
ble in the 1990s is evident.

A breakdown of non-regular employment
shows that part-timers account for the largest
proportion of all employees (excluding company
directors), though their share has grown only
slightly in recent years (from 14.5% in 2002 to
15.9% in 2008). Instead, there has been large
growth over the same period in the proportions of
contract and “entrusted” shokutaku employees
(from 4.7% to 6.2%) and dispatched workers
(from 0.9% to 2.7%).

The diversification of forms of employment is
evidenced also by the rise in the proportion of
employees who work relatively short working
hours.

This diversification of forms of employment is
attributable firstly to the long-term growth in the
size of the service sector in the economy. Tertiary
industry’s share of employment, which was less
than 60% in the late 1980s, had grown to account
for 69.4% of employed persons and 71.6% of em-
ployees by 2008. The growth of the service sector
has created increased opportunities to enter
non-regular forms of employment. For example,
the 2007 edition of the “Employment Status Sur-
vey” conducted once every five years by the Sta-
tistics Bureau o f the Ministry of Internal Affairs
and Communications (MIC), providing a useful
source of data for examining employment pat-
terns in detail, indicates that the proportion of all
employees (excluding company directors) ac-

2 | Employment and Unemployment Trends
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counted for by non-permanent employees is con-
siderably higher in tertiary industry (69.2% in
the food, beverage, and hotel industries, 47.2% in
the wholesale and retail industries, 41.6% in
other service industries that cannot be catego-
rized, and 35.8% in the medical and welfare in-
dustries) than in manufacturing (27.2%). In these
industries, there is strong demand for non-regu-
lar employment due to the nature of the work,
such as the fluctuating level of demand for ser-
vices and the need to provide services beyond or-
dinary working hours.

At the same time, the diversification of forms
of employment and ways of working has been
propelled in part by the needs of workers them-
selves. As more women in particular have en-
tered the workforce, those with childcare or other
responsibilities in the home often themselves
choose to work on a non-regular basis as this en-
ables them to work more flexible hours (both in
terms of the number of hours worked and the
times that they work).

In addition to these basic factors, other salient
factors have fueled the recent rapid increase in
non-regular employment. One has been employ-
ers’ curbing of regular employment and use in-
stead of non-regular employees to cut labor costs
in response to the severe economic and employ-
ment conditions faced since the collapse of the
bubble in the 1990s. The second consists of insti-
tutional changes, including legal amendments, in
1999, and the increased use of dispatched work-
ers in association with the deregulation of the
temporary staffing business (broadening the
scope of work that could be performed by dis-
patched workers).

While forms of employment have thus rapidly
grown more diverse in recent years, a number of
issues have simultaneously attracted concern,
including firms’ reduced ability to build up skills
and technologies in their workforces, the emer-
gence of a large gap in wages and other treat-
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ment between regular and non-regular employ-
ees with the increased overlap of functions per-
formed by the two, and the underdeveloped state
of the safety net for non-regular employees who
become unemployed, which often happens to
workers on fixed-term contracts. The present eco-
nomic recession triggered by the financial crisis
in the United States has brought these issues to
the fore, particularly the lack of a well-developed
safety net.

Growth in Unemployment
A second recent feature of employment in Ja-

pan has been the upward trend in unemployment.

From the 1970s to the end of the 1980s, the over-
all unemployment rate remained between around
2% and 3% as it bobbed around slightly behind
trends in the business cycle. Following the col-
lapse of the bubble at the beginning of the 1990s,
however, the economy entered a protracted slump
and, after declining to a low of 2.1% in 1992,
unemployment continued to rise for the next
decade to reach its most recent peak of 5.4% in
2002. The economy then entered a prolonged, if
modest, period of recovery during which unem-
ployment declined. However, the speed of the de-
cline slowed as unemployment approached
around 4% until it reached its most recent low of
3.9% in 2007, then proceeding to rise again as the
economy faltered during the present financial
crisis.

These movements suggest that the underlying
level of unemployment in Japan has shifted up-
wards from around 2% in the 1980s to around 3%
in the 1990s and around 4% in the present dec-
ade. Estimated trends in structural/frictional
unemployment (equal to the equilibrium rate of

unemployment, i.e., the level of unemployment
when supply and demand for labor presently
manifest on the labor market are in equilibrium
assuming the present structure of the labor mar-
ket) based on a U-V analysis support this inter-
pretation.

This underlying upward trend in the unem-
ployment rate may be seen as a reflection of the
general trend in Japan’s economic growth. How-
ever, the purpose of economic growth is to satisfy
people’s economic needs, and it is not necessarily
worth single-mindedly pursuing growth in a ma-
ture economy such as Japan’s. If the underlying
upward trend in unemployment is to be curbed,
there will have to be a shift in the future to em-
ploying gains in productivity made possible by
technological innovation to reduce working hours
rather than pursuing further quantitative
growth.

One structural problem concerning unem-
ployment is the particularly high rate among
younger age groups. In 2008, unemployment was
higher among 15- to 19-year-olds (8.0%), 20- to
24-year-olds (7.1%), and 25- to 29-year-olds
(6.0%) than among all age groups combined
(4.0%). The period of transition from school to
work is one during which young people are
searching for the right job, and the unemploy-
ment rate has traditionally been higher around
this age, but this has been accentuated in recent
years by reduced hiring of school leavers as per-
manent employees. This has resulted in more
people having to start their working lives in
non-regular employment and more people
changing jobs, thus pushing up the unemploy-
ment rate.
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II-5 Breakdown of Employed Persons (2008 Averages)

Employed persons 6,376
| Employment status |
Employed 5,539 (86.9)
A

A

Regular employees 3,778 (59.3) | | Non-regular employees 1,761 (27.6) |
Executive of companies and Part-time workers 821 (12.9)
corporations 379 (86.5) Temporary workers (Arbeit) 331 (5.2)

Permanent employees (ex- Dispatched workers (or temporary

cluding executive of com agency workers) 140 (2.2)

panies and corporations) 3,399 (53.3) Contract employed 320 (5.0)

< »| Forms of Employment |

Self-employed 596 (9.3)
Workers in family businesses 211 (3.3)

Not employed 807 (12.7)

Source: Statistic Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey (Detailed Tabulation).
Note: Figures not in parentheses indicate the numbers of employed persons in tens of thousands. Those in parentheses indicate the
percentages of employed persons in the overall population.

[I-6 Proportion of Employees by Type of Employment
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[l Regular staff Part-time workers
|:| Temporary workers(arbeit) |:| Dispatched workers from temporary labour agency
[] Contract employees or entrusted employees Others

Notes:  Data source is "The Special Survey of the Labour Force Survey" from 1984 to 2001, "Labour Force Survey (Detailed Tabula-
tion)"
since 2002. Because there is difference such as survey methods and reference period, attention need to be paid to the time se-
ries comparison.
1) The data classified "Entrusted, Other" prior to Aug. 2001, except Aug. 2000 and Feb. 2001 ["Other (entrusted, etc)"]. The
data subdivided "contract employee or entrusted employee" and "Other" since Aug. 2001.
2) Rates are to the totals shown in breakdown of "Employee, excluding excecutive of company or corporation".
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II-7 Breakdown of Non-Agricultural/Forestry Industry Employees by Working Hours

(%)

198081 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99200001 02 03 04 05 06 07 08 (Year)

Source: Statistic Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey.

1I-8 Trends in Unemployment Rate and Long-Term Unemployment Rate

1977 78 79 80 81 82 83 8 8 8 87 8 8 90 91 92 93 94 95 96 97 98 99 2000 01 02 03 04 05 06 07 08
(Year)

Sources: Statistic Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey, Special Survey of Labour Force Survey
(1977-2001), Labour Force Survey (Detailed Tabulation) (2002-2008).
Notes: 1. Long-term unemployment rate = persons unemployed for 1 year or more / labor force population
2. The values are for each March up to and including 1982 and for each February from 1983 to 2001, and are yearly averages
from 2002 to 2008.
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119 Trends in Structural/ Frictional Unemployment Rate and Demand Shortage Unemployment Rate

(%)
6.0

5.0

4.0

3.0

2.0

1.0
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Sources: Estimated by the JILPT based on the method employed by the Labour Policy Director’s Office in MHLW, White Paper on the
Labour Economy 2005, based on MHLW, Employment Security Operations Statistics and Statistic Bureau, Ministry of Internal
Affairs and Communications, Labour Force Survey.
Note: It should be borne in mind that estimates of the structural/frictional unemployment rate are inherently limited due to the effects of
changes in economic conditions.
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Trends in Regional Employment

Widening of Regional Divide

Steered by the structural reform policy of the
Koizumi Administration and restructuring in the
corporate sector, the Japanese economy bottomed
out and returned to the path to recovery in 2002.
It then continued to enjoy moderate growth until
it was engulfed in the global slump in the first
half of 2008. From 2003, the number of employ-
ees took an upward turn. However, the process of
economic recovery also exposed a growing re-
gional divide.

Until the 1990s, government expenditures on
public works and other projects in the provinces
ensured that any regional divide remained stable
and did not widen further. As the budget deficit
deepened, however, large cuts were made to
spending on public works in the provinces from
2000 onward, causing the regional divide to
widen. The government budget for public
works-related spending shrank to a total of 7.8
trillion yen in FY2006, equivalently to around
half (52.4%) of what it was at its peak (14.9 tril-
lion yen in 1998).

This widening divide is also evident in labor
market indices such as the unemployment rate
and the ratio of active job openings to active job
applicants (a ratio calculated by dividing the
number of job openings by the number of job
seekers at public employment security offices
that, when in excess of 1, indicates that there is a
labor shortage). Figure 1 shows the relationship
between the unemployment rate and the ratio of
active job openings to active job applicants in
each prefecture in 2008, from which it can be
seen that employment and unemployment condi-
tions differ hugely according to region.

The regions located in the upper right of the
graph are those where employment conditions
are good (i.e., unemployment rates are low and
ratios of active job openings to active job appli-
cants are high), and consist of the prefectures
making up the Nagoya region (23 Aichi along

with 24 Mie, 21 Gifu, 25 Shiga, 22 Shizuoka, 18
Fukui, 17 Ishikawa, and 20 Nagano), the Tokyo
area (13 Tokyo along with 10 Gunma, 9 Tochigi,
etc.), and certain other prefectures, such as 33
Okayama, 37 Kagawa, and 35 Yamaguchi).

The Nagoya area is the location of a cluster of
machinery manufacturers that has Toyota and
other automotive manufacturers at its hub. The
Tokyo area has a concentration of tertiary indus-
tries, and is also characterized as a region by the
concentration of manufacturing industries in the
surrounding area. The other regions are some-
what distant from the major urban areas, but are
all the locations of manufacturing clusters. (It
should be noted that employment conditions in
the Kinki area around 27 Osaka, which forms
one of the three major urban areas of Japan, are
poorer than in the other two (Nagoya and Tokyo)
due in part to the slow pace of transition in its
industrial structure.)

The regions in the bottom left, on the other
hand, are those where employment conditions
are severe. In other words, unemployment rates
are high and ratios of active job openings to ac-
tive job applicants are low. The prefectures in
this part of the graph are 47 Okinawa at the
southernmost tip of Japan, 2 Aomori, 1 Hokkaido,
5 Akita, 4 Miyagi, and 3 lwate in the north, and
39 Kochi, 40 Fukuoka, 46 Kagoshima, 42 Na-
gasaki, and 45 Miyazaki in the south. These re-
gions are at the margins of the narrow Japanese
archipelago stretching north to south, and are far
removed from the major urban areas.

Regional Divide in Industrial Structure
Implicit in employment and unemployment
conditions is a major regional divide that is due
in large part to the regionally uneven distribu-
tion of industries. As can be seen from 11-10,
which examines how the industrial structures of
regions differ, a comparison of the breakdowns of
employees by industry in regions where employ-
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ment and unemployment conditions are ex-
tremely depressed and regions where they are
buoyant reveals quite large differences.

Seven regions where employment conditions
are particularly severe (Hokkaido, Aomori, Akita,
Kochi, Nagasaki, Kagoshima, and Okinawa) were
chosen for the depressed regions, and 10 regions
excluding the major urban areas of Tokyo and
Nagoya were chosen for the buoyant regions
(Gunma, Tochigi, Shizuoka, Gifu, Mie, Toyama,
Fukui, Okayama, Hiroshima, and Kagawa).

Comparing the breakdowns of employees in
depressed and buoyant regions reveals that the
main industries accounting for high proportions
of employment in depressed regions are agricul-
ture, forestry, and fisheries (+0.7 points), con-
struction (+1.7 points), the wholesale and retail
trades (+1.9 points), eating/drinking establish-
ments and accommodations (+1.1 points), and
medical health care and welfare (+3.1 points). In
contrast, the corresponding industry in buoyant
regions is manufacturing (+13.1 points).

These differences in industrial structure be-
tween depressed and buoyant regions in terms of
numbers of employees may be safely ascribed to
differences in the relative scale of manufacturing
in these regions. In regions where employment
conditions are severe, there is little clustering of
manufacturing activity. Tertiary industries, such
as the wholesale and retail trades, eat-
ing/drinking establishments and accommodations,
and services, and industries dependent on gov-
ernment spending, such as construction contrac-
tors involved in public works, medical health care
and welfare service providers involved in health
and long-term care insurance, account for a high
proportion of employment. Insofar as industrial
structure is concerned, the regional disparity in
employment and unemployment conditions in
provincial areas is strongly affected by whether
manufacturing or tertiary and government-de-
pendent industries account for high proportions
of employment.
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Return of Manufacturers to Japan
and Job Creation

Having thus shown that differences in indus-
trial structure between depressed and buoyant
regions arise primarily from differences in the
relative scale of manufacturing activity, we con-
sider next the now clear homeward return of
Japanese manufacturers who, in the 1990s, had
rushed to move their production operations off-
shore to China and elsewhere, causing domestic
employment to fall sharply and generating con-
cerns about a “hollowing out” of domestic indus-
try.

The number of people employed in manufac-
turing went into decline after peaking at 15.69
million in 1992, and had shrunk to 11.42 million
in 2005. During this period, the number of em-
ployed persons actually declined by 4.27 million,
and it is fair to say that the majority of the un-
employed who exploded in humber from the late
1990s spilled out from manufacturing.

The need to respond swiftly and flexibly to the
rapid progress of technological innovation and
fluctuations in production has, however, created
a growing trend toward the manufacture in Ja-
pan of cutting-edge products and products that
go through frequent model changes. Most of the
key components inside products assembled into
the finished article at production plants overseas
are also manufactured and supplied from Japan.
As the pace of technological innovation acceler-
ates and the model change cycle shrinks, there-
fore, the more possible it becomes to manufacture
in Japan those parts and products that are di-
rectly affected by these changes.

As has already been shown, the number of
employed persons began to trend upward after
bottoming out in 2002, and it is Japanese manu-
facturers’ return home that has propelled this
trend. According to the Ministry of Internal Af-
fairs and Communications’ Labor Force Survey,
employment in manufacturing, which had de-
clined continuously since 1993, began to increase
again in the October-December quarter of 2005
due to the recovery of the economy and return of
manufacturers to Japan, and this upward trend
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has since continued. Insofar as the statistics by
industry are concerned, the recent rise in em-
ployment has been as much due to manufactur-
ing as to the medical health care and welfare and
service industries that had hitherto driven the
increases in employment. The job creation effect
generated by the start of the return home of
Japanese manufacturing, which it had been
feared was being hollowed out by the movement
overseas of production operations, is having a
considerable impact.

The return of manufacturing to Japanese
shores is clearly apparent from recent trends in
the number of new plants being established in
Japan. 11-11 shows the number of plants being
built in Japan and their job creation effect, from
which it can be seen that both declined from 1992,
but then began to follow an upward trend after
hitting bottom in 2002. The upward trend in the
number of new plants has been particularly
marked, and it appears that small and medium
establishments are following the trend set by
large enterprises.

Headwind Created by Global Recession

The economic recovery since 2003 was
brought to a halt by the rapid deterioration of the
economy from the summer of 2008 due to the
worldwide slump precipitated by the financial
crisis in the United States, and Japan has now
entered a serious recession. The rapid contrac-
tion of the global economy has dealt a severe

blow to the export industries, such as auto-
makers and electrical machinery manufacturers,
that had been the engines of the Japanese econ-
omy, and the opposite situation to that observed
during recoveries to date is developing during the
present recession.

In other words, the areas outside the major
urban areas that most aggressively courted in-
vestment by export-related industries such as the
automobile and electrical machinery industries
are those that have suffered the most from nega-
tive growth and the deterioration of employment
conditions. In and around Aichi Prefecture, home
to a clustering of automotive industries, there
have been large-scale layoffs of dispatched work-
ers and other non-regular employees since the
second half of last year, and employment condi-
tions have worsened with dramatic speed.

The recession deepened further at the begin-
ning of 2009. There were more days of plant
stoppages, and the number of companies apply-
ing for employment adjustment subsidies from
the government to help pay the wages of em-
ployees during temporary shutdowns rose
sharply. While employers have somehow man-
aged to avoid laying off regular employees by
such means as work sharing using employment
adjustment subsidies, the unemployment rate is
beginning to rise sharply as the recession deep-
ens. The unemployment rate in March 2009 was
4.8%, 0.4 points higher than in the previous
month.
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[I-10 Ratios of Active Job Openings and Unemployment Rates by Prefecture (2008)

(Ratio)
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8.0 7.0 6.0 5.0 4.0 3.0 20 10 0.0
(%) Unemployment rate
0 National average 16 Toyama 32 Shimane
1 Hokkaido 17 Ishikawa 33 Okayama
2 Aomori 18 Fukui 34 Hiroshima
3 lwate 19 Yamanashi 35 Yamaguchi
4 Miyagi 20 Nagano 36 Tokushima
5 Akita 21 Gifu 37 Kagawa
6 Yamagata 22 Shizuoka 38 Ehime
7 Fukushima 23 Aichi 39 Kochi
8 Ibaragi 24 Mie 40 Fukuoka
9 Tochigi 25 Shiga 41 Saga
10 Gunma 26 Kyoto 42 Nagasaki
11 Saitama 27 Osaka 43 Kumamoto
12 Chiba 28 Hyogo 44 QOita
13 Tokyo 29 Nara 45 Miyazaki
14 Kanagawa 30 Wakayama 46 Kagoshima
15 Niigata 31 Tottori 47 Okinawa
Sources: Unemployment rate is from “Labour Force Survey” by the Ministry of Internal Affairs and Communications. Active opening ratio

is from “Employment Stabilization Statistics” by the Health, Labour and Welfare Ministry
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[I-11 Proportion of Employees by Industry in Depressed Regions and Buoyant Regions

(%)

Agriculture, Electricity, gas, Information Wholesale
forestry, and Mining Construction Manufacturing | heat supply and Transport and retail
fisheries and water communication trade
Japan (Nationwide) 0.4 0.1 7.0 16.9 0.5 2.8 5.0 21.2
Depressed regions 1.2 0.1 9.1 10.1 0.5 1.6 4.9 21.9
Buoyant regions 0.5 0.1 7.4 23.2 0.5 1.3 4.8 20.0
. Eating and Education and Services (not
‘Flnance. Real estate drinking place, A (M, learning Comp_ound elsewhere
insurance . welfare services o
accommodations support classified)
Japan (Nationwide) 25 1.8 8.3 9.5 5.0 1.2 14.8
Depressed regions 2.3 1.4 8.7 12.2 5.1 1.8 14.0
Buoyant regions 21 1.2 7.6 9.1 4.6 13 135

Sources: Compiled based on Ministry of Internal Affairs and Communications, 2007 Establishment and Enterprise Census.

[I-12 Trends in Number of New Plants and Employees to Be Employed

(Employees) (Plants)
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60,000 -+ 1,000
4 800
40,000 | 1 600
20,000 | | 400
- 200

0 0

2000 2001 2002 2003 2004 2005 2006 (vear)

mmmm Number of employees —e— Number of new plants

Source: Compiled based on Ministry of Economy, Trade and Industry, Survey of Trends in Locations of New Plants.

References:

Japan Institute for Labour Policy and Training, Chiiki Koyd Soshutsu no Shin Choryd (New Trends in
Regional Job Creation) (2007).

Japan Institute for Labour Policy and Training, Chiiki Ken ni Okeru Koyd Séshutsu no Kenkyd (Re-
search on Job Creation in the Regions) (2008).
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Continuous Decline in Number of Peo-
ple Employed in Agriculture and For-
estry

An examination of recent changes in the em-
ployment structure by industry reveals that the
number of people employed in primary industry
(agriculture, forestry, and fisheries) has contin-
ued to decline, falling to 2.45 million in 2008
(equivalent to 3.8% of the total number of em-
ployed persons). A more detailed examination of
the long-term longitudinal statistics for agricul-
ture and forestry, which is the main category of
primary industry, shows that whereas 14.87 mil-

4 § Changes in Employment Structure
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lion people (37.8% of the total) were employed in
this category in 1953 when the Labor Force Sur-
vey was first conducted in its present form, the
migration of labor from rural to urban areas
during the postwar recovery of the Japanese eco-
nomy and the subsequent high-growth period has
caused a non-stop decline in the number of per-
sons employed in agriculture and forestry, with
the number falling below the 10-million mark to
9.70 million in 1967 and below 10% of the total to
9.6% (5.32 million) in 1980. In 2008, the number
stood at 2.45 million, or 3.8% of the total (see
11-13 and 14).

[I-13 Year-on-Year Difference in the Number of Employed by Principal Industries

(%)

(Annual Average)
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Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Labour force Survey

Note: Sevices means "Other Services".
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[I-14 Trends of Employed by Three Industry Divisions

Year-on-Year Difference

Real Count (10,000 persons) (10,000 persons)

Year-on-Year Difference (%) Proportion (%)

! Total Primary | Secondary | Tertiary Primary | Secondary | Tertiary Primary | Secondary | Tertiary Primary | Secondary | Tertiary
Industry | Industry | Industry Industry Industry Industry Industry Industry Industry Industry Industry | Industry

1994 6,453 373 2,157 3,894

1995 6,457 367 2,125 3,940 4 -6

1996 6,486 356 2,121 3,979 29 -1 -4
1997 6,557 350 2,134 4,039 71 -6 13
1998 6,514 343 2,050 4,08  -43 =7/ -84
1999 6,462 335 2,008 4078  -52 -8 -42
2000 6,446 326 1979 4,103  -16 & )
2001 6,412 313 1,921 4133 34 -13 -58
2002 6,330 296 1,845 4,134  -82 -17 -76
2003 6,316 293 1,787 4175  -14 -3 -58
2004 6,329 286 1,738 4,236 13 7/ -49
2005 6,356 282 1,713 4,287 27 -4 -25
2006 6,382 272 1,723 4,318 26 -10 10
2007 6,412 272 1,721 4,342 30 0 -2
2008 6,385 268 1,684 4357 27 -4 -37

39
60
46
-7
25
30

1
41
61
51
31
24
15

100.0 33.4 60.3

100.0 32.9 61.0
0.4 -3.0 0.2 10 1000 5.5 32.7 61.3
11 -1.7 0.6 15 100.0 53 325 61.6
-0.7 -2.0 -3.9 11 1000 53 315 62.7
-0.8 2.3 -2.0 0.2 100.0 52 311 63.1
0.2 2 -1.4 06 100.0 &l 30.7 63.7
-0.5 -4.0 -2.9 0.7 100.0 49 30.0 64.5
-13 5.4 -4.0 00 100.0 47 29.1 65.3
0.2 -1.0 3.1 1.0 100.0 4.6 28.3 66.1
0.2 2.4 =21 15 100.0 45 275 66.9
0.4 -1.4 -1.4 12 1000 44 27.0 67.4
0.4 -35 0.6 0.7  100.0 43 27.0 67.7
05 0.0 0.1 06 100.0 42 26.8 67.7
-0.4 -1'5 2.1 0.3 100.0 4.2 26.4 68.2

Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey.

Notes:

1) Primary industry means Agriculture forestry and Fisheries.

2) Secondary industry means Mining, Construction and Manufacturing.
3) Tertiary industry means industries other than above, excluding those non-categorizable.

Number of People Employed in Manu-
facturing Also Now Declining

The number of people employed in secondary
industry (mining, construction, and manufactur-
ing) continued to increase from the end of World
War |1, peaking at 21.94 million in 1992. It then
went into decline, and stood at 16.84 million
(26.4% of the total) in 2008. A more detailed
analysis of the situation in manufacturing, which
represents the largest category of secondary in-
dustry, shows that the number, which stood at
7.20 million (18.4%) in 1953, surged during the
15-year period of manufacturing-driven high eco-
nomic growth beginning in the late 1950s, and
had doubled to 14.43 million (27.4%) in 1973.
When the economy slowed and entered a period
of stable growth following the 1974 oil crisis,
however, the number declined for several years.
The number then entered a modest upward trend
at the beginning of the 1980s to reach a peak of
15.69 million (24.3%) in 1992. The collapse of the
so-called bubble economy in the same year, how-
ever, plunged the economy into a protracted re-
cession. The number of employed persons began
to decrease, falling to 11.44 million (17.9%) with-
out ever subsequently increasing again. Among
the reasons for the long-term decline in the num-

ber of people employed in manufacturing follow-
ing the high-growth period were (1) the move-
ment of plants overseas, especially by electrical
and automobile manufacturers, and (2) the revo-
lution in microelectronics in the 1980s and in-
troduction of information technology from the
1990s, which led to the increased mechanization
and automation of production processes. The de-
cline was thus not due to any significant decline
in manufacturing’s position in the economy as a
whole, and, as we examine in detail in another
chapter, the view is widely held that manufac-
turing should remain at the heart of the Japa-
nese economy.

Conspicuous Growth in Information
and Telecommunications and Medical
Health Care and Welfare

The number of people employed in tertiary
industry (comprised of industries other than pri-
mary and secondary industry) has gradually in-
creased since 1953, increasing from 35.8% (14.38
million) of all employed persons in that year to
over 50.5% (26.46 million), i.e., more than half, in
1974. The proportion continued to grow, reaching
over 60% (60.3% or 38.94 million in 1994) and
almost 70% (68.2% or 43.57 million) in 2008.
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Looking at trends in the main components of ter-
tiary industry, one finds that while the wholesale
and retail trades and eating drinking establish-
ments made up 46.3% of tertiary industry as a
whole in 1953, their share began to decline in
1961 at the start of the high-growth period, and
stood at 34.8% in 2002. While the revision of the
Japan Standard Industrial Classification renders
direct comparisons between 2003 onward and
earlier years impossible, the statistics show that
the wholesale and retail trades’ share of tertiary
industry declined from 27.6% in 2002 to 25.4% in
2008. Until 2002, transport and telecommunica-
tions were classified together and exhibited con-
tinued modest growth. Reclassified separately
into “transport” and “information and telecom-
munications,” transport held steady from 2002,
but the number of people employed in informa-
tion and telecommunications rose from 1.59 mil-
lion (3.8% of tertiary industry as a whole) in 2002
to 2.09 million (4.9%). In other categories of ter-
tiary industry, there was conspicuous growth in
the number of people employed in medical health

Chapter Il Labor Market

care and welfare, which rose from 4.75 million
(11.4%) in 2002 to 5.98 million (13.7%).

Specialist and Technical Workers

Looking next at a breakdown of the employ-
ment structure by occupation, the proportion of
employed persons accounted for by agricultural,
forestry, and fishery workers shrank from around
10% in 1980 to 4.4% (2.64 million) in 2008, re-
flecting changes in the industrial structure. Ac-
companying the downward trend in the number
of people employed in manufacturing, the pro-
portion of craftsmen, machinists and construc-
tion workers among employed persons also de-
clined to 21.9% (14.01 million) in 2008. The up-
ward trend in both the proportion and number of
specialist and technical workers, on the other
hand, continues despite the dramatic changes in
economic trends since 1953, rising from 4.4% and
1.73 million in that year to 14.9% and 9.50 mil-
lion in 2008. This trend is expected to continue
into the future (see 11-15 and 16).

[I-15 Year-on-Year Difference in the Number of Employed by Major Occupation (Male and Female)
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Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey.
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[I-16 Number of Employed by Major Occupation (Male and Female)

s Agriculture, | Transportation el ;
Specialized | |\ rial Service & F?Jrestr i p& Process | Manufacturing,
& Technical 9 Service Fish y c icati Workers PTOdU‘?t'Onu Workers
Business isheries ommunication A+ Operation & (B)
Construction (A)

1998 6,514 844 222 1,290 928 654 340 232 1,967 1,634 333

1999 6,462 846 215 1,273 921 668 332 228 1,938 1,604 334

2000 6,446 856 206 1,285 911 677 321 221 1,927 1,580 347

2001 6,412 873 202 1,249 968 693 309 214 1,859 1,506 353

Real 2002 6,330 890 187 1,228 934 717 291 211 1,817 1,468 349

Count

(10,000 2003 6,316 906 185 1,230 917 729 289 210 1,790 1,437 353

persons) 2004 6,329 920 189 1,244 901 748 284 201 1,775 1,415 360

2005 6,356 937 189 1,247 892 757 279 204 1,779 1,416 363

2006 6,382 937 185 1,260 881 772 269 206 1,802 1,432 370

2007 6,412 938 173 1,262 888 787 269 205 1,817 1,441 376

2008 6,385 950 172 1,292 870 789 264 199 1,778 1,401 377

1998 -43 20 -4 17 -12 17 -6 -9 -67 -72 5

1999 -52 2 -7 -17 -7 14 -8 -4 -29 -30 1

2000 -16 10 -9 12 -10 9 -11 -7 -11 -24 13

Year-on- 2001 -34 17 -4 -36 57 16 -12 -7 -68 -74 6

Year 2002 -82 17 -15 -21 -34 24 -18 -3 -42 -38 -4
Difference

(10,000 2003 -14 16 -2 2 -17 12 -2 -1 -27 -31 4

persons) 2004 13 14 4 14 -16 19 -5 -9 -15 -22 7

2005 27 17 0 & -9 9 -5 3 4 1 3

2006 26 0 -4 13 -11 15 -10 2 23 16 7

2007 30 1 -12 2 7 15 0 -1 15 9 6

2008 -27 12 -1 30 -18 2 -5 -6 -39 -40 1

Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey.
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Diversification in Forms of Employment

Non-regular Employees Comprise More
Than One Third of Total Employees
During the long-term economic stagnation
that began in the 1990s, Japan’s economic envi-
ronment changed enormously, including the de-
velopment of economic services, the intensifica-
tion of international competition and advances in
IT. Worker values have also evolved and diversi-
fied over this period. With this fundamental shift
in the socioeconomic environment as a backdrop,
there has been a concomitant startling rise in the
number of workers who are not classifiable as

regular workers; i.e. part-time workers or dis-
patched workers. According to the “Survey of the
Diversification of Employment Status” issued by
the Ministry of Health, Labour and Welfare in
2007, non-regular staff comprise 34.6% of all
workers, with a large number of women in this
category (see 11-17). In addition, the largest
group among these non-regular employees were
part-time workers (22.5%), followed by dis-
patched workers (4.7%), and contract workers
(2.8%).

[I-17 Proportion of Workers by Form of Employment

(%)

Form of Employment

Recular | Nonrequiar b FomofEmployment |
Category Total Sgtjaff Sta?f Contract Entrusted | Transferred | Dispatched | Temporary | Part-time Others
Employees | Employees | Workers Workers Workers Workers
2.8 1.8 1.2 47 0.6

Total (100.0)  100.0 62.2 37.8 225 43
100.0 65.4 34.6 2.3 14 15 2.0 0.8 23.0 3.4
Industry
Mining ( 01 100.0 85.0 15.0 1.0 3.2 2.3 0.9 0.6 31 3.9
Construction ( 68 100.0 85.7 14.3 22 19 12 28 04 28 3.0
Manufacturing (231 100.0 70.3 29.7 15 17 11 9.8 0.3 10.9 43
Electriciy, gas, heat supply (05 1000 90.8 9.2 0.7 2.4 14 22 0.0 15 11
and water
Information and (34 1000 745 255 50 11 25 9.9 02 48 21
telecommuni- cations
Transportation ( 67 100.0 71.7 28.3 39 4.0 13 41 1.0 11.6 2.6
Wholesale and, retail trade ( 219 100.0 52.2 47.8 24 11 0.7 17 0.6 36.9 44
Finance and insurance ( 36) 100.0 735 26.5 34 22 17 9.5 0.0 7.8 1.8
Real estate ( 09 100.0 64.0 36.0 34 45 3.8 3.0 0.5 17.3 3.6
Restaurants and hotels ( 77 100.0 319 68.1 15 0.7 0.7 2.0 0.9 55.6 6.7
LSl ( 89 1000 67.3 327 39 18 03 11 05 214 36
welfare
Education and learning support ( 28) 100.0 55.4 44.6 9.6 17 05 26 0.2 25.3 4.6
Compound service ( 07 100.0 76.4 236 23 2.0 0.7 12 0.9 6.1 104
Service, not elsewhere ( 137) 1000 54.3 457 36 21 2.1 40 11 274 54
classified
Establishment size
1,000 persons and over ( 53 100.0 74.2 25.8 31 14 15 11.3 05 4.2 38
500 999 ( 6.0 100.0 66.3 337 39 18 2.2 105 0.6 11.2 35
300 499 ( 43 100.0 62.5 375 3.6 19 14 8.8 0.4 16.9 45
100 299 ( 16.5) 100.0 61.6 38.4 3.6 25 1.6 6.9 0.4 18.6 4.8
50 99 ( 17.6) 100.0 59.5 40.5 2.9 21 11 43 0.7 23.9 54
30 49 ( 88 100.0 63.2 36.8 2.8 2.0 11 31 0.7 234 3.7
5 29 ( 415) 100.0 61.3 38.7 2.2 13 0.8 2.2 0.6 27.8 3.8
Gender
Male ( 58.6) 100.0 76.0 24.0 23 23 1.6 39 0.4 10.2 33
Female (414 100.0 42.6 57.4 3.6 1.0 0.5 5.8 0.8 40.0 5.7

Source: Ministry of Health, Labour of Welfare, Survey of the Diversification of Employment Status, 2007.

Notes: 1) Figuresin [
2) Figuresin (

] are the ratio assuming "non regular staff" in the industries covered as 100.
) are the ratio in each industry, size of enterprise, and gender (totaling 100).
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[I-18 Change in the Number of Non-Regular Employees

Number of Non-regular Employees Proportion to Employees Excluding Exectives
Year
10,000 persons (%)

1990 881
1991 897
1992 958
1993 986
1994 971
1995 1001
1996 1043
1997 1152
1998 1173
1999 1225
2000 1273
2001 1360
2002 1451
2003 1504
2004 1564
2005 1633
2006 1677
2007 1732
2008 1760

20.2
19.8
20.5
20.8
20.3
20.9
215
23.2
23.6
24.9
26.0
27.2
29.4
30.4
314
32.6
33.0
33.5
34.1

Sources: Ministry of Internal Affairs and Communication, The Special Survey of the Labour Force Survey, Labour Force Survey (Detailed

Tabulation).

Notes: 1) The figures up to 2001 are based on the Labour Force Survey-Special Survey that was taken every year in February, and
from 2002 based on the Labour Force Survey (Detailed Tabulation) which figures are the average taken between January

and March each year.

2) Non-regular employees refer to all persons who are referred to as part-time workers, dispatched workers (or temporary
agency workers), contract workers, entrusted workers(shokutaku), and similar phraseolopy.

Next we examine the trend in the number of
non-regular employees since 1990. According to
the Ministry of Internal Affairs and Communica-
tions’ (MIC) Special Survey of the Labor Force
Survey and Labor Force Survey (Detailed Tabu-
lation), the proportion of all employees (excluding
executives of companies and corporations) ac-
counted for by non-regular employees (the com-
bined total of part-time workers, entrusted work-
ers (shokutaku), dispatched workers, and non-
regular employees that are not otherwise classi-
fied) has steadily risen, and exceeded 30% in
2003. Their share of employment has continued
to increase since then, and in 2007 they ac-
counted for one third of all employees.

A similar examination of trends broken down
by sex and age group based on MIC's Special
Survey of the Labor Force Survey and Labor
Force Survey (Detailed Tabulation) shows that
the proportion of non-regular employees was
higher in all age groups in 2008 than in 1985.
This trend is particularly evident among women
of all ages and in young and older age groups (see

11-19).

Characteristics of Non-regular Employ-
ees in Japan

Non-regular employment can take a variety of
forms. However, the largest proportion of non-
regular employees work as part-time workers,
who appear to consist to a large extent of house-
wives.

Non-regular employees are distributed un-
evenly across a whole range of fields. Part-time
workers, for example, who account for a large
proportion of the total, are found in largest num-
bers in eating/drinking establishments and ac-
commodations, followed by the wholesale and re-
tail trades, services, and medical health care and
welfare (see 11-17). In addition, small to medium
size work places are the most prevalent.

The most often stated reasons for employers
employing part-time workers are “to control wage
costs”, and that they “require additional person-
nel on a daily or weekly basis” (see 11-20).
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1I-19 Trends in Proportions of Non-Regular Employees by Age and Sex

(%)

|1 | 1985 | 1905 | 20056 | 2008 |

Male 15-24 4.7 9.2 17.5 28.6
25-34 3.2 2.9 5.7 14.2

35-44 3.1 2.3 1.8 8.2

45-54 5.0 2.9 2.5 8.0

55-64 19.2 17.4 9.8 27.6

65 and over 34.7 48.3 33.3 67.9

Female 15-24 8.3 16.3 26.2 35.4
25-34 24.3 26.6 25.5 41.2

35-44 44.4 48.9 43.5 55.0

45-54 37.4 46.8 47.8 57.5

55-64 38.1 43.6 50.8 64.0

65 and over 45.8 48.6 51.7 70.1

Sources: Ministry of Internal Affairs and Communications, The Special Survey of the Labour Force Survey and Labour Force Survey.

Notes: The proportion of non-regular employees is the proportion of all non-agricultural/forestry employees excluding executives of
companies and corporations who are part-time workers, entrusted workers, dispatched workers, or not otherwise classified. The
figures for 15- to 24-year-old age group in 2005 and 2008 excludes registered students.

Moreover, the reasons part-time workers give
for choosing part-time employment are that they
“can choose own hours”, and “want to defray edu-
cational or household expenses” (see 11-21).

Turning our attention to contract employees,
the reasons given by workplaces for employing
such workers (“to perform specialist work” and
“to hire people with experience and expertise”)
and by contract employees for choosing such em-
ployment (“to put specialist skills and qualifica-
tions to use”) provide evidence of their quite dif-
ferent style of work compared with the part-time
workers described above, even though both are
subsumed under the same category of “non-
regular employees.”

Concerning Dispatched Workers

Dispatched workers are defined by the Man-
power Dispatching Business Act, enacted in 1986,
as “workers under contract to a dispatching
agency, who are entrusted with specific duties by
the companies to which they are assigned”. At
first, dispatched workers could only be used to
perform 26 duties that required a high degree of
specialization. However, a revision made to the
law in 1999 allows dispatched workers to perform
any type of work except longshoring, construction
work, security services, medical care-related
work and manufacturing. A revision was also
made in 2003 which lifted the ban on dispatched

workers from performing work related to manu-
facturing and the limit on the period of dispatch
(from one year to three years).

Many workplaces report that their main rea-
son for hiring dispatched workers is they “require
persons capable of doing specialized work” and
“unable to recruit regular employees”, although
there are also many who respond that they “need
to adjust hiring practices due to changes in busi-
ness conditions” and “to allow regular employees
to specialize in important work” (see 11-20).
While it seems that there are workplaces keen to
utilize dispatched workers for their experience
and expertise, it is also the case that need dis-
patched workers as a form of marginal labor.

As the Ministry of Health, Labour and Wel-
fare’s (MHLW) Manpower Dispatching Business
Report shows, dispatched workers grew in num-
ber from 144,000 in 1986 to approximately 3.81
million in FY2007. However, the economy then
stalled in the wake of the Lehman shock in au-
tumn 2008, prompting manufacturers to adjust
their workforces, and it is subcontracted workers
and dispatched workers who have borne the
brunt of this adjustment. Between October 2008
and June 2009, some 192,000 non-regular em-
ployees reportedly lost their jobs nationwide
(MHLW, “The Situation Regarding Non-renewal
of Non-regular Employees’ Contracts, etc.”), and
the need for action to enable them to lead secure
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working lives is likely to grow.

Future Challenges for Non-regular
Employees

Thus have non-regular employees come to ac-
count for around one third of Japan’s labor mar-
ket. While the deterioration of the economy has
led to dismissals and non-renewal of contracts of
non-regular employees in some industries, Japa-
nese business management would be near im-
possible without access to non-regular employees,
who are likely to continue to account for a certain

proportion of the market. As non-regular em-
ployees have a variety of work preferences and
wishes concerning their career development, im-
plementing uniform measures may not be the
most efficient approach. In order to enable as
many workers as possible to lead secure lives,
however, employment management systems will
have to be enhanced on the employer side by, for
example, making working conditions clearer, de-
veloping employment regulations, enrolling
workers in social insurance, and providing op-
portunities for their education and training.

[I-20 Reasons for Employment of Non-Regular Employees
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[I-21 Reasons for Non-regular Employees' Choice of Present Form of Employment
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Employment of Youth, Older Persons, Women, and Foreign Workers

Youth Employment

Present Situation and Future Outlook

Up until the early 1990s, Japan was known as
a country where the transition from school to
work was smooth and youth unemployment was
low. This was ascribed not only to vigorous de-
mand for labor, but also to the practice among
firms of hiring young workers on the basis of
their trainability and the existence of well-de-
veloped support for high school graduates to
smooth the path from school to work.

In the latter half of the 1990s, however, the
situation changed dramatically. The youth un-
employment rate rose and unstable employment
patterns gained ground among younger age
groups. For over a decade from the mid-1990s,
Japan’s youth labor market continuously dete-
riorated.

While the economic upturn from 2002 gener-
ated some improvement in employment condi-
tions for the young, the labor market become po-
lalized, even during the recovery, it was difficult
for those who entered the labor market during
the downturn to find stable employment.

The financial crisis in 2008 appears to have
again depressed demand for younger workers,
and a close eye will have to be kept on future de-
velopments.

Movements in Youth Unemployment
Rates

Youth unemployment rates were low in the
1980s, but then rose sharply until the end of the
1990s before declining as the economy recovered.
Now, however, there are indications that unem-
ployment is again on the increase.

[I-22 Trends in Youth Unemployment Rates
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Source: Statistics Bureau of Ministry of Internal Affairs and Communications, Labour Force Survey.
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Changes in Status of Employment

11-23 shows the changes in status of employ-
ment in the 15- to 24-year-old age group. From
the mid-1990s, the proportions of young
part-time workers (collectively called “freeters”)
and “atypical” employees (i.e., people employed
other than as permanent employees) increased
continuously before dropping slightly in 2006
because of economic recovery and demand for

Chapter Il Labor Market

workers to replace retiring baby-boomers. In
2007, however, the rate for males increased,
freeters only slightly. Up until 2002, moreover,
while the bulk of

atypical employees consisted of part-time
workers the proportion of indirectly employed
workers, such as dispatched workers (or tempo-
rary agency workers), contract workers, and en-
trusted workers (shokutaku), increased.

1I-23 Status of Employment of 15-to-24-year-olds
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Polalization of the Labor Market

The bulk hiring of fresh graduates that char-
acterizes the hiring practices of large firms in
Japan has been regarded as reducing opportuni-
ties to become a permanent employee unless
hired as one straight out of school or university,
and the recession has made becoming a perma-
nent employee even more difficult. Various sur-
veys show that the proportion of young people

who move from non-permanent to permanent
status has declined.

11-24 shows the paths taken between status of
employment by males aged 25 to 29 grouped
based on the results of the “Youth Workstyle Sur-
vey” of 2,000 young people in Tokyo conducted in
2001 and 2006 by the Japan Institute for Labour
Policy and Training (JILPT).
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II-24 Paths between Status of Employment among Males Aged 25-29

Regular employees fixation
Regular employees turnover
Regular to atypical
Regular(temporarily other)
Continuously atypical

Other to regular

Self-employed or family business
Unemployed/ without occupation
Other

Total

High school graduates

2001 2006 2001 2006
21 61

University graduates

21.6 47.6

17 11.5 12 10.1
3 8.9 2 4.8
13 9.5 6 3.7
9 14.9 7 13.2
24 16.9 8 11.6
11 12.8 3 6.3
1 3.4 0 2.6

1 0.7 1 0.0
100 100.0 100 100.0

Sources: Compiled from JILPT, “Youth Employment Behavior and Transition Processes in Major Cities,” Labor Policy Research Report

No. 72 (20086).

Note: No actual figures or fractions are given for 2001 due to reweighting of the data.

Among male high school graduates, the pro-
portion of “regular employees fixation; workers
who became regular employees and were still
regular employees of the same employer at the
time of the survey) was almost unchanged. How-
ever, there were large declines in the proportions
of “regular employees turnover; workers who be-
came regular employees immediately after leav-
ing school and were still regular employees at the
time of the survey, though with a different em-
ployer) and “other to regular” (workers who en-
tered some form of employment other than regu-
lar immediately after leaving school but were
regular employees at the time of the survey).
There was also a large increase in the “continu-
ously atypical” group (those who entered atypical
or were unemployed or without occupation im-
mediately after leaving school, or were
self-employed or family employees, and were still
in atypical employment at the time of the sur-
vey).

Among male university graduates, too, there
was a large decline in the “regular employees
fixation” group and an increase in the “continu-
ously atypical” group, though not to the extent
witnessed among high school leavers. At the

same time, the increase in “continuously atypi-
cal” and decrease in “other to regular” indicate
that opportunities to move from atypical to regu-
lar status of employment have narrowed, and the
tendency for school graduates to remain trapped
in atypical employment appears to continue.

The labor market has thus increasingly ex-
hibited polalization. Career opportunities have
differntialized into the employment of regular
and atypical when leaving school,, and this
situation has persisted even during the recovery
period.

Trends in Japan’s NEET Class

Japan’s NEETs—young people Not in Educa-
tion, Employment, or Training—are defined as
young persons aged 15 to 34 who are not enrolled
in education, are single, are not homemakers or
carers, and are not seeking employment. Accord-
ing to the Ministry of Internal Affairs and Com-
munications’ (MIC) Employment Status Survey,
their number declined from 690,000 in 2002 dur-
ing the recession to 630,000 in 2007, when condi-
tions were better. As a proportion of the young
population, however, there was a slight increase
from 2.0% to 2.1%.
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Employment of Older Persons

Relatively Stable Trends of Employ-
ment of Older Persons

In line with the Law Concerning Stabilization
of Employment of Older Persons, “older persons”
are defined in Japan as persons aged 55 or above,
and we use the same definition in this section to
outline the employment situation of older people
divided into three age groups: 55- to 59-year olds,
60- to 64-year-olds, and the 65-and-over age
group.

An examination of trends in labor force par-
ticipation rates, which serve as an indicator of
the supply of labor of older persons, reveals that
rates in the 55- to 59-year-old age group have
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stayed around 90-94% for males, and have arisen
over the long term for females to reach over 60%
in recent years. Regarding the sixties-and-over
age group, the rate for women aged 60 to 64 has
remained largely unchanged, while the rates for
males aged 60 to 64 and both males and females
aged 65 and over trended downward from the
late 1990s to bottom out in recent years. The in-
creases were particularly large in the 60- to
64-year-old age group in 2007 and 2008. The
proportion of employed persons in each group
(i.e., the employment rate) has exhibited a simi-
lar trend.

It is thus apparent, up until 2008 at any rate,
that the employment situation of older persons
has in recent years been quite stable.

[I-25 Labor Force Participation Rates among Older Age Groups
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Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey.

Looking at the overall unemployment rate
among older persons, it can be seen that, while
the rate for 60- to 64-year-old males (5.1%) was
considerably higher in 2008 than the overall av-
erage for all ages (4.0%), unemployment in all
other age groups has remained below the overall
average. Moreover, unemployment rates followed
a downward trend in all age groups after peaking

in 2002-03 thanks to the effects of the prolonged,
if modest, economic recovery in recent years. In
2008, however, unemployment began to climb
again as the economy entered a downturn.
During the 1990s, when the rapid increase in
the unemployment rate among younger age
groups (particularly 20- to 29-year-olds) pushed
up the level of unemployment for all age groups,
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unemployment remained relatively low among
all older age groups except 60- to 64-year-old
males.

When the labor force participation rate and
unemployment rate are looked at together, it be-
comes apparent that the downward trend in the
labor force participation rate observed from the
late 1990s among 60- to 64-year-old males and

both males and females aged 65 and over arose
from a scarcity of job opportunities that clearly
reflected deteriorating employment conditions.
Although it is arguable that this is due to the
maturation of the pension system, this has not
been a major factor and the desire to work of
older persons (particularly men) in Japan ap-
pears to be largely unchanged.

[I-26 Unemployment Rates among Older Age Groups
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Relative Stability Against Backdrop
of Various Policy Responses

Older persons in Japan have traditionally
faced more severe employment conditions than
other age groups. In around 1985, for example,
the unemployment rate for 55- to 59-year old
males (3.9% in 1985) was considerably higher
than the rate for all age groups (2.6%). Since the
1990s, however, it has been lower.

The main factors affecting the employment of
older persons in Japan are the mandatory re-
tirement system employed by firms and the age
at which mandatory retirement is set. For a con-
siderable period following World War 11 it was set
at 55, at which age workers encountered major
changes in the employment environment. The

mandatory retirement age was subsequently
gradually raised from the 1970s to the early
1980s, and the revision of the Law Concerning
Stabilization of Employment of Older Persons in
1985 prohibited the establishment of a manda-
tory retirement age of less than 60. This had a
considerable impact, leading to a relative decline
in the unemployment rate among 55- to 59- year-
olds.

Firms also often used to impose an age limit
in the thirties or early forties at the latest when
advertising job openings, and a breakdown of the
job openings ratio in each age group (calculating
by dividing the number of job openings by the
number of job applicants) shows that while the
ratio used to be considerably lower for older per-
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sons, the prohibition by law from 2002 of age
discrimination in job advertisements and hiring
has, as a rule, made it impossible for employers
to impose age limits. Accordingly, the job open-
ings ratio of older persons has ceased to decline
in recent years.

Policies to stabilize the employment of older
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persons (particularly those in the 55- to
59-year-old age group) have thus on the whole
been successful. 60- to 64-year-olds, on the other
hand, experienced a sharp rise in the unemploy-
ment rate in the 1990s following the collapse of
the bubble, as described above.

[I-27 Profile of Active Job Opening Ratios by Age Group
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Baby Boomers Enter their Sixties and
the Response

Japan’s largest baby boom generation follow-
ing World War Il was that born between 1947
and 1949. The members of this large cohort were
expected to be entering their sixties from 2007,
and in 2006 the Law Concerning the Stabiliza-
tion of Employment of Older Persons was revised
to make it mandatory for firms to continue to
employ workers up to the age of 65. Firms com-
plied well with this, continuing to employ work-
ers aged 60 to 64 mainly as shokutaku employees
on short-term contracts, and there was no large
exodus of older workers from the workforce in
2007 or 2008. While trends will need to be
watched closely given the likely economic diffi-
culties generated by the financial crisis emanat-
ing from the U.S., a sharp increase in the unem-

ployment rate among 60- to 64-year-olds like that
observed in the 1990s is expected to be avoided.

Job-hunting Difficulties of Older
Persons

While the job situation of older persons has on
the whole been stable and measures on the em-
ployment front have yielded results, it needs to
be borne in mind that this concerns mainly those
who were already in permanent employment
when they entered old age. Those who lost posi-
tions of permanent employment as economic dif-
ficulties were encountered in entering old age or
who had to temporarily leave the workforce for
health reasons, on the other hand, face severe
employment conditions. Employment of older
persons is quite stable provided that they remain
at the same firm or in the same business group.
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When they enter the open labor market, however,
they are placed at an extremely disadvantageous
position. Even though age restrictions on job of-
fers have been eliminated, the continued diffi-
culty of finding employment remains a major
problem. The proportion of 60- to 64-year-olds
without gainful employment according to data for
2007 is 17.4% points higher than among 55- to
59-year-olds. While less than the 23.4% point dif-
ference in 2002 thanks in part to the continued
employment measures being taken to assist older
persons described above, this still means that a
little under 20% of people in this age group are
without employment, suggesting that not every-
one may be able to enjoy a happy retirement.

Women’s Employment

Women Account for 41.9% of All Em-
ployed Persons

The number of female employed persons in
Japan has gradually grown over the medium
term. They accounted for 35.9% of all employed
persons in 1985, a figure that has continued to
grow since then to reach 41.9% in 2008. Over
four in 10 employed persons are thus now women
(11-28).

Statistics on the numbers and occupations of
female university graduates in employment show
that this rise in women’s participation in the la-
bor market has seen growing numbers working
as “clerical and related workers” and “profes-
sional and technical workers” (11-29).

[I-28 Trends in Number and Proportion of Women among All Employees
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[I-29 Trends in Number of Female Graduates of Four-year Colleges in Employment by Occupation
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Japanese Women’s Employment Rate
still Low by International Standards

Although the number of women in employ-
ment has thus risen in recent years, the propor-
tion of women working in Japan remains low in
comparison with other OECD members. A break-
down of the employment rates of women aged 25
to 64 by educational background reveals that
employment rates are higher in all countries for
university and graduate school graduates than
primary, junior high, and senior high school grad-
uates. The rates are particularly high in Sweden
and the United Kingdom, where almost 90% are
in employment. Among women in Japan, on the
other hand, employment rates are below the
OECD average for both university and graduate
school graduates (68.4%) and primary, junior
high, and senior high school graduates (59.8%)
(11-30).

Proportion of Women in Regular Em-
ployment Considerably Lower than
among Men

Only 46.4% of women are in regular employ-
ment, compared with 80.8% of regular male em-
ployees, with the majority of female employees
working in non-regular forms of employment as
part-time workers, dispatched workers, contract
employees, entrusted employees, and others (see
11-31).

Breaking down the gender difference in form
of employment by age, 11-32 shows that the pro-
portion of women in non-regular employment
rises substantially with age, and there is a con-
siderable difference between the sexes.
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[I-30 International Comparison of Female Employment Rates by Educational Background
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[I-32 Ratio of Employees by Type of Employment and Age
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Having Young Children is Main Reason
Given by Women for Not Wanting to
Work

The findings of the Ministry of Internal Af-
fairs and Communications (MIC) Statistics Bu-
reau’s Employment Status Survey reveal a gen-
der difference in the breakdown of reasons given
by people who are not interested in working for

not wanting to work (11-33).

Looking at the situation among 25- to 44-
year-olds who are not seeking employment, the
majority of women give “to raise children” as
their reason for not wanting to work. Among men,
on the other hand, the commonest reason for not
wanting to work is “illness or injury.”

11-33 Breakdown of 25- to-44-year-olds Not Seeking Employment by Sex, Educational Background,
and Reason for Not Wanting to Work
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Source: Ministry of Internal Affairs and Communications Statistics Bureau, Employment Status Survey (2007).
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A breakdown by educational background of
women’s reasons for not wanting to work reveals
that the proportion of university and graduate
school graduates not wanting to work due to rais-
ing children is 13% higher than among senior
high school graduates, accounting for around two
thirds of the total.

Importance of Supporting Women’s
Employment

Japanese society has entered demographic
decline, it is essential to create a society in which
everyone can play a part and those want to work
can find employment in order to maintain and
raise the country’s social and economic dyna-
mism in the future. Regarding women in par-
ticular, education levels are rising, but the pro-
portion that withdraw from the market to marry
and have and raise children remains high. With
more people seeking to better balance work and
life, it is generally accepted that action to enable
those who want to work to remain in employment
or find reemployment is crucial if such a balance
is to be achieved and women (especially those
with spouses) are to continue working.

Solid positive action to eliminate disparities
between male and female workers due to em-

ployment practices and beliefs in gender roles in
the past is therefore also necessary.

11-34 shows that the commonest form of posi-
tive action being taken by companies that re-
sponded that they were taking positive action
was the “establishment of clear performance re-
view standards to prevent evaluation on the ba-
sis of gender” (73.1%), followed by “positive re-
cruitment of motivated and skilled woman to
perform jobs in which there are no or few women”
(54.5%), “improvement of conditions and climate
in the workplace through revision of practices
rooted in belief in gender roles” (50.3%), and
“development and promotion of use of arrange-
ments to achieve better work-life balance”
(48.3%).

In order to support women's continued em-
ployment more positively in the future, the cli-
mate in the workplace need to change and em-
ployment systems should be developed to enable
employees to enjoy a better balance between
work and life. This can be achieved by, for exam-
ple, extending leave for employees with young
children, reemploying retirees, developing child-
care facilities at the workplace, and introducing
teleworking, all of which should be underpinned
by the pursuit of positive action.
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[1-34 Breakdown of Companies by Type of Positive Action Taken or Planned (Multiple Answers)

0% 10% 20%

30%

40% 50% 60% 70% 80%

Development of arrangements to 15.9 : :
promote positive action 24.1 O Action taken at the time of 2003
suney
_— . 16.2 B Action being taken at the time of 2007
Investlgatlorr;;r;?nznalyss of 2 26.2 suney
P 26.6 0O Action planned at the time of 2007
[ suney
13.8
Development of plans 19.7
25.9
29.7
Positive hiring of women 54.5
Active appointment and promotion 32.8 431
of women :
18.3
Provision of education and training 23.4
23.1
22.8

Awareness raising among men

37.2

Clarification of personnel review

50
73.1

standards
Dewelopment of conditions in 15.5 245
workplace ;
Promotion of use of arrangements 23.8
to achieve better work-life balance 1.7

48.3

Improvement of conditions and
climate in workplace

32.4
* 50.3

3.1
7.6

Other

Source: Japan Institute of Workers' Evolution, Survey of Positive Action by Enterprises (March 2008).
Note: Companies that responded that they were "currently taking" positive action at the time of 2007 survey = 100%

Employment of Foreign Workers

Japanese Policy on Foreign Nationals:
Past and Present

History of Policy on Foreign Nationals

The history of Japanese policy on foreign na-
tionals may be traced back some 60 years to the
establishment in 1950 of the Immigration Con-
trol Bureau in the Ministry of Foreign Affairs.
This was followed by the promulgation the fol-
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lowing year of the Immigration Control Ordi-
nance, and then the promulgation and entry into
effect in 1952 of the Alien Registration Act. At
that time, the main focus of policy regarding for-
eign nationals was on Japan’s “Zainichi” perma-
nent ethnic Korean and Chinese residents. In the
mid-1960s, industry began to call for “unskilled
labor” to be allowed into the country due to labor
shortages. Set against this, the verbal under-
standing was that, under the First Basic Em-
ployment Measures Plan (1967), foreign workers
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should not be allowed into the country. This
principle was maintained in the Second Basic
Employment Measures Plan (1973) and the Third
Basic Employment Measures Plan (1976). In the
late 1970s, there were rising numbers of refugees
from Indochina, female foreign workers from
Southeast Asia, second and third generation de-
scendants of displaced Japanese who remained in
China following World War 11, and Europeans
and North Americans coming to Japan for busi-
ness. When the yen appreciated following the
Plaza Accord in 1985, a stream of Japanese com-
panies expanded overseas, principally in South-
east Asia, and one of the repercussions of this
was to generate concern about the “hollowing out
of industry” in Japan. It was around that time
that there occurred a rise in “Nikkei” immigrants
(emigrants from Japan and their descendants)
from South America and foreign workers from
Asian countries who in practice came to Japan to
find work.

The Sixth Basic Employment Measures Plan
(1988) divided foreign workers into “professional
and technical workers” and “unskilled workers.”
The policy adopted regarding these two catego-
ries was to allow immigration of professional and
technical workers as far as possible, but to accept
unskilled workers with caution. In line with this
policy, the Immigration Control and Refugee Rec-
ognition Act was revised in 1989. The revisions
entered effect in 1990, in which year the
“trainee” status of residence was introduced. In
response to the Second Report of the Third Spe-
cial Advisory Council on Enforcement of Admin-
istrative Reform, the “foreign worker skills
training system” was established in 1993 and the
system of statuses of residence by which foreign-
ers are allowed to live in Japan was further de-
veloped.

With the Japanese economy mired in deflation
following the collapse of the “bubble” in the late
1990s, Japanese manufacturers continued to
transplant their production operations to other
countries. Overseas, the Chinese economy surged
to prominence and international competition in-

tensified. During this period, the number of for-
eign workers (the majority of them Nikkei) find-
ing non-regular employment increased. Due in
part to the easing of requirements for obtaining
permission for permanent residence in 1998, for-
eign workers who initially came to Japan as tem-
porary “guest workers” increasingly began to set-
tle long term.

As more foreigners settled, the number of for-
eign children rose, creating educational chal-
lenges for the communities in which they lived.
As a result, the issue of foreign workers has en-
tered a new phase as a social issue that encap-
sulates all aspects of life, and not just employ-
ment and labor.

Types of Status of Residence for For-
eigners in Japan

There are basically two types of status of resi-
dence for foreign nationals in Japan: statuses
that are associated with a particular category of
activity, and statuses that derive from a person’s
personal situation. The statuses of residence as-
sociated with activities include the following:
diplomat, official, professor, artist, religious ac-
tivities, journalist, investor/business manager,
legal/accounting services, medical services, re-
searcher, instructor, engineer, specialist in hu-
manities/international services, intra-company
transferee, entertainer, skilled labor, cultural ac-
tivities, short-term visitor, college student, pre-
college student, trainee, dependent, and specified
activities. Of these, the statuses of residence
from “professor” to “cultural activity” correspond
to labor, and holders of these statuses are not al-
lowed to engage in any employment activity
other than that permitted under their status of
residence. The statuses of residence deriving
from the individual's personal situation include
permanent resident, spouse or child of Japanese
national, spouse or child of permanent resident,
and long-term resident. Holders of these catego-
ries of status may engage in any kind of employ-
ment activity, regardless of whether it is un-
skilled or highly skilled.
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Present Situation Regarding Foreign Work- technical foreign workers being actively accepted
ers in Japan by Japan make up one in 10 registered foreign-
11-35 shows trends in the number of foreigners ers.
in Japan by status of residence. There are around 11-36 shows trends in the number of registered
840,000 “permanent residents” (the combined foreigners by nationality (place of origin). This
total of “special permanent residents” and “ordi- shows that while Koreans are on the decline, the
nary permanent residents”), who account for 40% number of foreigners from countries such as
of the total number of registered foreigners. If China and Brazil is on the rise, with the rise in
these are combined with other registered for- number from China being particularly marked.
eigners whose status of residence derives from
their situation (“spouses or children of Japanese Distribution of Foreigners by Region
nationals” and “spouses or children of permanent The number of foreign residents varies ac-
residents”), the proportion rises to around two cording to prefecture. This is because the number
thirds of the total. While the proportion of special of foreign residents in a region depends on, for
permanent residents, who now account for example, employment and unemployment condi-
around 21% of registered foreigners, is on the tions if they are seeking employment, and by the
decline, ordinary permanent residents are on the number of universities and other institutes of
increase, and they now account for approximately learning if they are pre-college or college stu-
19% of all registered foreigners. Professional and dents.

[I-35 Trends in Numbers of Foreign Workers by Status of Residence

(10,000 persons)
250 B Permanent resident

Spouse or child of Japanese national
Long-term resident
College student
Dependent
Entertainer
M Pre-college student
Spe(_:ialist in humanities/international
services
M Trainee
Engineer
M Skilled labor
H Intra-company transferee
Instructor
M Spouse or child of permanent resident

Professor

H Other

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
(Year)

Source: Ministry of Justice immigration control statistics.
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1I-36 Trends in Number of Registered Foreigners by Country of Origin
(10,000 persons)
250

200 -

North and South Korea
m China
150 -
m Brazil
m Philippines
100 - m Peru

United States

m Others
5

o
I

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 (Year)

Source: Ministry of Justice immigration control statistics.

11-37 shows the occupational breakdown of
foreigners according to prefecture based on the
2005 Population Census. It can be seen from this
that (1) foreign workers are concentrated in the
Kanto, Tokai, and Kinki regions, and (2) their
occupational breakdown differs according to pre-
fecture. For instance, Tokyo has the largest
number of foreign workers in Japan. Occupation-
ally, it also has a relatively high proportion of

professional and technical workers and service
workers. Shizuoka and Aichi, on the other hand,
have relatively high proportions of production
process and related workers, who account for
over 50% of the total. It may be observed from
this that many foreigners are employed in
non-manufacturing jobs in Tokyo, and in manu-
facturing jobs in the Tokai region.

[I-37 Numbers of Foreign Workers by Occupation and Prefecture

1,000 persons
100

80 |

60 -

40 -

20

Hokkaido
Yamagata ||
Fukushima i
Saitama
Chiba
Tokyo
Kanagawa
Ishikawa Jj
Shizuoka

Source: Compiled from 2005 Population Census.
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Wakayama
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Production process and
related workers

W Transport and
communication workers

Agriculture, forestry, and
fishery workers

M Security workers

W Service workers
Sales workers

M Clerical workers

Administrative and
managerial workers

l Specialists and technical
workers

Okayama ]|}
Hiroshima
Yamaguchi
Kagawa
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Companies’ Employment Management
of Foreign Workers

Hiring Policies and Reasons for Employing
Foreign Workers

The results of a survey on companies’ policies
toward employment of foreign workers shows
that the commonest policy, adopted by around
40% of the respondents, is “have not and will not
hire foreign workers.” A breakdown of the results
by size of company in terms of number of em-
ployees reveals, however, variation in policy to-
ward employment of foreigners according to size
(11-38). There is little variation according to size
regarding hiring being conditional upon Japa-
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nese ability. As work instructions and orders are
given in Japanese, having a certain degree of
proficiency in Japanese is therefore a necessary
requirement for foreigners to be employed by
Japanese companies.

Smaller companies exhibit a greater reluc-
tance to employ foreigners, but many companies
with larger workforces have a policy of using for-
eigners in some form. The more employees a
company has, the more likely it is to treat Japa-
nese and foreign nationals the same. Companies
with more employees are also more likely to
adopt a policy of using foreign workers in specific
fields and occupations or of using them as non-
regular employees.

[I-38 Policies on Employment of Foreign Workers (N=730)

0% 10%

20% 30% 40% 50% 60% 70%

Have and will continue to treat Japanese and
'eign nationals the same

Hire and use foreigners who can do their jobs in Japanese

Use only foreigners in specific occupations and
specialist fields

Use foreigners as non-regular employees

Hire and use only newly graduated foreigners

-

Have not and will not hire foreigners

Don't know

Other

W29 or less
30-99

M 100-299

9300-999

1,000 or more

M Unknown

Source: Japan Institute for Labour Policy and Training (2004), "Present and Future Handling of Foreign Worker Issues," Labour Policy

Report, No. 14.
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Looking at the reasons given by companies for
already employing foreign workers according to
the results of the same questionnaire, we find
that relatively more manufacturers give as their
reason “to assist overseas expansion,” “low wages
or other costs,” or “unable to employ Japanese
nationals” (11-39). In non-manufacturing, rela-

tively more companies give “possessed special or
advanced skills and abilities,” “excellent career
background,” or “just happened to be a foreign
national” as their reason. On the other hand,
“unable to employ Japanese nationals” and “low
wages or other costs” were common responses
among manufacturers using foreigners.

1I-39 Reasons for Employing Foreign Workers

50% -

m Manufacturing

m Non-manufacturing

40% -

30% |

20% -|

10% -

0% -

Excellent career background
Sought by overseas parent

To assist overseas expansion
or affiliate

advanced skills and abilities

Possessed special or

Source: Japan Institute for Labour Policy and Training, ibid.

Employment Management of Foreign
Workers in Professional and Techni-
cal Fields

Regarding how foreign human resources are
managed, foreign workers who are hired without
distinction from Japanese nationals are treated
the same as Japanese employees in terms of
placement after hiring, education/training and
skills development, evaluation, pay, and other
treatment. Where skills such as language skills
are used, foreign workers are often assigned to
those parts of a company that have dealings with
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overseas or else are trained in readiness for their
assignment to other countries.

Employment Management of Foreign
Workers in Manufacturing

A distinguishing feature of employment of for-
eign workers in Japan is their greater use in
manufacturing than in professional and technical
fields. The number of establishments employing
foreign workers is growing particularly rapidly,
and the number of foreign workers in indirect
employment is also growing considerably. Below,
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we focus on Nikkei workers and the “technical
interns” who have grown rapidly in number of
late.

Nikkei Workers

Most foreign workers employed in production
processes are employed indirectly as dispatched
or subcontracted workers. Nikkei workers were
increasingly employed directly by contractors, or
else hired from their countries of origin via bro-
kers and travel agencies. More recently, however,
contractors have increasingly commonly re-
cruited Nikkei from within Japan by placing
help-wanted advertisements in newspapers pub-
lished in Portuguese and Spanish in Japan or
through word of mouth among the Nikkei com-
munity and personal introductions.

Nikkei workers normally used to come to Ja-
pan for a temporary stint of employment as
“guest workers” for several years after their ar-
rival. Now, however, migrant workers are in-
creasingly settling in Japan. This trend has been
accompanied by a rise in the number of female
workers. The reduction in 1998 of the minimum
period of residence required to qualify for per-
manent residence from 20 years to 10 years has
also contributed to this trend.

Common clients of temporary labor agencies
and work contractors are manufacturers in the
automotive business, subcontractors in the con-
sumer electronics and electronic parts industries,
and food plants (producing prepared foods for
convenience stores, etc.). Such work does not re-
quire a high level of skill, and is often simple and
repetitive. Client companies also do not require
advanced skills of Nikkei workers.

The hourly wage earned by Nikkei is around
1,500 to 1,800 yen in automotive parts manufac-
turing, 1,200 to 1,400 yen in electrical and elec-
tronic parts manufacturing, and 800 to 1,000 yen
in food production.

As a consequence of bringing over their fami-
lies and settling, Nikkei workers’ patterns of
work are gradually changing. Some are also
buying homes in Japan, creating what appears to
be branching of the Nikkei community into those
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who settle and those who remain mobile. Their
rate of enrolment in employment insurance and
health insurance under the present social insur-
ance system, however, is low. Families who come
to Japan can lead unsettled lifestyles, and school
absenteeism in the Nikkei community is emerg-
ing as a problem.

Technical Interns

The number of foreign trainees and interns in
Japanese manufacture is growing. In 2007, more
than 100,000 people entered the country with
“trainee” status of residence, and around 60,000
transferred from trainee to technical intern
status. A breakdown of the countries of origin of
trainees who then become technical interns re-
veals the overwhelming majority (85%) to be
from China. Technical interns are most com-
monly found in textile and apparel, machinery
and metal-related, and food production-related
industries, and around 60% of host companies
are micro enterprises with 19 or fewer employ-
ees.

The training provided in Japan under the for-
eign trainee and technical intern program in-
cludes training in quality control and production
control, and the results are becoming apparent.
For example, some trainees and technical interns
have gone on to become forepersons and assis-
tance managers at Japanese companies in their
own countries or have formed their own startups
after completing their training.

However, certain problems with the program
have also arisen, such as the following:

(1) The original purpose of the trainee and
technical intern program was to assist the trans-
fer of technologies to other countries. Critics have
observed, however, that it has in practice become
a means of hiring labor for human resource-
strapped micro, small, and medium enterprises.

(2) Problems such as training and practice not
being provided as planned, trainees having to
work overtime (which was originally not permit-
ted), and wages not being paid have arisen.

(3) Some companies take on more trainees
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than is permitted.

(4) Brokers become involved and some train-
ees and technical interns go missing.

The program is therefore to be revised further
to consideration by the relevant ministries of how
it should be operate and what course it should
take in the future.

Issues in Employment Management
of Foreign Workers

Employing foreign workers entails all kinds of
issues at every stage of the employment process,
from recruitment and hiring to education in
health and safety, social insurance, human re-
source management (placement, education and
training, and evaluation and treatment), and sev-
erance.

(1) Hiring: The various issues encountered at
the recruitment and hiring stage include the in-
volvement of brokers, hiring discrimination, and
the need to properly confirm workers’ status of
residence.

(2) Regarding equality of treatment after hir-
ing, the Labor Standards Act applies to foreign as
well as Japanese workers. There must therefore
be no discrimination in terms of working condi-
tions such as wages and working hours.

(3) Care must be taken to ensure that educa-
tion in health and safety matters is understood
by foreign workers. There may occur cases where
foreign workers have insufficient Japanese abil-
ity or are unable to understand the content of
safety education. Concrete explanations and

guidance are therefore required to enable them to
understand.

(4) Foreign workers’ low rate of enrolment in
employment insurance and health insurance has
been a long-standing problem. The proportion of
Nikkei workers not enrolled in health insurance
is estimated to be anywhere between 15% and
60%. Similarly, 65% to 90% are not enrolled in
pension insurance. People who are not enrolled
in health insurance have to bear the full cost of
medical treatment out of pocket, and may even
be unable to receive appropriate treatment when
in poor health. Non-enrollment can also lead to
non-payment of medical expenses when treat-
ment is received. Non-enrollment in the pension
system also means that workers face possible
poverty in old age.

(5) Critics note that foreign workers in indi-
rect employment have few opportunities for skills
development.

(6) While many foreign workers have become
unemployed as a result of layoffs and non-re-
newal of contracts due to the effects of the global
recession since 2008, hardly any support has
been provided by companies to help them find
reemployment when they have been laid off.

It can thus be seen that most of the employ-
ment issues concerning foreign workers are solu-
ble provided that employers observe existing
rules as they should. Companies therefore need
to manage their foreign workers properly ac-
cording to the demands of each stage of employ-
ment, from recruiting and hiring to severance.
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Long-Term Employment System

Human Resource
Management

Employee Tenure in Japan

II1-1 shows a breakdown of employees in Japan,
the United States, and several European coun-
tries according to employee tenure. The only
countries to have fewer than 40% of employees
employed at the same company for less than five
years are Japan and Italy, which, alongside coun-
tries such as France, Italy and Finland, have
more than 20% employed for more than 20 years.
It can thus be seen that, by international stan-
dards, employee tenure tends to be longer in Ja-
pan.

According to the 2007 Basic Survey on Wage
Structure, average employee tenure in Japan is
11.8 years. However, this varies according to the
attributes of employees and the corporate or-
ganizations to which they belong. Average em-
ployee tenure is longer for men than women, and
increases with the size of the company to which
they belong (III-2). By international comparison,
long-term employment in Japan is thus a par-
ticular feature of employment of male workers at
large companies.

-1 Breakdown of Employees by Employee Tenure

Percentage of all
employee

Less than 5 36.5 52.8 55.0 43.4
5 to less than 10 18.3 20.2 15.0 15.8
10 to less than 20 24.2 16.8 19.0 23.7
Over 20 21.3 10.3 10.0 17.0

Country NETED] LSJt:::(s’ K%r;:jeodm Germany | France Italy Belgium | Holland | Denmark | Finland | Norway | Austria
(Year) | 2007 2008 2002 2002 2002 2002 2002 2002 2002 2002 2002 2002
)

(%

37.3 45.5 57.1 57.7 41.6 54.8 45.6
15.4 12.7 10.5 171 13.4 13.8 15.0
242 22.7 19.9 17.0 22.2 22.3 231
23.0 19.1 12.6 8.1 22.8 9.1 16.2

Sources: Japan — Ministry of Health, Labour and Welfare (2008), Basic Survey on Wage Structure 2007.
United States— U.S. Department of Labor (2008), Employee Tenure in 2008.
United Kingdom - Office for National Statistics (2003), Labour Force Survey.
Other countries — Eurostat (2006), Structure of Earnings Survey 2002.

-2 Average Employee Tenure (by Sex and Number of Employees of Company)

8.7

All companies 11.8 13.3

1,000+ employees 14.4 16.2 9.7
100-999 employees 11.2 12.7 8.2
10-99 employees 10.0 10.9 8.3

Source: Ministry of Health, Labour and Welfare (2008), Basic Survey on Wage Structure 2007.

Background to Long Employee Tenure:
Long-term Employment Systems
Why then is employee tenure in Japan so

long? One answer lies in the long-term employ-
ment systems that have developed at Japanese

companies.
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Many Japanese companies rely mostly on
fresh school or college graduates to meet their
hiring requirements, and this tendency is par-
ticularly pronounced at large companies. Fresh
graduates have no real experience of work in a
company until they are hired and their employ-
ers cannot tell what professional aptitudes they
might have. The assumption is, therefore, that
companies will hire them focusing on their
trainability after hiring, and that their profes-
sional abilities will improve as they gain in ex-
perience in the workplace. Wage systems are
similarly based on this assumption, and the ap-
proach adopted at many companies is to gradu-
ally raise wages in accordance with employees’
length of service.

From the company’s point of view, it makes
sense to have workers who have attained a cer-
tain level of professional ability stay with them
for as long as possible so that they can get the
most out of them when their productivity out-
weighs what they are paid and recoup the cost of
providing them with various training opportuni-
ties to raise their abilities after hiring. They
therefore encourage employees to stay by raising
their wages over time. If a company employs a
wage system that emphasizes length of service,
employees, for their part, can expect to earn a
higher wage the longer that they remain with the
same company. The large number of companies
that offer other non-wage incentives that in-
crease in value with length of service, such as
attractive retirement benefits, also encourage
employees to stay with their employers for the
long haul. The long-term employment systems of
Japanese companies and the long tenure of em-
ployees in Japan may be said to have arisen out
of these expectations of management and labor.

Transformation of Long-term Employ-
ment Systems

Although employee tenure in Japan is com-
paratively long by international comparison, it is
in fact very slowly shrinking and the average
tenure of all employees in 2003 was 0.4 years
longer (12.2 years) than what it was in 2007 ac-
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cording to the above Basic Survey on Wage Struc-
ture.

Behind this trend is the transformation of
long-term employment systems at Japanese
companies. Paying higher wages to longer-serv-
ing employees necessarily carries with it a risk of
pay exceeding productivity in the case of em-
ployees whose professional skills have ceased to
rise. Although this risk did not manifest itself
during the 1950s through to the 1970s when
most Japanese companies were enjoying rapid
growth, the wage costs of middle-aged to older
employees increasingly came to be seen as a
problem by companies from the 1970s onward
when the Japanese economy was no longer
growing as it had. As a result, the practice spread
among large companies in particular of tempo-
rarily or permanently transferring middle-aged
and older workers to affiliates or business part-
ners. During the prolonged recession of the 1990s,
a wave of companies experienced serious busi-
ness difficulties, with the consequence that many
asked their employees of above a certain age
(usually those in their late forties to fifties) to
accept voluntary early retirement in exchange for
a topping up of their retirement benefits. The use
of such methods to remove middle-aged to older
employees from companies’ workforces appears to
be what has led to the gradual decline in Japan’s
average employee tenure.

With the revision of the Act Concerning Stabi-
lization of Employment of Older Persons, how-
ever, it became mandatory from April 2006 for
companies to provide employment opportunities
from 60 until pensionable age. While some expect
this legislative action to reverse the shortening of
average employee tenure, the imposition of the
obligation to secure employment opportunities
from the age of 60 onward may also reinforce
moves by Japanese companies to rid themselves
of employees before they reach that age, making
it hard to predict how long-term employment
systems will develop in the future.
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Recruiting and Hiring

Because Japan’s labor market is divided into a
new graduate market and a mid-career job
seeker market, or into large enterprises and
small businesses, there are accordingly great dif-
ferences in recruiting and hiring. The collective
hiring of a group of new college graduates imme-
diately upon graduation is one of the characteris-
tics of hiring activities in Japan. However, look-
ing at III-3, we see that it is in great part the
large enterprises hiring new graduates, and that

as the size of the company decreases, the rate of
hiring new graduates also decreases. On the
other hand, for mid-career hires, this difference
based on company size is not as large as with the
new graduates; in particular, the rate of hiring
mid-career workers in nonclerical positions is
higher at small-scale businesses (see I1I-4). (Note
that the Survey of Employment Management
cited below was discontinued in 2004, and so
there are no results for subsequent years.)

llI-3 Current Ratio of Hiring for New Graduates (Multiple Answers)

2001
: : - 2004

High school graduates
Total of all companies
5,000 or more employees
1,000—-4,999 employees
300-999 employees
100-299 employees
30-99 employees
College (including graduate school) graduates
Total of all companies
5,000 or more employees
1,000—-4,999 employees
300-999 employees
100-299 employees
30-99 employees

(%)

4.7 2.8 12.9 16.7
271 10.9 42.4 443
14.4 6.3 31.9 37.9
11.8 4.7 31.0 33.6

7.0 4.6 22.3 21.1

3.0 20 7.8 13.1

7.9 9.2 7.0 19.6
76.2 56.8 274 94.1
57.5 46.0 28.5 81.2
33.5 36.9 224 64.3
13.1 17.0 11.6 33.8

25 3.2 3.6 9.0

Source: Ministry of Health, Labour and Welfare, Survey of Employment Management, 2001, 2004.
Note: The 2004 survey was not categorized into clerical, technical/research, and non-clerical job types.

llI-4 Current Ratio of Hiring for Mid-Career Workers

(%)

| Management | Clerical_|Technical, Research| Non-lerial
Total of all companies 13.7 27.5 18.4 50.8
5,000 or more employees 34.9 54.8 51.9 384
1,000—-4,999 employees 26.5 44 9 38.6 42 4
300-999 employees 23.8 43.6 31.3 48.7
100-299 employees 15.6 34.5 20 49.3
30-99 employees 11.7 23.2 15.9 51.7

Source: Ministry of Health, Labour and Welfare, Survey of Employment Management, 2004.

62 Labor Situation in Japan and Analysis: General Overview 2009/2010



Methods of Recruiting and Hiring

III-5 shows the general methods of recruiting
and hiring. For recruiting college graduates,
methods such as “job-search magazine or job

»

search website,” “introduction or recommenda-

»” K«

tion by professors, etc at college,” “company, etc.
hosts a job fair or seminar” are widely used. On
the other hand, for mid-career hires the most
common methods are “public employment secu-
rity office, etc.,” “Help Wanted’ advertisement or
flier in the newspaper,” and “job-search magazine
or job search website” (see III-5; survey con-

ducted in 2004).
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Compared to the same survey conducted three
years ago, one notices that methods of recruiting
and hiring have drastically changed. “Job-search
magazine or job search website” became first and
third, respectively, for new college graduates and
mid-career hires. “Independent company website”
came fourth for mid-career hires, and methods
involving the internet are increasing. On the
other hand, “personal connections” (22.9%) which
was third in mid-career hires three years ago has
dropped to fifth (6.1%) in this survey (see III-5;
survey conducted in 2001).

llI-5 Methods of Recruiting New College Graduates and Mid-career Hires
(multiple answers)

2001

(%)

Introduction or

College (including recommendation : )
hosts a job fair
graduate school) by teachers, etc. ;
or seminar
graduates at school 209
384 ’
Public Employment "Help Wanted”
Mid-career hires Security advertisement or
Office, etc. flier in the newspaper
59.6 31.3

Company, etc. Job search magazine

. Independent Public Employment
or job . . )
. company website Security Office, etc.
search website 237 186
29.8
Job search
Personal . .
. Others magazine or job
connections .
22.3 search website
229 18.1

2004

(%)

Job search magazine Introduction or
College (including 9

graduate school) el . by teachers, etc.
search website
graduates 38.2 at school
’ 33.9
Public Employment "Help Wanted”

Mid-career hires Security advertisement or
Office, etc. flier in the newspaper
64.9 33.3

recommendation Sy el fiokiny

Public Employment
Public Employment  Security Office, etc.

AL falr Security Office, etc. hosts a job fair or
or seminar .

324 25.2 seminar

' 16.0
Job search magazine

or iob Independent Personal

) . company website connections
search website
30.0 16.2 6.1

Source: Ministry of Health, Labour and Welfare, Survey of Employment Management, 2001, 2004.

The hiring of four-year university graduates
in the humanities and social sciences is generally
carried out in the following way. First, the hiring
process starts with a request for material from
the company. This usually begins during the jun-
ior year. The company will then hold a seminar
or information session for the students who
looked at the company materials, and proceed on
to the written exam and interview stages. Ordi-
narily, conditional job offers are decided upon af-
ter two or three interviews. While the start of the

communication of these conditional job offers in
1997 and 1998 peaked during June and July, it
peaked around April in 2004, indicating that the
time was reduced by two months in those years
(“Hiring of College Graduates and Human Re-
source Management in a Period of Reform,” Re-
port No. 128, 2000, Japan Institute of Labour;
“Survey on Hiring University Graduates,” 2006,
Japan Institute for Labour Policy and Training).
As seen in Table III-5, many of the request for
materials and application procedures for semi-
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nars are made through E-mails or websites due
to the dissemination of the internet, and pri-
vate-sector portal sites built to support such ac-
tivities are widely used.

The hiring of graduates of four-year universi-
ties in the natural and physical sciences gener-
ally often takes the form of either an introduction

and recommendation by the student’s academic
advisor, or a request to the advisor from the
company for introduction of a student. Further-
more, there are many students of natural and
physical sciences who find jobs after pursuing a
postgraduate degree.

llI-6 Methods of Screening New College Graduates (Multiple Answers)

Individual intenview

| 908

General common knowledge/

basic academic proficiency

| 58.7

Aptitudes

| 50.6

Essay/composition writing

| 42.0

Group inteniew | 27.4

Application sheet | 22.5

Subjects and skills in
- 12.4
specialized area

Presentation

Others

Groupwork/collaborative work

No response

j 4.7
tl 3.3
tl 3.1

0.1

0 10 20 30 40 50 60

70

80

90

100

(%)

Source: Ministry of Health, Labour and Welfare, Survey of Employment Management, 2004.

Most of the methods used for recruiting are
those that have been long used such as individ-
ual interviews, tests on general common knowl-
edge/basic academic and aptitudes, etc. Among
them individual interviews reaches 90%.

The past few years of economic growth, the
longest—if modest—spell of growth since World
War II, combined with the mass retirement of the
baby-boom generation fanned hiring interest
among firms, and the market remained a seller’s
one from the point of view of new graduates.
However, the situation changed dramatically
when the global financial crisis broke and the
economy changed course in autumn 2008, and
the problem of job offers to students being with-
drawn drew considerable attention. Although

proportionately small in number compared with
the total number of hires, a record high of well
over a thousand two-year and four-year gradu-
ates had had their offers cancelled as of February
2009. However, for small businesses that had
hitherto faced hiring difficulties and industries
such as the nursing care and hospitality indus-
tries that had experienced chronic labor short-
ages, the situation is being seen by some as an
opportunity to hire better human resources.

Points Taken Seriously in Hiring
Workers

III-7 looks at the points considered important
when hiring new college graduates. In the 2004
survey, where job types were not divided into

64 Labor Situation in Japan and Analysis: General Overview 2009/2010



clerical, technical/research, and non-clerical cate-

”»” K

gories, “enthusiasm and ambition,” “communica-
tion skills,” and “drive and executive ability” re-
spectively came as first, second, and third priori-
ties. In the 2001 survey where job types were di-
vided, for each of the three job categories-clerical,
technical/research, and non-clerical-the number
one consideration was “enthusiasm and ambi-
tion.” However, large differences could be seen in
the number two and number three choices. For
is attached to

“general common knowledge, well educated and

clerical positions, importance

cultured” and “cooperative spirit and sense of

”» &«

balance; ” “technical knowledge and skills” and
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“understanding and judgment” are seen as cru-
cial for technical/research positions; and for non-
clerical work “drive and executive ability” and
“good health and stamina” are viewed as assets.
Looking at points considered important when
hiring mid-career workers (points with a rate
over 50% in III-8), “job experience” is the top
consideration for both management and clerical
categories while “technical knowledge and skills”
and “job experience” rank high for technical/re-
search positions, and “enthusiasm and ambition”

is the most desired attributes for non- clerical

workers.

lll-7 Points Considered Important When Hiring Recent College Graduates (Up to 3 Multiple Answers)

2001 (%)
General common
Clerical Enthusiasm, knowledge, Cooperative spirit, Drive, Executive Understanding,
Ambition Well educated and Sense of balance ability Judgment
74.0 cultured 39.2 32.8 31.8
39.5
. Enthusiasm, Technical knowledge, Understanding, Drive, Executive Cooperative spirit,
Technical, Research " . -
Ambition skills Judgment ability Sense of balance
66.7 51.1 33.6 29.6 20.4
General common
Enthusiasm, Drive, Executive Good health, knowledge, Cooperative spirit,
Non-Clerica Ambition ability Stamina Well educated and Sense of balance
76.5 46.6 38.3 cultured 29.2
35.4
2004 (%)
Enthusiasm, Communication skills Drive, Executive Cooperative spirit, Understanding,
2004 Ambitiion 35.1 ability Sense of balance Judgment
64.0 ) 31.0 30.9 25.9

Source: Ministry of Health, Labour and Welfare, Survey of Employment Management, 2001,2004.
Note: The 2004 survey was not categorized into clerical, technical/research, and non-clerical job types.
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lI-8 Points Considered Important When Hiring Mid-Career Workers (Up to 3 Multiple Answers)

(%)
| Fst | Second | _ Thid [ _ Foth | Fith |
Job experlence Technical Enthusiasm, Drive, Executive Understanding,
Management 577 knowledge, skills Ambition ability Judgment
’ 48.3 30.9 29.7 20.0
General common
Job experience Enthusiasm, knowledge, Cooperative spirit,  Technical knowledge,
Clerical 527 Ambition Well educated and Sense of balance skills
' 415 cultured 28.3 259
33.6
Technical knowledge, Jab axparience Enthusiasm, Drive, Good health,
Technical, Research skills 58 1 Ambition Executive ability Stamina
68.9 ' 36.1 16.6 15.7
Enthusiasm, Good health, Job experience Drive, Cooperative spirit,
Non-Clerical Ambition Stamina 38.3 Executive ability Sense of balance
58.8 47.3 ) 26.0 23.1

Source: Ministry of Health, Labour and Welfare, Survey of Employment Management, 2004.
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Allocation and Transfer of Human Resources

Allocation and Transfer of Human
Resources at Japanese Companies

In the context of human resource manage-
ment, “allocation” refers to a company’s appor-
tioning of work to its employees. In Japan, where
the concept of “jobs” is less entrenched than in
Europe and North America, the content of work
assigned to employees tends to change to suit the
aptitudes and abilities of the employee and
changes in the environment faced by the com-
pany, rather than human resources with the
necessary aptitudes and abilities being allocated
to perform a predetermined task.

“Transfers,” meanwhile, consist of moving
employees around to perform different work, and
the practice of transfers at Japanese companies
exhibits several characteristics. Firstly, their
main purpose is not only to reshuffle human re-
sources to meet the needs of the organization
(such as expansion, downsizing, or job reorgani-
zation), but also to act as a means of training and
developing employees (III-9). Secondly, compa-
nies have an enormous say in determining trans-

fers. Transfers at large companies are a classic
example in that the wishes of the human re-
sources department are paramount in the alloca-
tion and transfer of newly-hired fresh graduates
and the transfers of managers, while it is the
wishes of the department actually responsible for
the work to be performed that largely determine
transfers of regular employees. Thirdly, while
transfers of non-manage-ment personnel often do
not extend beyond particular departments, in-
ter-departmental transfers of management per-
sonnel are common. And fourthly, temporary ex-
ternal transfers (where an employee of company
A works at and is subject to the orders of com-
pany B while remaining an employee of company
A) and permanent external transfers (where an
employee leaves company A and becomes an em-
ployee of company B) entail transfers beyond the
boundaries of the company for the purpose of
supporting business partners and affiliates, de-
veloping employees’ skills, and securing positions
for middle-aged and older employees.

-9 Objectives of Transfers by Companies (Multiple Answers)

Expansion/
downsizing

Establish-
ment of new
division

Job

of existing

oy tion
division

Clerical 14.3 32.8 40.1
Technical/

Research 14.0 32.1 41.4
Manual 10.0 34.1 35.5

reorganiza-

(%)
Development
of workers'
Transfer to abilities Enhance-
job com- thrqugh ex- ment of Others
mensurate | perience of worker
with abilities | diverse work [ motivation
(career
development)
40.7 35.0 16.4 9.1
42 .4 32.2 15.7 6.0
458 32.8 18.7 53

Source: Ministry of Health, Labour and Welfare, Employment Management Survey (2002).
Note: Percentages indicate the proportion of the total number of enterprises that employed transfers in the corresponding category of

worker.
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New Developments in Allocation and
Transfer of Human Resources

The approach to allocation and transfer of
human resources employed by Japanese compa-
nies offers two advantages: (1) human resources
in a company can be swiftly and flexibly reallo-
cated as movements are tailored to the circum-
stances of the individual employee and the busi-
ness environment faced by the company, rather
than being restricted by the need to fill particular
jobs; and (2) employees can be trained to cope
with a wide range of work due to the experience
that they acquire of work in a comparatively
large number of departments and at other com-
panies. On the downside, the extremely strong
authority and initiative exercised by companies
over allocations and transfers increases the pos-
sibility that employees’ employment and career
development needs may not be taken into ac-
count when they are assigned or moved to dif-
ferent departments, which may in turn generate
greater friction between the employee’s family
life and work. Transfers of male employees who
are household heads, for example, may require
that they live away from their families.

To combat this downside, more and more com-
panies in Japan are introducing mechanisms
such as “self-return” and “in-house recruitment”
schemes to take greater account of employees’
wishes. Self-return schemes are systems by
which employees report their personal circum-
stances and wishes so that this information can
be taken into account by the company in making
allocation, transfer, and career development de-
cisions. In-house recruitment schemes, on the
other hand, are systems for recruiting human
resources for the launch of new projects or opera-
tions internally and transferring selected em-
ployees who apply. In their practical application,
however, these measures tend to be hindered by
the wishes of employees’ own departments and

the difficulty of finding work to suit employees’
needs, and few companies have so far been en-
tirely successful in implementing them.

Features of Promotions

One form of allocation or transfer of employ-
ees is “promotion” through movement from work
of one grade to work of a higher grade according
to a company’s grading system. Japanese compa-
nies have a strong tendency to place more em-
phasis on finding human resources from within
the organization, and management positions are
more normally filled by in-house promotion than
by the hiring of people from outside the company.

While the majority of companies with estab-
lished promotion criteria emphasize assessments
of the performance and abilities of candidates for
promotion, it is not unusual for some to promote
personnel on the basis of seniority emphasizing
their length of employment by the company
(IT1-10). Promotion practices at Japanese compa-
nies are also considered to be characterized by
the promotion of most employees in the same co-
hort—i.e., employees who joined the company at
the same time as fresh graduates as regular em-
ployees—to a certain level of management, such
as section head class. This approach gives most
employees hope of promotion and serves to in-
crease motivation.

At the same time, however, promoting most
employees delays the narrowing down of the per-
sonnel capable of filling higher level management
positions, rendering it difficult to efficiently pick
out appropriate human resources from within the
company. Recognizing this, more Japanese com-
panies are now fast tracking the promotion of
personnel capable of filling more advanced man-
agement and executive positions by accelerating
the timing of their selection and focusing on the
training and career development of these selected

human resources.
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lI-10 Promotion Criteria at Japanese Companies (Multiple Answers)

(%)
Established p le responses allowed)
Category of worker and grade Employee
.-
Clerical
Promotion to subsection chief class 85.4 13.2 721 48.6 82.5 4.8 5.7 40.1 14.7
Promotion to section head class 84.1 15.9 68.2 47.0 85.0 7.2 7.0 41.3 15.8

Technical/research

Promotion to subsection chief class 84.7 13.7 71.0 48.8 82.1 5.8 5.6 38.4 13.3

Promotion to section head class 84.7 16.2 68.5 45.1 84.9 8.2 6.6 39.9 14.3
Manual

Promotion to subsection chief class 815 12.6 68.9 43.7 84.4 6.1 4.1 41.4 14.3

Promotion to section head class 82.2 14.5 67.7 43.6 87.3 8.2 5.2 43.0 14.8

Source: Ministry of Health, Labour and Welfare, Employment Management Survey (2002).
Note: Percentages indicate the proportion of the total number of companies with promotion criteria in each category of worker and grade.
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Resignation, Mandatory Retirement and Dismissals

Resignation

“Retirement” is a cause for the cancellation of
employment contract relations, and is a general
term applying whenever an employee leaves the
company where he or she is employed (disre-
garding dismissals). There are different types of
retirement: “general resignation” and “resigna-
tion for one’s own convenience” take place when
the employee unilaterally cancels the employ-
ment contract relationship; “resignation by

»

agreement”, “resignation by employee’s request”,
and “voluntary retirement” all occur through
consent between employee and employer; and
“retirement at the mandatory age” comes about
according to rules in the employment contract,
work rules in the company or collective agree-
ment.

Recent problems related to resignation that
have arisen are advised resignations and prefer-
ential treatment when soliciting employees for
early retirement with business restructuring.

Regarding the former, the wrongful urging of
retirement such as through persistent pressing
or violence is illegal, and business owners are
liable for damages. The actual situation is not
clear, but looking at the operational statistics of
the System for Resolution of Individual Labor
Disputes, approximately 22% of disputes that
develop at the workplace are over bullying and
harassment related to advised resignation or
something closely connected to advised resigna-
tion (Refer to Labor Disputes and Resolution
Systems, Chapter 4).

Regarding the latter, there have been lawsuits
in which employees have claimed the amount of
the difference arising from unfair treatment or
inequalities in the application of preferential fi-
nancial treatment according to the timing of re-
tirement. As preferential treatment has no basis
in legislation, it is basically up to companies to
decide what to apply to whom and when. Even
when matters such as whether or not such ar-

rangements are applied, the need for users’ con-
sent when they are applied, and unfair treat-
ment or inequalities in the application of prefer-
ential treatment give rise to litigation, employ-
ees’ claims for payment of any differences are
generally not recognized.

Mandatory Retirement

According to the summary findings of the
“2008 General Survey of Working Conditions”
published by the Ministry of Health, Labour and
Welfare on October 7, 2008, 94.4% of private en-
terprises with 30 or more regular employees have
mandatory retirement systems, of which 98.4%
have a uniform mandatory retirement age. Of
these, 85.2% set the mandatory retirement age at
60, and 10.9% set it at 65 or above.

Article 8 of the Act Concerning Stabilization
of Employment of Older Persons specifies that
employers may not establish a mandatory re-
tirement age of younger than 60. In addition, Ar-
ticle 9 requires that employers take steps to se-
cure employment for employees up to the age of
65. This measure was introduced under the re-
vised Act Concerning Stabilization of Employ-
ment of Older Persons of 2004 and provides for
three means of doing so: raising the mandatory
retirement age, introducing systems of continued
employment, and abolishing mandatory retire-
ment (for the background and details of the revi-
sions, see “Policies Designed to Secure Employ-
ment for Older and Disabled Workers”).

Looking at the state of introduction of meas-
ures to secure employment until age 65 under
the revised Act Concerning Stabilization of Em-
ployment of Older Persons, an average of 96.2%
of approximately 94,000 companies of all sizes,
and 95.6% of small and medium enterprises, had
introduced measures to secure employment be-
yond 60 and up to 65 as of June 1, 2008. Of these,
79.5% capped employment security at 65 or older
and 20.5% set an age limit of 63 or 64. A break-
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down of the types of measures introduced shows
that 2.1% have abolished mandatory retirement,
12.5% have raised the age of mandatory retire-
ment, and 85.4% have introduced continued em-
ployment systems (according to statistics on the
state of employment of older people as of June 1,
2008, published by the Ministry of Health, La-
bour and Welfare on October 7, 2008). Employ-
ment opportunities for older people are thus be-
ing secured increasingly widely in compliance
with legal requirements.

Meanwhile, there are influential opinions
stating that legally speaking, the mandatory re-
tirement system lacks rationality in terminating
an employment contract for reaching a certain
age, and goes against the principle of employ-
ment security. However, the common thinking is
that the mandatory retirement system has ra-
tionality in the long-term continuous employ-
ment system based on seniority, and even the
court does not judge the mandatory retirement
system as unlawful (violation of Article 90 of the
Civil Code on public order).

Dismissals
1. General

The Labor Standards Act only prohibits dis-
missal during leave due to occupational injury or
illness, leave taken by women due to pregnancy
and childbirth, and the 30 days following such
leave, and does not prohibit dismissal per se (Ar-
ticle 19). Discriminatory or retaliatory dismissal
on the grounds of gender or labor union activity,
however, is prohibited by law (principally by Ar-
ticle 3 and Article 104 (2) of the Labor Standards
Act, Article 6, (iv) and Article 9 of the Equal Em-
ployment Opportunity Act, Articles 10 and 16 of
the Child Care and Family Care Leave Act, and
Article 7 of the Labor Union Act).

Looking at dismissals in general (due to lack
of capacity, inability to perform labor) under cur-
rent legal condition, the restriction imposed by
the legal principle of abuse of dismissal rights,
has attained an especially important role. This
principle, which has been established by prece-
dents of the Japanese Supreme Court from about
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the mid-1970s onward, is a legal theory that will
examine and restrict the use of dismissal rights
when an employer unilaterally cancels a em-
ployment contract with an employee. The Su-
preme Court formulated the context of this prin-
ciple by stating that “the use of the right of dis-
missal by an employer shall become invalid, as
an abuse of rights, when lacking in objectively
rational pretext and thereby cannot be approved
as corresponding to any socially accepted idea”.
Further, the Court has presented specific requi-
sites and methods for interpretation of the prin-
ciple by expressing that “even when there is a
reason for general dismissal, the employer may
not always be able to dismiss the employee. If the
basis for dismissal in the specific situation con-
cerned is remarkably unreasonable, or when it
cannot be approved as corresponding to a socially
accepted idea, the concerned expression of inten-
tion to dismiss shall be invalid as an abuse of the
right of dismissal”.

These legal principles are established as un-
equivocal mandatory civil provisions in the re-
vised Labor Standards Act of 2003 (Article 18-2).
Underlying this was a recognition of two things:
that these legal principles should be clearly
stated because, despite having played an impor-
tant role in regulating dismissals in Japan, their
lack of statutory form made them unclear to the
public; and that employers should be prevented
from resorting to dismissals without careful con-
sideration during the recession at time that the
act was revised. This provision has now been
transferred to the Labor Contract Act enacted in
2007 (Article 16).

2. Collective Dismissals for Economic Reasons
Adjustment of employment in Japan is a-
chieved primarily through regulation of overtime
and similar measures designed to avoid causing
undue hardship to employees, and the elimina-
tion of regular employees has been avoided as
long as business conditions have not been exces-
sively severe. The basis for this situation is that
dismissals are, in actuality, difficult to carry out
because Japanese companies have come to view
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long-term continuous employment as important,
and the existence of the legal principle for “abuse
of dismissal rights” supports this.

The regulations for collective dismissal are
formulated originating from the legal principle of
abuse of dismissal rights, and will be considered
illegal or invalid unless it matches the legal prin-
ciple of collective dismissal constituted of the fol-
lowing four criterions.

1) That there was a necessity in personnel
cuts, 2) that every effort was made to avoid dis-
missals (e.g. restrictions on overtime, reassign-
ments, temporary transfers, freeze on new hires,
layoffs, voluntary retirement, and cuts in part-
time and other non-permanent positions), 3) that
there were reasonable criteria for selection of
dismissal candidates (e.g. number of late arrivals
and absences, history of violation of work rules,
and lowness of economic blow to employees such
as those with no dependents), and 4) that every
effort was made to talk the situation over with
employees or the labor union (to conduct ade-
quate explanation and hearing of opinions re-
garding the events leading up to the collective
dismissals, and the term and method of carrying
out such dismissals).

3. Disciplinary Dismissals

Employment regulations normally provide for
disciplinary action to punish employees such as
those who violate work orders. Disciplinary ac-
tions are the personal sanctions or punishments
that a company carries out against its own em-
ployee for the reason that the employee disturbed
the order of that company. These actions are,
from the most minor: warning, reprimand, offi-
cial reprimand, salary reduction, suspension,
counseled dismissal, and disciplinary dismissal.

Dismissals lend a great disadvantage to em-
ployees, especially in the case of a disciplinary
dismissal since the employee will be evaluated as

a person who has violated the order, and the em-
ployee will be at an extreme disadvantage when
finding new employment. However, if such a vio-
lator of the order is left in the company, it is pos-
sible that the productivity and daily business of
the other employees may be hindered.
Accordingly, an approach from precedent-
based principle is being taken where, while con-
sidering the disadvantage to the employee and
the benefits to the company, rigorous judgment of
the legal wvalidity of disciplinary dismissal is
conducted. In short, the following are necessary
in the event of a disciplinary dismissal: 1) the
reason for action, and the type and degree of ac-
tion corresponding to this reason, are specified in
the company rules, etc. (legal principle of nulla
poena sine lege, or no punishment without a law),
2) the same type and degree of action to be car-
ried out as in past cases (principle of equal
treatment), 3) the substance of the action is ap-
propriate when held up against the type and de-
gree of violation, and other circumstances (prin-
ciple of equivalence), and 4) the procedures of the
action are fair (appropriate procedures: examina-
tion by a disciplinary committee and an opportu-
nity to defend given to the person in question).
Since disciplinary dismissals, too, are a form
of dismissal, they were expressly provided for in
the revised Labor Standards Act and are pres-
ently governed by the legal principle of the abuse
of dismissal rights carried over to Article 16 of
the Labor Contract Act. As disciplinary dismiss-
als are at the same time a type of disciplinary
action, they are regulated by the principle of the
right to take disciplinary action also provided for
in the Labor Contract Act (in the disciplinary
provisions set forth in Article 16). The prescrip-
tions and interpretation of the principle of the
right of disciplinary action are the same as in the
case of the principle of case law described above.
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Career Development through In-house Training and Education

Changes in In-house Training and
Education

While Japan’s life-long employment practice
experiences is changed by forcing restructuring,
recruiting external human resources and other
reason, training and education are also subject to
changes due to the advocates on importance of
individual career development such as empha-
sized capacity development through the inde-
pendent responsibility of the worker and the in-
troduction of selective education, in addition to
long-term human resource development (overall
basic education) in the company based on the
assumption of long-term employment. Issues
such as the increase in number of non-regular
employees without access to in-house training
and education, the decrease in number of young
employed persons with the fall in the birthrate
and aging of society, and the increase in “NEETs”
(young people Not in Education, Employment or
Training) and “freeters” (ob hopping part-time
worker) also create a number of challenges for
corporate human resource development that will
have to be resolved.

OJT: Practical Training Predicated on
Long-term Employment

Workers HRD training is based on on-the-job
training (OJT) although there have been the
changes as seen above, predicated on the as-
sumption that employees will stay at one com-
pany throughout their careers, in-house devel-
opment of human resources at Japanese compa-
nies takes place over a long period. In-house
training-central to this development-consists
primarily of OJT which gives employees the op-
portunity to develop their skills through actual
business experience. OJT fulfills an important
role in training both blue- and white-collar
workers. In factories, for instance, OJT is used
not only to teach personnel about the production
process, but also to enable them to repair mal-

functioning machinery and perform maintenance
work. Clerical workers in accounting and other
departments learn through OJT how to manage
unreliability by, for example, analyzing diver-
gences between budgeted and actual results.

Two Types of OJT

Because OJT often overlaps with the execu-
tion of everyday work, it is difficult to gain an
understanding beyond surface appearances;
however, we can divide OJT into two types-for-
mal and informal. Formal OJT generally involves
assigning instructors and setting training sched-
ule to train employees, and setting post-training
evaluation standards. These points separate
formal OJT from informal OJT.

Long-term Informal OJT Builds
High-level Talent

The primary distinguishing features of HRD
in Japan are as follows.

(1) Informal OJT performs a considerably
greater role than formal OJT. On the other hand,
the latter is often given in limited occasions such
as to cover only a part of initial skill improve-
ment period of newly hired workers or to provide
by-level training to those who assume higher
rank position.

(2) A long-term informal OJT is indispensable
for employees to acquire high-level skills. Some
of the principle forms of informal OJT include
gradual progression of work experiences from
simple to more difficult tasks and a rotation sys-
tem where workers shift and serve in a variety of
positions. OJT gives workers the opportunity to
gain a wide range of experience, thus improving
their business skills.

(3) Long-term informal OJT is implemented in
large companies in a wide and organized manner.
While although there are only few small- and
medium-sized companies that tend to implement

in organized manner, they implement in a man-
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ner where senior workers gives guidance to jun-
ior workers.

(4) Off-JT (off-the-job training; those con-
ducted outside the workplace) is being imple-
mented in between the OJT. By systematically
acquiring the necessary knowledge and theory to
perform their work through off-JT, workers can
consolidate and give a theoretical underpinning
to the experience gained through OJT and in
turn enhance the benefits of such training.

OJT is Founded on Seniority-based
Promotion and Promotional
Management

This type of OJT functions effectively in Ja-
pan thanks to a promotion and pay raise man-
agement system that enables senior workers to
smoothly transfer skills on to subordinates. Sen-
ior workers are not reluctant to train their sub-
ordinates, since they are confident that the latter
will not be promoted or given raises ahead of
them; this, in turn, has reinforced teamwork at
the workplace.

This approach to HRD has proven to be a posi-
tive way for employees to refine their skills, and
is also an aspect of Japanese company culture
that makes Japanese companies so competitive.

Implementation of Formal OJT/off-JT
and Disparity in Opportunities to
Receive Education and Training

According to Japan’s most comprehensive sur-
vey of in-house education and training, MHLW’s
Basic Survey of Human Resource Development,
45.6% of establishments provided “formal OJT”
and 77.2% provided “off-JT” to regular employees
during FY2006. In contrast, the respective pro-
portions that gave training to non-regular em-
ployees were 18.3% and 40.9%. These figures in-
dicate the existence of a 2.5-fold gap in formal
OJT opportunities and a 1.9-fold gap in off-JT
opportunities for non-regular employees com-
pared with regular employees.

Given that non-regular employees account for
one third of total employees, the time has come to
consider the following from a long-term view-
point:

1) The creation of systems that allow non-
regular employees to develop their skills and ca-
reers

2) The creation of systems to incorporate their
skills development into corporate training and
education

Developing measures to assist the develop-
ment of such systems is thus now an urgent is-
sue.

llI-11  Trends of the Number of Regular Employees and Non-Regular Employees

10,000 persons
Ratio of non-regular

Total Regular Non-regular
L2l employees employees employees CHITIFEESILY eliz]
employees
2003 4,948 3,444 1,504 0.304
2004 4,975 3,410 1,564 0.314
2005 5,007 3,374 1,633 0.326
2006 5,088 3,411 1,677 0.330
2007 5,174 3,441 1,732 0.335

Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Labour Force Survey 2007.
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lI-12 Current Situation of Formal OJT Implementation
0 20 40 60 80 100 (%)

Total 18.3

45.6

[By industry]
Construction
Manufacturing
Electricity, gas, heat supply, and water
Information and communication
Transpor
Wholesale and retail trade
Finance and insurance
Real estate

Restaurants and hotels M regular employees

Healthcare and Welfare B non-regular employees
Education and learning support
Compound service

Service, not elsewhere classified

[By size of enterprise]

30-49
50-99 170 481
100-299 235 I
300-499 250 695
500-999 24.4 e
1000-4999 24.0 —
5000 and over 21.4 Ak

Source: Ministry of Health, Labour and Welfare, Basic Survey of Human Resources Development, 2007.
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I-13 Current Situation of Off-JT Implementation

Total
[By industry]

Construction

Manufacturing

Electricity, gas, heat supply, and water
Information and communication
Transport

Wholesale and retail trade

Finance and insurance

Real estate

Restaurants and hotels

Healthcare and Welfare
Education and learning support

Compound service

Service, not elsewhere classified

[By size of enterprise]

30-49

50-99
100-299
300-499
500-999

1000-4999
5000 and over

40 60 80 100 (%)
‘ 20.9 ‘ 72
79.3
308 75.0
29 1 85.1
394 88.9
500 70.5
41.4 i
500 95.2
371 i
555 78.2
B Regular employees
69 3 81.2
76.8 B Non-regular employees
50.9
45848 71.3
36.3 720
41.2 R
513 86.3
K 93.5
614 76.8
62,7 26.6
54.4 p7.4

Source: Ministry of Health, Labour and Welfare, Basic Survey of Human Resources Development, 2007.
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Strong “Seniority” Element

III-14 shows that the wage levels of manufac-
turing workers in several countries differ ac-
cording to employee tenure. In all the countries
shown, wage levels tend to increase with length
of tenure, but this trend is particularly pro-
nounced in the case of Japan. Looking at male
workers in Japan, the wages of workers who
have worked continuously for the same company
for at least 30 years is almost twice as high as
that of workers who have been employed 1-5
years, compared with around 1.2 to 1.4 times as
high in other countries.

There are several possible reasons for the
markedly stronger “seniority” element of wages
in Japan compared with other countries. One is
that Japanese companies tend not to determine
“job wages” based on the content of the job that

an employee performs. Instead, they much prefer
to pay employees according to the level of “abil-
ity” required to perform a variety of tasks in the
company. This “ability” is assumed to increase
the longer that an employee has worked at a
company, and accordingly wage levels increase
with length of service. A further reason, in addi-
tion to the view that wages are compensation for
the ability and labor services provided by an em-
ployee, is that there remains a deep-seated ac-
ceptance at Japanese companies that wages are
the main means by which employees secure their
livelihoods. If the intention of a company is to
pay a wage that will cover the typical cost of liv-
ing at a given age, then it will pay a higher wage
to longer-serving employees who, being older,
tend to have to spend more at home on children,
education, and so forth.

lll-14 Wage Differences in Manufacturing according to Employee Tenure (2002)

(1 — Syear tenure = 100)
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Sources: Japan — Ministry of Health, Labour and Welfare (June 2003), Basic Survey on Wage.
Other countries — EU (November 2005), Structure of Earnings Statistics 2002.

Moves to Overhaul Wage Systems

In recent years, however, some companies
have sought to overhaul their conventional wage
systems and develop new ways of determining

wages. The General Survey of Working Condi-
tions conducted in 2007 by the Ministry of Health,
Labour and Welfare shows that 46.3% of compa-
nies had modified their wage systems in some
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way over the preceding three years. The propor-
tion to have taken such action is greater among
larger companies, with 56.5% of companies with
1,000 or more employees having done so. Re-
garding the types of changes made, compara-
tively large proportions of companies of all sizes
had expanded the wage component linked to
performance/results, content of work (such as job
or occupational category), or job-performance
skills (IT1-15).

There has thus recently emerged a trend
among Japanese companies toward clarification
and reinforcement of the relationship between
outputs (performance and results) and wages

paid. This increasingly output-oriented emphasis
in pay determination has been particularly evi-
dent since the 1990s. A second development has
been the trend toward paying wages commensu-
rate with the content of work actually performed
by employees. As employees tend not to be as-
signed to a specific “job” at Japanese companies,
however, it is commoner for companies to adopt
ways of determining wages according to the ex-
tent of the “responsibilities” and “functions” per-
formed by employees through their work, rather
than based on the work itself. Arrangements of
this kind are known as responsibility or func-
tion-based wage systems.

llI-15 Percentages of Companies Making Changes to Wage Systems in Preceding Three Years
and Types of Change (%)

Percentage | Expansion of | Expansion of
of companies | portion of wage |portion of wage
to have made | linked to work | corresponding
changes content (job or to job-
occupational performance
category, etc. skills

Reduction of | Restriction
reirement | of base pay

benefits and | and relative
inclusion in | expansion of
base pay bonuses

Expansion of
portion of
wage linked
to perform-
ancelresults

Modification/ | Modification/
Introduction | introduction of | Introduction
of pay scale | ability-based | of annual
grade system |salary system|

Reduction of
allowances
and inclusion
in base pay

Discontinuation
of regular pay
increases

All companies 46.3 233 22.1 23.7 9.1 1.1 6.0 ) .

1000 and over 56.5 27.2 23.0 31.3 18.1 09 57 1.9 22.3 89 115
300-999 52.9 23.7 235 30.2 15.3 0.7 6.2 13.8 19.1 8.3 10.2
100-299 455 21.7 19.7 249 10.3 1.4 5.1 10.4 14.4 5.7 6.1
30-99 455 23.7 22.6 224 78 1.0 6.2 6.2 8.7 28 6.9

Source: Ministry of Health, Labour and Welfare, General Survey of Working Conditions 2007.

Issues Encountered in Revision of
Wage Systems

Moves to strengthen the link between wages
and work content and output are always de-
signed to correct the demerits of wages with a
seniority element. The aging of corporate work-
forces with the graying of society as a whole and
the decline of the birthrate, combined with the
destabilization of the business environment faced
due especially to the intensification of interna-
tional competition, has rendered it unfeasible for
Japanese companies to continue to maintain the
conventional seniority element of their wage sys-
tems. There are also concerns from the perspec-
tive of employers that the continued application
of wage systems based on seniority could lower
the motivation of younger employees and high
performers.

However, revising wage systems is not with-

out its pitfalls. If wages are to be linked to per-
formance and results, mechanisms for evaluating
performance are needed. According to the above
General Survey of Working Conditions, 45.6% of
companies have introduced performance evalua-
tion systems. 60% of these, however, regard these
as having led to the problem of employees being
dissatisfied with the results of their evaluations
or a lowering of incentive to work depending on
the results. Introducing function and responsibil-
ity-based wages to strengthen the linkage be-
tween work content and wages also has only a
limited corrective effect on conventional senior-
ity-based wage systems if the details of roles and
responsibilities are not clearly established. Japa-
nese companies will have to tackle issues such as
these as they design and administer their wage
systems in the future.
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Japan’s Working Hours Legislation-40
Hours

Japan’s working hours legislation is provided
in the Labor Standards Act, which has been in
effect since 1947. Because the shortening of
working hours became a big policy issue in the
latter half of the 1980s, the traditional 48-hour
workweek set by the law was gradually short-
ened since 1988. Now, aside from the 44-hour
weeks served by workers at commerce, motion
picture and theatre, health and hygiene, and
service and entertainment workplaces of fewer
than 9 employees, the workweek across all in-
dustries and business sizes has become 40 hours
long.

Annual Total of Hours Actually Worked

III-16 shows the annual total of hours actually
worked of regular workers and part-time workers.
The total for the two categories combined indi-
cates that hours have steadily declined since
1993. However, if one looks only at regular work-
ers, who work longer hours, it is apparent that
hours have fallen hardly at all over the 16-year
period. In other words, the shortening of overall
working hours during this period was an outcome
of the increase in part-time workers working
shorter working hours.

llI-16 Trends in Annual Total of Hours Actually Worked by Regular and
Part-Time Workers
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Annual Non-scheduled Hours Worked
II1-17 shows non-scheduled working hours
and changes in GDP, from which it can be seen
that non-scheduled working hours in Japan move
in tandem with, and slightly behind, movements

in the economy. This is due to the fact that over-
time work is leveraged by companies as the prin-
ciple means to make employment adjustments in
response to fluctuations in production demand.
In other words, enterprises increase the non-
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scheduled working hours of existing employees
rather than taking on new hires during upturns,
and conversely respond by cutting non-scheduled
working hours before taking other steps, such as
laying off workers, during downturns. Behind
this is the fact that the cost of overtime allow-
ances for existing employees is generally less
than labor costs related to hiring additional em-
ployees. Ordinary non-scheduled working hour
allowances increased 25%, but the hourly rate
upon which this calculation is based does not in-
clude various allowances such as employee bo-

nuses. This is consequently considerably lower
than the hourly rate obtained by dividing annual
income by annual working hours, and this ap-
pears to be a contributor to enterprises’ prefer-
ence for overtime. At present, an annual maxi-
mum of 360 overtime hours per worker is pre-
scribed by the Labor Standards Act; within this
range, upper limits are set for fixed periods, such
as 15 hours per week, 45 hours per month, and
120 hours per 3-month period, though no penalty
is imposed for violating these standards.

I-17 Trends in Annual Non-Scheduled Working Hours of Regular Workers and
Percentage Change in Real GDP from Previous Year
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Notes: 1. Annual non-scheduled working hours equal the difference between the annual total of hours actually worked and annual
scheduled working hours of regular employees at establishments with at least 5 workers in all industries surveyed.
2. Real GDP (calendar year) is calculated according to the chained price method employed since 1994. Figures prior to 1995

were unavailable.

Annual Paid Leave

II1-18 examines the number of days of annual
paid leave given and taken, and, with those fig-
ures as denominator and numerator, the per-
centage of holidays taken. According to the Labor
Standards Act, 10 days leave shall be granted to
those workers with an 80% or greater attendance
rate and at least 6 months of continuous service
with a business, and 20 days shall be given upon
reaching 6 years and 6 months of service. But

unfortunately the average number of holidays
taken throughout Japan in 2008 was 8.2. So, in
actuality, many of paid leave days are not con-
sumed.

There is a variety of factors behind this such
as that company personnel management do not
presume that all the holidays will be used, and
that workers are often too busy with work to use
holidays.
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llI-18 Days of Annual Leave Given and Taken and Percentage Consumed
) Percentage con-

Days given ! Days taken .

3)
(days) (days) su(n:/i;j
All sizes 17.6 8.2 46.7
1,000 employees or more 18.8 10.0 53.1
300-999 employees 17.7 8.0 45.0
100-299 employees 17.0 7.3 42.8
30-99 employees 16.4 7.0 42 .4
Mining 18.5 11.5 62.0
Construction 17.5 6.2 35.3
Manufacturing 18.3 9.9 54.0
Electricity, gas, heat supply, and water 19.6 14.9 76.3
Information and telecommunications 18.3 10.0 54.8
Transport 16.9 84 49.6
Wholesale and retail trade 17.2 6.0 34.6
Finance and insurance 19.0 8.0 42.0
Real estate 16.4 7.0 42.7
Restaurants and hotels 15.9 4.7 29.8
Healthcare, welfare 14.9 6.4 427
Education and learning services 17.1 7.5 44.0
Services 16.4 7.9 48.3
2004 18.0 8.5 47 .4
2005 18.0 8.4 46.6
2006 17.9 8.4 47 1
2007 17.7 8.3 46.6
2008* 17.8 8.5 47.7

Source: Ministry of Health, Labour and Welfare, General Survey of Working Conditions.
Notes: 1. "Days given" does not include days carried over.
2. "Days taken" is the number of days actually taken during 2007 (or fiscal 2006).
3. The percentage consumed is calculated as follows: total number of days taken / total number of days given x 100 (%)
4. The scope of the survey was expanded from "private enterprises whose main office has 30 or more regular employees" up
to 2007 to "private enterprises that have 30 or more regular employees" from 2008.
5. 2008 shows the figures for "private enterprises whose main office has 30 or more regular employees," and should be re-
ferred to for the purpose of making comparisons over time.

Flexible Working Hours System

A variable scheduling system is also pre-
scribed for in the Labor Standard Act.

All within this system are: a system of month-
ly variation, a system of annual variation, flexi-
time, and a free-style system of weekly variation.
In the monthly and annual variation systems,
the weekly scheduled working hours will be in-
creased to over 40 hours for, respectively, a speci-
fied week(s) or specified month(s); all other
weeks/months will be shorter. Therefore, this sys-

tem can be applied to situations such as a manu-
facturing industry for which the exceptionally
busy periods vary with season, and the corre-
sponding clerical fields. For the annual variation
system, it has been possible since April 1999 to
plan scheduled working hours flexibly for a pe-
riod greater than one month, but maximums
have been set at 10 hours per day and 52 hours
per week. Flexitime is a system allowing workers
self-management over their comings and goings

to and from the workplace during a one-month
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settlement period. The free-style system of week-
ly variation was designed for types of businesses
such as retail shops, restaurants, and dJapa-
nese-style inns, where business may slow down
greatly on certain days of the week. This system
provides for advance changes (made by the end of
the previous week) in the scheduled working
hours for a particular day or days, keeping the
weekly scheduled hours at a fixed constant. Fur-
thermore, the Labor Standard Act also stipulates
a de-facto working hours system. Firstly, in the
case of pit work, the total time spent from the
time the worker enters the underground work-
place until he or she leaves it will, including the
recess time, be considered as part of the working
time. Secondly, it deals with a system for work
which is “conducted outside of the official work-
place without specific command or supervision
provided and for which it is difficult to calculate
the amount of time spent”, and is targeted at
work such as sales and reporting/information
gathering. Thirdly it deals with what is so-called
discretionary scheduling system. This consists of
two parts: the “discretionary scheduling system
for specialized work” that is aimed at specialized
work such as research and development, com-
puter programming, mass communication-re-
lated work such as editing, broadcast and film
directing, as well as designing, and the “discre-
tionary scheduling system for planning work”
that is aimed at white-collar work involving such
areas as planning and project development.

Karoshi (Death from Overwork)

The Japanese phenomenon of “karoshi” is
known the world over. This can be translated
broadly as death that occurs as a result of exces-
sive work (involving such things as extremely
long working hours or unnaturally high stress
levels). However it must be noted that it is ex-

tremely difficult to have such cases handled by
the legal system if a causal association with the
work is not proved. In a more limited sense,
death as a result of cerebrovascular disease or
ischemic heart diseases (such as brain infarctions,
subarachnoid hemorrhage, cardiac infarction,
cardiac angina etc.) that have been a result of
work overload can be termed as “karoshi” or
“death from overwork”, and death that is trig-
gered as a result of mental disability that is
caused by work overload or unnatural levels of
stress can be said to be “suicide through over-
work”

There is no doubting the fact that the princi-
ple factor behind the “death from overwork” oc-
currence is exceptionally long working hours.
Due to this, the issue of whether a death quali-
fies for workmen’s compensation is considered
taking into account whether the work that the
intended recipient was involved in between the
stage just prior to occurrence of the symptoms
until the day before the death was excessive or
not, and to next reflect on the conditions up until
a week before the incident. In addition to this,
from 2001 onwards it has also begun to be taken
into account whether the worker was involved in
more than 45 hours of overtime work between
one to six months prior to the occurrence, or
similarly involved in more than 100 hours of
non-scheduled work in the first month, or more
than 80 hours per month in the period between
the second to sixth month prior to the occurrence.

The number of cases for both the application
and certification of “death from overwork” and
“suicide through overwork” have been on the rise:
in 2004, 142 cases from the total number of 318
applications for “death from overwork” and 81 of
the total of 164 cases (including attempted
deaths) for “suicide through overwork” were cer-
tified as genuine cases.
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Long-terms Trends in Company Welfare
Costs

According to a survey by Nippon Keidanren,
the cost of compulsory and non-compulsory com-
pany welfare combined in 2007 accounted for
17.7% of the total value of cash earnings (III-19).
This is slightly higher than in the early 1990s,

Total value of
cash earnings

Survey Fiscal (yen) L]
year
35th 90 482,592 74,482
36th 91 492,587 77,091
37th 92 501,188 79,130
38th 93 500,983 79,543
39th 94 513,412 82,169
40th 95 525,651 88,174
41st 96 542,368 90,989
42nd 97 541,209 91,828
43rd 98 546,116 91,575
44th 99 548,191 92,188
45th 2000 550,802 93,203
46th 01 562,098 95,883
47th 02 558,494 96,755
48th 03 565,935 100,811
49th 04 578,054 102,372
50th 05 583,386 103,722
51st 06 587,658 104,787
52nd 07 586,008 103,934

19 Trends in Monthly Benefit Costs and Retirement Benefits per Employee
Benefit costs (¥)

Compulsory

when the proportion was 15-16%.

Compulsory benefit costs are made up of the
cost of social insurance contributions and other
such expenses that are borne by the employer.
Differences are accordingly observed between
enterprises in the cost of non-compulsory benefits
that they provide voluntarily.

Proportion of
benefit costs to

Non- Retire_ment total value of
benefits (¥) ,
compulsory cash earnings
(%)
48,600 25,822 36,466 15.4
49,865 27,226 42,786 15.7
50,782 28,348 36,866 15.8
50,998 28,545 38,171 15.9
53,291 28,878 42,908 16.0
58,679 29,495 45,341 16.8
61,233 29,756 48,288 16.8
62,896 28,932 56,745 17.0
63,162 28,413 63,341 16.8
63,763 28,425 72,775 16.8
65,423 27,780 69,256 16.9
68,482 27,401 80,495 171
68,552 28,203 87,283 17.3
72,853 27,958 92,037 17.8
74,106 28,266 80,499 17.7
75,436 28,286 81,685 17.8
76,437 28,350 76,605 17.8
75,936 27,998 71,551 17.7

Source: Nippon Keidanren, Results of the FY2007 Survey of Company Benefit Costs.

Breakdown of Benefit Costs

IIT1-20 shows a breakdown of benefit costs in
FY2007. The bulk of compulsory benefit costs
consists of the portion of employees’ pension in-
surance, health insurance, and long-term care
insurance borne by the employer, which accounts
for approximately 89% of compulsory benefit
costs, 65% of total benefit costs, and 11% of the

total value of cash earnings. A breakdown of non-
compulsory benefit costs reveals a relatively high
proportion to be accounted for by housing-related
expenses, which account for approximately 48%
of non-compulsory benefit costs and 13% of total
benefit costs. Also notable is that expenditures
are declining year on year in almost all catego-
ries, including housing (-0.2%), health and medi-
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cal care (-10.7%), living assistance (-0.1%), con-
gratulations and condolences (-12.4%), culture,
sport, and recreation (-0.8%), mutual aid associa-
tions (-2.0), and benefit agency services (-6.1%).
The declines in congratulation and condolence
expenses and health and medical care expenses
are particularly marked.

Non-compulsory benefit costs account for ap-

llI-20 Breakdown of Welfare Expenses in FY2007 (All-industry Monthly Average per Employee)

Category

proximately 27% of total benefit costs, but only
0.48% of the total value of cash earnings. A major
characteristic of Japanese enterprises is their
proportionately high spending on retirement ben-
efits, which, as the table shows, account for ap-
proximately 12% of the total value of cash earn-

ings.

Change from

Amount (¥) previous fiscal

year (%)

Total value of cash earnings 586,008 -0.3
Benefit costs 103,934 -0.8
Compulsory 75,936 -0.7
Health and long-term care insurance 26,090 0.2
Employees' pension insurance 41,227 14
Employment and workers' accident insurance 7,902 -14.2
Child allowance contributions 710 40.3
Other 7 -79.4
Non-compulsory 27,998 -1.2
(Main category) (Sub-category)
Housing related 13,473 -0.2
Housing 12,717 -0.2
Home ownership support 756 0.5
Health and medical care 2,942 -10.7
Operation of medical and health care facilities 2,184 -12.6
Healthcare support 758 -4.8
Living assistance 6,294 0.1
Meals 2,303 -3.8
Purchases and shopping 289 94
Clothing 494 12.0
Insurance 957 341
Nursing care 32 -36.0
Childcare 100 1.1
Family support 383 13.0
Asset accumulation 1,113 1.7
Commuter buses and parking 489 0.8
Other 134 8.9
Congratulations and condolences 809 -124
Allowance for congratulations and condolences 753 -12.6
Fringe benefits in excess of legal minimum 56 -8.2
Culture, sport, and recreation 2,223 0.8
Facilities and operation 1,174 29
Subsidization of activities 1,049 1.8
Mutual aid money 287 -2.0
Benefit agency services 355 6.1
Other 1,616 13.2
Commuting allowance and commutation costs 9,867 0.4
Retirement benefits 71,551 -6.6
Lump-sum retirement allowance 30,676 5.1
Retirement annuity 40,875 1.7

Source: Nippon Keidanren, Results of the FY2007 Survey of Company Benefit Costs.

Retirement Benefits System

In Japan, the monetary allowance in the
event of retirement can be divided into the two
categories of lump sum retirement allowances

and retirement pensions. A look at TI1-21 shows
that enterprises that paid retirement benefits
accounted for 83.9% of the total in 2008. Among
these, only lump sum retirement allowances and
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only retirement pensions constitute 55.3% and
12.8% respectively, while the figure for cases
where these categories are combined is 31.9%.
However, it should be noted that the incidence of
only lump sum retirement allowances being pro-
vided is inversely proportional to the size of the
company in question, whereas the incidence of
lump sum and annuity is being provided in-
creases in direct proportion to the size of the
company.

It is generally seen that both retirement bene-
fits and retirement pensions are paid in propor-
tion to the number of years of continuous service
at a specific business. However there is a de-
marcation done on the basis of the reason for
leaving the company. The ratio of payment is low
for those workers who have left on their own con-
venience while the ratio is raised for long-term
workers who have retired at the mandatory age
after long-term employment and for those who
had to resign at a company’s request as those
seen in recession etc. It is for this reason that the
retirement benefits and retirement pension have
become a factor that promotes the long-term
work tenures of workers in Japan. In addition to
this, in the past it was largely the case that the
amount for the lump sum retirement allowance
was large, and the worker received a consider-
able amount of money at the time of mandatory
retirement. However in the course of the last few
years the proportion of the retirement pension
has been on the rise. A number of reasons lie at
the background of this development, such as the
fact that the amounts for lump sum retirement
allowances has been increasing for companies

together with the ageing of the workforce,
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thereby causing heavy burdens of cost, and also
that companies become eligible to receive certain
benefits through tax laws by converting retire-
ment benefits to retirement pensions.

Company Welfare in recent years

Lately, changes in company welfare have
rested on matters like the increase in companies’
cost burden for public welfare and the diversifi-
cation of employee needs as well as the develop-
ment of the social security system. Some new
mechanisms are currently being introduced: 1) a
retirement benefit pre-payment system will add
the former welfare portion of labor costs to wages
paid to individual workers; 2) a point system in
retirement benefits can be combined with a
merit-based wage system; and 3) a stock option
system 1s being popularized, allowing workers
the choice of purchasing stock in their companies
at a price fixed in advance.

In addition, to mitigate the welfare cost bur-
den and to satisfy the diversifying needs of em-
ployees, arrangements are being made for a va-
riety of welfare choices, and a cafeteria-style plan
that will allow employees to use features accord-
ing to their needs is being gradually dissemi-
nated.

Furthermore, a “Family-Friendly Company”
award has been created. This is to commend
businesses with personnel management systems
giving consideration to the household conditions
of workers through such efforts as the creation of
a vacation/leave system for child care and family
care, and the establishment of a daycare center.
The Ministry of Health, Labour and Welfare be-
gan honoring such enterprises in 1999.
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lll-21 Percentages of Enterprises with Retirement Benefit (Lump Sum/Annuity)

Schemes and Breakdown by Type
(%)

(Re-grouped)

Enterprises with With retirement benefits

no retirement

Enterprises with

retirement benefit

i ize i i Lump-sum Annuit
Enterprise size, industry, and year enterprises | (lump sum/ar:)nuity) Lump Annuity Sllj‘;";zd :3232;23?},;; schen‘:e (inc. | scheme ()ilnc.
scheme sumonly | only annuity SefiEms enterprises | enterprises
with both) with both)
All sizes 100.0 83.9 (100.0) (55.3) (12.8) (31.9) 16.1 (87.2) (44.7)
1,000 employees or more 100.0 95.2 (100.0) (19.3) (24.0) (56.7) 4.8 (76.0) (80.7)
300-999 employees 100.0 92.2 (100.0) (30.7) (23.7) (45.6) 7.8 (76.3) (69.3)
100-299 employees 100.0 88.0 (100.0) (41.1) 17.7) (41.2) 12.0 (82.3) (58.9)
30-99 employees 100.0 81.7 (100.0) (63.0) (9.9) (27.1) 18.3 (90.1) (37.0)
Mining 100.0 96.4 (100.0) (64.5) (15.3) (20.2) 3.6 (84.7) (35.5)
Construction 100.0 91.9 (100.0) (50.6) (10.1) (39.2) 8.1 (89.9) (49.4)
Manufacturing 100.0 88.8 (100.0) (51.7) (13.9) (34.4) 11.2 (86.1) (48.3)
Electricity, gas, heat supply and water 100.0 100.0 (100.0) (32.9) (13.6) (53.6) - (86.4) (67.1)
Information and communication 100.0 89.3 (100.0) (42.4) (17.8) (39.8) 10.7 (82.2) (57.6)
Transport 100.0 78.1 (100.0) (59.8) (13.7) (26.5) 21.9 (86.3) (40.2)
Wholesale and retail trade 100.0 87.3 (100.0) (55.2) (12.6) (32.3) 12.7 (87.4) (44.8)
Finance, insurance 100.0 95.6 (100.0) (28.7) (27.8) (43.5) 4.4 (72.2) (71.3)
Real estate 100.0 79.4 (100.0) (69.6) (9.9) (20.5) 20.6 (90.1) (30.4)

Eating and drinking place,

S ccomodations 100.0 69.9  (100.0) (71.3) (8.6) (20.1) 30.1 (91.4) (28.7)
Healthcare, welfare 100.0 62.3  (100.0) (82.2) (3.4) (14.3) 37.7 (96.6) (17.8)
Education, learning assistance 100.0 79.9  (100.0) (67.7)  (158)  (16.7) 20.1 (84.4) (32.3)
Services(Not otherwise classified) 100.0 725  (100.0) (61.1)  (11.2)  (27.6) 27.5 (88.8) (38.9)
1989 100.0 88.9  (100.0) (49.3)  (11.3)  (39.3) 11.1 (88.7) (50.7)

1993 100.0 920  (100.0) (47.0)  (18.6)  (345) 8.0 (81.4) (53.0)

1997 100.0 88.9  (100.0) (47.5)  (20.3)  (32.2) 11.1 (79.7) (52.5)

2003 100.0 86.7  (100.0) (46.5)  (19.6)  (33.9) 133 (80.4) (53.5)

2008° 100.0 853  (100.0) (53.1)  (13.2)  (33.7) 14.7 (86.8) (46.9)

Source: Ministry of Health, Labour and Welfare, General Survey of Working Conditions (2008).
Notes: 1. Figures in parentheses indicate the proportion as a percentage of enterprises with retirement benefit (lump sum/annuity)
schemes.
2. Survey dates are as of December 31 up to 1999 and January 1 from 2001, and are shown as the survey years.
3. The scope of the survey was expanded from "private enterprises whose main office has 30 or more regular employees" up
to 2007 to "private enterprises that have 30 or more regular employees" from 2008.
2008 shows the figures for "private enterprises whose main office has 30 or more regular employees," and should be re-
ferred to for the purpose of making comparisons over time.
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Labor-Management
Relations

Labor-Management Relations in Japan

In-House Labor-Management
Relations Play a Key Role

In Japan, there persisted an employment
practice where dismissal of regular employ-
ees was kept to a minimum, and these em-
ployees were nurtured and utilized in the
internal labor market over a long term. The
various systems of employment relations
have developed to adjust to this internal la-
bor market. This phenomenon had been re-
flected in the characteristic of individual la-
bor-management relations, in particular at
large corporations, with (1) periodic recruit-
ment of new graduates with the assumption
of job security until retirement, (2) educa-
tion and training through flexible reassign-
ment of regular employees and on-the-job-
training (OJT), and (3) personnel manage-
ment by seniority for remuneration and pro-
motion in accordance with accumulation of
work performance.

The labor-management relations between
employee groups and companies have also
developed into enterprise labor-management
relations, whereby in tandem with the long-
term employment practice, enterprise un-
ions of mainly large corporations allow their
regular employees to be an union member.
Typically, one enterprise union is organized
per company and the union officials are also
employees. Since the managers and execu-
tives that represent the employers had once
been ordinary employers as well before be-
ing promoted to their position, they share
common interests with the union members.

In corporations where labor unions exist,

collective bargaining takes place between
the labor union and corporation, and work-
ing conditions such as annual wage 1in-
creases, lump-sum benefits, working hours,
welfare issues and others are determined. At
corporations, in addition to collective bar-
gaining, labor-management consultation sys-
tems exist in diverse formats at voluntary
bases. This system is widely seen also at
corporations which are not unionized and
the system is used to discuss such issues as
management policy and the formulation of
production plans, among others. This la-
bor-management consultation system is said
to contribute to the establishment of stable
labor-management relations.

Labor-Management Relations at
Industry and National Levels
Nevertheless, there is a limit to the bar-
gaining powers of Japanese enterprise unions,
in contrast to the labor unions which are or-
ganized cross-corporate organizations as seen
in Europe. It could be said that the Shunto
(spring labor offensive) developed as a means
of supplementing the limitations of enter-
prise unions. Under Shunto system industrial
organization unions of the labor unions or-
ganize a wunified, cross-corporate struggle,
and national centers perform such tasks as
strategic coordination between industrial
trade unions and arousal of public senti-
ments. The Shunto system has resulted in
the creation of a social ripple-effect system
whereby a pattern-setting labor-management
grouping determines the wage increase rate,
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which is in turn used as a reference by other
labor-management groups in their negotia-
tions.

Rengo (Japanese Trade Union Confedera-
tion), which is the national center, and man-
agement organizations such as Nippon Kei-
danren (Japan Business Federation) have
established a venue for regular discussions,
and for issues on which they share the same
opinion, a joint policy proposal is duly sub-
mitted to the central government.

A second point of importance is the role in
governmental councils on the formation of
labor and social policy. Representatives of
labor organizations and management organ-
izations and management organizations par-
ticipate in these councils and endeavor to
ensure that in the process of consensus
building on policy, the position of workers
and employers is duly reflected.

Shortcoming of the Conventional
Modality

The long-term employment practice is
faltering due to changes in the labor market
structure such as decreasing birth rate and
rapidly aging society as well as long-term
economic stagnation since the 1990s, and
revision of the seniority-based wage system
1s being advanced.

A rapid increase in atypical workers such
as part-time workers has imposed tremen-
dous influence on the modality of collective
labor-management relations. The unioniza-
tion rate fell below 20% in 2003, and sank
further to 18.1% in 2008. The unionization
rate of part-time workers amounts to only
4.7% (see IV-1). Labor unions comprising
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mainly regular employees have fallen abso-
lutely behind the organization of atypical
workers. In addition, looking at the situa-
tion by scale of corporation reveals stark dif-
ferences in organization of labor unions. In
other words, in 2008, the unionization rate
among corporations with more than 1,000
employees was 45.3%, but among corpora-
tions with between 100 and 999 employees
this figure was 13.9%, and for corporations
with less than 99 employees, the figure was
1.1%. This demonstrates that labor unions
in small, medium and micro enterprises
have diminished even further in presence.

Shortcomings can also be seen in the
Shunto method. With international intensi-
fying competition, management have taken
such measures as flexible personnel man-
agement reflecting corporate results as a
modality for wage increases, rationalization
of wage standards that enable the mainte-
nance of international competitiveness, es-
tablishment of a wage system that recog-
nizes abilities, results and contributions,
and as well as the multi-streaming of wage
management. It is becoming clear that cross-
industry wage increases are increasingly
difficult in such an environment.

In contrast to the period when wage hikes
could be guaranteed thanks to high-speed
growth, international corporate competition
has intensified, and in the increasingly se-
vere corporate management environment we
have entered a period in which labor condi-
tions could be lowered. Japan’s labor unions
is tested whether they can regain their
power and influence and demonstrate their
presence in the labor market.
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IV-1  Changes in the Number of Union Members and the Estimated Unionization Rate for Part-time Workers

(Unit Labor Union)
Number of labor union members among part-time Ratio to all Number of :
workers union shorktime .Es.t|mgted
Ye.ar.on_year .Year_on-yea.r members workers unionization rate
difference difference ratio

(in 10,000) (in 10,000) (%) (%) (in 10,000) (%)
2001 28.0 2.0 7.8 25 1,042 27
2002 29.2 13 45 2.7 1,097 27
2003 33.1 3.8 13.1 32 1,098 3.0
2004 36.3 31 9.5 3.6 1,107 3.3
2005 38.9 26 7.3 39 1,172 33
2006 51.5 12.6 324 52 1,187 43
2007 58.8 7.3 14.2 59 1,218 438
2008 61.6 28 47 6.2 1,232 5.0

Source:  Ministry of Health, Labour and Welfare, Survey of Labour Unions, 2008
Notes: 1) “Part-time workers” are those who work fewer hours than regular workers at the same business operation, or work regular working hours with
a shorter workweek, and referred to as “part-time workers” at the workplace.
2) The number of short-time workers is the number of those who are classified as “employed” in the Labour Force Survey with less than 35
working hours per week.
3) Estimated unionization rate is calculated by the following formula: Number of union members among part-time workers + Number of
short-ime workers.
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State of Unionization and Labor Union Structure

Unionization Rate of 18.7%

According to the “Survey of Labor Unions”
issued by the Ministry of Health, Labour and
Welfare, as of June 30, 2005, there were 61,178
unit labor unions in Japan. The estimated un-
lonization rate i1s 18.7%, with about 10.138
million out of a total of around 54.16 million
employed workers belonging to unions.

The organizational structure of Japanis la-
bor unions is overwhelmingly dominated by
enterprise unions. Craft unions and industry
trade unions also exist-though in small num-
bers-but in Japan where long- term employ-
ment is common, over 90 percent of unions are

enterprise unions.

Unionization Rate has Shown a
Steady Decline Since its Peak in
1949

Since its peak in 1949, the estimated union-

ization rate has continuously declined be-

cause the growth in the number of union
members has not kept up with the growth in
numbers of employees. In addition, the num-
ber of union members in 2004 peaked at
around 12.62 million, before going into steady
decline (see IV-2).

Broken down by industry, unionization rates
are high in electricity, gas, heat, and water
supply (59.3%), compound services (57.6%),
government service (44.7%), and finance and
insurance (44.5%). In contrast, rates are low in
industries such as agriculture, forestry, and
fisheries (2.6%), real estate and rental and
leasing of goods (2.8%), accommodations and
eating and drinking places (3.8%), services
(miscellaneous) (4.6%), and living-related/per-
sonal services and amusement (6.2%). The in-
dustry with the largest number of union mem-
bers is the manufacturing industry (25.6%) (see
IV-4).

IV-2 Changes in the Number of Employees and Union Members, and the Estimated Unionization Rate
(Unit Labor Union)
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(10,000 persons) ~ (scale on right axis)

6,000 [
Number of
{ employees
Number of
5,000 f wers il
4,000 F AT T

3,000

2,000

(%)
{40

- B 435
130

425

1,000 f

Number of employees / Number of union members

420

415

Estimated unionization rate

110

4 5

0

1975 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 2000 01 02 03 04 05 06 07 08

(Year)

Labor Situation in Japan and Analysis: General Overview 2009/2010 91



Chapter IV Labor-Management Relations

IV-3 Unionization Rate by Size of Enterprise

. . The number of union The number of
Size of enterprise
members employees

(10,000 persons, %)
Estimated unionization

rate

Total 825.7 5,015 16.5
More than 1,000 workers 487.7 1,077 45.3
300-999 workers 123.9

1 13.
100-299 workers 69.3 ;390 3.9
30-99 workers 23.8

2,511 11
Fewer than 29 workers 3.5
Others 117.4 - -

Source: Ministry of Health, Labour and Welfare, Survey of Labour Unions, 2008

Notes: 1) The total number of unit unions

2) “Others” includes members of unions that embrace more than one industry (excluding group enterprises) and unions whose

size is not known.

3) “Number of employees” represents workers employed by private enterprises, excluding agriculture and forestry.

IV-4 Unionization by Industry (Unit Labor Union)

Industry

Number of union members

(1,000 persons)

Number of
employees

Estimated
unionization rate

(%)

(1,000 persons)

(%)

All industries 9,988,736 [2,849,209] 100.0 5416 -

Agriculture, forestry, and fisheries 15,196 [1,383] 0.2 59 2.6
Mining 6,243 [784] 0.1 8 20.8
Construction 938,579 [61,087] 9.4 444 211
Manufacturing 2,759,474 [436,820] 27.6 1,076 25.6
Electricity, gas, heat supply and water 189,646 [24,657] 1.9 32 59.3
Information and communications 381,662 [65,263] 3.8 181 211
Transport 856,381 [68,094] 8.6 319 26.8
Wholesale and retail trade 1,074,053 [493,860] 10.8 955 11.2
Finance and insurance 721,665 [350,425] 7.2 162 445
Real estate 27,665 [6,823] 0.3 100 2.8
Scientific research_, professional 146,840 [25,790] 15 144 10.2
and technical services

Eating and drinking place, accomodations 112,971 [49,429] 1.1 300 3.8
Living-related and pe_rsonal services 115,401 [57,110] 12 186 6.2
and amusement services

Education and learning support 597,721 [316,310] 6.0 261 22.9
Medical health care and welfare 452,946 [350,631] 45 564 8.0
Combined services 293,529 [68,321] 2.9 51 57.6
Services 207,279 [36,522] 2.1 447 4.6
Public service 1,033,599 [417,728] 10.3 231 44.7
Other industries 57,986 [18,172] 0.6 - -

Source: Ministry of Health, Labour and Welfare, Survey of Labour Unions, 2008
Notes: 1) The total number of unit labor unions
2) The “other industries” category covers members of unions that embrace more than one industry (excluding group enter-
prises) or whose industrial classification is unclear
3) Figures in brackets represent female union members
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Primary Reasons for the Falling
Unionization Rate are the Growth of
the Service Sector and Increases in
Part-time Workers

There are two factors behind the falling
unionization rate. Firstly, the burgeoning of
development in the service economy has in-
creased the proportion of the commerce and
service among overall industries, in which
the unionization rate have historically been
low. Secondly, the diversification of employ-
ment has resulted in increasing numbers of
part-time workers who are difficult to or-
ganize. Another factor is attrition of num-
bers due to retirement of people who used to
be union members and who are not being
replaced by new members.

Labor Union Structure

Japanese labor unions basically have a
“triplicate structure”. That is, (1) enterprise
labor unions organized at each business, (2)
industrial trade unions organized as loose
federations of enterprise union members
gathered by industry, and (3) national cen-
ters (a typical example being the Japanese
Trade Union Confederation) made up of the
industry trade unions gathered at the na-
tional level.

Enterprise Labor Unions: Asserting
Labor’s Basic Rights

Enterprise labor wunions are dJapan’s
dominant form of labor organization because
each enterprise union exercises labor’s three
primary rights: the rights to organize, bar-
gain collectively, and strike. Each enterprise
union has most of the staff, funding, and
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other materials necessary to exercise labor’s
three primary rights. Labor unions play the
role of maintaining and improving workers’
quality of life and working conditions. In
order to do so, they engage in three primary
activities: activities with management, ac-
tivities within the unions, and activities
outside the organization. First of all, as in-
dividual unions, enterprise unions maintain
and improve working conditions as in figure
IV-5 and participate in management through
collective bargaining and consultation with
the management. Next, as for activities
within the unions, enterprise unions not
only deal with organizational operations but
also provide their members with services
through various kinds of mutual aid activi-
ties.

Finally, when it comes to activities out-
side the organization, enterprise unions in-
dividually seek to provide benefits to their
members by using their influence for various
policies on the regional, industrial, and na-
tional levels concerning employment and
working conditions as well as quality of life
of their members. In addition, recently, more
and more labor unions are getting involved
with community and volunteer activities in
order to improve their public relations.

Incidentally, the enterprise unions are
only intended for regular staff employed at
the concerned companies, and non-regular
staffs are generally not included. The enter-
prise union is a mixed union organized as a
single trade union for all regular staffs,
without distinction between white-collar and
blue-collar.
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IV-5 Ratio of Labor Unions by Items regarding Subject between Labor and Management, Whether or
Not Negotiation Was Held and Session through Which Negotiation Was Held
(in the Past 3 Years)
Total Labor Unions=100, Multiple Answers

Items related to wage 78.3
Wage system 62.9
Revision of wages amount (basic wages, allowances, bonus 75.2
and lump sum payment) |
Wage of each union member 28.4
Retirement allowances (including retirement pension) 46.6
Others on wages 48.3
ltems related to working hours 76.3
Scheduled work hours 489
Unscheduled work hours and days off 61.3
Holidays and vacations (including five-day work week and 582
consecutive leaves) :
Others on work hours 52.8
Items related to employment and personnel affairs 81.2
Staff plan and hiring plan 50.0
Transfer and secondment 421
Evaluation system (including conventional practice) 435
Recruitment of volunteer retirement standard of dismissal 16.0
Retirement system 40.7
Employment expansion or re-hiring system 54.9
Advancement, promotion or discipline of each union member 33.0
Measures on job security under deteriorating management 285
environment '
Others on employment and personnel management 411
Health and safety 75.3
Working environment 73.2
Health management 65.6
Iltems related to management policy 51.2
Restructure of company organization and reduction of 332
operating departments :
Outsourcing, subcontracting 22.3
Other management policy 435
Training 422
Welfare 55.9
Child-care leave system, care leave system 451
Working conditions of part-time workers and contract-based 277
workers :
Utilization of part-time workers and contract-based workers 255
Utilization of dispatched workers 239
Equal treatment of male employees and female employees 32.3
Interpretation and criticism of collective 34.1
10 20 30 40 50 60 70 80 90 100
(%)

Source: Ministry of Health, Labour and Welfare, Japanese Labour Unions Today II-Survey Results on Collective Bargaining and Labour
Disputes, Policy Planning and Research Department (2007).
Note: The last 3 years means from July 1, 2004 to June 30, 2007.
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Industrial Trade Unions: The Mecha-
nism and Roles

Enterprise unions are limited by their
own resources to engage in the above-men-
tioned three activities. In order to expand
their effectiveness, they have established
industrial trade unions. Industrial trade
unions support their member unions’ actions
against business owners by consolidating
requests concerning chief working conditions
such as wages and working hours on the in-
dustrial level, collecting and providing in-
formation and basic materials, and coordi-
nating negotiation strategies. In terms of
activities within the organization, industrial
trade unions provide their members with a
variety of services through mutual aid ac-
tivities, including life insurance, pension,
medical insurance and so on. In addition,
industrial trade unions participate in the
formation and decision-making processes of
national industrial policies, consult with
economic organizations and develop interna-

tional cooperation among labor unions.

National Centers: The Mechanism
and Roles

National centers (mainly Rengo-the Jap-
anese Trade Union Confederation) provide
members with support for actions against
business owners by, for example, deciding
comprehensive standards for requests re-
garding working condition issues such as
wages and working hours. However, the
most important role of the national centers
is their participation in national politics.
Rengo, the largest of the national centers,
maintains and improves workers’ quality of
life by sending its members to various advi-
sory bodies in the government, participating
in the decision making processes of govern-
ment policy making, and concluding and
maintaining cooperative relations with po-

litical parties.
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Acts of Labor Dispute Take Place at
the Company Level

Japan’s labor-management relations are
basically cooperative, but labor disputes do
occur occasionally. 6.0% of labor unions
“have had labor disputes” between labor un-
ions and employers in the last three years
representing a decline from the figure of the
previous survey. Looking at the ratio of la-
bor unions with labor dispute by their size,
while labor unions of all sizes were in the
range of 5% to 6%, labor unions with 1,000
to 4,999 members alone marked a lower rate
of 3.2%. Furthermore, in industrial trade
unions, more labor disputes occurred in the
transport and communication industry than
in other industries. Most labor disputes take
place in enterprises.

Above we examined the structure and
function of Japan’s labor unions, and labor
disputes, but enterprise unions are most fa-
miliar to their members and play the most
immediate role in maintaining and improv-
ing their quality of life. Furthermore, en-
terprise unions serve as the foundation for
relations with industrial unions and na-
tional centers. For example, staff and finan-
cial resources move from individual enter-
prise unions to industrial unions in the form
of dispatches and financial contributions,
and then flow further from industrial unions
to national centers.

Accordingly, most board members of in-
dustrial trade unions and national centers
are dispatched from enterprise unions, and
hold positions at those enterprises. Moreover,
union dues of major enterprise unions often
exceed those of their affiliated industrial
trade unions. Labor disputes occur almost
exclusively at the enterprise level. However,
there are also cases in which there is a re-
verse flow of information and policies from
national centers, through industrial trade
unions, to the individual enterprise unions.
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Shunto: Spring Labor Offensive

What is Shunto?

Shunto, the spring labor offensive, is a
united campaign by the labor unions, led by
Industrial Unions. It is launched every year
between March and April, the main aim of
negotiations being higher wages. Beginning
in 1955, Shunto has become a platform for
wage rise demands throughout Japan. By
establishing a schedule for strike action and
unified demands in each industry, Shunto
provided a framework that surpassed inter-
nal individual corporate negotiations, in-
stead creating a bargaining method whereby
wage increases could be secured throughout
the entire industry. The aim of Shunto when
it was initially launched was, “the realiza-
tion of wage increases to put wages on a par
with Europe and the US”.

The results of these negotiations did not
merely affect the industrial sector. Their in-
fluence fanned out in the late 1950s to form
what became known as the “spring labor set-
tlement” throughout Japan as a whole, in-
cluding small and medium enterprises and
the public sector. From the 1960s and the
period of rapid economic growth, the driving
force behind Shunto-the so-called pattern
setter-was the labor-management negotia-
tions in the steel industry, which was repre-
sentative of the bullish manufacturing sec-
tor as a whole. In addition, in 1964, the Ja-
pan Council of Metalworkers’ Unions (IMF-
JC) was formed as the result of the merger
of labor unions in the following four metals
industry sectors: steel, ship-building and
engineering, electric, and automobiles. This
private sector metalworkers organization
took the lead in the Shunto wage increase
negotiations each year.

An End to Rapid Growth and a Shift
in Shunto Policy

The period of rapid growth came to an
end with the first oil shock in 1973. Com-
modity prices jumped 20% bringing confu-
sion to the market and for the first time in
the post-war period real GDP recorded
negative figures. It was in 1975 that the
“theory of economic conformance” first ap-
peared in the Shunto, which was essentially
a self-imposed limit on wage increase de-
mands with the aim of achieving price sta-
bility. Ever since, Shunto has come to be
dominated by this concept. As a result, the
initial direction of Shunto’s achievement,
“large scale wage increases” to realize wage
that is equivalent to Europe and the US,
was abandoned and an end was brought to
the era of two-digit annual wage increases.

After rapid growth ground to a halt, the
“theory of economic conformance” espoused
by IMF-JC, which took the lead in negotia-
tions resulted in inflation being controlled
and made a significant contribution to the
macro-economy and the achievement of
moderate growth in the 4-5% range. This
theory of economic conformance functioned
as a kind of “social income distribution
mechanism” built in to the Japanese econ-
omy. However, following the collapse of the
bubble economy, Shunto demands, which
had been premised on the theory of economic
conformance, were faced with a deflationary
economy from the late 1990s, bringing
Shunto to a second point of transition in its
history.
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Shunto in the Post-bubble Era

The collapse of the bubble economy re-
sulted in Japan falling into a recession
which has become known as the “lost dec-
ade”. From the latter half of the 1990s de-
flationary tendencies intensified, and the
labor-side’s demand structure of “annual pay
increases + commodity price increases + im-
provements in living standards” at Shunto
lost effectiveness, due to the fact that they
had been premised on continuous economic
growth. The wage increase rate accordingly
slumped (see IV-6).

Entering the 21st century, Shunto found
it difficult even to maintain the so-called
annual pay increases (equivalent to 2%),
impacted by the long recession, permeation
of performance-based pay system, the per-
sistent deflationary economy, and the hol-
lowing out of industry, among other factors.
From 2002 the IMF-JC ceased to make a
unified request for hikes in base pay, and
the phenomenon of Shunto ceasing to seek
wage hikes continued. Therefore, manage-
ment has thus declared that “Shunto is
dead” in that industry-wide settlements for
hikes in base pay have come to an end.

Since being written off for a second time,
however, a new role is being sought for
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Shunto as a means of correcting disparities.
One new initiative for remedying disparities
between enterprises is the determination of
wages based on occupational rates. IMF-JC
is exploring migrating to an occupational
wage-based method of determining wage
levels, while the Japanese Electrical, Elec-
tronic and Information Union moved to an
occupational wage-based demand system,
beginning from the 2007 Shunto, to demand
wages commensurate with the value of work
according to occupation. Following the col-
lapse of the bubble economy, there have also
been conspicuous moves to narrow dispari-
ties between enterprises of different sizes
(large versus small) and between different
forms of employment (regular versus non-
regular). In response, RENGO has estab-
lished “joint struggle committees” for small
and medium enterprises and for part-time
workers with the involvement of relevant
industries. The purpose of these committees
is to establish independent standards for
demands with the aim of rectifying dispari-
ties by achieving a general improvement in
wage and working conditions, and they are
now expanding the scope of their activities
to address fresh challenges.
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IV-6 Fluctuations in Revisions to Average per Capita Wage and Rate of Revision
(Weighted Average)
(Yen) (%)
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Source: Ministry of Health, Labour and Welfare, Results of Spring Wage Negotiations by Major Private Companies

Note: In principle up to 2003, companies surveyed are those with a capital of over 2 billions and whose labor union is comprised of over
1,000 workers, among member enterprises in the first section of Tokyo Stock Exchange or Osaka Stock Exchange (before 1979:
simple average, after 1980: weighted average). Meanwhile in principle after 2004, they are those with a capital of over 1 billion
and whose labor union is comprised of over 1,000 workers (weighted average).
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Labor Disputes and Resolution Systems

Decline in Collective Disputes and
Increase in Individual Disputes

Due in particular to the diversification of
forms of employment resulting from changes
in Japan’s social and economic structure, the
unionization rate is declining by the year
(standing at an estimated 18.1% as of the
end of June 2008, a joint record low along-
side last year’s rate, according to the sum-
marized findings of the 2008 Labor Union
Survey announced by the Ministry of Health,
Labour and Welfare (hereinafter referred to
as MHLW) on December 16, 2008), and the
dispute settlement and collective industrial
dispute resolution functions of wunions
(measured in terms of the number of unfair
labor practice relief and dispute adjustment
cases) are weakening.

At the same time, the diversification of
forms of employment and consequent in-
crease in individualized employment man-
agement are pushing up the number of indi-
vidual labor disputes.

Below, we first review the collective and
individual dispute resolution systems, and
then examine the state of operation of each
and recent trends in collective and individ-

ual industrial disputes.

Collective Industrial Disputes
1. Resolution systems

The Labor Union Act provides arrange-
ments for obtaining relief from unfair labor
practices and a system of labor relations
commissions involved in providing such re-
lief in order to protect and promote labor
union activity by providing an avenue of re-
dress in the event that an employer commits
certain acts against a labor union or its
members. The Labor Relations Adjustment
Act takes as its starting point the settle-
ment of labor disputes through voluntary

adjustment by the parties concerned, and
provides for government assistance with this
process.
(1) Unfair Labor Practice Relief System
The unfair labor practice relief system
prohibits prejudicial treatment, refusal of
collective bargaining, and dominance and
intervention by employers against labor un-
ions and union members and provides for
corrective measures in the event of such acts
in order to normalize relations between la-
bor and management and secure labor’s
right of association, right of collective bar-
gaining, and right of collective action as
guaranteed by the Constitution of Japan.
Redress is provided by labor relations
commissions (both prefectural and central) —
independent tripartite administrative bodies
made up of representatives of the public in-
terest, employees, and employers.
Examinations of unfair labor practice
cases consist of the following steps: (1) filing
of a complaint in order to apply for relief, (2)
investigation (at which step the parties pre-
sent their arguments, evidence is gathered,
and points of dispute are identified), (3)
hearing (including examination of wit-
nesses), (4) meeting of a public interest
committee (to determine the facts and the
details of any order issued in response), and
(5) issuance of an order. At the final stage of
the procedure, the labor relations commis-
sion either rejects the case or orders reme-
dial action through administrative disposi-
tion. Relief orders are drafted according to
the actual circumstances of each case, and
labor relations commissions are allowed dis-
cretion in formulating the details of such
orders. Parties that object to the decision of
the prefectural labor relations commission
following the first examination may request
reexamination by the Central Labour Rela-
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tions Commission (hereinafter referred to as
CLRC) or dispute the case further in court
by bringing an action to have the order (ad-
ministrative disposition) annulled. In the
event that an opportunity arises for resolu-
tion of a case through discussion between
labor and employers in the process of inves-
tigation and hearing, a labor relations com-
mission may recommend that the parties
concerned reach a settlement. If a settle-
ment is reached, the case is concluded.

(2) Dispute Adjustment System

The methods of adjustment of labor dis-
putes provided for by the Labor Relations
Adjustment Act are: conciliation, mediation,
and arbitration. Labor relations commis-
sions are involved in adjustment. Labor
disputes subject to adjustment include situ-
ations involving a risk of industrial action
(defined as actions hindering both labor’s
and management’s normal activities, such as
slowdowns and lockouts as well as strikes).
Conciliation: Conciliation commences fol-
lowing an application by one or both inter-
ested parties. Conciliators appointed by the
labor relations commission chairperson from
among a register of conciliators (often con-
sisting of a mix of representatives of the
public interest, employees, and employers)
confirm the arguments of each party and
produce a conciliation proposal. However,
the decision on whether to accept this pro-
posal is left to the parties themselves.
Mediation: Mediations commence following:
(1) an application from both parties, (2) an
application as provided for under a collec-
tive agreement by one or both parties, or (3)
in the case of cases involving public services,
an application from one interested party, the
decision of the labor relations commission,
and the request of the Minister of Health,
Labour and Welfare or the prefectural gov-
ernor. A tripartite mediation committee
formed of representatives of the public in-
terest, employees, and employers (and on
which employees and employers are equally

represented) is appointed by the labor rela-
tions commission chairperson. Both parties
present their opinions, and the committee
drafts a mediation proposal that it advises
them to accept. Acceptance of this proposal
is left to the parties themselves.
Arbitration: Arbitration takes place in the
event of an application either by both par-
ties, or by one or both parties in accordance
with the provisions of a collective agreement.
The labor relations commission chairperson
appoints three people agreed to by the par-
ties from among public interest members to
form an arbitration committee. This com-
mittee meets after hearing about the cir-
cumstances from the parties, and deter-
mines the details of an award by majority
vote of the arbitration members. The arbi-
tration award is prepared in writing and has
equal force as that of a collective agreement.
In the case of industrial action by parties
involved in public services (transportation,
postal and telecommunications services,
water, electricity and gas supply, or medical
and public health services), the labor rela-
tions commission and Minister of Health,
Labour and Welfare or prefectural governor
must be informed at least 10 days in ad-
vance. In the event of industrial action re-
garding any kind of business, moreover, the
parties must immediately notify the labor
relations commission or prefectural gover-
nor.

2. Trends in Actual Functioning and Cases

Handled

(1) Unfair Labor Practice Cases

The numbers of unfair labor practice
cases handled over the past five years are
shown in IV-7 and 8, from which it can be
seen that the numbers of both pending cases
handled by prefectural labor relations com-
missions (first examinations) and the CLRC
(reexaminations) are both following down-
ward trends. Particularly notable is the
large decrease in the number of cases car-
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IV-7 Number of Unfair Labor Practice Cases (First Examinations)

Cases pending Cases concluded

Carried over .
from previous Total pending Vggzgﬁ\gﬂzl dgcr:?s?g?{s Total concluded
year
363 )

2003 856(1) 1,219(1 280 116 396
2004 823(1) 311 1,134(1) 240 135 375

2005 759(1) 294 1,053(1) 273 135(1) 408(1)
2006 645 331(2) 976(2) 247 108 357(2)
2007 619 330(1) 949(1) 314(1) 147 461(1)

Source: Website of the Central Labour Relations Commission.
Note: Figures in parentheses indicate the number of first examinations by the Central Labour Relations Commission, and are included in
the totals to their left. Total concluded in 2006 includes two cases that were transferred.

IV-8 Number of Unfair Labor Practice Cases (Reexaminations)

Cases pending Cases concluded

Carried over

from ;)er:;/ious New cases Total pending Vggggﬁ\gﬂzl dgcr:(ijseicr;/s Total concluded
2004 270 83 353 47 25 72
2005 281 90 371 57 65 122
2006 249 77 326 79 69 148
2007 178 76 254 37 59 96
2008 158 51 209 38 57 95

Source: Website of the Central Labour Relations Commission.

ried over from the previous year, despite no of (1) planned examination (development of
major change in the number of new cases examination plans and establishment of
filed. In conjunction with this, the total targets for examination periods); (2) swifter
number of pending cases is also declining. and more appropriate determination of the
While more cases that come before the facts (through ordering the appearance of
CLRC are concluded by “order/decision” than witnesses and submission of articles, and by
by “withdrawal/settlement,” overwhelmingly limiting the submission of evidence in an-
more are resolved by “withdrawal/settlement” nulment actions concerning articles subject
than “order/decision” in the case of prefec- to submission orders); (3) development of
tural labor relations commissions. Further- the CLRC’s examination arrangements (to
more, although the total number of cases enable orders to be issued through confer-
coming before prefectural labor relations ence by a subcommittee consisting of five
commissions is on the rise, the number han- public interest members, and to provide
dled by the CLRC declined after peaking in training and assistance by the CLRC to pre-
2006 and is now holding steady. fectural labor relations commissions); and
The unfair labor practice relief system (4) promotion of settlements (by allowing
was revised by amendment of the Labor Un- labor relations commissions to advise the
ion Act in 2004 to expedite and improve ex- parties to reach a settlement, and through
aminations by enhancing the examination treatment of the execution of records of set-
procedure and related arrangements. The tlement as debt).
main changes consisted of the introduction Following these changes, the 62nd An-
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nual Report on Labour Relations Commis-
sions (2007) (2008, pp. 10, 15) shows that
the average length of cases that came before
prefectural labor relations commissions and
were concluded by order/decision was 1,462
days in 2004, but that this began to decline
the following year and had fallen to 839
days in 2007. Similarly, the length of cases
handled by the CLRC declined sharply from
1,514 in 2006 to 956 in 2007.

(2) Dispute Adjustment Cases

The situation regarding pending and con-

cluded dispute adjustment cases is shown in
IV-9. From this, it is evident regarding
pending cases that the number of cases car-
ried over from the previous year, the number
of new cases, and, accordingly, the total
number of pending cases are all declining.
Broken down by means of adjustment, the
overwhelming majority are adjusted by con-
ciliation. This is probably due mainly to
conciliation’s procedural simplicity and its
fulfillment in practice of a mediatory role in
identifying the problems at issue.

IV-9 Number of Pending and Concluded Adjustment Cases

Cases pending

Cases concluded

Carried New cases pendlng Resoltution
over from Aban- rate
Total
previous | Concilia- Media- Arbitra- Total e doned (%)
year tions tions tions

2003 150 167 625 66.1
(30) (1 8) (9) (27) (57) (38) ©) (47)

2004 130 526 4 1 531 661 147 279 133 559 67.7
(10) (8) 8) (18) “4) &) (6)

2005 102 560 4 0 564 666 139 270 130 539 67.5
(12) ®) ®) (17) “4) (M (%)

2006 127 515 5 1 521 648 108 289 173 570 62.6
(12) 2 M (©) (15) (©)] 2 (%)

2007 78 467 5 0 472 550 103 219 149 471 59.5

(10) ) (1)

(4)

(14) (12) ) (14)

Source: Website of the Central Labour Relations Commission.

Note: Figures in parentheses indicate the number of cases involving specified independent administrative agencies, and are included in

the original figures.
Cases resolved

Resolution rate =

Total cases resolved — cases withdrawn

Regarding trends in how cases are con-
cluded, the number being abandoned due
to failure of adjustment is largely con-
stant. However, there has been a clear
decline in the number of withdrawals and
resolutions in recent years, and this has
accordingly led to decline in the total
number of cases concluded.

Regarding the grievances leading to dis-
pute adjustment, IV-10 shows that finan-
cial grievances have accounted for ap-
proximately 40% and non-financial griev-
ances for approximately 60% in all years.

x 100

A breakdown of the financial grievances
shows that “lump-sum payments” are
somewhat commoner than all other cate-
gories except “other.” The commonest non-
financial grievance is “pursuit of collective
(around 30%), followed by
“management/personnel” (around 23%).

bargaining”

Looking at trends in the resolution
rate shown in IV-11, it can be seen that
while the number of cases in itself has
remained largely unchanged, the resolu-
tion rate has declined year on year every
year since peaking in 2004.
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IV-10 Grievances Giving Rise to New Pending Labor Dispute Adjustment Cases
(All Labour Relations Commission)
(Number of cases and percentage of total)

Total 1,052(37) 100% 949(15) 100% 991(13) 100% 956(6) 100% 851(6) 100%
Financial 398(37) 37.8 363(7) 383  333(7) 336 371(4) 388 306  36.0
Wage increases 39(4) 37  39(3) 4.1 35(3) 35  40(1) 42 27 32
Lump-sum paments 77(1) 7.3 71(1) 7.5 75 7.6 95 9.9 54 6.3
Working hours and 26(2) 25  31(1) 33 27 27 30 31 3B 41
holiday leave
Other 256(30) 24.3  222(2) 234  196(4) 19.8  206(3) 215 190  22.3
Non-financial 645 61.3 564(8) 59.4  644(6) 650 569(1) 595  531(6) 62.4
Management/ 260 247  210(1) 221 228 230 192 20.1 191 224
personnel
Pursuit of collective 301 28.6 287(7) 30.2 317(5) 32.0 263(1) 27.5 246(4) 28.9
bargaining
Union approval/ 34 32 19 20 33 33 40 42 21(1) 25
activities
Other 50 48 48 5.1 66(1) 67 74 7.7 73(1) 8.6
Conclusion or complete 18 22 23 14 14 16(1) 17 15 1.8
revision of agreement
Total number of cases 605 531 564 521 472
Average number of 1.74 1.79 1.76 1.83 1.80

g rievances per case

Sources: Secretariat of the Central Labour Relations Commission, 62nd Annual Report on Labour Relations Commissions (2007),
(2008) pp.148
Note: Totals do not match the total number of cases due to the inclusion of multiple grievances per case. Figures in parentheses indicate
the number of cases handled by the CLRC, and are included in the totals to their left.

IV-11 Labor Dispute Adjustment Case Resolution Rate (excluding Specified Independent
Administrative Agencies, All Labour Relations Commission)
(Number of cases and percentage of total)

e T— e Lo L

Number of cases concluded

Number of cases concluded excluding 446 406 395 457 366
with- drawals and transfers

Number of resolutions 288 275 266 286 217
Resolution rate 64.6 67.7 67.3 62.6 59.3

Sources: Secretariat of the Central Labour Relations Commission, 62nd Annual Report on Labour Relations Commissions (2007),
(2008) pp.156
Note: Resolution rate = number of resolutions / number of cases concluded excluding withdrawals and transfers

From IV-12, it can be seen that the over- Although on the decline by the year, the av-
all average time required for adjustment re- erage case still takes around 45 days (one
flects the large number of conciliation cases. and a half months) to conclude.
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IV-12 Average Length of Labor Dispute Adjustment Cases (All Labour Relations Commission)
(number of cases and days)

No. of No. of
cases con- cases con-
cluded ex- Average cluded ex-

cluding with- length cluding with- length
drawals and drawals and
transfers transfers
2003 438 50.1(36.4) 40
2004 407 48.8(36.7) 5
2005 393 47.9(34.3) 3
2006 452 47.1(34.2) 4
2007 361 42.8(36.6) 4

Average

23.1(22.6)
57.6(31.4)
48.0(30.7)
27.5(27.5)
52.8(32.5)

No. of No. of
cases con- cases con-
cluded ex- Average cluded ex- Average
cluding with- length cluding with- length
drawals and drawals and
transfers transfers
9 280(28.0) 487 47.4(35.3)
- - 412 48.9(36.6)
- - 396 47.9(34.3)
_ - 456 47.0(34.2)
- - 365 42.9(36.6)

Source: Secretariat of the Central Labour Relations Commission, 62nd Annual Report on Labour Relations Commissions (2007), (2008)

pp.158

Note: Number of cases concluded, excluding withdrawals and transfers, pending for less than one year. Figures in parentheses indicate
the number of days treating periods in excess of two months as 61 days.

Regarding the prevalence of disputes, the
summarized results of MHLW’s 2007 Survey
of Collective Bargaining and Labour Dis-
putes announced on July 4, 2008 reveal that
over 90% of unions had had no labor dispute,
and only 5-6% responded that they had. The
commonest reason given for having had no
such disputes was the resolution of conflicts
that had arisen through discussion (49.7%),
followed by the absence of conflict altogether
(40.1%). These proportions far outweighed
the other options (regarding which multiple
responses were allowed).

Individual Labor Disputes

Japan has two systems for resolving indi-
vidual labor disputes: one administrative
and one judicial.
1. Administrative system

(1) Resolution system

The administrative system for resolution
of individual labor disputes is based on the
Act on Promoting the Resolution of Individ
ual Labor Disputes. In simple terms, the
resolution system set out by this act consists
of three steps; namely, “information provi-
sion and consultation” at the consultation

service, followed by “advice and guidance”
by the head of the labor bureau in question
in the case that an independent resolution
cannot be achieved between labor and man-
agement, and finally “conciliation” by the
Dispute Resolution Council (see IV-13).
A wide range of disputes concerning the ini-
tiation, conduct, and termination of em-
ployment are eligible for resolution by this
system, including disputes at the time of
hiring, withdrawal of job offers, internal
transfers, temporary transfers, permanent
transfers, changes in working conditions,
discrimination such as sexual harassment in
the workplace, and dismissals (including
dismissals due to restructuring and dis-
missal of fixed-term contract employees).

(2) Trends in Actual Functioning and

Cases Handled

The dispute settlement system functioned
as shown below in FY2007 (based on “State
of Operation of the Individual Labor Dispute
Resolution System in FY2007” announced by
the Labour Dispute Settlement Office of the
Regional Bureau Administration Division of
the Minister’s Secretariat of MHLW on May
23, 2007).
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IV-13 Flowchart for Dispute Settlement according to the Act on Promoting the Resolution of
Individual Labor Disputes

r_ _______________

Worker ¢ — — — - Dispute

resolution

r

-————

Independent in-company

Employer

Consultation avail-

General Labor Consultation Corner
One-stop service for consultation on
labor-related issues and provision of information

able at prefectural
offices (Central La-
bour Relations Office,
Labour Committee,

A
\ 4

A 4

etc.) and at Labour-
management-related

Case for dispute settlement support

Organizations

A 4

Dispute Conciliation Committee

Provision of proposal by conciliator
(with experience as academic)

Guidance and advice by
head of Prefectural

Labour bureau

Labour Standards Inspection Office, Public Employment Security Office,
Equal Employment Bureau

A

Guidance and Monitoring in response to contraventions of Act

Source: Ministry of Health, Labour and Welfare, Status of Implementation of Individual Labour Dispute Resolutions Sys-
tems in FY 2007 (released May 23 and revised June 12, 2008)

Consultations: There were approximately
995,000 consultations, representing a 5.2%
increase on the previous year. Of these, the
number involving individual civil labor dis-
putes (including dismissals not related to
contravention of labor legislation or the
lowering of working conditions) amounted to
approximately 198,000, a year-on-year in-
crease of 5.5% (see IV-14).

A breakdown of these individual civil la-

bor disputes shows that the most common
consultation was in regard to “dismissals”
(22.8%), followed by “other working condi-
tions” (21.5%), “lowering of working condi-
tions” and “bullying or harassment” (both
12.5%), “inducement to retire” (7.7%), and
“temporary and internal transfers” (3.6%)
(see IV-15). Note that the breakdown is ap-
proximately the same at the stage of appli-
cations for guidance and advice from the
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heads of prefectural labor bureaus and at conciliation, where “bullying or harassment”
the stage of application for conciliation by accounts for a larger proportion (15.1%) and
the Dispute Resolution Council. The only “lowering of working conditions” for a small-
difference is at the stage of application for er proportion (8.4%).

IV-14 Number of Consultations (FY2007)
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@ Overall Number of Labor-related Consultations —&— Number of Individual Civil Labor Dispute Consultations

Source: Ministry of Health, Labour and Welfare, Status of Implementation of Individual Labour Dispute Resolutions Sys-
tems in FY 2007 (released May 23 and revised June 12, 2008)

IV-15 Breakdown of Civil Consultation Cases (FY2007)

Others 15.5%

Dismissal 22.9%

Bullying or
harassment
12.5%

Low ering of
w orking conditions
12.5%

Employment
management 1.7%

Other w orking Inducement tow ard
conditions 21.5% rerirement 7.7%
Recruitment/ hiring
1.4% /
Child and family care //

0.8% Transfer or job

location 3.6%

Source: Ministry of Health, Labour and Welfare, Status of Implementation of Individual Labour Dispute Resolutions Sys-
tems in FY 2007 (released May 23 and revised June 12, 2008)
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Guidance and advice: The number of re-
quests for guidance or advice from the heads
of prefectural labor bureaus amounted to
6,652, a 15.5% year-on-year increase.
Regarding the attributes of applicants, a
breakdown of employees by employment
status shows that 51.8% are full-time em
ployees, 21.1% are part-time workers, and
19.3% are dispatched or fixed contract em-
ployees. In terms of the size of the business
establishment to which they belong, 30.1%
were from establishments with 10 to 49 em-
ployees, followed by 21.1% from establish-
ments with fewer than 10 employees, and
11.7% from establishments with 100 to 299
employees. Applications from employees at
non-unionized establishments accounted for
68.0%. The trends in the attributes of users
of the system were largely the same for con-
ciliation applications as well. Of the appli-
cations received, 6,591 had been processed
by March 31, 2008, of which 6,416 (97.4%)
resulted in advice or guidance being pro-
vided. Of these, 6,408 received advice and
eight cases received guidance. 95.6% of the
applications received were dealt with within
a period of one month.
Conciliations: The number of conciliation
applications received amounted to 7,844, a
13.3% year-on-year increase. 7,744 of these
had been processed, with 2,976 cases
(38.4%) resulting in agreement between the
parts in dispute, 567 cases (7.3%) being
withdrawn, and 4,166 cases (53.8%) result-
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ing in conciliation being broken off for rea-
sons such as the non-participation of one or
other of the parties in dispute. The time re-
quired for conciliation was not more than
one month in 57.1% of cases, and more than
one month but less than two months in
35.0% of cases.

2. Judicial System

(1) Resolution Systems

Two methods of judicial resolution of in-
dividual labor disputes are available: civil
litigation and the labor tribunal system,
which entered operation in April 2006. As
the former is conducted in accordance with
the same procedure as other civil cases, it is
the latter that we will consider below.

The labor tribunal system is basically
aimed at disputes concerning rights and ob-
ligations in individual labor relations (indi-
vidual civil disputes in labor relations), and
in contrast to ordinary civil litigation cases
concerning labor relations, procedures for
dispute resolution are accelerated by a tri-
bunal composed of a judge (labor tribunal
judge) and persons involved in industrial
relations (labor tribunal lay members). This
tribunal panel attempts a resolution by me-
diation, but if this fails then a ruling is
handed down (within three sessions as a
rule). If there is any objection to a decision,
then the case automatically proceeds to be-
come an ordinary civil lawsuit (see IV-16).
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IV-16 Overview of the Labor Tribunal System

Objectives of the Labor ’ Worker Employer ~

Tribunal System ’ :
—

Dispute arises

* Response to increasing num-
ber of individual labor-related

cases and incidents ~q , ~
+ Promotion of expedited and | T T T T T T T T~ -~~~ °

appropriate dispute resolution L

utilizing specialized knowledge Application

and experience of labor-related

issues V
/ District Court \

One judge (labor tribunal judge) and two labor-management
experts (labor tribunal lay members) deliberate on dispute
settlement in the Labor Tribunal Panel

Lay member Judge Lay member

(I}

In principle deliberations are expedited to take place on no

c
-% more than three sessions
g
(0]
€ I . .
“ First session date
C
(o]
5 5 1
S <::| 8 Second sessiondate | e Fo
o I f R ‘PO PP
(@) s l
In the event the

Completed without recourse to Labor Tribunal

Third session date case is not ap-
L propriate to be
L judged by La-

bor Tribunal by
its nature

Labor Tribunal

Acceptance
(Labor Tribunal defined)

Submission of objections(s)
within two weeks (Labor Tribunal
lapsed)

Transfer to lawsuit litigation

Dispute settlement Construed as appeal and filing of suit

Source: Website of Prime Minister of Japan and His Cabinet
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(2) Trends in Actual Functioning and
Cases Handled

The number of ordinary civil labor relations
cases has been on the decline over the past few
years. (The following figures are taken from the
General Secretariat of the Supreme Court’s Out-
line of Labor Relations Civil Administrative
Cases for 2007, The Lawyers Association Journal,
60(8) (2008)). Viewed over the period of the past
decade, however, it can be seen that the number
has increased compared with the first two or
three years (IV-17).

In 2007, 2,246 ordinary civil litigation cases
concerning labor relations came before the district
courts of Japan, of which 2,105 had employees as
plaintiffs and employers as defendants. A break-
down shows that cases most frequently arose con-
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cerning “wages, etc,” (1,246), followed by actions
for “determination of continuation/discontinuation
of employment contracts, etc.” in relation to re-
tirements and dismissals (537), and “others” in-
cluding claims for compensation (322) (see IV-18).

In the same year, the district courts handed
down rulings in 2,200 cases, with the average
time for deliberations being 11.7 months. 701
cases (31.9%) were concluded in “not more than
six months,” 639 cases (29.0%) were concluded in
“not more than one year,” and 649 cases (29.5%)
were concluded in “not more than two years,”
meaning that approximately 90% of all cases took
no more than two years to conclude. There has
been no change in these trends over the past five
years.

IV-17 Number of Newly Received, Disposed, and Pending Ordinary Civil Litigation Cases concerning
Labor Relations (District Courts, 1998-2007)

(Cases)
2600 -
2519
2400 -
2200 -
2000 -
1957
1800 L —o— Newly received
cases
Disposed cases
1708
- -A- - Pending cases
1600 -
1400

1998 1999 2000 2001 2002

2003 2004 2005 2006 2007 (Year)

Source: General Secretariat of the Supreme Court, Outline of Labor Relations Civil and Administrative Cases for 2007, The Lawyers

Association Journal, 60(8), p. 47 (2008)
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IV-18 Number of Newly Received Ordinary Civil Litigation Cases concerning Labor Relations by Party
and Type of Claim (District Courts, 2003-2007)

Plaintiff: Employee
Defendant: Employer

Plaintiff: Employer
Defendant: Em-

ployee
Newly
received Declaration of Declaration of ab- Declaration of
existence of Wage, Other sence of employ- invalidation of
employment etc. ment contract, com- | resolution of
contract, etc. pensation, etc. expulsion, etc.
2003 2,433 2,319 530 1,473 316 103 11
2004 2,519 2,309 573 1,427 309 186 24
2005 2,446 2,303 507 1,437 359 135 8
2006 2,035 1,900 456 1,130 314 124 11
2007 2,246 2,105 537 1,246 322 121 20

Source: General Secretariat of the Supreme Court, Outline of Labor Relations Civil and Administrative Cases for 2007, The Lawyers

Association Journal, 60(8), p. 50 (2008)

Regarding labor tribunals, on the other
hand, 1,494 new cases came before the dis-
trict courts in 2007. These break down into
two approximately equal categories: 780
“non-pecuniary”’ cases and 714 “pecuniary”
cases. A more detailed inspection reveals the
commonest cause, accounting for 719 cases,
to be the non-pecuniary “declaration of
status” (under employment contracts relat-
ing to retirements/dismissals and personnel
transfer cases), followed by 441 pecuniary
cases concerning “wages and benefits.” Wage
and benefit cases probably include griev-
ances concerning overtime pay and pay in
lieu of notice. 147 of the non-pecuniary cases
were classified under “others,” which in
many instances are likely to be claims for
compensation (see IV-19).

1,450 labor tribunal cases were disposed
of, and approximately 70% were concluded
by mediation. The next commonest form of
conclusion, though trailing by a large mar-
gin, was labor tribunal judgment, which ac-

counted for 306 cases. It should be noted,
however, that objections were filed regard-
ing the majority of labor tribunal judgments.
(Regarding the above, see IV-20, where “Ar-
ticle 24 termination” refers to cases that
were terminated by the authority of the la-
bor tribunal due to their inappropriate na-
ture pursuant to Article 24 of the Labor
Tribunal Act.) Approximately 70% of the
disposed cases were concluded in not more
than three months (around 5% in one month,
30% in two months, 35% in three months,
and just under 30% in six months), and the
average period of examination in 2007 was
2.5 months (compared with 2.4 months in
2006),
achieved more rapidly than with ordinary

indicating that resolutions are

civil actions. Of the disposed cases, at least
90% were concluded in not more than three
sessions (around 5% were not examined,
16% were examined once, 36% twice, and
40% three times), indicating that the system
1s working largely as it is supposed to.
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IV-19 Number of Newly Received Labor Tribunal Cases by Type of Case (District Courts, 2007-2008)

Non-pecuniary
Newly re- Declaration Wages Retirement
2006 877 463 418 45 414 266 66 82

2007 1,494 780 719 61 714 441 126 147

Source: General Secretariat of the Supreme Court, Outline of Labor Relations Civil and Administrative Cases for 2007, The Lawyers
Association Journal, 60(8), p. 56 (2008)
Note: Newly received cases in 2006 are from April to December.

IV-20 Number of Disposed Labor Tribunal Cases by Reason for Conclusion
(District Courts, 2007-2008)

Labor tribunal judgment i
Number J .g : Successful Article 24 Withdrawn ﬁ:ﬁ?ﬁlﬁr
disposed Objection | megiation | termination ’
filed etc.
2006 606 107 (17.7) 74 (69.2) 427 (70.5) 19 (3.1) 50 (8.3) 3 (0.5)
2007 1,450 306 (21.1) 178 (58.2) 997 (68.8) 47 (3.2) 93 (6.4) 7 (0.5)

Source: General Secretariat of the Supreme Court, Outline of Labor Relations Civil and Administrative Cases for 2007, The Lawyers
Association Journal, 60(8), p. 56 (2008)
Note: The figures for 2006 indicate the number of disposed cases from April to December of that year. Figures in parentheses or angle
brackets indicate percentages. Proportions given in the “objection filed” column indicate the proportion of cases for which objec-
tions were filed to the number of cases concluded by labor tribunal. Refer to Note of IV-19
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Overview of Employment Measures

Hit by the “once in a century” global economic crisis,
employment conditions in Japan are deteriorating
rapidly. The employment and unemployment situation
in 2008 is growing more severe, as shown by the active
opening ratios decline in December to 0.72, its lowest
level in five years and a month since November 2003,
and an annual average of 0.88 (down 0.16 from the pre-
vious year). This was accompanied by a rise in the
unemployment rate to 4.4% in the same month, and a
0.1 point rise in the annual average to 4.0% year on
year.

Looking at employment conditions across the coun-
try, the active opening ratio worsened in 9 regions be-
tween 2007 and 2008, and the unemployment rate also
deteriorated over the same period in every region ex-
cept Kyushu. However, while the active opening ratio
exceeds 1.0 and the unemployment rate is between 2%
to 4% in some regions, such as Tokai (where the re-
spective annual averages were 1.32 and 2.9% in 2008)
and South Kanto (1.01 and 3.8%), the active opening
ratio remains stuck between 0.4 and 0.7 and the un-
employment rate is between 5% and 6% in others, such
as Hokkaido (0.44 and 5.1%), Kyushu (0.60 and 4.6%),
and Tohoku (0.60 and 4.7%). The regional disparity in
employment conditions thus appears to persist.

Broken down by age group, the active opening ratio
for 15- to 24-year-olds declined 0.21 points from the
previous year to 1.41 in 2008, and the unemployment
rate declined 0.5 points to 7.2%, still higher than the
rate for all age groups combined (4.0%), indicating that
there remains a severe mismatch between supply and
demand.

The active opening ratio (original figures) for per-
manent employees in December 2008 declined 0.16
points to 0.47 from the same month a year earlier, re-
maining lower than the overall ratio (0.72).

In response, the Government has adopted the fol-
lowing packages as “life security measures” to protect
living standards and the economy (formulated at a
joint session of the Government and Ruling Parties
Council on New Economic Measures and the Ministe-
rial Council on Economic Measures on October 30,
2008) and “emergency measures to defend living stan-
dards” (adopted by the Ministerial Council on Eco-
nomic Measures on December 30, 2008).

Emergency Measures to Improve

Employment Situation

(1) Housing and life security measures
Use of employment-promotion housing units, pro-
vision of targeted advice and vocational counseling
on finding accommodation and stable employment,
and loan of funds to help cover initial moving, rent,
and living and job-hunting expenses to assist peo-
ple who have lost their jobs and homes and work-
ers in unstable unemployment

(2) Employment maintenance measures
Subsidies for small and medium enterprises (here-
inafter referred to as SMEs) that maintain jobs
through use of leave, educational support, and
temporary transfers in order to help maintain em-
ployment at SMEs
Subsidies for employers using temporary staff that
directly hire dispatched workers before the end of
the of the dispatch term in order to assist the em-
ployment of dispatched workers by the companies
with which they are placed

(3) Measures to support job creation and reemploy-
ment
Establishment of a ¥400 billion fund for prefec-
tures to create employment opportunities for local
job seekers
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Subsidies for employers that offer permanent jobs
to older freeters (aged 25-39) and dispatched work
ers, ete.
Establishment of “career boost” centers at public
employment security offices in Hokkaido, Tokyo,
Aichi, Osaka, and Fukuoka to create a one-stop
shop for employment stabilization support meas-
ures and enhance employment support for
non-regular workers

(4) Response to problem of withdrawal of job offers
Provision of guidance to enterprises (including
“naming and shaming” of those that withdraw of-
fers) and the provision of financial incentives to
employers that provide regular jobs to students,
etc. who have had offers withdrawn

(5) Revision of employment insurance benefits
Revision of standards for application to non-regu-
lar workers, extension of benefit period to 60 days
in the case that finding reemployment is particu-
larly difficult, and easing of eligibility require-
ments for fixed-term contract workers whose con-
tracts have not been renewed

Employment Insurance System

The employment insurance system is intended to
stabilize workers’ living circumstances during times of
unemployment and to encourage the unemployed to
quickly find reemployment. It functions as an impor-
tant employment safety net, and the number of in-
sured persons and persons receiving benefits respec-
tively averaged 37,130,000 and 570,000 in FY2007.

In practice, it takes the form of payment of a daily
basic allowance, which is paid for a prescribed number
of days to secure income in the event of unemployment.

Because of the need to provides benefits at a suffi-
cient level to enable people to maintain as far as possi-
ble their living standards before becoming unemployed
and to be able to calmly search for fresh employment,
this daily basic allowance is set at a fixed proportion of
a person’s wage prior to unemployment. In order to
ensure that the period of unemployment is no longer
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than necessary and that unemployed persons quickly
reenter the workforce, however, benefits are gradually
decreased as the wage level prior to job loss rises so
that they do not exceed wages on the labor market in
the event of reemployment. More specifically, the bene-
fit rate is set at 50% to 80% of a person’s wage prior to
unemployment (45% to 80% in the case of 60- to
64-year-olds).

The length of the benefit period is determined ac-
cording to the difficulty faced by job seekers in finding
reemployment. It is therefore set at a more generous
level for those who are older, have been insured for
longer, and have lost their jobs due to bankruptcy or
layoff rather than voluntary retirement. More specifi-
cally, the benefit period is 90 to 330 days for persons
made unemployed by bankruptcy or layoff and 90 to
150 days for persons taking voluntary retirement, de-
pending on the age and length of enrollment of the in-
sured person.

New Employment Strategy

As the effects of population aging, the low birthrate,
and demographic decline take hold, ensuring that Ja-
pan’s limited valuable human resources can approach
their work with enthusiasm and make full use of their
abilities will be essential to enhancing the professional
life of every individual and revitalizing society as a
whole.

To ensure that everyone who wants to work can
find employment, the Government has developed a
“New Employment Strategy” for intensive action up to
2010 to create “a society in which everyone plays a
part” where everyone can make the most his or her
abilities.

Following this strategy, the Government will in-
troduce support measures tailored to meet the specific
needs of groups such as the young, women, older peo-
ple, and people with disabilities, and will develop the
conditions to achieve stable employment and living
standards and comfortable working conditions.
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Employment Measures for Young People

Prompted by the severe employment and un-
employment conditions faced by young people in
recent years, the Youth Independence and Chal-
lenge Strategy Council of cabinet ministers (in-
cluding the Minister of Health, Labour and Wel-
fare) met between FY2004 and FY2006 to de-
velop a concerted government response to youth
unemployment with the principal aim of “re-
versing the upward trend in youth unemploy-
ment.” Some progress has been made as a result,
including a decline in the youth unemployment
rate since its peak in 2003 and a reduction in the
number of freeters for five years in succession.

However, there remain many young people
who, having failed to become permanent em-
ployees during the “employment ice age” when
the job market for new graduates was most se-
vere, remain freeters (older freeters aged 25-34),
along with many NEETSs and others without em-
ployment, and these youngsters who did not find
permanent jobs at the time of the employment ice
age are now entering their mid-thirties. During
the present severe economic climate, moreover,
there is a risk of more job offers being withdrawn,
making the job-hunting situation faced by new
graduates even more severe. By pursuing a vari-
ety of measures, such as a plan to ease the tran-
sition to regular employment for freeters, the
Government aims to create a society in which the
young people on whom Japan’s future depends
can find secure, satisfying jobs in which they can
make the most of their drive and abilities.

Main Youth Employment Measures in

FY2009

1. Promotion of Plan to Facilitate Freeters’
Movement into Regular Employment (tenta-
tive name)

Employment support for young people

(1) Employment support focusing on older
freeters and workers in late thirties in un-
stable employment

1) Regular job placement services for
freeters, etc. provided by public em-
ployment security offices

2) Regular job placement support provided
through “job meetings” and job clubs

3) Tailored job placement support in job
cafes

(2) Promotion of employment through subsi-
dized programs such as trial employment
system

1) Promotion of employment through trial
employment of young people, etc. and
special financial incentives for employ-
ers who provide regular jobs to young
people in non-regular employment

(8) Provision of vocational skills development
opportunities for young people

1) Provision of vocational skills develop-
ment opportunities for young people
through vocational skills development
system (“job card” system)

2) Development and introduction of “fresh
start courses” for older freeters, etc.

Promotion of action by enterprises to expand re-

cruitment opportunities for young people

1) Enhancement of guidance and advisory
services for employers to encourage ex-
pansion of recruitment opportunities for
young people, support for model pro-
grams, and widespread publicizing of
their effects

2. Enhancement of Vocational Independence
Support for NEETs and Other Young People
(1) Expansion of “Community Youth Support

Stations”

1) Expansion of number of “Community
Youth Support Stations,” which serve as
local centers of support for NEETs and
other young people, strengthening of
network functions in collaboration with
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educational institutes, etc., and active ter hiring (four fifths of wages plus benefits
encouragement of young people and (two thirds in case of large enterprises)) to
their parents or guardians stabilize employment of new graduates
(2) Organization of “Youth Independence (2) Reinforcement of employment support for
Camps” new graduates
1) Effective organization of “Youth Independ- 1) Organization of job fairs with local enter-
ence Camps” offering a diverse menu of prises targeting primarily manufacturers,
training activities designed to motivate and SMEs, and long-term nursing care fields
instill confidence in young people through
training in the routines of daily life and 4. Miscellaneous
work experience gained from communal (1) Promotion of comprehensive measures to
living in a training camp format secure stable employment for homeless
workers in unstable employment
3. Response to Withdrawal of Job Offers 1) Enhancement of targeted vocational coun-
(1) Enhancement of employment support for seling and job search services and stable
students, etc. who have had job offers with- employment through lending of funds to
drawn help with the cost moving into new accom-
1) Thorough guidance for enterprises (includ- modation and living/job- search expenses to

ing “naming and shaming”) and provision
of financial incentives to employers that
give permanent employment to students
and graduates without definite employ-
ment who have had job offers withdrawn
(¥1 million per person for small and me-
dium enterprises (hereinafter referred to as
SMEs) and ¥0.5 million per person for
large enterprises)

2) Support for employers that maintain jobs

by using employment adjustment subsidies,
etc. and providing training or using tem-

porary transfers or layoffsimmediately af-

enable workers in unstable employment
staying in internet cafes, etc. to look for
regular employment to find accommodation
and stable employment
(2) Support to promote sense of vocation from

school age

1) Support for development of sense of voca-
tion from school age through such means
as promoting understanding of occupations
and providing “employment guidance” to
high-school students learning how to look
for work, etc.
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Policies Designed to Secure Employment for Older and Disabled Workers

Measures for Elderly Workers

Japan’s population is aging at a rate without
parallel elsewhere in the world, and it is pro-
jected that approximately one in three in total
population will be aged 65 or over in 2030. To
maintain socioeconomic vitality under these cir-
cumstances, it will be necessary for as many eld-
erly as possible to take an active part in sup-
porting society and the economy. To realize this
in the future, we need to create a society in which
motivated and able persons can continue to work,
regardless of age.

Recognizing the above situation, in 2004 the
government revised the Elderly Persons Em-
ployment Security Act, to ensure employment
opportunities until 65 years of age, and to pro-
mote reemployment for the middle-aged and
older working population, among other measures.

The revised Elderly Persons Employment Se-
curity Act aims to ensure stable employment op-
portunities for elderly persons by obligating em-
ployers to ensure employment opportunities to 65
through one of the following: raising retirement
age; introducing a structure for continued em-
ployment; or abolishing retirement age. In addi-
tion, the Law aims to enhance measures to pro-
mote reemployment for middle-aged and older
workers (45 to 65), and enhance measures to en-
sure temporary or short-term employment op-
portunities for retirees and other persons.

The revisions to the Act concerning promotion
of reemployment for middle-aged and older
workers and securing of employment opportuni-
ties up to the age of 65 went into effect from De-
cember 1, 2004 and April 1, 2006, respectively.

In accordance with the passage of the revised
Act, from FY2005, the following measures for
promoting employment in the elderly population
have been prioritized.

Securing Stable Employment for Older
Workers by Raising the Mandatory Re-
tirement Age and Introducing Continued
Employment Schemes, etc.

Legal revisions effective from April 2006 have
made it mandatory for employers to take steps to
ensure the employment of older workers, and
those that do not take such steps receive guid-
ance and advice from public employment security
offices. Effective counseling and advice is also
provided to them by senior citizen employment
advisers in partnership with prefectural job de-
velopment associations.

Reflecting the raising of the pensionable age
for the fixed portion of the public pension to 65
from April 2013 and the reaching of this age by
the first baby boomers in 2012, action is being
taken to popularize schemes to enable everyone
who so wishes to work up to the age of 65 and,
depending on the actual circumstances of the en-
terprise, up to the age of 70.

Two specific ways in which the creation of a
society in which people can work regardless of
age is being pursued are the publicizing of pio-
neering cases via symposiums and similar chan-
nels and the provision of individual advice and
support for the revision of pay and promotion
schemes by work-to-seventy support advisers
under the “Work-to-Seventy Employer” Promo-
tion Project, and the securing of employment op-
portunities up to the age of 65 and promotion of
work-to-seventy employers through the provision
of financial incentives to enterprises to raise the
age of mandatory retirement.
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V-1 Overview of the Act to Partially Amend the Act concerning Stabilization of Employment of Older
Persons (Promulgated June 11, 2004)

[Background]

Need to utilize the labor power of the elderly Given an environment in which the age for re-

workforce, given declining birthrate, aging popu- ceiving pension benefits is being increased, the

lation and decreasing workforce (Maintain socio- need to secure an income to maintain living stan-

economic vitality) dards and secure persons to support the social
security system

Necessity for a labor market in which the elderly can remain engaged in and support
society until they reach the age of 65

[ Content of the Revision]

(1) Securing employment opportunities up to age 65

+ Raising retirement age up to 65 and introducing systems for continuous employment are required.

* The system will be designed so that standards concerning workers subject to the continuous employment system
through labor-management agreements might not be applied to all candidates.

» A certain period after the enactment of the revision shall be determined with an ordinance (three years for large
companies and five years for SMEs) for the formulation of employment standards and regulations, rather than a la-
bor-management agreement.

» Age for introduction of the system for continuous employment shall be raised together with increase in age at which
pensions are payable, rising incrementally until FY2013.

(2) Promoting reemployment of middle-aged and older workers

+ Requirement that employers provide a reason for setting a maximum age when recruiting/ hiring new workers.
+ Requirement that if elderly workers are forced to retire because of circumstances within the employer's control, the
employer must provide them with a document detailing their work acheivements and skills.

(3) Securing diverse employment opportunities

+ Establish a special exception (granting permission) for labor dispatch projects that involve temporary, short-term
and light work assignments provided by Silver Human Resource Centers.

[ Date for Entry into Force]
(1) entered into force on 1 April 2006, and (2) and (3) entered into force on 1 December 2004.

Support and Promotion of Reemploy- workers who find it difficult to find jobs by,
ment of Middle-aged and Older Workers among other things, providing guidance to em-
Action is being taken to support employers ployers on how to draw up “job-hunting support
that provide continued employment for older documents,” the provision of financial incentives
for enterprises that employ middle-aged and and referrals by public employment security of-
older workers on a trial basis for a fixed period, fices and similar agencies.
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Working in collaboration with local related
organizations, career counseling is being pro-
vided through employers’ groups and other bodies
to affiliated employers with job openings and
baby-boom retirees to assist reemployment.
One-stop services are also being developed to pro-
vide information to assist startups.

Senior citizen work program activities, such
as skills courses and joint job fairs are also being
pursued in association with employers’ groups

and public employment security offices.

Promotion of Diverse Employment and
Social Involvement of Older People

The Silver Human Resource Center Program
is being promoted to provide convenient commu-
nity-based temporary and short-term job oppor-
tunities to suit older people’s needs. (As of March
31, 2008, there were 1,332 centers with approxi-
mately 750,000 members.)

Focusing on the fields of “education, childcare,
nursing care, and the environment,” these cen-

ters are working with local governments to ex-
pand support for ventures planned and put for-
ward by them, and are also expanding secure job
opportunities for members in their communities
and the range of job categories catered for that
appeal to female members.

Senior citizen support program activities, such as
workshops and job support courses, are also be-
ing organized to register older people’s skills, ex-
pertise, qualifications, and occupational experi-
ence, and to match them to the needs of local en-
terprises, organizations, families, and communi-
ties.

In addition, support is provided for older peo-
ple seeking to start up in business using their
own occupational experience by subsidizing a
portion of the startup costs of ventures involving
three or more older people aged at least 45 who
start up in business together and create contin-
ued employment opportunities for workers by
hiring them.

V-2 Mandatory Action to Employ Older Workers under Revised Act concerning Stabilization of
Employment of Older Persons

(1) Raising of mandatory retirement age

established by labor-management agreement)

(2) Introduction of continued employment system (allowing also for
non-coverage of anyone who so desires where standards are

(3) Abolition of mandatory retirement upon reaching a certain age

Mandatory implementa-
tion of any of these
measures (measures to
secure employment of

older workers)

P il T B T
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I Raising of mandatory retirement age and |
I age of continued employment progress- |
I sively raised up to FY2013 in line with !
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V-3 System of Employment Measures for Older Workers in FY2009

(1) Securing of stable employment for older workers through raising of mandatory retire-
ment age and introduction of continued employment schemes, etc.

O Promotion of raising of mandatory retirement age to 65 and introduction of continued employment schemes,
etc.

* Publicizing and raising of awareness of measures to secure jobs for older workers

* Instruction, counseling, and advising of employers by public employment security offices
* Consultations and support provided by senior citizen employment advisers

O Popularization and promotion of “Work-to-Seventy Employers”

* Gathering and provision of information on pioneering cases and provision of advice, etc. on revision of pay
and promotion schemes, support for action by employers’ groups, etc. to employ more older workers up to
age 70 (“Work-to-Seventy Employer” Promotion Project)

O Measures to encourage more enterprises to adopt a mandatory retirement age of at least 65 and to become

“Work-to-Seventy Employer”

* Financial incentives for enterprises that raise the mandatory retirement age (financial incentives for small
and medium enterprises (hereinafter referred to as SMEs), subsidies for model employers of older work-
ers, financial incentives for SMEs that secure jobs for older workers

— (2) Support and promotion of reemployment of middle-aged and older workers

O Promotion of reemployment of middle-aged and older workers
* Finely-tailored vocational counseling and job search services at public employment security offices
e Support for reemployment of baby-boomers who have reached mandatory retirement age provided
through local baby-boomer employment support projects, etc.
¢ Financial incentives for trial employment of middle-aged and older workers
* Subsidies to develop employment of certain categories of job seekers
* Operation of older worker vocational counseling centers
* Integrated provision of skills courses and job fairs in collaboration with industry groups and public em-
ployment security agencies (senior citizen work program activities)
* Consultations and support for workers’ old age career planning
O Raising of awareness of prohibition of age limits in recruitment and hiring (obligation to specify grounds for
setting age limits where special grounds exist)
O Guidance and support for employers that help middle-aged and older workers who have had to leave their
jobs to find reemployment
* Raising of awareness and provision of guidance regarding requirement to prepare and issue job-hunting
support documents in job card format

— (3) Advancement of diverse employment and social involvement of older people

O Promotion of projects by Silver Human Resource Centers
» Joint support by Silver Human Resource Centers and local governments of ventures planned and pro-
posed by them focusing on “education, childcare, nursing care, and the environment”
* Support for expansion of employment opportunities in the community and range of job categories for fe-
male members to enhance services provided by Silver Human Resource Centers
O Development of system for registration of skills, expertise, qualifications, and occupational experience, etc. of
older people and matching of needs of older people with those of local enterprises, organizations, and local
communities, etc. (senior citizen employment support program activities)

O Measures to support startups by three or more older people aged 45 or over
* Use of subsidies for creation of job opportunities jointly by older people

Source: Ministry of Health, Labour and Welfare, Elderly Workers’ Affairs Division (April 1, 2009)
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Employment Measures for Persons with
Disabilities

Of the policies designed to support persons
with disabilities, the following deal with support
for employment measures: the Basic Programme
for Persons with Disabilities (FY2003 to FY2012)
was formulated in December 2002 and provides a
basic direction for measures for disabled persons
over a ten-year period. Based on that Programme
the government has also formulated the
Five-Year Plan for Implementation of Priority
Measures (FY2003 to FY2007) which incorpo-
rates specific priority measures. In addition the
Ministry of Health, Labour and Welfare formu-
lated in March 2003 the Fundamental Policy for
Employment Measures for Disabled Persons
(FY2003 to FY2007).
ployment measures for people with disabilities

More specifically, em-

are being actively pursued to achieve tar-
gets—such as employment of 640,000 disabled
persons by FY2013, a combined total of jobs
found for people with disabilities through public
employment security offices between FY2008 and
FY2012 of 240,000, and movement into regular
jobs of 9,000 people per year—through the fur-
ther promotion of employment of people with
disabilities led by the employment quota system
for disabled persons provided for in the Five-Year
Plan for Implementation of Priority Measures,
enhancement and reinforcement of “team sup-
port” provided mainly through public employ-
ment security offices, and facilitation of move-
ment from welfare facilities into regular em-
ployment. Furthermore, in FY2005, the Act for
Employment Promotion, etc., of the Disabled was
partially revised and this revision is being
smoothly implemented from April 2009 in line
with the Act for Promotion of the Independence
of Persons with Disabilifies (see endnote).

Employment Quota System for Disabled
Persons and Levy and Grant System for
Employing Persons with Disabilities

The Act for Employment Promotion, etc. of the
Disabled stipulates that quotas be established for
the hiring of the physically and or intellectually

disabled, specifying the percentage of a com-
pany’s workforce to be occupied by persons with
disabilities. Business owners are required to hire
persons with disabilities in numbers equivalent
to or greater than the legally mandated quota.

From April 2006, pursuant to the amended
Act, persons with mental disabilities (those
holding a Health Welfare Handbook for Persons
with Mental Disabilities) are included in the em-
ployment quotas of companies.

The current legal employment quotas are:

e Private corporations: 1.8%

e Special government corporations: 2.1%

e National and local public corporations: 2.1%

e Designated school boards: 2.0%

Public Employment Security Offices promote
the employment of persons with disabilities by
directing the following to submit a hiring plan:
(1) business owners whose hiring practices fall
significantly below the quota, (2) business owners
who need to meet the quota by hiring a large
number of persons with disabilities, and (3)
business owners in the private sector who plan to
hire a large number of workers in the future. A
warning is issued to any business owner who
does not implement a submitted plan.

The Levy and Grant System for Employing
Persons with Disabilities was established to ease
the economic burden on business owners who
hire persons with disabilities, and to increase job
opportunities for the disabled. Levies are col-
lected from companies that fail to fulfill the em-
ployment quota, and distributed as bonuses to
companies that employ more physically or intel-
lectually disabled persons than the quota. A
number of grants are also awarded to encourage
the hiring of the disabled. By informing business
owners of these requirements and dispensing
grants, we seek to stabilize employment of per-
sons with disabilities and maximize their em-

ployment opportunities.

Future Direction of Measures for the
Employment of Disabled Workers

Regarding the employment situation of people
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with disabilities, the number finding work
through public employment security offices con-
tinued to grow year on year by around 10% for
several years and in FY2007, growth was 3.6% to
45,565 year on year. In the first half of FY2008,
the number then declined owing to the impact of
employment conditions in general. While the
private sector real employment rate was up 0.04
percentage points from the previous year to
1.59% as of June 1, 2008, indicating that the
situation is steadily improving, the fact that the
employment quota is met by fewer than one in
two enterprises means that there is still consid-
erable room for improvement.

While there were signs in FY2008 of an in-
crease in disabled persons’ desire to work, their
employment at small and medium enterprises
(hereinafter referred to as SMEs), which are im-
portant local sources of employment, is on the
decline. Because of this and disabled persons’
considerable need to work part-time and in view

Chapter V' Labor Administration and Legislation

of employers’ employment obligations having
been being based on providing regular employ-
ment for at least 30 hours per week, therefore,
the Act on Employment Promotion, etc. of Per-
sons with Disabilities was amended to: (1) pro-
mote the employment of disabled persons by
SMEs (to expand the coverage of the Disabled
Person Employment Payment System to include
SMEs with more than 101 regular workers and
to provide special standards of calculation to al-
low for the use by SMEs of cooperative business
associations and the employment of disabled
persons in collaboration with such associations);
and (2) revise the employment quota system to
allow for part-time work (to add part-time work-
ers to the workers and employed disabled per-
sons upon which an employer’s obligation to em-
ploy disabled persons is based). Based on this
revision, the aim is to expand employment op-
portunities for disabled persons in order to assist
those who work and those want to work.

V-4 Employment Situation for Disabled Persons at Private Enterprise
Trend of employment rate and disabled workers

(1,000 persons)

400 1.6
Real employment rate
350 | {15
326
300 | {1 14
2
245 247 248 250 251 255 283 283 .0 54,
250 1126 125 241 |—| |—| miE ——— 113
126 204 215

200 L 187 195 |Number of disabled workers 112
168 170 172

) H H H |

100 1
1985 86 87 88 89 90 91 92 93 94 95 97 98 99 2000 01 02 03 04 05 06 07 08

Legal employ ment rate Apr. 1988 Jul 1998 (Year)

________ — 1.5% I 1.6%

1.8%

Oct. 1976 onw ards

|

Source: Ministry of Health, Labour and Welfare, Reports on Employment Situation for Disabled Persons
Notes:  Figures for companies with employment obligations (those with more than 56 regular employees):are collective.

The collective totals are for the following disabled categories:
Physically disabled persons (double count for those with severe physical disabilities)

- to 1987

- 1988 to 1992 Physically disabled persons (double count for those with severe physical disabilities)

Persons with intellectual disabilities
» From 1993

Physically disabled persons (double count for those with severe physical disabilities)

Persons with intellectual disabilities (double count for those with severe disability)
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V-5 System of Employment Measures for Persons with Disabilities

Comprehensive promotion of employment measures for disabled persons, aiming at the realization of a society in which
persons with disabilities and persons without can participate similarly in their places of employment, according to ability
and aptitude.

Basic Plan for Persons with Disabilities and Five-Year Plan for Implementation of Priority Measures

The Fundamental Policy for Employment Measures for Disabled Persons

Comprehensive Promotion of Employment Measures for Persons with Disabilities

(1) Guidance and assistance for business owners

o Employment quota system for disabled persons
- Stipulated employment rate
Private enterprise: General-1.8%, Special government corporations—-2.1%
National, Local government: 2.1% (selected school boards-2.0%)
- Guidance in fulfilling quotas through order to prepare “A Plan for Hiring Disabled persons”
o Support, etc. for employers through the system of levy and grant system for employing with
disabilities.
- Adjustment of the imbalance of economic burden between employers by levy and grant sys-
tem for employing persons with disabilities
- Support for employers who improve facilities, equipment and so on for disabled employees;
assign assistants; give consideration toward housing and transportation; and continue to em-
ploy persons who become disabled while on the job
- Assistance in paying wages through bounty for the employment development for specified job
applicants

o Establishment of a system to support working at home by persons with disabilities
- Payment of special allowance to business owners who outsource jobs to persons with dis-
abilities working at home
o Provision of expertise regarding employment for persons with disabilities
- Provision of positive examples and employment administration expertise regarding em-
ployment for persons with disabilities

(2) Implementation of occupational rehabilitation based on the characteristics of each
persons with disabilities

o Offer of advice, referrals, and guidance for adaptation to the workplace according to the needs of
persons with disabilities, at Public Employment Security Offices

o Provision of specialized occupational rehabilitation services to persons with disabilities (e.g. per-
formance evaluations) at vocational centers for persons with disabilities (operated by the Japan
Organization for Employment of the Elderly and Persons with Disabilities)

Personal support by Job Coaches for adjustment in the workplace

o Enhancement and strengthening of support through linking employment with welfare
- Advancing a shift from welfare-type jobs in local communities to ordinary employment
- Promotion of integrated employment and lifestyle support

o Promotion of development of diversified and effective vocational capabilities
Promotion of vocational training at schools for development of vocational capabilities of per-
sons with disabilities
- Vocational training outsourced to various private institutions and other entities in local com-
munities

(3) Education related to employment of persons with disabilities

o Creation of an opportunity for enterprises to employ persons with disabilities through trial em-
ployment

o Institution of a promotional month for the employment of persons with disabilities
o Cooperation with the disabled groups in public information and education activities
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V-6 Situation of Employment Placement of Persons with Disabilities at
Public Employment Security Offices

(Persons, %, % points)

Nl.meer of new applica- [Number of valid applicants Number of Erpllen e
tions for employment for employment employment cases
Year-on-year Year-on-year Year-on-year Year-on-year
difference difference difference difference

1998 78,489 1.9 115,848 12.8 25,653 -9.4 327 -4.1
1999 76,432 -2.6 126,254 9.0 26,446 3.1 34.6 1.9
2000 77,612 1.5 131,957 4.5 28,361 7.2 36.5 1.9
2001 83,557 7.7 143,777 9.0 27,072 -4.5 324 -4.1
2002 85,996 29 155,180 7.9 28,354 4.7 33.0 0.6
2003 88,272 2.6 153,544 -1.1 32,885 16.0 37.3 43
2004 93,182 5.6 153,984 0.3 35,871 9.1 38.5 1.2
2005 97,626 4.8 146,679 -4.7 38,882 8.4 39.8 1.3
2006 103,637 6.2 151,897 3.6 43,987 13.1 42.4 2.6
2007 107,906 4.1 140,791 -7.3 45,565 3.6 422 -0.2

Source: Ministry of Health, Labour and Welfare, Employment Security Services Statistics

V-7 Changes in the Number of Employment Cases and of New Applications for Employment

(Cases) (%)
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Source: Ministry of Health, Labour and Welfare, Employment Security Services Statistics
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Policy on Equal Employment Opportunity between Men and Women

More than 20 years have now passed since the
enactment of the Act on Securing, etc. of Equal
Opportunity and Treatment between Men and
Women in Employment (hereinafter referred to
as the “Equal Opportunity Act”) in 1985, and the
intervening period has seen major advances in
the development of related legislation. In 2006,
the act was revised to expand the scope of prohi-
bition of sexual discrimination (to prohibit, for
example, certain forms of indirect discrimination),
prohibit prejudicial treatment on the grounds of
pregnancy or childbirth, etc., and require the in-
troduction of measures to prevent sexual dis-
crimination, and so forth.

The proportion of women in the total labor
force population has risen from 39.7% in 1985 to
41.4% in 2007, and women’s share of managerial
positions (assistant manager level or above) has
also risen from 2.5% in 1985 to 8.2% in 2007.

Despite these increases, however, there re-
main large numbers of women who leave work
for such reasons as to have or look after a child,
making it difficult for them to continuously de-
velop their careers. It is also difficult for many
women to put in the long working hours that are
often required of core workers, who tend to be
men. Further action is therefore being taken to
ensure the proper implementation of the Equal
Opportunity Act, which, among other things,
prohibits discriminatory treatment at every stage
of employment management, provides for posi-
tive action (voluntary action by enterprises to
eliminate the gender gap that arises in practice),
and requires that employers endeavor to ensure
de facto equality of opportunity by promoting
measures to help workers to balance the de-
mands of work and home when caring for chil-

dren or relatives requiring nursing care.

In order to ensure compliance with the Equal
Opportunity Act, the equal employment offices in
the prefectural labor bureaus established in each
prefecture as local agencies of the Ministry of
Health, Labour and Welfare engage in the fol-
lowing activities:

1. Active dissemination of information about
the Equal Opportunity Act and provision of
consultation services regarding discrimina-
tory treatment due to sex in recruit-
ment/hiring, assignments, promo-
tions/demotions, education and training,
uniform welfare packages, changes in job
category and form of employment, encour-
agement to retire, mandatory retirement,
dismissal, renewal of labor contracts, and
sexual harassment in the workplace.

2.  Advice, guidance, and recommendations by
the heads of prefectural labor bureaus and
mediation by the Equal Opportunity Media-
tion Commission to promote the swift reso-
lution of disputes between workers and em-
ployers regarding equal treatment, etc.

3. Proactive guidance based on the Equal Op-
portunity Act to ensure equal treatment of
the sexes and monitoring of the actual state
of employment management by enterprises.

In addition to the above, enterprises that take
positive action are publicly recognized and in-
formation about them is provided via websites
and email newsletters to encourage such action,
and conferences to promote women’s involvement
in management and the workforce are organized
in collaboration with employers’ associations to
encourage employers to take positive action on

their own initiative.
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Promotion of Part-time Work Policies

Entry into Effect of the Revised Part-
time Work Act

The number of part-time workers has risen in
recent years, and an increasing number are play-
ing core roles in the workplace (including in
managerial positions) as well as the more con-
ventional auxiliary role of part-timers. At the
same time, however, part-time workers are not
always treated commensurately, and the need to
eliminate unreasonable differences in pay and
other treatment between part-time and perma-
nent employees and secure fair recompense
commensurate with their work and contributions

has consequently emerged as an issue. It was to
address this that the revised Act on Improvement,
etc. of Employment Management for Part-time
Workers (hereinafter referred to as the “revised
Part-time Work Act”) entered force on April 1,
2008, in order to ensure balanced treatment be-
tween part-time and ordinary workers on the ba-
sis of the work that they actually do and to pro-
mote part-timers’ movement into ordinary em-
ployment and so develop an employment envi-
ronment in which part-time workers can more
effectively exhibit their skills and abilities.

V-8 Outline of Revised Part-time Work Act

of failure to do so)

request by part-time workers

2 Promotion of balanced treatment

cilities, etc.

3 Facilitation of transition to ordinary employment
cilitate the transition to ordinary employment:

advertised for ordinary workers

tural labor bureaus)

(2) Prohibition in particular of discriminatory treatment of part-time =
workers who are equivalent to ordinary workers

1) Notification of part-time workers of the details of any positions

2) Provision of opportunities for existing part-time workers to apply
for any ordinary positions advertised internally

3) Introduction of measures, such as examination arrangements
for part-time workers, to assist their transition to ordinary status

4 Assistance with resolution of complaints and disputes

(1) Introduction of obligation to endeavor to voluntarily resolve complaints
(2) Development of administrative alternative dispute resolution (advice and mediation by the heads of prefec-

[ Establishment of shared rules in the workplace to suit diversified forms of employment

1 Obligation to document and explain working conditions
(1) Introduction of obligation to set working conditions down in writing (subject to administrative fine in the event

(2) Introduction of obligation to explain the matters taken into consideration when determining pay, etc. upon

(Development of rules for determining fair treatment commensurate with work and contribution)
(1) Introduction of obligation to act to ensure balanced treatment of
all part-time workers compared with ordinary workers in respect
of wages, education, training, and use of corporate welfare fa-

Realization of fair
treatment

Introduction of obligation to take any of the following measures to fa-

Improvement of
labor productivity

Date of entry into effect: April 1, 2008
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Action to Ensure Balanced Treatment

Prefectural labor bureaus’ employment equal-
ity offices publicize the revised Part-time Work
Act by such means as organizing group briefings
for employers and distributing pamphlets to la-
bor-management organizations. They also 1) pro-
vide consultations for part-time workers, 2) give
administrative guidance following consultations
or scheduled visits to business establishments,
and 3) assist with dispute resolution upon re-
quest by workers and employers.

Support for Employers Engaging in Pro-
viding Balanced Treatment
Prefectural labor bureaus’ employment equal-

ity offices are staffed by experts in personnel and
labor management, and provide advice on how to
treat part-time and ordinary workers in a bal-
anced manner in practice and improve the tran-
sition from part-time to ordinary status. They
also help employers to improve their employment
management in compliance with the law. Subsi-
dies for employers who work to improve treat-
ment of part-time workers are at the same time
being expanded and action is being taken to en-
sure balanced treatment of part-time workers in
order to promote the improvement of employ-
ment management in accordance with the re-

vised law.

V-9 Changes in the Number and Percentage of Part-time Workers (People Who Work Less Than 35
Hours per Week) in Industries besides Agriculture and Forestry

(10,000 persons)

(%)
50

1,600
407 40.6 417 428
1,400 |
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130 |
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Sources: Labour Force Survey, Statistics Bureau, Ministry of Internal Affairs and Communications
Notes: Excludes employees on leave.

Percentage of women among part-time workers 68.0%

Percentage of part-time workers among all employees 26.1%
Percentage of part-time workers among female employees 42.6%
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Fixed-Term Employment Measures

Present State of Non-regular Workers
including Fixed-term Contract Workers
The workers who fall under the category of
non-regular employment are called by a variety
of names, including part-timers, dispatched
workers, contract workers, and “entrusted em-
ployees” (shokutaku). Younger age groups have
led the growth in this category in recent years,
giving rise to concern about their instability of
employment and lack of opportunity to develop
vocational skills. The number of non-regular
workers rose by 7.45 million from 9.86 million in
1993 to 17.31 million in 2007, including an in-
crease of approximately 0.66 million in the num-
ber of contract and entrusted employees, who are
employed on fixed-term contracts, from some 2.30
million in 2002 to 2.96 million in 2007. Despite
the absence of statistical figures, it may be sur-
mised from this that the number of fixed-term
contract workers working the same weekly
scheduled working hours as ordinary workers
(hereinafter referred to as “full-time fixed-term
contract workers”) is also increasing.
Commentators have pointed to two factors be-
hind this increase in fixed-term contract workers:
on the one hand, moves by enterprises to reduce
personnel costs and increase variable costs in-
stead in response to intensifying competition and
increasingly uncertain market conditions due to
globalization and technological advances; and, on
the other hand, employers’ catering to the diverse
needs of workers. As well as this quantitative in-
crease, there is occurring a qualitative change in
the functions of fixed-term contract workers. The
expertise and responsibilities required of
fixed-term contract workers in their work, for
example, are on a par with or exceed those of
permanent employees at many business estab-

lishments, suggesting that fixed-term contract
workers are fulfilling the managerial and super-
visory functions formerly played by permanent
employees, and that they are playing an increas-
ingly core role in the workforce.

Improvement of Employment Manage-
ment of Fixed-term Contract Workers

Against this background, measures are being
taken to improve the employment management
of part-timers and dispatched workers in line
with the relevant legislation, and systems are
undergoing revision. However, full-time
fixed-term contract workers have yet to be placed
within the scope of application of legislation on
the improvement of employment management of
part-time workers (Part-time Work Act) or the
support measures provided thereunder, and suf-
ficient steps are not being taken to improve their
employment management.

In order to improve the employment man-
agement of fixed-term contract workers, there-
fore, the following guidelines (see V-10) have
been prepared based on related labor legislation
targeting mainly full-time fixed-term contract
workers who have renewed their contracts sev-
eral times:

1. Action that employers are required to take
2. Action that employers are urged to consider
in order to improve employment management

Public employment security offices around the
country are actively informing and advising em-
ployers and other relevant organizations about
these guidelines, and are at the same time
working to improve employment management
through the provision of subsidies to small and

medium enterprises.
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V-10 Outline of Guidelines on Improvement of Employment Management of
Fixed-term Contract Workers

1 Purpose
full-time fixed-term contract workers

2 Coverage

To indicate what employers should do or consider to improve the employment management of

3 Required action regarding employment of 4 For better employment management of

fixed-term contract workers

Attention must be paid to the following in accordance with
related labor legislation (Labor Standards Act and Labor Con-
tract Act, etc.).

(1) Development of employment environment taking into

consideration stable employment relations

O Written indication of the term and possibility of renewal
of contracts when entered

@ Attention to term of contracts

@ Observance of employment agreements

@ Advance notice of non-renewal and indication of rea-
sons

® Prohibition of prejudicial treatment on grounds of preg-
nancy or childbirth, etc.

(2

1

1

|

I

|

1

|

I

|

1

|

I

|

1

1 (2) Improvement of working conditions, etc. 3
1 D Explicit working conditions, etc.
1 @ Development of employment regulations
1 @ Attention in principle to balance between demands of
1 work and private life

1 @ Balanced treatment of part-time and ordinary workers
| ® Provision of annual paid leave
1

|

I

|

1

|

I

|

1

|

I

|

1

|

I

|

1

|

I

|

© Provision of childcare and nursing care leave, etc.
(3

~

Concern for career path, etc. (hiring as permanent
employees)
Measures to promote transition to ordinary status

(4

~

Provision of opportunities for training and skills de-
velopment

Employers should strive to provide training according to
job content and performance, motivation, ability, and ex-
perience taking into consideration balance with ordinary
workers

(4

(5) Legal compliance
(6) Informing of workers about legislation

5

128 Labor Situation in Japan and Analysis: General Overview 2009/2010

~

~

~

~

fixed-term contract workers

The following matters should be taken into consideration as
necessary and appropriate in order to improve employment
management

(1) Development of employment environment taking into

consideration stable employment relations
Assistance with finding reemployment in the case of dis-
missal or non-renewal of contracts

Improvement of working conditions, etc.

O Appropriate description of working conditions at the
time of recruitment and hiring

@ Consultation service and personal interviews regarding
work content and treatment, etc.

© Attention to the aims of the Work-Life Balance Charter

Concern for career path, etc.

@D Indication of concrete, clear, and diverse career paths

@ Evaluation of job content and performance, and reflec-
tion of results in pay, etc.

® Appropriate pay, etc. in light of skills, experience, and
length of service as a fixed-term worker following hiring
as a permanent employee

@ Consideration of creation of employment categories
with limited duties and transfer requirements but no
fixed term of employment

® Provision of job experience opportunities to facilitate
transition to permanent employment

© Provision of training for freeters and other young peo-
ple

Provision of opportunities for training and skills de-

velopment

(D Provision of planned training, etc.

@ Provision of leave and time off to take vocational skills
examinations

@ Provision of information and opportunities for consulta-
tions regarding skills and knowledge required for per-
formance of duties

@ Smooth transition to permanent status through worker
training

Development of arrangements for legal compliance

Development and improvement of arrangements for labor

management, etc. to enable rigorous legal compliance
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Measures regarding Dispatched and Subcontracted Workers

1985 saw the enactment of the Act for Secur-
ing the Proper Operation of Worker Dispatching
Undertakings and Improved Working Conditions
for Dispatched Workers (hereinafter referred to
as the “Worker Dispatch Act”), which unbundled
services using workers employed by dispatchers
from the labor supply services prohibited under
the Employment Security Act to establish a new
category of “worker dispatch undertakings,”
which are allowed to provide workers in certain
job categories based on such factors as the degree
of expertise required and the specificity of em-
ployment management to the job or industry con-
cerned.

The enactment of this act was prompted by
the parallel growth in demand for workers to fill
specialist positions within enterprises and the
demand from workers for more flexible working
patterns, which was resulting in more enter-
prises dispatching workers in their employ to
work at other enterprises despite the prohibition
of labor supply services. In some cases, work was
in practice being rolled into that performed at the
client despite being treated as subcontracting,
making it unclear with whom responsibility lay
and hindering worker protection. This piece of
system was therefore introduced to assist the
swift and appropriate matching of supply and
demand for labor while helping to stabilize
worker protection and employment, and this was
achieved by instituting worker dispatch under-
takings as a means of adjusting labor supply and
demand, and establishing the necessary rules for
such undertakings mindful of the need for har-
mony with Japanese employment practices and
paying attention to ensuring that the system
would not result in dispatched workers taking
the jobs of regular employees.

The core thinking underlying this system re-
mained the same despite the deregulation of the
scope of job categories covered by the act’s revi-
sion in 1999, and it was positioned as a means of

adjusting supply and demand for temporary la-
bor through the imposition of limits on how long
dispatched workers could be used by client en-
terprises in order to ensure that they would not
be used to replace regular employees.

The dispatch period was subsequently ex-
tended to three years in the newly included job
categories in 2003. The prohibition of used of
dispatched workers in physical manufacturing
was also lifted, resulting in large increases in the
number of dispatchers and clients to 70,066 and
1,269,823 respectively as of FY2007. The number
of dispatched workers, too, has increased consid-
erably to 3.81 million overall (equivalent to 1.74
million regular workers) as of the same year.

These large increases appear to have been
driven by the needs of both management and la-
bor. Among dispatched workers, reasons for
choosing this form of work include both the posi-
tive (being able to choose what work to do and
the ease of finding work immediately) and the
negative (inability to find permanent employ-
ment).

At the same time, the number of cases of
guidance and supervision of clients has grown
considerably, and the rise in the proportion of
cases of clients being subjected to supervision in
the form of guidance has been especially notice-
able. Two particular kinds of violation that have
emerged as a problem have been “bogus subcon-
tracting” by enterprises seeking to evade the re-
strictions imposed by the Worker Dispatch Act,
and the “daily hire” dispatch of workers for ex-
tremely short periods.

Non-regular employment as a whole is also
increasing, accounting for over 30% of total em-
ployment. With the problem of the disparities
between regular and non-regular workers fre-
quently drawing attention, the instability of em-
ployment of registered dispatched workers in
particular, disparities in working conditions be-
tween dispatched and regular workers, and the
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risk of remaining trapped in non-regular em-
ployment are also generating concern.

While the evidence thus shows that worker
dispatching has become established and is ful-
filling a certain function as a mechanism for ad-
justing labor supply and demand, there remain
several issues to be addressed, including the sta-
bility of employment, improvement of treatment,
and handling of legal violations (including viola-
tions committed by clients). Action is therefore
being taken in response by, for example,
strengthening guidance and supervision and
making revisions to the system.

In the subcontracting business, problems have
been observed in manufacturing in particular,
including violations of labor legislation such as
the Worker Dispatch Act (especially the problem
of bogus subcontracting), the need to improve

working conditions and treatment, and workers’
unclear career path in these workplaces. To ad-
dress these problems, a set of guidelines and
check sheet were formulated in 2007 to indicate
what measures subcontractors and clients should
take to rectify the situation regarding subcon-
tracting and improve employment management
in manufacturing. The Manufacturing Subcon-
tracting Improvement Council, made up of rep-
resentatives of subcontractor groups, manufac-
turers (clients), and academics, was also estab-
lished to raise knowledge and awareness of these
guidelines and the check sheet by organizing
seminars, selecting and supporting model busi-
nesses that use them to improve and rectify their
own employment management practices, and

providing consultation services using them.
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Public Employment Service
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The basic purposes of Public Employment Se-
curity Offices, which are located in approxi-
mately 550 locations all over Japan (including
branch offices), are to provide job seekers with
the most suitable job opportunities according to
their wishes and abilities and to introduce the
most appropriate personnel to employers who are
looking for employees.

The Public Employment Security Offices are
connected online throughout Japan, and offer
service using the Comprehensive Employment
Information System to provide information about
job vacancies and job searches immediately
through computers.

In addition, in order to respond appropriately
to the recently diversifying needs of users, we
have strengthened our agencies by introducing
service such as following measures and opera-

tions.

Bank of Human Resources

The Public Employment Security Offices es-
tablished 12 Banks of Human Resources in major
cities to introduce able personnel to medium- and
small-sized companies and to promote the em-
ployment of the elderly. The Bank of Human Re-
sources deals primarily with administrative,
professional, and technical positions.

Part-time Job Bank

Public employment security offices have es-
tablished 66 “Part-time Job Banks” (as of
FY2008) in convenient areas, such as station
terminals in major cities, in order to offer com-
prehensive job placement services to people
seeking part-time employment.

Mothers’ Hello Work, Mothers’ Salons,
and Mothers’ Corners
“Mothers’ Hello Work” public employment se-

curity offices have been established in 12 loca-
tions since FY2006 to serve as child-friendly
centers of advice for mothers who seek jobs.
These provide information on childcare in col-
laboration with local governments and related
agencies, and give access to joined-up support
provided by personal advisers who keep track of
each job seeker’s situation. These have been
joined by the establishment since FY2007 of 36
“Mothers’ Salons” in the main public security
employment offices in prefectures without Moth-
ers’ Hello Work centers, and the establishment
since FY2008 of 60 “Mothers’ Corners” in em-
ployment offices in hub cities in regions that
have yet to join the program.

Hello Work Plaza

Hello Work Plazas have been opened in 60 lo-
cations (as of FY2008) to help link up job seekers
and employers by providing a comprehensive
range of employment support services, including
direct access to job search engines and employ-
ment placement services so that job seekers can
search from a wide range of employment infor-

mation themselves.

Comprehensive Support Center for
Student Employment, Student Employ-
ment Centers and Counseling Offices
The Public Employment Security Offices es-
tablished these institutions for the specific pur-
pose of providing employment support to gradu-
ating students as well as unemployed graduates.
These institutions offer employment counseling
to provide not only a variety of employment in-
formation but also to offer supplemental assis-
tance to job introduction services offered by uni-

versities and other institutions.
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Employment Measures for Foreign Workers

Basic approach to Employment Meas-
ures for Foreigners

The basic approach to employment measures
for foreigners under the present legislative
framework is to determine the scope of accep-
tance of foreign workers taking into comprehen-
sive consideration the “effects on Japanese in-
dustry and public welfare” (Immigration Control
and Refugee Recognition Act).

Further indication is provided in the Basic
Guidelines on Employment Policy, drawn up to
map out the mid-term direction of employment
policy over the next five years or so, which state
that the employment in Japan of foreigners in
specialist and technical fields should be actively
promoted, and action should be taken to attract
high-quality international students and help
them to find employment in Japan, and to im-
prove the work environment faced by foreign
workers.

The Employment Countermeasures Act, re-
vised in 2007, specifies in addition that the Gov-
ernment should take measures to promote the
employment of foreigners in specialist and tech-
nical fields, improve the employment manage-
ment and promote the reemployment of foreign-
ers, and prevent their illegal employment. It also
makes it mandatory for employers to endeavor to
improve their employment management and as-
sist the reemployment of foreign workers, and to
submit notification regarding their state of em-
ployment of foreigners. In line with the Employ-
ment Countermeasures Act, the Minister of
Health, Labour and Welfare has issued a notice
establishing guidelines concerning the measures
that employers should take to improve their em-
ployment management of foreign workers and to
ensure their proper treatment (hereinafter re-
ferred to as the “Foreign Worker Employment
Guidelines”).

While the view has been expressed in some
quarters that the intake of foreign workers

should be expanded owing to concerns about fu-
ture labor shortages, there is a risk that this
could worsen the dual structure of the labor
market and impede improvements to labor condi-
tions and, in turn, the matching and securing of
human resources. Rather than simply expanding
the scope of acceptance of foreign workers, there-
fore, it is important that action should first be
taken to enable more young people, women, older
people, people with disabilities, and so on to par-
ticipate in Japan’s labor market.

Present Situation regarding Foreign Workers
and Issues to Address

Statistics on Nikkei (emigrants from Japan
and their descendants) and other foreign resi-
dents of Japan indicate that the bulk are in un-
stable forms of employment, such as dispatch
and subcontracting employment, and that many
are also not enrolled in social insurance, making
it necessary to improve employment manage-
ment by monitoring their state of employment
and enhancing guidance for employers based on
the Employment Countermeasures Act and For-
eign Worker Employment Guidelines.

There are also signs that, under the present
social and economic conditions, these foreign
resident workers are being made the target of
severe employment adjustment. As such workers
are not proficient in Japanese, are unfamiliar
with Japanese employment practices and labor
legislation, and lack sufficient work experience,
they face extremely difficult circumstances if
they lose their jobs, and appropriate support is
required to secure their stable employment as
soon as possible.

Regarding foreigners in specialist and techni-
cal fields, on the other hand, support services
(including assistance to international students to
help them find jobs in Japan) are provided via a
nationwide network centered on foreigner em-
ployment service centers in Tokyo, Osaka, and
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Aichi. Despite the wide range of residence sta-
tuses allowing foreigners in specialist and tech-
nical fields to find employment with Japanese
enterprises, including “engineer” and “specialist
in humanities/international services” categories,
their employment has yet to be make much
headway due to differences in outlook between
foreign workers and employers, and disparities in
desired treatment and career development paths.

Improvement of Employment Environ-
ment Faced by Nikkei and Other For-
eign Residents, Support in the Event of
Job Loss, and Promotion of Employ-
ment of Foreigners in Specialist and
Technical Fields

Employment support and assistance with
daily living tailored to local conditions are pro-
vided through accurate monitoring and analysis
of the employment and unemployment conditions
of Nikker by public employment security offices
and municipalities based on a combination of in-
formation culled from the system of notification
of foreigner employment status and information
obtained over the counter by these agencies,
mainly in areas in which Nikkei residents are
concentrated.

Public employment security offices also pro-
vide advice and guidance in a planned and expe-
ditious manner to assist the improvement of em-
ployment management and reemployment in ac

cordance with the Foreign Worker Employment
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Guidelines. More specifically, they publicize and
raise awareness of labor and social insurance and
labor-related legislation, and provide guidance
and information to employers to help maintain
employment, discourage them from seeing layoffs
as the easy option, and assist them in their ef-
forts to find reemployment for foreign workers.
They are also pursuing improvements in the
work environment faced by foreigners by, for
example, assisting the career development of
young Nikkei without jobs.

To promote the employment of foreigners in
specialist and technical fields, employment sup-
port (including assistance to help international
students to find jobs in Japan) is provided in Ja-
pan in collaboration with agencies such as uni-
versities and local governments using a nation-
wide network center centered on foreigner em-
ployment service centers. Support is also being
provided for activities to improve the employ-
ment management of foreigners at enterprises
and ensure maximum use of their abilities and
retention of foreign workers.

In addition, under the “Plan for 300,000 Ex-
change Students (Outline)” developed by the
ministries and agencies concerned, collaboration
with universities and business groups is to be
enhanced and internships for international stu-
dents promoted in order to encourage more
high-quality international students to take up
employment in Japan.
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V-1

Categories of Foreigners Working in Japan

/

Main statuses of residence corresponding to

"specialist and technical fields"

Status of resi-
dence

Examples

Mechanical and systems engineers

Clerical work (planning, sales, accounts, etc.)
Language instructors at English conversation
schools, etc., interpreters/translators, designers

a-compa Transferees from foreign offices and the same
ansferee status as the two above categories
Foreign cooks, foreign architects, jewelers, pilots,
sports instructors
Professor University professors
Investor/

business man-
ager

Executives and managers of foreign-affiliated
enterprises

Legal/
accounting Lawyers, accountants
services
Medical Doctors, dentists, nurses, pharmacists, medical
services radiologists
Researchers at government-affiliated and private
Researcher L
institutes, etc.
Instructor Senior and junior high school language instruc-

tors
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V-12 Basic Approach to Employment Measures for Foreigners

Immigration Control and Refugee Recognition Act
The scope of acceptance of foreign workers is determined taking into overall consideration the “effects on Japanese industry and public wel-
fare.”

émployment Measures Law (amended June 2007, effective October 1, 2007) \

+ Specifies that the Government should:
Promote the employment of foreigners in
specialist and technical fields
Promote the improvement of employment
management and reemployment of foreigners
Prevent illegal employment

NS

+ Employers are required to endeavor to improve employment management and
assist the reemployment of foreign workers, and to submit notification of their
employment of foreigners.

* Foreign Worker Employment Guidelines were established by the Minister of
Health, Labour and Welfare to identify what measures that should be taken by
employers under the Employment Countermeasures Act. /

/ Basic Guidelines on Employment Policy

(Minister of Hea!th Labour and Welfare notice, February 20.08)

—————————————h\
e

* Expansion of acceptance of foreign work-
ers such as unskilled labor would worsen |

...

Active promotion of employment in
Japan of foreigners in specialist
and technical fields to enhance
international competitiveness

Improvement of working conditions
of foreign workers based on com-
prehensive action for “foreigners as
residents” (Inter-ministry Council on
Foreign Worker Issues, December
2006) and Foreign Worker Employ-
ment Guidelines, etc.

the dual structure of the labor market, im- !
pede improvements to working conditions,

and in turn hinder the filling of vacancies 1
and securing of human resources. 1
In order to secure the necessary supply of |
labor, it is important to first enable more |
Japanese young people, women, and older 1

—— . ————

\J

R e e

\ people to participate in the labor market. y

ﬂupport for foreigners in specialist
and techmju,a‘l fields

o ™

* Promotion of employment of foreigners in
specialist and technical fields using nation-
wide network centered on foreigner employ-
ment service centers (Tokyo, Aichi, Osaka).

Promotion of domestic employment of interna-
tional students in collaboration with universi-
ties, etc. Organization of internship programs

for international students.

//

Measures to ensure the proper and stable \
employment of foreigners

ﬂ?alsmg of knowledge and awareness of Foreign Worker Employmen \
Guidelines among employers and promotion of improvement of employ-
ment management of foreign workers through provision of guidance to
establishments in line with guidelines.

« Tailored support provided by personal advisers ( “Nikkei Employment
Promotion Navigators” ) at public employment security offices in regions
with high concentrations of Nikkei residents to help Nikkei to escape from
unstable employment (nine locations: Ota, Matsumoto, Ogaki, Minokamo,
Hamamatsu, Toyohashi, Toyota, Kariya, Yokkaichi), combined with sup-
port to eliminate non-employment of Nikkei children through the provi-
sion of personal vocational guidance and instruction to raise vocational

vwareness_ j/

Raising of knowledge and awareness of system of notification of state of employment of foreigners
(as part of employer compliance)
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Promotion of Measures to Assist Work-Life Balance

Charter and Action Guidelines to Pro-
mote Work-life Balance

Following deliberations by the Top-level Pub-
lic/Private Council on the Work-Life Balance,
consisting of relevant Cabinet ministers, experts,
and representatives of business, labor, and local
government, a “Work-Life Balance Charter” and
“Action Guidelines to Promote the Work-Life
Balance” were established on December 18, 2007.
In the years ahead, society as a whole needs to
take positive action based on this Charter and
Action Guidelines (For the full text of the Char-
ter and Action Guidelines, see the Cabinet Office
website: http://www8.cao.go.jp/wlb/charter/char-
ter.html).
1) Work-Life Balance Charter

The Charter maps out the overall course of

national measures, defining a society in which
work and family life are balanced as “a society in
which each and every citizen can work and fulfill
his or her responsibilities in the workplace while
enjoying a sense of worth and fulfillment and at
the same time being able to choose and realize
various lifestyles at each stage of life—including
during parenting and in middle and old age—in
regard to their lives at home and in the commu-
nity.” In line with this definition, the roles of in-
terested parties are described as follows: (1) en-
terprises and workers should endeavor to work
together to raise productivity and take voluntary
action to change mindsets and cultures in the
workplace and reform ways of working; (2) citi-
zens should consider how to balance their own
work and family lives and play an active role in
the home and the community; (3) the Govern-
ment should take active steps to promote and
support the development of social momentum,
establishment of an institutional framework, and
development of necessary conditions; and (4) lo-
cal governments should develop innovative
measures tailored to conditions in their own lo-
cales.

2) Action Guidelines to Promote the Work-Life

Balance

The Action Guidelines set forth principles for
effective action by employers and workers and
measures for implementation by the central and
local governments. To promote voluntary action
in society as a whole, 14 numerical targets are
set for attainment in five and 10 years’ time, in-
cluding targets for the labor force participation
rates for young people, women, and older people,
the proportion of employees working at least 60
hours per week, and the proportion of women
remaining in employment after having their first

child.

Promotion of Measures to Assist Work-
life Balance
1) Promotion of reform of working patterns
Following the Charter and Action Guidelines,
the Ministry of Health, Labour and Welfare
(hereinafter referred to as the “MHLW”) is pur-
suing the reform of working patterns throughout
society in order to promote the work-life balance.
Measures being pursued include the development
of social momentum through national campaigns,
and measures to encourage enterprises to limit
working hours and ensure that employees take
the annual paid leave to which they are entitled.
More specifically, 10 of Japan’s leading so-
cially influential enterprises have been selected
as models to raise public awareness of the state
of implementation and effects of such measures,
and independent action by workers and employ-
ers is being encouraged through such measures
as a program of support for the establishment of
improved working hours and provision of subsi-
dies to encourage enterprises to establish im-
proved working hours and other working condi-
tions. The Guidelines for Revision of Working
Hours and Other Conditions were also revised to
reflect the Charter and Action Guidelines, and
these entered effect on April 1, 2008.
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2) Promotion of measures to support balance of
work and home

The Japanese birthrate is declining rapidly,
and developments such as the decline of the eco-
nomically active population and the impact on
the social security system are likely to seriously
affect Japan’s society and economy in the future.

In order to eliminate the dilemma of having to
choose between work on the one hand and mar-
riage and having children on the other, which is
considered to be a cause of the decline in Japan’s
birthrate, and so arrest its rapid decline, the
Government unveiled its “Priority Strategy of a
Japan that Supports Children and their Fami-
lies” in December 2007. This calls for measures
on two fronts to assist the work-life balance and
to establish social infrastructure such as child-
care services.

Due to the particular difficulty of juggling
work and family when raising children and car-
ing for older relatives, measures to assist the
balancing of work and family life are important
to promote the work-life balance.

The Action Guidelines establish the following
targets to be achieved by FY2017: 565% of women
remaining in employment before and after hav-
ing their first child, and 10% of men and 80% of
women taking childcare leave. To meet these tar-
gets and help people to balance the demands of
work with family needs such as childcare and
nursing care, therefore, the MHLW is taking the
following concrete action.

(1) Raising of awareness and compliance with
the Child Care and Family Care Leave Act

The Child Care and Family Care Leave Act
provides for systems of childcare leave, nursing
care leave, and leave for nursing children, limi-
tation of overtime and night labor, shortening of
working hours, and other such measures by em-
ployers, and action is being taken to raise
awareness and provide advice and guidance on
these provisions to employers and workers.

A proposal was also made by the Labour Pol-
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icy Council in December 2008 that the childcare

and nursing care leave systems be revised to

make shortened work hours mandatory while
caring for children and to introduce measures to
encourage men to take childcare leave.

(2) Promotion of measures by enterprises to
support the development of the next genera-
tion
The Act for Measures to Support the Devel-

opment of the Next Generation makes it manda-

tory for enterprises with at least 301 regular
workers to draw up “ordinary business action
plans” specifying measures to help workers to
balance work and childcare and to notify the

Minister of Health, Labour and Welfare of them.

Enterprises that develop and implement appro-

priate action plans and meet certain require-

ments, such as attainment of their objectives, are
accredited by the Minister of Health, Labour and

Welfare and allowed to use the “Kurumin” mark

in recognition of their family friendliness.

To encourage further action by enterprises,
the Act for Measures to Support the Development
of the Next Generation was revised in 2008 to
expand the obligation to prepare and submit no-
tification of ordinary employer action plans from
enterprises with at least 301 regular workers to
those with at least 101. It was also made man-
datory to disclose and inform employees of such
plans.

(3) Support for development of workplaces that
facilitate the work-life balance
In addition to (1) and (2) above, the Govern-

ment is working to develop conditions that fa-

cilitate the balancing of work and personal life
through such measures as providing various sub-
sidies to enterprises that promote balance, en-
couraging the spread of “family-friendly enter-
prises” through the “Equality and Work-Life

Balance Enterprises Recognition” program, and

supporting the reemployment of workers who

have left the workforce to care for children or
relatives.
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n Minimum Wages

Purpose of System

The minimum wage system is a system by
which the Government establishes legally en-
forceable minimum amounts for wages that at
least employers must pay workers.

The stated objective of the Minimum Wage Act
(hereinafter referred to as the “Act”) is “to im-
prove the working conditions of low-paid workers
by guaranteeing minimum amounts of wages and
thereby to contribute to stabilizing workers’ liv-
ing, raising the quality of the labor force, and
securing fair competition among undertakings,
as well as to promote the sound development of
the national economy” (Article 1 of the Act).

Methods of Determination and Types of
Minimum Wage

In Japan, minimum wages are determined
based on investigation and deliberation by
minimum wage councils. This is called the “coun-
cil method.”

* Another method of determining minimum
wages, called the “expanded collective labor
agreement method,” was discontinued under
revisions to the Act effective from 2008.
Minimum wages are of three kinds—regional,

industrial, and occupational—of which two are
presently set: 1) regional minimum wages and 2)
industrial minimum wages.

1) Regional minimum wages
(All 47 prefectures had regional minimum
wages in FY2008. These covered approxi-
mately 50 million workers, and the weighted
average amount was 703 yen.)

Regional minimum wages are determined at
the level of each prefecture and accordingly
named after the prefecture. As a rule, they apply
to all workers working at establishments and all
employers employing even just one worker in the
prefecture concerned.

2) Industrial minimum wages
(There were 251 industrial minimum wages
in FY2008, covering approximately 3.81 mil-
lion workers. The weighted average amount
was 786 yen.)

Almost all industrial minimum wages (249 of
the total) are established for a specific industry in
a given prefecture, and accordingly named after
the prefecture and industry concerned. One
minimum wage covers a specified industry na-
tionwide, and is named accordingly.

Following the recommendations of the Central
Minimum Wage Council dated July 29, 1981, and
February 14, 1986, industrial minimum wages
are established where the employers and workers
concerned consider it necessary for wages to be
higher than the regional minimum in order to
improve working conditions and ensure fair busi-
ness competition. (247 “new industrial minimum
wages” of this kind have so far been set.)

The “former” industrial minimum wages set
before these recommendations were made have
not, with the exception of those replaced by new
equivalents, been revised since 1989, and have
been phased out as they have fallen below the
regional minimum wage. Presently only three

minimum wages of this kind remain.

Standards for Determination of Mini-
mum Wages

Minimum wages are established taking into
all-round consideration three factors: 1) workers’
cost of living, 2) workers’ wages, and 3) the ca-
pacity of normal industries to pay wages. When
considering the first factor, consideration is
shown for consistency with measures pertaining
to public assistance to enable workers to main-
tain the minimum standards of wholesome and
cultured living (Article 9 of the Act).

138 Labor Situation in Japan and Analysis: General Overview 2009/2010



Revision of Minimum Wage Rates

Since 1978, guideline increases to regional
minimum wages have been presented every year
by the Central Minimum Wage Council to the
regional minimum wage councils in order to en-
sure consistency nationwide. The Regional
Minimum Wage Councils then consider revisions
to the regional minimum wage in their area
based on local conditions and taking these guide-
lines into consideration.

Industrial minimum wages are revised after
deliberation by a minimum wage council where it
deems this necessary following a request by a
representative of some or all workers or employ-
ers (Article 15, Paragraph 1 of the Act).

Expression of Minimum Wage

Minimum wages are presently expressed in
the form of an hourly rate as provided for by Ar-
ticle 3 of the Act. (However, some industrial
minimum wages are expressed as both a daily
rate, as in the past, and as an hourly rate: the
daily rate applies to those workers in the indus-
tries concerned who are paid a daily wage, and
the hourly rate applies to those paid an hourly or
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monthly wage. Following the entry into effect of
the revised Act in 2008, minimum wages ex-
pressed as daily rates must also be expressed as
an hourly rate when next revised.)

In order to determine whether the wage actu-
ally paid meets the minimum wage, therefore,
the actual wage received less the allowances for
dependents, etc. shown in 5 is compared with the
minimum wage by the appropriate method
shown below according to the mode of payment of
wages (Article 2 of the Rules).

1) Hourly wage Hourly wage > minimum
wage (hourly rate)
2) Daily wage Daily wage / scheduled work-
ing hours per day > mini-
mum wage (hourly rate)
(Daily wage > daily rate of
minimum wage in the case of
industrial minimum wages
to which a daily rate applies)
3) Monthly wage Wage is converted to an
amount per hour and com-
pared with the minimum

wage (hourly rate)

V-13 Minimum Wages (Weighted National Average)

Minimum wage by prefecture
Minimum wage by industry

(As of October 1, 2008, yen)
Hourly rate
703
786
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V-14 Methods Used to Set Minimum Wages
(Minimum Wages Set through Minimum Wage Council Investigation and Deliberation)

Central minimum wage council Regional minimum wage council
[ Consideration for guideline] [ Consideration for regional minimum wage]
Request for Request for
deliberation deliberation

} |

Investigation and
deliberation
1 Investigation and
Present guideline deliberation
Drafting of a report >

!

Drafting of a report

!

Decision

}

Publication of the
decision

I

Implementation
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Industrial Safety and Health Measures and Workers’ Accidents Compensation

Insurance System

Trends of Industry Accidents and Work-
related Diseases

Although the number of work-related casual-
ties has a long-term trend of steady decrease, as
many as 540,000 casualties are still seen in Ja-
pan every year. The number of work-related fa-
talities marked a new record low of 1,357 fa-
talities in 2007. Regarding the situation of work-
ers’ health, on the other hand, the results of pe-
riodic health examinations show around 50% of
all workers having some abnormal findings. Be-
sides, a survey conducted by the Ministry of
Health, Labour and Welfare (hereinafter referred
to as MHLW) in 2007 shows around 60% workers
are having some serious anxieties or stresses re-
sulted from their work or working life in the
workplace.

Current Situations and Challenges in
Occupational Safety and Health Meas-
ures

Since 1958, the MHLW has launched and im-
plemented ten Industrial Accident Prevention

Plan (5 years each). In accordance with the 11th

Industrial Accident Prevention Plan (2008-2012),

the MHLW is working on the following chal-

lenges:

1. Promotion of risk assessment and imple-
mentation of risk reduction measures based
on the findings

2. Prevention of accidents caused by machinery

3. Prevention of health impairments caused by
chemical substances

4. Promotion of measures against mental dis-
orders in the workplace

Workers’ Compensation Insurance
System

This government insurance system pays the

necessary insurance benefits to workers to give
them prompt and equitable protection against
injury, illness, disability, death, etc. resulting
from employment or commutation. The system
also provides welfare services to injured workers
to promote their smooth return to society (see
V-17).
(1) Eligibility

Any business that employs workers may par-
ticipate in the Workersz Compensation Insur-
ance System, excluding government employees
(except local government part-time workers en-
gaged in bluecollar labor) and seamen who are
eligible for the Mariners Act. Certain businesses
engaged in agriculture, forestry or fishery, and
employing five or fewer workers may be eligible
on a temporary basis. Additionally, special en-
rollment may be granted to smaller business
owners and their family employees, sole proprie-
torships, and workers dispatched on overseas as-
signments. In those cases, they are entitled to
receive benefits for injuries sustained at the
workplace and, in some circumstances, for inju-
ries sustained while commuting to or from the
workplace.
*Seamen will be eligible for workers’ compensa-
tion insurance benefits from January 1, 2010.
(2)Insurance Premiums and the Burden of Ex-

penses

Employers are required to pay insurance
premiums, which are calculated by multiplying
total payable wages by the accident rate deter-
mined for each business category (3/1,000-103/
1,000). Companies larger than a specific size may
participate in a socalled merit system, whereby
premium rates or total premium (excluding those
related to accidents occurring while in commute
or benefits for a second physical exam) are based
on relevant accident rates at each company.
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V-15 Outline of Workers’ Compensation Insurance System

Workers’ Accident compensation insurance

Applicability
All businesses that hire workers

Eligible workplaces:
C. 2.64 million

(End of FY2007)

Eligible workers:

- (End of FY2007)
c. 51.31 million
Revenue source:
(Insurance premiums (total wages x
premium rate)
Premium rate (industry-specific):

< 3/1,000—103/ 1,000
Employers responsible for entire
amount
\_(partial government subsidies)
Revenue from insur-
S ance premiums; (FY2008)
¥1,094.9 billion
New beneficiaries: (FY2007)

607,348

Pension recipients:
223,735

(End of FY2007)

........... Special enroliment

Smaller business owners, owners of
family businesses, persons engaged in
special work, workers on overseas as-
signment

Insurance
benefits

Conditions for
application of
sliding-scale
system

Suspension of busi-
ness Wage fluctua-
tions exceeding 10%

Pension and
lump-sum payments
Automatic sliding-
scale wage system
(annual)

When workers take time off for
medical treatment

When workers remain dis-
abled, depending on the de-
gree of disability

| | When workers die from occu-

pational

When workers require con-
stant or periodic care

Employee

welfare
services

| | Abnormal Diagnoses for brain

and heart patients

Help injured workers return to
society
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Compensation for medical All medical expenses
expenses

60% of standard benefits per day of work missed,

Compensation for missed work beginning on the fourth day of absence ]

/Payment ranging from 245 (Class 3) to 313 (Class 1) h
| | Compensation for ilinesses or days’ worth of pension at standard daily rate to those + Additional special
injuries (pension) who have not recovered from illnesses or injuries after benefits
18 months of treatment _ * Special benefits
_ _ for missed work
Compensation for disabilities Payment ranging from 131 (Class 7) to 313 (Class 1) * Special lump-sum
r (pension) days’ worth of pension at standard daily rate payments
- * Special pensions
L Compensation for disabilities (Payment ranging from 56 (Class 14) to 503 (Class 8) 1)
(Iump sum) days’ worth of pension at standard daily rate

- -

. . (P ing from 1 24 " worth of )
Compensatlon to survivors ayment ranging from _ 53 days to _5 days’ worth o
— pension at standard daily rate, according to number of

(pension) survivors
~ —
Compensation to survivors Lump-sum payment amounting to 1,000 days’ worth of )
(Iump sum) standard pension to survivors not eligible for pensions /

i ¥315,000 + 30 days of standard compensation (mini-\
Compensation to Funeral mum compensation: 60 days’ worth at standard daily
expenses (Full payment) rate)

~

/Up to ¥104,960 for constant care and ¥52,480 for\
occasional care, per month

- -

Compensation for nursing care

Payment for a second medical Second exam to ascertain cardio vascular or heart |
examination condition and special health guidance by a doctor

- -

(Provision of artificial limbs, establishment and administration of industrial accident hospitals)

(Special benefits for injured workers; benefits to defray the cost of educating injured workers’ children)

(Implementation of measures for preventing accidents at the workplace and promoting occupational
medicine)

Source:  Ministry of Health, Labour and Welfare
Notes: 1) Standard daily rate is calculated by dividing total wages paid to a worker during the three calendar months preceding the
injury by the number of calendar days in that period. (minimum compensation: ¥4,060).

2) Minimum and maximum standard daily rates for pensions and long-term (18 months) medical treatment are determined ac-
cording to age group.

3) There are merit systems that increase or decrease health care rate (amount of insurance premium) according to the balance
of industrial accident insurance for each business (40% for persons occupied in continual businesses, and among busi-
nesses for a definite term, 40% for persons occupied in construction business and 35% for persons occupied in logging
business).
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V-16 Trends in Industrial Accidents

(Persons)
500,000

450,000
400,000
350,000
300,000
250,000
200,000
150,000

100,000

6,000
5,000
4,000
3,000

2,000

1,000

1973 74 75 76 77 78 79 80 81 82 83 84 8 86 87 8 89 90 91 92 93 94 95 96 97 98 99 2000 01 02 03 04 05 06 07(Year)

Source: Labour Standards Bureau, Ministry of Health, Labour and Welfare
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Public Vocational Training Policies

The term “public vocational training”, in a
narrow sense, refers to vocational training con-
ducted at public human resources development
facilities. However, more broadly, public voca-
tional training includes the disbursement of sub-
sidies to defray educational expenses, and is
based on the following three policies:

(1) Providing vocational training at public hu-
man resources development facilities (the
narrow definition of public vocational train-
ing).

(2) Encouraging employers and employer asso-
ciations in the private sector to offer voca-
tional training by awarding subsidies, dis-
seminating information, and providing con-
sulting services.

(3) Motivating workers to acquire skills volun-
tarily by granting subsidies and providing
informational and consulting services.

(4) Provision of practical vocational training
combining practical work experience and
classroom study to those with poor opportu-
nities to develop vocational skills, such as
freeters, mothers who have finished raising
children, and single mothers, to facilitate
their movement into stable employment (“Job
Card Scheme”).

Table V-23 shows the ways in which public
vocational training has been implemented in Ja-
pan. Graduates from school are offered mainly
long-term training lasting one to two years, while
unemployed workers receive mostly training of
six months or less and employed workers primar-
ily receive short-term training of only a few days.
By act, vocational training is offered to those
changing occupations (and currently unem-
ployed) and the physically disabled free of charge,
but the cost of texts and other materials is borne
by trainees. Some training courses for those
changing occupations (and currently unem-
ployed) are entrusted to private sector education
and training institutions. Training subjects

taught at public human resources development
facilities are mostly vocational and technical sub-
jects for industries such as manufacturing and
construction, but among the training commis-
sioned to the private sector, courses are estab-
lished in various subjects like computers and so-
cial welfare. Short-term vocational training for
the employed is implemented based on the needs
of employers or employers’ associations of the re-
gion.

The Polytechnic University, a public voca-
tional capacity development university, provides
training and education to cultivate public voca-
tional training instructors and develops text-
books for that purpose.

Furthermore, among the facilities illustrated
in Table V-23 is the Lifelong Human Resources
Development Center, which acts as a central base
facility for the human resource development of
white-collar workers.

Steps taken to promote education and train-
ing in the private sector are outlined in Figure
V-22. Career development promotion grants ap-
pearing therein is intended to promote effective
career development for employees within the or-
ganization. Employers will be subsidized to cover
part of the wages and expenses associated with
the conduction of educational and training activi-
ties they provide, based on a plan created within
the business, for the workers employed there.
The financial resources for Career development
promotion grants come from a separate body es-
tablished under the employment insurance um-
brella and, being funds collected universally from
business owners, shall be returned (again, uni-
versally) to Employers in the form of subsidies
for education and training.

In terms of support for self-education, there is
the Education and training grants system intro-
duced in December 1998. This is for workers who
have been enrolled in employment insurance for
at least three years, and provides assistance to
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the amount of 40% of class expenses with a
maximum of 200,000 yen* (and in the case of an
employment insurance period of at least three
years and less than five years, assistance of 20%
with a maximum of 100,000 yen) paid by workers
who attended and completed education or train-
ing designated by the Minister of Health, Labour
and Welfare.

As of October 2005, eligible courses numbered
8.807 at 2,552 facilities, and it has become possi-
ble to receive benefits for many courses, such as
in computers and bookkeeping, as well as prepa-
ration for a variety of certifications. Furthermore,
starting in April 2002, we are trying to launch
the construction of a new system for human re-
sources training-Pushing ahead with Leading
Efforts to Create a human resources super-
power-with cooperation, etc. of industry, acade-
mia, and the government.

In addition, the Comprehensive Employment
Measures were laid down in September 2001; the
three main Programs are creation of employment
opportunities by fostering the development of
new markets and new industries, corrections in
employment mismatches, and improvement of
the employment safety net. On the development
of professional ability, certain measures have al-
ready been put into effect. For example, the pro-
motion of professional capacity development,
making use of all educational and training re-
sources such as private education and training
institutions, universities and graduate schools,
business owners and non-profit organizations.
Another measure is the placement at public em-
ployment security offices of advisors to support
development of abilities. These advisors will do
such things as provide consultation for job seek-
ers on capacity development connected with the
job search process, based on understanding their
work experience and aptitude. Additionally, there
will be placement of further advisors who clarify

the abilities required to provide such services to

job seekers as consultation support operations for

the promotion of information disclosure on the
required professional ability.

April 2008 saw the launch of the “Job Card
Scheme”. This scheme, which is targeted at peo-
ple such as freeters, provides practical vocational
training combining work experience with class-
room study packaged to meet the needs of the
individual after awareness raising and identifi-
cation of challenges through personal career de-
velopment advice. The results of work experience
and enterprises’ evaluations of participants are
then entered in “job cards” to assist them in their
job-hunting activities.

The scheme provides the following forms of
vocational training to give participants the op-
portunity to develop their vocational skills and
facilitate their movement into stable employ-
ment:

1) Fixed-term practical work experience: Prac-
tical training for freeters, etc. who have little
permanent work experience provided

through employment in an enterprise for

three to six months.

2) Practical human resource development sys-
tem: Training targeted mainly at new gradu-
ates to develop core frontline human re-
sources provided through employment in an
enterprise for six months to two years.

3) Japan-style dual education system: Training
of freeters and women who have finished
raising children, etc. provided mainly by con-
tracted private educational training insti-
tutes, typically for a period of four months.

* 20% up to a maximum of 100,000 yen in the
case of persons enrolled in employment insur-
ance for at least three years and less than 5
years.
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Social Security System

Subject of Japan’s Social Security System

Dwindling Birthrates and Aging
Population

The social security system draws upon
tax and social insurance for its revenue, and
is a system that carries out social welfare
programs to cope with the various risks in
life faced by people such as those whose
health has been damaged by illness or dis-
ability, and those who have been deprived of
their source of income as a result of job loss
or retirement. Japan’s social security system
is similar to those in Europe and the U.S. in
that, to satisfy each stage of people’s lives, it
1s composed of such elements as medical in-
surance, public health services, social wel-
fare services, income maintenance, and em-
ployment measures (see VI-1). Of these,
medical insurances, health care programs
for the elderly, long-term care insurance and
pension systems, as well as unemployment
insurance and industrial accident compen-
sation insurance are the social insurances
that are mainly financed by social insurance
premiums and partly subsidized by the gov-
ernment revenues. In contrast, welfares for
the child, for single mothers and widows, for
the elderly, for persons with disabilities, and
for the poor as well as public health services
are all public policies provided with funds
drawn from taxes.

Internationally speaking, the character-
istics of long-term care insurance and health
care programs for the elderly in Japan is
that they are half funded at public expense
out of tax revenues although they are in-
cluded in social insurance.

The Benefits and Cost Burden of
Social Security

In order to make an international com-
parison on the trend of social security, the
Organisation for Economic Co-operation and
Development (OECD) is disclosing informa-
tion on indices of social expenditure that
includes pension funds, medical care and
welfare for the poor, child allowance that
gets transferred, social security benefits
from expenditures on welfare services and
expenditures such as expenses for facility
development that do not get transferred di-
rectly to individuals (OECD Social Expen-
diture Database 2001). Looking at the per-
centage of social expenditure occupying the
national income, Japan’s ratio is lower than
European countries, but higher than the U.S.
(see upper section of VI-2). Futhermore,
based on the figures in closely related years,
the percentage of national income occupied
by social security costs is low when com-
pared with that in Germany, France, and
Sweden, but higher than the U.S. and the
U.K. (see lower section of VI-2).

Japan’s expenditure on social security
benefits is rising as the birthrate declines
and the population ages. In 2008, the total
population was 127.78 million, of whom 28.14
million were aged at least 65 (according to
national population estimates by the Statis-
tics Bureau of the Ministry of Internal Af-
fairs and Communications). The aging rate
(population aged 65 or over / total popula-
tion) rose from 9.1% in 1980 to 12.1% in 1990
and 14.6% in 2000, and reached 22% in 2008.
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VI-1 Social Security System by Life Stage

age age age age age age age
Birth 6 15 18 20 40 60 70
T T T -t
1 Pre-school School years S Childrearing and
. 8

years working years retirement

) Physical checkup, | Physical exam and medical p Physical exam provided by employer
Health and Medical parent/child health | care for premature babies, Health care
exam notebook preventative vaccinations, etc. for the elderly

(health part)

Creating wellness,

i —

physical Health
examinations, care for
i A ’ i the
treatrr::un;efgt:lcljr;ess, Medical insurance (medical expenses guaranteed) sy’\glta::?l:r elderly
retirees | (medical
part)
age 10 age 65
Social Welfare, etc. o H -
Day care o Children's after
Child welfare GEnte] School clubs
welfa;z for sindgle Wholesome education services Long-term
mothers an
; - H care
windows (Child welfare) Child insurance
allowance
Welfare for the
elderly Child support allowance
Welfare for the Providing facilities other services for
: . children requiring special care
physically disabled, _ H
welfare for the (Welfare for the - At-home services (visiting home care, long-term care at facility, short-term admittance, supply of

mentally disabled, supportive apparatus, etc.)
mental health disabilit - Institutional services (facility for disabled children, protective facility, rehabilitation facilities,
welfare, etc. isability) support facilities, etc)

+ Promotion of participation in society (promotion of sports, etc)

- Payment of allowances (special allowance for the disabled, etc)

I Sy Survivor's pension

Pension system

person with

\. Disability pension

Pension for
the elderly

Public assistance

Public Health

Guarantee of a minimum standard of living for those who have difficulty maintaining their livehood due to a
reason such as inability to work brought on by illness

Public and
environmental Improvement of public health standards, supply of safe and good quality water,
hygiene, water insure safe standards of food and medical goods
supply, etc.
Employment
Measures
Adjustment of the | Job introduction, job consultation |
labor market
Care Empl t of th
mployment of the
Industrial accident é;[,ee P glderly
insurance, v T
unemployment
IEEERED | When involved in an accident at work, upon losing one's job, etc. |

Public vocational training, support of individual worker's
voluntary skill development

Measures for safety and health of workers

Development of
Working Ability

Working Conditions

Souce: Ministry, of Health, Labour and Welfare, Annual Reports on Health, Labour and welfare, Figure 3-1-1, 2001
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This population aging is causing the number continues fueled by population aging. As
of pensioners to grow, and is also a factor be- population aging is also leading to an in-
hind rising health care expenditures due to crease in the number of older persons in need
the fact that medical benefits per person are of care due to the increase in number of “old
around five times higher for older persons old,” expenditure in long-term care insurance
than people of economically active age. While benefits is also rising. As a consequence, the
the rate of increase in health care expendi- rise in expenditure on social security benefits,
ture has been slowed by the introduction of including pension, health care, and long-term
long-term care insurance, the upward trend care insurance benefits, continues.

VI-2 International Comparison of Social Expenditures and National Burden Ratios
Lz Lz German France Sweden
States Kingdom y

Social expenditure

(% of national income) 26.2 20.3 28.2 36.7 40.7 42.3
Social income

(% of GDP) 19.1 16.3 20.0 27.1 29.0 30.1
Noatlonal purdep ratio 38.3 34.5 0 517 622 07
(% of national income)

Potential national burden ratio 446 39.6 52 1 56.0 56.3 707

(% of GDP)

Source: 2006 Social Security Benefits (National Institute of Population and Social Security Research).
Data on the social expenditures of each country are based on OECD standards.
Notes: 1) (Potential) national burden ratio includes costs other than social security.
2) Data for countries other than Japan are from OECD Social Expenditure Database, 2008 edition.
Statistics for Japanese national income and GDP are from Cabinet Office Economic and Social Research Institute, 2008 Na-
tional Accounts.
Figures for (potential) national burden ratios were calculated by the Ministry of Finance.

VI-3 Changes in Social Security Benefits by Category

(Trillion yen)
50

40 A Pensions
47.3253 trillion yen
(53.1 %)
35
Medical benefits
28.1027 trillion yen
(31.5 %)

30

25

20

Other benefits
13.6818 trillion yen
(15.4 %)

0 — — — — — — —
1970 1975 1980 1985 1990 1995 2000 2005 (FY)

Source: Social Security Benefit Costs, 2006, National Institute of Population and Social Security Research
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While expenditure on benefits (especially for
older people) has risen in response to popu-
lation aging, expenditure on welfare-related
benefits, including child welfare, continues
to account for a small proportion of Japa-
nese expenditure on social security benefits
due to the insufficient expansion of child-
care-related benefits compared with Scan-
dinavia and France, for example, despite the
importance attached to reversing the decline
of the birthrate.

The decline in Japan’s birthrate, which
affects trends in social security benefit ex-
penses, is forecast to continue. According to
the National Institute of Population and So-
cial Security Research’s “December 2006
Future Population Projection,” the propor-
tion of the total population aged 65 or over
will continue to grow, reaching 25.2% in
2013 and approximately 33% in 2035. It is
thus forecast that one in three of the Japa-
nese population will be aged 65 or over. To
assist the Social Security Council in its de-
liberations, the Ministry of Health, Labour

VI-4 Outlook on Social Securi

Chapter VI Social Security System

and Welfare produced a forecast of social
security benefits and costs premised on
trends in social security reform and eco-
nomic factors in 2005 (upper section of VI-4).
The question of how to adjust this growth in
social security benefits and cost burden and
balance Japan’s economic growth and the
social security system in the future as the
relative size of the economically active
population declines has become a policy
concern. The National Council on Social Se-
curity was therefore established in the
Prime Minister’s Office in January 2008 to
consider what direction the reform of pen-
sions, health care, long-term care, childcare
support, and so on should take and the
funding of social security in order to ensure
the system’s sustainability. Regarding in
particular health care and long-term care,
which are projected to grow as the popula-
tion ages, estimates of future expenditures
were calculated for the National Council on
Social Security’s use (lower section of VI-4).

Benefits and Cost Burden

Ministry of Health, Labour and Welfare, Outlook on Social Security Benefits and Cost Burden (estimated

May 2006)

% of GDP

Pensions

Medical services

Long-term care

Medical/long-term care sub-total
Pension/medical/long-term care total

Final Report of National Council on Social Security

Medical/long-term care (now)
(after reform)

2006 2025
9.3 8.7
5.4 6.5
1.3 2.3
6.7 8.7
15.9 17.5
2008 2025
7.9 10.8
12.0

Notes: 1) The percentage is compared to the national income. Amounts are the nominal amounts from the respective years. (The

future values are not shown in the current prices.)

2) The public expenses are calculated based on the assumption that the portion of the basic pension funded from tax revenues

will be raised to 50% in FY 2009.

Social Security Cost Burden Based
on the Increase in Income Difference
and Burden Capacity

Looking at the trends in the Gini index,

the index for measuring income inequality

based on the Income Redistribution Survey,
Ministry of Health, Labour and Welfare, due
to the increase in income disparity in the
1990s (see Gini index of initial income in
VI-5), the need to increase income redistri-
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bution through social security in response to
this has been heightening (see Redistribu-
tion Effects by Social Security in VI-5).

According to the OECD’s international com-
parative study regarding income disparity,
comparing the Gini index of the household
equivalent disposable income, after-tax and
social security (disposable) income (see VI-6),
Japan’s Gini index is larger than Western
European countries, and smaller than the
U.S. and U.K. Since there is a necessity to

correct income disparity as the social secu-
rity cost burden increases, the opinion re-
port by the Advisory Council on Social Secu-
rity (June 2003) points out that “there are
disparities in income and property between
each and every citizen, and a careful re-
sponse based on such disparities is neces-
sary”, and “appropriate cost burdens should
be even expected from elderly persons if
they have income and property”.

VI-5 Closing of Income Gap through Income Redistribution
(Gini Coefficient for Equivalent Incomes)

Gini coefficient

(1) + social
security
benefits -
social security
contributions

Year of |Equivalent
survey initial
income

disposal
income

) (2) (3)
1993  0.3703 0.3313 0.3097
1996  0.3764 0.3273 0.3119
1999  0.4075 0.3501 0.3372
2002 0.4194 0.3371 0.3227
2005  0.4354 0.3355 0.3218

Equivalent

[(2) - tax]

Rate of improvement in Gini coeffi-

cient (%)
Equivalent
income Rate of
after redis- | improve- | Rateof | Rate of
tribution e e improve- improve-
[(3) + to redistri- | ment d.ue ment dye
benefits in bution to social | to taxation
kind] security
(4) *1 *2 *3
0.3074 17.0 11.2 6.5
0.3096 17.7 13.7 4.7
0.3326 18.4 15.3 3.7
0.3217 23.3 19.9 4.3
0.3225 25.9 22.8 4.1

Source: Summary Findings of the 2005 Income Redistribution Survey (Ministry of Health, Labour and Welfare).

*1. Rate of improvement due to redistribution =1 - (4) / (1)

*2. Rate of improvement due to social security =1 -(2) /(1) x (4) / (3)

*3. Rate of improvement due to taxation =1 - (3)/(2)

Notes: Benefits in kind are for medical care only up to 1999, and for medical care, long-term care, and childcare from

2002.
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VI-6 International Comparisons of Income Disparities
(Gini Coefficients of Equivalent Disposable Income)

Comparisons of Income Disparities among OECD Countries for Mid 2000s
0.50
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Source: Gini coefficient for mid 2000s: "Growing unequal?" OECD ELSA, 2008
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Income Security System (Pensions, Public Assistance, and Child Allowances)

Pension System: Japan’s pension, health
care, and long-term care insurance systems
provide universal coverage to all citizens,
who receive medical services during sickness
and pension benefits after retirement, and
long-term care insurance benefits when
long-term care benefits are required.

Within Japan’s pension system (see VI-7)
is a basic pension; all citizens (persons aged

20 to 59) become members of this basic pen-

sion plan and receive pension benefits upon
reaching the age for payment of benefits to
begin (age 60 at present, age 65 for men
from 2013, and age 65 for women from 2018).
For salaried workers and government em-
ployees, respectively, there are employees’
pensions and mutual aid pensions to provide
pension benefits proportionate to salaries in
addition to the basic pension.

VI-7 Pension System

Defined
contribution
pension
(individuals)

National pension Fund

Defined
contribution Defined
pension contribution
(corporate) pension
Employees’ (corporate)
pension fund Defined
(A portion of the benefit
main fund is corporate (Qccupa-
carried out for) pension tional)
(The portion
carried out)
Mutual
Employees’ pension aid
pension

National Pension Fund (basic pension)

Dependent spouses
of salaried workers
* Class 3 insureds

of the national
pension

11.24 million

national pension

22.37 million

A

Self-employed workers, etc.
* Class 1 insureds of the

70.46 million persons

Employees (salaried workers)
* Class 2 insureds of the national pension
= Insureds of the employees’ pension, etc.

36.85 million

v

*As of the end of 2002

Source: Ministry of Health, Labour and Welfare, Revised Points of the Pension System Pension Bureau, 2004
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Japan’s pension system is revised once
every 5 years based on recalculations of
pension financing. In the pension reform of
2004, it has been decided to adjust the bene-
fits
situation and the progress of an aging soci-

standards along with the economic
ety (however, it is aimed that the standards
should not go below 50% of the income of the
working generations), instead of fixing the
future insurance burden to a certain level
(18.3% after 2025, in the case for employees’
pensions), drawing from Sweden’s pension
reform of 2001, etc. The basic pension pre-
miums for the self-employed are a fixed
amount (14,410 yen per month in 2008). On
the other hand, the pension premiums for
salaried workers and government employees
are covered equally by the labor and man-
agement, and is 15.35% of the total com-
pensation combining the salaries and bo-
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nuses (in 2008).

There is a survivors’ pension for the be-
reaved of the subscriber and beneficiary of
the pensions system, and in case the sub-
scriber has or become physically disabled, a
disability pension is provided under specific
conditions. The trends of the number of ben-
eficiaries of the pension and the amount of
benefits paid can be seen in VI-8. As of 2008,
the benefits for the basic pension has been
792,100yen per year, and the amount of
old-age pension of employees’ pension was
230,700 yen when combining the married
couples’ basic pension and the husbands’
earnings-related component. The actuarial
review for 2009 indicates that it will be pos-
sible to maintain pension finances combin-
ing old-age pensions, survivors’ pensions,
and disability pensions until 2100 following
the above schedule for contributions.

VI-8 Annual Trends of the Number of Public Pension Subscribers and
the Number of Public Pension Beneficiaries

(1,000 persons)

Insured persons Member of Beneficiaries

Basic Basic
Pension Pension Basic
(Self- pension by
FY Total employed (Full- Employees' | Mutual aid Basic national Employees' [ Mutual aid
workers, time house pension | association pension pension pension association
etc.: wife: before
Class 1 Class3) 1986
insured
1987 64,105 15,823 9,268 28,216 5,299 22,523 1,118 8,959 8,910 2,048
1990 66,313 17,579 11,956 31,493 5,285 25,001 1,905 9,096 10,647 2,390
1995 69,952 19,104 12,201 33,275 5,372 32,363 6,898 7,853 14,254 2,958
2000 70,491 21,5637 11,531 32,192 5,231 40,906 13,070 6,234 13,070 3,392
2005 70,870 24,337 8,488 33,022 5,023 41,632 17,908 3,019 16,828 3,554
Source: Ministry of Health, Labour and Welfare, Annual Reports on Health, Labour and Welfare-References, 2008

The corporate pensions that supplement
these public pensions consist of defined ben-
efit and defined contribution corporate pen-
sions (arrangements for which were insti-
tuted in 2001 to protect beneficiaries and
ensure the portability of reserves) and em-
ployees’ pension funds, which were estab-

lished prior to 2001. For the self-employed
and professionals, there is also a national
pension fund for supplementing the basic
pension.

The characteristic of Japan’s pension
system relating to the labor market is the

point that it cooperates with unemployment
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Insurance. In the case of older workers aged
between 60 and 64, therefore, elderly em-
ployment continuation benefits and elderly
reemployment benefits are provided when
wages fall below 85% of the level immedi-
ately prior to retirement at 60. Further, to
support female workers’ combining of child-
rearing and work activities, payment of em-
ployees’ pension insurance premium is ex-
cused for both the worker and employer
during the period of child care leave (For the
Assistance Measures to Balance Work and
Family and for the Gender Equal Employ-
ment Policies, see Chapter V).

Public Assistance: The public assistance
system is designed to guarantee a minimum
standard of living by providing benefits in
kind according to need. These are provided
by the Government through local govern-
ments when a person falls into poverty, de-
spite employment, savings, assets, pensions,
and allowances, etc., due to circumstances
such as sickness, mental/physical disability,
or unforeseen accident based on the princi-
ple of complementarity. In practice, the level
of public assistance is determined based
onthe minimum cost of living calculated ac-

cording to standards laid down by the Gov-
ernment and relative to the income of the
household concerned, the shortfall being
covered by the provision of benefits in cash
or in kind (such as medical benefits). As of
December 2008, the number of people re-
ceiving public assistance had grown to 1.60
million, equivalent to 1% of the population.
Expenditure on public assistance is growing
by the year due to the recent economic re-
cession and growing income gap, and has
reached 2 trillion 70 billion yen in FY2009.

Child Allowances: The objective of the
child allowance system is to contribute to-
ward stable family life and invest in both
quality improvements and the proper raising
of children through the provision of cash
benefits, funded at public expense by the
Government and paid out by local govern-
ments, to households with children. Child
allowances are income tested, and paid to
applicants who have children of elementary
school age or younger. The monthly child
allowance is a uniform 10,000 yen for chil-
dren under the age of 3, 5,000 yen for the
first and second child aged 3 or over, and
10,000 for each subsequent child.
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Medical Insurance and Long-term Care Insurance

Medical Insurance: Within Japan’s medi-
cal insurance there is association-managed
health insurance for employees (and their
families) of workplaces of five or more work-
ers, government-managed health insurance
for employees (and their families) of work-
places with fewer than five workers, na-
tional health insurance for the self-em-
ployed, etc., and medical insurance provided
by mutual aid associations for national gov-
ernment employees and local government
employees (see VI-9). Subscribers in medical
insurance programs pay the insurance pre-
mium themselves, but the subscribers them-
selves and their families may receive medi-
cal services at the medical institution of
their choice by paying only a portion of the
medical expense. Moreover, until March
2008, the health insurance association, gov-
ernment-managed health insurance associa-
tion, and national health insurance had an
elderly insurance system for elderly aged 65
or over requiring long-term care and for all
elderly aged 70 or over. In this system (see
VI-9, lower part), the medical cost burden
borne by the elderly is mitigated by contri-
butions from the respective insurance asso-
ciations, according to the number of elderly
subscribers to each system; the fewer the
elderly subscribers, the greater the contri-
butions. (This system was revised in 2008 to
form what is now called the Medical Aid
System for the Elderly, which is described in
the next section.)

As seen in Figure VI-3, although medical
expenses increased in the 1990s, the in-
crease has become modest in recent years
compared to that time (the ratio of national
medical expenses to national income has

been shifting between 8.0%-8.9% since 2003).

However, because of the need to rethink con-

tinuing support for growth in expenditure on
health care for the elderly as the population
ages out of national health insurance and
health insurance association contributions
and public funds in view of declining growth
in revenue from insurance contributions due
to Japan’s shrinking economic growth rate
and the need to ensure intergenerational
equity between the economically active and
the elderly, the Medical Aid System for the
Elderly (Medical Aid System for 0ld-Old)
was introduced in April 2008. Under this
system, insurance contributions are paid by
older people, too, according to ability to pay,
and, as in the case of the Medical Care Sys-
tem for the Elderly, reductions and exemp-
tions from payment of contributions are pro-
vided for older people on low incomes.

Long-term care insurance: Long-term
care insurance has been in operation since
April 2000 to provide public assistance to
lighten the care burden for long-term care
recipients’ families. This assistance makes it
easier for bedridden elderly and other eld-
erly requiring long-term care to receive this
care at home, and for others to receive
long-term care at a facility outside of home.
Under the long-term care insurance system,
citizens aged 40 and older pay long-term
care insurance premium. In return, persons
65 and older who need long-term care may
receive specific long-term care services, such
as the dispatch of a home helper, according
to the assessment of committees established
locally to approve the necessity of long-term
care. While the insurance premiums and
standards for approval of long-term care
necessity are determined uniformly by the
national government, the above-mentioned
local committees do the approving based on
these standards.
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VI-9 Medical Insurance System

Subscribers Insurance Benefits
(As of March )
Insurer 31, 2008) and Medical Benefits
(As of 31 subscriber's
March, 2008) [dependentsJ . High-Cost Medical Care Benefits, and the High-Cost Medical Care & Nursing Care Benefits
it Payment in part
(Unit:1,000 Combination System
persons)
Japan Health 36,294 After the High-Cost Medical Care Benefits
§ Kyokai Kenpo Insurance 19,871 commencement  * Maximum amount paid by the patient
gz Association [ 16,488 ] of compulsory Under 70 years of age:
§ g education to High income persons: 150,000 yen+ (medical costs-500,000 yen) x1%
£ = - Hea\th those 69 years Average income persons: 80,100 yen+ (medical costs-267,000 yen) x1%
2 £ Association- stz hie 30,860 of age: 30% Low income persons: 35,400 yen
£ &5 managed associations [ 15,871 ] From 70 to 74 years of age:
= b
=2 1,518 14,989 Prior to the With income comparative with those of an active worker: 80,100 yen + (medical
) commencement costs-267,000 yen)x1%
Insured parties, as ’ ’
SR, Japan Health 18 of compulsory Outpatient Treatment (for each patient): 44,400 yen
stiulated in Article3, -\ once 11 ducation: 20% Average i *): 62,100 yen, Outpatient treatment (for each patient) 24,600
Par.2, Health Insurance W& [ ] education: 20% verage income persons(*): 62,100 yen, Outpatient treatment (for each patient) 24,
Law Association 7 yen
70 to 74 years Low-income persons: 24,600 yen, Outpatient treatment (for each patient) 8,000 yen
T old: 20% (*) Low-income persons with especially low income: 15,000 yen.
Seamen's insurance National 653 (Persons with Outpatient treatment (for each patient) 8,000 yen
government [ 9 ] income com- + Standard amount for aggregation of households:
g parable with For those under 70 years of age, if there are multiple payments of more than 21,000 yen in
: Mutual aid those of an the same month, reimbursement is calculated on the basis of their sum.
National government associations active worker: + Burden reduction for those with multiple cases:
o €mployees 30%) If a household has been eligible for reimbursement three times or more within a 12- month
3 (21)
s 9,374 period, the amount of payment in part from the fourth time will be:
3 Mutual aid 4'397 (*) For those 70 Under 70 years of age:
£ Local government employ- . { o .
el associations 4977 to 74 years High-income persons: 83,400 yen
‘—; ees (55) ' of age, the Standard-income persons: 44,400 yen
2 : rate will be Low-income persons: 24,600 yen
= Mutual aid kept at 10% 70 years of age or older with income comparative with those of an active worker and stan-
Private school instructors  associations from April dard income (*): 44,400 yen
(1) 2008 to + Burden reduction for patients suffering from long-term and high-cost illness
March 2010. Self-pay limit for the patients suffering from hemophilia or chronic renal failure requiring
° Municipalities artificial dialysis: 10,000 yen
e 1,804 Self-pay limit for high-income persons receiving artificial dialysis: 20,000 yen
I 50,724 ; . ) .
S Farmers N (*) Burden reduction for multiple cases is not applicable to persons from 70 to 74 years of
2 ! Municipalities . . A
= self-employed etc. Health 46 881 age classified as standard income class as the self-pay limit will be kept unchanged at
§ insurance Héalth 44,000 yen (12,000 yen for outpatient treatment) from April 2008 through March 2010.
= associations ST
5 165 " High-cost medical care and high-cost nursing care benefits combination system:
= associations : . ; ; f f
=2 3843 Burden reduction system applicable in the instances where the total of the self-pay burden
Retired workers eligible for A ! under the medical insurance and nursing care insurance paid in a year (from August to July
) Municipalities ) A L . )
employees insurance 1804 next year) become extremely high. Self-pay limits will be fixed in high details according to
benefits ' the income and age of the patients.
Management Maximum amount of Outpatient care
10% h
body: (Persons with payment in part (per person)
) . Extended ) (Persons with income comparable 80,100 yen+(medical cost- 44,400 yen
Long life medical care system - 13,075 income com- .
. associations A to that of an active worker) 267,000 yen)x1%
(Medical care system for the ) (As of the end parative with h
for medical . (Incase of frequent reimbursement) 44,400 yen
latter-stage elderly people) of April, 2008) those of an )
care for the ) (Average income persons) 44,400 yen 12,000 yen
active worker .
latter-stage 30%) (Low income persons) 24,600 yen 8,000 yen
elderly people ° (Very low income among low income persons) 15,000 yen 8,000 yen
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Health insurance

w

Q .

% Kyokai Kenpo
=1

£

[}

=

e

S Association-
= managed

Insured parties, as
stipulated in Article 3,
Par.2, Health Insurance
Law

Seamen's insurance

Mutual aid insur-
ance

National health insurance

National government em-
ployees

Local government
employees

Private school instructors

Farmers,
self-employed etc.

Retired workers eligible for

employees insurance
benefits

Hospital Meal Charge
Benefits

Standard payment
amounts for dietary
therapy:

+ Standard-income
persons
260 yen per meal

+ Low-income persons
Up to the first 90th day
210 yen per meal
From the 91st day
160 yen per meal

* Low-income person
with especially low
income

00 yen per meal

Insurance Benefits

Medical Benefits

Hospitalized living
expenses benefits

(Standard payment
amounts for those living
in hospitals)

Standard income
persons (1)

460 yen per meal and
320 yen per day

Standard income
persons (1)

420 yen per meal and
320 yen per day

Low income persons
210 yen per meal and
320 yen per day

Low income persons
with specially low
income

130 yen per meal and
320 yen per day

Applicable to persons
65 years of age or
older hospitalized in
the convalescent
ward

*

For patients with
greater needs for in-
hospital treatment due
to being obstinate or
other diseases, the
payment amount will
be same as the stan-
dard payment
amounts for dietary
therapy.

Cash Benefits

+ Sickness benefits

+ Lump-sum payment
for childbirth, child
care etc.

Same as above
(including additional
Benefits)

+ Sickness benefits

+ Lump-sum payment
for childbirth, child
care efc.

Same as above

Same as above
(including additional
benefits)

+ Lump-sum payment
for childbirth, child
care

+ Funeral services
expenses

Chapter VI

Social Security System

Financial resources

Insurance premiums

8.2%

Rates vary from one
kind of health insur-
ance to another.

Daily rate
(class 1) 150 yen
(class 13) 3,010 yen

9.1%
(non-professional)

Each household is
assessed a fixed
amount and amount
based on ability to pay

Calculations vary
somewhat according to
insurer

Government subsidies

13.0% of benefits
(contribution for latter-stage
elderly people 16.4 %)

Fixed amount (Budgetary aid)

13.0 % of benefits (contribution
for the latter-stage elderly people
16.4 %)

Fixed amount

None

43% of benefits etc.

43% of benefits etc.

None

Long life medical care system
(Medical care system for the
latter-stage elderly people)

Same as above

Same as above.

* Persons on senior
welfare pensions
100 yen per meal and
0 yen per day

Funeral services
expenses etc.

Rates are fixed based
on the equal amount
per insured and the
percentage of their
income determined by
the respective ex-
tended associations.

+ Insurance premium 10%
+ Contribution Approximately 40%
+ Public Approximately 50%

(Breakdown of public expenses)
National : Prefectures : Municipals
4 1 o

Source: Ministry, of Health, Labour and Welfare, Annual Reports on Health, Labour and welfare, 2006
Notes: 1) Those insured by the long-life medical care system (medical care system for the latter-stage elderly people) comprises persons
of 75 years of age or older and the 2) persons from 65 to 74 years of age certified by an extended association to have a certain
degree of handicap.
2) Persons with income comparative with those of an active worker mean their taxable income is 1.45 million yen (0.28 million yen
for monthly income) and annual income is more than 5.2 million yen [family including elderly person(s)]or 3.83 million yen (sin-
gle-elderly person household).
3) The proportion of government subsidy provided to the subscribers and their families through the national health insurance
association will be the same as that of government-managed health insurance if they have obtained approval for health insur-
ance eligibility exemption and re-subscribed anew on 1 September 1997 onwards.
4) The memberships are a quick estimation, with the exception of the mutual aid associations, and the numbers as of end March
2008 include those scheduled to be transferred to the long-life (the latter-stage elderly people) medical care system in and after
April 2008. Due to rounding off, the breakdown figures do not always add up to the total.
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For the provision of long-term care services as
benefits in kind, selection by the person requiring
long-term care shall be regarded highly; services
will be carried out by a provider chosen by the
recipient of the care from a list of locally ap-
proved long-term care service providers (see
VI-10). Users with certification of long-term care
need are responsible for 10% of the care service
expenses. However, there are limits to the a-
mount for which the users are held responsible so
that the burden does not become a significant
amount, and for amounts exceeding this limit,
the high long-term care service cost is provided
by the municipalities, as their insurers.

The number of insured persons of the long-
term care insurance as of the end of FY2002 was
42.65 million for those aged 40 to 64, and 28.63
million for those aged 65 and above. As of the end
of FY2002, the number of recipients of long-term
care (support) services at home was 2.32 million,
and that of long-term care services at institutions
was 750,000 persons. Since then, however, they
have increased to 31.5 million and 9.83 million

respectively as of FY2007.

While long-term care insurance has thus
grown, the deterioration of long-term care in-
surance finances in municipalities with high
proportions of older people prompted the revision
of the Long-term Care Insurance Act in 2005. As
a result, preventing people from requiring care
and promoting the provision of community-based
services through the establishment of regional
comprehensive support centers were incorpo-
rated into the framework of long-term care in-
surance. In order to enable older people to receive
care services while remaining in their own com-
munities, the “Community Care Development
Initiative” was announced in 2008. This calls for
the use of diverse networks involved in the de-
livery of care, such as the involvement of NPOs
as well as local medical institutions and the au-
thorities in assisting people in need of care, and
measures are now being implemented in accor-
dance with the initiative in individual munici-
palities.
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VI-10

Establishments for providing services

1 Home care services

I GHome help service

| OHome-visit bathing service

1 OHome-visit nursing

I &OHome-visit rehabilitation

: <{>Day rehabilitation service

1 <Management guidance for

1 in-house care

I $Day service

| Shortstay daily-Ife service

1 <Short-stay medical service

I ODaily-life care service in

| specified facilities

1 <Sale of specified assistive

I devices

I ORental services for assistive

devices

1

I Facility services

| OWeffare facilties for the

| elderly requiring care

1 (special elderly nursing home)

' OHealth service facilities for
the elderly requiring care

(health care facility for the
elderly)

<>Sanatorium type medical
care facilities for the elderly
requiring care

: Community-oriented

1 Services

1 SGHome help services at night

: <>Day service for the elderly

| with dementia

1 $>Small-scale and multifunc-

' tional in-house care

: <>Daily-life group care for the

1 elderly with dementia

1 &> Community-oriented
daily-life care service in
specified facilities

<>Community-oriented
daily-life care service in
welfare facilities for the
elderly requiring care

Other
{Allowance for the home
renovation

1 Nursing care prevention

I'services

\ <Nursing care prevention

1 home-held service (home

I help)

: <>Nursing care prevention

| home-visit bathing service

1 ONursing care prevention

I home-visit service

1 <Nursing care prevention

1 home-visit rehabilitation

1 ONursing care prevention

! day rehabilitation service
(day-care-service)

<Nursing care prevention
management guidance for
in-home-care

1 ONursing care prevention

I day service

: <Nursing care prevention

| short-stay daily-life service

1 ONursing care prevention

I short-stay medical service

1 <Nursing care prevention

| daily-life care service in

I specified faciliies

! <Nursing care prevention
allowance for purchasing
assistive devices

{Rental service of nursing
care prevention assistive
devices

| Community-oriented

1 nursing care prevention
1services

I &Nursing care prevention

,  day service for the elderly
1 with dementia

1 ONursing care prevention

: small-scale and multifunc-
| tional in-house care

1 ONursing care prevention

I daily-life group care for the
: elderly with dementia

1

1 Other

! & Allowance for home
renovation
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Long-Term Care Insurance System

*

*

*

Standard collec-

Insured

Municipalities/

5% of cost sharing by the national government which is adjusting subsidy increases ac-
cording to the number of persons at 75 year-old and over, and the income level of the eld-
erly.

Benefits for facilities (3 eldery care insurance related facilities and specified facilities) are
undertaken 20% by the national government and 17.5 % by prefectures.

The number of first insured person is based on Report of long-term care insurance (tempo-

tion 5 B Special wards
1 5
1 S &
1 >c
1 2.2 X
@©
1 E = 8
! —— s g [ 3
1 Municipalities S o B k=3
1 A <t S (=) Q
. —| collect premiums | S =
1 from individuals = E
1 S [ e
| Primary insured o =5
1 (Age 65+) Insurgnce s % S E =3 @
! 27,57 million premium S P =3 | 5
= [0 [5]
1 : people : =5 E, 2 £
! I o I g
. ) 1 1 E S @ o o
I Using services 1 1 25 Bl o
:—> 1 1 Municipalities g9 [BE é
. £
1 ' I collect premiums = Z
| —— 1 from individuals =
| User's co-payment 1 1 . P
. 1 1 Special o
T 1 1 . =
: o Certification on | | collection 8
= -
, long-term care : : AR
: need 1 1 S I =
o Implement in 1 1 * Insurance premium for oS %
1 municipalities : : non- elderly people are | & = % g
o ; 2
: Certification of )1 = borne by business and | & ol L ﬁ
. long term care : :E 'theth National Treas#ry % = § =
©
] needmaybe |, £ Intesamewayasior | o 5|3 ©
1 : . | @ medical insurance. P B | T
\ implemented ' 8 s 2|4 s
I | overwider areas Secondary £ | Medical Insurers s =[ =
1 insured (Age 40 7 = o ©
1 or contract to to 64) = + Health Insurance E 2 =
1 | prefectures 4239 million Society € 5 =
1 i . : o =
. people National Health 5 T e
[ [} o
1 o a 2
. Lump-sum pay- § o S
1 . 2 2 o
1 o Creating me"ItSd(IE be hout 2 s k3
I long-term care fhooe tro)ug ou =
: e country
| service plans 15 g
I+ Support o e
>
: planned use of Social !nsurance 3
1 care services medical fee >
1 payment fund
1
1
1
1
1
1
1
1
1
1
1
1
-

*

rary), April, 2008.

The number of second insured person is based on the report from medical insured persons
to fix the amount of long-term care payment fee by Social Insurance Medical Fee Payment
Fund and average in 2006.
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Appendix

Appendix 1
Japan

A EE Population Active population Activity rate
Total Men Women Total Men Women Total Men Women
0—14 17,330 8,880 8,450 = = = = = =
15—19 6,320 3,240 3,080 1,030 530 500 16.3 164 16.2
20—24 7,260 3,730 3,540 5,070 2610 2460 69.8 700 695
25—29 7,840 3,990 3,850 6,670 3,750 2,920 851 940 758
30—34 9,420 4,770 4,640 7,590 4,620 2970 80.6 969 64.0
35—39 9,400 4,750 4,650 7,590 4,590 2,990 80.7 966 64.3
40—44 8,150 4,100 4,040 6,890 3,980 2,910 84,5 97.1 72.0
45—49 7,720 3,870 3,850 6,670 3,750 2,910 864 969 756
50—54 8,120 4,050 4,070 6,760 3,880 2,880 83.3 958 70.8
55—59 10,540 5220 5330 8,100 480 3240 76.9 93.1 60.8
60—64 8,360 4,070 4,290 4,830 3,030 1,810 57.8 744 422
65—69 7,800 3,730 4,070 2,860 1,810 1,050 36.7 485 258
70—74 6,900 3,180 3,720 1,520 970 550 22.0 305 14.8
75+ 12,610 4,730 7,880 1,110 680 430 88 144 55
15—64 83,130 41,790 41,340 61,200 35,600 25,590 736 852 619
65+ 27,310 11,640 15680 5490 3,460 2,030 20.1 29.7 12.9
Total (15+) 110,440 53,430 57,010 66,690 39,060 27,620 604 73.1 48.4
Total 127,770 62,310 65,460 66,690 39,060 27,630 522 62.7 422

United Kingdom

Activity rate

Population

Age group
Total Men Women
15—19 3,128 1,692 1,536
20—24 3,770 1,866 1,904
25—29 3694 1800 1,894
30—34 3,763 1,823 1,940
35—39 4,408 2,143 2,265
40—44 4,587 2252 2,335
45—49 4,187 2,064 2,123
50—54 3,719 1,834 1,885
55—59 3,764 1850 1914
60—64 3,445 1687 1,758
65—69 2,687 1,297 1,390
70—74 2,326 1,090 1,236
75+ 4,248 1,704 2,544
15—64 38465 18911 19554
65+ 9,261 4,091 5,170
Total (15+) 47726 23002 24724

Active population

Total

1,663
2,843
3,112
3,169
3,716
3,935
3,571
3,071
2,691
1,585
425
{55
70
29356
650

30006

Men
848
1,509
1,662
1,715

1,983
2,084
1,868

1,608
1,438
1,000

275
99

43
15715
417
16132

Women

815
1,334
1,450
1,454
1,733
1,851
1,703
1,463
1,253

585

150

56

27
13641
233
13874

Total
53.2
75.4
84.2
84.2
84.3
85.8
85.3
82.6
715
46.0
15.8

6.7
16
76.3
7.0
62.9

Men Women

533
80.9
923
94.1
925
925
90.5
87.7
777
59.3
212

9.1

25
83.1
10.2
70.1

531
70.1
76.6
74.9
76.5
79.3
80.2
776
65.5
333
10.8

45

1.1
69.8

45
56.1

France”

Population

Age group
Total Men Women
15—19 4180 2,135 2,045
20—24 3,670 1,831 1,839
25—29 3,897 1,950 1,947
30—34 4,005 1,995 2,010
35—39 4252 2,116 2,136
40—44 4,384 2,158 2,225
45—49 4,186 2,021 2,166
50—54 4,106 2,006 2,101
55—59 4,080 1,993 2,087
60—64 3,093 1,512 1,581
65—69 2,333 1,111 1,222
70—74 2,372 1,058 1,314
75+ 4,869 1,867 3,002
15—64 39852 19716 20136
65+ 9,573 4,036 5537
Total (15+) 49,426 23,752 25,674

Active population

Total
639
2,266
3,410
3,548
3,807
3,941
3,724
3,479
2,389
506
83
35
16
27709
134
27,843

Men
404
1,188
1,820
1,917
2,035
2,056
1,895
1,811
1,234
265
52
21
10
14625
82
14,707

Women
235
1,079
1,590
1,630
1,772
1,885

1,829
1,668
1,155

241

32

14

6
13084
52
13,136

Activity rate
Total

153 18.9
618 649
875 934
886 96.1
895 96.2
899 953
89.0 938
84.7 903
585 619
16.4 175

3.6 46

1.5 2.0

0.3 0.5
69.5 742

1.4 2.0
56.3 619

Men Women

11.5
58.6
817
81.1
83.0
84.7
845
79.4
553
15.2

Age group Total
16—19 16982
20—24 20427
25—29 20607
30—34 19144
35—39 20738
40—44 21664
45—49 22661
50—54 20882
55—59 18194
60—64 14339
65—69 10708
70—74 8461
75+ 17059
16—64 195638
65+ 36228

Total (16+) 231866

Population

Men  Women
8618 8364
10291 10137
10336 10271
9523 9622
10247 10491
10663 11000
11125 11536
10187 10695
8807 9388
6851 7488
4986 5722
3825 4636
6714 10345
96648 98992
15525 20703
112173 119695

Total Men
7012 3541
15205 8095
17130 9441
16000 8867
17292 9531
18235 9768
18903 9995
16795 8806
13104 6848
7646 4057
3179 1710
1457 810
1167 668
147322 78949
5803 3188
153124 82136

Women
3471
7110
7689
7132
7761
8467
8908
7988
6257
3589
1469

647
499
68372
2615
70988

Population, Labor Force and Labor Force Participation Rate by Sex and Age (2007)

(1,000 persons, %)

United States of America

Active population

Activity rate

Total Men Women
413 411 415
744 787 70.1
83.1 913 74.9
836 93.1 74.1
834 93 74
842 916 77
834 8938 772
804 864 747
72 778 66.6
533 59.2 47.9
29.7 343 257
172 21.2 14
6.8 9.9 4.8
753 817 69.1
16.0 205 12.6
66.0 732 59.3

Active population

Age group Total
0—9 7,161
10—14 3,901
15—19 4,812
20—24 4,872
25—29 4,901
30—34 4,712
35—39 6,154
40—44 7,297
45—49 6,348
50—54 5,726
55—59 5,293
60—64 4,434
65—69 5,593
70—74 4,198
75+ 6,854
15—64 54,549
75+ 16,645
Total (15+) 71,194
Total 82,257

Population

Men
3,654
2,021
2,508
2,517
2,457
2,393
3,111
3,722
3,175
2,858
2,610
2,183
2,672
1,937
2,454
27,534
7,063
34,597
40,271

Women
3,507
1,881
2,304
2,356
2,444
2,319
3,043
3,574
3,174
2,868
2,684
2,252
2,920
2,261
4,400
27,018

9,581
36,599
41,986

Total Men

1,558 875
3,469 1,877
3,985 2,129
4,067 2271
5445 2,999
6,553 3,560
5661 2,997
4,883 2612
3,948 2,158
1,601 984
400 246
139 86

62 40
41,170 22,462
601 372
41,771 22,834
41,771 22,834

Women

2,271
1,791
616
154
53

22
18,706
229
18,935
18,936

Activity rate

Total Men Women
324 349 296
712 746 67.6
813 867 75.9
86.3 94.9 77.4
885 964 80.4
898 956 83.7
892 944 83.9
853 914 79.2
746 827 66.7
36.1 451 27.4
72 9.2 6.3
33 44 23
0.9 1.6 0.5
755 816 69.2
36 618 24
587 66.0 51.7
508 56.7 45.1

Italy®

Active population

Age group =
0—9 5,628
10—14 2,699
15—19 2,940
20—24 3,109
25—29 3,672
30—34 4,522
35—39 4,793
40—44 4,818
45—49 4,214
50—54 3,793
55—59 3,799
60—64 3,284
65—69 3,298
70—74 2,835
75+ 5,475
15—64 38,946
65+ 11,607
Total (15+) 50,553
Total 58,880

Population
Men  Women
2,893 2,735
1,386 1,313
1,510 1,430
1,578 1,531
1,851 1,821
2,283 2,240
2,418 2,375
2,418 2,400
2,096 2,118
1,869 1,923
1,858 1,941
1,586 1,698
1,553 1,745
1,276 1,558
2,054 3,421
19,467 19,479
4,883 6,724
24,350 26,203
28,629 30,251

Total

324 205
1,647 912
2,637 1,488
3,629 2,101
3,890 2,279
3,846 2,274
3289 1,955
2,738 1,674
1,795 1,124

654 471

242 187

88 71
48 38
24,350 14,483
378 296
24,728 14,779
24,728 14,779

Men Women

119
636
1,149
1,528
1,611
1,572
1,333
1,065
671
183
55

16

10
9,867
82
9,949
9,949

Activity rate

Total Men Women
11.0 13.6 8.4
49.8 57.8 415
718 80.4 63.1
80.2 92.0 68.2
81.2 94.2 67.8
79.8 94.0 65.5
781 93.3 63.0
722 89.5 55.4
47.2 60.5 346
19.9 29.7 10.8
7.3 12.0 B2
3.1 56 11
0.9 1.8 0.3
62.5 74.4 50.7
353! 6.1 1.2
48.9 60.7 38.0
42.0 51.6 32.9
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Population Active population Activity rate Population Active population Activity rate
Age group Age group

Total Men Women Total Men Women Total Men Women Total Men Women Total Men Women Total Men Women
15—19 3,202 1,670 1,532 232 108 124 7.3 6.5 8.1 15—19 273 143 129 37 22 15 135 152 1.8
20—24 2735 1,147 1,588 1,439 542 896 52.6 47.3 56.5 20—24 214 110 104 143 74 68 66.5 675 65.5
25—29 3918 1,987 1931 2,859 1,543 1,316 73.0 777 68.2 25—29 239 113 126 215 106 109 899 936 86.6
30—34 3933 2,005 1,929 2,886 1,849 1,036 734 92.2 53.7 30—34 289 137 153 254 134 119 87.7 982 78.2
35—39 4,349 2,206 2,142 3,347 2,091 1,256 77.0 94.8 58.6 35—39 305 149 156 258 146 111 845 98.1 715
40—44 4101 2,078 2,023 3,313 1,966 1,347 80.8 94.6 66.6 40—44 318 157 161 263 152 111 829 972 69.0
45—49 4181 2,098 2,083 3,305 1,952 1,354 791 93.0 65.0 45—49 325 159 165 262 154 108 80.8 96.6 65.5
50—54 3401 1,704 1697 2535 1,528 1,007 745 89.7 59.3 50—54 285 143 143 220 134 86 77.2 940 60.4
55—59 2472 1,230 1,242 1,645 1,016 629 66.6 82.6 50.6 55—59 230 117 113 152 99 53 66.0 845 46.8
60—64 2,007 975 1,032 1,130 678 453 56.3 69.5 43.9 60—64 144 70 75 67 46 22 468 655 291
65—69 1,861 851 1,010 806 469 338 433 55.1 334 65+ 324 142 182 48 33 15 148 236 8.0
70—74 1,430 615 815 470 256 215 329 41.6 26.3 15—64 2,621 1,297 1,325 1,870 1,067 804 714 823 60.7
75+ 1,580 517 1,063 247 125 122 15.6 242 11.4 Total (15+) 2,945 1,438 1,506 1,918 1,100 818 65.1 765 54.3
15—64 34,299 17,101 17,198 22,692 13274 9,418 66.2 776 54.8
65+ 4871 1983 2,889 1,524 850 674 31.3 42.9 2ENE]

Total (15+) 39,170 19,084 20,086 24,216 14,124 10,092 61.8 74.0 50.2

Thailand”

Age group

0—14
15—19
20—24
25—29
30—34
35—39
40—49
50—59
60+
Total (15+)
Total

Total

Population Active population Activity rate
| Men Women Total Men Women Total Men Women

14,681 7,496 7,185 - - - - - -
5256 2,684 2573 1,498 932 566 28.5 34.7 22.0
5283 2,684 2599 3,716 2112 1,603 70.3 787 61.7
5332 2,694 2638 4,663 2543 2,120 87.5 94.4 80.4
5412 2,672 2,740 4,891 2580 2311 904 96.6 843
5497 2645 2852 5,032 2569 2463 915 971 86.4

10,199 4,888 5311 9,196 4,746 4,450 90.2 97.1 83.8
7,067 3,372 3695 5829 3,139 2,690 825 93.1 72.8
7,073 3,152 3921 2,787 1626 1,161 394 516 296

51,119 24,790 26,329 37,612 20,247 17,364 73.6 81.7 66.0

65,800 32,286 33,514 37,612 20,247 17,364 57.2 62.7 51.8

Sources: United Kingdom, EU15: OECD.Stat Extracts (http://stats.oecd.org/wbos/), October, 2008.
Others, ILO LABORSTA (http://laborsta.ilo.org/), October, 2008.

Notes:

1

2)

3)
4)

5)

6)

7

8)

9)

Current working population published in the Annual Report on the Labour Force Survey by Ministry of Internal Affairs and
Communications (2008); this covers Japanese and non-Japanese of 15 years of age or older who have resided in Japan for
more than three months and does not include diplomats from other countries or U.S. military personnel stationed in Japan.
Members of the Self-Defense Forces and inmates of correctional facilities are included.

Compiled from the Current Population Survey (CPS) by the U.S. Department of Commerce (2008). This covers the
population that is 16 years of age or older not committed to correctional facilities and does not include military personnel,
inmates of correctional facilities, diplomats from other countries or U.S. citizens residing abroad.

Complied from the “Labour Force Survey” by the U.K. Office for National Statistics. This covers the population that is 16
years of age or older not committed to correctional facilities. Professional soldiers are included, but drafted soldiers are not.
Compiled from the “Microcensus” by the Federal Statistical Office of Germany and the “EU Labour Force Survey”; this
covers the domestic residents that are 15 years of age or older, including military personnel and inmates of correctional
facilities and does not include the diplomats from other countries or foreign military forces stationed in the country.

The population that is 15 years of age or older based upon the “Labour Force Survey”

Compiled from the “Labour Force Survey” by the Instituto Nazionale di Statistica (Istat); this covers the population that is 15
years of age or older not committed to correctional facilities.

Inhabitant population based upon the “Labour Force Survey” by the National Statistical Office of South Korea; this covers
domestic residents that are 15 years of age or older not committed to correctional facilities and does not include military
personnel, inmates of correctional facilities or aliens residing in South Korea.

Compiled from the “Labour Force Survey” by the Ministry of Manpower of Singapore; this covers the population that is 15
years of age or older not committed to correctional facilities and does not include tourists, transient residents or commuters
from other countries.

Compiled from the “Labour Force Survey” by the National Statistical Office of Thailand; this covers the population that is 13
years of age or older not committed to correctional facilities and does not include the inmates of correctional facilities or
military personnel.
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Appendix 2 Ratio of Part-time Workers to Number of Employed

(%)
FY 1995 2000 2003 2004 2005 2006 2007 2008
Total - 16.3 18.2 18.1 18.2 18 18.9 19.6
JAPAN Men = 7.4 8.9 8.8 8.8 8.5 9.2 .8
Women - 291 31.5 31.3 31.6 31.3 32.6 33.2
Total 14 12.6 13.2 13.2 12.8 12.6 12 12.2
UNITED STATES OF AMERICA Men 8.3 7.7 8 8.1 7.8 7.8 7.2 7.5
Women 20.2 18 18.8 18.8 18.3 17.8 17.1 17
Total 18.8 18.1 18.9 18.5 18.3 18.1 18.2 18.4
CANADA Men 10.8 10.3 11.1 10.9 10.8 10.9 11 11.3
Women 28.5 27.2 27.9 27.2 26.9 26.2 26.1 26.4
Total 22.3 23 23.7 24 234 23.3 23 22.9
UNITED KINGDOM Men 7.4 8.6 9.7 9.7 9.8 9.9 9.8 10.2
Women 40.8 40.8 40 40.3 39.1 38.7 38.4 37.7
Total 14.2 17.6 19.6 201 21.8 22 22.2 221
GERMANY Men 34 4.8 5.9 6.3 7.4 7.6 7.9 8.2
Women 291 33.9 36.3 37 39.4 391 39.2 38.6
Total 14.2 14.2 12.9 13.3 13.4 13.3 13.4 13.4
FRANCE Men 5.6 5.5 4.7 4.7 52 52 5 52
Women 24.8 24.9 22.7 234 23 22.6 23.1 22.7
Total 10.5 12.2 12 14.8 14.6 14.9 15.1 16.3
ITALY Men 4.8 5.7 4.9 5.6 5.1 5.3 5.4 6.6
Women 211 23.4 23.6 28.7 29.2 29.4 29.9 31
Total 15.1 14 14.1 14.4 13.5 13.4 14.4 14.4
SWEDEN Men 6.8 7.3 7.9 8.5 8.5 8.4 9.5 9.6
Women 241 214 20.6 20.8 19 19 19.7 19.6
Total 43 7 7.7 8.4 9 8.8 8.9 9.3
REPUBLIC OF KOREA Men 2.8 5.1 5.3 5.9 6.5 6.3 6.3 6.5
Women 6.6 9.8 1.2 11.9 12.5 12.3 12.5 13.2
Total - - 243 23.8 24 23.9 23.7 23.8
AUSTRALIA Men - - 12.2 12 12 12.2 12.3 12.3
Women - - 39.3 38.4 38.7 38.2 37.7 37.7

Source: OECD.Stat database on "Incidence of FTPT employment" (http://stats.oecd.org/wbos/) September, 2009

Note: The figures refers to those who usually work less than 30 hours per week in their main job. However, figures for Australia are
based on actual working hours. Figures for Japan are for those who have less than 35 actual working hours per week. Figures for
the United States of America are for wage and salaried workers.
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Appendix 3 Unemployment Rates (Officially Published National Sources)

(%)
Country or region 1995 2000 2002 2003 2004 2005 2006 2007
JAPAN 3.2 47 5.4 5.3 47 44 4.1 3.9
UNITED STATES OF AMERICA? 5.6 4.0 5.8 6.0 5.5 5.1 46 46
CANADA'"’ 9.5 6.8 7.7 7.6 7.2 6.8 6.3 6.0
UNITED KINGDOM?»# 8.6 5.4 5.2 5.1 4.8 4.9 5.4 5.3
GERMANY" ¥ 10.1 7.9 8.7 10.0 11.0 11.1 10.3 8.6
FRANCE? 116 10.0 8.9 8.5 8.8 8.8 8.8 8.0
ITALY 1.3 10.5 9.0 8.7 8.0 77 6.8 6.1
SWEDEN?"? 7.7 47 40 49 55 6.0 5.4 6.1
RUSSIA?# 9.5 9.8 7.9 8.0 7.8 7.2 7.2 6.1
CHINA®® 2.9 3.1 4.0 43 42 42 4.1 4.0
CHINA, HONG KONG SAR"™ 32 49 7.3 7.9 6.8 56 48 4.0
TAIWAN 1.8 3.0 5.2 5.0 4.4 4.1 5.1 5.1
REPUBLIC OF KOREA 2.0 4.4 3.3 3.6 3.7 3.7 35 3.2
SINGAPORE®"® 2.7 3.8 5.6 5.9 5.8 - 45 4.0
MALAYSIA® 7 3.1 3.0 3.5 3.6 3.5 3.5 3.3 3.2
THAILAND?: 9 1.1 2.4 18 15 15 14 12 12
INDONESIA® 4.0 6.1 9.1 9.7 9.9 11.2 10.3 9.1
PHILIPPINES® 8.4 10.1 10.2 10.2 10.9 74 7.4 73
AUSTRALIA? 8.4 6.4 6.4 5.9 5.5 5.0 48 44
NEW ZEALAND®" ¥ 6.3 6.0 5.2 47 3.9 3.7 3.8 3.6
BRAZIL? ™0 6.1 9.4 9.2 9.7 8.9 9.3 8.4 -

Sources: Japan, Statistics Bureau, Ministry of Internal Affairs and Communications, Annual Labour Force Survey, 2007.
U. K., National Statistics "Labour Market Trends" (http://www.statistics.gov.uk/) as of Oct., 2008.
Others, ILO LABORSTA (http://laborsta.ilo.org/) as of Oct., 2008.
Notes: The surveys cover the population that is 15 years of age or older, in principle.
1) 16 years of age or older.
2) The values from 1995 cannot be compared precisely with those from the subsequent years, as there was a change in the
measurement method.
3) Value from every March (value from every April until 2002); the values from 2005 and earlier cannot be compared precisely
with those from the subsequent years, as there was a change in the measurement method.
4) As of March before 2002.
5) 15 years of age or older.
6) 16-64 years of age. The values before 2005 cannot be compared precisely with those from the subsequent years, as there
was a change in the measurement method.
7) 15-72 years of age.
8) As of December each year. Figures in urban areas.
9) Permanent residents of 15 years of age or older (value in 1995 is the population for 15 years of age or older). As of June
each year. The values shown in the 2000 column are from 2001.
10) 15-64 years of age.
11)  3rd quarter each year. 13 years of age or older before 2001.
12) As of May each year. As of February from 2006. The values shown in the 1995 column are from 1996, and covers 10 years
of age or older.
13) As of October each year. The values before 2005 cannot be compared precisely with those from the subsequent years, as
there was a change in the measurement method.
14) 10 years of age or older. As of September each year. Six local cities (Rondonia, Acre, Amazonas, Roraima, Para and
Amapa) are excluded. The values shown in the 2000 column are from 2001.
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Appendix 4 Wages, Manufacturing

(Total)

Country of region Lgezf 2000 2002 2003 2004 2005 2006 2007  Note"
Japan? Yen/month JPN 390600 406707 401469 410817 419768 419656 425059 411375 E

Yen/day 19727 20645 20483 20854 21200 24411 21577 20989
Yen/hour 2383 2460 2451 2481 2503 2516 2532 2455

United States of America®  US$/h USA 1234 1432 1529 1574 1615 1656  16.80 E w
Canada® CASh CAN 1662 1825 1947 1976 2028 2065 2076 2158 E w
United Kingdom® Pound/h GBR 785 1040 112 1165 1203 1251 1287 1320 E e
Germany? Euroh DEU 2546 2778 1472 1509 1540 1560 1574 1909 E w
France? Euroh FRA 5278 1020 1150 1200 1230 1256 - E e
ltaly® L TA 1313 1144 1045 1072 107 M35 173 R e
Swedend Kronalh SWE 1070 113 1182 1220 1261 1299 1338 1395 E w
Russia‘0 Ruble/m RUS 464792 2365 4439 5603 6849 8421 10,199 12879 E e
China Yuan/m CHN 431 729 o7 1041 1169 1313 1497 1740 E e
Hong Kong HKS/d HKG 2780 3354 3261 322 3243 2790 3217 3428 R w
Republic of Korea'" 1000Won/m  KOR 1,124 1602 1907 2074 2280 2458 2595 2772 E e
Singapore'? SGS/m SGP 2157 303 3154 3265 3350 3495 3618 3764 E e
Thailand® Bahtim THA 4994 5839 6795 6432 6129 6407 6942 699 R e
Philippines’® Pesold PHL 6654 2307 2343 2377 2367 2528 2748 2165 R e
India® Rupee/m IND 1211 1281 1159 1079 1732 1234 - E w
Australia® AUS$/h AUS 1559 1846 2045 - - %3 E e
New Zealand™ NZ$/h NZL 1456 1697 1810 1850 1929 1958 205 E e
Brazil® Realim BRA 631 763 902 - - - - g o

Sources: ILO LABORSTA (http://laborsta.ilo.org/), Ministry of Health, Labour and Welfare, Monthly Labour Survey, 2007.

Notes: 1)
2)
3)
4)
5)
6)
7)

8)

9)

10)
11)

12)
13)
14)

15)
16)
17)
18)

166 Labor S

E = Earnings, R = Wage rate, e = Employees (wage workers and salary employees), w = Wage workers (site or production
worker). Salary employees refer to clerical, managerial, technical and professional workers.

Regular workers of the business institutions employing 30 or more workers in the monthly labor surveys: bonus and other
specially-paid wages are included. The working hours refer to the total hours actually worked.

Production workers of the private sector (excluding managerial workers)

Employees on hourly wages: overtime wages are included.

Value from April every year; Northern Ireland is not included. Wage rates for adult full-time workers; overtime wages are not
included.

The value for 1995 consists of the former West Germany areas. Family allowances paid directly by employers are included.
Values for 2000 or earlier are shown in DEM. EUR1.00 = DEM1.95583.

Value from every October; those subject to the survey were changed in and after 1998. The unit before 1998 is franc/hour.
EUR1.00 = FR6.55957.

The index number for 1995 is based on the value of 1990 as 100; the index number for 2000 is based on the value of
December 1995 as 100; and the index number for 2002 is based on the value of December 2000 as 100.

Private sector. The value for 1995 is the value for adults in the second quarter of the year. The value for 2000 is the value
for adults during September through October of the year. Allowances for vacation, sick leave and overtime work are not
included, except in the value for 1995, which includes allowances for vacation and sick leave, as well as valuation for wages
in kind.

The values for 1997 and after are shown in the new ruble; new RUB1 = old RUB1000.

Unit 1,000; family allowances and valuation for wages in kind are included; business institutions with 10 regular employees
or more.

Statistical techniques were changed in 1998. Industry classification was changed in 2006.

Value from every March; wage rate for normal working hours in business institutions except state enterprises.

The value for 1995 is the wage per month for business institutions with 20 employees or more, calculated based on the
annual wages. The values shown in the 2000 column are from 2001. The values for 2002 and after are the daily wages.

The values fluctuate due to the change in the scope of workers surveyed.

Full-time non-managerial workers; value from every May. The industry classification was changed in and after 1996.

The corporations with 0.5 full-time employee (or equivalent) or more; value from every February.

The value is as of December every year.
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Appendix 5 Working Hours per Year (Estimated Value, Manufacturing, Production
Employee in Principle)

(Hours)
Year Japan United States United Kingdom Germany France
1980 2,162 (209) 1,893 (146) 1,883 (125) 1,719 (104 ) 1,759
1985 2,168 (230) 1,929 (172) 1,910 (161) 1,663 (83) 1,644
1990 2,124 (219) 1,948 (192) 1,953 (187) 1,598 (99) 1,683
1995 1,975 (152) 1,986 (234) 1,943 (198) 1,550 (88) 1,680
1996 1,993 (168 ) 1,986 (234) 1,929 (182) 1,517 (68) 1,679
1997 1,983 (179) 2,005 (250) 1,934 (187) 1,517 (68) 1,677
1998 1,947 (152) 1,991 (239) 1,925 (177) 1,625 (57) 1,672
1999 1,942 (155) 1,991 (239) 1,906 (151) 1,525 (57) 1,650
2000 1,970 (175) 1,986 (239) 1,902 (151) 1,538 1,589
2001 1,948 (159) 1,943 (203) 1,902 (151) 1,529 1,554
2002 1,954 (171) 1,952 (213) 1,888 (135) 1,525 1,539
2003 1,975 (189) 1,929 (218) 1,888 (130) 1,525 1,538
2004 1,996 (199) 1,948 (239) 1,888 (130) 1,525 1,538
2005 1,988 (200) 1,943 (239) 1,869 (125) 1,525 1,637
2006 2,003 (209 ) 1,962 (229) 1,874 (125) 1,538 1,637

Sources: Monthly Labour Survey; Ministry of Health, Labour and Welfare, statistics of EU and other countries; estimates by Wages and
Working Hours Division, Labour Standards Bureau, Ministry of Health, Labour and Welfare.
Notes: 1) Figures in parentheses are hours worked out of fixed working hours. The figures for this is not available for Germany and
France.
2) The scale of enterprises included is in Japan: companies with over 5 employees, in the USA: all companies, and in other
countries: companies with over 10 employees.
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Appendix 6 Trade Union Membership and Density Rates (National Official Statistics)

(thousands, %)

Country 1995 2000 2002 2003 2004 2005 2006 2007

Japan
Membership 12,614 11,539 10,801 10,531 10,309 10,138 10,041 10,080
Density rates 23.8 21.5 20.2 19.6 19.2 18.7 18.2 18.1
United States of America
Membership 16,360 16,258 16,145 15,776 15,472 15,685 15,359 15,670
Density rates 14.9 13.5 13.3 12.9 12.5 12.5 12.0 12.1
United Kingdom"
Membership 6,791 6,636 6,577 6,524 6,513 8,360 6,279 7,084
Density rates 32,6 29.7 29.2 29.3 28.8 29.0 28.4 28.0
Germany? 6,394
Membership 11,242 9,740 9,200 8,930 8,580 8,170
Density rates 36.0 29.0 26.6 25.8 24.8 24 4 23.6
France
Membership = = = 1,845 = = =
Density rates = = = 8.2 = = =

Republic of Korea

Membership - 1,526 1,606 1,550 1,637 1,506 1,559 1,688
Density rates - 12.0 11.6 11.0 10.6 10.3 10.3 10.8
Singapore
Membership 235 314 390 417 444 450 463.4 494.7
Density rates 13.8 15.0 18.1 19.5 201 194 18.6 18.1
Thailand®
Membership 243 - - - (328) - -
Density rates 2.3 - - - (2.0) - -
Philippines
Membership 3,587 3,778 1,469 1,517 1,572 1,910 1,909
Density rates 30.2 27.2 - - - - -
Australia
Membership 2,252 1,902 1,834 1,867 1,842 1,912 1,786 1,696
Density rates 32.7 24.7 23.1 23.0 22.7 22.4 20.3 18.9

Sources: Japan, Ministry of Health, Labour and Welfare, Basic Survey on Labour Unions, 2007.
U.S., U.S.Bureau of Labor Statistics (Jan. 2008) Union Members in 2007.
U.K., Department for Business (Jul. 2008) Trade Union Membership 2007.
Republic of Korea, Ministry of Labo r (http://molab.go.kr/), as of January 2009.
Singapore, Ministry of Manpower (http://www.mom.gov.sa/publish/momportal/en/home.html), as of December 2008.
Australia, Australian Bureau of Statistics (Apr. 2008) Employee Earnings, Benefits and Trade Union Membership, Australia,
August 2007.
Others, Ministry of Health, Labour and Welfare, White Paper Concermning the Overseas Situation, 2007-2008 etc.
Notes: 1) 2005 and earlier: fall, 2006: 4th quarter
2) The membership consists of the DGB (Deutscher Gewerkschaftsbund), DBB (Deutschen Beamtenbundes) and CGB
(Christlicher Gewerkschaftsbund). In and after 2004, the membership of the CGB is estimated to be approximately 300,000,
though the actual number is unknown.
3) The figures for 2004 are in round numbers.
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Index

A
Act on Promoting the Resolution of Individual Labor Dis-
putes, 105
annual paid leave, 80, 128, 136
annual working hours, 80

association-managed health insurance, 157

B
baby boomers, 9, 116
bank of human resources, 131
basic pension, 151, 154, 155
birthrate decline, 148
bubble economy, 2, 3, 17, 32, 96, 97

C
care services, 137, 157, 160, 161
career development, 11, 38, 68, 73, 133, 145, 146
Central Minimum Wage Council, 136, 138, 139
Child Care, 71, 137
Child Care and Family Care Leave Act, 71, 137
collective bargaining, 88, 93, 99, 102, 103
collective dismissals, 72
collective labor disputes, 9
completely unemployed persons, 19
Comprehensive Support Center for Student Employment,

131

compulsory benefit costs, 83, 84

D
de-facto working hours, 82
disabled workers, 121
disciplinary dismissals, 72
discretionary scheduling system, 82
dismissals, 38, 70, 71, 72, 104, 105, 109, 110
dispatched workers, 10, 21, 28, 35, 36, 37, 41, 47, 94, 112,
127,129

diversification of employment, 21, 93

Index

E

employees’ pensions, 154, 155

employment insurance, 10, 57, 58, 113, 145, 146, 148, 149

employment measures for young people, 114

employment quota system for disabled persons, 120

employment structure, 31, 33

enterprise labor unions, 93

enterprise unions, 10, 88, 91, 93, 95

estimated unionization rate, 91

Equal Opportunity and Treatment between Men and
Women in Employment, 124

F

family care leave, 71, 137

foreign population, 17

foreign workers, 51, 52, 53, 54, 55, 56, 57, 58, 132, 133, 135

forms of employment, 21, 47, 97, 99, 125, 132

freeters, 7, 13, 41, 73, 113, 114, 128, 145, 146

Fundamental Policy for Employment Measures for Disabled
Persons, 120, 122

future population, 151

G

government-managed health insurance, 157, 159

H
Hello Work Plaza, 131
high economic growth, 17, 32

hiring process, 63

|
Industrial Accident Prevention Plan, 141
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