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Increase in Foreign Workers by Visa Status (2008-2025)
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O Especially
Specified Skilled Workers (SSW)
Technical Intern Trainees (TIT)

Engineers / Humanities / International
Services (EHI)
||| “ Permanent Resident

L ' - Introduction of new visa categories
- Relaxation of eligibility requirements

(e.g., longer duration of stay, broader
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Concentration in SMEs
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O About 80% of firms employing foreign workers have fewer than 100 employees in 2022
O From 2012 to 2023:

- Number of establishments employing foreign workers increased by 2.7 times

- For establishments with fewer than 30 employees, increased by 3.1 times

- Particularly, TIT and SSW workers are widely employed in SMEs 3/21



Need to Understand Reality (Not Only Best Practices)

O Examples of “best practices”:

NEADRRORAEREER SREE ABELEDH A - Long-term leave aligned with home-country customs
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Multilingual safety signs in the factory

Manuals written in native languages

Hospital accompaniment
¥10,000 bonus for passing JLPT N3
In-house free Japanese language training

Company-funded recreational activities

O Policy discussions often overemphasize ideal cases
- However, many SMEs cannot afford these measures
- Need to focus on actual conditions and constraints
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Distribution of Firms (e.g., TIT Program)

- Horizontal axis: firm “quality” (wages, working conditions)

- Assume firm quality follows a normal distribution (unobservable in reality)
- W : mean, o : standard deviation (deviation from the mean)

“Ordinary” firms

Firms Violating Firms with many

Labor Laws best-practice
1 34.1% | 34.1% features,
| \ | \
2.1% 2.1%
0.1% | | 0.1%

-36 -2 -lo il lo 26 36

https://introcs.cs.princeton.edu/python/appendix_gaussian/ 5/21



Distribution of TIT Workers

- Horizontal axis: attitude toward work (skill, effort, retention)

“Ordinary” workers

High performers

runaways, (e.g., JLPT N1, Skill
absenteeism Test Grade 2)
A 34.1% | 34.1% L
| | \
2.1%
0.1% |
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https://introcs.cs.princeton.edu/python/appendix_gaussian/ 6/21



Research Project

O Toyota Foundation Grant Project in FY2021: “Acceptance of Foreign Workers
and Japanese Society”

O “Co-creation Platform for Evidence-based Policy on Foreign Workers”

(PI: Ryo Kambayashi, Musashi University)

(i) Analysis of Wages for Foreign Workers
(i) Survey on the Work and Lives of TIT and SSW Workers

- Discussion Papers to be published in FY2026
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Wage Distribution (Foreign and Japanese Workers)

0 Data: Basic Survey on Wage Structure
154 (2020-2023)

- : Foreign workers
-: Japanese workers

O Average hourly wage:
Foreign: 1,666 yen
Japanese: 2,265 yen

Distribution

05 -
O Distributional features:
- Foreign workers concentrated at
1,000-1,500 yen
- Share of high-wage foreign workers
0 10 20 30 40 o0 60 70 80 similar to Japanese

Hourly wage (100 yen) 8/21



Decomposition of Wage Gap (Overall)

Reduction
Wage gap in Wage
o S S Gap

+HRM No control -27.7% --

(emp type, tenure)
< 4 + Prefecture -29.0% +1.3 pp
% -1 + +Establishment + Human capital (age, sex, edu) -16.2% -12.8 pPp
%; +Occupation + Industry -13.3% -2.9 pp
; , }  +industry + Occupation -11.1% -2.2 pp
=R + Human capital -
E (age, sex, education) + Establishment -6.7% -4.4 PP
9 + HRM (emp type, tenure) +1.1% -7.8 0])
5 _3-

+ } - How much the wage gap narrows (or widens) when
:'oontrol + Prefecture characteristics (e.g., prefecture) are equalized
-4 , between foreign and Japanese workers

- About 70% explained by human capital and HRM
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International Comparison

Within-job Share (a)+ Share (a)+HRM Share
(a)+Tenure ) : ) ) :
gap explained | Part-time explained | practices explained
(@) (b) (a)-(b)/(a) (©) (a)-(c)/(a) d)  (a)-(d)/(a)
Canada -9.4% -5.9% 0.37 -8.8% 0.07 n.a.
Denmark -2.3% -0.7% 0.69 -3.0% -0.30 n.a.
France -6.7% -5.5% 0.17 -6.4% 0.04 n.a.
Germany -5.3% -2.8% 0.47 -5.3% 0.00 n.a.
Netherlands -5.1% -1.3% 0.75 -4.0% 0.21 n.a.
Norway -3.4% -2.2% 0.37 -3.2% 0.06 n.a.
Spain -7.0% -1.5% 0.79 -6.6% 0.07 n.a.
Sweden 0.0% 0.0% n.a. n.a.
UsS -3.4% -2.5% 0.28 -3.5% -0.03 n.a.
Average for 9 countries -4.6% n.a. n.a. n.a.
Japan -6.2% -5.5% 0.11 -7.8% -0.26 0.0% 1.00

Western country
figures from
Hermansen et al.
(2025).

Within-job wage
gaps in Japan (-
6.2%) : mid-range
among 9 western
countries

In Japan,
remaining gaps
explained by
tenure, part-time
employment, non-
standard
employment

and fixed-term

contract 10/21



BRERI I —-TRIERESHOHETRE (2011-20244)

O 4 visa type groups
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Example: Human Capital Differences (Education)

O Economic and Fiscal Report (FY2024)
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- Foreign workers’ human capital differs substantially across visa groups
- High-skilled: >70% have university degree
- TIT / SSW: ~80% high school or below 12/21



Wage Distribution by Visa Group

(a) Residence status (b) High-skilled O Basic Survey on Wage Structure
.25 25
. N (2020-2023)
. Ave=2,099 yen | Ave=2,363 yen .
A2 YEN 154 y - : Foreign wage rates
a .1- A
05 ‘ 05 . - : Japanese wage rates
L e s s e s e e s e e (same across groups)
0 10 20 30 40 50 60 70 80 0 10 20 30 40 50 60 70 80
Wage (100 yen / hour) Wage (100 yen / hour)
5. (@ TIT & S5W - (d) Students - Residence status & high-skilled:
2- 2- overlap with Japanese workers
A & Ave=1,287 yen

5
Ave=1,117 yen

- TIT & SSW and Students:

05- 057 .
I 3 :
ll — f 0- — concentrated at low wages
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13/21



Wage Gap Decomposition by Visa Group

(a) Residence status (b) High-skilled O The determinants of wage gaps differ
<7 27 substantially across groups
o R e I
ol e + o ' ' - For "TIT and SSW": human capital (57%),
employment practices (19%), and between-
4 - -4+ : :
establishment differences (16%).
6 6-
- For “Students”: human capital (64%) and
industry (20%).
(c) TIT & SSW (d) Students
2 2+
- For "Residence status” and “"High-skilled”
O ———=—=—==——- e B S groups, the initial wage gap is much smaller,
-2~ ) : -2+ : and each factor contributes relatively evenly.
4 - -4+
. . ; ' O After controlling for observables, the wage

gap nearly disappears across all groups. 14721



Analysis of Corporate Financial Statistics

Comparison with firms without foreign workers Sales # of employees
27 4
(log) |
(log) Value Labor (log) Total (o)) vs
(log) Sales Tangible Added h I per 7 37
Assets S e Payro worker o o
Worker !
E ol-—E__8 _®H § & N &8 & 8§ E 27 o
TIT & SSW -0.198***  0.050*** ossmes < [T : : <
Highly-skilled  0.269**  0.274** 0.243**  0.078*** 4]
-1
- Firms employing TIT & SSW are lower productivity N o B f--&+-f--%-F--F----
and lower wages ) 3 5 2 ; ; 4 B 0 2 ; ;
Periods to Treatment Periods to Treatment
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more capital-intensive and higher wages o
Labor productivity Wage per worker
27 .05
Event Study Analysis (Right Figure) i | : °““"‘“"‘“"“-‘“‘-“‘. ““““““““
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Manufacturing Survey (2021-2024): SSW Recruitment Patterns

O SSW Recruitment patterns:

3,500 700 (1) Only in-house trained TIT
: (2) In-house TIT + Other routes
(3) Only other routes

3,000 60.0

2,500 51.4 50.0

*** “Other routes”: workers trained at other firms or
those who passed skills tests (domestic/overseas).

40.0

n
o
S
o

# of establishments

1,577
1500 1,406 30.0
1'207 . . . . . .
. - Decline in hiring only in-house trained TIT
1,000 .
200 371333 100 - Increase in skills test route
O N N 158% (2021) — 21.0% (2024)
2021 2022 2023 2024

mm E A REIETEDH BHEEETE+UL— b ) — FDF Bt DHEE
O Workforce development costs/effort and the

WA REERY [RSEETREENEAMSARGS -SSR free-rider problem
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Manufacturing Survey (2024) : Support
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OFirms employing SSW from in-house TIT provide somewhat more
support for Japanese language learning and daily life.

O In 2024 (vs. 2023), within daily life support, “career support”
increased, while hospital accompaniment and workplace/community
interaction decreased.
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Manufacturing Survey (2024): Wage Increase

O Wage Increases:

15ALE @ ° ® ® ® o . - Same bet. JP and SSW: 38.4%
s 10FM 1o ! . o ° O ® - Japanese higher: 21.6%
- SSW higher: 40.1%

E{é 6-8F+H 1@ o @ ‘ ‘ . .
% PR é ® ‘ é é ° — Large variation across firms
.H.
m |

Z4THe ® ‘ ¢ v ¢ ¢ O Wage increases for TIT and

1M-2F M@ ‘ ° o . . ° SSW reflect institutional

incentives
e @8 e s 0 e
0 1-2

24FM  46FM  68FM  s-10FM 1HALL
s 1 R O RE -
FERRIS 07 O Effect of minimum wage

increases? (speculative)
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High Labor Share in SMEs

B SENEROHER (1990-20224F)
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O Average hourly wage (2023)

* Compiled from the Basic Survey on Wage Structure

TIT: 1,090 yen, SSW : 1,286 yen

- Wage rate assuming a monthly supervision fee of ¥20,000
TIT: 1,202 yen, SSW: 1,401 yen

O Labor share in SMEs often exceeds 80%

- Heavy labor cost burden, and limited room for wage
Increases

- Total payroll at firms employing foreign workers has not

Increased

O Choice of whose wages to raise and whose to keep

unchanged
19/21



Toyota Foundation Survey: Future Perspectives
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Conclusions and Future Issues

B Rapid increase in foreign workers, especially TITP and SSW workers

B Wage gap largely explained by human capital and firms’ HRM practices

B Visa system strongly affects wage gaps

B At the firm level, no productivity or wage gains after hiring TITP and SSW workers

B More foreign workers prioritize job content and career prospects over pay

B Open questions:
- Has foreign labor alleviated labor shortages?

- Does it contribute to economic growth?
m Need for high-quality, large-scale datasets

— Policy decisions may be distorted by insufficient data and weak evidence.
21/21
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