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* Wage puzzle

* Macro indicators

Labor market participation rate

* Labor market dissection (by worker’s types)
« Part-time workers
* Full-time workers
Male/female;
Regular/non-regular

* Policy implications
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The Wage “Puzzie” in Japan

Japan’s unemployment rate has been low in history. However, Japan’'s wage has been stagnated.
Unemployment Rate Real Wage Index (monthly)
(In percent) (In index, 1991=100)
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Source: OECD. Source: OECD.

Total wage bill in National Account _ _
Note: Real Wage Index = : » Average working hour per full time employee
# of employee * average working hour per employee
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Japan is similar to other G7 countries in terms of aggregate

labor cost and productivity.

Japan’s labor costhas remained stable and at a high level Productivity has increased steadily in Japan.
among G7 countries for the past two decades.

Labor Share of GDP GDP per Hour Worked
(In percent) (2010=100)
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Source: Haver. Source: OECD.
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Japan’s LFPF increased while working hours decreased.

Japan’s LFPR has increased in the past decade. Japanese average working hours has decreased.
Labor Force Participation Rate Average Working Hours
(15 to 64 Years, SA, %) (In index, Jan 2000 = 100)
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Sources: OECD. Sources: OECD.
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The Wage "Puzzie“ in Japan (Cont.)

Japan’s labor market is tight given aging population and Monthly earnings have been outpaced by hourly
increasing labor demand. earnings, given the decreasing of working hours.

Japan Labor Market Real Contractual Earnings Index
(In percent, ratio [LHS]; tens of thousands of persons [RHS)) (In index, Jan 2000 = 100)

°] Unemployment rate R "] == Monthly earnings index
=—Ratio of new openings to applications Hourlv earninas index
5 - —Working age pop. (RHS; in 10,000) 110 A y g
'\ - 8,500
4 - 105 1
- 8,000
3 TR LE Al | TR B -l
+ 7,50
2 1 95 1
1 - 7,000 9 A
0 T T T T T T T T T T T 6,&)0 85 o ('\‘ ;l' CIO OIO <':> (I\I ;r <I.O éo <':> (I\l
g g & g 8 g g T g ¢ 8 g g 8 8 8 8 5 & 5 & & ¢ 8
§ § § (8, §, < I I I < IS Q 139 ~ 139 I3 N 139 ~ 139 139 N 39 ~

Sources: Ministry of Internal Affairs and Communications; Ministry of Health, Labour, and Welfare; Haver Analy tics. Sources: Ministry of Health, Labour & Welfare; Haver Analytics; and IMF staff calculations.

Note: According to MHLW, contractual earnings, including scheduled earnings and overtime pay, but excluding bonuses.
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Japan’s Labor Force Participation (By Year)

Male LFP rate has remained stable with a small increase
in age group 55-64 years old.

Japan Labor Force Participation Rate: Male
(In percent)
——Male: 15 to 24 Years Old ———Male: 25 to 34 Years Old

= Male: 35t0 44 Years Old = Male: 45 to 54 Years Old
- Male: 55 to 64 Years Old - Male: 65 Years Old or More
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Sources: Ministry of Health, [ abour & Welfare; Haver Analytics; and IMF staff calculations
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Female LFP rate has increased for all age groups.

Japan Labor Force Participation Rate: Female
(In percent)
——Female: 15t0 24 YearsOld ——Female: 25to0 34 Years Old

—Female: 3510 44 Years Old ——=Female; 45to 54 Years Old
= Female: 5510 64 Years Old =——=Female: 65 Yrs Old or More
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Sources” Ministry of Health, Labour & Welfare; Haver Analytics; and IMF staff calculations
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Japan’s Labor Force Participation (By Age)

Male LFP rate has remained at a high level for the
working-age groups.

Japan Labor Force Participation Rate: Male
(In percent)

100 1 m 2000
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Sources: Haver.

Female LFP rate shows the M-shape structure with big
increases in the middle-aged groups.

Japan Labor Force Participation Rate: Female
(In percent)
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Sources: Haver.
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Dissecting Japan’s Labor Market

Workers’ Types Wage Decomposition
A A
~ ~ -~ N
Part-time  Full-time Average monthly Average hourly
wage in each wage in each
r ) subgroup subgroup
Dimension A
* Regul
. ng-ur:gr]ular ‘
) 2 Market Share &
Dimension B Wage Gap
« Mal
. Female Working Hours

N / Difference
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Part-time and Full-time workers

Wages have increased for full-time workers
and part-time workers but declined for all
workers.

Nominal Monthly Contractual Earnings
(Inindex, 2000Q1=100; quarterly moving averages of monthly data)
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=DPart-time ~ ==All
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Sources: Ministry of Health, Labour, & Welfare; Hav er Analy tics; and IMF staff

A rising share of part-time workers...

Share of Part-Time Workers

(In percent)
40 1

22 A
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Source: International Labour Organization.

2020 -

Big wage gap between full-time and
part-time workers in Japan.

Wage Gap Between Full-Time and
Part-Time Workers

(In percent)

H 2014
50 A
= 2018

France

Italy

Japan UK Germany

Source: OECD.

Note: Wage gap =(Full time wage — part time wage)/full time wage*100
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Part-time workers work for less hours...

Working hours have declined among part-time worker. Hourly earnings of part-time workers increased even
more...
Monthly Working Hours Nominal Hourly Contractual Earnings
(In'hours; quarterly moving averages of monthly data) (Inindex, 2000Q1=100; quarterly moving averages of monthly data)
110 1 o . 130 1
108 - —Full-tlme(lndex) e Part-time (hOUf'S) e Fulltime e Part-time
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g § ¢ ¢ & g &g g g g § ¢ ¢ g g &g g 8
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Sources: Ministry of Health, Labour, & Welfare; Hav er Analy fics; and IMF staff calculations. Sources: Ministry of Health, Labour, & Welfare; Haver Analy tics; and IMF staff calculations.
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Female and non-regular workers within full-time workers

Share of female workers has increased

Share of Female Workers
(In percentshare)
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Sources: Ministry of Health, Labour, and Welfare, Basic Survey on Wage Structure;

Share of non-regular workers has increased

Share of Non-regular Workers
(In percentshare)
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Sources: Ministry of Health, Labour, and Welfare, Basic Survey on Wage Structure;

Female and non-regular workers experienced
higher earnings growth however the wage gaps
were still large in 2019.

Monthly Full-Time Contractual Earnings by Employment

Type & Sex
(In index, male regular worker = 100)
200 1 DAl B Regular, Female
180 A B Regular, Male & Non-Regular, Female

& Non-Regular, Male
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0
Eamings level in 2019 Growth (2009-2019)

Sources: Ministry of Health, Labour, and Welfare, Basic Survey on Wage Structure; and
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Wage increased for regular workers

Female regular workers worked less... Hourly wage growth was higher than
monthly growth

Regular workers experienced positive growth

in real monthly earnings. Growth was faster
Average Annual Growth in Hourly Contractual Earnings

among female
Average Annual Growth in Monthly Contractual Total Hours Worked: Regular Workers
(Scheduled and overtme hours, monthly) for Regular Workers, 2010-19
(In percent change)
=== Core Infiation (excl. VAT)

Earnings for Regular Workers, 2010-19
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Sources: Ministry of Health, Labour, and Welfare, Basic Survey on Wage Structure;

and IMF staff calculations.

Sources: Ministry of Health, Labour, & Welfare; Hav er Analy tics; and IMF staff IMF staff calculations.
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Wage increased for non-regular workers

Non-regular workers worked less, both Hourly earnings are even higher.

Monthly earnings among non-regular
male and female workers...

workers grew faster than regular workers.

Total Hours Worked: Non-regular Workers Average Annual Growth in Hourly Contractual Earnings
(Scheduled and overtime hours, monthly) for Non-Regular Workers, 2010-19
(In percent change)

Average Annual Growth in Monthly Contractual Earnings
for Non-Regular Workers, 2010-19

(In percent change)
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Sources: Ministry of Health, Labour, and Welfare, Basic Survey on Wage Structure; and
IMF staff calculations.

Sources: Ministry of Health, Labour, & Welfare; Hav er Analytics; and IMF staff IMF staff calculations.
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Policy Implications

* Policies should improve labor market mobility in order to enhance income of full-
time workers

« Life-time employment suppresses wage gains among regular workers

* Asfemale LFPR plateaus, higher hourly pay and longer hours among non-regular
workers are needed to further improve household income

* Implementing equal pay for equal work

« Removing structural barriers (e.g. tax allowance discontinuity) that discourage
additional female and senior labor input

« Continuing to improve childcare and senior care options.
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