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Abstract

Thispaperexamineshow ・lifetimeemployment・hasevolvedinJapaninthe・lost

decade・andafter.

Itfindsthat,despitelargescaleredundanciesafterthefinancialcrisesin1997-1998,the

mutualcommitmentorasocialcontractbetweenemployees(andtheirrepresentatives)

andtheiremployerconcerningdismissalavoidancedidnotdisappear.Twokindsofsub-

systemsthatareusefulforreducing thepossibility ofdismissals;・Employment

AdjustmentSystems・and・EmploymentPortfolioSystems・werereworkedtocopewith

thecriticaleconomicconditions.

KeyWords:employmentsytem,lostdecade,employmentadjustment,employment

portfolio,Japan

1.・LifetimeEmployment・asaSetofThreeSub-systems

ItissaidthatJapanesecorporationsshiftedawayfrom the・lifetimeemployment・

systeminthe1990s,the・LostDecade・,afterthecollapseofthebubbleeconomy,andthat

employmentsystemsinJapannowmorecloselyresemblethe・globalstandard,・thatisthe

Anglo-Americantypeofemploymentsystem.Ibelieve,however,thatthisistoosimplistic

aviewofwhatactuallyhappenedduringthatperiod.

Animmensemisconceptionexistsconcerningthenatureofwhatiscalled・lifetime

employment.・TheJapaneseemploymentsystemisnotoneinwhich・managementcannot

ordoesnotdismissworkers,・butratheroneinwhich・managementworkshardnotto

dismissworkersandinreturnworkersandtheirorganizationworkhardnottobe

dismissed.・

Sinceamarketeconomyisinvariablycharacterizedbychangesandfluctuations,itis

impossibletogiveguaranteesthatworkerswillneverbedischargedfromthecompany.In

theactualbusinessworld,ifacorporationexperiencesaseveredownturn,itmustdismiss

workersorapply・voluntaryredundancies・measures.Figure1clearlyshowshow
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companiesreducetheirworkforceusingthesemeasures.Sincethisisespeciallyhardon

workers,laborandmanagementwillconsiderformsofcooperationthatmaypreventthis

fromoccurring.Thus,inreality,theso-called・lifetimeemployment・ismerelyasystemof

・workinghardnottodismissworkersandworkinghardnottobedismissed・throughthe

effortsofboththemanagementandlaborsidestomake・their・companysuccessful.

Thus,thefirstsub-system thatsupports・lifetimeemployment・isthemutual

commitmentorasocialcontractbetweenemployees(andtheirrepresentatives)andtheir

employerconcerningdismissalavoidance.Tomakethismutualcommitmentpracticalin

amarketeconomy,businessandlaborhavegraduallydevelopedtwokindsofsub-systems

thatareusefulforreducingthepossibilityofdismissals;・EmploymentAdjustment

Systems・and・EmploymentPortfolioSystems.・

Theterm・EmploymentAdjustmentSystems・referstovariousmeasuresofadjusting

employmentlevelsduringaneconomicdownturnorsomeotherdifficultbusiness

situation.Beforeresortingtodismissalsor・voluntaryredundancy・measures,employers

use1)overtimereduction,2)hiringfreezes,3)intra-firm transfer,4)workingday

reductions,and5)inter-firmtransfer.Sincethemid-1970s,Japanesecourtshaverequired

employerstotakethesemeasuresasaconditionforadismissalforbusinessreasonstobe

consideredreasonable.

Theterm・EmploymentPortfolioSystems・referstostrategicusageofvarioustypesof

・non-regularoratypical・workersinadditionto・regularortypical・workers.Thetypesof

thesenon-regularsinclude・part-timers,・・arbeiters,・・agency workers,・・subcontract

workers,・・LTC(Limited-termContract)workers,・andsoon.Onereasontorelyheavily

onthesenon-regularworkersistoreducetherisksassociatedwithregularemployment,

thenumbersofwhichmaynotbeeasilyreducedduringaneconomicdownturnorinother

difficultbusinesscircumstances.

2.EmploymentAdjustmentsinthe1990sandAfter

Thefirstthingweshouldbeawareofaboutemploymentadjustmentsinthe1990sand

afteristhattherewasabiggapbetweentheEarlyPost-BubbleYears(1990-1996)andthe

Post-Financial-CrisesYears(1997-2003).Letmecalltheformer・EPBY・andthelatter

・PFCY.・EPBYwascharacterizedbyslowandmoderateadjustmentsandPFCYsawa

dramaticincreaseinadjustmentswithsevereeffectsonworkers.Theshiftinthemodeof

adjustmentsisclearlyshowninChart1(RatioofTerminationofEmploymentfor

BusinessReasons).WhiletheProductionIndexrecordedminusin1992and1993,theRatio

increasedonlymodestlytoalevelsimilartothatfollowingthePlazaAccordin1985(Nitta

2003).

1)ThemostimportantvehicleofemploymentadjustmentsinPFCYwasworkinghour
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reduction,evidentinChart2.AverageMonthlyTotalHoursWorkeddeclined5.5%from

1991to1994.Whatwasuniqueaboutworkinghourreductionsinthisperiodisthefact

thatRegularWorkingHoursdeclined3.7%,whichhadabiggerimpactthanovertime

reduction.Thiswasnottheresultofanintentionalwork-sharingpolicybythe

government,butanafter-effectoftherevisionoftheLaborStandardsLawin1988,which

madethe40-hourwork-weekcompulsorystepbystep.Thus,theworkinghourreductions

inthisperiodcanbecalled・UnintendedWorkSharing.・Oneoftheeffectsresultingfrom

the・UnintendedWorkSharing・wasincreasedhourlylaborcostsforbusinessesbecause

monthlywagesdidnotdeclineinaccordancewiththereductionofworkinghours.

2)Thefinancialcrisesof1997and1998hittheJapaneseeconomyhard,andthemodeof

employmentadjustmentschangeddramatically.FromChart1,itisobviousthatin1999,

asaconsequenceoftheturmoilin1997and1998,theRatioofTerminationofEmployment

jumpedto1.65%,whichissimilartothelevelrecordedin1975,aftertheFirstOilShock.

Theratioevenclimbedto2.03%in2001and2002.Asaresultoftheselargescale

redundancies,theunemploymentratepassedthe5%thresholdin2001.

Chart3eloquentlytellswhathappenedinthosecrisisyears.Thenumberofworkers,

includingtheself-employed,declinedby2.4million,or3.7%from 65,570,000in1997to

63,160,000in2003.Thisrepresentsamajorlossofjobs.Therewasadropinthenumber

ofjobsfrom1973to1975asaresultofthefirstOilShock,butthereductionatthattime
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Source:MinistryofLabor,HealthandWelfare,EmploymentTrendsSurvey

Chart1RatioofTerminationofEmploymentforBusinessReasons(1973-2004)



wasamere360,000,or0.7%.Facingdrasticeconomiccontraction,managementhadno

choicebuttoresorttoredundancymeasures,mostly・voluntaryredundancies.・

Chart4showshowthosejoblosseswerebalancedbythelabormarket.Alargescale

reductionintheParticipationRate,particularlyformen,followed.Alargepartofthis

reductionoccurredformenintheagegroupsof60to64(74.5%in1997to71.2%in2002)

and65to69(53.3%in1997to48.1%in2002).ParticipationRatesforthoseagegroupsstill

aremuchhigherinJapanthaninFranceorotherEuropeannations.This・early

retirementJapanese-style・clearlycontributedtothewayemploymentlevelswere

adjustedinthoseyearswithoutcausingseverereffects.Althoughthegovernmentwas

pushingthefullypensionableageforward,itwasstill61inthisperiod.Inaddition,

employerspursuedaprivatepathtode-facto・earlyretirement・usingtheschemesof

・severancepay・and・companypensions,・withoutwhichtheunemploymentratewould

haveshotuptoamuchhigherlevelthan5%.

3)Thus,therewasamajorshiftinthemodeofemploymentadjustmentsin1997-98.The

nextquestioniswhetherthismeanstheendof・lifetimeemployment・ornot.Itmaydoso

sincethelarge-scaleredundanciesshowedtheworkersthatevenbluechipcompaniessuch

asNissanorMatsushita(Panasonic)couldnotprotectitsemployeesfrommarketforces.

Theseeventsclearlyweakenedtheirsenseofeconomicsecurity.
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Chart2MonthlyWorkingHours(1973-2005)

Source:MinistryofLabor,HealthandWelfare,MonthlyLaborStatistics



Theanswertothequestionposedabove,however,maynotbeasimple・yes.・Inmostcases,

themeasurestakenwere・voluntaryredundancies,・notoutrightdismissals.Companies

didtrytotakeothermeasures,suchasimposingahiringfreezeorreducingworking

hours,inordertoavoidredundancies.

Probablythemostimportantpointisthestrategythatmainstreamemployerstookin

thoseturbulentyears.Itcanbetermeda・DualistApproach・(Nitta2007),whichis

differentfrom the・BoundarylessWorkplaceApproach・takenbyUSexecutives(Stone

2004).The・DualistApproach・canbetypicallyseeninthewell-known・EmploymentPort-

folio・StrategyformulatedbyNikkeiren(JapaneseEmployers・Association:nowapartof

NipponKeidanren,thetoporganizationofbigbusinesses)in1995.Accordingtothis

Strategy,companiestrytoutilizemoreflexibleworkforcetypes(TypeIIandTypeIII)to

copewithrapidlychangingeconomicconditions,butretainacoreofstableworkers(Type

I)tomaintainthecorecompetenceoftheorganizationandcommitmentbytheemployees
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Chart3NumberofWorkersintenthousandpersons(1971-2006)



(Nikkeiren1995).

1)Long-termCompetenceAccumulationType

2)High-levelExpertType

3)FlexibleEmploymentType

3.EmploymentPortfolioSystemsinthe1990sandAfter

Inordertocopewiththeeconomicturbulenceandtheimpactofglobalizationinthe

1990s,JapaneseemploymentsystemsshiftedtheirweightfromEmploymentAdjustment

sub-systemstoEmploymentPortfoliosub-systemswithintheframeworkof・lifetime
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employment.・

3.1.VariousTypesofNon-regularWorkers

Thisisnottheplacetogointothedetailsconcerningnon-regularworkersinJapan.

However,outsideobserversshouldbeawarethattheseareverydifficulttodefine.Take

theconceptofthe・part-timer・inJapan.Thosewhoaretermed・part-timer・or・part・in

shortinJapaneseworkplacesarenormallymiddle-agedorseniorfemaleworkers

performinglessskilledtasks.Themajorityofthem workshorterhoursthanregular

workersandhavealimited-termcontract.Wecantermthem・typicalpart-timers.・There

arealsoseveralkindsof・non-typicalpart-timers・inJapan.Someworkshorterhours,but

withoutlimitedtermcontracts.Themostpuzzlingtypeof・non-typicalpart-timers・have

workinghoursaslongasregularworkers!Theterm・part-timer・hereissimplyanother

namefornon-regularworkers.

Further,althoughan・arbeiter・originallymeantastudentpart-timeworker,wenow
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Table1ShiftingCompositionofWorkersbyStatus(1982-2002)

(inthousandpersons)

1982 1987 1992 1997 2002

Total 57,888 60,502 65,756 67,003 65,009

% 100 100 100 100 100

Self-employed 9,536 9071 8,442 7,931 7,041

% 16.5 15 12.8 11.8 10.8

FamilyWorkers 5,869 5255 4,712 4,052 3,114

% 10.1 8.7 7.2 6 4.8

Executives 2,751 3089 3,970 3,850 3,895

% 4.8 5.1 0.6 5.7 6

RegularEmployees 33,009 34565 38,062 38,542 34,557

% 57 57.1 57.9 57.5 53.2

Part-timer&Arbeiter 4,675 6563 8,481 10,342 12,061

% 8.1 10.8 12.9 15.4 18.6

Part-timer － 4677 5967 6998 7824

% 7.7 9.1 10.4 12

Arbeiter － 1886 2514 3344 4237

% 3.1 3.8 5 6.5

LTC+.* 695 730 880 966 2,477

% 1.2 1.2 1.3 1.4 3.8

Agencydispatch** － 87 163 257 721

% 0.1 0.2 0.4 1.1

Others 1325 1118 1008 1,025 946

% 2.3 1.8 1.5 1.5 1.5

Source:MinistryofGeneralAffairs,EmploymentStatusSurvey.

*Limited-termContractWorkersandShokutaku(entruseted)Workersin2002.

ShokutakuWorkersandOthersin1997andbefore.

**DispatchedEmployeesofWokerDispatchingAgenciesin2002.



seemanynon-student・arbeiters・invariousworkplaces.Itisoftenthecasethattheterm

・arbeiter・simplyreferstoyoungnon-regularworkers.

AscanbeseeninTable1,thenumberof・part-timersandarbeiters・togetherreached12

millionin2002andthesegroupsaccountforabout3/4ofnon-regularemployedworkers.

3.2.IncreasedShareofNon-regularWorkersintheWorkingPopulation

AcleartrendthatcanbeobservedfromTable1istheincreasingshareofnon-regular

employees,particularlypart-timersandarbeitersinthetotalworkingpopulation.This

shareincreasedfrom8.2%in1982to18.6%in2002.Animportantpointthatcanbeseenin

theTableisthefactthattheshareofregularemployedworkersdidnotfalluntil1997,

maintainingalevelofabout57%ofthetotalworkingpopulation.Whatbalancesthe

increasednon-regularemployeesisnotthereductionofregularemployeesbutadeclinein

theself-employmentsector.Theshareofself-employedandfamilyworkersdeclinedfrom

26.6%in1982to17.8%in1997.

ThissituationchangedinPFCY.TheEmploymentStatusSurvey(ESS)recordeda

majordeclineintheshareofregularemployeesto53.2%in2002.Imustpointout,

however,thatthereweresomeproblemswiththeSurveyin2002.Alargeincreaseis

showninthecategoryofLTC+andtoalesserextentinthecategoryofagencydispatch.

Icannotgointothedetailsoftheseissueshere,butbecauseofchangesinthecategories

ofemploymentstatus,twopercentofthedeclineintheshareofregularemployeesmight

havebeenaddedtotherealchangesinthelabormarket.Still,theshareofregular

employeesshowedasignificantdropaftertheturbulentyearsoffinancialcrisesinthe

late1990stoearly2000s.

3.3.NewTypesofNon-regularWorkers

AnothermajortrendintheEmploymentPortfolioSystemsinJapaninPFCYisthe

emergenceofnewtypesofnon-regularworkers.

(a)OneisLTCworkers.IfdirectlytranslatedintoEnglish,thiscategoryofworkersare

named・contractworkers,・whichismisleadingsinceinEnglishterminologya・contract

worker・usuallymeansanindividualworkingonasubcontractingbasis.AnLTCworker

inJapangenerallyreferstoafulltimeworkerwithalimited-term contract.Thereis

anotherpuzzleaboutthiscategoryofworkers.Thereareworkerswhoworkfulltimeon

alimited-termcontractinthe・part-timer・or・arbeiter・categories.Fromthepointofview

oflegalstatus,itisdifficulttodifferentiatetheLTCworkersherefrom・part-timers・or

・arbeiters.・However,inreality,thereisacleardifferencebetweenthetwoinJapanese

workplaces.Generally,LTCworkersdojobsthatrequirehigherskilllevels,andtheir

wagelevelsarehigher.
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Accordingtothe2002ESS,only16.6%ofpart-timerswhousuallyworkmorethan35

hoursaweekearnmorethantwomillionyen(aboutUS$20,000)peryear,while56.9%of

LTC+workersearnmorethantwomillionyen.

Thus,anLTC+worker,whosenumbershavebeenincreasingrapidly,tendstoresemble

aregularworkermorethanapart-timeroranarbeiter.Ofcourse,therearedifferences

betweenLTC+workersandregularworkers.Foronething,regularworkershavehigher

salarylevels.Forinstance,about50%ofregularworkersearnmorethanfourmillionyen

ayear,whileonly11.4%ofLTC+workersattainthatlevelofincome.

ThisnewtypeofLTCworkerisfoundinmanyplacesinservicesectorssuchascall

centersordepartmentstores.ThiscategorywasfirstincorporatedintotheESSin2002,

thebalancebetweenLTC+in2002andLTC+in1997mayrevealthenumberofLTC

workers,whichamountsto1.5millionpeople.Usingotherlessextensivesurveys,wecan

estimatethattheshareofLTCworkershassignificantlyincreasedinthe1990sandafter.

(b)Anothercategoryofworkerswhichhasdramaticallyincreasedinnumberisanew

typeofsubcontractworkerinthemanufacturingsector.Theseworkersarehiredby

subcontractfirmsandsenttofactoriesoflargecorporations,typicallyintheautomobile

andelectrical/electronicsindustries(Kobayashi2002)(Kimuraetal.2004).Itisdifficultto

determinethenumberoftheseworkersfromthestatistics.Afractionofthemmaybe

foundintheagencydispatchcategoryofTable1.About200,000agencyworkerswere

workinginthemanufacturingindustryin2002,accordingtotheESS.However,agency

dispatchwasnotyetlegallypermittedinmanufacturinginthatyear,beingfirstlegalized

in2003.Therefore,itisverylikelythattherespondentsmisunderstoodtheirlegalstatus.

Mostoftheseworkersmusthavebeensubcontractworkersratherthanagencydispatch

workers.

AccordingtoaspecialsurveyforagencyworkersconductedbytheMinistryofHealth,

LaborandWelfare,therewere860,000subcontractworkersinthemanufacturing

industry,includingoldandnew typesin2004.Anold-typesubcontractcompany,

typicallyfoundinthesteelandshipbuildingindustries,tendstoserveonlyonecompany.

Keiretsu-likerelationshipsexistbetween old-typesubcontractcompaniesand the

manufacturerstheyserve.Thenewtypeofsubcontractcompanyusuallysendsemployees

tomanycompanies.

AstheepisodeconcerningmistakesintheESSshows,thosenewtypesofsubcontract

workersoftenresembleagencyworkers.Somearguethatmostofthosenewtypesof

subcontractworkersare・disguisedagencyworkers,・andinfactlaborinspectorshave

foundseveralcasesinwhichthatclaim iscorrect.Thisisnowoneofthemostwidely

debatedlegalandpoliticalissuesinthefieldofemploymentrelations.
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4.Conclusion

Eventhoughthe・lifetimeemployment・conceptsurvivedtheturbulenttimeofPFCY,

the・EmploymentPortfolio・Strategy,aggressivelypursuedbyemployerstokeepthe

conceptfrom disruption,resultedinanotherproblem knownasthe・GapSociety.・

Althoughthe・EmploymentPortfolio・Strategyisnotthesolefactorbehindtheincreased

gapsinJapanesesociety,onceknownforitsegalitarianimage,thegapsbetweenthose

whowereabletofindandkeeparegular-statusjobandthosewhocouldnotarecertainly

anissuetobedealtwithinthepolicyarena.
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