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Chapter 2: Labor Market Policy

Section 3: General Employment Policy
(1) Unemployment Countermeasures (Direct Job Creation)
In the pre-war Japan, some unemployment countermeasures, direct job creation by the Government such as seasonal or yearly public works, were carried out in the midst of the severe recession from 1925 until 1942. When the Pacific War absorbed lots of workforces, the countermeasures were completely finished.
Just after the surrender of Japan, there were numerous unemployed people. Economic activities were in mess and disorder. In that situation, the Government carried out public works in order to increase production and at the same time absorb the unemployed people (double objectives). Dodge Plan was implemented to stop inflation and many workers were fired and unemployed in 1948. Ministry of Labor proposed a Bill for Urgent Unemployment Countermeasures Law and it was adopted in 1949. Under the Law, unemployment countermeasures works, which were undertaken under the supervision of Ministry of Labor, were separated from general public works, which were undertaken under the supervision of Economic Stability Center of the Cabinet. Its initial purpose was to secure temporary jobs for unemployed people until they obtained permanent jobs again. The Law also stipulated that general public works must absorb certain proportion of the unemployed (absorption rate).

The workers employed in the unemployment countermeasures works must be those who were registered at and introduced via the Public Employment Security Offices. Legally, they were day laborer who should be hired daily based on daily introduction (daily job principle). But actually, they continued work in this scheme for a long time. The wages of them were determined by Labor Minister and should not exceed the general wage levels. The number of registered unemployed increased from 100 thousand in 1949 to 400 thousand in 1950. Though it was intended to relieve the unemployed with temporary jobs, they tended to stick to the unemployment countermeasures works. We can evaluate that the works played a role in the age full of unemployed. But even after economic growth had started in 1950s, the number of registered unemployed increased steadily. This means that the jobs in unemployment countermeasures works became permanent jobs virtually. They were even regarded as civil servants employed by PESOs. The trade union of these “unemployed” “public employees” even carried out collective bargaining with the directors of PESOs.
This situation caused severe criticism from public opinion. Ministry of Labor proposed to stop the inflows into registered unemployed in 1963. The newly unemployed can receive allowances and vocational guidance and training but they cannot enter into the pool of registered unemployed for unemployment countermeasures works. By this revision, the number of registered unemployed had progressively decreased. But it was very difficult to kick them out of the pool. In 1986, Ministry of Labor set a mandatory retirement age at 65 for the registered unemployed and promised a retirement allowance of 1.5 million yen! When these temporarily employed but permanently working quasi-civil servants almost passed away in 1995, this notorious Law was finally abolished. 
(2) Employment Measures for Redundant Coal Miners

Just after the surrender, coal industry was a leading industry in Japan. Coal was called as black diamond. But in 1950s, so-called energy revolution (changeover of energy resource from coal to oil) had occurred and coal mines were hit by the coal depression. Lots of coal miners were fired and unemployed. Temporary Law for Redundant Coal Miners was enacted in 1959. At the first stage, employment measure for them was direct job creation scheme in coal mine areas which was similar to unemployment countermeasures works. But when the Law was revised in 1963, this scheme was replaced by long-term allowance (3 years) and vocational guidance and training. These generous provisions can be explained with the fact that coal depression was caused by national policy change. When the last coal mine was closed in 2000, the Law was also abolished.
(3) Workforce Mobilization Policy
From mid-1950s to mid-1970s, Japan experienced rapid and high economic growth. Labor market situation had changed from surplus workforce to labor shortage. The main challenge for employment policy was not absorption of the unemployed people but mobilization of workforce to the developing industries. In 1960, Employment Security Law was revised and a new article on placement over wide areas was stipulated. Lots of junior high school graduates in the peripheral areas were sent to urban areas by the job trains.
In 1966, Employment Measures Law was enacted. The Law advocated the modernization of labor market, which meant the formation of labor market based on distinct jobs and vocational ability. Behind the Law was ILO Convention No.122 on Employment Policy, which declares “as a major goal, an active policy designed to promote full, productive and freely chosen employment”. These three factors mean that “there is work for all who are available for and seeking work”, “such work is as productive as possible” and “there is freedom of choice of employment and the fullest possible opportunity for each worker to qualify for, and to use his skills and endowments in, a job for which he is well suited, irrespective of race, color, sex, religion, political opinion, national extraction or social origin”.
Based on the Law, the first Employment Measures Basic Plan was drawn up in 1967. The Plan stressed the training of skilled workforce, employment promotion of middle-aged and elderly workers and improvement of unstable employment such as temporary work, sub-contract work or seasonal work. The overall ideology was that Japanese employment system should be replaced with western-like ones. It particularly criticized the wage system based on seniority and attitude. In 1971, the second Plan was drawn up and stressed welfare-oriented employment policy.
(4) Employment Stabilization Policy
The oil crisis occurred in 1973 completely changed the orientation of employment policy from mobilization of workforce to employment stabilization, focusing on preservation of the workforce within companies or company groups. This change did not appear in Employment Measures Law but in Employment Insurance Law which was revised in 1974. The revised Employment Insurance Law stipulated that “the government may undertake the services providing necessary subsidy and aid for employers who take measures necessary for stabilizing workers’ employment where employers have been compelled to curtail business activities due to changes in the economy or in the industrial structure or other economic reasons”(Article 62 Paragraph 1). Based on this Article, Employment Adjustment Subsidy was established. This subsidy is paid to employers in specified sectors who intend to, without resorting to dismissals, adopt such employment measures as temporary leave with pay, in-house education and training and temporary transfer of workers to other companies. The amount of subsidy was a half (two thirds in case of small and medium-sized companies) of paid wages to the workers during specified periods. This subsidy was inspired by similar German subsidy scheme established in 1969. 

Employment Adjustment Subsidy was just one subsidy among many subsidies established by 1974 revision. But its impact on Japan’s employment policy was enormous. It changed the course of employment policy from mobilization of workforce across the labor market to withholding of workers within companies or groups. Prevention of unemployment became the top priority in employment policy. In 1977, Employment Stability Fund was created within Employment Insurance in order to cope with fluctuations in expenditure.
In 1977, Temporary Law for Redundant workers in Specified Sectors in Recession was enacted. In 1978, Temporary Law for Redundant workers in Specified Areas in Recession was enacted. These Laws were intended to extend the scheme established for Redundant Coal Miners to other suffering sectors and areas. But the Law stipulated the phrase “endeavor to prevent the unemployment” as a task of employers. Prevention of unemployment is now not only a task of government but also that of employers!
(5) Mobilization Policy Again
In mid-1990s the orientation of employment policy has changed again. The turning point was also one subsidy called Labor Turnover Employment Stability Subsidy which was established by 1995 revision of Temporary Law for Redundant Workers in Specified Sectors in Recession. This title is very contradictory as “turnover” co-exists with “stability”. This subsidy was paid to employers who get workers off to other companies via transfer or placement and the latter companies. This scheme was named as “labor turnover without unemployment”. Even if workforce mobilization was encouraged, prevention of unemployment was still in the center of employment policy.
This change of policy orientation was clearly declared in revision of Employment Measures Law and abolition of Temporary Law for Redundant workers in Specified Sectors in Recession in 2001. The former Law has lost the central status in employment policy from 1974, but it regained that status. Now the tasks of the State are “to strengthen necessary measures to aid workers in changing jobs, in movement between regions, and in occupational adjustment and the like” and “to strengthen necessary measures to promote the smooth re-employment of workers who have unavoidably lost their jobs”(Article 4). The subsidy was also simplified to Labor Turnover Promotion Subsidy which was paid to employers who give workers job-seeking leave or out-placement services. The tendency towards employment stability was clearly wiped out.
Employment Adjustment Subsidy, which had been at the center of employment policy, was now reduced to just temporary aid for individual employers.

(6) Local Employment Development

In the age of workforce mobilization policy, regional disparity of employment situation was thought at first to be solved with placement over wide areas. But from 1970s on, a new policy orientation preferring the introduction of industries into rural areas came to the stage. In 1975, Local Employment Promotion Subsidy was established. It was paid to employers who establish or expand the facilities or equipments and hire new workers at them. At this stage, the subsidy covered only wage costs. In 1987, Local Employment Development Promotion Law was enacted. Based on it, the subsidy was expanded from just certain proportion of paid wages of the workers to the costs of building facilities and equipments. The upper limit was 10 million yen for 5 times. Afterwards it was lowered substantially.
(7) Recent Development in Employment Policy


Recently, the orientation of employment policy has somewhat changed. In 2007, Ministry of Health, Labor and Welfare set up a Study Group on the Standards and Orientations of Employment and Labor Policy. The lecturer also participated the group as an adviser. The group published a report in last August which was titled “Towards a Market Society of High Quality: Fairness, Security and Diversity”. According to this report, because workers are living persons as well as working persons, their living should be secured. Labor is not finished in a single transaction but has a continued nature, and this is related with the ability and productivity of workers. Labor service cannot be separated from human being, and it has organizational and collective nature. Therefore, the following three factors should be regarded as key standards of employment and labor policy: (1) ensuring of fairness, (2) ensuring of security and (3) respect for diversity.


Based on this report, the Study Group on Employment Policy has discussed on the orientations of Japanese employment policy for coming 5 years. In last December, the Group published a new report which was titled “Realization of a Society in Which Everyone can Show their Ability, Work without Anxiety and Live in Security.” This report put the ensuring of security and career formation as a first priority of three standards. It insists that the security of employment remains important task from the viewpoint of security of living of workers and skill development. This thought clearly demonstrates the partial revival of employment stabilization policy. 

However, you must recognize that the report also emphasize the respect for diversity and ensuring of fairness. These aspects were neglected in the employment policy in the age of company-centrism. Behind the enthusiasm for the age of market principle, there was frustration of non-regular workers or female workers who were discriminated in the company-centered employment practice. Market principle was expected to be a panacea for diversity and fairness, but it failed. Therefore, a new policy orientation which combines fairness and diversity with employment security comes to the stage. This new version of employment security policy is, therefore, not based on company-centrism but is based on human-centrism.
Legal Text:

Employment Measure Law:

http://www.jil.go.jp/english/laborinfo/library/documents/llj_law13.pdf
ILO Convention No.122 concerning Employment Policy

http://www.ilo.org/ilolex/cgi-lex/convde.pl?C122
ILO Recommendation No.122 concerning Employment Policy

http://www.ilo.org/ilolex/cgi-lex/convde.pl?R122
ILO Recommendation No.169 concerning Employment Policy (Supplementary Provisions)
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