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#2 EHOHHA

shotoku FERIAHF (M)

wage_h BRI A-YRRE(AA)
Ishotoku BARBOXH

lwage_h FFMI AU SO
shuugyouni ERIFAEBH

shuugyouii B MREITAZE B

rosai_d FEKEEGFED)

rosai_a FEKEEGKALFHBAEE)
rosai_p FEEEE GKA—EBF BAEE)
rosai_t FEK B R (—HFHEEE)

rosaic rosai_atrosai_p

sex MM 2—(BR50, KiEb1)
age FH

age?2 age 2

gakurekil RS I—(NE-thiE)

gakureki2 PEAI—(E-18%HIH)

gakureki3 FEAI—(EX-8F)

gakurekid  PEESI— (K- KEMER)

keizoku FEHGHMA)

kibo5 HEEERIESI—(30~49N)

kibo6 TEEZIRBEAI—(50~99A)

kibo7 HEEERESAI—(100~299A)

kibo8 PEEEREAI—(300~499A)

kibo9 HEEFRBESI—(500~999A)

kibo10 HEERBESI—(1000ALLE)

dist. dum1  Hhigi# =—(JbifgiE - E|AL)

dist.dum2  Hhig A =—(BAE)

dist. dum3  HhigiA s —(dtRE-Hip)

dist. dumd4  Hhig A S —(GEEE)

dist.dumb A I—(hE-mE)

dist. dumé  Hhig A I— (i - HiE)

syokugyol MEfEA =— (P9 - TR EEEE)
syokugyo? MENI—(EHMNBEESESE)

syokugyod MESI—(EBHESR)

syokugyod HEIEXI—(RFEREBH)

syokugyo5 MBS I—(H—FABEHES)

syokugyos HMESAI—(REBEKEE) .

syokugyo? MEEAI—(BHAZHRESE)

syokugyo8 FfES =—(GEH-EENRESE)

syokugyod MREENS—(REET. i WS- -BREERUIBHREE)
¥ 1) shotoku. shuugyouni, shuugyouji. keizokul& & H7 3 ) —D P RBEZHIEELTALNTLNS,
3E2) B R 41U A 8 [ shotoku/(shuugyouni/ TV TEH L TLYA,
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* 3 FCabMEEN (FEEBRFUE 100 ALLE)

Variable Mean Std. Dev. Min Max

shotoku 48573 468.7959 2747484 25 1500
wage_h 48573 0.334989 0.28374 0.011667 20
Ishotoku 48573 5.970395 0630582 3.218876 7.313221
Iwage_h 48573 -1.28962 0.617755 -4.45102 2995732
rosai_d 48573 0.010824 0.016307 0 039
rosai_a 48573 0.000599 0.003017 0 0.02
rosai_p 48573 0.042926 0.046334 0 0.37
rosai_t 48573 1.192333 1.235568 0 6.47
rosaic 48573 0.043525 0.046732. 0 0.37
sex 48573 0.22986 0420747 0 1
age 48573 41.29661 1205935 15 80
shuugyouni 48573 2285755 26.68241 25 250
shuugyouji 48573 4496454 8.633043 75 60
gakurekil 48573 0.11459 0.31853 0 1
gakureki2 48573 0.588599 0.492093 0 1
gakureki3 48573 0.096082 0.294707 0 1
gakureki4 48573 0.199658 0.399748 0 1
keizoku 48573 1749175 1227314 05 360
kibo7 48573 032376 0.467915 0 1
kibo8 48573 0.117967 0.322572 0 1
kibo9 48573 0.127067 0.333051 0 1
kibo10 48573 0431207 0.49525 0 1
syokugyol 48573 0.063616 0.244069 0 1
syokugyo?2 48573 0.02419 0.153642 0 1
syokugyo3 48573 0.193667 0395175 0 1
syokugyod 48573 0.084697 0.278434 0 1
syokugyob 48573 0.003171 0.056218 0 1
syokugyo6 48573 0.002923 0.05399 0 1
syokugyo? 48573 0.000597 0.024427 0 1
syokugyo8 48573 0.08095 0.272762 0 1
syokugyo9 48573 0.527515 0.499248 0 1
dist_dumt 48573 0.115702 0.319871 0 1
dist_dum?2 48573 0.257633 0437335 0 1
dist_dum3 48573 0.227802 0419418 0 1
dist_dum4 48573 0.13979 0.346772 0 1
dist_dumd 48573 0.15173 0.358763 0 1
dist dum6 48573 0.107344 0.309553 0 1
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#F 4 bR ((EEEEME 30 A~99 A)

Variable Obs Mean Std. Dev. Min Max
shotoku 18995 343.6496 225.0924 25 1500
wage_h 18995 0.242707 0.219868 0.011667 712

- Ishotoku 18995 5658394 0611367 3.218876 7.313221
lwage_h 18995 -1.61705 0594108 -445102 1.97408t
rosai_d 18995 0.026792 0.050714 0 0.58
rosai_a 18995 0.000493 0.003655 0 0.04
rosai_p 18995 0.104772 0.108685 0 047
rosai_t 18995 3.747997 2423158 0.69 3744
rosaic 18995 0.105265 0.108611 0 047
sex "~ 18995 0.280863 0.449433 0 1
age 18995 43.49387 13.05868 15 80
shuugyouni 18995 2298802 3150172 25 250
shuugyouji 18995 45.75017 9.053211 15 60
gakurekil 18995 0.227112 0.418977 ’ 1
gakureki2 18995 0577573 0.493959 1
gakureki3 18995 0.084391 0.27798 1
gakureki4 18995 0.108713 0.311287 1
keizoku 18995 140.8377 116.0993 0 360
kibo5 18995 0.434483 0.495702 1
kibo6 18995 0.565517 0.495702

syokugyol 18995 0019479 0.138204
syokugyo?2 18995 0.04417 0.205477
syokugyo3d 18995 0.132403 0.338938
syokugyod 18995 0.061016 0.239366
syokugyod 18995 0.001895 0.043494
syokugyob 18995 0.001632 0.040366
syokugyo? 18995 0.002211 0.046972
syokugyo8 18995 0.139984 0.34698
syokugyo9 18995 0566149 0.495618

=Rk ke e e e e e o e N = =

. S WU Gy U G U G G T O O O Gy

dist dum1 - 18995 0.164938 0.371135
dist_ dum2 18995 0.204264 0.403174
dist_ dum3 18995 0216531 0.411891
dist_dum4 18995 0.118084 0.322716
dist_dumd 18995 0.165254 0.371419
dist dumb 18995 0.130929 0.337332
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Abstract

We investigate changes in employment of less-educated men and women in Japan in the '
1990s using aggregate data. From 1990 to 2000, the low-wage regions experienced a
higher wage growth than the high-wage regions did. The employment data show that
decline in employment of less-educated young men and women was concentrated in the
low-wage regions. A fall in employment of " men aged 40-59 occurred in the
highest-wage regions that include large metropolitan areas. We find that higher wage
growth in the low-wage regions is associated with large employment decline for those
aged 25-39, but not for those aged 40-59.

JEL classifications: J21, R11
Keywords: Regional wage growth, Age-twist, Labor supply clasticity
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1 Introduction

The Japanese economy experienced a severe recession in the late 1990s.
During this period, labor force participation of less-educated men and women fell.
Among junior high school graduaie men aged 25-59, the employment-population ratio
was 0.915 in 1990 but was 0.854 in 2000. The participation rates for junior high school
graduate women declined from 0.623 in 1990 to 0.601 in 2000, in spite of the fact that
participation of women with education of senior high school level or higher had been
rising.

Regional wage growth showed a unique pattern of changes during the same
period. Wage growth was higher in the low-wage regions than in the high-wage regions.
For ef(ample, the growth'rate of mean hourly wages for male full-time employees from -
1990 to 2000 was 16.3 percent in the three prefectures with the highest wages (Tokyo,
Kanagawa, and Osaka) and 24.1 percent in those with the lowest wages (19 prefectures
for which the minimum wage rank was lowest (rank D) in 1990: Table Al lists the
names of these 19 prefectures).! As a result, regional wage differentials decreased from

the early 1990s to the early 2000s.> Compression of regional wage differentials

! This calculation is based on the data from the Basic Survey of Wage Structure (Ministry of Health,
Labour and Welfare of Japan). The 47 prefectures in Japan are classified into 4 ranks (A to D) for the
purpose of minimum wage setting according to the wage level of the prefecture.

This fact is also reported by Abe and Tanaka (2007).
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occurred for both mean full-time wages and meg'n part-‘time wages.

Based on these observations, we pvose the following questions in this article:
Are there regional differences in the de.érease in participation by less-educated men and
women from 1990 to 2000 in Japan? The analysis reveals that such differences do exist.
Then we pose the second question: Can such regional differences be understood as
responses to differential wage growth across regions? To answer these qgestions, we use
aggregate data of participation and wages.’ -

We find changes in the regional employment differ between the young (aged
25-39) and the middle-aged (aged 40-59), which we call the “age twist.” Age twist is
illustrated in Figure 1. On average, the employment-population ratio fell for men and
rose for women, but the pattern of changes differs across regions and age groups. There
was a lower growth (a larger féll for men and a lower increase for women) in
employment for young men and women living in the low-wage than in the high-wage
regions; for the older group there was a larger decline in employment in the high-wage.
than in the low-wage regions.

We then relate these changes in employment to the changes in average wages

3 1t is desirable to use microdata because aggregate data have several limitations. The most
significant limitation for the purpose of this research is that wage data by education and region are
unavailable in aggregate data. Unfortunately, the use of microdata collected by the government for
research purposes is still limited in Japan, and microdata that would allow us to derive
education-specific regional wage measures were unavailable at the time of this study.
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claésiﬁed by sex, age, and region.* We find that higher wage growth in the low-wage
regions is associated with large employment decline for those aged 25-39, but not for’
those aged 40-59. This result is in sharp contrast to many of the studies using United
States (U.S.) data.

Understanding the causes of the fall in participation by less-educated men has
important policy implications. If the decline in employment is understood as a labor
supply response to falling wages, as in the case O>f, studies using U.S. data (e.g., Juhn
'1992), policies éimed at changing the after-tax wage rate for low-wage workers would
be éxpected to raise participation. If, on the other hand, the decline in participation can
not be understood as a supply response, factors from the labor demand side méy have
played a role. For instance, minimum wage policies in Japan during the 1990s could
have been related to relatively high wage growth and employment loss for the young in
the low-wage regions.

The article is organized as follows. In Section 2, background for the analysis is
provided. In Section 3, the data used in the analysis are explained. Section 4 presents

the results for regional wage growth patterns. In Section 5, employment patterns across

regions from 1990 to 2000 are shown as raw tabulations. Regression results are reported

4 Although several studies have looked at the regional differences in unemployment in Japan in the
1990s (e.g., Ohta 2005; Yugami 2005), we are not aware of any research that examines the role of
differential wage growth across regions on labor force measures.
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