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|. Introduction.

The profound institutional and structural differences between Japanese and North American labor
markets are well known. Despite these differences, both types of economies face a common problem:
finding the best way to reall ocate labor when technological, trade and other shocks raise the demand for
workersin some activities but reduce the demand in others. Can permanent displacement, especially of
vulnerable senior workers, be avoided? If not, what are the consequences of such displacements?

The purpose of this chapter is to provide a detailed description of the incidence and
consequences of worker displacement in a North American economy —Canada— and Japan. We begin
with abrief description of the main modes of labor adjustment in the two countries, Situating worker
displacement in the broader context of how firms adjust to declinesin product demand. Next, we
describe the legal and socia institutions most likely to affect the displacement process, and the general
labor market conditions prevailing in each country at the time of our analysis. We then analyse, in turn,
the frequency of displacement in each country, and the consequences of displacement.

Our main findings are as follows. First, the main mechanisms by which Japanese and Canadian
firms shed workers differ. In Japan, involuntary terminations can take three main forms: layoffs,
mandatory retirement, and a kind of outplacement called shukko. Thus, in addition to ssimply laying
workers off, Japanese firms often terminate workers as young as their mid-40's by forcing them to take a
retirement package. Shukko involves placing workers at affiliated or related firms; while sometimes
used as a means of transferring skills across company linesit is also used, especially for older workers,
simply as a means of reducing the workforce. While some younger shukko workers may be recalled to
their original employer, thisis not the case for older workers.

In Canada, neither shukko nor mandatory retirement (at least for prime age workers) is an
empirically important method of adjusting to demand shocks. But layoffs take a different form in Canada
than Japan, because there permanence is often unclear. Over half of al laid off workersin Canada
expect to return to their original employer at the time of layoff, and over 40 percent actually do so.
Further, neither workers nor firms are good predictors of actual recall probabilities. Thus the process of
displacement in Canada, rather than being a sharp and permanent break, more typically begins with a
layoff whose permanence is unclear, and proceeds through an updating of recall probabilities to the
original workplace.

Second, perhaps surprisingly, institutional factors affecting displaced workers in Japan and
Canada share as many similarities as differences. For example, both Japanese and Canadian firms are
required to provide advance notice to laid off workers, with notice requirements actually being
somewhat higher in Canada. At the same time, however, Canadian firms can lay workers off for
“economic” reasons without having to justify their actions legally; in Japan such layoffs must be justified,
and certain procedural requirements satisfied before they occur. Employment insurance benefits in both
countries have similar replacement rates, and are limited to less than ayear in duration. Japan has a
much more explicit and comprehensive program of adjustment subsidies for declining industries than
Canada, but a number of such programs exist on an ad hoc basis in Canada as well.

Wage setting ingtitutions, such as unions and minimum wages, can aso be relevant to displaced
workers by affecting the distribution of pre- and post-displacement wages. In both countries only a
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minority of workers are unionized. Although Japan has an element of co-ordination (shunto) that is not
present in Canada, wage bargaining in both countriesis at the enterprise level. Statutory minimum wages
are set at subnational (province or prefecture) levels and are only asmall fraction of average wagesin
both countries, compared to many European countries. Unlike Canada, however, Japan has a system of
industry-specific minimum wages which may provide a channel whereby collectively-bargained wages
can have some impact on the wages of unorganized workers.

Third, separations are much more frequent in the Canadian than the Japanese labor market,
especially for men: in firmswith at least five workers, and in jobs that have lasted at |east a month, there
are 0.36 separations per employed male in Canada per year; in Japan there are one third as many, 0.12.
A very large share of this difference however is due to the large number of temporary layoffs in Canada;
when we look only at (ex post) permanent separations, overall separation rates are similar in the two
countries, and are in fact higher among Japanese women than Canadian women.

Fourth, a much smaller share of separations in Canadais labelled as voluntary (i.e. worker-
initiated) than in Japan. In Canada, about two thirds of separating workers say they were “laid off”; this
roughly agrees with the fraction of separations that firms label as due to “ shortage of work”. In Japan,
under ten percent of separations are labelled (by firms) as due to “management convenience” (the closest
equivalent to Canadian “layoffs’, which however includes shukko workers who experience no
unemployment). In fact, the total of al “involuntary” separations (which includes also mandatory
retirements and the expiration of fixed-term contracts) is under one third of al separations.

Fifth, the combination of similar permanent separation rates plus alarger voluntary sharein
Japan means that worker displacement —permanent, involuntary separation—is more common in Canada
than Japan. The differenceisvery large if we focus only on men, and on a narrow definition of
displacement (“management convenience” only) in Japan: adisplacement rate of 6.1 percent per year in
Canada versus 1.3 percent in Japan. Smaller, but still substantial differences exist for women, and for
broader definitions of displacement in Japan.

Sixth, we find what may be (at least to a non-Japanese audience) a fascinating pattern in the age
pattern of permanent layoffsin Japan and Canada. In Canada, as one might expect, layoff rates decline
with age, as workers settle into jobs and accumulate seniority (which in North American tends to protect
one from alayoff). In Japan, young workers have very low layoff rates that increase with age. This
system of seniority-based (rather than inverse-seniority based) layoffs in Japan appears to place alarger
share of the employment adjustment burden in Japan on older, rather than younger workers.

Seventh, despite frequent comments about the inability of Japanese labor markets to
accommodate displaced mid-career workers, we find that unemployment durations of displaced
Japanese workers are much shorter than for displaced Canadian workers. Focusing on Japanese workers
who separated due to alayoff, bankruptcy, declining business, expiration of a casua or fixed-term
contract, and mandatory retirement, we find that median unemployment durations in the mid-1990's were
under two months in Japan compared to just under 6 months for Canadian men and over 8 months for
Canadian women. The Japanese numbers would be even lower if we included the direct job-to-job
transitions among shukko workersin our calculations. To some extent, these low relative durations
reflect the lower overall Japanese unemployment rate even during the recessionary period of our data.
To the extent that workers on temporary contracts have shorter unemployment durations than other
involuntary separations (we do not know if thisis the case), they might also reflect these shorter
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durations, which are included in the Japanese, but not the Canadian, sample. In addition, however, they
could reflect low search intensities among Canadian workers hoping to be recalled to their former
employer.

Eighth, for all workers under the age of about 50 in both countries, the mean wage consequence
of displacement is essentially zero. Despite this, however, Canadian displaced workers are much more
likely to experience large wage declines than Japanese displaced workers: All told, 14.5% of displaced
Canadian men (16.4% of women) experience wage declines of more than 30 percent, compared to 8.7
and 4.3 percent respectively in Japan (the Japanese numbers are even smaller if we include shukko
workersin the sample). These two facts are reconciled by the greater likelihood of alarge
displacement-related wage increases in Canada: fully 17 percent of displaced Canadian men experience
awage gain of over 30 percent, compared to under two percent of displaced Japanese men; comparable
numbers for women are 18 and 3 percent. These wage consequences of displacement may reflect amore
compressed wage structure in Japan than Canada.

Ninth, in both countries, the mean wage loss due to displacement increases with age, especialy
in Japan. Inasample of Japanese men over the age of 55 who separated due to management
convenience, mandatory retirement, or contract expiration, mean wage losses are very substantial (10 to
15 percent). It isunclear how much of this reflects mandatory “retirement” followed by lower-wage
work, or ssimple layoffs (or, for that matter, whether this distinction is very meaningful). This age pattern
in wage losses reinforces the notion that older workers bear alarger share of the adjustment burden in
Japan than in Canada, which emerged from our examination of layoff rates.

Finally, as a simple summary measure of the combined job and wage security experienced by
Japanese and Canadian workers that is not affected by possible differences in the labelling of
separations across countries, we compute the fraction of employed persons who, in agiven year, are
likely to experience awage loss of 30 percent or more as aresult of an employer change. Thisfraction
is 1.9 percent for Canadian men, versus 0.8 percent for Japanese men. This gap becomes much larger if
we exclude older Japanese men: for example, for men aged 35-39, the rates are 1.7 percent in Canada
versus only 0.2 percent in Japan. Prime-age Japanese men thus experience alevel of wage and job
security that may be unrivalled anywhere. Thisgap issmaller for women, and isin fact reversed for
older men: 6.8 percent of employed Japanese men over the age of 60 experience a separation resulting
in awage drop of more than 30 percent each year, compared to only 1.0 percent of Canadian men.

All told, despite a worsening Japanese recession and historically very high unemployment rates,
our findings clearly show that —with one exception-- Japanese workers are less likely to be displaced,
experience less unemployment when displaced, and are less likely to suffer alarge wage reduction as a
consequence of displacement. That one exception isfor men over the age of about 55, and reflects, at
least in part, the common Japanese practice of mandatory retirement followed by work at lower wages
in amore casual labor market. With that one potential exception, we do not, therefore, find evidence that
—at least compared to Canada—Japanese labor markets are particularly poorly adapted to the task of re-
employing displaced mid-career workers.



[I. Employment Adjustment Mechanisms

Firms can of course adjust to declinesin demand for their productsin a number of ways, many of
which do not involve involuntary reductionsin employment. These mechanisms include the devel opment
of new products, reductions in employee compensation, reductionsin hours per worker, reductionsin
hiring, and voluntary workforce attrition. It isaso known that the mix of these mechanisms chosen by
firmstendsto vary substantially across countries. For example, Nakamura and Nakamura (1991) have
shown that Japanese firms tend to adjust hours of work and wages while US firms tend to adjust
employment. Despite this and other aternative forms of flexibility, involuntary employment reductions
must sometimes occur in Japan as well as Canada, especially in Japan’s recent recession. The
incidence and consequences of these reductions have, to date, been very little studied, and are our main
interests here. The remainder of this section describes the main mechanisms by which involuntary
workforce reductions occur in the two countries. As most readers will be less familiar with the
Japanese case, the focus will be mainly on that country.

1. Japan
a. Mandatory Retirement

Asiswel known, mandatory retirement at a pre-arranged age is a common feature of the
Japanese labor market. Also, much more frequently than in Canada or the US, it is followed by
employment at a different firm, often on a part-time basis and usually at alower wage.* The mandatory
retirement age recommended by the government is 60 years of age, but until very recently many firms
used 55 as the retirement age for many of their workers.?> Mandatory retirement at age 55 is sufficiently
common in Japan to be reflected in aggregate wage statistics. For example, Figure 1 shows cross-section
age-wage profiles for Japanese regular workersin 1993. These profiles grow monotonically to age 54
but drop suddenly at age 55.

A lesswell known feature of the Japanese labor market is the quite common use of mandatory
retirement at ages earlier than expected as a means of labor adjustment. This can occur as early asa
worker'searly 40's. It isaso known that so-called voluntary early retirement programs are not always
voluntary and that some targeted workers will feel pressure to quit. Early retirement schemes are very
common in large Japanese firms; amost half of firms with more than 5000 employees had such programs
in 1990. This compares with under two percent of firms with 30-99 employees (Ministry of Labor
1992).

Many Japanese firms provide workers with alump-sum payment on retirement. The amount of
such retirement pay depends on the number of years of service and the rank the worker has attained in the
firm at the time of retirement and can range from a year's to severa years worth of salary. The
retirement pay is distinct from annual pensions and receives distinct and favorable tax treatment. Seike
(1993) shows that the marginal gain workers get from their retirement lump-sum payments by staying

! For example, according to Hashimoto (1990, p.50), the labor force participation rates among men over 65 was 35.8
percent in Japan, compared to only 16.7 percent in Japan in 1988.

2 Beginning in April 1998, firms are no longer permitted to impose a mandatory retirement age below age 60.
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with the present employer for another year is positive for younger age groups but becomes negative for
those above age 40. He concludes that for older age groups the presence of lump-sum retirement pay
encourages workers separations from their employers. A sweetened lump-sum retirement pay is often
used as a bargaining tool for soliciting early retirements from middle-aged workers. The difference
between severance pay in Canada and the lump-sum retirement pay in Japan is that the latter is paid even
if workers quit prior to, or retire at, their norma mandatory retirement ages.

b. Shukko

A second form of involuntary separation in Japan occurs when firms simply assign their workers
to an affiliate or related firm; this arrangement is known as shukko. (Most shukko assignments occur
within vertically or horizontally related groups of firms (keiretsu) in Japan.®> These new jobs are often
with smaller firms which pay less than the workers' current jobs. There are two types of shukko; the first
of which (tenseki) represents a one-way ticket to another firm with virtually no possibility of coming
back to the original employer. The second type, ichiji (temporary) shukko, involves a substantial
probability of returning to the original employer after afew years, and is more prevalent for younger
workers. For example, younger workers may be assigned to some jobs at other firms as part of their job
rotation for learning certain skills required by the original employer. More experienced workers of a
parent firm may also go on temporary shukko to its affiliated firms for teaching some skill the parent firm
wants the affiliated firms to possess. Many firms have agreements with their labor unions regarding the
practice of calling back workers on temporary shukko within 3 or 4 years after their shukko assignments
started.

For both temporary and permanent shukko, the original employer often pays most (or all) of the
wages of the workers who are sent out, at least for the first year or two. After that, the new employer
may start paying shukko workers salaries, depending on the arrangement made between the two
employers. At that point in time these workers may become regular employees of the new company and
sever their ties to the old employer.

An example of the use of shukko in a Japanese firm is given in Figure 2 , which shows the age
distribution of employees at alarge Japanese steel producer in 1997. For example, about four and a half
percent of the firm's employees are 49 (34+15) years of age. Of those, less than two thirds (under three
percent), are actually working at the company, while the remainder are away on shukko assignments (on
loan) to other employers. Those on shukko assignments may or may not be on the firm's payroll. The
proportion of employees on shukko starts to increase rapidly beginning at about age 44 (15+29), and
exceeds 50% of the total workforce by age 51. Most of the shukko employees older than their mid-40s
will not come back to the original employer, while those in their 20's and 30’ s are quite likely to do so.

Because shukko workers, especially of the “permanent” type, experience involuntary employer
changes, they can be thought of asakind of displaced worker. In contrast to North American displaced
workers, however, they do not experience any unemployment. Aswe shall see, they aso experience
only very small wage changes, at |east within one year of moving to the new firm.

% See Nakamuraand Vertinsky (1994) for keiretsu relationships.



c. Layoffs and the Process of Employment Reduction.

In Japan, there are, of course, also workers who lose jobs because employers cannot afford to
keep them on, or because their employers have gone out of business. Generaly, layoffs are used as alast
resort after other mechanisms, like mandatory retirement and shukko, have been exhausted. Asan
illustration of this, Figure 3 shows how these processes were sequenced as Japanese manufacturers have
been forced to reduce employment since 1987. Clearly, the post-bubble recession had a major impact on
employment adjustment, starting almost immediately after the burst of the bubble in 1990. Asthe change
in the production index for manufacturing and mining registers a sharp decline in 1991, reductionsin
overtime immediately follow.

These were followed by job rotations and shukko as well as reductionsin, or complete
termination of, new employment for mid-career workers. These methods, in turn, were followed by non-
renewal or cancellation of contracts with part time employees. Next, temporary forced vacations of
regular employees were implemented. Finally, after part time workers were terminated, about 2% of
Japanese manufacturers also implemented voluntary early retirement programs and layoffs between 1992
and 1994 (see for example Higuchi (1996)). Thus, layoffs are clearly alast resort, but they do occur.
They have been very little studied in Japan, and this chapter hopes to make an early attempt at
understanding their frequency and consequences.

2. Canada

Neither mandatory retirement for prime-age workers, nor shukko, are important features of firms
labor adjustment policiesin Canada. The dominant form of involuntary downward employment
adjustment used by Canadian firmsis clearly layoffs into unemployment. At the same time, however, it
isimportant to realize that not al layoffs constitute what we normally think of as displacements. The
main reason for thisisthat alarge fraction of layoffsin North America are temporary, and the workers
involved expect to return to the original employer after a short time. That aworker has been displaced,
i.e. permanently laid off, from her or his employer, may thus not be something that isimmediately
obvious (to either the worker or the firm) at the time of separation. The sets of displaced and temporarily
laid off workers may be very fluid on the margin, and studies using ex post definitions will likely have
quite different samples than those using ex ante ones.

The distinction between permanent and temporary layoffs figures prominently in the definition of
displaced workers in Canada, and has potentially important consequences for search intensities and
unemployment durations. Thisdistinction is explored in depth in Section V of this chapter.

[11. Legidation and I nstitutions affecting Displaced Workers.

In this section we describe the main laws and ingtitutions that are likely to affect the frequency
and consequences of worker displacement in Japan and Canada. We begin with a discussion of
employment protection legidation, namely policies which limit firms' freedom to reduce employment,
including mandatory advance notice periods, mandated severance pay, unjust dismissal laws, and
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requirements to consult with local governments before engaging in mass layoffs.* We then discuss the
“passive’ income support (primarily employment insurance) available to unemployed workers in both
countries. Next, we focus on a set of policies that are particularly prevalent in Japan but probably less
common, and certainly more ad hoc, in Canada: subsidies to employers and workers in “threatened”
industries designed both to maintain employment in the old firms and to encourage mobility into new
product lines and industries. Finally, we briefly describe the main institutions, apart from firms, that
shape the wage-setting process in both countries. collective bargaining and minimum wages. Because
these ingtitutions shape the distribution of wages across individuals, jobs, firms and industries, they can
have a significant effect on the wage changes experienced by displaced workers.

Our description of laws and other institutions in the two countries below is quite detailed, and is
meant to function as both background to the empirical work in this chapter and as reference material to
researchers interested in displacement and policy. Readers already familiar with Japanese and
Canadian labor market institutions, or who are mostly interested in just what happens to displaced
workersin the two countries, might happily skip ahead to Section IV.

1. Employment Protection L egidation
a Japan

Japanese employment law, like that of many European countries, distinguishes between workers on
“regular” employment contracts (usually long-term and full-time), and those working under other
arrangements, including temporary and part time workers. For workers on regular contracts, substantial
legal precedent requires firmsto demonstrate “just cause’ to terminate their employment. Workers
without regular contracts (such as temporary and part time workers) do not necessarily enjoy thisjust
cause protection, but can qualify if they have worked for the same employer for along time.”

“Just cause” in Japan can include declinesin business, but if firms want to invoke this reason to lay
workers off, they must be able to demonstrate the following: (1) the necessity of layoffs, (2) that they
have made efforts to avoid layoffs, (3) appropriate procedure, and (4) rational and fair choice of those to
be laid off. Voluntary early retirement programs are atypica part of the efforts to avoid layoffsin (2).
To lay off first non-regular workers such as temporary and part-time workers is accepted as an
appropriate procedure stated in (3) above. While negotiating with the labor union is considered to be an
integral part of the procedure, employers can lay workers off even if no agreement with the labor union
is reached after the employer has made a sincere effort.

The Japanese Labor Code requires that 30 days advance notice be given to workers prior to alayoff;
asin Canadafirms have the option of paying the equivalent amount of severance in lieu of giving notice.

* The possible effects of employment protection legisiation have played akey role in the debate over the causes of
high European unemployment over the last decade (e.g. Bertola 1992).

® Another legal reason for the difficulty Japanese firms have in laying off workers is that the standard employment
contract for regular workers simply states that aperson is employed by afirm, meaning that workerswill obey company
ordersto work. Because these contracts are not specific about the tasks workers are expected to perform, firms are
expected to assign workers to whatever tasks are consistent with permanent employment.



Despite thislow amount of statutory notice, it seems likely that, given the substantial procedural
requirements that must be fulfilled to demonstrate the justification of layoffsin Japan, “ effective’ notice
—the amount of time before the layoff when workers actually know it is coming—may in fact be
substantially greater in duration.

b. Canada

In Canada, two main bodies of legidation restrict firms' abilities to terminate workers
employment.® The first and older of these is the common law, which governs the interpretation and
enforcement of private employment contracts. According to Canadian common law, labor contracts
without an explicit fixed duration can be terminated by the firm in two main ways: termination for cause,
or by giving notice. Permissible "causes' are defined by centuries of British and Canadian case law,
and include items such as repeated insolence, drunkenness, or morally improper behavior (Arthurs et
al.1993, 153-155).

In contrast to dismissal for cause, termination of employment for “economic” reasons, such asa
shortage of work, generally requires giving the employee a "reasonable” amount of notice under
Canadian common law. In the event of a dispute, what is reasonable is determined by ajudge, who is
expected to consider the custom in the industry and geographical area, the periodicity of payment (hourly,
weekly, monthly, etc.), and/or the difficulty the employee will have in finding anew job (Arthurset al.,
pp. 146-149). Asenforcing these common law provisions for reasonable notice generally requires
workersto bring acivil suit against their employer, this option istypically exercised only by highly-paid
workers. It isworth noting, however, that in such situations the courts have determined advance notice
requirements of as much as 21 months to be “reasonable’.’

The second main body of law regulating layoffsin Canadais contained in the Employment
Standards Acts of its thirteen labor jurisdictions.®  These Acts set minimum conditions that must be
satisfied by al employment relationships, including minimum wages, paid vacations, and limits on
overtime work. Of these, three main provisions would likely be considered *employment protection
laws’: advance notice of layoff, severance pay, and consultation requirements.

Minimum mandatory notice statutes for permanent layoffs® in each of the Canadian |abor
jurisdictions are summarised in Table 1, which shows the state of legidation as at September 1, 1997. In

% A third set of restrictions concern discrimi natory discharges, on bases like race, sex, and union activity. Such
restrictions are set out in provincial Labor Relations Acts, Human Rights Acts, and the Charter of Rights and Freedoms.
See Arthurset al., pp. 88-95.

" See for example Downey (1989).

8 Each of the ten provinces and two Territories have their own employment standards acts and industrial relations
acts, though there are many similarities and agood deal of borrowing and diffusion between jurisdictions. Unlikethe US,
where federal statutes—such as minimum wages-- supersede state laws, the Canadian federal labor jurisdiction is limited
to asmall subset of industries nationwide, including banks, transportation and communications, and the federal public
service.

% In most cases layoffs are classified as temporary, and hence not subject to notice requirements, if they are for
less than 13 weeks, or (in cases of mass layoffs) if the employer advises the Director of Employment Standards that he or
she expectsto recall the workers within a period of time approved by the Director. Some jurisdictions however reguire
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most cases, mandated notice depends on the duration of employment, ranging from 1 week for relatively
new workers to 8 weeks for workers with 10 or more years of experience. Generally, asin Japan, an
employee can be given pay in lieu of notice.’® Separate regulations also exist for mass termination in
eleven of the thirteen jurisdictions. The number of workers necessary to congtitute a mass termination is
usually fifty or more employeesin a period of four weeks. The amount of notice that must be given
ranges from 8 weeks to 18 weeks depending on the number of workers let go.

Employment protection legislation in two Canadian jurisdictions a so includes severance pay. In
the Federa jurisdiction the amount of compensation is not large, consisting of two days wagesto be paid
per year of service. In Ontario severance packages only apply to employees with 5 or more years of
service; however the amount of compensation given is quite high, at one week of severance pay for each
year of service to amaximum of 26 weeks. Finally, most Canadian jurisdictions with mass termination
laws compel employers, in the event of a mass layoff, to establish and finance a"manpower adjustment
committee” with worker representation to develop an adjustment program for workers, and to help
workers in finding new employment opportunities. Further, the firms must advise and co-operate with
local governments regarding the closure procedure.

Unlike the common law, employee remedies for non-compliance with minimum notice statutes
arerelatively fast and costless. For example, in Ontario an employee only has to notify the local
Employment Standards office; this can be done by telephone. The claim isthen investigated and if the
employer isfound liable, he or she may be ordered by ajudge to reimburse wages for the required notice
period.

Given their universal application and the ease of enforcement, one would expect the statutory
notice provisions outlined above to be relevant to a much larger number of workers than those in the
common law. Whilethisis certainly true, Table 2 shows that even these minimum standards do not
result in notice actually being received by the majority of workers experiencing a permanent layoff in
Canada: Only 35 percent of men, and about 44 percent of women in such situations report receiving any
formal notice at all, about 30% of those who receive formal notice obtain less than 1 week. Only about
10-15% of those who receive notice, or about 3-6% of all layoffs, receive more than 1 month (4 weeks)
of notice. The fraction expecting the permanent layoff is somewhat higher, at 63 and 60 percent for men
and women respectively, but even among these the vast majority knew of the impending job loss less than
two weeks in advance. The principal reason for thisis simply the preponderance of very short jobsin
any sample of Canadian job losers. Thus, notice requirements are not binding on the majority of job
losersin Canada. It would be very useful to know how much “effective’ notice of thiskind was
available to displaced workersin Japan, but we are not aware of any source of thisinformation at the
present time.

Findly, it isinteresting to note that the current mix of employment protection legidation in
Canada has resulted from a series of province-by-province increases in legislated notice starting in the
1960's. Indeed, despite the recent move to the political right in a number of jurisdictions, and despite
significant retrenchment in a number of social programs and in labor relations legidation, as of January

notice of all large-scale layoffs, whether permanent or not.

19 | nterestingly, a small number of Canadian jurisdictions require workers to notify their employers of their
intent to quit, though it is unclear whether this provision has ever been enforced.
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1999 there has not been a single instance of a reduction in employment protection law in Canada. In
contrast to Europe, where employment protection laws have been blamed for high unemployment rates
and in many cases have been scaled back as aresult, current levels of Canadian employment protection
legislation have not been perceived as a major obstacle to business. Instead, it appears that they are
sufficiently valued by middle-class votersin atime of greater perceived job insecurity, to make any
attack on them politically unprofitable.

Comparing Canadian and Japanese employment protection laws, it appears that, if anything,
minimum statutory provisions for notice and severance are stronger in Canada. At the same time,
however, it isnot clear that these statutory provisions apply to most laid-off workersin Canada, and it
may be the case that the stricter procedural requirements for layoffsin Japan give rise to greater
“effective’ notice than the statutory minimum in most cases. Ranking the two countries in terms of legal
impediments to layoffsis not therefore not clear; to this end statistics on how far in advance Japanese
workers actually knew of their layoff would be very useful in future research.

2. Passive I ncome Support

a. Japan.

Japan’s Employment Insurance (El) system covers al employed workers except those aged 60 or
older, government employees and ship workers. Eligibility conditions include employment in EI-
covered jobs for at least 6 months in the year prior to job separation, and application to a government
placement office for job seeking status. Some restrictions apply for voluntary quits.

Statutory benefit levels under Japan’s Employment Insurance System are presented in Table 3. El
payments range between 60 and 80% (50 and 80% for those 60-64) of the regular wage of the last job
held, up to amaximum. The replacement rate declines with the rate of pay on the last job, while the
maximum daily payment increases with age up to 59. Benefit duration varies from 90 to 300 days, and is
an increasing function of age, number of yearsinsured and full time status. As the table indicates,
somewhat longer benefits are available for disabled and other “hard to employ” workers.™

In addition to basic income support, Japanese El provides numerous other allowances for items like
learning a skill, lodging cost for job training, disability during unemployment, job search, preparation for
new job, and moving costs. There are aso a number of programs for unemployed workers who are not
eligible under the El Law, such as atraining subsidy for changing jobs (Shokugyo tenkan kyuuhukin).
Finaly, in addition to El, Japan also has awelfare system for its long-term unemployed. Households
certified for welfare receive cash and in-kind payments in various forms.

b. Canada

! Other groups receiving special treatment in Japan's El system are older workers, seasonal workers, and day
laborers. Workers who become unemployed after 65 years of age receive alump sum payment ranging from 50 to 150
days wages. Eligible seasonal workers receive alump sum which istypicaly equal to 50 timesthe basic daily El
payment. Eligible day laborersreceive daily El payments, which are available for 13-17 days, depending on past earnings
and the number of days of contribution to El.



11

In contrast to Japan’s El system, which requires at least a half year of work to qualify, Canada's
El system allows workers with quite short employment spells to qualify for benefits, especialy in high-
unemployment regions.

Canada’ s system of passive income support for the unemployed has two components:
Employment Insurance (El; called Unemployment Insurance (Ul) before 1996), and Social Assistance,
more commonly referred to as “welfare”. Unemployment Insurance (Ul) isfederally operated,
compulsory, and currently the system covers well over 90% of employed Canadians. During the 1990s,
the program went through a series of substantial changes, whose primary goa was reducing costs. In
what follows we describe the main features of Canada s Ul system in the period in which most of our
data was collected-- the mid-1990’s, before the El reforms of 1996. Information about the latter reforms
is available in Human Resources Development Canada (1995).%

Degpite the changes from 1990 to 1996 the main features of Ul were reasonably constant over
this period since most of the amendments were to parameters of the system rather than to the structure of
the program itself. Insurable Employment was deemed to be any paid employment over 15 hours per
week, but earnings over a specified ceiling were not insurable. Premiums were (nominally) paid by both
workers and employers, but collected and remitted by employers. In addition to sufficient earnings,
qualifying for benefits required a minimum number of weeks of work during a qualifying period. The
number of weeks varied across regions from 20 in regions with a 6% or lower unemployment rate, to 12
(10 in the early part of the period) where the unemployment rate was above 13%."

All claimants received the same statutory replacement rate for earnings up to a weekly maximum.
In 1995 this was 55% (60% for low income individuals with a dependent), of the average weekly
insurable earnings for the 20 weeks prior to the claim. The number of benefit weeks to which one was
entitled from 14 to 50 weeks as afunction of the loca unemployment rate and the number of weeks
worked. In January 1995, after severa cutsto the program’s generosity, in a high unemployment rate
region 12 weeks of work entitled a worker to 32 weeks of benefits, while in alow unemployment rate
region 12 weeks was too few to obtain benefits, and the minimum number of weeks of work, 20, entitled
aworker to14 weeks of benefits. Workerswith afull year of employment still qualified for afull year of
benefits.

In sum, the broad magnitudes of Canadian Ul entitlements are thus roughly comparable to those in
Japan, summarized earlier. There seem to be two main differences; one of which is the greater
generosity of the Canadian system to part-year, or seasonal workers, who at the very most would be

2The major element of the 1996 reform was a move from weeks to hours of work to determine eligibility. For
example, where previously 12 to 20 weeks of work were required to meet the entrance requirement, this was modified to
420to 700 hours. (Many adjustments, such asthese, are straightforward conversions based on a 35 hour week, whichis
very close to the average of Canadian workers.) In accord with the move to hours, coverage was extended to all hours of
paid employment in the economy, including those in part time jobs. In addition, avery mild degreee of experience rating
was added to the system which had previously, unlike the system in the United States, not been experience rated at all.
However, again unlike the United States, the experience rating is based on the worker's history of El use and not the
employer's.

13 The actual rate used in administering the system is a seasonally adjusted 3 month moving average.
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entitled to alump sum of 50 days worth of benefitsin Japan. On the other hand, the Japanese system
offers higher replacement rates, of up to 80 percent for low-wage workers, to displaced workers with
steady work histories.

In addition to employment insurance, al Canadians, including single males, are eligible for
welfare (or in the case of those over age 65 who are in economic need, other social benefits). Welfare
isaprovincia responsibility, and in some provincesit is administered at amunicipal level, thusthereis
substantial inter- (and intra-) provincial heterogeneity. Welfare can be obtained after Ul benefits are
exhausted, and there is some evidence that the two programs substitute for one another. Like Japanese
welfare, (but unlike the current US welfare system), Canadian welfare has no benefit expiration.

3. Employment maintenance and adjustment subsidies

a Japan

Compared to the US or Canada, Japan has alarge number of programs specifically targetted at
maintaining employment in designated declining industries. The Japanese programs are administered
under two distinct bodies of legidation: Employment Insurance (El) Laws and Employment Maintenance
(EM) Laws (koyo taisakuho). Programs under both systems consist largely of employment,
outpl acenl15ent, and training subsidies; in this section we describe the programs administered under the El
law only.

Eligibility for most types of employment maintenance and adjustment subsidies requires the firm
or worker to be in one of two lists of narrowly defined industries specified by the Ministry of Labor.
Industries in both these lists are typically in need of significant downward employment adjustment. The
first of these, "specia employment adjustment industries’ (tokutel koyo chosei gyoshu) are considered
to face little prospect for future recovery; thisis not necessarily true of the second group, "employment
adjustment subsidy industries’ (koyo chosei joseikin shitei gyoshu). There are currently 72 special
employment adjustment industries, and 17 employment adjustment subsidy industries; alist is provided
in Appendix 1. Asof mid-1998, these industries included 86,954 establishments and employed 723,022
workersin total. Note that the average establishment covered by thislaw isvery small, with only 8.3
employees.

% The rough comparability of Canada's El system with Japan’ s does not extend to the US. In 1993 the Canadian
system paid $Can18.3 hillion in benefits to alabor force of about 14.5 million people, whereas the American system paid
about $US20.7 billion to alabor force of about 131 million. Given an exchange rate at that time of 1.30 (Can/US), this
implies that payments in Canada were about 6 times larger than those in the United States.

15 EM programs provide akind of parallel system to the El programs, but for workers who are ineligible for El.
Unlike the EI programs which are financed by a payroll tax, these programs are financed mostly by general revenue. One
EM-law-based employment maintenance program of potentially considerable significance for displaced workersisthe
subsidy for promoting training of middle-aged and older workers (Chuukonen rodosha to juko shoreikin) Under this
program, middle-aged and older workers (40 years or older) are eligible to get a 50% subsidy for taking training and
education courses for the purpose of preparing themselves for new jobs after their retirement from their present jobs, up
to amaximum of 100,000 yen. For more information on EM-based employment maintenance programs, see Ministry of
Labor (1997bc).
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Employment maintenance and adjustment subsidies paid under Japan’s El program fall into four
main categories, discussed in turn below. Asnoted there, the first of these is available to workers and
firmsin both groups of industries described above. The other three are available only in * specia
employment adjustment industries”, i.e. those with little prospect for recovery.

i. Employment adjustment subsidies (koyo chosei joseikin)

This law alows the Japanese government to subsidize the wages of workers who are laid off, are
on educational/training assignments because of the lack of work, or are reassigned to another firm
(shukko). Current subsidy rates are one half of the wages of workers who are laid off or on shukko, with
ahigher rate of 2/3in small and medium size enterprises (SME'’s). *® Maximum duration is 200 days for
laid off workers and 2 years for shukko assignments. This program also pays haf the cost of worker
retraining or education (2/3 in SME’s) for up to two years.

ii. Labor movement employment stability subsidy (rodo ido koyo antei joseikin)

This subsidy is given to those firmsin special employment adjustment industries which invested
in new lines of business in order to employ workers who have become redundant in the old operations.
Interestingly, these subsidies are also payable to firmsin any industry who hire workers displaced from
specia employment adjustment industries. The subsidies are used for paying portions of workers wages
and/or relocation costs. Current subsidy rates are one fourth of wages (1/3 for SMEs) for up to 1 year.
Other benefits are moving costs (actual cost up to a prespecified limit), housing costs (1/2 of the
employer cost paid for realtor fees and 1-year rent), and specia subsidies paid to firmsfor their new
investment in plant and equipment and employment maintenance.

iii. Labor movement ability development subsidy (rodo ido noryoku kaihatsu joseikin)

This subsidy is given to employers in specia employment adjustment industries who provide
workers with education and/or training for the purpose of shukko, arranging for new jobs and
reassignment of workersto new lines of business. The length of subsidy isfor one year prior to the
relocation of workers. The subsidy takes the following forms: (i) 2/3 of the wages (3/4 for SMESs) with
the maximum of 10,510 yen per day; (ii) 2/3 of the training cost (3/4 for SMEs) with the maximum of
100,000 yen; and (iii) asubsidy to relocation costs for workers who receive retraining for new
occupations. Components (i) and (ii) are also available to employersin any industry who employ and
train workers who were laid off by firms belonging to specia employment adjustment industries.

iv. Lifetime ability development subsidy (shogai noryoku kaihatsu kyuhukin)
Three distinct activities are subsidized under this program. “Ability development subsidies’

cover portions of employers' cost of training workers in their own occupational skill devel opment
programs. “ Self development subsidies” (Jiko keihatsu josei kyuuhukin) reimburse a portion of

1% Small and medium enterprises satisfy one of the following conditions: (1) book value capitalization does not
exceed 10 million yen for firmsin retail and service sectors; 30 million yen for firmsin wholesale sector; or 100
million yen in other sectors; (2) the number of regularly employed workers do not exceed 50 for firmsin retail and
service sectors; 100 in the wholesale sector; or 300 in other sectors.
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employers subsidy to their workers' cost of receiving education and training. Finally, thereisaso a
subsidy available for the development and testing of officially recognized tests of worker skill, the * skill
evaluation promotion subsidy” (gino hyoka sokushin kyuuhukin).

b. Canada

Canada does not have aformal approach to declining industries like Japan’s. However, thereis
amosaic of ad hoc initiatives, and semi-permanent programs, that perform a similar function, although
not on as large ascale. The steel industry, for example, experienced alarge downturn in the last few
decades and the federal government funded a multi-year “Canadian Steel Trades Employment Congress”
to aid workersin retraining and job search. Similar programs received funding to aid workers displaced
as aresult of international trade agreements such as the North American Free Trade Agreement. In
generd, large failing firms, and organized industries, have frequently looked to the government for loan
guarantees, tax concessions or other forms of support. Although these “bailouts’ are not as common as
they once were, they occur regularly and, typically, each is ahighly politicized event that is handled on
an ad hoc basis by the government in power.

Asin Japan, Canada s UI/EI system does play somerolein retraining, and in explicit
subsidization of labor mobility. For example, UI/EI offers (re-)training assistance and, in 1994, 6.2% of
all Ul weeks paid were in this category and geographic mobility assistance. Further, all formal tuition
fees and moving costs can be deducted from taxable income so the government implicitly subsidizes all
such activity. Finally, there are smaller specialized UI/EI programs to promote temporary work sharing,
job creation, and self-employment assistance, al of which have some paralelsin the Japanese El
system. However, in 1994 these three programs together accounted for only 1.5% of all Ul benefit
weeks paid.

4. Unions

A country’s system of unionization is directly relevant to the experiences of its displaced
workersin at least two ways. One of these istheir effect on the entire distribution of pre- and
postdisplacement wages. For example, one might expect displaced workers in an economy with highly
decentralized wage setting ingtitutions to face more wage uncertainty than workersin a more centralized
economy. Second, unions sometimes intervene directly in the management of the displacement process.
We provide a brief discussion of the possible effects of unions on displaced workersin Japan and
Canadain this section.

a Japan

In Japan, like Canada and the US, only aminority of workers are unionized. The unionization
rate (union members divided by the number of the employed) peaked around 35.5% in the 1970s and
gradually declined to the current level of 24%. Asin Canada and the US, unionization is highest in the
government and public utilities sectors (about 67%), compared to 29% in manufacturing industries and
15% in the service sector. Also like Canada and the US, Japanese unions are highly decentralized: the
predominant form of private sector union in Japan is organized at the enterprise level. While legd
provisions do exist for extension of collective bargaining agreements to nonunion workers, these are not
used in practice (Teulings and Hartog, p. 270).
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Despiteitslow level of unionization and enterprise-based structure, Japan’s collective
bargaining does contain one element of centralized co-ordination not present in the US and Canada. This
isthe annual unified negotiation process, which takes place every spring between the Japanese
Employers Federation and various associations of labor unions (shunto). Wage settlementsin shunto
are determined at the firm level and vary across industries and firms reflecting their specific industry-
and firm- specific performance.” This process typically determines the formulas for general and person-
specific annual increases in the level of regular pay. The formulas for bonuses, which are paid twice a
year (often in June and December), are aso determined for unionized workers during the period
between early spring and June. Bonuses generally constitute more than 25% of workers annual pay and
fluctuate more over time than regular (contract) pay.*®

While nonunionized workers and government employees are not covered by shunto, it iswidely
argued that shunto wage settlements have a significant impact on the wages of these workers as well.
Although the process by which this occursis hard to document, Teulings and Hartog (1998), anong
others, have argued that thisinformal, economy-wide wage co-ordination has important effects on the
national wage structure. If so, it islikely to have observable effects on the wage changes experienced by
displaced workers as well-- a question we address in detail |ater in this chapter.

Japanese unions also generally play at least some explicit role in the management of the
displacement process at the firm level. According to the 1991 Survey of Labor-Management Agreements
(Japan, Ministry of Labor, 1992) approximately 70% of unionized firms have some formal rules for the
employer-union consultation regarding job rotation, shukko and rehiring of retired workers. Ninety
percent of these firms have some formal rules for consultation regarding layoffs. On the other hand much
smaller proportions of firms (30%) have formal rules for consultation regarding employment matters
resulting from the introduction of new technology. It is unknown how common these arrangements are in
non-unionized firms.

b. Canada

In 1997, Canada had a union membership rate of 31 percent of employed persons, with about 34
percent of workers covered by a collective bargaining agreement (Akyeampong 1997). Whilethisis
more than double the U.S. rate at that time, many aspects of Canadas industrial relations system are
similar to that in the U.S, from which Canada adapted much of its collective bargaining legislation.™
Wage bargaining is done at the plant level, but not coordinated annually asin Japan. Most agreements

" See Glenson and Odaka (1976), Higuchi (1991,1996) and Okochi, Karsh and L evine (1974) for a description
of shunto, aswell as other historical and institutional aspects of the Japanese labor market.

18 |t should be noted that Japanese bonuses are paid to all regular workers regardless of their union statuses
including non-manageria staff such as security personnel, school teachers and government employees. In this sense
Japanese bonuses are, unlike bonuses paid to executivesin North America, used primarily as ameansto keep firms wage
bill flexible over time while maintaining employment.

19 One difference, which in part explains the Canada-US gap in unionization rates, is that " certification votes' are
not usually required to establish a union in Canada, rather signatures are collected over an extended period.
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are 2 or 3 yearsin duration, but thisis an outcome of the bargaining process and single year contracts are
not unheard of. State-sanctioned extension of collectively bargained wages to nonunionized workersis
essentialy nonexistent. Asiswell known, the average union-nonunion wage gap for observationally
identical workersin North Americais about 15%. Relative to non-union firms, North American unions
compress wages across skill levels (see Lemieux 1993). Kuhn and Sweetman (1998) show that the loss
of union status plays avery significant role in the wage losses of Canadian displaced workers.

In sum, only aminority of workers are union members in both Canada and Japan. Whilethereis
some co-ordination of wage settlements in Japan, and some extension of union wage settlements to
nonunion workers, both countries have quite decentralized wage-setting mechanisms, in which conditions
a the level of the individua firm play large roles in the setting of wages. Based on an examination of the
collective bargaining system, one would therefore expect considerable dispersion in the wage outcomes
of displaced workersin both countries, as compared, for example, with highly centralized countries such
as Denmark or Austria

5. Minimum Wages

Minimum wages, like unions, affect the entire distribution of pre- and postdi splacement wages.
They thus could affect the distribution of wage changes experienced by displaced workersin each
country.

a Japan

Unlike US or Canadian minimum wages, which are hourly rates, Japanese minimum wages are
generally specified on adaily basis. Like Canada (and to a much lesser extent the US) Japanese
minimum wages vary across political subdivisions of the country, which in Japan are prefectures.
Unlike either of those countries, Japanese minimum wages also vary across industries. Minimum wages
are determined by Prefectural Minimum Wage Councils, and are set in two main ways in Japan. They

are®:

District minimum wages: Each of the 47 prefectures has an overall minimum wage. These minimum
wages are applicable to all workersincluding part-time workers, non-regular workers and workers on
other types of employment contracts. Most of the current prefectural minimum wages were set on
October 1, 1997, and range from 4,625 yen for Okinawa (lowest in the nation) to 5,368 yen for Tokyo
and Kanagawa (highest).

Industry minimum wages: Within each prefecture, management and unions can agree on higher minimum
wages for key workersin certain industries. There are currently 253 industry-level minimum wages of
thistype. Examplesinclude the pulp and paper industry in Toyama Prefecture (5,637 yen, set on
November 25, 1995); the pulp and paper industry in Shizuoka prefecture (5,848 yen, set on December

2 | n addition to these two mechanisms, nation-wide minimum wages exist for two industries: the metal mining
industry, (7,085 yen, effective March 30, 1997), and non-metal mining industries (5,772 yen , effective May 17, 1989).
Minimum wages can a so result from mandatory extension of collective bargaining agreements, though there are only two
cases of thisin al of Japan.
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31, 1997); the stedl industry ( 5,487 yen in Oita; 5,970 in Tokyo; and 6,184 in Osaka), and the
automobile-retail industry (4,630 in Okinawa; and 6,049 in Saitama). These industry-specific minimum
wages, which do not exist in Canada, may provide a channel whereby collectively-bargained wages
affect the wages of unorganized workers, and —because they exceed the overall district minimum) may
work to compress wages in Japan more than Canadian minimum wages do.

b. Canada

As noted, minimum wages in Canada are a provincial responsibility, except for a small number
of industries that are under federal jurisdiction, and are set periodically on an ad hoc basis. With the
exception of federally-regulated industries, the minimum wage does not vary across industries.
Benjamin, Gunderson and Riddell (1998) describe the trend of a population-weighted average of
Canadian minimum wages. In the mid-1970s it was about 50% of the average manufacturing wage. It
fell over the subsequent decade to about 35% and has increased recently to about 38%.

In sum, both Canada and Japan have minimum wages that are set at sub-national levels
(provinces in Canada; prefectures and industry-prefecture cellsin Japan). Clearly these levels reflect
local economic conditions, as they tend to be higher in higher-wage jurisdictions. Unlike Canada, Japan
has a system of industry-specific minimum wages that exceed genera local mimina. Finaly, minimum
wages are not very high relative to mean wages in both countries. Thisis shown in Table 4: Japan,
Canada and the US all have minimum wages between 36 and 38 percent of mean wages (though the
definitions of mean wages vary somewhat), levels which are very low compared with France and
Germany. We thus expect considerable heterogeneity in the wage outcomes experienced by displaced
workers in both countries, with perhaps somewhat more legidlation-induced wage compression in Japan
than in Canada given its system of industry wage minima.
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V. General Economic Conditions

In this section, we briefly describe the overall macro- and labor market conditions around the
period (the mid-1990' s) to which most of our descriptive statistics and analysis apply.

1. Japan

Asiswell known, the mid-1990' s were a period of deepening recession for the Japanese
economy. Unemployment rose from 2.1 percent in 1990 to 4.1 percent in 1998, and the the number of
vacancies per job seeker was cut by more than half from 1.4 to 0.5. This recession has often been linked
to the burst of the stock- and property-market bubble in 1990. The Nikkei stock price index climbed to
its historical high of 38,916 yen on December 29, 1989. The bubble burst in 1990, and the Nikkei index
fell to 20,222 yen on October 1, 1990 and then to 14309 yen on August 18, 1992. Another contributing
factor to the recession may have been Japan’s recent de-industralization, driven in part by the
appreciation of the Japanese currency in the late 1980s. It is estimated that the fraction of overseas
production in Japanese manufacturers overall sales revenue, which was about 3% in 1985, has risen to
more than 8% by 1994 and will approach 11% by 2000. At the same time the share of manufactured
goods in total Japanese imports has grown from 31% in 1985 to more than 55% in 1994. These trends
are reflected in the much steeper declines in manufacturing employment than in overall employment
during the 1980’ s and 1990's, and can be expected to put unprecedented pressure on Japanese firms,
especialy in manufacturing, to shed labor.

2. Canada

Canada’ s unemployment rate has been higher than Japan’ s thoughout most of the post-war period,
and has exceeded that in the U.S. since the early 1980s. It peaked most recently in the 1992 recession at
11.3%, and declined only very slowly since then to 9.2% in 1997. The national number, however, masks
enormous regional differences that have persisted for decades. Some areas have unemployment rates
that are approximately 20 percentages points higher than others. The rate of employment growth has also
dowed markedly in the first half of the 1990s and the employment rate has dropped from a peak in the
low 60% range in the late 1980s to just under 60%.

Thus, during the mid-90’ s, economic conditions were moving in opposite directions in Japan and
Canada: deteriorating in Japan and improving in Canada. Despitethis, it isimportant to note the huge
gap in unemployment rates in favor of Japan: in 1995, the Canadian unemployment rate of 9.5 percent
was amost triple the Japanese rate of 3.2. Thisdifference colorsall discussion of comparative
displacement and re-employment rates in the two countries. Aswe shall see, it shows up in large
differences in both displacement rates and jobless durations among displaced workersin the two
countries.
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V. Rates of Separation and Displacement
1. Data

The goal of this section isto ascertain whether, and to what extent, job displacement is more or
less common in Japan than Canada. As displacements are a subset of all job separations, we also
present results on overall separation rates as well. 1n addition, we wish to see whether broad patterns of
the incidence of separation and displacement across demographic groups (essentially age and sex
groups) are similar in the two countries.

To accomplish this goal we use one Japanese, and two Canadian data sets. For Japan, we rely on
the Employment Mobility Survey (EMS), with its relatively large sample of persons leaving and
entering firms. For Canada, we use a very large sample of separations drawn from administrative data
collected by Human Resources Development Canada (HRDC). We supplement this with amuch smaller,
but richer survey of separators called the Canadian Out-of-Employment Survey (COEP).

Japan’ s employment mobility survey ("Survey of Employment Trends') is an establishment
survey that is conducted twice ayear by the Ministry of Labor. The two surveys for each year (typically
conducted during the periods July 1 to July 31, and January 16 to February 15) cover the employment
changes which have taken place at surveyed establishments during the January 1st - June 30th and July
1st - December 31st periods, respectively. This survey began in essentially the present form in 1964.
Privately and publicly owned establishments with at least 5 employeesin the following 9 industries are
covered: mining, construction, manufacturing, public utilities, transportation and communications,
retail/wholesale and restaurants, finance/insurance, real estate and service. 1n 1995, 14,000
establishments were surveyed. In addition to establishments' characteristics, the survey aso collects
information on three subsets of their workers: (1) those who were hired during the six-month reference
period, (2) those who left the firm during that period, and (3) those who experienced transfers from one
establishment to another within the same firm (intra-firm transfers). For 1995 the workers surveyed
comprise about 130,000 new hires, 120,000 departures, and 50,000 within-firm transfers. In this
section we use the “departures’ sample to compute separation and displacement rates; Section VII uses
the “hires’ sample to examine the consequences of displacement.” We do not use the third, “transfers’
sample.

The Canadian administrative data we use is collected as a byproduct of administering the
Employment Insurance system. Whenever a separation occurs, a Canadian employer is expected to
submit to HRDC aform called a“Record of Employment”.?? ROE forms contain information on the date
and (firm-reported) reason for the separation, an indication of whether the separation is expected to be
permanent or temporary, plus some limited demographic and firm information (including age, sex, job
tenure, and firm size). Both the worker and firm are identified, so it is possible to see whether the

L The “departures’ sample does not contain information about the subsequent jobs or unemployment
experienced by the workersinvolved.

22|t is generally thought that employer compliance with this reporting requirement is quite good. Thereason is
that, by submitting the form, the employer can cease remitting payroll taxes on behalf of the worker. One exception to
thisisfor workersin jobsinvolving under 15 hours per week, which during our sample period were exempt from Ul
payroll taxes (and ineligible for Ul benefits).
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person returned to the original firm after the separation.

Time series of separation rates based on the above data have recently been published in a series
of Statistics Canada working papers (Picot and Lin 1996, Picot, Lin and Pyper 1997, Lin and Pyper
1997); these rates are however not comparable to Japanese data derived from the employment mobility
survey, for anumber of reasons. In particular, the Japanese survey on which our results are based is
restricted to establishments with five or more employees, to jobslasting at least amonth, and to alarge
but not exhaustive set of industries (for example most of the public sector is excluded). To adjust for
these differences (some of which make a considerable difference to the numbers), Garnett Picot and
Leonard Landry of Statistics Canada have generously provided us with revised figures that impose the
same restrictions as the Japanese numbers.

Supplementary information on separating workers in Canadais available in a series of surveys
called the Canadian Out-of-Employment Panels (COEPs). These use administrative ROE forms as the
sampling frame for a telephone survey which asks detailed questions about old and new jobs,
unemployment durations, and search activities, among other items. In our work here, we use two merged
COEP surveys; in particular those which surveyed workers displaced between January and June of 1993,
and of 1995 respectively. In 1995 this survey was conducted in two panels (or waves) approximately 8-
9 and 13-14 months after the event; the 1993 survey had a third panel between these dates. Although
much smaller in size than the Japanese Employment Mobility survey, the COEP gives us a representative
sample of separations, combined with detailed information on their subsequent labor force status and
wages.

2. Separation and Displacement Rates

Total annual separation rates, calculated from the 1995 Japanese Employment Mobility Survey,
and comparably-defined Canadian administrative data, are presented in columns 1 and 3 of Table 5.
These rates give the annual number of separations from jobs which have lasted one month or more, from
firms with five or more workers, expressed as a fraction of the employed population in June of 1995.%

Overdl, the differences are striking: Employed Canadian men are much more likely to
experience a separation than Japanese men, with a separation rate of 35.9 percent, essentially triple the
Japanese rate of 11.9 percent. The difference is considerably less dramatic for women, whose separation
rates are essentially identical to men’sin Canada, but much higher than men’sin Japan. Thus Canadian
women'’s separation rate (34.1 percent) is not even double that of Japanese women (18.3%). Ignoring
teenagers, separation rates in both Canada and Japan seem to be U-shaped in age, especialy in Japan,

% We also examined rates for 1988 in both countries, and a number of intervening yearsin Canada. There are
few differences and little evidence of atime trend, as Picot et al have aready noted for Canada. 1t is perhaps worth noting,
however, that imposing the firm-size and job length restrictions in the Canadian data causes separation rates to drop quite
precipitously: alarge fraction of Canadian separations (and perhaps Japanese ones as well—we have no way of knowing
for Japan) are from very short jobsin very small firms. Finaly, note that, in both the Japanese and Canadian data
presented in Table 5, persons who separate more than once ayear will be counted as adding to the separation rate more
than once. Given therestriction to jobs lasting one month or more, asingleindividual could, potentially, contribute up to
11 separations per year to the counts in both countries.
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and especially for men.?* Thusjobs are most stable for prime-age workers in both countries, as one
might expect from a number of models, including job-shopping models, and models where retirement is
followed by one or more casual jobs.

To what extent are these apparently massive differencesin turnover between Canada and Japan
“red”, in the sense that they actually result in aworker moving from one firm to another? With the
exception of some shukko assignments, which are relatively infrequent, Japanese separations, especially
asreported in Table 5, are essentially all permanent.” Asin the US however, temporary layoffs
constitute a large fraction of separationsin Canada. To correct for this, column 2 excludes from the
count of separations all those workers who were observed working for their preseparation employer in
the year following the separation. This dramatically reduces the Canadian separation rate, to the point
where comparably-defined overall permanent separation rates are very similar in Canada (16.8
percent) and Japan (14.3 percent). Previous analyses often miss this because they include the huge
volume of temporary separations in North American economies.

Thisoveral similarity in permanent separation rates, however, obscures offsetting patterns by
gender: in line with expectations, Japanese men do turn over substantially less than Canadian men (11.9
versus 16.8 percent per year), but thisis offset by higher employment instability among Japanese women
(18.3 versus 15.7 percent turnover). Overall rates also obscure a different age pattern in the two
economies. while turnover is U-shaped with age in both, the ranking of the two countries is different at
the top and bottom of the age distribution.?® Consistent with a"job shopping" model, young Canadian
workers, especially those in their 20's, turn over much more than workersin all other age categories.
Thereis aso some evidence of "job shopping” in Japan, but in stark contrast to Canada, the highest
turnover rates in Japan are actually found among the oldest workers, aged 60 and over. These workers
actualy turn over much more rapidly in Japan than in Canada, suggesting the importance of both
mandatory retirement and a casual labor market among “retirees’.

While overall permanent separation rates are not that different in Japan in Canada, worker
displacements are the subset of separations that are involuntary from the worker’s point of view. If a
larger fraction of permanent turnover in Japan is voluntary, it may still be the case that worker
displacement is less common there. We confront thisissue in Table 6, which presents the distribution of
firm-reported reasons for separation in Japan (from published EMS data), and Table 7, which examines
both firm- and worker-reported separation reasons in the Canadian COEP data.

In Table 6, the separation reason that corresponds most closely to what North Americans mean

24 |n other work, Kuhn (1999) has argued that ROE' s substantially undercount separations among teenage
workersin Canada. Thisis especially important before 1997, because a much larger fraction of teens than any other age
group work part-time, and part-time workers were not subject to employment insurance premiumstill 1997. Thuswe
shall largely ignore teensin our discussion of separation and displacement rates.

% When work is very short, workers are sometimes told not to come in to work in Japan. Unlike Canada,

however, this would not be counted as a separation because the worker is still considered to be employed by the firm.

% Recall that we are ignoring the numbers for teensin Canada, due to the likelihood of a large undercount of
their separationsin our data.
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by “layoffs’ is the “ management convenience” category. In Japan in 1995, this category of separations
congtituted 8.7% of total separations, with a higher share for men (11.3%) than women (6.0%). Notably,
thislow “layoff” shareincludes shukko assignments, which do not result in unemployment; thus a count
of layoffs that might conceivably cause unemployment would be even lower. At the same time, however,
this rate does not include contract expiriations, which are actually alarger share of total separations; nor
does it include mandatory retirements, which may be considered aform of displacement. All told, total
involuntary separations (column 6) —which consist primarily of the above three separation reasons--
account for about one third of all separations in Japan, with a higher involuntary share for men than
women. Theinvoluntary share increases strongly with age, echoing our earlier notion that job security
fallswith age in Japan. Notably, thisincrease is not just due to mandatory retirement, which is only
important for workers over 55 in this data; the great bulk of the increase in involuntary separations with
ageisin the “management convenience” category, which includes shukko. In stark contrast (aswe shall
see) to Canada, the vast mgjority of separations for all workers under 54 are voluntary; for both women
and men most of these voluntary separations are not related to marriage, childbirth or nursing care.

For Canada, the COEP survey alows a detailed examination of reported separation reasons that,
unlike Japan, contains information on both the firm’s and worker’ s perceptions. The employer’s
perceived separation reasons are those reported on the ROE form, which asks employers to choose one
of 13 permitted answers: shortage of work (layoff), labor dispute, return to school, injury or illness,
voluntary departure (quit), pregnancy, retirement, participation in awork sharing program,
apprenticeship, age 65, dismissal (for cause), leave of absence and “other”.? In addition to this
information, however, the first panel of the COEP household survey asks each worker the primary reason
for which the job ended. Only those whose self reported reason for separation was either quit,
dismissed or fired, laid off, injury or illness, or “other” were allowed to complete this survey (i.e. the
survey was quickly terminated for separations due to retirement, maternity, labor dispute etc, and these
separations are not included in our data).”

Table 7 presents a cross tabulation of firm- and self reported reasons for separation for
participants in the COEP survey. Interestingly, there is a divergence of opinion as to the nature of the
separation in a substantial number of cases. For men (women) about 13% (14%) of those who label
their separation as a quit have the separation labeled as a layoff by the firm. Further, only 60% (68%) of
those labeled as voluntary departures by firms label themselves as quits. While 89% (87%) of men
(women) reported aslaid off (a separation attributed to a shortage of work, that is economic reasons) by
the firm report themselves as having been laid off, only 76% (64%) of men (women) who report that they
were laid off are declared as such by the firm. A large part of this results from the "other" category,
which firms are much more likely to use than workers, but the number of separations labeled as quits by
firmsthat are declared to be layoffs by workersis quite large, about 24% for men, and 14% for women.

Overall, however, while Table 7 shows some discrepancy between worker and firm perceptions,
it suggests that the large international differences we observe in the labelling of separations are common

?"Presumably workers whose contract ended are included in the “other” category in Canada, though it is possible
that some are coded in the “ short work” category. In the Canadian Ul (now EI) system, the category "dismissed" isread as
"dismissed for cause" and impliesthat the worker would not, after 1993, normally be eligible for Ul benefits

28 For the purposes of this analysis, we further exclude multiplejob holders who separated from ajob which is
not their "main" job.
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to workers and firms. In particular, no matter whether the worker’s or the firm’slabel is used, compared
to Japan, a much higher share of separations in Canada are employer-initiated layoffs. Depending on
whose label is used, layoffs constitute 60 to 68 percent of separations for men, and 47 to 60 percent for
women. One reason for this might be Canada s UI/EI system, which disqualifies al workers labelled as
quitters and dismissed from benefits. This feature, combined with alack of employer experience rating,
might lead a much larger fraction of separations to be labelled, even by the employer, as layoffs.

Another reason might ssimply be differencesin labelling that are cultural. For example, it is sometimes
claimed that a considerable number of forced resignations are reported under the category of voluntary
separations in Japan, to preserve public appearances. If thisisthe case our statistics in this section may
underestimate the real rate of layoffsin Japan. We return to thisissuein Section V111 of the chapter,
which proposes and analyses a definition of “displacement” that is not dependent on reported separation
reasons to make international comparisons. To anticipate, we find that the larger voluntary sharein
Japan is not illusory.

Given the rough similarity in overall permanent separation rates, plus the larger share of
separations which are labelled as involuntary in Canada, one would expect the overall rate of
“displacement”, i.e. of permanent, involuntary separation, to be higher in Canada than in Japan. Overall,
thisissueis confirmed by Table 8, which presents our best estimates of displacement rates in the two
countries. The Canadian numbersin column 1 of Table 8 come from Picot et a’s administrative data,
and simply restrict attention to separations labelled as due to “ shortage of work” by the employer on the
ROE form.? For Japan, columns 2 through 4 combine the published information in Tables 5 and 6
(multiplying separation rates by the fraction of separationsin each category), to generate three aternative
definitions of displacement rates.

According to Table 8, overal displacement rates are lower in Japan, no matter what definition of
displacement isused. The overall annual displacement rate in Canada was 4.9 percent in 1995:
Conditional on being employed at least a month and on working for afirm with at least five employees,
about one in twenty workers is permanently laid off each year in Canada. According to the narrowest
definition of displacement in Japan (separations due to management convenience only), thisfractionis
only 1.2 percent, or one in eighty-three workers. This number would be even lower if we excluded
shukko workers from the count of Japanese workers; these workers do not experience any unemployment
and (as we shall see) face much more muted wage changes than other separations. The Japanese
displacement rate would rise substantialy, to 2.7 percent, if we counted workers whose temporary
contract ends as being displaced. * Because they involve permanent, and (presumably) involuntary
employment terminations, contract expirations may be considered a kind of displacement; however as
they typically involve short jobs and are not unanticipated, they may not be fully equivalent to layoffs.
Finally, if mandatory retirements are included in the count of Japanese displacements, the overall
displacement rate rises to 3.5 percent, still below the Canadian rate of 4.9 percent but much less

9 Because there is no specific category on the ROE form for “end of contract”, these may include some
workers whose limited-term contracts ended. More likely, however, contract terminations will be coded as “ other”.
According to Table 7, however, including these in our count of displacements would make only aminor differenceto
Canadian displacement rates, because firms use the “ other” category for only 4.6 percent of male separations, and 3.5
percent of femal e separations (compared with “short work” frequencies of 61.8 and 47.5 percent respectively).

30 Asnoted earlier, adding contract terminations to the count of Canadian displacements would only increase the
displacement rate marginally.
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dramatically so.*

Isthe international difference in displacement rates shown in Table 8 an artifact of special
features of work organization in one or two industries? One might imagine, for example, that the
construction industry in Canada accounts for avery large share of annual separations. In that industry,
many workers have a permanent affiliation to a craft union rather than an employer, and cycle through a
large number of jobs with different employersin agiven year. Thisisafundamentaly different form of
labor market organization than almost all other industries. To check for this, we were able to generate
separation and displacement rates for two roughly comparable industry groups —construction and
manufacturing-- for 1995 in both countries, according to the definitions used in Tables5 and 8. The
figures are for men and women combined. For construction, we find separation rates of 54 percent in
Canada, but the permanent separation rate isonly 22 percent. This compares to a permanent separation
rate of 15 percent in Japan. The permanent layoff rateis 17.7 percent in Canada, compared to 1.1
percent in Japan, according to the “management convenience”’ definition in Table 8. Thusthereisindeed
a huge difference in displacement rates between the two countries in the construction industry. For
manufacturing, the separation rate is 49 percent in Canada, but permanent separations are only 17.3
percent, compared to 12.1 percent in Japan. Displacement rates, as defined above, are 6.1 percent in
Canada and 1.1 percent in Japan. Thus, looking just at manufacturing, the international differencein
displacement rates is smaller than in construction, but still very large. Indeed the rates for manufacturing
are quite similar to those for the economy as awhole. We conclude that the differences seen in Table 8
are not an artifact of how the construction industry, or any other single industry organized along different
lines.

Two other noteworthy features of Table 8 are the following. First, perhaps surprisingly,
displacement rates are quite similar for Japanese men and women, but are considerably higher for
Canadian men than Canadian women: in part due to differencesin industry mix (men are
overrepresented in construction, primary, and manufacturing industries), and to interindustry differences
in adjustment patterns (the above industries have more volatile product demand and rely more on layoffs
as an adjustment mechanism), displacement is quite disproportionately a“male” phenomenon in Canada.
Thisis not the case in Japan. Second, and even more striking, are the opposite age patternsin Canada
and Japan, which are particularly stark for men: displacement rates fall with age in Canada but
increase with age in Japan. While mandatory retirement clearly plays some role here, Table 8 clearly
indicates that much more than thisis clearly going on: both layoffs due to “management convenience’
and finishing atemporary contract also increase substantially with agein Japan. Thistrend highlightsa
key difference between the job markets of the two countries we explore further below: athough
Canadian workers operate in aless-secure job market overall, their job security tends to increase as they
age, in part dueto rising seniority levels and the widespread practice of ordering layoffs by inverse
seniority. In Japan, the opposite occurs; while young workers experience almost unparalleled job
security, this security erodes with age, as more and more workers are forced out among the older age
groups. Even excluding mandatory retirements, the displacement rate for Japanese workers over the age
of 55 actually exceeds the Canadian displacement rate for workers of the same age.

3 Retirements (voluntary or otherwise) are not included in our Canadian data. Despite the fact that (unilke the
US) mandatory retirement remains legal in Canada, it is our impression that the vast mgjority of retirementsin Canada are
voluntary, and thus should not properly be included in any count of displacements.
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In sum, our analysis of separation and displacement rates in Canada and Japan shows the
following. There are large differences in total separation rates between Japan and Canada, with
Canadian separations being much more frequent. Because alarge fraction of Canadian separations are
temporary (involving areturn to the original employer), differencesin permanent separations between
the two countries are however much more modest. In fact this difference is reversed for women, who
have a higher permanent separation rate in Japan than Canada. Finaly, if we restrict attention to those
separations that are labelled as firm-initiated (i.e. as “layoffs’), the difference between Canadian and
Japanese separation rates (which we can now consider as “displacement rates’) again becomes much
wider. Thereason isthat in Japan, amuch larger share of separations tends to be labelled as
“voluntary” from the worker’ s point of view. An implication, of course, it that the total rate of voluntary
separation must actually be greater in Japan than in Canada; understanding this phenomenon would seem
to be an important goal for further research.

3. The Permanence of L ayoffs

A final, but key, element in our description of displacement rates in the two countriesis a closer
understanding of the North-American phenonenon of temporary layoffs. as noted above avery large
fraction of separationsin Canadainvolves atemporary sojourn on employment insurance, followed by
recall to the preseparation employer. When workers are laid off in Canada, how certain are they about
their recall prospects? Do their expectations coincide with the firm’s, and how well do both parties
expectations predict what actually happens? These questions have important implications for workers
search strategies, and provide a useful contrast to the Japanese case, where separations (except for
certain types of shukko) almost always involve a permanent severing of ties with the employer. We use
the COEP to answer these questionsin Tables 9 and 10.

Table 9 contrasts worker and firm recall expectations among the subset of workers from Table 7
who are labeled as alayoff by either party. The firm datais from the ROE form which isfilled out near
the time of separation; the worker expectations are retrospective, since they are asked at the time of the
first survey what their expectation was when the job ended, further they had an opportunity to see the
ROE form. Nevertheless, it is clear from the table that there are substantial differences in the expressed
expectations of firms and workers. For women, workers (46.5%) and firms' (49.2%) aggregate
expectations of recall are fairly similar, but for men thereis alarger gap, with 47.4% of workers
expecting recall compared to 55.7% of firms. However, at the individual level there are large
differences in expectations; for example, 33% (36%) of men (women) who indicated that they
expected to be recalled were not listed by the firm as workers they planned to recall.

Recall realizations are contrasted with expectationsin Table 10 for the subset of workers from
Table 9 who are reemployed by their last survey date (it is only these workers for whom we know which
firm the postseparation job was with).* Clearly, neither firms nor workers are very reliable
predictors of recall. For men about 62% of workers who expected to be recalled, and 51% of the
workers firms expected to recall, are actually back with their former employer. The same numbers for

32 Although it is possible that some workers will be recalled beyond the end of the survey, the final panel is
approximately 57-63 weeks after the initial separation so any recall will be beyond the maximum possible duration of
unemployment insurance benefits assuming no severance pay. Also, although the survey experienced about 20% attrition
between the first and last panels, when the same tabulations are performed on the subsample of those who responded to
both, the column and row percentages are remarkably similar to those for the entire sample.
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women are about 70 and 63%. Perhaps more surprisingly, about 14% of the men and 15% of the women,
who did not expect to be recalled were in fact reemployed by their former employer and 32-35% of
those with no indication of recall on their ROE were recalled. This may reflect, first, workers
exercising their option to search while unemployed, locating new jobs, and then declining the recall
when it arrives, and second, firms' reluctance to indicate an even weak commitment to recall workersin
the face of uncertainty. >

In sum, both the divergence in individual workers and firms' expectations of recall, and the
inaccuracy of both firms and workers' predictions of whether recall will occur, mean that in many
cases, displacement in Canada does not constitute a sharp, and well-defined event. Workers on EI may
search at alow intensity for several months waiting to see whether they will be recalled or not. In
contrast to Japan, where displacement constitutes a short, sharp, and permanent break with the firm, this
more drawn-out process may contribute to longer unemployment durations among displaced workersin
Canada. We turn to thisissue in the next section.

V1. Labor Force Transtions after Displacement

In the previous section we established that, with the possible exception of older men, worker
displacement is less common in Japan than in Canada. In this section we begin our analysis of the
conseguences of displacement in the two countries, focusing on the amount of time it takes displaced
workersto find new jobs. In particular, we are interested in whether Japanese workers “pay” for their
greater job security with worse unemployment consequences in the event of involuntary job loss.
Because so few workers are displaced, are the few workers who are displaced seen by the labor market
as“lemons’, thus experiencing very long unemployment durations? Relatedly, does the widely-cited
“thinness’ of Japanese labor markets for mid-career workers manifest itself in much longer
unemployment durations of laid off workers? Finally, we are also interested in the empirical correlates
of long-term unemployment: are the same kinds of workers likely to experience long durations in both
countries, or do patterns differ?

Table 11 contains our main results on the relative unemployment durations of displaced workers
in Canada and Japan. The Japanese figuresin that table are calculated from a special survey of workers
entering unemployment, conducted in conjunction with the Japanese Labor Force Survey in 1996 and
1997 (Ministry of Labor, 1996, 1997). This survey specifically interviewed workers who were
employed one year before the survey date and experienced a separation within the last twelve months.
Individuals who, at the survey date, had dropped out of the labor force (i.e. were neither working nor
looking for work) were not interviewed. With a sample size of about 5200 persons, this specia survey
issmall compared to the Employment Mobility Survey, but unlike that survey (and like the COEP)
contains relatively detailed information on jobless durations for an inflow-based sample. Our sample of
displaced workers from this survey consists of all separations due to layoffs, bankruptcy, adeclinein
business, and other “management convenience” reasons.® This sample does not include workers on

% To investigate the possible influence of workers finding temporary jobs while awaiting recall, we calcul ated
the fraction of workers who obtained afirst job, and were observed to subsequently return to their former employer. In
our datawindow only about 0.8% of workers (from the set labeled as laid off by at least one party) did this, so we do not
believe it would have alarge influence.

3 |n this survey, unlike the published statisticsin Table 6, “management convenience” includes mandatory
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shukko, as such workers generally experience no unemployment. Both Japanese and Canadian samples,
however, do include individuals who, despite being involuntarily and permanently terminated, moved
directly into another job with no intervening joblessness.®

Canadian figuresin Table 11 are based on the COEP survey. Canadian displaced workers are
defined those experiencing a separation due to a self-reported “layoff”, who do not return to their
preseparation employer within the (approximately) one-year panel of the COEP survey.

For comparability with the Japanese statistics (which drop individuals who are not in the labor force on
the single survey date on which they were interviewed), we impose two alternative restrictions on the
Canadian sample: “Canada A” drops individuals who were out of the labor force at every date on which
they were interviewed after the separation; Canada B drops individuals who were out of the labor force
at any of the (postseparation) interview dates.®* Together results from these two samples should bracket
what would be obtained from an identical sampling strategy to the Japanese one.

The numbers presented in Table 11 are cumul ative re-employment rates derived from a Kaplan-
Meier estimate of the survivor function. The Kaplan-Meier technique provides a simple way to adjust
for the effect of censoring in the data, which isempirically fairly important: In Japan, 31 percent of
men’s, and 30 percent of women’s durations were censored; in Canada this fraction was higher at 32 and
42 percent respectively. Cumulative re-employment rates give the fraction of workers whose completed
jobless durations are estimated to have ended by a specific amount of time after the layoff, and cannot by
definition decrease with elapsed time.

Overall, the message of Table 11 is clear: even though displacement is much less common in
Japan, Japanese displaced workers do not take longer to become re-employed than Canadian workers.
In contrast, their durations are much shorter, with amedian of just under two months for both men and
women, compared to between 5 and 6 months for Canadian men, and between 7 and 9 months for
Canadian women. Two months after displacement, over half of Japanese workers are re-employed,
compared to under thirty percent of Canadian workers (according to either Canadian sample). Six
months later, about three quarters are re-employed in Japan compared with about 52 and 42 percent of
Canadian men and women respectively. It isworth re-emphasizing that these results apply to
involuntarily terminated workers only, and that they hold in spite of (&) the fact that a much smaller
fraction of separations are involuntary in Japan, and (b) the fact that we have excluded shukko workers,
who experience involuntary mobility but no unemployment, from our calculations. Accounting for these
factors would only widen the gap between Japan’s low unemployment durations and Canada s higher
ones.

retirements and a so job terminations of workers on non-regular contracts such as casua and term contracts. To the
extent that these workers have longer unemployment durations than layoffs of regular workers, our estimates for Japan
will overestimate durations among the latter group.

35 Asthe advance notice literature (e.g. Jones and Kuhn 1995) shows, a substantial fraction of joblessdurations
will be exactly zero if workers receive, and make use of, substantial prenotification periods of job loss. This may be the
case in Japan, though our data do not distinguish workers with exactly zero joblessness from others with under a month of
joblessness.

% Alternatively, we could have picked asingle interview date and selected the sample based on labor force
attachment at that date. This however raises the issue of which date to use, and how to treat individuals who attrit from
the survey between dates. Overall, we prefer the “bracketing” approach becauseit issimpler.
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Clearly, we do not find any evidence that “thinness’ of mid-career labor markets, or a“lemons’
phenomenon, hurts Japanese displaced workers relative to Canadian ones. Instead, two other factors
seem likely to be at work. Oneis simply the higher overall Canadian unemployment rate: as noted,
despite the Japanese recession, unemployment rates in Japan were less than half of Canadian rates at the
time of these surveys. Second may be the distinctly North-American issue of recall expectations: the lack
of aclean break with the old employer (even in the current sample of ex post permanent layoffs) may
discourage search for anew job until much later, thus contributing to the higher unemployment durations
of Canadian displaced workers.

Results from modeling the impact of covariates on the hazard are presented in Tables 12 and 13
for Japan and Canada respectively. In both cases we use a Cox partial likelihood specification, which
assumes the covariates have a proportional effect on the hazard and allows for afully general baseline
hazard rate. The reported coefficients give the effect of each covariate on the log of the re-employment
hazard. In Japan (Table 12), both the number of observed covariates and the sample size are small, and
very few observed characteristics have a statistically significant effect on the hazard rate. A significant
exception isthat part time workers, especially women, have higher re-employment hazards (and hence
shorter jobless durations) than full-time workers. Aswell, workers displaced from Industry 14 (* other
industries, not elsewhere classified) have much lower hazards, and hence longer jobless durations than
the omitted industry, manufacturing.

In Canada we have both alarger sample and a more exhaustive set of covariates; asaresult we
are able to say quite alot more about patternsin jobless durationsin Table 13. All regressionsin this
table use the “ Canada A” sample described earlier, though the results change very little when the
smaller, “B” sampleisused. The specificationsin columns (3) and (6) attempt to replicate the Japanese
analysisin Table 12 as closely as possible. In contrast to Japan, demographic and (predisplacement)
firm characteristics matter alot for the jobless durations of Canadian displaced workers. In particular,
for men, lower re-employment rates are found among single workers, those displaced from firms with
under 20 workers (the omitted category), visible minorities, and high-tenure workers. Age hasaU-
shaped effect on re-employment rates. All these patterns also hold for women, with two exceptions.
First, being single has the opposite effect —aising the re-employment hazard--, and education has a
strong, positive effect on re-employment rates [high school diplomais the omitted category]. In contrast
to Japan, being a part-time worker has no significant effect on re-employment rates, at least in the
comparably-specified regressions of columns (3) and (6).

The remaining columns in Table 13 add extra controls to check for the robustness of the
correlations identified above. Columns (1) and (4) add a measure of predisplacement union coverage
and province fixed effects; columns (2) and (5) add these plus the predisplacement wage --as a proxy
for individual characteristics observable to the previous employer, but not the econometrician.
Interestingly, unionization is associated with amuch higher re-employment hazard for men, but has no
impact for women. Perhaps surprisingly, while the predisplacement wage (mean about 13.5) has a strong
effect for men, it has no effect at al for women. Looking across the three specifications, most of the
coefficient estimates are not strongly affected by the inclusion of additional controls, athough the part-
time variable becomes significantly negative (opposite to Japan) for women when we control for
province effects, tenure, and union status.
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In addition to re-employment rates, the COEP provides some related information of interest
concerning the search and employment behavior of displaced Canadians. For example, of Canadian
displaced workers, 5.6% had, by the first survey date, started their own business since being laid off.
Overal, 7.3% considered themselves to be self-employed at the first survey: 4.0% full time, and 3.3%
part time. But, 28% of those who were full time self employed, and 51% of those who were part time,
were a so searching for another job at that point. This compares favorably with the set of all workers
reemployed at that point; 58% of all workers who were reemployed at the first survey date reported that
they were searching for another job. The fact that many Canadian displaced workers continue searching
for other jobs even after becoming re-employed, combined (as we shall see) with the much higher
fraction of Canadian displaced workers whose first post-separation job pays very much less than their
previous one, suggests that post-displacement “job shopping” may play a more important role in how
Canadian workers “recover” from displacement than for Japanese workers.

VI1l. Wage Changes

In this section we conduct an econometric analysis of the wage changes experienced by displaced
workers, using data from the 1993 and 1995 COEP for Canada and the 1995 Employment Mobility
Survey for Japan. Wefirst present comparable descriptive information on the distribution of wage
changes, by age and sex, in both countries. We then examine the structure of displacement-induced wage
changes in aregression framework. In both countries we compare the experiences of displaced workers
to those of all workers experiencing ajob separation. The Canadian sample of displaced workers
consists of all permanent layoffs; in Japan we present results for two samples. workers undergoing
shukko, and other involuntary terminations (management convenience, contract expiry, and mandatory
retirement).*” The survey defines shukko workers as those who move to work under another employer's
command by company order, or by agreement with another employer, regardless of their formal form of
employment affiliation (Ministry of Labor 19973, p.357). Because the microdatafile of Japan's
Employment Mobility Survey does not distinguish temporary and permanent shukko assignments, our
results should be interpreted as applying to a popul ation-weighted average of the two.

37 1t would, of course, be very interesting to dissaggregate these three forms of involuntary terminations, but this
is not possible in the microdatafile provided by the Ministry of Labor.
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1. TheDistribution of Displacement-Induced Wage Changes

Detailed information on the distribution of wage changes experienced by Japanese job changers
in the Employment Mobility Survey is provided in Table 14. As noted, Table 14 presents results for
three groups of workers: all separations, workers undergoing shukko, and all other involuntary
separations. The Japanese EM S does not ask workers directly about the level of preseparation wages,
rather it Ssimply presents workers with the five percentage-change categories listed in the table and asks
them to choose one. This of course makesit difficult to present results for mean wage changes; we do
provide however arough estimate of amean by assigning values to each category.® Finally, recall that
by definition, only workers who are re-employed after a separation can be included in these wage-
change calculations, and that the wage information refers to monthly wages excluding bonuses.

According to Table 14, the average Japanese male who changed jobsin 1995 experienced a 2.2
percent wage gain; if he changed jobs involuntarily without undergoing shukko he lost 4.3 percent in
wages. Closer examination of the data however reveals that the latter lossis entirely attributable to
workers over 45 years of age: on average men under this age experience a mean wage gain after an
involuntary separation; men above 55 on the other hand experience very large mean wage losses, many
of which may be associated with mandatory retirement, and with low-wage or part-time work after
retirement. Indeed, the incidence of very large wage reductions among older men who separate
involuntarily is remarkable, with almost 40 percent experiencing a wage reduction of 30 percent or
more. Also, again especially for men, asignificant fraction of job changers (both overall and
involuntary) experience wage gains, a fraction which declines strongly with age. Finaly, the distribution
of wage changes among workers undergoing shukko contrasts very strongly with the other distributionsin
Table 14: amuch higher fraction of shukko workers experiences wage stability across old and new
jobs, with amost 90 percent experiencing a change of less than 10 percent in absolute value. The fact
that, at least for alimited time, the old employer continues to pay the wage of such workers, almost
certainly contributes to this wage stability. Part b of Table 14 shows that these trends differ in two main
ways for women. First, large wage reductions among older women undergoing permanent separations
are much less common than among men. Thisreflects, at least in part, the less frequent use of mandatory
retirement in women's labor contracts. Second, shukko is very rare among women in Japan.

Table 15 gives comparable numbers for Canada. As noted, these are derived from the merged
1993 and 1995 COEP surveys. Unlike the Japanese EMSS, persons surveyed in the COEP were asked the
actual level of wagesin both the pre- and postseparation jobs; table 15 uses these responses to compute
percentage changes.® The table thus provides an actual mean wage change, and an estimated mean using
the same values as were assigned to the various categories in Japan, for comparability. In contrast to
Japan, however, the Canadian wage data refer to hourly wages, afact that is important to bear in mind
when interpreting regression results on part-time work below.

The following trends are evident from an examination of Table 15. First, asin Japan, displaced

38 Workers experiencing wage losses of over 30 percent were assigned a val ue of —30; those experiencing losses
of 10 to 30 percent avalue of —15, and similarly for workers experiencing gains. Workers experiencing wage changes of
—10to +10 percent were assigned a value of zero.

% The percentage change is cal cul ated as 100* (post-pre)/pre, where pre- and post refer to wages before and after
separation.
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workers under the age of 45 or so do not experience economically significant mean wage losses. Also,
as in Japan, mean wage changes among displaced workers, aswell as among al separations, become
more negative with age, but the decline is much less dramatic. Indeed, the fraction of displaced men
experiencing large wage losses appears uncorrelated with age in Canada; the declining mean is largely
dueto afall in the fraction of large, displacement-induced wage gains with age.

The clearest contrast in wage change patterns between Japan and Canada concerns their variance.
Looking specificaly at prime-aged men (say age 30-39, before mandatory retirement becomes an issue
in Japan), and at the non-shukko involuntary separations in both countries, it is clear that the fraction of
displaced workers experiencing wage changes of more than 30 percent in absolute value is much greater
in Canada (about 16+14 = 30 percent) than in Japan (about 8 percent). Thisis particularly striking
when we recall that the Japanese figures are monthly wages, and thus incorporate any monthly hours
variation between jobs. Thislower variance in wage changesin Japan is striking, given the relatively
decentralized wage-setting regimes in both Japan and Canada. It may, however, reflect greater
opportunities to extend collectively-bargained wage settlements to nonunion workers, and industry
minimum wages that reduce wage dispersion, in Japan. It clearly reflects something other than the
ingtitution of shukko, since it is very apparent even when these workers are excluded from the sample.

Finally, while (due to this greater dispersion) most age groups are much less likely to experience
alarge wage reduction when changing jobs in Japan than in Canada, the reverseis true for older
workers, especially men separating involuntarily. Thus, our results reaffirm the notion that adjustment
burdens, in Japan, fall much more disproportionately on older workers than in Canada: not only does the
involuntary separation rate rise with age (as we saw in the previous section), but the chances that such a
separation will result in alarge wage loss also rise with age.

A reader might be surprised by the very small wage mean wage losses reported in Table 15 for
older Canadian workers. Doesn't this contradict alarge US and Canadian literature which shows large
wage losses among older displaced North American workers? The resolution to this puzzle can be found
in Table 16, which breaks down Canadians' wage changes by tenure instead of age, and in Table 17,
which provides supplementary information on the distribution of tenure by age in the two countries.
Now, sizable mean losses (of 11.0 percent for men and and 6.6 percent for women) are evident among
workers with high tenure levels (more than ten years), and losses increase quite steadily with tenure on
thelost job. It therefore does not follow from Tables 14 and 15 that the Canadian labor market is kinder
to high-tenure displaced workers than the Japanese market: the small wage losses of older Canadian
displaced workers could be largely due to relatively low mean tenure levels among older workersin
Canada than in Japan.

We do not have access to information about tenure levels of Japanese displaced workersin our
microdata sample. However, the fact that older Japanese workers have higher tenure levels than ol der
Canadian workersis documented in Table 17, which is based on calculations from general household
surveys in both countries. Thisis especialy the case for men; for example a randomly-sel ected,
employed 50-54 year-old Japanese man has been on his current job for 22 years. The analogous figure
for Canadais 14.7 years.® Women's age-specific tenure levels are remarkably similar in Japan and

9 The Canadian figuresin Table 16 are based on our own calculations from the 1994 Survey of Income
Dynamics. The nature of the establishment size question in this survey does not allow usto precisely duplicate the
Japanese data’ s restriction to workers in establishments of at least 10 workers. However, to “bracket” the Japanese
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Canada. The other noteworthy feature of Table 17 iswhat happens after age 55: Conditiona on
remaining employed, mean tenure continues to rise with age among Canadian workers as they age, even
past 65. At least for men, thisis not the case in Japan, where the widespread practice of taking a low-
wage “post-retirement” job clearly shows up in the data.

2. The Structure of Displacement-Induced Wage Changes. Japan versus Canada

In this subsection we present regression analyses of displacement-induced wage changes in Japan
and Canada. The goal is to see whether the same observable factors accentuate, or mitigate, wage losses
experienced by displaced workersin both countries. Asin the previous subsection, for Canadawe
present separate results for all permanent separations and for permanently laid off workers. For Japan
we consider three populations: all separations, workers undergoing shukko, and layoffs.

The Japanese results are presented for men and women separately in Tables 18 and 19; those for
al separations are in column 1, workers undergoing shukko in columns 3aand 3b, and other involuntary
separations in columns 2a and 2b. The dependent variable in all regressions is the percentage wage
change reported by the (re-employed) worker; because both tails of this dependent variable are
truncated, we use censored regression models for doubly truncated dependent variables.**

The main patternsin Tables 18 and 19 are as follows. First, as columnl of both tables indicates
(and as the simple wage change distributions examined above suggested), separation reason matters.
With the exception of workers experiencing outward shukko, who experience a small wage gain,
workers experiencing involuntary separations experience larger wage losses than voluntary separations.
In particular, “laid-off” men (i.e. involuntary, non-shukko separations) are likely to lose five percent
more in wages than men separating voluntarily. The somewhat surprising wage gains among outward-
shukko workers might reflect pay incentives employers provide for encouraging workers to willingly
accept shukko assignments (to new jobs). Such incentives disappear as workers on shukko assignments
are called back.

Second, among involuntary separations, the patterns of wage changes are very different for
shukko versus al other involuntary separations. In virtually al cases, the absolute magnitudes of the
coefficients are smaller for workers undergoing shukko. At the same time, as suggested by the wage
change distributions in the previous subsection, our estimate of unexplained wage change variance,
sigma, is aso much smaller for shukko workers (less than half the value for laid-off workers among
men). Thus, both measured and unmeasured persona and firm characteristics matter much less for wage
changes among shukko workers. In part because the preseparation firm sometimes pays the worker
his/her old wage during the initial period at the new firm, shukko workers thus seem to be relatively
insulated from the heterogeneity in wage change experiences of laid-off workersin Japan.

definition, we provide results with no establishment size restriction, and for workers in establishmentsof 20 or more
persons. Usually the latter generate higher mean tenures, but for the specific case of men aged 50-54 the two measures
happen to coincide exactly.

L Asfor the calculation of meansin Table 14, workers experiencing wage changes of -30 to —10 percent are
assigned avalue of —15, and similarly for workers experiencing gains of 10 to 30 percent. Workers experiencing changes
of —10to +10 percent are assigned a value of zero.
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Third, focusing now on columns 2a and 2b, the wage consequences of displacement vary
considerably with workers' characteristicsin Japan. Compared to workers with less than high school
(the omitted group), workers with more education experience larger wage losses in Japan, with the
largest losses among those with junior college degrees. Firm size also matters. compared to workers
remaning in asmall firm before and after displacement, men moving into alarge firm experience, on
average, 3 percent larger wage gains, while those leaving alarge firm lose 5 percent more. The large
premium for full-time work, of about 10 percent, is unsurprising given that our monthly wage statistics
will reflect hours variation between jobs. Men (women) who change industry experience 4 percent (2
percent) larger wage losses, consistent with the existence of industry-specific capital (Neal 1995).
Especially for men, industry wage premia are highly important in explaining wage changes. Moving into
industries which pay above-average wages raises an individual’ s wages; leaving them reduces wages.*
Finally, and again especially for men, older workers clearly lose more from displacement than younger
workers. To some extent this surely reflects their higher tenure levels, which we are unable to control
for in Japan. Especially for workers aged 55-64, it may also reflect the significant amount of work in
“secondary” labor markets that occurs after mandatory retirement.

In sum, most of the patterns in displaced workers' wage changes in Japan will be familiar to
analysts of displacement in other countries. The muted wage changes experienced by shukko workers
are, however, of distinct interest, asis the association of higher education with greater wage losses. The
magnitudes of the effects of different variables may however differ substantially from other countries—a
guestion we address in our analysis of Canadian data next.

Results from wage change regressions for Canada are shown in Table 20. Asfor Japan, we
present one set of results for all job separations, in columns 1 and 3 (though in Canada we require these
Separations to be permanent). The remaining columns restrict the sample to permanent layoffs only; of
these, columns 2 and 5 provide the fullest possible description of the pattern of wage changesin Canada;
columns 3 and 6 replicate the Japanese regressions essentially exactly by dropping those covariates not
available in the Japanese data (i.e. union status and tenure).*® The dependent variable in al regressions
isthe ratio of post- to preseparation hourly wages (based on wage levels reported by the worker);
multiplying Table 20 coefficients by 100 thus makes them roughly comparable to those for Japan in
Tables 18 and 19.

Table 20 showsthe following. First, unlike Japan, education is not correlated with wage
changes among separating or displaced workers. Of course, higher education raises both pre- and post-
separation wages in Canada (regressions not shown), but the effects are roughly equal. Thusit would
appear that wage premia associated with educational credentials are more likely to survive displacement
in Canadathan in Japan. Second, focusing on the comparable regressionsin columns 3 and 6, it is clear
that firm size “matters’ in Canada, asit doesin Japan. Perhaps more unexpectedly, firm size appearsto
be much more important in Canada than Japan: displaced men who move from alargeto asmall firm
in Canada |ose 24 percent more in wages than those remaining in small firms before and after
displacement. This comparesto only afive percent larger loss in Japan, where the largest firm-size

“2 | ndustry wage premiawere calculated from aggregate statistics as the average wage in the industry divided by
the overall average wage. Statisticsrefer to monthly regular wages (not including bonuses, overtime, etc) of workerson
regular contracts. (i.e. not fixed term or part time).

“3 We keep visible minority statusin the Canadian regressions despite the absence of a Japanese counterpart.
This does not affect the results materially.
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category (1000 or more workers) actually refers to much larger firms than in Canada (500 or more).*
Despite frequent comments about the importance of dual labor markets in Japan, we thus find larger firm-
size premiain a North-American economy —Canada. This may reflect greater overall wage
heterogeneity, aswell as more idiosyncratic rent-sharing as argued by Teulings and Hartog (1999).*

In contrast to firm size, part-time status matters much less in Canada than in Japan; in fact the only
significant part-time coefficient implies an hourly wage gain for women moving into part-timejobs. As
in Japan, older workers lose more from displacement, and the magnitude of the age effect issimilar. As
columns 2 and 5 show, controlling for tenure reduces, but does not eliminate, these age effects,
suggesting that pure aging may play arole. Visible minorities lose significantly more from displacement
than other Canadians. Because pure wage discrimination should affect both pre- and postdisplacement
wages equally, this suggests that there might be a search component to discrimination—jobs in which
visible minorities are welcome may be relatively scarce, prompting them to accept low-wage jobs while
searching in this“thin” market.

Finally, the Canadian data provide evidence on the effects of avery important variable, aside
from tenure, that is absent from the Japanese data: union status. Clearly, workers transiting from union to
nonunion status (un) lose more from displacement, and workers transiting into union status (nu) gain, by a
little over 15 percent in each case. While controlling for union status does not alter the other regression
coefficients much (it reduces the firm size effects alittle but to nowhere near the small Japanese levels),
it would be interesting to see whether similar union effects are present in Japan, where union coverage
rates are similar to Canada s but where more mechanisms exist by which union wage settlements might
affect nonunion workers.

In sum, aregression-based examination of the patterns in wage losses experienced by displaced
workers in Canada and Japan reveals both commonalities and differences. Commonalitiesinclude
increasing wage losses with age, and wage losses that are accentuated when workers move out of large
firms, and into small ones. Differences revolve around that fact that some factors “matter” more for
wage changes in one country than the other, or do not matter at al in one of the two countries. Firm size
clearly matters more in Canada: in comparable wage change regressions, estimated firm size premiaare
much larger there. In contrast, education and part-time status matter more in Japan. Further investigation
into what might explain these wage structure differences seems warranted. Finaly, it isworth recalling
the existence, in Japan but not in Canada, of a group of involuntarily-displaced workers who experience
no unemployment and whose wage changes are much more muted than those of laid-off workers: shukko
workers. For some, at least, shukko might be a“kinder, gentler” aternative to displacement that permits

4 1n both Canadian and Japanese data sets, “firm” sizes actually refer to establishments, not (necessarily) entire
companies.

> Teulings and Hartog present awide array of evidence that corporatist countries (those with centralized wage
setting) have fewer “noncompetitive” wage differentials, such as firm-size effects, than decentralized economies. Inthe
case of Japan (p. 175) they find that itsindustry wages are less sensitive to output prices than in Canada and the US, and
attribute this to informal bargaining coordination. Tachibanaki (1996) reports large firm-size wage premiafor Japan,
probably larger than the US (though he makes no direct comparison). Our much smaller estimates are most likely
explained by the fact that our displacement-based measuresimplicitly control for individual fixed effects, unlike
Tachibanaki’ s cross-section estimates. That said, our estimated firm-size wage premiafor Japan might be larger if
bonuses were included in our wage measure, as they are in Tachibanaki’ swork. (1to (1992, p. 234) presents simple
tabulations suggesting that bonuses are alarger fraction of compensation in large than small Japanese firms).
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industrial adjustment just the same.

VIII. Combining Incidence and Consequences. The Prevalence of Severe, Separation-Induced,
Wage L 0ss

It would appear, based on the analysis so far, that —with the exception of older Japanese men
exposed to early retirement risk, displacement, in the sense of involuntary, permanent job loss, isless
common in Japan than Canada. It also appears that, with the same exception, the likelihood of
experiencing alarge wage decline as aresult of displacement islessin Japan aswell. Overdl, this
would suggest that a randomly-sel ected Japanese worker has more lifetime wage security than a
comparable Canadian worker. In this section we quantify this difference between the two labor markets
by computing a simple, comparable summary measure of wage security for each. In particular, we ask:
"In any given year, what is the probability that a randomly-sel ected employed worker of a given age will
experience a permanent job separation which resultsin an hourly wage loss of more than 30 percent?’
For want of a better term, we call thisthe "risk of severe, turnover-induced, wage loss'. In addition to
combining information about both the incidence and consequences of displacement, this indicator might
also be thought of as ameasure of displacement rates that is not dependent on potentia differencesin the
labelling of separations across countries that was explored in depth earlier in this chapter. Rather than
restricting attention to particular separation reasons, we include all separations and, in a sense, weight
their “severity” by the wage loss associated with them, thus circumventing these labelling and
definitional issues.

Our estimates of per-worker frequencies of separation-induced wage gains and losses are
presented in Table 21. The figures reported there combine the information on wage changes used in
Section VII with the permanent separation rates calculated in Table 5. According to Table 21, men’s
overal risk of severe, turnover-induced wage loss is under one percent (0.8%) per year in Japan, and
more than double that (1.9%) in Canada. As expected, this reflects both a higher male permanent
separation rate in Canada and a greater likelihood of experiencing alarge wage loss conditional on
changing jobsin Canada. For women, the incidence of severe separation-induced wage lossis also
greater in Canada than Japan, but the difference is much more moderate. Thisis because, as noted in
Table 5, Japanese women actually have higher turnover rates than Canadian women.

Together, the age trends in Table 21 yield a perhaps-surprising finding that reinforces some
trends noted much earlier, in Table 5: If "job security” is defined as freedom from the risk of ajob
change that results in awage loss of over 30 percent (or 10 percent for that matter), older Canadian
workers (55+, both men and women) have greater wage security than older Japanese workers.
Loosdly, after aturbulent youth characterized by high turnover, both voluntary ("job shopping") and
involuntary (layoffs tend to be ordered by inverse seniority), Canadian workers, both men and women,
tend to settle into permanent jobs where, by age 55, they are at relatively low risk of large, separation-
induced wage losses. Japanese workers, especialy men, enjoy unparalled "wage security” when young,
but face increasing wage-loss risk as they age. To some extent, then, older workers may bear a much
larger share of the adjustment burden in Japan than in Canada.

A final question that seems natural to ask is, “Do younger Japanese workers ‘pay’ for their very
high level of job and wage security in any way?’. According to columns 3, 4, 7 and 8 of Table 21, which
present parallel statistics on separation-induced wage gains, in at least one very important sense, the
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answer to thisquestion is“yes’: their prospects of increasing their wages by finding a new, better job
are much lower. While, in both countries, the chances of "moving up” by switching jobsfall with age,
the international differences are dramatic in al age categories. In any given year, a 20-24 year-old
employed Canadian man has an 11.0 percent chance of raising his wage rate by 30 percent or more by
switching employers. The equivalent probability in Japan is 1.3 percent. Eveninaman'slate 50's, the
international difference is more than tenfold, 1.1 percent in Canada versus 0.1 percent in Japan. Similar
but lessdramatic differences are present for women.

Thus, to some extent the greater protection from turnover-induced wage |oss experienced in
Japan, especially by young and prime-age men, is counterbalanced by the fact that fewer wage gains can
be had from turning over aswell. 1n general, this reflects the fact that the variance of separation-induced
wage changes is much higher in Canada than Japan. Despite Japan's low level of unionization and
enterprise-level wage bargaining, these wage change results are suggestive of a more compressed
overall wage distribution. To the extent that workers are risk averse, this lower variance can be thought
of asraising the level of "effective’ wage security in Japan, again especially among young and prime-age
men.

I X. Emerging Issues. whereto go from here?

In this chapter we have described the main ingtitutional elements of the Japanese and Canadian
economies that affect displaced workers, and have presented evidence on the incidence and
conseguences of displacement in both countries.  Our main results have aready been summarized in the
introduction; in this concluding section we try to summarize the main outstanding puzzles our work
leaves unanswered, and provide suggestions for what needs to be done next to resolve these puzzles.

Concerning overall separation and displacement rates in Canada and Japan, a somewhat
unexpected finding of this chapter is the rough similarity in permanent separation rates between the two
countries. This phenomenon —reminiscent of Koike's (e.g. 1984) “revisionist” claim that Japanese
employment systems do not necessarily provide more security than “Western” ones—is obscured in
some published aggregate statistics by the inclusion of the large number of temporary separationsin
North American data, by a tendency to focus on male workers only, and by the tendency of Japanese
statistics (because they are often based on surveys of firms) to restrict attention to workersin larger
firms. When these factors are adjusted for, overall permanent separation ratesin the two countries are
similar, though they are higher for men in Canada and higher for women in Japan. Clearly thisfinding
needs to be explored in more detail, with as many data sources as possible, and with the closest attention
to comparability of the data. If it issupported by further examination, it may have very important
implications for understanding the process of industrial adjustment in Japan, compared to North
American economies. The finding also needs to be reconciled with the very clear differencesin age-
specific mean job tenures we see between Canada and Japan. Tenure is much higher in Japan (at |east
among men); this could be consistent with the turnover dataif turnover is more concentrated among low-
tenure workers (for example, part-time and contract workers) than in North American economies.

A related puzzle concerns the very high fraction of Japanese separations that are voluntary,
compared to Canada. s this a genuine difference, or purely alabelling phenomenon?® Thefact that

“5 Hashimoto (1990, pp. 77-81) argues that the quit-layoff distinction may be less meaningful in Japan than in the
US or Canada
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many fewer Japanese separations result in large wage declines, plus the fact that in the aggregate, worker
and firm labelling of separations seemsto agree in Canada, certainly suggests that it is genuine.

However it is also true that many fewer separations result in substantial wage increases in Japan, so the
phenomenon seems to warrant further investigation. Who are al these quittersin Japan: are they
concentrated in certain industries or demographic groups? Does the large fraction of voluntary turnover
in Japan provide another mechanism for industrial adjustment that is lessimportant in North America? |Is
the high fraction of involuntary turnover in Canadaa*labelling” response to its particular employment
insurance system?

Another aspect of the composition of separations that deserves further analysisis the much larger
share of Japanese separations labelled as due to the expiration of afixed-term contract. Despite recent
concern over the growth of thisform of work in Canada and the US, it would appear to be much more
prevalent in Japan. Does the much larger share of contract expirations in separations also substitute for
displacement of “regular” workers as aform of industrial adjustment in Japan?

A final, and fascinating, issue concerning displacement rates that positively invites further
exploration isthe very different effect of age on the frequency of displacement in the two countries. In
Canada, displacement becomes much less common as aworker ages, while in Japan the opposite occurs.
Importantly, this phenomenon involves more than mandatory, early retirement: it is clearly evident for
simple layoffsaswell. The Japanese and Canadian labor markets would thus appear to function very
differently over aworker’slifetime: Canadian workers enter the market with low job and wage security,
but over time accumulate greater security, in part due to a practice of layoffs by inverse seniority. In
Japan, young workers, especially men, experience alevel of job security that may be unparalleled
worldwide. But this security erodes asthey age. While each of these two systems may have its merits,
one might imagine that the Japanese system (loosely one of layoffs by seniority rather than inverse
seniority) might actually be better at allowing organizations to continue renewing their workforce during
downturnsin demand. The organizational, productivity and other consequences of seniority-based,
versus inverse-seniority based, layoff rules seem to strongly invite further comparative research.

Turning now to the consegquences of displacement, another very striking finding of this chapter is
the much longer unemployment durations of Canadian versus Japanese displaced workers. To some
extent this should not be surprising because, at the time of our data, Canada s national unemployment rate
was more than double Japan’s. Still, national unemployment rates are, to some extent at least,
endogenous outcomes of ingtitutional differences, and understanding these effectsis particularly
important from a policy perspective. Do long “effective’ notice periods, resulting from the significant
procedura requirements for layoffsin Japan, help explain the short unemployment durations there? (To
answer this question it would be useful to have survey information on workers advance knowledge of a
displacement in Japan). What is the effect of the significant share of involuntary Japanese separations
that are due to expiry of fixed-term contracts on mean unemployment durations there? Are the long
unemployment spellsin Canada related to our temporary layoff system, with its relative absence of a
“short, sharp, and irrevocable”’ break from the previous employer?

Emerging issues in the analysis of the wage consequences of displacement are several. One such
issue concerns the experiences of shukko workers. On the surface, shukko appearsto be an attractive
alternative to “ standard” layoffs when afirm needs to reduce its workforce, because no unemployment
is experienced, and much less wage uncertainty is involved: our data clearly show that wage changes are
much more muted for shukko than other displaced workers. But isthe latter really the case? The survey
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used here only captures workers within ayear of the separation while most shukko workers are likely
still on the original firm’s payroll. 1n addition, some of these workers might still be benefitting from a
long list of government wage subsidies available to workers leaving declining industries, described in
detail in this chapter. Longer-term studies of shukko workers would seem to be very important, and
might show much less benign wage effects of this practice.

Looking at wage changes among displaced workers not on shukko, our most striking finding
concerns the much larger variance in wage changes experienced by Canadian displaced workers.
Further study of thisissue first needs to corroborate this very strong finding (which is based on reported
percentage wage changes in Japan) with data based on reported levels of pre- and postdisplacement
wages. Assuming it is genuine (which given its magnitude seems highly likely), further research needs to
ask what explainsit. Isit smply aresult of amore compressed overall wage distribution in Japan than
in Canada, and if so, which institutional features of the labor market explain this? Unionization and
minimum wages are not that different in the two countries; perhaps greater Japanese uniformity in
educational standards playsarole. Another contributing factor might be a greater role of
postdisplacement “job shopping” in accounting for wage recovery from displacement in Canada:
Canadian workers might be more willing, or able, to accept |low-wage stopgap jobs after displacement
than Japanese workers, so the short-term variation in wage changes overstates the long-term effectsin
Canada

Relatedly, the current chapter suggests that a more-detailed study of the role of voluntary |abor
mobility in career wage growth may reveal some fascinating differencesin how Japanese and North-
American labor markets work. Clearly, Canadian workers, especially when they are young, can achieve
very substantial wage increases by switching firms. Thisis very much harder to do in Japan, but most
studies also indicate that the wage returns to staying with the same employer (i.e. the tenure-wage effect)
are much higher in Japan than, say, the US* Thus, wages may grow at a similar rate with age in the two
types of economies, but viavery different processes. Relatedly, wage inequality within a cohort of
workers may increase much more with age in Canada or the US than in Japan, given the more varied
consequences of turnover for wagesin the two systems.

Two other issues emerge from aregression analysis of wage changes. For one, firm-size wage
effects, as estimated from displaced-worker data, are (perhaps surprisingly) much larger in Canada than
Japan.® Thisfinding corroborates Hartog and Teulings (1999) claim that “noncompetitive” wage
differentials are actually larger in less-corporatist economies, suggesting that |abor allocation may not be
less efficient in those economies at all. Our findings here however do not include annual bonuses, which
are alarge component of total compensation in Japan. It would be interesting to see whether the finding
also holds when bonuses are included, and to extend our displacement-based estimates of firm-wage
effects to other countries with different wage-setting institutions.  The other aspect of wage changes that
might warrant further exploration is the strong, and positive effect of education on displacement-induced
wage losses in Japan, but not in Canada. |sthere any reason why educational credentials should be less

%" See for example Hashimoto and Raisian (1985, 1992), and Clark and Ogawa (1992). One limitation of these
studies, however, isthat they are all based on cross-section data. The limitations of using such datato estimate tenure-
wage profiles are well known (see for example Topel 1991); thusit would be of great interest in future work to use
Japanese panel datato estimate tenure effects, using similar techiquesto Topel’s.

“8 Existing estimates of Japanese firm-size wage premia (e.g. Tachibanaki 1996) tend to be based on cross-
section data only, and will therefore be contaminated by unobserved worker quality differences between firms.
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portable across firms in Japan than elsewhere?

While many strides have been made with the coming-of-age of panel data sets outside the US, an
important remaining obstacle to further research on displaced workers outside North Americaremains
gapsindata. Asour investigation in this chapter clearly shows, our understanding of displacement in
Japan would be much improved if the following information were available in microdata on separating
workers. job tenure, union coverage, and afiner disaggregation of workers by separation reason. Job
tenure and union coverage have been shown to have very large effects on wage changes experienced by
displaced workers in Canada and elsewhere, and it would reveal much about the structure of the
Japanese labor market to see if these same effects were present in Japan. Current Japanese microdata do
not allow usto distinguish separations due to “management convenience” (the closest analog to a pure
“layoff” in North America) from mandatory retirements and expirations of fixed-term contracts. An
analysis of just the first group might yield less benign consequences of displacement than we currently
find for Japan.

In sum, this chapter shows that much can be learned, and that much remains to be learned, about
the functioning of different national labor markets by comparing the experiences of displaced workers
across countries. We can only hope that this chapter, and this volume, will stimulate more and more of
this work.
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Appendix:

Japanese Industries eligible for Employment Maintenance and Adjustment
Subsidies

1. Special employment adjustment industries

As of January 29, 1998, there were 72 “ special employment adjustment industries’ in Japan. Together
these industries included 86,954 establishments and employed 723,022 workers. They are listed
below.

As an example of how such industries become designated, consider the most recent. On January 29",
1998, the Ministry of Labor designated part of industry 2969, in particular the manufacturing of stone
cutting machines, as a special employment adjustment industry. The stated reason was adeclinein
output because of increased imports of cheap tomb stones and other stone products from China and
South Korea; the period of designation (which can be extended) was February 1, 1998 to January 31,
2,000. Thisindustry has 12 establishments and 187 workers.

Industry # | Industry Effective period
1. 2969(part) stone cutting machines 1996.2.1~2000.1.31
2. 1465(part) coloring process of Yuzen silk cloth 1998.2.1~2000.1.31*
3. 1226 (part) manufacturing frozen seafood (herring, salmon, 1996.7.1~1999.6.30*
cod, ...)
4, 1229 (part) pre-processing of herrings 1996.7.1~1999.6.30*
5. 1362, 1363 manufacturing fish powder 1998.7.1~1999.6.30*
6. 1423 wool textile manufacturing 1996.7.1~1999.6.30* e
7. 1425 (part) flax textiles (excl.jute) 1995.8.1~1999.7.31*
8. 143 throwing (silk) manufacturing 1996.4.1~1999.3.31
9. 1441 cotton, synthetic textiles 1996.9.1~1999.8.31*
10. | 1442 (part) sk textiles 1996.9.1~1999.8.31*
11. | 146 (part) textile coloring process(excl. manual coloring, lace | 1996.8.1~1999.7.31*
coloring and textile piecemeal coloring processes)
12. | 1465 (part) manual textile coloring (excl. coloring of Y uzen, 1996.7.1~1999.6.30*
scarfs and handkerchiefs)
13. | 1472,1479 fish net and other net production (incl.repair) 1996.9.1~1999.8.31
14. | 1481 embroidery lace manufacturing 1997.11.1~1998.10.31
15. | 1484 cloth string manufacturing 1996.4.1~1998.3.31
16. | 1485 thin width textile products 1996.4.1~1998.3.31
17. | 1491 hair processing 1996.4.1~1998.3.31
18. | 151 production of overcoats and shirts (excl.traditional | 1996.4.1~1998.3.31
Japanese types)
19. | 152 knit jackets and shirts 1997.7.1~1999.6.30
20. | 1541, leather clothing and products manufacturing and 1995.7.1~1999.6.30*
4921 (part) wholesale
4922(part)
4929(part)
21. | 1564 socks manufacturing 1995.7.1~1999.6.30*
22. | 1595 towel manufacturing 1997.1.1~1998.12.31
23. | 1622(part) wood sheets manufacturing (exc. Bamboo plated 1995.9.1~1999.8.31
and decorative sheets)
24. | 1633 wooden box manufacturing (exc. Lunch boxes) 1995.7.1~1999.6.30




25. | 1811 chemical pulp production 1997.10.1~1999.9.30
26. | 1852 paper bags with square bottoms 1996.12.1~1998.11.30
27. | 1899(part) cloth paper pipes 1995.7.1~1999.6.30*
28. | 2297(part) flat yarn 1995.7.1~1999.6.30*
29. | 2312 bicycletires and tire tubes 1995.7.1~1999.6.30*
30. | 232 rubber and plastic sandals 1995.7.1~1999.6.30*
31. | 2391 cloth with rubber back and products 1995.11.1~1999.10.31*
32. | 2393 rubber material 1996.9.1~1998.8.31
33. | 2395 recycled rubber manufacturing 1995.8.1~1999.7.31
extended
34. | 241 tanned |eather production 1995.7.1~1999.6.30*
35. | 244 leather shoes and sandals 1995.7.1~1999.6.30*
36. | 2461 bags and briefcases 1995.7.1~1999.6.30*
2472(part)
37. | 248 fur manufacturing 1995.7.1~1999.6.30*
38. | 2514 glassware 1997.1.1~1998.12.31
39. | 2523(part) stedl framed concrete pipes 1996.4.1~1998.3.31
40. | 2529(part) cement shesets 1995.7.1~1999.6.30*
41. | 2542 kitchen pottery products 1995.12.1~1999.11.30*
2547 (part)
42. | 2543 pottery decorative products 1995.12.1~1999.11.30*
2547(part)
43. | 2551 fireresistant bricks 1995.10.1~1999.9.30*
44, | 2583(part) stone products for buildings 1996.4.1~1998.3.31
45, | 2584(part) insulation plats (excl.wall material) 1995.8.1~1999.7.31*
46. | 2595 asbestos products 1995.8.1~1999.7.31*
47. | 2645 iron processing 1995.10.1~1999.9.30*
48. | 2662 die production 1995.7.1~1999.6.30*
49. | 2811(part) production of cans 1995.7.1~1999.6.30*
50. | 2821 western kitchen silverware 1995.7.1~1999.6.30*
51. | 2824 tools (excl.grinding metals) 1996.6.1~1998.5.31
52. | 2831 (part) steel connecting pipes (excl. die pipes) 1995.7.1~1999.6.30*
53. | 2842(part) metal window frames and doors 1996.5.1~1998.4.30
54. | 2851(part) aluminum, aluminum kitchenware 1996.6.1~1998.5.31
55. | 2892 metal spring 1996.5.1~1998.4.30
56. | 295(part) textile mills production (excl.sewing machines) 1996.9.1~1998.8.31
57. | 2981 (part) typewriter production 1996.4.1~1998.3.31
58. | 3012 transformer production (excl.those for electronic 1995.11.1~1999.10.31
equipment)
59. | 313 bicycles, parts 1995.11.1~1999.10.31*
60. | 3251(part) binoculars, parts 1995.12.1~1999.11.30*
3254(part)
61. | 3253 motion picture machinery, parts 1996.4.1~1998.3.31
3254(part)
62. | 332 gun production 1996.10.1~1998.9.30
63. | 3432(part) cloth dolls production 1995.8.1~1999.7.31*
64. | 3434(part) baseball gloves, mitts 1995.7.1~1999.6.30*
65. | 3434(part) ski equipment 1995.12.1~1999.11.30*
66. | 3434(part) air guns, hunting rifles 1996.6.1~1998.5.31
67. | 3453 button production 1996.10.1~1998.9.30
68. | 3454(part) needle production 1995.12.1~1999.11.30*
69. | 3475(part) umbrellas, parts 1995.7.1~1999.6.30*
70. | 3476 Matches 1997.7.1~1999.6.30
71. | 3911(part) railway (freight only) 1997.3.1~1999.2.28
72. | 459(part) volume measurement industry 1996.6.1~1998.5.31

*The effective periods for these industries have been extended.




2. Employment adjustment subsidy industries

The following isthe list of Employment Adjustment Subsidy industries as of January 29, 1998.

Industry# Industry (Effective Region) Effective period
1. 1299(part) kaiware daikon salad |eaf sprouts (all) 1996.10.18~1998.9.30*
2. 1465(part) scarf and handkerchief coloring (all) 1996.11.1~1998.10.31*
3. 1532,1534 knit underwear and pajamas (all) 1997.12.1~1998.11.30
4, 1611 genera lumber mills (al) 1997.10.1~1998.9.30
5. 1622(part) wood sheets (all) 1997.11.1~1998.10.31
6. 1711 wood furniture (excl.lacquer painted) (all) 1998.2.1~1999.1.31
7. 2242(part) synthetic foam (K omatsu,etc.) 1997.4.1~1998.3.31
8. 2513(part) glasslight bulbs (all) 1997.4.1~1998.3.31
9. 2523(part) concrete pile 1998.2.1~1999.1.31
10. | 2544 electrical pottery insulation material (all) 1996.10.1~1998.9.30*
11. | 2546 pottery tiles (al) 1997.7.1~1998.6.30
12. | 2549(part) pottery plant pots (all) 1998.2.1~1999.1.31
13. | 2644 steel pipes (al) 1997.7.1~1998.6.30
14. | 2663 die production 1997.11.1~1998.10.31
15. | 2864 electric gilding (al) 1996.6.1~1998.5.31*
16. | 4232(part) river cruising operator 1996.10.1~1998.9.30*
17. | 452(part) port transportation 1997.7.1~1998.6.30
459(part)

*The effective periods for these industries were extended.

Update: as of June 1, 1998, 51 industries with 511,921 establishments have been certified to be Employment Adjustment

Subsidy industries. They employ 846,957 employees.




Table 1: Notice Requirements for termination of employment, various jurisdictions in

Canada, 1997

Individual Terminations

Mass Terminations

Jurisdiction Length of Employer Number of Notice
Service notice employees (wks.)
(wks.)
Federal 3 months + 2 50 + 16
Alberta 3mos - 2 yrs 1 No special provision
2yrs-4yrs 2
4yrs-6yrs 4
6 yrs - 8 yrs 5
8 yrs - 10 yrs 6
10 yrs + 8
British 3mos-1yr 1 50 - 100 8
Columbia lyr-3yrs 2 101 - 300 12
3yrs 3 300 + 16
1 addit. wk for 8
each addit. yr of
employ.- max 8
wkKs.
Manitoba 1 month + 1 pay period 50 - 100 10
101 - 300 14
300+ 18
New Brunswick 6 mos - 5 yrs 2 10 or more, if 6
5yrs + 4 they represent
25% of the
employer's
workforce
Newfoundland 1mo-2yrs 1 50 - 199 8
2yrs + 2 200 - 499 12
500 + 16
Nova Scotia 3mos - 2 yrs 1 10-99 8
2yrs-5yrs 2 100 - 299 12
5yrs-10yrs 4 300 + 16
10 yrs + 8
Ontario 3mos-1yr 1 50 - 199 8
1yr-3yrs 2 200 - 499 12
3yrs-4yrs 3 500 + 16
4yrs-5yrs 4
5yrs-6yrs 5
6 yrs-7yrs 6
7yrs-8yrs 7
8 yrs + 8




Table 1 continued

Individual Mass

Jurisdiction Length of Employer Number of Notice
service notice employees (wks.)

(wks.)

Prince Edward 6 mos - 5 yrs 2 no special provision

Island 5yrs + 4

Quebec 3mos-1yr 1 10-99 2 mos
lyr-5yrs 2 100 - 299 3 mos
5yrs-10yrs 4 300 + 4 mos
10 yrs + 8

Saskatchewan 3mos-1yr 1 10- 49 4
lyr-3yrs 2 50-99 8
3yrs-5yrs 4 100 + 12
5yrs-10yrs 6
10 yrs + 8

Northwest 90 days - 3 yrs 2 25-49 4

Territories 1 addit. wk. for 8 50 - 99 8
each addit. yr. of 100 - 299 12
employment - 300 + 16
max 8 weeks

Yukon 6 mos -1 yr 1 25-49 4
lyr-3yrs 2 50-99 8
3 yrs-4yrs 3 100 - 299 12
4yrs-5yrs 4 300 + 16
5yrs-6yrs 5
6 yrs-7yrs 6
7yrs-8yrs 7
8 yrs + 8

Source: Labor Canada, Employment Standards Legislation in Canada; latest figures are available at:
http://labor-travail .hrdc-drhc.gc.ca/policy/leg/e/



Table 2 - Worker-Reported Advance Notice, and Advance Knowledge of Permanent
Layoff, among Workers Experiencing Permanent Layoffs: Canada

Knew woul d end Formal Notice
Duration

of Notice Men Worren Men Worren

(\eeks) (9 (9 (9 (9
<1 37.90 43. 97 32.83 29. 20
1 23. 41 26.18 27. 36 26.76
2 18. 26 12. 28 20. 57 19. 22
3 7.17 4,71 9.81 11.19
4 2.68 1.61 3.40 3.89
5-8 5.87 5.17 3.78 5. 85
9-12 2.38 1. 48 1.33 1.21
13-16 0. 80 2.04 0. 00 1.22
17+ 1.50 2.49 0.95 1. 46

Percent Receiving Notice

63. 36 60. 47 35.52 44,01
Sour ce: Aut hors’ cal cul ations fromthe 1995 Canadi an Qut of Enpl oynent Pane
survey.
Not es: The durations presented are conditional on having received notice, or

havi ng expected the layoff. The sanple for this table is workers who
were | abel ed as a |ayoff by either thenselves or the firmand did not
experience a recall in the survey w ndow.



Table 3: Employment Insurance Entitlementsin Japan

(&) El payments— Replacement Ratios

Daily wage on last job

Payment ratio

Age<60

3,190-4,240

80%

4,240-10,250

80-60%

10,250-17,770

60%

60 <= Age <65

3,190-4,240

80%

4,240-10,250

80-60%

10,250-13,250

60-50%

13,250-19,390

50%

(b) Maximum EI Entitlements - Duration (days)

Full Time Part Time
Years 1-5 |510 [10-20({20+ |1-5 |5-10 |10-20|20+
insured

Regular El program
Age
Under30 |90 90 180 | ------- 90 90 180 | -------
30-45 90 180 |210 |210 |90 180 |180 |210
45-60 180 |210 |[240 |300 |90 180 |180 |210
60-65 240 |300 [300 |300 [210 |210 |210 |210

Special Provisions for disabled & other hard to employ workers

Under45 (240 [240 |240 |240 |180 (180 (180 |180
(30 for
Part Time)
45-65 300 |300 [300 |300 [210 |210 |210 |210




Table 4: Minimum wages as a per centage of prevailing wages, selected countries.

Country Minimum Wage (percent | Definition, year
of mean wage)

Japan 36 Weighted regional minimum wage (4868 yen per day)
over mean contract wage for establishments with at least
10 employees, 1995

Canada 38 Weighted jurisdictional averages over mean
manufacturing wage, 1994

USA 38 Federal minimum over mean industrial wage (excl.
agriculture and forestry, (1994).

Germany 55 2,214 DM per day over mean manufacturing wage, 1993

France 84 36.98 FF per hour over mean industrial wage (excl.

agriculture and forestry), 1995

Source: Ministry of Labor, Japan (1997b).




TABLE 5: ANNUAL SEPARATION RATES, 1995

Canada Japan
All Permanent (Al
separations separations Separations)
1) 2 3
Men
15 19 18.0 11.4 28.5
20 24 75.5 44.3 18.7
25 29 47.0 23.8 12.4
30_34 36.5 16.6 8.8
35 39 325 13.5 7.1
40_44 28.0 11.0 7.4
45 49 25.3 9.5 5.9
50_54 26.2 9.5 7
55 59 30.3 11.2 10.7
60p 29.0 12.4 31.7
All ages 35.9 16.8 11.9
Women
15 19 16.6 11.1 20.7
20 24 66.9 42.3 24.9
25 29 45.0 21.9 26.4
30 _34 35.6 14.5 19.4
35_39 30.7 12.0 15.2
40 44 25.3 9.0 12.6
45 49 24.8 8.5 10.9
50_54 24.1 8.1 11.9
55 59 27.6 9.6 13.7
60p 28.8 12.9 25
All ages 34.1 15.7 18.3
Both
Sexes:
15 19 17.3 11.3 24.7
20 24 71.4 43.3 21.7
25 29 46.1 23.0 17.7
30 _34 36.1 15.6 12
35_39 31.7 12.8 9.8
40_44 26.7 10.1 9.4
45 49 25.1 9.0 7.9
50_54 25.3 8.9 8.8
55 59 29.2 10.5 11.8
60p 28.9 12.6 29.5
Total 35.1 16.3 14.3

Notes. -In both countries, the separation rate is defined by the number of job separations during the year divided by the
number of regularly employed workers on June 30.

Sources. For Japan, Ministry of Labor (1996) for 1995. Calculated from Ministry of Labor (1989) for 1988. For Canada,
the numerator comes from special tabulations from Statistics Canada, based on ROE files from Human Resources
Development Canada. The denominator isfrom the June Labour Force Survey of the year in question



Table 6. Reasonsfor Job Separations. Japan 1995 (%)

Contract Manage- Mand. Firing Death Total Marriage  Child- Nursing Total
finished ment Retire- or Invol.un- birth care Voluntary:
Conv- ment Injury tary : (7)-(9) plus
enience’ 1) -(5) other vol.

1) 2 ©) @ 6 (© (7) ® O (10)
Men 11.6 11.3 7.8 65 32 404 0.2 0 0.1 59.6
Women 8.6 6.0 3.0 35 16 22.7 8.7 5.5 10 774
Both 10.1 8.7 5.5 50 24 317 43 26 05 68.2
SExes
Age
-19 11.7 10 0 87 09 223 10 03 00 777
20-24 4.8 3.3 0 58 08 147 80 23 02 85.3
25-29 4.6 5.1 0 49 05 151 125 85 04 84.9
30-34 5.2 6.3 0 61 08 184 48 6.0 03 815
35-39 6.3 111 0 75 10 259 11 30 04 74.0
40-44 9.8 14.0 0 45 25 308 02 02 13 69.5
45-49 12.0 17.0 0.1 53 41 38.5 0.1 0.2 17 61.5
50-54 115 15.6 04 42 69 386 01 00 05 61.3
55-59 18.6 19.7 102 49 56 59 0.0 00 05 40.9
60+ 23.6 8.8 34.2 14 48 728 00 0.8 27.1

Source: Ministry of Labor (1996).

#Management convenience in this table includes shukko assignments.



Table 7 —Firm- and Worker-Reported Reasons for Separation: Canada

Fi rm Reported Sel f Reported Reason for Separation
Reason for
Separ ati on Quit Disnissed Laid Of I'l'l ness O her Tot a
MEN
Vol untary 818 37 332 61 116 1364
Departure 59. 97 2.71 24. 34 4.47 8. 50 100. 00
67. 38 8. 49 4.73 17.13 17.01 14. 06
Di sm ssal 130 94 1130 27 182 1563
8.32 6.01 72.30 1.73 11. 64 100. 00
10. 71 21.56 16. 11 7.58 26. 69 16. 11
Short age 155 136 5331 38 342 6002
of Weér 2.58 2.27 88. 82 0. 63 5.70 100. 00
12. 77 31.19 75.98 10. 67 50. 15 61. 85
Injury or 10 2 53 214 13 292
111 ness 3.42 0. 68 18. 15 73.29 4. 45 100. 00
0. 82 0. 46 0.76 60. 11 1.91 3.01
O her 87 167 158 16 25 453
19.21 36. 87 34. 88 3.53 5.52 100. 00
7.17 38. 30 2.25 4.49 3. 67 4.67
Return to 14 0 12 0 4 30
School 46. 67 0.00 40. 00 0.00 13. 33 100. 00
1.15 0.00 0.17 0.00 0.59 0.31
Tot al 1214 436 7016 356 682 9704
12.51 4.49 72.30 3. 67 7.03 100. 00
100. 00 100. 00 100. 00 100. 00 100. 00 100. 00
WOVEN
Vol unt ary 927 28 195 94 124 1368
Departure 67.76 2.05 14. 25 6. 87 9. 06 100. 00
74.16 8. 89 3.82 17. 31 19.11 17. 40
Di sm ssal 173 72 1506 41 219 2011
8. 60 3.58 74.89 2.04 10. 89 100. 00
13. 84 22.86 29.49 7.55 33.74 25.58
Shor t age 88 106 3247 23 277 3741
of Work 2.35 2.83 86. 79 0.61 7.40 100. 00
7.04 33.65 63. 59 4.24 42. 68 47.58
Injury or 13 3 41 381 16 454
Il ness 2.86 0. 66 9.03 83.92 3.52 100. 00
1.04 0.95 0. 80 70. 17 2.47 5.77
O her 45 106 111 4 12 278
16.19 38.13 39.93 1.44 4. 32 100. 00
3.60 33.65 2.17 0.74 1.85 3.54
Return to 4 0 6 0 1 11
School 36. 36 0.00 54. 55 0.00 9. 09 100. 00
0.32 0.00 0.12 0.00 0.15 0.14
Tot al 1250 315 5106 543 649 7863
15. 90 4.01 64. 94 6.91 8.25 100. 00
100. 00 100. 00 100. 00 100. 00 100. 00 100. 00

Not es: The table presents counts, row and col utmm percentages in each cell

Source: Authors’ calculations fromthe CCEP survey.



Table 8: Estimated Annual Displacement Rates, Canada and Japan, 1995 (various definitions)

Canada Japan
Permanent “Management MC + “contract MC + CF + mandatory
layoffs Convenience” (MC) finished” (CF) retirement
) ) ®3) (4)
Men
15 19 2.4 0.4
20 24 12.3 0.8
25 29 7.9 0.9
30_34 6.3 0.8
35_39 5.7 1
40 44 5.0 1.6
45 49 4.5 1.3
50 54 4.5 15
55 59 5.1 2.3
60p 4.7 2.8
All ages 6.1 1.3 2.7 3.7
Women
15 19 1.6 0.1
20 24 7.2 0.6
25 29 4.6 0.8
30_34 3.3 0.6
35 39 3.1 1.3
40_44 2.5 0.9
45 49 2.4 1.4
50_54 2.3 1.1
55 59 2.5 2.3
60p 2.8 2.1
All ages 3.4 1.1 2.7 3.2
Both
Sexes:
15 19 2.0 0.2 3.1 3.1
20 24 9.8 0.7 1.8 1.8
25 29 6.4 0.9 1.7 1.7
30_34 4.9 0.7 1.4 1.4
35 39 4.5 1.1 1.7 1.7
40_44 3.8 1.3 2.2 2.2
45 49 3.6 1.3 2.3 2.3
50 54 3.6 1.4 2.4 2.4
55 59 4.1 2.3 4.5 5.7
60p 4.0 2.6 9.6 19.6
Total 4.9 1.2 2.7 3.5

Notes. -In both countries, the displacement is defined by the number of job separations during the year for specified
reasons, divided by the number of regularly employed workers on June 30. In Canadawe restrict attention to permanent
separations only. In Japan, “management convenience” includesshukko assignments.  We do not have accessto
separation shares for “contract finished” and “mandatory retirement” in Japan that are broken down by both age and sex.
Sources. For Japan, Ministry of Labor (1996) for 1995. For Canada, the numerator comes from special tabulations from
Statistics Canada, based on ROE files from Human Resources Devel opment Canada. The denominator is from the June
Labour Force Survey of the year in question



Table9 - Firm and Worker Recall Expectations: Canada

Wor kers' Recal | Expectation

MEN WOMEN

Firms No Yes Unsure Tot al No Yes Unsure Tot al

Recal |

Expectation

No 1465 1201 683 3349 1310 933 600 2843
43.74 35. 86 20. 39 -- 46.08 32.82 21.10 --
59. 87 33.52 44. 61 44,3 70.35 35.77 53.10 50.1

Yes 982 2382 848 4212 552 1675 530 2757
23.31 56. 55 20.13 -- 20.02 60.75 19. 22 --
40. 13 66. 48 55. 39 55.7 29.65 64.23 46.90 49.2

Tot al 2447 3583 1531 7561 1862 2608 1130 5600

32.3 47.4 20.3 33.3 46.5 20.2
Not e: Each cell contains the observation count, row percentage, and col um percentage.

Source: Authors’ calculations fromthe COEP survey.

Table 10 - Recall Expectations ver sus Realizations: Canada

bserved Wor kers' Expectations Firns' Expectations
Ret ur ns No Yes Unsure Tot al No Yes Tota
Men
No 1281 919 403 2603 1292 1311 2603
49. 21 35.31 15.48 100. 00 49.64 50.36 100.00
85.51 38.31 59. 26 56. 87 67.50 49.23 56.87
Yes 217 1480 277 1974 622 1352 1974
10. 99 74.97 14.03 100.00 31.51 68.49 100.00
14. 49 61.69 40.74  43.13 32.50 50.77 43.13
Tot al 1498 2399 680 4577 1914 2663 4577
32.73 52.41 14.86 100. 00 41.82 58.18 100.00
100. 00 100.00 100.00 100.00 100. 00 100.00 100.00
Wonen
No 810 510 262 1582 975 607 1582
51. 20 32.24 16.56 100. 00 61.63 38.37 100.00
84.64  30.18 55.74  50.75 65.13 37.47 50.75
Yes 147 1180 208 1535 522 1013 1535
9.58 76. 87 13.55 100.00 34.01 65.99 100.00
15. 36 69.82 44.26  49.25 34.87 62.53 49.25
Tot al 957 1690 470 3117 1497 1620 3117
30.70 54. 22 15.08 100.00 48.03 51.97 100.00
100. 00 100.00 100.00 100.00 100. 00 100.00 100.00
Not es: Each cell contains the observation count, row percentage, and colum

percentage. The sanple is those who are observed to be reenployed. The return to the
predi spl acenent enployer is not constrained to be the first job obtained by the worker
followi ng the separation. Source: Authors’ calculations fromthe COEP survey.



TABLE 11: KAPLAN-MEIER CUMULATIVE RE-EMPLOYMENT RATES FOR
DISPLACED WORKERS, JAPAN AND CANADA

Duration in Japan Canada (A) Canada (B)
months
Men Women Men Women Men Women
(1) (2 ©) (4) ©) (6)
0-1 314 313 164 115 A71 124
1.0-2 576 526 .269 .196 .283 215
2.0-3 .633 .619 .364 .264 .386 290
3.0-4 .701 .696 425 .308 449 .339
4.0-5 732 721 469 351 495 .388
5.0-6 767 747 515 402 543 443
6.0-7 .795 776 .546 440 577 482
7.0-8 .805 .802 577 473 .613 518
8.0-9 .828 844 .621 519 .660 .568
9.0-10 .834 .867 .654 .550 .697 .601
10.0-11 .859 .892 .682 572 .728 .624
12 701 .590 .748 .640
Median 17 19 5.7 8.6 51 75
(interpolated)
Sample size 778 634 3756 2682 3271 2243
Total 243 192 1208 1138 932 858
Censored
Percent
Censored 312 30.3 32.1 42.4 28.4 38.2

Note: All Columns present one minus the Kaplan-Meier survivor function for jobless durations.
Medians are interpolated assuming a uniform distribution of durations within the cell containing the
median. Canada A drops individuals who were out of the labor force at all dates they were interviewed
after the separation. Canada B drops individuals who were out of the labor force at any date they were
interviewed.

Sources:

Japanese numbers calculated from a Specia Supplement (1996, 1997) to the Japanese Labour Force
Survey. Our sample includes separations due to the following reasons: layoffs, bankruptcy, declined
business and other company convenience reasons, where the latter include mandatory retirements and
expiration of fixed-term contracts. The vast majority of workers starting a shukko assignment would
not be considered to be undergoing a termination of employment and would thus not be included in this
sample. A small number of “one-way” shukko workers might however be so classified, and would thus
appear in our data.

Canadian numbers are calculated from the 1993 and 1995 Canadian Out-of-Employment Panel
Surveys. The Canadian sample refers to “ permanent layoffs’: workers separating due to “ shortage of
work” who do not return to the preseparation employer.



TABLE 12. COX PROPORTIONAL HAZARD COEFFICIENTSfor Displaced Workers
Jobless Dur ations; JAPAN

Men Women

Coefficient standard error Coefficient standard error
AGE -0.0080 0.0197 -0.0389 0.0269
AGE squared -0.0001 0.0002 0.0003 0.0003
Junior High 0.0797 0.0928 -0.0190 0.1093
Junior College 0.0567 0.1461 -0.1209 0.1128
University -0.0912 0.1051 0.0483 0.2072
Single 0.0006 0.0010 -0.0697 0.1006
Small Firm -0.0325 0.0972 0.0506 0.1138
Large Firm 0.0905 0.1454 -0.2194 0.1596
Part Time 0.1624 * 0.0986 0.3083*** 0.0885
IND4 -1.6202 1.0117 -0.1859 1.0080
IND5 0.2094* 0.1213 -0.1811 0.2132
IND7 -1.1779 1.0098 -0.1264 1.0142
IND8 0.3072 0.1569 0.2231 0.2777
IND9 -0.0296 0.1133 -0.0046 0.1233
IND10 0.1567 0.3136 0.5257* 0.2979
IND11 -0.0221 0.3694 0.1041 0.4241
IND12 -0.1211 0.1230 -0.0945 0.1304
IND13 0.6815 0.5948 -0.3231 0.3162
IND14 -0.4828*** 0.1194 -0.4598%*** 0.1337
YUKO (a) -0.1503 0.1152 0.0400 0.1393
NOBS 778 634
N. of Exiting 535 442
N. of Censored 243 192
Log Likelihood -4514.792 -3541.226
Chi-squared 69.72927*** 64.35557%**

Source: calculated from a Special Supplement (1996, 1997) to the Japanese Labour Force Survey. Our
sampl e includes separations due to the following reasons: layoffs, bankruptcy, declined business and
other company convenience reasons.

**% ** and * indicate, respectively, significance levels 1%, 5% and 10%

a YUKO isa published macroeconomic variable given the ratio of vacancies to job seekers by age-sex
group.

Industries are: 4-mining; 5-construction; 6-manufacturing; 7-electricity, gas, water service; 8-
transportation; 9-wholesale and retail trade; 10-finance; 11- real estate; 12- service; 13- government
service; 14- “other”.



TABLE 13. COX PROPORTIONAL HAZARD COEFFICIENTSfor Displaced Workers
Jobless Durations: CANADA

Men Wonren
(1) (2) (3) (4) (5) (6)
pre- 0. 202*** 0. 165*** 0.014 0. 009
uni on (0.051) (0.052) (0.083) (0.084)
age/ 10 0. 068 0.016 0. 080 0.180 0.174 0.161
(0. 135) (0. 136) (0. 136) (0.183) (0.183) (0.182)
age2/ 100 -0.036** -0. 031* -0. 042** - 0. 044* -0. 043* -0.047**
(0.017) (0.017) (0.017) (0.024) (0.024) (0.024)
single -0.170*** -0. 1556*** -0.177%** 0.109 0.110 0.111
(0. 055) (0. 056) (0. 055) (0.071) (0.071) (0.071)
vismn -0.280*** -0.282%** -0.261*** -0.247%** -0.246*** -0.207***
(0.061) (0.061) (0. 060) (0. 075) (0. 075) (0.074)
tenure -0. 025*** -0. 026*** -0. 033*** -0. 033***
(0. 005) (0. 005) (0. 009) (0. 009)
part-time 0.029 -0. 006 0. 033 -0.111 -0.114 -0. 095
pre. (0.101) (0. 103) (0.102) (0.070) (0.071) (0.071)
predi spl. 0. 009*** 0. 002
wage (0. 003) (0. 004)
Firm Size
20-99 0.271*** 0. 244*** 0. 290*** 0.298*** 0. 297*** 0. 284***
(0. 063) (0. 064) (0. 063) (0.084) (0. 084) (0. 085)
100-499 0.136 0. 093 0.174** 0.216** 0.212** 0.216**
(0.084) (0. 085) (0.082) (0.103) (0. 103) (0.101)
500 plus 0.160 0.108 0. 187 0. 421*** 0.416*** 0. 355***
(0. 120) (0.122) (0.118) (0. 129) (0.129) (0. 125)
Educati on
El em -0. 097 -0. 092 -0. 090 -0.189 -0.186 -0.195
(0.119) (0.119) (0.118) (0. 194) (0. 194) (0. 194)
Sore -0. 080 -0. 080 -0. 080 -0.235** -0.235** -0. 257***
Hi gh sch (0.062) (0.062) (0.061) (0.094) (0.094) (0.094)
Sore 0. 013 0. 002 0.011 0. 162* 0.161* 0.176*
pst-sec (0.072) (0.072) (0.072) (0.091) (0.091) (0. 090)
Col l ege  0.068 0. 052 0. 043 0. 245%** 0. 243*** 0. 252***
(0.077) (0.077) (0.077) (0.083) (0. 084) (0. 084)
Uni v. -0. 066 -0. 090 -0.091 0. 205** 0.201** 0. 246***
(0. 086) (0. 086) (0. 085) (0. 089) (0. 089) (0. 088)
Tr ades 0. 092 0. 081 0.172* -0. 130 -0.131 -0. 156
(0. 095) (0. 095) (0.093) (0.172) (0.172) (0. 169)
Pseudo R2 0.011 0.012 0. 009 0.013 0.013 0.01
# obs : 2988 2988 2988 2191 2191 2191
Not es: Standard errors in Barentheses with p<.10 =* p <0.05=** p <0.01 =***,
The dependent variable is the postdisplacement non-enployment duration. Sanple
i

used is the “Canada A" sanple described in Table 11. Firmsizes are only in the
1995 data, so these variables should be interpreted as firmsize interacted
with a dummy for the 1995 COEP. Sizes are 1-19 (omitted), 20-99, 100-499, and
500 and nore. Also included are 15 industry dunm es, and in regressions 1, 2, 4
and 5 only, 6 regional dummy vari abl es.



TABLE 14:

DISTRIBUTIONS OF WAGE CHANGESBY SEPARATION REASONS AND AGE: JAPAN (%)

(@ Men
Gain of over 10% - 30% 10% Loss 10% - 30% Loss of over Mean Sample
30% Gain 10% Gain Loss 30% (estimated)
All Separations
All ages 5.44 28.48 47.74 12.25 6.09 224 53175
-19 11.18 36.35 38.24 10.7 3.53 6.14 2066
20-24 8.59 34.78 41.18 11.68 3.78 491 9918
25-29 6.53 32.87 45.12 11.57 391 3.98 9336
30-34 5.14 31.16 47.05 12.84 3.81 3.15 7243
35-44 4.67 28.86 51.34 11.51 3.63 291 10112
45-54 3.13 23.29 58.16 10.19 5.23 134 7450
55-59 1.95 15.39 51.31 15.69 15.66 -4.16 3736
60-64 155 11.22 39.34 20.12 27.78 -9.20 2585
65+ 151 13.31 59.4 13.17 12.62 -3.31 729
Involuntary Separ ations, excluding shukko
All ages 2.82 17.62 44.35 18.75 16.46 -4.3 4683
-19 9.7 26.87 44.03 14.18 5.22 3.2 134
20-24 6.75 30.11 427 14.42 6.02 2.6 548
25-29 3.55 25.72 50.33 15.74 4.66 1.2 451
30-34 3.23 21.89 51.49 18.41 498 0.0 402
35-44 3.68 22.49 55.78 13.85 4.19 11 787
45-54 153 15.83 50.83 17.08 14.72 -4.1 720
55-59 0.91 8.85 36.33 25.39 28.52 -10.8 768
60-64 0.82 6.14 28.1 25.1 39.84 -14.6 733
65+ 0 11.43 42.86 17.14 28.57 -9.4 140
Shukko

All ages 0.71 5.58 87.79 4.25 167 -0.1 5464
-19 192 9.62 82.69 5.77 0 12 52
20-24 0.6 6.55 87.5 417 119 0.2 336
25-29 2.27 7.85 83.42 2.79 3.66 0.3 573
30-34 122 7.15 85.69 472 122 0.4 657
35-44 0.27 6.65 89.17 3.02 0.89 0.4 1459
45-54 0.45 3.85 90.9 419 0.61 -0.1 1792
55-59 0.55 2.58 85.64 6.45 479 -1.9 543
60-64 0 12.5 47.92 25 14.58 -6.2 418




(b) Women

Gain of over 10% - 30% 10% Loss 10% - 30% Loss of over Mean Sample
30% Gain 10% Gain Loss 30% (estimated)
All Separations
All Age 5.32 27.87 47.91 13.58 5.32 2.15 34886
-19 5.48 35.62 45.37 10.89 264 456 1589
20-24 452 27.55 46.73 16.21 498 156 9702
25-29 478 25.23 43.65 17.36 8.98 -0.08 5478
30-34 6.89 29.15 44.46 13.31 6.19 2.59 3005
35-44 7.52 30.63 47.2 10.77 3.88 4.07 7782
45-54 423 26.61 53.47 11.8 3.89 2.32 5035
55-59 2.87 24.05 58.72 9.19 5.17 154 1393
60-64 2.79 19.35 59.24 9.24 9.38 -0.46 682
65+ 2.27 16.36 65.45 7.27 8.64 -0.55 220
Involuntary Separ ations, excluding shukko
All ages 3 21.34 55.73 14.79 5.14 0.3 3131
-19 5.59 24.48 54.55 12.59 2.8 2.6 143
20-24 321 24.78 52.62 16.18 321 13 686
25-29 3.27 17.44 51.5 20.16 7.63 -1.7 367
30-34 3.27 22.86 55.1 10.2 8.57 0.3 2760
35-44 427 23.61 54.62 14.08 3.41 17 703
45-54 134 15.63 64.71 14.45 3.87 -0.6 595
55-59 17 24.68 54.89 13.19 5.53 0.6 235
60-64 0.79 17.46 51.59 11.9 18.25 -4.4 126
65+ 3.23 12.9 61.29 12.9 9.68 -1.9 31
Shukko
All ages 2.61 9.26 81 5.46 1.66 0.9 421
-19 0 0 90.91 9.09 0 -1.4 11
20-24 0 6.36 0 3.64 0 0.4 110
25-29 5 6.25 81.25 6.25 1.25 11 80
30-34 9.3 9.3 74.42 6.98 0 31 43
35-44 0 12.5 775 7.5 2.5 0.0 80
45-54 1.56 12.5 81.25 313 1.56 14 64
55-59 7.41 14.81 66.67 3.7 7.41 17 27
60-64 - - - - - - -
65+ - - - - - - -
Note: Estimated Mean assigns values 30%, 15%, 0, -15%, and —30% to each of the five wage change categories. Wage

changes refer to monthly wages which do not include bonuses.

convenience, contract termination, and shukko.

Involuntary separations consist of mandatory retirement, company




TABLE 15:
DISTRIBUTIONS OF WAGE CHANGESBY SEPARATION REASONS AND AGE: CANADA (%)

(&) Men
Gain of over 10% - 30% 10% Loss- 10% - 30% Loss of over Mean Mean Sample
30% Gain 10% Gain Loss 30% (estimated) (actual)
All Permanent Separations
al ages 19.46 15.86 34.50 16.47 13.70 1.6 5.9 3278
15-19 27.88 22.42 21.82 17.58 10.30 6.0 179 165
20-29 24.85 1751 28.95 16.65 12.04 4.0 9.0 1171
30-39 17.20 16.13 35.97 16.03 14.66 0.8 2.1 1023
40-49 15.21 12.94 38.51 17.64 15.70 -0.9 19 618
50-59 9.41 10.98 51.37 13.33 14.90 -20 -9.2 255
60+ 15.22 10.87 41.30 19.57 13.04 -0.7 6.0 46
Permanent Layoffs
all ages 17.03 14.66 36.99 16.82 14.50 0.4 -04 2455
15-19 18.07 25.30 21.69 22.89 12.05 2.2 33 83
20-29 22.52 16.09 31.02 16.60 13.77 2.5 3.6 777
30-39 16.00 14.41 38.34 16.73 14.53 0.1 -0.6 819
40-49 13.98 13.01 39.81 17.28 15.92 -1.2 -3.1 515
50-59 9.05 10.86 51.13 14.48 14.48 -2.2 -3.3 221
60+ 12.50 12.50 42.50 17.50 15.00 -15 -3.0 40
(b) Women
Gain of over 10% - 30% 10% Loss- 10% - 30% Loss of over Mean Mean Sample
30% Gan 10% Gain Loss 30% (estimated) (actud)
All Separations
al ages 19.13 16.32 30.00 18.97 15.58 0.7 2.8 2420
15-19 27.45 19.61 27.45 16.67 8.82 6.0 14.2 102
20-29 21.86 16.99 28.20 18.57 14.38 2.0 6.0 883
30-39 17.45 16.01 30.97 18.90 16.67 -0.2 -0.8 762
40-49 16.25 15.83 28.96 22.08 16.88 1.1 25 480
50-59 16.76 13.29 37.57 14.45 17.92 -05 0.5 173
60+ 10.00 20.00 45,00 15.00 10.00 0.8 -33 20
Permanent Layoffs

all ages 18.38 14.26 31.50 19.39 16.48 -0.2 -24 1578
15-19 26.83 12.20 34.15 14.63 12.20 4.0 4.7 41
20-29 20.91 15.38 29.59 18.54 15.58 1.1 -1.0 507
30-39 17.86 13.79 32.04 20.00 16.31 -05 -1.9 515
40-49 15.60 14.76 29.81 22.01 17.83 -1.8 -39 359
50-59 16.67 10.14 3841 15.94 18.84 -15 -54 138
60+ 11.11 22.22 4444 11.11 11.11 1.7 14 18

Note: Estimated Mean assigns values 30%, 15%, 0, -15%, and —30% to each of the five wage change categories. “Actua” meanisthe
percentage difference between mean pre- and postseparation wages in each age-sex category.




Table 16 - Mean Percent age Wage Changes by Tenure: Permanently Laid O f Wrkers,
Canada

Tenure
Al'l <T 1-3 3-5 5-10 >T10
NEN

% Change -1.34 | 2.61 -0.31 |-5.48 |-5.13 |-11.05
N 2497 1382 382 223 187 323
WOMVEN
0
% Change -2.42 |o.81 0.79 -7.84 | -4.35 |-6.59
N 1610 853 336 177 129 115

TABLE 17. MEAN TENURE BY AGE AND SEX: All employed workers, Japan and Canada

Japan Canada (A) Canada (B)
Age Men Women Men Women Men Women

All 12.9 7.9 9.0 6.7 9.6 7.9
-17 1.1 1.2 0.5 0.5 0.5 0.5
18-19 11 1.0 1.0 0.8 1.0 0.9
20-24 2.7 2.7 1.8 1.6 2.1 1.6
25-29 5.1 5.2 3.1 34 3.1 3.6
30-34 8.5 7.7 5.5 5.2 6.3 6.1
35-39 11.9 9.3 7.8 6.3 8.4 7.4

40-44 15.8 10.5 10.8 8.6 124 10.0
45-49 19.3 11.2 13.0 8.8 14.4 9.7

50-54 22.1 13.0 14.7 11.7 14.7 13.1

55-59 21.8 14.4 17.8 12.7 18.3 154

60-64 134 13.3 18.2 15.6 16.1 15.1

65+ 12.8 16.1 21.0 14.5 24.1 15.0

Source: For Japan: Ministry of Labour, Survey of the Wage Structure. The sample consists of
employees at establishments with 10 or more workersin June 1995. For Canada, authors' calculations
from the Survey of Labor and Income Dynamics for 1994. Specification A imposes no establishment
sizerestriction; (B) restricts to establishments with at least 20 employees. Figures are for the
individual’s “main” job, defined as the one with highest annual hoursin 1994.




Table 18. DETERMINANTS OF WAGE CHANGES FOR WORKERSWHO FOUND JOBSWITHIN ONE YEAR: DOUBL E-
TRUNCATED CENSORED REGRESSION RESULTSBY JOB LOSS STATUS: Men, Japan

1) All (2A) “Laid-off” (2B) “Laid-off” (3A) Shukko (3B) Shukko
Separations workers workers workers workers
Constant 15.9850*** 10.0360*** 1.5598* 3.2482*** -0.02832
(0.9057) (3.1410) (0.82396) (0.9881) (0.45097)
High School -1.0035*** -2.0372%* -2.4722%** 0.1191 -0.083208
(0.1793) (0.5995) (0.5971) (0.3337) (0.33023)
Junior College -3.2560*** -5.2997*** -5.9402%** -0.2721 -0.49947
(0.3403) (1.3697) (1.3704) (0.5879) (0.58584)
University -1.7703*** -1.3271 -2.153*** 0.1678 -0.12415
(0.2255) (0.8433) (0.8306) (0.3527) (0.34528)
Firm >=1000 5.0320%*** 3.3970 *** 3.3023*** 0.9306 *** 1.0773**
(post sep) (0.1809) (0.7203) (0.72276) (0.2813) (0.2772)
Firm 100-999 0.7819%+ -0.5629 -0.47605 0.9812 *** 1.1009***
(post sep) (0.1640) (0.5830) (0.58383) (0.2878) (0.28543)
Firm >=1000 -7.4155%* -5.9111%** -5.3371%** -0.5669 ** -0.47463**
(pre sep) (0.1907) (0.7254) (0.72241) (0.2431) (0.24131)
Firm 100-999 -2.6060*** -0.6852 -0.26275 -0.9077 *** -0.84831***
(pre sep) (0.1523) (0.6043) (0.6031) (0.2467) (0.24656)
Part Time -9.1547*** -13.869*** -13.76*** 2.5214 24
(post sep) (0.3987) (1.2879) (1.2903) (1.8698) (1.872)
Part Time 7.9294*+* 11.0250 *** 11.187*** 8.4018 *** 8.3922%+
(pre sep) (0.3527) (1.5531) (1.5579) (2.1037) (2.1064)
SHUKKO1 2.2577%* - -- - --
(out) (0.2993)
SHUKKO2 -4.6652*** - -- - --
(back) (0.3090)
LAID_OFF -5.3993*** - -- - --
(0.2325)
Change IND -0.7812%** -3.2500 *** -4.4227*** 0.2238 -0.07906
(0.1372) (0.5348) (0.5068) (0.2003) (0.18528)
Industry Wage -0.8874 7.6075 ** -- -1.3176 --
Premium (0.8576) (3.1535) (0.8888)
(post sep)
Industry Wage -8.4258*** -16.575*** -- -2.1210 *** --
Premium (0.7348) (2.4554) (0.7618)
(pre sep)
YEAR -1.6770%** 4.6870 *** 5.3037** -0.2306 -0.017741
(0.1374) (0.6165) (0.57703) (0.1918) (0.18293)
Age 35-44 -1.0371%** 0.7997 0.75719 0.0584 0.08870
(0.1721) (0.7275) (0.72184) (0.2430) (0.24299)
Age 45-54 -2.3873*** -3.9467** -4.2435%** -0.3329 -0.36198
(0.2003) (0.7735) (0.77419) (0.2374) (0.23738)
Age 55-64 -9.4154*** -11.251%** -12.166*** -2.4010%** -2.542%**
(0.2229) (0.7065) (0.6962) (0.3427) (0.34087)
Sigma 14.4020%** 16.3110 *** 16.377** 6.6649*+* 6.6744*+
(0.0491) (0.2004) (0.20126) (0.0655) (0.06560)
Log likelihood -197583 -16607.1 -16630 -17874.5 -17882.4
NOBS 52414 4603 4603 5443 5443

Numbersin parentheses are asymptotic standard errors. ***, ** and * indicate, respectively, significance levels 1%, 5%
and 10% based on asymptotic t-ratios. “Laid off” workersare all involuntary separations excluding shukko, i.e.
management convenience, contract termination, and mandatory retirement.



Table19. DETERMINANTS OF WAGE CHANGES FOR WORKERSWHO FOUND JOBSWITHIN ONE YEAR: DOUBL E-
TRUNCATED CENSORED REGRESSION RESULTSBY JOB LOSS STATUS": Women, Japan

1) All (2A) “Laid-off” (2B) “Laid-off” (3A) Shukko (3B) Shukko
Separations workers workers workers workers
Constant 6.0308*** 7.7995** 4.4854** 2.6975 3.4024
(1.1632) (3.2885) (0.81472) (5.9770) (1.6675)
High School -1.6429*** -1.5735* -1.634*** -1.8216 -1.7845
(0.2240) (0.5932) (0.59162) (1.2853) (1.279)
Junior College -3.5667*** -4.4863** -4.5607*** -2.6769 -2.6488
(0.2902) (0.8940) (0.89256) (1.6383) (1.6277)
University -3.1511%** -3.4568** -3.5075** -3.6322** -3.6053**
(0.4243) (1.4642) (1.4642) (1.6901) (1.6712)
Firm >=1000 3.0077*** 3.8481*+* 3.8737%* -0.6298 -0.62131
(post sep) (0.2111) (0.6851) (0.68431) (1.1779) (1.1531)
Firm 100-999 1.1535%** 1.0296** 1.0644* -0.3703 -0.36707
(post sep) (0.1799) (0.5172) (0.51573) (1.1217) (1.1164)
Firm >=1000 -6.5237*** -6.1703*** -6.1674*** -0.0025 -0.04849
(pre sep) (0.2471) (0.7883) (0.78854) (1.1219) (1.1176)
Firm 100-999 -2.7439%** -3.1009*** -3.0855*** -0.3782 -0.39334
(pre sep) (0.1747) (0.5268) (0.52643) (1.0041) (1.0036)
Part Time -11.7000%*** -9.1178*** -9.176*** -2.5018 -2.481
(post sep) (0.2067) (0.6549) (0.65377) (1.9781) (1.9745)
Part Time 10.6430*** 10.0060*** 10.049*** 4.4698*** 4.4646%
(pre sep) (0.2007) (0.6515) (0.65038) (1.6973) (1.6976)
SHUKKO1 0.6877 - -- - --
(out) (0.9008)
SHUKKO2 -3.2867*** - -- - --
(back) (1.0707)
LAID_OFF -1.7363*** - -- - --
(0.2658)
Change IND -0.8611*** -2.0286*** -2.2638*** 1.8547* 2.0578**
(0.1655) (0.5070) (0.47667) (0.9817) (0.88068)
Industry Wage 1.8259* -0.2698 -- -2.3721 --
Premium (1.0755) (3.1249) (6.7551)
(post sep)
Industry Wage -2.5724%* -3.1411 -- 3.1218 --
Premium (0.9498) (2.5202) (5.5887)
(pre sep)
YEAR -0.9472%** -0.7228 -0.49256 -1.0000 -1.118
(0.1629) (0.5299) (0.48424) (0.9703) (0.85464)
Age 35-44 0.9522%+* -0.6237 -0.677 -1.9842* -1.9458**
(0.2037) (0.6250) (0.61792) (1.1623) (1.1584)
Age 45-54 -0.7965*** -2.9964*** -3.1255%** -0.6912 -0.58753
(0.2468) (0.6981) (0.686) (1.2953) (1.2761)
Age 55-64 -2.1535%** -3.3036*** -3.5159%** -3.5409* -3.3301*
(0.3611) (0.8582) (0.84461) (1.8490) (1.8101)
Sigma 13.9390*** 12.5800*** 12.584*** 8.3939*+* 8.397***
(0.0581) (0.1712) (0.1713) (0.3019) (0.302)
3109 417
Log likelihood -130038 -11639.7 -11640.6 -1448.45 -1448.6
NOBS 34551 3109 3109 417 417

Numbersin parentheses are asymptotic standard errors. ***, ** and * indicate, respectively, significance levels 1%, 5%
and 10% based on asymptotic t-ratios. “Laid off” workers are all involuntary separations excluding shukko, i.e.
management convenience, contract termination, and mandatory retirement.



Table20 - DETERMINANTS OF WAGE CHANGESFOR PERMANENT SEPARATIONS and LAID-OFF

WORKERSWHO FOUND JOBSWITHIN ONE YEAR: OLSREGRESSION RESULTS, Canada

Men
All Di spl aced
Separ ati ons Wor ker s
(1) (2) (3)

uu 0. 045** 0. 030

(0. 020) (0.021)
un -0.136*** -0.164***

(0.024) (0.028)
nu 0. 196*** 0. 184***

(0.031) (0.038)
el em 0. 030 0. 031 0. 023

(0.041) (0.043) (0.042)
sone -0. 032* -0.014 -0.026
hi gh (0. 020) (0.022) (0.022)
sone -0.024 -0. 025 -0.010
post (0.024) (0.028) (0.029)
col | ege -0.017 -0.022 -0.026

(0. 026) (0.032) (0.033)
uni v 0.011 -0.025 -0.036

(0.028) (0.034) (0.034)
trades -0.041 -0. 027 -0. 029

(0.026) (0.029) (0.029)
firm 20- -0.013 -0. 022 -0.031
99 (pre) (0.025) (0.030) (0.031)
firm 100- -0. 059 -0. 057 -0.075
499 (pre) (0.036) (0.049) (0.051)
firm 500+ -0.207*** -0.176** -0.244***
(presep) (0.061) (0.071) (0.073)
firm 20- 0. 029 0. 009 0. 026
99 (post) (0.023) (0.028) (0.029)
firm 100- 0. 083*** 0.077* 0. 103***
499 (post) (0.032) (0.039) (0.039)
firm 500+ 0. 167*** 0. 149** 0.221***
(post) (0. 055) (0.064) (0.070)
part tine -0.029 -0.044 -0.034
(pre) (0.037) (0. 050) (0.052)
part tinme - 0. 080*** -0.020 -0.028
(post) (0.030) (0.033) (0.035)
change -0.019 -0. 026* -0.019
i ndusty (0.014) (0.016) (0.016)
tenure -0.0Q7*** -0.0Q7***
(pre) (0.002) (0.002)
age 35-44 -0. 027 -0.024 -0.043**

(0.018) (0.020) (0.019)
age 45-54 -0.070*** -0.062** - 0. 094***

(0.024) (0.027) (0.027)
age 55-64 -0. 053* -0. 053 - 0. 092***

(0.031) (0.033) (0.032)
vismn - 0. 058*** - 0. 043* - 0. 040*

(0. 020) (0.023) (0.023)

Wonmen
All Di spl aced
Separ ati ons Wor ker s
(4) (5) (6)
0. 102*** 0. 110***
(0. 034) (0. 042)
-0.124*** -0. 151 ***
(0. 034) (0. 041)
0. 180*** 0. 128***
(0. 036) (0. 043)
0. 052 0.106** 0.120**
(0.045) (0.052) (0. 055)
0. 005 0.012 0. 007
(0.028) (0.033) (0.034)
0. 009 0.003 0. 005
(0. 025) (0. 031) (0. 030)
0. 037 -0.002 -0.004
(0.027) (0. 033) (0. 034)
0. 085*** 0. 070** 0.042
(0.028) (0. 034) (0. 034)
0.023 0. 004 0. 025
(0.039) (0. 050) (0.053)
-0.029 -0. 056 -0. 065
(0.030) (0.044) (0.044)
-0.180*** -0.204*** - 0. 254***
(0.049) (0.062) (0.060)
-0.158** -0.121 -0.193***
(0.073) (0.078) (0.073)
0. 044 -0. 005 -0. 002
(0. 030) (0. 043) (0.042)
0. 138*** 0. 141** 0. 163***
(0.049) (0.066) (0.062)
0.197*** 0. 041 0. 094
(0.060) (0.098) (0.101)
-0. 008 -0.023 -0.014
(0.024) (0.029) (0.029)
0. 042** 0. 059** 0. 071***
(0. 020) (0. 024) (0. 024)
-0.012 -0.018 -0.033
(0.018) (0.022) (0.021)
-0. 007*** -0. 006**
(0. 002) (0. 003)
-0.022 -0.012 -0.015
(0.020) (0.025) (0.024)
-0.035 -0.063* -0. 058*
(0.028) (0.032) (0.031)
-0. 007 -0.029 -0.039
(0.057) (0.066) (0.067)
0. 052* 0. 040 0. 037
(0.027) (0. 030) (0. 030)



(Tabl e 20 conti nued)

i ntercept

I ndustry
Provi nce
R-sq

N

Not es:

Men Wonmen
All Di spl aced All Di spl aced
Seps. Wor ker s Seps. Wor ker s
0. 173*** 0.188*** 0. 059*** 0. 005 -0.026 -0.024
(0.029) (0.037) (0.019) (0.031) (0.038) (0.027)
Yes Yes No Yes Yes No
Yes Yes No Yes Yes No
0. 096 0. 094 0.013 0. 073 0.08 0.015
2697 1995 1995 2027 1289 1289

Het er oskedasticity consistent standard errors in parentheses. *** ** and *

i ndi cate, resgectlvely, significance levels 1% 5%and 10% The dependent
variable is the ratio of pre- to postdisplacenent wages. The nunber of
observations in each regression reflects the nunber of respondents that
answered all of the relevant questions. Also included in equations 1,2, 5 and
6 are 15 predispl acenent industrY dummy variables. Firmsizes are only in the
1995 data, so the variables should be interpreted as firmsize interacted with
a dummy for the 1995 COEP. Tenure is neasured in years.



Table 21: The Incidence of Severe, and Moderate, Separation-Induced Wage Losses, and Wage Gains:
Canada and Japan. (percentage of employed workers).

Canada Japan
Wage Wage Wage Wage Wage Wage Wage Gain Wage Gain
Loss>30% Loss>10% Gain>10%  Gain>30% Loss>30% Loss>10% > 10% > 30%
() 2 3 @ (5) (6) ™ ®
Men
15-19 1.1 3.1 5.1 3.0 0.4 1.7 8.7 1.3
20-24 4.7 11.0 18.8 11.0 0.8 2.5 8.0 1.3
25-29 2.6 6.0 8.3 4.7 0.5 2.2 4.9 1.2
30-34 1.9 4.1 4.6 2.5 0.4 1.5 3.3 0.5
35-39 1.7 3.4 3.8 1.9 0.2 1.0 2.0 0.2
40-44 1.2 2.9 2.6 1.4 0.4 1.3 1.9 0.1
45-49 1.3 2.5 2.3 1.3 0.4 0.8 1.6 0.2
50-54 1.2 2.3 1.7 0.7 0.6 1.2 2.0 0.3
55-59 1.1 2.3 2.1 1.1 1.5 2.9 1.5 0.1
60+ 1.0 2.4 3.1 1.9 6.8 10.5 4.1 0.2
All ages 1.9 4.2 5.1 2.8 0.8 2.1 3.8 0.6
Women
15-19 0.9 2.7 4.7 2.7 0.8 2.6 8.0 1.8
20-24 4.9 12.0 15.9 8.7 2.0 6.5 8.4 2.6
25-29 2.5 5.7 7.0 3.8 2.3 7.9 6.6 2.2
30-34 1.7 4.0 4.3 2.1 2.0 5.2 6.5 2.3
35-39 1.5 3.3 3.4 1.7 0.6 3.1 4.0 1.0
40-44 1.1 2.4 2.5 1.3 0.5 2.3 4.9 0.8
45-49 1.1 2.5 1.9 0.8 0.5 1.8 3.4 0.7
50-54 1.0 2.0 2.2 0.8 1.4 3.8 3.3 0.3
55-59 1.1 1.8 1.8 1.0 1.0 2.4 3.9 0.7
60+ 1.2 2.6 3.2 1.3 2.8 4.8 3.0 0.0
All ages 1.9 4.2 4.8 2.4 1.4 4.4 5.6 1.4
Both
Sexes:
15-19 1.1 2.9 4.9 2.9 0.6 2.1 8.3 1.5
20-24 4.6 11.4 17.5 10.0 1.3 4.2 8.3 1.9
25-29 2.5 5.8 7.8 4.3 1.1 4.1 5.8 1.6
30-34 1.8 4.0 4.5 2.3 0.8 2.5 4.3 0.9
35-39 1.6 3.4 3.6 1.8 0.3 1.7 2.6 0.4
40-44 1.1 2.7 2.6 1.4 0.4 1.7 3.0 0.4
45-49 1.3 2.5 2.1 1.0 0.5 1.2 2.3 0.4
50-54 1.1 2.2 2.0 0.8 0.9 2.0 2.5 0.4
55-59 1.1 2.1 2.0 1.0 1.4 2.9 2.1 0.3
60+ 1.0 2.4 3.2 1.7 5.7 8.9 3.8 0.2
All ages 1.8 4.2 5.0 2.6 1.0 2.9 4.5 0.9

Note: All datarefer to 1995, except the Canadian wage loss distributions which are from the merged 1993 and 1995 COEP
surveys.
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FIGURE 1. Wage Profile by Age and Education (20-24
years old=100, regular pay)
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FIGURE 2. Shukko and age distribution of workers at a
large steel company(%): 1997
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FIGURE 3. Methods of employment adjustment | —¢—hiring freeze of mid-
at manufacturing establishments(%): career workers
1987Q1-1994Q2
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