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— Challenges Facing Japan: Work Styles and Labour Shortages —

[Outline]



Trends and Features of the Labour Economy [1]

[General employment situation]

O Japan's unemployment rate hit a 26-year low of 2.4% in FY 2018, and the effective ratio of job offers to seekers marked a
45-year high of 1.62 in the same fiscal year. This suggests that employment conditions have been steadily improving.

O Among employed persons, the number of regular workers increased for the fourth consecutive year in 2018 to 34.76 million.

O The diffusion index (DI) of corporate labor force assessments suggests that a growing number of companies face labor
shortages. A survey conducted in March 2019 finds that labor shortages in all industries, and manufacturing and non-

manufacturing sectors have reached the second most extreme level since the country’s economic bubble years.
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Trends and Features of the Labour Economy [2]

[Trends of wages]

O The nominal wage of full-time workers and the hourly wage of part-time workers have been increasing.

O

Increases in wage levels of workers under the age of 60 — both men and women- have contributed to a rise in earnings among

full-time workers.

O Anincrease in the number of employees and the other factors have had a positive impact on the wage income of employees.
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Current status of labour shortage, etc. in Japan [1]
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O Alabour shortage is becoming increasingly serious, especially among small and medium-sized companies. More and

more companies, both in the three metropolitan areas and the regions other than the areas, also face serious

manpower shortages.

Trends of the diffusion index (D.l.) for
employment conditions by company size
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Current status of labour shortage, etc. in Japan [2]
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conditions and boosting their recruitment strategies. But few companies are making efforts to improve their employment

|

= Labor shortage issues will not be solved if companies fail to retain employees they have hired and reduce turnover .

management and enhance the levels of workers’ fulfillment at work in order to tackle the labor shortage.

O

5

| 7

Implementation of M&A with
consideration also given to securing
human resources

Reducing/reviewing business

Promoting outsourcing

20

Providing employees with job satisfaction |

:

Implementation of labor-
saving/rationalization investments

ﬂ

Improvement of employment
management for reducing the turnover

rate

j

Strengthening of efficiency by reviewing
work processes

Review work processes

Efforts by companies to alleviate the labor shortage

(%)

i

ﬂ

Relaxing the existing continued-service
requirements to promote young
employees to unprecedented posts
Additional work for current employees
(increasing working hours and the
number of days worked)
Expansion of the scope of potential work
of current employees through education,
training, and skills development

Reassignment of current employees

Appointment from non-regular employee
to regular employee

Continuous employment by extending
mandatory retirement age and re-
employment, etc.

Internal procurement

Accepting temporarily/permanently
transferred employees

Recalling/preferentially employing job
leavers due to child birth and child care,
etc.

Promoting the utilization of non-regular
employees

Expanding the employment targets such
as relaxing the application requirements,
etc.

Strengthening employment of new
graduates
Improving working conditions other than
wages at the time of recruitment

Strengthening mid-career employment
(including diversification of recruitment
channels, etc.)

Raising wages at the time of recruitment

External procurement




Shortening of working
hours and flexible work
styles
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“Percentage of companies implementing the measures in which the turnover rate decreased”
minus “Percentage of companies not implementing the measures in which the turnover rate
decreased”

Shortening of working
hours and flexible work
styles

Expanding the scope of
discretion associated with
work execution

Smoothing human
relationships and
communication at work

[Comfortability of working]

= Improving a workplace environment through work-style reform can reduce employee turnover and boost the
(% points)

O Providing a positive workplace environment for employees is an essential key to employee fulfillment.
retention rate.

Encouragement to take
paid leave

Create a workplace environment that encourages employee engagement
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Employment management that contributes to the improvement of the comfortability of working

“Percentage of employees in companies implementing the measures who answered
“Comfortable to work in”” minus “Percentage of employees in companies not implementing
the measures who answered the same”




Create a workplace environment that helps employees feel more fulfilled [1]
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O Creating a workplace environment that helps employees feel more fulfilled will not just help reduce turnover rates

and improve worker retention, but also help employees relieve stress and fatigue, enhance labor productivity and
boost customer satisfaction.
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Young regular full-time employees and lower-level managers tend to feel less fulfilled at work.
communication in the workplace, reducing working hours, offering more flexible work-style options, allowing more

discretion to employees, helping employees have a clear vision of their career path and promoting other efforts.

= To help employees feel more fulfilled, companies can take effective steps such as : fostering smooth

F

Efforts by companies whose
employees feel fulfilled at work

Fulfillment at work (regular employees)

development

Human resource
(% points)

Employment management

Support/consideration for individual
payments for external training

0.7

_H Scheduled interview (individual

evaluation/performance evaluation)
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0 Formulation of human resource
- development policy/plan of the company

o~ Clarification of future visions through
N career consultation, etc.

ncu Placement of coaches and teachers
(mentor system, etc.)

4
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© Support for balancing work and disease
™ _ treatment
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More flexible mutual conversion between so-
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< with work execution
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“Implementation rate in companies with high fulfillment at work” minus “Implementation rate in
companies with low fulfillment at work”

¢\l [555555505060505055550500 1000 or more employees
............................ More than 300 but 1000 or less employees
€9 [fEseesctoscooacooacsnassnass) More than 100 but 300 or less employees

O e More than 50 but 100 or less employees

Size of company in which

< More than 20 but 50 or less m«.-.__u_Ov\mmw

............................... 20 or less employees

employees work

e Equivalent to department manager
...................................................... or higher

. [Foccooonocaccscasnnnonancacsscassas Equivalent to section manager

Position

N Equivalent to subsection manager/chief

........................... ZODu—.ijm@mlm_ UOM:_OD

Residence

60 or older

Age 50-59

Age 40-49

Age

Age 30-39

29 or younger

Females

Sex

Males

(Work engagement score)

All

All

3.9
3.7
35
3.3
3.1
2.9



Create a workplace environment that helps employees feel more fulfilled [3]

O Among non-regular workers, involuntary ones and those feeling that they are unfairly evaluated in terms of job
performance compared with regular employees tend to feel less fulfilled at work.

= It is suggested that improving the treatment of non-regular workers may increase their fulfilment. Such
improvements include converting more involuntary non-regular workers to regular employees and the introduction of
an equal pay for equal work system, etc. )

Fulfillment at work (non-regular employees) Non-regular employees’ perception
of performance evaluation and

fulfillment at work
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Analysis of the Labour Economy

— Challenges Facing Japan: Work Styles and Labour Shortages —

[Overview]



Part I: Trends and Features of the Labour Economy
— Employment trends [1] —

Japan'‘s unemployment rate hit a 26-year low of 2.4% in FY 2018 since FY1992, and the effective ratio of job offers to
seekers marked a 45-year high of 1.62 in the same fiscal year since FY 1973. This suggests that employment conditions

have been steadily improving.

The unemployment rate has been declining in all areas in Japan and remained low compared to other countries.

Nominal/real GDP growth rate
(Year-to-year comparison, %)
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Source: Prepared based on “System of National Accounts”, Cabinet Office (upper left figure); “Employment Security Statistics”, MHLW (upper right figure); “Labour Force Survey (Basic Tabulation)”
and “Labour Force Survey (Detailed Tabulation)”, Statistics Bureau of MIC (upper right figure and lower left figure); and OECD.stat (lower right figure)



— Employment trends [2] —

The number of regular employees in the workforce increased for the fourth consecutive year in 2018 to reach 34.76 million. In addition, the
employment (informal job offer) rates for new university/senior high school graduates have remained extremely high.

The diffusion index (DI) of corporate labor force assessments suggests that a growing number of companies face labor shortages. A survey

conducted in March 2019 finds that labor shortages in all industries, and manufacturing and non-manufacturing sectors reached the second
most extreme level since the country’s economic bubble years.

The diffusion index on worker shortages by type of employment shows that the labor shortage in regular employees is more severe than that in
part-time workers.

Changes in the number of

Diffusion index (DI) of corporate Labour shortage by type of

employees by employment type

(10,000 persons) (10,000 persons) labor force assessment employment
3600 2200 (“Excess” minus “Shortage”, % points) (Feb. 2013 survey — Feb. 2019 survey)
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N
v (Year) 5’
Employment (informal job offer) rate @
%) ®
100 )
98.2 2
98 | h—t -10 0 3
96 | 97.6 § §
oF «Q
94 | \ -20 %‘
92 | \ New university graduates
7 as of April 1
90 | ( p ) _30 ] ‘
New senior high school graduates Non-manufacturing
88 | (as of the end of March) industries \“W
86 -40 . Regular Part-time
OX DO LA @D O N X0 0 A DD -
RSN N N R N N N NN A B I 7O OT OO QTOT T RTRTRTNT AT AT AT N A employees, etc.  workers

(Year/March graduates) (Year)

Source: Prepared based on “Labour Force Survey (Detailed Tabulation)”, Statistics Bureau of MIC (upper left figure); “Survey on (Informally Promised) Employment Situation of (Potential) Senior High School
Graduates, etc.”, MEXT (lower left figure); “Survey on Employment Situation of University Graduates”, MHLW/MEXT (lower left figure); “Short-term Economic Survey of Principal Enterprise in Japan”, Bank of
Japan (middle figure); and “Survey on Labour Economy Trend”, MHLW (right figure)
(Notes) 1) The shaded areas in the middle figure represent the recession periods.
2) “Regular employees, etc.” refers to those employed without a definite period or those employed by concluding employment contracts for the period of at least one year, excluding “part-time workers”.
3) “Part-time workers” refers to those with the number of prescribed daily working hours or the number of prescribed weekly working days being shorter than that of regular employees at the business office
concerned.

2



— Wage trends [1] —

» The total monthly cash earnings increased for the fifth consecutive year in FY2018 thanks to hikes in scheduled wages and
special payments for full-time workers etc.

» The nominal wages of full-time workers and the hourly wages of part-time workers have been on the rise.

Trend in factors that influence fluctuation in

i Monthly earnings of full-time workers
total monthly cash earnings

3 (Year-to-year comparison of the level of contribution, %) (10,000 yen)
43
Year-to-year Year-on-year growth for 42.3
comparison of the total 5 consecutive years 42 | 415 8
5 | cash earnings (nominal) 40.9 41.1
of all workers a1 r 405
40.2 :
40
1 L
§ g 39
N
§\ /\ ~— R -
B
0 - G 12 13 14 15 16 17 18
(ven) Hourly wages of part-time workers  (ry)
1,200
1,175
gp f i ki 1,149
-1 ercentage of part-time workers 1,150
B Total cash earnings of part-time workers 1,104
B Special wages of full-time workers 1,100 | 1,087
1,071
2 b ) 1,061
O Non-scheduled wages of full-time workers
1,050
B8 Scheduled wages of full-time workers
-3 1,000
2013 14 15 16 17 18 12 13 14 15 16 17 18
(FY) (FY)

Source: Prepared based on “Monthly Labour Survey”, MHLW
(Notes) 1) The figures indicate nominal values for business offices with 5 or more employees in all industries surveyed.
2) The wages of full-time workers indicate corrected real numbers calculated by multiplying the index of the total amount of cash salaries by the reference number (2015) and then dividing 3
it by 100.



— Wage trends [2] —

While the share of the elderly workers in the total full-time workers has had a negative impact on full-time workers’ total cash earnings,
the wage gap between elderly and average workers has been narrowing.

An increase in the labor force participation of women and the elderly ( a rise in the number of workers) has had a positive effect on the
wage income of employees.

Contribution of each factor to full- Changes in relative wages of females/ Contribution of each factor to the
time workers’ total monthly cash elderly workers (aged 60 or older) wage income of employees
earnings (in real terms)
) o (Total of males and females / . PPN
4 (Year-to-year comparison of the level of contribution, %) 86 total of all ages in the respective years = 100) 3 (Year-to-year comparison of the level of contribution, %)
Year-to-year
comparison of the total {2013 [@2018 —
3} cash earnings of full- %
time workers 84 835 837 2 | 17< ==
A —T
2 r = = =
82 | o A =
1t = = &=
1 w2 a8 ]
- - 2
P .::::'.‘.‘ 80
5 e 78.9
0 = ' o ﬁ“ HHHHE EEEEEH --H-|+H- PR 0 —
e snEnanininit
1} e 77.0 —
1f v Year-to-year
B Percentage of persons aged 60 or older 7% f comparison of the total
2t employee income (real)
@ Wages (60 or older)
Percentage of females younger than 60 | 2t Commodity price
3} @ Wages (females younger than 60) Number of employees
@ Wages (males younger than 60) == Nominal wages
-4 72 -3 —
2012 13 14 15 16 17 18 Females Elderly 2013 14 15 16 17 18
(Year) (aged 60 or older) (FY)

Source: Prepared based on “Basic Survey on Wage Structure”, MHLW (left figure and middle figure); “Monthly Labour Survey”, MHLW (right figure); “System of National Accounts”, Cabinet
Office (right figure); and “Labour Force Survey (Basic Tabulation)”, Statistics Bureau of MIC (right figure) 4



Part Il: Challenges: How Labour Shortages Affect Work Styles

Challenges facing Japan

conditions or feel less fulfilled at work.

» Many workers and employers are feeling the impact of labour shortages on the workplace environment ; for instance, workers may endure _harsh working

« When workers feel less fulfilled at work, they may suffer from extreme fatigue and stress, and perform poorly at work. In addition, lower levels of employee

fulfillment may also hamper business operations.

« Creating a positive workplace environment is the key to helping employees feel more fulfilled at work. Therefore, companies need to focus on the both

elements (a positive workplace environment and employee fulfillment) and promote “work-style reforms” further to alleviate labor shortages.

Measures to take on challenges facing Japan

\

N

Viewpoint I\(I

Learn what employees think about their
workplace environment by focusing on working
hours, the ratio of paid holidays taken and more
flexible work styles, etc. and analyze the impact
of labour shortages on the environment

Promote work-style reforms and a better work-
life balance, and analyze (a) how corporate
efforts to improve employment management
affect the workplace environment and help
reduce employee turnover and (b) the impact of
labor-management communication on turnover
rates

Analyze labor force characteristics by corporate
size and_examine how to improve the
workplace environment and promote
employment management efforts such as
reducing employee turnover rates at small and
medium-sized companies, which typically have
a higher percentage of female and elderly

~~

Viewpoint

« Use the concept of work engagement to analyze

~~

Viewpoint

« Analyze how individuals unwind and refresh

employee fulfillment

* Analyze the relationship between fulfillment at
work and outcomes: those outcomes include
improved workers’ health, higher retention rates
and increased productivity, etc.

* Analyze effective employment management and
human resource development methods that help

themselves by using the concepts of four
recovery experiences: psychological
detachment, relaxation, control, and mastery

* Analyze how recovery experiences can help
improve work engagement and increase labor

productivity

« Analyze good examples of workers who are

employees feel more fulfilled at work: a more
detailed analysis is needed to look at if there are
workers serving as role models for young
employees and examine whether employees are
given feedback and have opportunities to talk
with the management about their future career
visions

good at setting boundaries between work and
leisure time in order to promote a better work-life
balance among employees

workers

¥

This year’s White Paper on the Labour Economy examines the
“Challenges Facing Japan: Work Styles and Labour Shortages.”




Part Il: Chapter 1 — Japan’s labour shortage
— Labour shortage in recent years—

A labour shortage is becoming increasingly acute, in particular among small and medium-sized companies. A similar trend is also seen
at companies in regions other than the three metropolitan areas, not just at firms in the three metropolitan areas. By industry, the

manufacturing and construction industries face a particularly serious labor shortage of regular employees while the housework
assistance service and other sectors face a similar manpower shortage of part-time workers.

D.l. for employment conditions by company size . labour shortage by region
(“Excess” minus “Shortage”, % points) 60 (“Shortage” minus “Excess”, % points)
m 30 50 | The regions other than the three metropolitan
><§ areas tend to exceed the three metropolitan areas
% 10 -/\’\ | The three —
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" w 20 } areas
28 B 10
> ,
o — All'sizes 23 0
— - R Large companies
g 30 Medium-sized companies -35 -10 Other than the three
D —— Small and medium-sized companies -39 -20 .
50 20 metropolitan areas
S FEES RN R R R T R S
v (Year) P (Year)
Diffusion index (D.l.) on worker shortages by employment status and industry
Changes in the sense of excess/shortage of regular employees, etc. Changes in the sense of excess/shortage of part-time workers
(February 2013 survey — February 2019 survey) (February 2013 survey — February 2019 survey)
5o (Difference in D.I., % points) 50 (Difference in D.I., % points)
40 40
30 30 |
20 20
i sINNE NS m =
0 0 —
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a8 &% 22§ 3 3 @ 5 3% 23 g8 ¢ g Ez ¢ © 3 $2 3% 85 s
g~ g H g = 8o ges ¢ 5 g % 2 85 &9
El & [ = 3 2 a 8 3 3 3 g = = Ey 38 >
] ® 2 a 3 @ ) 3 > 2
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Source: Prepared based on “Short-term Economic Survey of Principal Enterprise in Japan”, Bank of Japan (upper left figure); “Survey on Trends of Businesses with Labor Shortage”, Teikoku Databank (upper right figure); and “Survey on Labour Economy Trend”, MHLW (lower figure)
(Notes) 1) “The three metropolitan areas” refers to “Saitama”, “Chiba”, “Tokyo”, “Kanagawa”, “Gifu”, “Aichi”, “Mie”, “Kyoto”, “Osaka”, “Hyogo”, and “Nara”. The location of each company indicates the location of its head office.
2) “Regular employees, etc.” refers to those employed without a definite period or those employed by concluding employment contracts for the period of at least one year, excluding “part-time workers”. “Part-time workers” refers to those with the number of prescribed daily working
hours or the number of prescribed weekly working days being shorter than that of regular employees at the business office concerned.



— Efforts to alleviate labour shortage —

According to the chart below, 86% of companies have taken steps to alleviate a labour shortage over the past three years (including
companies planning to take steps). In the manufacturing, education and learning support, and retail and wholesale industries, the share
of the companies that have taken action to address the manpower shortage is below the average of all industries.

By company size, fewer small companies have taken steps to alleviate the labor shortage compared with larger firms. However, more
than 80% of companies with 300 or fewer workers and those with 50 or fewer employees, respectively, have worked to address their
labor shortage.

Businesses taking steps to
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)’ (2019), The Japan Institute for Labour Policy and Training
(Notes) The results of answers given to the question on the status within 3 years from the time of the survey are summarized.



— Company efforts to alleviate labour shortages and signs of manpower shortages —
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The results of answers to the question asking the companies that answered “Significant shortage” or “Slight shortage” for all employees to give the reasons for the shortage of employees with multiple answers

allowed are summarized.

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)”

(Notes)



— Recruitment at companies having difficulties in hiring new workers —

Most companies facing labor shortages say that they have difficulty in hiring new workers because they receive no application for the job they
have offered. Such a trend is significant in regions other than the three metropolitan areas.

By industry, many companies in the accommodation and food service, construction, and medical and welfare service sectors say they
receive no application for the job they have offered.
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)” (2019), The Japan Institute for Labour Policy
and Training
(Notes) 1) The companies that are counted are the ones that gave the following answers as the reasons for the labour shortage: “Significant shortage” or “Slight shortage” for all employees and
“Acquiring new human resources is becoming difficult”.
2) “The three metropolitan areas” refers to “Saitama”, “Chiba”, “Tokyo”, “Kanagawa”, “Gifu”, “Aichi”, “Mie”, “Kyoto”, “Osaka”, “Hyogo”, and “Nara”.



— Workers to prefer fewer working hours —

» Regular employees working 35 to 42 hours per week prefer to work fewer hours rather than longer hours.

|

Regular employees: Working 49 to 59 hours per week

Regular employees: Working 35 to 42 hours per week
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Source: Prepared based on individual questionnaires of “FY2017 Basic Survey on Employment Structure”, Statistics Bureau (MIC)

(Notes) 1) Those who answered “regular personnel/employees” to the question on their names at work are counted as regular employees, and those who answered “Part-time workers”, “Temporary

regular employees.

as non-

“Temporary employee”

”,or

Contract employees

"o«
)

Dispatched employees of worker dispatching business offices

» o«
i

time workers
2) “The three metropolitan areas” refers to “Saitama”, “Chiba”, “Tokyo”, “Kanagawa”, “Gifu”, “Aichi”, “Mie”, “Kyoto”, “Osaka”, “Hyogo”, and “Nara”.

part

3) In each figure, about “Working hours per week” the difference between the percentage of those who “Wish to increase” and the percentage of those who “Wish to decrease is indicated”.
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— Companies implementing business process re-engineering to enhance efficiency —

» A relatively large number of companies have striven to enhance efficiency through business process re-engineering in the following
sectors: information and communications, services (not classified into other sectors), scientific research, professional and technical
services, and manufacturing, etc. The goal is to alleviate labor shortages.

Many companies, mainly those in the manufacturing sector, say that such efforts have helped boost labor productivity and ease labor
shortages.

Percentage of companies implementing business

process re-engineering to alleviate labour Effects of business process re-engineering
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)” (2019), The Japan Institute for Labour Policy and Training

(Notes) 1) In each figure, companies that answered “Made efforts” from among the choices “Made efforts”, “Not made efforts yet, but plan to make efforts in the near future”, and “Not made efforts” to the question on having made
efforts to alleviate labour shortage for the period from 3 years ago to the present are counted, and of which, those that answered that they had implemented “Strengthening of efficiency by reviewing work processes”
are counted (companies that did not answer are not counted). In addition, companies that answered “Place importance on delaying decline/withdrawal while maintaining the status quo is becoming difficult” to the
question on the motivation for business growth and companies that answered “No effect at present, and no concern over effect that may be caused within the next 3 years” to the question on the effects of labour
shortage on company management or workplace environment are not counted.

2) In the left figure, of the companies that have implemented measures to alleviate labour shortage, the percentage of those that answered that they had implemented “Strengthening of efficiency by reviewing work
processes” is calculated. Since the numbers of samples are very small, “Mining and quarrying of stone and gravel”, “Compound services”, “Electricity, gas, heat supply and water”, “Finance and insurance”, and “Real
estate and goods rental and leasing” are excluded.

3) With regard to the effects in the right figure, “Very effective” and “Somewhat effective” are counted as “Effective”, and “Rarely Effective” and “Ineffective” are counted as “Ineffective”. In addition, in the same figure, from
the viewpoints of “Improvement of labour productivity” and “alleviation of labour shortage”, the difference between the percentage of companies that answered “Very effective” or “Somewhat effective” and the
percentage of companies that answered “Rarely Effective” or “Ineffective” are counted as “Ineffective” is shown. 11



— Labor-saving improvements and investments for greater operating efficiency —

A relatively large number of companies in the industries such as manufacturing, and wholesale and retail trade have worked on labor-

saving improvements and investments for greater operating efficiency as part of the efforts to alleviate labor shortages.

Many companies, mainly those in the manufacturing sector, say that labor-saving improvements and investments for greater operating
efficiency have helped boost labor productivity and ease labor shortages.
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)” (2019), The Japan Institute for Labour Policy and Training
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(Notes) The left figure shows, of the companies that have made efforts to alleviate labour shortage for the period from 3 years ago to the present, the percentage of those that have implemented “labor-saving/rationalization investments”.
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- The impact of labour shortage on business management and the workplace environment -

The data below show that a labour shortage may affect business management at many companies. For instance, the manpower
shortage can become an obstacle to the operation of existing businesses or make it difficult for employers to help employees transfer
skills and know-how to others.

The labour shortage can also affect the workplace environment. For instance, employees may have to work more overtime, take fewer
paid holidays, feel less fulfilled at work and get less motivated to work. This suggests that both workers and companies recognize that
the manpower shortage has a negative impact on the workplace environment and can lead employees to feel less fulfilled at work.

. Impact of labour shortage on workplace environment
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)” (2019), The Japan Institute for Labour Policy and Training
(Notes) 1) The second figure from the left shows the value calculated by dividing the number of companies that gave answers for the respective effects (multiple answers allowed) by the number of companies that answered
that they were in labour shortage. Unknown answers are excluded.
2) The third figure from the left indicates that those who gave answers to the question on whether the labour shortage is affecting their companies’ workplace environment, the percentage of those that answered that
there was a “Significant effect caused” or “Some degree of effect caused” to their companies’ workplace environment by the labour shortage.
3) In the fourth figure from the left, companies that answered “Significant shortage” or “Slight shortage” for “All employees” and regular employees that answered “Significant shortage” or “Slight shortage” for the
“Entire workplace”. The figure shows the percentage of companies/regular employees that gave answers for the respective effects. Unknown answers are excluded. 13



Part Il: Chapter 2 — Create a better workplace environment for employees
— Workplace satisfaction —

The percentage of workers who feel always or frequently feel satisfaction with the workplace environment is low among males aged 35-
64 and females aged 45-64

The percentage of workers who always or frequently feel satisfaction with the workplace environment is higher among workers aged 65
or older, both men and women, than those in other age groups.

Satisfaction with the workplace environment by sex and age group

Males Females
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
Age 15-34 Age 15-34 |@
Age 35-44 % Age 35-44 %
MO, = B
o

Age 55-64 ‘l 51&% Age 55-64 %
65 or older 65 or older

| 1o

B Always feel B Frequently feel B Sometimes feel B Always feel © Frequently feel B Sometimes feel

m Rarely feel E Do not feel B Unknown m Rarely feel E1 Do not feel @ Unknown

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Regular Employee Questionnaire)” (2019), The Japan Institute
for Labour Policy and Training 14



— Employment management for a better workplace environment —

Regardless of sex or age, a vast majority of workers think that fostering a friendly human relationship and smooth communications is
the most important element necessary to create a better workplace environment. Encouraging workers to take paid leave is considered

as the second most import element and promoting shorter working hours and more flexible work is the third.
Female workers aged 15-44 think that supporting work/child care balance is also an important element for a better workplace

environment.

Employee opinion by sex and age group : important elements of employment management for a better workplace environment

%) Males %) Females
60 50 20 30 20 10 0 0 10 20 30 40 50 60

Smoothing human relationships and
communication

Encouragement to take paid leave

Shortening of working hours and flexible work
styles

Support for balancing work and child care

Placement/reassignment according to individual
wishes

Support for balancing work and nursing care

Measures against long working hours and
mental health measures

Support for balancing work and disease
treatment

Improvement of fairness/persuasiveness of
personnel evaluation

Promotion and salary raise appropriate for
capacities/achievements, etc.

B Age 15-34 @ Age 35-44 OAge 45-54 D Age 55-64 B 65 or older B Age 15-34 O Age 35-44 OAge 45-54 mAge 55-64 @ 65 or older

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Regular Employee Questionnaire)” (2019), The Japan Institute for
Labour Policy and Training 5



— Employment management to create a better workplace environment,
reduce retention rates and increase employee retention —

» An effective employment management can help create a better workplace environment, reduce turnover rates and increase employee

retention. Such management efforts include encouraging employees to take paid leave, reducing working hours and offering flexible

work styles.
Effective employment management to create Effective employment management to Effective employment management to increase
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc.” (2019), The Japan Institute for Labour Policy and Training
(Notes) 1) The left figure shows the difference between the percentage of “Workers of companies implementing the respective employment management measures who are feeling satisfaction with the comfortability of working”
and the percentage of “Workers of companies NOT implementing the respective employment management measures who are feeling satisfaction with the comfortability of working”.

2) The middle figure shows the difference between the percentage of “Companies implementing the respective employment management measures whose turnover rate of their employees decreased compared to 3
years ago” and the percentage of “Companies NOT implementing the respective employment management measures whose turnover rate of their employees decreased compared to 3 years ago”.

3) The right figure shows the difference between the percentage of “Companies implementing the respective employment management measures whose retention rate (at 3 years after hiring) of newly hired employees
increased compared to 3 years ago” and the percentage of “Companies NOT implementing the respective employment management measures whose retention rate (at 3 years after hiring) of newly hired employees
increased compared to 3 years ago”.

4) Each figure shows the top 5 employment management measures, in terms of degree of difference, that are effective in the respective outcomes. 16



— Characteristics of small and medium-sized companies and employment management to

help create a better workplace environment and reduce employee turnover —

More discretion is given to regular employees at companies with 100 or fewer workers than those at companies with over 100 workers. This suggests that many of the
employees at smaller firms, especially women and the elderly, think that their employer approves their last-minute time-off request at any time.

Efforts to encourage employees to take paid and other effective employment management can help create a better workplace environment and reduce employee
turnover at not only large companies but also small and medium-sized firms.
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc.” (2019), The Japan Institute for Labour Policy and Training (upper left figure, middle figure, and right
figure); and “Employment Status Survey”, MIC (lower left figure)
(Notes) 1) “Degree of discretion is higher” in the upper left figure refers to “Always feel” or “Frequently feel” that the degree of discretion for work (degree of freely choosing the procedures and methods of proceeding with work) is

high.

2) The middle figure shows the difference between the percentage of “Workers of companies implementing the respective employment management measures who are feeling satisfaction with the comfortability of worki
and the percentage of “Workers of companies NOT implementing the respective employment management measures who are feeling satisfaction with the comfortability of working”.

3) The right figure shows the difference between the percentage of “Companies implementing the respective employment management measures whose turnover rate of their employees decreased compared to 3 years
ago” and the percentage of “Companies NOT implementing the respective employment management measures whose turnover rate of their employees decreased compared to 3 years ago”.

4) The middle figure and right figure show the top 5 employment management measures, in terms of degree of difference, that are effective in the respective outcomes.
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— Efforts to promote work-style reform by companies of different sizes —

A survey on efforts to promote work-style reform shows that many companies regardless of size are implementing stricter rules on
working hours, trying to reduce overtime hours and encouraging employees to take paid leave.

Smaller companies tend not to introduce work-style reform at this moment. However, they are more willing to promote work-style
reform in the future compared with larger companies. Thus, it is necessary to provide continuous support to small and medium-sized
companies in order to allow workers to choose their work time and style.

Efforts to promote work-style reform by companies of different sizes
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Source: Prepared based on “Survey on Labour Economy Trend (November 2018)” (2018), MHLW
(Note) “Plan to newly implement” refers to the difference between “Plan to implement in the future” and “Implemented to date”. 18



Part 2. Chapter 3 — Create an environment that helps employees feel fulfilled at work
— Fulfillment at work —

This White Paper analyzes employee fulfillment by using the concept of work engagement.
“Work engagement” is defined as a state of mind that is characterized by vigor (high levels of energy and mental resilience at work),

dedication(a sense of pride and challenge) and absorption (commitment and involvement).
Work engagement is an opposite concept of burnout.

Concept of work engagement Organization of relevant concepts using “activity level” and
“attitude/awareness toward work”

Work
engagement

Activity level (high)

Work
engagement

Attitude Attitude
toward work toward work
[ awareness [ awareness

of work of work
Dedication Absorption (negative Fulfillment (positive)
at work
Workaholism
“Feel like have been “Feeling a sense “Being totally
filled with vigor of pride in one’s absorbed while Activity level (low)
while working”, etc. work”, etc. working”, etc.

Source: Prepared using “Work engagement: A handbook of essential theory and research” (2014), SHIMAZU Akihito, INOUE Akiomi, OTSUKA Yasumasa, TANEICHI Kotaro, etc. as a reference
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— Fulfillment at work : regular employees —

A work engagement score (hereinafter referred to as “WE score”) represents levels of employee fulfillment. The average WE score oh
regular employees stands at 3.42. By category, the score for “dedication” is relatively high at 3.92 while the figure for “vigor” is
relatively low at 2.78. By gender, the WE score of female employees is slightly higher than that of male employees. Levels of energy
and mental resilience at work (vigor) are lower among women than men. However levels of dedication (a sense of pride and challenge)

and absorption (commitment and involvement) are higher among women than men. By age, the score is low among young employees.
Furthermore, the work engagement tends to increase as employees reach a higher-ranking position and take on more responsibility at
work.

The chart below suggests that levels of fulfillment at work are higher among limited-type regular workers than regular employees. /

Fulfillment at work: regular employees
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Regular Employee Questionnaire)” (2019), The Japan Institute for

Labour Policy and Training

(Note) For question items on the awareness about one’s primary work (excluding side jobs) at the time of the survey whether they “feel like they have been filled with vigor while working” (vigor),
“are committed to their work” (dedication), and “are totally absorbed while working” (absorption), the WE scores are calculated as the average values of the respective items for 16,579
samples that answered all question items on “vigor”, “dedication”, and “absorption” from among the choices “Always feel (= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel (= 3
points)”, “Rarely feel (1.5 points)”, and “Do not feel (= 0 points)”. 20



— Fulfillment at work : non-regular employees —

Levels of fulfillment at work vary significantly depending on the reason why workers have taken on non-regular employment. The percentage of
engaged workers (those feeling fulfilled at work) is low among involuntary non-regular workers compared with regular employees. Such involuntary

non-regular workers include: dispatched workers, contract workers, temporary staff, male workers and workers aged 35-44. However, the percentage
of engaged workers is high among other non-regular workers who account for the vast majority of the total non-regular workers.

Fulfillment at work among regular/non-regular workers
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Males Females

Regular employees
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Non-regular employees
(unwilling choice)

Females

(other than unwilling choice)

Males

Non-regular employees

Females

Males

Non-regular employees

(all

Females

Source: Prepared based on “National Employment Situation Panel Survey”, Recruit Works Institute, Recruit Holdings
(Notes) 1) “Percentage of those with high fulfillment at work (WE)” indicates the proportion of those who answered “Yes” or “Rather yes” to the question items on whether they had been “Able to work

vigorously” (vigor), “Enthusiastically engaged in work” (dedication), and “Totally absorbed while working” for the work during the period from January to December 2018.

employees

Non-regular
employees
(unwilling choice)

Non-regular

employees

(other than
unwilling choice)

Non-regular
employees (all)

2) “Non-regular employees (unwilling choice)” refers to those who selected “Regular personnel/employee position is not available” as the reason (multiple answers allowed) for being engaged
in the work during the period from January to December 2018.
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— Fulfillment at work and retention/turnover rates —

The charts below show that retention rates for new hires after three years of employment rises and employee turnover falls when employees
feel more fulfilled at work.

Such a trend is also observed at companies facing labor shortages: many of them see retention rates rise and turnover falls when their
employees feel fulfilled at work.

D.l. of retention rate for new hires after three years of D.l. of retention rate for new hires after three years of
employment (All companies) employment (Companies facing labour shortage)
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019), The Japan Institute for Labour Policy and Training
(Notes) 1) The retention rate of newly hired employees (at 3 years after hiring) in the upper left figure shows the answer given as the “Proportion of the number of newly hired employees employed 3 years ago who have been employed for at least 3 years after
being employed (numerator) to the number of newly hired employees employed 3 years ago (denominator).
2) The “Companies with labour shortage” in the upper right and lower right figures refers to companies that answered “Significant shortage” or “Slight shortage” for regular employees.
3) The “Turnover rate of employees” in the upper right and lower right figures excludes non-voluntary job leaves such as reaching mandatory retirement age or expiration of employment contracts, etc.
4) For the retention rate of newly hired employees (at 3 years after hiring) and the turnover rate of employees, to the question on the changes compared between 3 years ago and the present, the answers of “Significantly increased” and “Slightly
increased” are counted as “Increased” and the answers of “Slightly decreased” and “Significantly decreased” are counted as “Decreased”.
5) The work engagement uses the score at the time of the survey and is rounded to the nearest integer.
6) The upper left and upper right figures show the difference between the percentage of companies that answered “Increased” and the percentage of companies that answered “Decreased” for the question on the “retention rate of newly hired employees

(at 3 years after hiring)” compared between 3 years ago and the present.
7) The lower left and lower right figures show the difference between the percentage of companies that answered “Decreased” and the percentage of companies that answered “Increased” for the question on the “Turnover rate of employees” compared 2 2

between 3 years ago and the present.



— Fulfillment at work and labour productivity —

» The chart on the left shows that labour productivity increases when employees feel fulfilled at work.

» The chart on the right suggests that levels of man-hour productivity rise when employees feel fulfilled at work.

Relationship between fulfillment at work and individual Fulfillment at work and level of labour
recognition of labour productivity (all companies, productivity per man-hour
comparison of recognition now with recognition 3 years ago)
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019), The

Japan Institute for Labour Policy and Training

(Notes) 1) The individual recognition about labour productivity in the left figure indicates the score value based on the answers to the question item on the awareness about one’s primary work
(excluding side jobs) at the time of the survey whether the “labour productivity (achievement per hour) increased compared to 3 years ago” selected from among the choices “Always feel
(= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel (= 3 points)”, “Rarely feel (1.5 points)”, and “Do not feel (= 0 points)”. The score shows the degree to which individual
employees feel that labour productivity is increasing.

2) The labour productivity in the right figure shows the 2018 average value indicating the labour productivity based on man-hours (humber of employees x working hours) calculated by
converting the number of non-regular employees to the number of regular employees. The amount of value added is the total of “operating profit”, “depreciation cost”, “total amount of
salaries”, “welfare cost”, “rent on movables and real estate”, and “taxes and dues” and is substantiated by using the GDP deflator.

3) The WE score indicates the results of the answers given in the survey conducted in March 2019 to the question on the status as of one year prior to the survey and is rounded to the 23

nearest integer.



— Fulfillment at work and self-motivation/proactive attitude/customer satisfaction —

The charts on the left and in the middle show that employees are more self-motivated at work and willing to help their co-workers
(doing a job not assigned to them) when they feel fulfilled at work.

The chart on the right suggests that the diffusion index of customer satisfaction recognized by companies rises when employees at
those companies feel fulfilled at work.
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Relationship between employee fulfillment Relationship t_)e_tween employee fulfillment and customer
and positive attitude toward work fulfillment and willingness to do extra satisfaction recognized by
(all companies) duties (all companies) companies (all companies)
(Score) (Score) 45 (“Increased” minus “Decreased”, %)
5.26 S
B 4.56 4 E 4.78 o Nl
S . % T < 38.5 38.6
5 4.15 _p 4.11 ]
= 3 4 23 4 367 [ | @
@ c 3.59 =] : ®
c < 55 325 [] 5 M3
S 3.20 23 : =
52 S N 5
2 N3} 22 W 3277 2
s& =0 ] S
¢ a g2 > Q3o
= 5 | Sk 5
- & 2l I 8
&g = 2
z 3 5 W2
S HLf = =
o >
= 2
2orless 3 4 5 6 2o0rless 3 4 5 6 2orless 3 4 5 6
Fulfillment at work (WE score) Fulfilment at work (WE score) Fulfillment at work (WE score)

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019), The Japan Institute for Labour

Policy and Training

(Notes) 1) The recognition about proactive behaviors towards work and extra-role performance (all companies) indicates the score values based on the answers to the question items on the recognition about one’s primary work
(excluding side jobs) at the time of the survey whether “Autonomously engaging in work without instructions/directions” and “Actively supporting other employees without instructions/directions” selected from among
the choices “Always feel (= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel (= 3 points)’, “Rarely feel (1.5 points)”, and “Do not feel (= 0 points)’. The scores show the degree of employees’ autonomous
engagement in work and the degree of active support for other employees.

2) The customer satisfaction recognized by companies in the right figure shows the difference in the percentages (D.l.) between companies that answered “Increased” and companies that answered “Decreased” to the
question on the changes in the status of customer satisfaction compared between 3 years ago and the present with “Significantly increased” and “Slightly increased” being counted as “Increased” and “Slightly
decreased” and “Significantly decreased” as “Decreased”.

3) The WE scores are calculated based on the results of the answers given to the question on the status as of one year prior to the date of the survey for the left and middle figures and on the scores as of the date of
the survey for the right figure, and are rounded to the nearest integer. 24



— Fulfillment at work and stress/fatigue —

The chart on the left shows that employees suffering from extreme stress and fatigue during work feel less fulfilled. Meanwhile, the
chart in the middle suggests that the stronger workaholic tendency employees have, the more extreme stress and fatigue they suffer
from.

Increasing employee fulfillment is the key to reducing stress/fatigue employees endure. But the chart on the right shows that employees
have greater tendencies to become workaholics as they feel more fulfilled at work. Therefore, companies need to shape their corporate
culture allowing more diverse work styles and changing the workplace environment that admires workaholics.
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019),

The Japan Institute for Labour Policy and Training

(Notes) 1) The awareness about stress/fatigue indicates the score value based on the answers to the question item on the awareness about one’s primary work (excluding side jobs) at the time of
the survey whether to “feel excessive stress/fatigue in work” selected from among the choices “Always feel (= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel (= 3 points)”,
“Rarely feel (1.5 points)”, and “Do not feel (= 0 points)”. The score shows the degree to which individual employees feel excessive stress/fatigue in their work.
2) The workaholism score (WH score) indicates the score values based on the answers to the question items on the awareness about one’s primary work (excluding side jobs) at the time
of the survey whether to “Be always busy and involved in numerous types of work at a time”, “Feel that working diligently is one’s duty even when unpleasant”, and “Have a guilty

feeling when taking time off from work” selected from among the choices “Always feel (= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel (= 3 points)”, “Rarely feel (1.5
points)”, and “Do not feel (= 0 points)”. The scores show the degree to which individual employees feel excessive stress/fatigue in their work. In the middle figure, it is rounded to the 25

nearest integer.



— Opinion about fulfillment at work and working life —

Many people prefer to work longer. The chart on the left shows that 12.6% of people surveyed think that working too long is not ideal for
them, while 63% think they want to work longer.

In all age groups, engaged employees ( those feeling fulfilled at work) tend to think that a longer working life is ideal compared with less
engaged employees.
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Labour Policy and Training
(Notes) 1) “Having a vocational life that is as long as possible is desirable (Having a vocational life that is not too long is desirable)” in the figure refers to those that answered “A (B)” or “Rather A (B)”
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vocational life that is not too long is desirable even if being healthy and able to work for a job one wants at one’s own pace”.
2) “Those with high work engagement” (WE) refers to those with the WE score of 4.5 or higher, and “those with low work engagement” (WE) refers to those with the WE score of 3.0 or lower.
3) In the middle figure, the WE scores are rounded to the nearest integer. 26



— Highly engaged workers and their perception about work —

» Engaged workers, those whose work engagement scores are high, often experience positive emotions: for instance, they feel that they
have grown and developed as a person through work, they have higher levels of self-efficacy (a confidence in the ability to complete

tasks), they have a clear vision of their career path. This suggests that higher work engagement scores have a positive impact on
workers perception about work.

Engaged workers and their perception about work Engaged workers and their perception about work (gap)
(results after conversion into scores 0 to 6)
(Score) (“Those with high WE” minus “Those with low WE”, points)
2
Recognition of those
| Recognition of those with low WE I
with high WE
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[1] Having been able to grow through work; [2] Feeling high self-efficacy (work confidence); [3] Career perspective on how to build a career in the company
one works for is clear; [4] Feeling satisfaction to the comfortability of working; [5] Human relationships in executing one’s work is good; [6] The degree of
discretion for work (degree of freely choosing the instrument and methods of proceeding with work) is high; [7] Role model senior employees exist in the
workplace; [8] Working at a high speed at least for half the working hours; [9] Work is concentrated to oneself

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019),
The Japan Institute for Labour Policy and Training
(Note) 1) “Those with high work engagement (WE)” refers to those with the WE score of 4.5 or higher, and “those with low work engagement (WE)” refers to those with the WE score of 3.0 or lower.
2) The left figure shows the average values of the respective question items after converting into scores based on “Always feel (= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel
(= 3 points)”, “Rarely feel (1.5 points)”, and “Do not feel (= 0 points)”. The scores indicate the degree to which each recognition is felt in one’s primary work.
3) The right figure shows the difference between the score of “Those with high work engagement (WE)” and the score of “Those with low work engagement (WE)” about “Recognition about 27

their primary work”.



— Employment management at companies whose employees feel fulfilled —

» The charts below imply that companies’ efforts to improve employment management can help increase employee fulfillment. Such efforts

include fostering better human relations and effective communication in the workplace, reducing working hours and offering flexible work-style
options and giving more discretion to employees.

Employment management efforts by companies whose Employment management efforts by companies whose
employees are fulfilled at work (implementation rate) employees are fulfilled at work (gap)
80 (Implementation rate of the respective efforts, %) 5 (“Companies with high WE” minus “Companies with low WE”, % points)
Companies whose Companies whose () -

employees have high WE i‘/employees have low WE
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[1] Smoothing human relationships and communication at work; [2] Shortening of working hours and flexible work styles; [3] Expanding the scope of discretion associated
with work execution; [4] More flexible mutual conversion between so-called regular employees and limited regular employees; [5] Support for balancing work and disease
treatment; [6] Support for those who left their jobs due to child care/nursing care/disease treatment, etc. to return to work; [7] Encouragement to take paid leave; [8] Eliminate
unreasonable disparities in treatment between employees (between males and females, between regular and non-regular employees, etc.); [9] Support for balancing work
and child care; [10] Promotion/appointment of excellent human resources; [11] Clarification of work content at the time of employment; [12] Placement/reassignment
according to individual wishes; [13] Improvement of fairness/persuasiveness of personnel evaluation; [14] Promotion and salary raise appropriate for
capacities/achievements, etc.; [15] Support for balancing work and nursing care; [16] Expanding opportunities for skills development and supporting self-development of
employees; [17] Measures against long working hours and mental health measures; [18] Sharing and promoting the dissemination of the business strategy information and
department/workplace goals

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019),
The Japan Institute for Labour Policy and Training
(Note) 1) “Those with high work engagement” (WE) refers to those with the WE score of 4.5 or higher, and “those with low work engagement” (WE) refers to those with the WE score of 3.0 or
lower.
2) The right figure shows the difference between the “Implementation of employment management in companies whose employees have high work engagement (WE) work for” and the
“Implementation of employment management in companies whose employees have low work engagement (WE)”. 28



— Human resource development programs at companies whose employees feel fulfilled —

» The charts below imply that effective corporate efforts to develop human resources can increase employee fulfillment. Such efforts

include introducing a coaching and training system ( e.g. mentoring programs), providing career counseling to help employees have a
clear vision of their career path and establishing human resource development policies and plans.

Human resource development efforts by companies whose
employees feel fulfilled at work (implementation rate)

Human resource development efforts by companies
whose employees feel fulfilled at work (gap)

(Implementation rate of the respective efforts, %) (“Companies with high WE” minus “Companies with low WE”, % points)

Companies whose
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[1] Placement of coaches and teachers (mentor system, etc.); [2] Clarification of future perspectives through career consultation, etc.; [3] Formulation of
human resource development policy/plan of the company; [4] Scheduled interview (individual evaluation/performance evaluation);

[5] Support/consideration for individual payments for external training; [6] Increasing motivation by implementing feedback;[7] Increasing motivation
through management by an objective system

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019),
The Japan Institute for Labour Policy and Training
(Note) 1) “Those with high work engagement” (WE) refers to those with the WE score of 4.5 or higher, and “those with low work engagement” (WE) refers to those with the WE score of 3.0 or lower.
2) The right figure shows the difference between the “Implementation of human resource development in companies whose employees have high work engagement (WE)” and the
“Implementation of human resource development in companies whose employees have low work engagement (WE)”. 29



— Employees’ confidence in their job performance and achievement in work goals —

The charts below suggest that goals are meant to be challenging to foster employees’ personal growth and development. In other words, challenging goals that
requires a certain degree of effort can have a positive impact on employees’ confidence in their job performance.

Management and employees sometimes have different views on the difficulty in goal achievements. For instance, female employees, workers aged 29 or younger
and aged 60 or older and those engaged in a clerical job may think it is not difficult to achieve the goal while their employer think the opposite.

Gap in recognition between workers and companies
about the level of difficulty in achieving work goals by
degree (high/low) of feeling of growth through work

Proportion, %)

Employees’ recognition about the level of difficulty in achieving work
goals by degree (high/low) of feeling of growth through work

(Proportion, %)
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)” (2019), The Japan Institute for Labour Policy and Training
(Notes) 1) Those with high (low) degree of feeling of growth through work are those who scored 4.5 points or more (3 points or less) based on their answers to the question on the recognition of one’s primary work
(excluding side jobs) at the time of the survey whether they “Feel that they have been able to grow through work” selected from among the choices “Always feel (= 6 points)”, “Frequently feel (= 4.5 points)”,
“Sometimes feel (= 3 points)”, “Rarely feel (1.5 points)”, and “Do not feel (= 0 points)”.
2) The upper figures analyze the characteristics by dividing into “Those with high degree of feeling of growth through work” and “Those with low degree of feeling of growth through work” and then comparing the
respective proportions.
3) The lower figures show the difference between the “Proportion of those whose recognition about the level of difficulty in achieving goals is lower than what companies assume with respect to each attribute” and
“Proportion of all survey subjects with respect to each attribute”. 30



— Employees’ confidence in their job performance and feedback —

The charts below suggest that It is important that employees receive feedback on their daily performance frequently in order to grow
through work. The effective feedback consist of performance evaluation and praise on progress. For instance, the manager may focus

on the specific performance delivered by employees and outline its importance. Moreover, the manager should give praise as soon as
possible after the job is well done.

Frequency of feedback on daily work from Awareness of the effectiveness of feedback on daily work
managers by degree (high/low) of employee by the superiors by degree (high/low) of employee
_confidence in their job performance confidence in their job performance
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire)” (2019), The Japan Institute for Labour
Policy and Training
(Notes) 1) Those with high (low) degree of feeling of growth through work are those who scored 4.5 points or more (3 points or less) based on their answers to the question on the awareness
about one’s primary work (excluding side jobs) at the time of the survey whether they “Feel that they have been able to grow through work” selected from among the choices “Always
feel (= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel (= 3 points)”, “Rarely feel (1.5 points)”, and “Do not feel (= 0 points)”.
2) The left figure summarizes the results of the most appropriate answers given.
3) The right figure summarizes the results of all answers given by those who answered that feedback from the superiors was “Very effective” or “Rather effective” in performing daily work
as the reason that it was effective. 31



— Career vision and labour - management communication —

The charts below suggest that the following steps are necessary to help employees develop a clear vision of their career paths :
* Give employees more opportunities to talk with the manager about their career vision.

» Have discussion between employees and managers on the significance and importance of assigned jobs, certifications and skills that
employees need to acquire for their future duties, skills they should improve, and the significance and importance of job duties they wish to

engage in.
Frequency of discussion about future career vision with Details on employees’ future career vision talked over
managers in the course of daily work between employees and managers
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019), The

Japan Institute for Labour Policy and Training

(Note) Those feeling that their career perspectives in their companies are clear (unclear) are those who scored 4.5 points or more (3 points or less) based on their answers to the question on the
awareness about one’s primary work (excluding side jobs) at the time of the survey whether they feel that “Career perspective on how to build a career in the company one works for is clearf.32
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selected from among the choices “Always feel (= 6 points)”, “Frequently feel (= 4.5 points)”, “Sometimes feel (= 3 points)”, “Rarely feel (1.5 points)”, and “Do not feel (= 0 points)”.



— Career vision of young workers, etc. and model employees for them —

Not many employees aged 39 or younger in Japan have model employees in their workplace. N

The second chart from the right below suggests that more employees can find a role model when they have a more specific vision of
their career paths in the company they work for.

It is important for employees and management to talk over the importance of role models as there is a perception gap between
companies and employees when it comes to workplace role models : fewer employees think that there are model employees in their

workplace than companies assume. -,
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i ' o role models in the
aged 39 or younger who fulfillment a_t work and hav!ng Importance of clarifying career workolace between
have model employees (by model senior employees in perspectives as a premise to finding role p
sex) the workplace model senior employees employees and
(Percentage of employees Fulfillment at work S 0106 management
i i core (O to %
30 with their role models, %) 6 (WE score (0 to 6)) 6 ( ( ) 60 (%)
3
S
29 | 5 F =3 5 F 50 | 48.6 Compa_n_ies
28.7 =3 8_ 4.24 recognizing that role
381 § s 4 ey emrsgﬁ)lysez?(;:)r young
4 -O- — % B 3.65 40 ¥ employees exist in
28 | R % g 3.03 ] the workplace
0 = .
D o | e
27.1 3 =3 |° 30 | 27.9
2 '% 2.28 /
“ 2 2% 02 o |
: B 5 Employees
= 1.45 20 aged 15-39
g Q for whom
i =, role model
26 1 5 (:n' 1t 10 F senior
Q > employees
== exist in the
o5 0 1] 0 0 workplace
Males Females Exist Do not 1 2 3 4 S Awareness of Awareness of
exist Score for the degree of clarity of career companies employees
perspectives in company one works for

(one year before the survey)

Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019), The
Japan Institute for Labour Policy and Training
(Notes) 1) Each figure analyzes employees aged 15-39.
2) Those for whom role mode senior employees (do not) exist in the workplace are those who answered “Always feel” or “Frequently feel” (“Sometimes feel”, “Rarely feel”, or “Do not feel”) to
the question on the awareness about one’s primary work (excluding side jobs) at the time of the survey whether they feel that “role model senior employees (do not) exist in the
workplace”.
3) Awareness of companies in the right figure summarizes the results of the answers given to the question on the state of all regular employees. 33



- Managers : fulfillment at work and equal opportunities for employees to be promoted to managerial positions -

The chart in the middle suggests that work environment can affect levels of manager fulfillment at work. In other words, those in managerial positions\
may feel more fulfilled at work when they believe that their company provides an equal opportunity for the promotion to its employees regardless of
sex, education, the length of their employment with the company, age and other factors, and that the company gives weigh to each employee’s
performance, not whether the job has been done by a male worker or a female employee.

In order to help managers feel fulfilled at work, it is important that employees and the management think over again how to create a corporate culture
that values employees’ performance, not opportunities for promotion and gender. However, they should keep in mind the fact that there are

perception gaps between managers and companies in opportunities for employees to be promoted to management positions. /
Manager fulfillment at work  Manager fulfillment at work by opportunity for Gap in perception between employees and companies in
the promotion to management positions, etc. opportunities for the promotion to management positions
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019),
The Japan Institute for Labour Policy and Training
(Notes) 1) The results of the answers of 3,301 persons who answered “Manager (including leader)” to the question asking the occupation in the company one works for are summarized.
2) “Opportunities for appointment to management positions in companies are limited to some employees even when there is no difference in sex, educational history, years of continued
employment, and age, etc.” and “Opportunities for appointment to management positions in companies are limited to some employees even when there is no difference in sex,
educational history, years of continued employment, and age, etc.” do not add up to 100% because of “Not sure” answers. 34



— Non-regular workers : fulfillment at work and fair evaluation —

The chart on the left shows that 35.1% of non-regular workers recognize that they do the same work as some of regular employees at
the company they work for.

Non-regular workers who think that performance evaluations are fair regardless of employment status feel more fulfilled at work than
those in non-regular positions who find job evaluation unfair.

Percentage of non-regular
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Source: Prepared based on “National Employment Situation Panel Survey”, Recruit Works Institute, Recruit Holdings
(Notes) 1) The left figure shows the proportion of those who answered “Yes” or “Rather yes” to the question items on whether “there are regular employees working the same way as themselves”
for the work during the period from January to December 2018.
2) The middle figure shows the proportion of those who answered “Yes” or “Rather yes” to the question items on whether they “Felt the evaluation on how they work was not unreasonable,
but was fair compared to the evaluation of regular employees who are working the same way as themselves” for the work during the period from January to December 2018.
3) The “Percentage of those with high fulfillment at work (WE)” in the right figure indicates the proportion of those who answered “Yes” or “Rather yes” to the question items on whether
they had been “Able to work vigorously” (vigor), “Enthusiastically engaged in work” (dedication), and “Totally absorbed while working” for the work during the period from January to
December 2018. 35



— Relationship between employee fulfillment and the time outside of work (recovery experiences)—

N

» The chart below suggests that recovery experiences - psychological detachment, relaxation, control, and mastery- can help employees
feel more fulfilled at work and increase labor productivity.

»  Stronger beneficial effects of recovery experiences on employees are seen at companies suffering from labor shortages in the

industries that require a high degree of labor intensity than other firms. In other words, those companies need to take various steps to

help employees unwind and refresh themselves through the recovery experiences. )

\

Relationship between recovery experience(good or poor) and fulfillment at work,
stress and fatigue, and labour productivity
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Source: The left figure is prepared using Shimazu (2014), etc. as a reference. The middle and right figures are prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc.
(Company Questionnaire/Regular Employee Questionnaire)”’ (2019), The Japan Institute for Labour Policy and Training
(Notes) 1) “High labour intense companies with labour shortage” refers to, of companies that answered “Significant shortage” or “Slight shortage” for their regular employees, those that answered “Always feel” or “Frequently feel”
to the question item on the awareness about their regular employees’ primary work (excluding side jobs) whether they are “Working at a high speed at least for half the working hours”.
2) The middle and right figures show the difference between the “Score of those who answered that they have been able to have recovery experiences (how to rest)” and the “Score of those who answered that they have
been unable to have recovery experiences (how to rest)” for “WE score”, “excessive stress/fatigue during work”, and “individual labour productivity”. Refer to the Note on page 20 for the calculation method of “WE
score”, Notes 1) on page 25 for the calculation method of the scores for “Excessive stress/fatigue during work”, and Notes 1) on page 23 for the calculation method of the scores for “Individual labour productivity”. 36



— How workers in Japan spend their time outside of work (recovery experiences) —

The chart on the left shows that 33.9% of respondents say that they find it difficult to psychologically detach themselves from work, or
cannot stop thinking about work even during leisure time. This means that the percentage of the people who have achieved
“psychological detachment” is lower than that of those who have achieved “relax” and “control” of the four recovery experiences.

The two charts from the right suggest that men and those in their 30s to 50s find it difficult to detach themselves from work, relax during
leisure time and feel in control of their schedule. The figures also show that women and young people attain fewer mastery
experiences.

Percentage of those who have been able to have recovery

experiences (By sex and age)
(%)
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Company Questionnaire/Regular Employee Questionnaire)” (2019),
The Japan Institute for Labour Policy and Training

(Note) “Able (Unable) to do” in the figure indicates the total of “Always able to do (Unable to do at all)” and “More likely able (unable) to do”.
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— Setting boundaries between work and leisure time (boundary management) —

Those who think they are good at drawing boundaries between work and leisure time feel more fulfilled at work than those failing to do so.
There are things that people who are good at boundary management and feel fulfilled at work keep in mind. One of them is to spend time with

family and friends. They are also making job-related efforts such as developing self-management skills, having co-workers who they can
share their personal life with and carrying out their duties according to a plan.
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Source: Prepared based on individual questionnaires of “Survey on Current Status of Labour Shortage and Work styles, etc. (Regular Employee Questionnaire)” (2019), The Japan Institute for Labour Policy and Training
(Notes) 1) “Able (Unable) to do” in the figure indicates the total of “Always able to do (Unable to do at all)” and “More likely able (unable) to do”.
2) The middle figure shows the results of answers given to the question asking to select applicable choices.
3) “Those with high work engagement” (WE) refers to those with the WE score of 4.5 or higher, and “those with low work engagement” (WE) refers to those with the WE score of 3.0 or lower.
4) The right figure shows the difference between the “Implementation rate for those with high work engagement (WE)” and the “Implementation rate for those with low work engagement (WE)” regarding the
“Implementation rate of efforts to manage boundary between work and leisure time”. 38



— Reference: Efforts to increase employee fulfillment at work —

Fostering a friendly
human relationship
and smooth
communications in
the workplace

O The company holds casual one-on-one meetings between a manager and an employee at least once a
month. This has helped increase employee fulfillment and reduce turnover rates significantly. [Metal
manufacturing/wholesale company (65 employees)]

O Leaders’ efforts for a better communication with their team members have helped create a collaborative
team environment and increase fulfilment among team members. [IT company (477 employees)]

Reducing working
hours and providing
flexible work-style
options

O Since the company introduced a vacation program that encourages employees to take three
consecutive days off in the summer months, 90% of them have taken the vacation. The program has given
employees time to refresh themselves. It has also helped develop team commitment and increase
employee fulfillment. [IT-related (477 employees)]

OThe company’s effort to promote teleworking has contributed to reducing operating costs and improving
human resource efficiency. It has also helped reduce physical and mental burden on employees and
allowed them to spend more time with their family and friends. Employees make positive comments about
the effort such as, “ we can better concentrate on work.” [Electrical equipment-related (39 employees)]

Giving more
discretion to
employees

O The company is taking steps to give managers more authorities and discretion although it has taken a
top-down management approach for more than 100 years. This is because the company believes that

nurturing future leaders who are capable of making right decisions will make the organizational structure
stronger in this rapidly changing business environment.[Metal manufacturing/wholesale (65 employees)]

O The company holds workshops for all employees, giving them more discretion: for instance, the firm
adopts the best project idea in the workshops and use it for a new business. [Marketing (53 employees)]

* Excerpt from examples presented in the column of the White Paper.

39



