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FBOEW [HY RF v AHSBEICHEITT]
HE
Mary C. Brinton

Brinton : Today I am going to talk about second-chance labor markets not only for
women, but also for men. In fact, I am going to argue that second-chance labor

markets are very important for both sexes.

We can think of second-chance labor markets in two different ways. The first
definition presumes that someone has left the labor market and is coming back in.
The second definition, which is the one I will mainly be talking about, is a different
kind of second-chance labor market: a labor market where people can move across
companies. This second type of labor market is a way that both men and women can
get a second-chance. I predict that until there is a more mobile labor market such as

this in Japan, it is going to be very hard for women to do well.

Today I bring good news and bad news. The bad news is that labor market institutions
in Japan need to change. Why is this bad news? Because it is very difficult to change
institutions anywhere, including in Japan. The good news is that to the extent that
Japanese labor market institutions can change and there can be a stronger second-
chance labor market, both men and women will have more opportunity to change jobs.
My argument is that everyone will be better off. Families will also be much better off,

and the birth rate will rise.

Professor Osawa asked me to think about what a second-chance labor market is, and
how the structure of the labor market either sustains or helps break down gender
inequality. Another question is why a second-chance labor market is especially
important for mothers. That is what many of the discussions at this conference have
been about: that it is very important for mothers to be able to go back into the labor

market and get good jobs.

Professor Osawa also asked me to speak a bit how gender inequality in the American
labor market began to break down over time. I will talk a bit about that, and about
how policy can address the labor market rigidities in Japan that penalize workers’
mobility across firms. Those rigidities also, of course, penalize women who try to come
back into the labor market after an absence. In my remarks I will also continue to
emphasize how a second-chance labor market can benefit men as well as women.

Finally, I will discuss what individuals can do to build their own “portable human
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capital,” because that is a way for individuals to try to make themselves more

marketable and more mobile, to move in and out of the labor market and across firms.

To begin, it is well-known that Japan has a very unusual labor market structure
among advanced industrial countries. Japan has the highest proportion of men who
have been in their company for more than 20 years. The U.S. is at the other extreme
in terms of labor market structure. In the U.S. we have many more men who have
been in jobs for less than one year, and very few men who stay in jobs for more than
20 years. Many European countries are in the middle, having slightly more flexible

(more mobile) labor markets than Japan but not as flexible as in the U.S.

Another way of looking at this is that in Japan, the average length that a man stays
in his job is 13 years. (This is the average across men of all ages.) For Greece the time
span is also very long. For the U.S. it is very short. Again, this shows that there is a
real contrast across countries in the amount of interfirm mobility in the labor market.
It is also striking that among all the countries listed in the chart, Japan has the
biggest difference between the length of time that men and women stay in a job. The
ratio of 1.6 represents how much longer Japanese men stay in jobs on average than
women do. This ratio is much lower in the U.S. This is especially important, as so
many Japanese companies factor seniority heavily into the wages they pay their
employees. The large gender difference in seniority in Japan therefore penalizes

women economically.

There are a number of economic reasons why developing more of a second-chance
labor market is important not only for individuals but also for the health of an
economy. First, the overall distribution of workers in the Japanese economy is not at
the most productive equilibrium. Why? Because people cannot change jobs very easily
as they themselves change over the lifespan. Japanese workers, especially men, face
very negative incentives to move. Also, there is a very strong barrier between irregular
and regular workers, and this is regular-irregular distinction does not exist in the
United States. The distinction exists in Japan and in Southern European countries,
which have what are called “insider-outsider” labor markets, but it is a very distinct
structure that is not common across post-industrial societies. This immobility across
different employment types also makes it difficult for labor to be allocated across the

economy in the most efficient and productive way.

The next graph shows that since 1980, the labor share of national income in Japan

has gone up dramatically. As Professor Yashiro has explained, when companies are
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legally restricted in laying off regular workers, as in Japan, they have to keep regular
workers even when the economy goes into recession. But this is not necessarily
economically productive. As Japan has gone through long recessions in the last 20
years, companies have had to keep their protected regular workers, even if they are
not being used in the most productive way. They are not using them to maximum
capacity, and the share of income that goes to labor has become very high. In the U.S,,
the labor share of income has remained quite steady over the years, because
companies can shed some of their labor if the firm does not have enough work for
them to do. That labor can then move to other places in the economy, which results in

greater overall efficiency.

Of course, we also know what's happening to Japan's age distribution. In the early
post-WWII period, Japan had abundant labor. Men could graduate from high school or
university and have a very high chance of getting a regular job, and these workers
were distributed across many companies. Now, Japan is rapidly moving into a
situation where there is going to be a labor shortage. Already, there are not enough
young workers. When you have a much smaller pool of human capital, as is becoming
the case in Japan, then if you have workers going into firms and committing
themselves to those firms across their lifespans, this may not be the most productive
way of allocating those very valuable workers across the economy. Might it not be
better if they could move around in the labor market to more productive sectors, if
some sectors of the economy are less productive and others are becoming more
productive? But if the current situation continues and the disincentives of leaving one’
s company are so high, workers will stay in their firms. This is related to many legal

conditions in Japan which support this type of labor market structure.

Some of the things that need to be changed in Japan are, for instance, the pension
system in large companies that makes it very advantageous for a regular male worker
to stay in the firm for decades. This makes it economically irrational for such workers
to move to another firm, because they will lose their lump-sum retirement payment.
The tax system is also a problem. As is well-known, it is not always economically
rational for a Japanese wife to work very many hours or to earn much income because
of the tax laws and pension system with regard to dependent spouses. These depress
the incentives for married women to fully utilize their human capital and contribute
to the economy. This is becoming more and more important for the Japanese economy,
because Japan is not going to have enough workers with high human capital.

Japanese women are as educated as Japanese men now. So it is clear that having 60%
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of Japanese mothers out of the labor force when they have their first child is not

economically efficient for the economy.

In sum, the labor and tax laws and the male breadwinner system and ideology that
support these laws continue to create incentives that affect men's and women's
behaviors and to make it ultimately very difficult for Japanese women to develop
careers. Now we will turn to the issue of marriage and childbearing. As we know, the
rate at which young women in Japan are not getting married is extraordinarily high.
It is higher than Korea, where this rate has also been rising, and it is much higher
than in the U.S. We do not have a “non-marriage problem” in the U.S. among highly
educated women. There are many reasons why a considerable number of Japanese
women are delaying marriage or not getting married at all. Certainly the fundamental
incompatibility between work and family is one of those reasons. In most post-
industrial countries, we see people getting married later and later, but in very few
countries are people staying unmarried to the extent that they are doing so in Japan

these days.

This change has happened quite quickly in Japan. It is a completely different
situation compared to 20 or 30 years ago, when virtually everyone married. The
demographic impact of work-family incompatibility has been very strong. We all know
that if you look at international statistics, Japanese men and Korean men are at the
bottom in terms of how much time per week they devote to housework and childcare.
But before we say disparaging things about how uncooperative Japanese men are, we

have to think once more about the incentives.

If Japanese men are in “good” jobs in large firms, their incentive is to do what the
employer tells them to do, so that they can have promotional possibilities and raise
their earnings over their lifecycle. Employers would not have so much power over
workers’ lives if workers had the option to go out and look for another job that is just

is good or maybe better in a different firm.

I have an interesting experience when I come to Japan and talk to people working for
large firms. Some of them are very happy and some of them are quite miserable. It is
somewhat different in the United States. This is not due to a difference in personality
between Japanese and American workers. It is because of the fact that if American
workers with high human capital become very unhappy in their jobs, they will try to
find another job, and they will not be penalized by social norms for doing that.

Perhaps they won't be able to find another job that is just as good, and in that case
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they will stay with the firm. But the fact that they have the possibility of moving to
another firm gives their employer less power to tell them that they have to work many
more hours and accept transfers to other parts of the country at very short notice.
These conditions would be considered very unusual in the U.S. Workers who are
talented and confident of their skills have the option of thinking about moving to
another company. This gives them more power to refuse unreasonable working

conditions.

It is also the case that organizations themselves can benefit from individuals having
greater mobility in the labor market. Here, I will give an example from my tiny corner
of the world, at Harvard University. I was hired at Harvard in mid-career, coming
from my teaching position at Cornell. At about the same time, two professors were
hired into my department at Harvard from Princeton, and another one from the
University of Chicago (where I used to be, before I went to Cornell). So all of a sudden,
in a small department with only about 12 senior professors, four of us had come in
from the outside. We didn't know much of anything about Harvard. Harvard is a very
traditional institution, but for the first few years after we were hired, I noticed that it
often happened in faculty meetings that someone would say, "Well, at the University
of Chicago we did it this way. This is how we solved this kind of problem.” Or, “At
Princeton when we faced this kind of problem, we did this." I had come from Chicago
and Cornell, so I would talk about those institutions. As a result of the input from
other institutions, we changed things about our department culture and about our
graduate program, because we were getting new ideas from other places. Our
institution, Harvard, was getting new ideas from other elite institutions. This
promoted very good organizational change, as new perspectives were being brought in.
Obviously, we were hired from the outside and we were already highly respected, so
we could have our voice heard at the table. This can really create change in the
culture of an organization. Those small changes are very healthy, as they keep an
organization refreshed and alive. So in summary, when there is more mobility of
workers across firms (or universities), there is a positive benefit not only for

individuals but also for organizations.

Of course, many of the things I have discussed with regard to Japanese employment
conditions are relevant mainly for Japanese men in regular employment. But if
Japanese men had more options, women would have many more options as well. This
would naturally follow, because if you have a labor market where it is not a terrible

thing to move across jobs, it is much more natural for employers to accept people who
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leave the labor market for several years and come back in, as many women do. It

becomes more normal for everyone—women AND men—to change jobs.

Without the greater mobility of Japanese men across firms, it is very difficult for me to
see how women will not continue to be discriminated against when they leave the
labor market and come back in. This is because the idea of the “ideal worker” as the
worker that stays in one firm for a long time will remain. Also, if Japanese men had
more power vis-a-vis their employers and were able to think of themselves as
employees who could possibly move to another company, they might be able to leave

work a little earlier in the evening and get home in time to do more at home.

So this is why I don't want to be too mean to Japanese men! They are working under
very serious constraints. It may or may not be their preference to stay at the office
until late at night, and we cannot know their preferences unless they have more

flexibility and more opportunity to exercise choice.

Now I will show a chart constructed by Professor Nobuko Nagase, who conducted a
survey that asked about the working hours and the time of leaving the office at the
end of the day for U.S. married women, U.S. married men, Japanese single women,
Japanese married women, and Japanese married men. When Professor Nagase
showed me this graph about a year and a half ago, she said, "Mary, don't you think
there is a mistake here?" As you can see, the most common time of day for American
married men and women to leave the office is around 5 o'clock. Professor Nagase was
worried that there might be an error in the data. How could American workers,
especially married men, be leaving the office at 5 or 6 o'clock? I replied, “No. This looks
completely reasonable. This is accurate.” Single women in Japan also leave work later
than American married men and women, at 6 or 7 o'clock. Married women in Japan
are leaving at 5 or 6, and married men in Japan are leaving the office later than

everyone else—such as 9 o'clock at night, 10 o'clock at night, 11 o'clock at night, etc.

This is called gender inequality! These men cannot get home and take care of their
children or do housework. So this perpetuates a highly specialized division of labor at
home, which makes it very difficult for women to have careers in Japan, because they
can't be in two places at once in the office and taking care of their children. I found it
striking that most of the discussion up until this point today has been about women.
What I am arguing to you is that it needs to be about men too. Otherwise, women's
situation is not going to change very much, because these are two halves of the same

issue.
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I have discussed some economic reasons why labor market rigidities are no longer
productive for Japan. I also believe that labor market rigidities are keeping the birth
rate as low as it is in Japan. Not having second-chance labor markets is definitely
keeping men from participating as fully as they could at home, and this is negatively
affecting the birth rate because women have such a heavy work load to accomplish at
home and at work. But making the labor market more flexible is also very important
for the well-being of individuals. Especially for university graduates who have high
human capital, it is important to be able to have more choice to move across firms, or
even to leave the labor market for a few years and come back in and get a job that is

just as good. This will absolutely help people have better work-life balance.

Now, I want to show you some figures from my colleague at Harvard, Professor
Claudia Goldin, who is an economic historian of women. There is a very interesting
data set that she has put together about the characteristics of jobs and the gender
earnings ratio in the U.S. She has specified the occupations where women earn the
least and the most compared to men. Women earn the least compared to men if they
are finance or insurance specialists, physicians and surgeons, very high-ranking sales
representatives for bonds and stocks, and so forth. The common characteristic of these
occupations is that earnings increase almost exponentially as you put in more hours.
The longer are the hours you work, the greater the speed of your earnings increase.
Now, this is similar to white-collar jobs in large Japanese firms. The two
characteristics of these types of jobs are that workers get a big boost in earnings if
they work very long hours, and that these jobs operate on the principle that the

worker is not replaceable by another worker.

Let us say you are working with clients, such as in financial consulting. These are jobs
that are called client-facing jobs. If you are not available, the clients are not happy. So
this creates a constraint on the firm, as that worker has to be available all the time.
Obviously, this is not a good situation for a mother of a young child it is impossible.

I think there is an analogy to the Japanese concept of firm-specific skills and to the
Japanese practice that you need to stay at work as long as possible, because you are
not replaceable. You can't have somebody else take over that work. These types of
work arrangements are very detrimental to women's earnings. In contrast, in jobs
such as human resource managers and budget analysts, women make on average 90%
of what men make. People in these jobs are somewhat more replaceable or
substitutable in an organization. Also, in science and technology industries and

occupations, women also tend to earn incomes that are closer to what men earn. In
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many of these occupations, whether you are working by yourself or in a team, your
work may be substitutable by someone else. You can also have some control in these
occupations over when you do your work during the day, so there is more flexibility.
Another point is that some skills such as those used in engineering are quite portable
or transferable across companies; they are not firm-specific. Men's and women’s
earnings are almost the same in these kinds of occupations. I think this gives us a lot
of clues about how work can be structured so that women can earn close to what men

earn.

As is well-known, Japanese women's earnings are much higher when they work for a
foreign-owned firm in Japan than when they work for a domestically-owned firm.
According to a paper published a few years ago, a job change from a foreign-owned
firm in Japan to another foreign-owned firm does not significantly affect your
earnings; this is true for both men and women. If you work in a foreign-owned firm
you may be able to move to another such firm, and even though you don't get a lump-
sum pension payment at the end, you get better earnings and you don't get penalized
for moving around in the labor market during your career. It would be helpful if Japan
developed a system of portable pensions in Japanese companies, where you can take

your retirement funds with you when you change firms.

I would urge the younger generation push for institutional change in Japanese labor
law. Right now it is very difficult for Japanese employers legally to fire workers.
Making it more clear how they can do that will create a more mobile labor market.
Also, income tax laws, the pension system, and social security rules need to be
modified to encourage and support dual-earner households. Such households are
already the majority in Japan—male-breadwinner households are not. But tax laws
and social security and pension rules have not changed to reflect the new reality of

households.

Finally, at the individual level, I would argue that women need to develop their
portable skills. What are portable skills? One example is speaking English well, which
will be very helpful in a global economy. In some of the earlier presentations today
there was also reference to discussion skills and negotiation skills. Discussing things
with your co-workers, reaching consensus, and developing agreement are very
valuable skills for organizations to have in their employees. Also, a good working
knowledge of mathematics and statistics will be helpful to women. This suggestion is

based partly on the fact that there is a very good gender earnings ratio in engineering,
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which obviously requires a lot of math and statistics. It is also important for women to
have a long time horizon when they think about their work lives. When Professor
Osawa asked me to come and speak, I wanted very much to have a long, long list of
what individual women can do to develop their work lives. But actually, I don't have a
very long list. I went back and reread some of the economic literature in the U.S., and
realized that women were changing as the labor market was changing. One of the
things that happened in the 1970's and 1980's in the U.S. was that women started to
have what we call a longer time horizon about their careers. But it wasn't just that
American women were doing that the structure of the labor market made it rational
for them to do that, as firms were rewarding women's high human capital. In fact, my
colleague Professor Claudia Goldin found that women who graduated from elite
universities in the United States as long as 30 years ago spent almost no time out of
the labor force. They didn't leave the labor force for many years and then come back in
when their children were much older. Instead, they stayed in the labor force; they
formed a long time horizon when they were studying at college, and tried to think

ahead to their entire work life.

So, even 30 years ago, highly-educated American women were not thinking, “I am
going to leave work during the years I am raising my kids, and then come back in.”
Instead, these high-human capital women were thinking, "I am going to work
continuously, and I am going to raise kids at the same time." Their long time horizon
was very important for the gains that American women have been able to make over
these decades. Now I am hoping that not only Japanese people, but Americans as well
will push for labor market reforms that will make everyone’'s work lives more
enjoyable, and make work and family more possible not just for women but also for

men. Thank you.
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