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ABSTRACT

Japan’s population decline is destabilising the national labour market. In response to the
demographic threat, in April 2019 the Japanese Ministry of Justice officially introduced the new
Specified Skilled Worker policy. This ‘temporary’ labour migration programme was designed to
alleviate the domestic labour shortage by intensifying the acquisition of global human resources.
Yet whether this political measure is capable of reducing the deficit remains to be seen. By
reviewing the government’s prior and current labour supply strategies, this study aims to assess
the policy’s potential to contribute to the consolidation of the national employment market. By
highlighting structural deficiencies and proposing some reforms, this article seeks to ignite a
public debate about the need to revise the current Specified Skilled Worker policy in an attempt
to halt the decay of Japan’s labour market.

Keywords: Demographic Change; Labour Economics; Labour Market; Labour Supply;
Migration Policy

1. Introduction

Japan appears to remain loyal to its state philosophy of ‘almost completely’ closed borders. On
March 18, 2020, at the onset of the COVID-19 pandemic, Japan abruptly closed its frontiers
(Ministry of Foreign Affairs (MOFA) 2020). What followed was the establishment of a modern
iron curtain: an entrance ban that prevented nearly every non-native person from entering the
country. It took more than two years until the government, led by prime minister Kishida Fumio,
decided to allow foreign citizens again to relocate to Japan. The exclusion of foreigners was
politically justified by the desire and responsibility of the government to safeguard the health and
lives of Japanese citizens, in line with the credo of the country’s ruling political faction, the
Liberal Democratic Party (LDP) (2018, para. 1) of ‘the responsibility to protect Japan’. During
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the pandemic, however, the government placed no restrictions on the transnational mobility of
Japanese people. The international community became increasingly vocal in its condemnation of
the government’s inconsistent and disproportionate inhibitory border policy. As a consequence,
Japan suffered severe reputational damage, being again branded as a ‘foreigner unfriendly’
country (see Yokoe, 2022). The Soviet Union's and Japan's ‘iron curtains’ had one common
feature: they severely and permanently damaged the idea of transnational solidarity and
cooperation. While the COVID-19 pandemic could be considered as special circumstances, it is
precisely during such times that a country’s political discourse reveals its essence through the
divulgence of its lived values and principles. The onset of the pandemic was a crucial moment as
it compelled policymakers to choose between cultivating multilateralism and embracing
isolationism. To the dismay of the transnational community, the policymakers chose the latter.
This policy gave Japan the reputation of being an internationally inhospitable country at a time
when it was formulating policies to increase its attractiveness as a migration destination to
alleviate its labour shortage.

Section 2 of this article provides an overview of the current demographic transformation of
Japanese society and its effect on the constitution of the domestic labour market. After outlining
the extent and expected trajectory of the national human resource deficit, section 3 discusses the
countermeasures conducted in the era of the former prime minster Abe Shinzo, focusing on the
research and development (R&D) of new robot technologies. Section 4 briefly elaborates the
history and framework of Japan’s modern immigration policies, namely the Technical Intern
Training Program (TITP) and the Specified Skilled Worker (SSW) status of residence. Section 5
consists of a critical assessment of the SSW policy as a potential solution to the national labour
shortage. In an attempt to identify shortcomings and propose reforms, the labour migration
policy is evaluated on the basis of three factors: acquisition capacity, anti-attrition capacity and
sustainability capacity. The article ends with a brief conclusion and an outlook on Japan’s
potential economic development.

2. Progression of the Demographic Shift

Japan is presently confronted with two major social challenges. First, its population is rapidly
ageing, with Japan known as a ‘super-aged society’, one in which more than 20% of the
population is 65 years or older (UN in Koohsari et al., 2018, p.2). The Statistics Bureau of Japan
(SBJ) estimated the proportion of peopleaged 65 years or older in Japan’s populationto be
28.8% in 2020, with the proportion predicted to reach 38.1% in 2060 (MIC, 2020). Second,
Japan’s birth rate has declined drastically over the past decades. According to natality statistics
provided by the Japanese Ministry of Health Labour and Welfare (MHLW), the total fertility
rate (TFR) of the country has decreased from 4.32 in 1949 to a critical 1.36 in 2019 (MHLW,
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2021)%. The ministry paints an even bleaker picture, forecasting a further deterioration of the
TFR in future (MHLW, 2021). A decline in the fertility rate negatively affects the overall
population growth. According to projections of the Japanese National Institute of Population and
Social Security Research (IPSS), the country’s population will decrease from over 127 million in
2015 to approximately 88 million in 2065 (IPSS, 2017). Many modern societies are facing the
risk of diminished vitality due to demographic changes. As a result of the above-mentioned
changes, in 2019, the country recorded one birth every 36 seconds but one death every 23
seconds (MHLW, 2021). In other words, death is outpacing life. As a consequence, the country
is now caught in the momentum of a so-called shrinking society. In a vigorous society, the
ageing of the population is naturally compensated by the birth of new members, resulting in a
healthy balance between younger and older people. However, Japan’s social equilibrium has
been lost, along with the functionality of this control mechanism. The ageing and shrinking of
society has led to the unsaturation of the national human capital market. In other words, the
country is currently facing a severe labour shortage (e.g., Jones & Seitani, 2019). Although there
is no universal definition among economists, Barnow et al. (2013, p.3) define a labour shortage
as ‘a sustained market disequilibrium between supply and demand in which the quantity of
workers demanded exceeds the supply available and willing to work at a particular wage and
working conditions at a particular place and point in time’. In 2018, the national labour force
deficit reached 40%, with a further deterioration expected (MHLW, 2019). The declining
workforce is facing an increased burden in maintaining the functionality of the social order.
According to a supply and demand study conducted by Japan International Cooperation Agency
(JICA) and partners, the country will need around 6.74 million foreign workers by 2040 to
ensure that it has a sufficient workforce to meet its labour requirements (JICA, 2022). Any
attempt to increase the labour force through immigration will be made more difficult by the
demographic transition to a shrinking population being not just a phenomenon limited to Japan,
but rather a global one. International job vacancy rate statistics reveal that numerous
industrialised nations are currently confronting labour shortages (Statista, 2022). From an
economic perspective, this leads directly to the correlating relationship between supply and
demand. At some point, the increasing demand for foreign human capital will unavoidably
exceed the limited international supply, which will stimulate global rivalry. In the near future,
Japan will thus face stronger international competition for foreign human resources. The
country’s historical aversion towards multi-culturalism (e.g., Morita, 2015), however, suggests,
that Japan will be at a competitive disadvantage.

! According to OECD (2022), the ‘fertility replacement rate' is around 2.1 children per woman.
Reaching this level of fecundity would allow the constant renewal of the population, thus
equilibrating society.
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2.1 Policies in the Era of Abenomics

Japan’s lack of domestic human capital has long been recognised, and attempts have already
been made to address the problem. Former president Abe Shinzo tried to solve the labour
shortage by relying on the country’s domestic resources, namely women and elderly people. The
idea was simple: revitalise the national economy by creating an environment which promotes the
integration of female and senior citizens into the labour market. In 2016, within the framework
of the government’s quest for economic development, it officially introduced the ‘Plan to Realize
the Dynamic Engagement of All Citizens’. This policy package involved the introduction of
three measures to revitalise the labour market, officially pronounced as the ‘new three arrows’ of
‘Abenomics’?. First, stimulate the national economy by conducting various work-style-reforms
to create a ‘robust economy that gives rise to hope’ and raise the GDP to 600 trillion yen
(Cabinet Office, n.d.a, p.5). Second, provide so-called ‘dream-weaving childcare supports’
(Cabinet Office, n.d.a, p.5) with the aim of raising the national birth rate to 1.8. Third, improve
the nursing care system to reduce the depreciation of human capital from the market, officially
described as an act of creating ‘social security that provides reassurance’ (Cabinet Office, n.d.a,
p.5). A closer look at the statistics reveals that during Abe’s premiership (2012-2020), the
female participation rate in the labour force slightly increased from 42.2% to 44.3% (MHLW,
2020). A similar trend can be seen in the participation rate in the labour force of elderly people
(65 years or older), which increased for nine consecutive years, from 19.4% to 25.1% (SBJ,
2021). However, as has been elaborated elsewhere (e.g., Yoshino & Taghizadeh-Hesary, 2014),
it is not possible to state with certainty whether these positive changes were solely a result of the
policies of Abe’s government or due to other factors. Nonetheless, while the data only function
as an indicator, Abe’s efforts to improve the labour market were based on legitimate
grounds. Both women and elderly people have been significantly underutilised and therefore
represented an opportunity for the labour market3. While the increase in the participation rate
represented a positive development, the growth rate was minimal and therefore did not meet the
rising national demand. The labour market reforms of Abenomics might have delayed the
aggravation of the workforce scarcity, but they were unable to stabilise the labour market.

2.2 Robotics and Society 5.0

While national human resources may be limited, robotic ones are still plentiful. In recent years,

2The term 'Abenomics' describes the economic policy measures conducted under the political leadership of
former Prime Minister Abe Shinzo.

3According to a labour survey conducted by the Japanese Ministry of Internal Affairs and Communications (MIC)
in 2018, approximately 2.37 million women in Japan had a desire to work but were unemployed or engaged in
job-seeking measures (Gender Equality Bureau Cabinet Office, 2019).
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there has been an upsurge in investment in robot technology R&D. In 2019, the Japanese
government spent around 351 million US dollars onresearch projects related to robotics,
automatisation and Al (IFR, 2020). By 2020, Japan had become the largest robot manufacturer in
the world, providing 45% of the global supply of industrial robots (IFR, 2022). In addition to
being the major supplier in the global market, Japan is now the third most automated nation in
the world, having a density of 364 installed robots per 10,000 employees in the manufacturing
industry (IFR, 2021).

Wilson (2019) wrote once an article titled ‘Are robots finally getting a good reputation?’ In the
case of Japan, this question has long ceased to arise. As a result of the country’s popular culture,
pioneered by manga and anime such as Astro Boy (1952), Doraemon (1969) and Mobile Suit
Gundam (1979), Japanese people have a broadly positive opinion of robotics (see Bartneck & Hu,
2004; Krebs, 2006; Nakao, 2014). Therefore, it was unsurprising that the authorities would jump
on the robotic bandwagon. In 2015, as part of the ‘5th Science and Technology Basic Plan’, the
Japanese government officially introduced a new societal concept called ‘Society 5.0°, which
was described as ‘[a] human-centered society that balances economic advancement with the
resolution of social problems by a system that highly integrates cyberspace and physical space’
(Cabinet Office, n.d.b, para. 1). The idea behind the ‘super smart society’ was simple: satisfy the
demand for human capital with robot capital. One year later, the Ministry of Economics, Trade
and Industry (METI) launched the ‘Robots for Everyone Project’, a call for new innovative
thoughts and ideas about how to best utilise robots in the service industry (METI, 2016). This
approach intended to explore the potential future usage of Japan’s smart robotics industry for
tackling the socio-economic challenges of the country.

Essentially, the use of robotic technology offers two viable strategies when addressing the labour
force shortage: complementation and substitution (see Kitahara &Shinozaki, 2019; Schwabe &
Castellacci, 2020). Cooperation between robots and humans, sometimes referred to as ‘co-robo-
ration’ (METI 2014) can reduce job workloads. This measure would thus minimise or even
eliminate the necessity of further human capital acquisition. For example, bionic suits and
exoskeletons are already used to support workers in physical heavy work (Yuet al., 2015),
whereas nursing care assistance robots such as Terapio (Terashimaet al., 2014) have been
introduced in hospitals to help medical staff with everyday tasks. Secom Robot X2, in contrast,
patrols alongside human security guards at Kansai International Airport to improve security
(Kansai International Airport, 2021).

In some industries, automation may even eliminate the demand for human capital. Frey and
Osborne (2016) estimated that about 49% of jobs in Japan could be automated due to the
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progress in machine learning and robotics*. Occupations characterised by routine tasks are
particularly at risk of being lost to technology worldwide (see de Vries et al., 2020). This
represents an opportunity to contribute to solve the labour shortage since low-skilled workers are
currently in particularly high demand. Examples of almost fully automated projects include the
construction of a dam almost entirely using robots by the Japanese company Obayashi
Corporation (Tao, 2020), the development of a prototype warehouse operating almost
exclusively by autonomous mobile robots by the firms Konoike Transport and OSARO (OSARO,
2022), and the recent opening of a fully automated Al coffee shop called Root C in Tokyo
(Nagase, 2021).

Economists widely agree that the autonomous evolution of the high-technology sector has a
significant impact on the labour market, such as the labour productivity (e.g., Fernando et al.,
2016; Kromann et al., 2020; Eder et al., 2022), the wage rate (e.g., DeCanio, 2016; Barth et al.,
2020) and the employment rate (e.g., Acemoglu & Restrepo, 2020; Kudoh & Miyamoto, 2021).
Graetz and Michaels (2018) analysed a panel dataset of 17 selected countries and discovered that
the increased use of robots is not associated with a significant deterioration of the employment
rate. The study emphasised, however, that the increased use of robots decreases the number of
hours worked by low-skilled and middle-skilled workers. Chiacchio et al. (2018) assessed the
European industrial labour market and estimated that one additional robot unit per thousand
workers reduces the employment rate by 0.16 to 0.20 percentage points. Acemoglu and Restrepo
(2020) analysed the US local labour market and concluded that one extra robot unit per thousand
workers reduces the employment to population ratio by approximately 0.20 percentage points. In
the case of Japan, the lack of empirically supported multivariate analyses makes a statistical
assessment of the real effect of robotisation on the constitution of the labour market difficult.
However, a few studies (e.g., Adachi et al., 2020; Dekle, 2020) indicate that Japan’s employment
sector could also benefit from advances in automation.

While the robot revolution has accelerated since the 1950s, automation and Al systems are still
in a relatively early stage of development. High-technology usage has merely ushered in an era
in which the collaboration between humans and robots has become feasible. The substituting
automation of robotics, on the other hand, mainly remains a non-viable option. Although the
possibilities of robotics seem almost limitless, there is still a gap between theoretical capabilities
and practical applications. Due to the existence of limitations (see Grau et al., 2020; Dzedzickis

“Note that there is little agreement about the proportion of jobs at risk of automation in Japan (see
Arntz et al.,, 2016; David, 2017; Horii & Sakurai, 2020; OECD, 2021). While robotics might
eliminate certain occupations, it will concurrently create new job opportunities (see Parschau &
Hauge, 2020; Badet, 2021).
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et al.,2022; Arents & Greitans, 2022), the market deployment of mechanical labour forces alone
does not yet provide an adequate solution to the national labour deficit.

3. Japan’s Modern Immigration Policies

This section gives a brief historical outline of the development of labour migration policy in
Japan. In 1993, the Japanese government established the TITP. It was advertised as a plan of
action aiming to promote the international transfer of skills, technologies and knowledge
(Japanese International Trainee and Skilled Worker Organization, n.d., para. 1): a ‘benevolent
act’ of fostering foreign human resources in Japan, which in return could later be used to
contribute to the development of the countries of the workers. At present, the TITP allows
immigrants to work for up to 5 years and choose between 146 types of jobs in 82 occupational
sectors.

Figure lindicates the success of the scheme: between 2012 to 2022, the number of technical
interns working in Japan more than doubled from 134,228 to 343,254, with a maximum of
402,356 workers in 2020 (Immigration Services Agency of Japan (ISA), 2022a).

Number of Technical Interns Residing in Japan
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Figure 1. Number of Technical Interns Residing in Japan. Figures from ISA (2022a).

This policy is still the most important strategy in Japan’s system of foreign human resource
management, since it provides a significant share of the country’s external labour force. To
provide some context, in 2020 technical interns made up approximately 23.3% of Japan’s active
foreign labour force (ISA, 2022a). However, the TITP has also shown some critical weaknesses.
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Over the years, the programme has on multiple occasions been subjected to public criticism
about human rights issues and labour law violations (see Ford, 2020; Yoshikawa, 2022). In 2016,
the Japanese government officially reported that 70.6% of the Japanese companies supervising
TITP trainees were violating labour laws (MHLW, 2016). These violations include the
infringement of work time regulations, unpaid wages and the lack of occupational safety
measures. In many cases, technical interns have found themselves forced to abandon their jobs
and quietly leave the country (Chonlaworn, 2021, p.43). To illustrate the extent of abuses,
according to ISA, between 2013 and the first half of 2022, 61,061 technical interns went missing
(ISA, 2022b). In addition, 171 interns are reported to have died between 2012 and 2017 as a
result of their employment conditions (Pollmann, 2020). In essence, the interim record of the
labour migration policy remains ambivalent, both providing the domestic market with a
significant number of external labourers and raising international concerns about Japan’s labour
practices (e.g., Yazawa, 2021). As a result, policymakers were pressured to embark on a new
labour supply strategy. In April 2019, the Japanese government officially introduced the SSW
visa system. ISA states that the‘ Specified Skilled Worker is a status of residence created to give
foreign nationals more opportunities to work in Japan’ (ISA, n.d., p.1). This policy was planned
to be the successor of the previous controversial TITP. By introducing this new type of visa, it
was expected that the country would attract 345,150 ‘semi-skilled workers’ within the next 5
years (Hamaguchi, 2019). The introduction of this recent migration programme pursued two
political goals: strengthening Japan’s international reputation while supplying the national labour
market with foreign human resources.

The target group of the new residence status is precisely defined. The Japanese MOFA declares
that ‘Those who can work in Japan as an SSW must be over 18 years old in a good health, have
the necessary occupational skills and Japanese language ability to work immediately without
receiving any particular training’ (MOFA, n.d., para. 2). The conciseness of the narrative clearly
indicates the kind of labour migrants the Japanese government seeks to acquire, in essence,
exclusively high-quality foreign human capital. The SSW programme itself is divided into two
different categories: SSW (I) and SSW (II). Applicants are mainly recruited into the former
category, which covers up to 14 occupational sectors, including nursing care, the industrial
machinery industry, the construction industry and the food service industry (ISA, 2022a).
Foreign workers who receive a visa with the SSW (I) residence status must renew their status
every 4 months, every 6 months or every year for up to 5 years in total. After the maximum time
permitted to stay in Japan has been reached, they must return to their home country, and they are
not eligible to receive permanent residency. In addition, the accompaniment of family is
generally not permitted (ISA, 2022a). After 5 years of work, it is possible to upgrade from SSW
() to SSW (II). However, the SSW (Il) residence status is currently only applicable to two
specialised industries: the construction industry and the shipbuilding & ship-related industry
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(ISA, 2022a). Here, the period of stay can be chosen to be 6 months, 1 year, 3 years or
indefinitely renewable. This category also provides a theoretical option for a family reunion (ISA,
2022a). Since the introduction of the SSW programme in April 2019, the number of SSWs
residing in Japan has risen continuously, reaching an all-time high of 173,101 foreign labourers
at the end of June 2023 (Figure 2; ISA, 2023).

Number of Specified Skilled Workers Residing in Japan
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Figure 2. Number of SSWs Residing in Japan. Figures from ISA (2023).

Nonetheless, the labour force acquisition procedure has already fallen far behind schedule.
Linearly extrapolating from the data, the number of foreign human resources obtained should
exceed 200,000 in 2023. The net acquisition of labour will become more difficult as of 2024,
when the first generation of SSW labour migrants reach their 5-year maximum period of stay.
Since the authorities have imposed a high barrier for the transition from SSW (1) to SSW (II)
residency (Endoh, 2021, p.293), the foreign labour migration programme will unavoidably suffer
from a parallel rise in emigration. In summary, despite the promising trend of the SSW scheme,
the increase in unskilled and semi-skilled workers is not expected to keep pace with the
country’s rising demand for new employees.

4. Assessment of the SSW Policy

To discuss the potential of the SSW policy to acquire foreign human resources, it should be
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noted that the Japanese political landscape when the programme was established did not
encourage progressive concepts of immigration. Since its formation in 1955, the LDP has
dominated politics almost continuously (see Kollner, 2006; Umeda, 2019). The political system
and its development based on the de facto one-party rulership of the LDP is therefore often
referred to as the ‘1955 system’. Despite the party’s name, the ‘Liberal” Democratic Party has a
conservative and nationalistic view on politics. The lack of a strong opposition has made post-
war Japanese politics a static affair. Political discourse is currently dominated by the LDP-
Komeito coalition (see House of Councillors, 2022). The present political governance regulates
the framework of the social discourse by promoting a conservative and nationalistic view on
foreign policy. This includes the desire to maintain the ethnically homogeneous essence of the
Japanese state (e.g., Morita, 2015). Regarding the conception of labour migration policies, the
discrepancy between socio-economic needs and political desires subsequently translates into a
deliberate act of self-sabotage. In other words, the two leading parties are walking a tightrope by
trying to solve the labour force shortage through the acquisition of foreign human resources
without acting against their own political values by undermining Japan’s purported homogeneity.
Therefore, the SSW status of residence should essentially be recognised and understood as a
factional compromise, as a political experiment. This legislative problem has resulted in three
deficiencies of the SSW policy.

4.1 Three Deficiencies of the SSW Policy

When conceptualising labour migration governance policies, three domains must be given
particular consideration:

0] The ‘acquisition capacity’: maximising the gain of foreign human resources
(1) The ‘anti-attrition capacity’: minimising the loss of foreign human resources
(1) The ‘sustainability capacity’: establishing a self-perpetuating labour supply mechanism

Several deficiencies become apparent when the labour migration programme is examined in light
of these three capacities.

(1) Restrictive Admission Policy

The substantial number of applications demonstrates that the SSW residence status is still in high
demand. Labour acquisition essentially begins with the design and establishment of a coherent
admission framework to achieve a sufficient and suitable recruitment rate. Therefore, it is first
necessary to consider the proportion of the foreign workforce that has effectively been ‘rejected’
by the admission structures. Table 1 summarises the published data of the responsible skill
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Table 1. Skill Assessment Examination Results 2019- June 2022. Figures from ISA (2022c).

1) 2 ©)
Applicants Unsuccessful Applicants Unsuccessful Applicants
(%)

Manufacturing Industries (3) 2,954 2,552 86.39
Fishery and Aquaculture Industries 377 200 53.05
Accommodation Industry 7,306 3,588 49.11
Auviation Industry 993 456 45.92
Food Service Industry 28,699 12,676 4417
Construction Industry 1,189 459 38.60
Automobile Repair and Maintenance 1,811 681 37.60
Nursing Care 51,035 16,664 32.65
Manufacture of Food and 26,922 6,889 25.59
Beverages
Building Cleaning Management 2,492 590 23.68
Shipbuilding and Ship 58 10 17.24
Machinery
Agriculture 21,457 2,223 10.36

Note: In accordance with the ministerial data presentation, the skill assessment test result of Manufacturing
Industries (3) includes the proficiency examination outcomes of Industrial Machinery Industry, Machine Parts and
Tooling Industries, and Electric, Electronics and Information Industries.

It becomes apparent that the examination process is designed to be strict, representing a major
inhibiting factor that significantly reduces the recruitment rate. In total, from 145,293 applicants,
only 98,305 (67.66%) examinees passed the mandatory skill assessment test (ISA,
2022c¢). The data also reveal a marked variation in the rejection rate among the occupation
sectors, ranging from 10.36% to 86.39%. However, it is not only the skills assessment process,
but also the mandatory language proficiency examination that constitutes the rigorous selection
mechanism. Applicants are required to pass the Japanese-Language Proficiency Test (JLPT)
level N4 or the Japanese Foundation Test for Basic Japanese (JFT-Basic) to qualify for the SSW
residence status. While the lack of valid data makes a statistical analysis of the linguistic
assessment procedure unfeasible, for the Nursing Care Japanese Evaluation Test, the failure rate
was 21.67% between 2019 and 2022 (ISA, 2022d). The relatively high failure rates of applicants
indicate that a substantial quantity of overseas nationals willing to contribute to Japan’s economy
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are being intentionally prevented from joining its labour market by the government. The
acquisition capacity is therefore significantly underutilised.

Nonetheless, the policy makers deserve to be commended. The acquisition of unskilled and
semi-skilled labour under the umbrella phrase ‘Specified Skilled Workers’ transpired to be a
clever political manoeuvre. The name gives policymakers some leeway to ‘justifiably’ increase
the stringency of the acceptance criteria for the programme, whereas in reality, such insistences
on skills are not tenable. Namely, such strict admission requirements are essentially designed to
minimise the host country’s expenses for the acquisition and integration of foreign human capital.
This substantiates the national-centric nature of the SSW visa system. The narrative commonly
used to defend the policy’s strict requirements is based on the assurance of quality workers to
avoid a skill mismatch®. From an economic point of view, this is a valid argument which cannot
be ignored. The financial ramifications of a skill mismatch are far reaching, as they can affect
employees, companies and the economy as a whole (Brunello & Wruuck, 2021, p.1156). A
variety of studies suggest that work incapability leads to a decline in job satisfaction (e.g., Allen
& van der Velden, 2001), which in consequence reduces labour productivity (e.g., Albiol
Sanchez et al., 2015; Velciu, 2017). Skill mismatches are also associated with an increased
employee turnover rate (Bender & Heywood, 2009). Although the government must weigh the
threat of potential ability gaps against the needs of the socio-economic structures of the country,
given the extent of the national labour shortage, upholding the high expectations seems
unreasonable.

Considering the above-presented facts, one feasible proposal to alleviate Japan’s labour shortage
might be to reduce the basic requirements for the SSW programme, namely a readjustment
proportionate to the decline in the national labour market. Research conducted by Barnow et al.
(2013) suggests that reducing the minimum qualifications for a job is a valid method for
counteracting a company’s labour force shortage. In fact, White Paper on the Labour Economy
2019 Summary reports that Japanese companies themselves have already started to lower
application requirements to counteract the country’s labour shortage (MHLW, 2019). Now it is
the politicians' turn to follow the companies' lead.

(11) Insufficient Quality of Integration

We next consider the policy’s anti-attrition capacity. Guest worker programmes are known to
have little concern for migrant worker integration, and the SSW policy is no exception. This is a

°In general, on the micro-level the term ‘skill mismatch’ refers to a discrepancy between the employee’s set of
skills and the employer's expectations (see Pellizzari & Fichen, 2017; McGuinness et al., 2018; Guvenen et al.,
2020), while on the macro-level it indicates a mismatch between the skill supply and demand in a particular
geographic framework (Brunello & Wruuck, 2021).
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crucial issue, since insufficient social assimilation deprives the labour market of foreign human
capital through increased worker attrition, as discussed below. The concept of “immigration with
integration” represents a suitable solution to this problem. The idea behind this approach is to
create a feeling of belongingness: to bind foreign individuals to their new social and occupational
host environment, incentivising them to remain in Japan for the entire term of their permitted
residency. However, what does ‘integration’ actually mean? Many different models and theories
have attempted to conceptualise the assimilation process of immigrants (e.g., Esser, 2001;
Entzinger & Biezeveld, 2003; Penninx & Garcés-Mascarefias, 2016; Spencer & Charsley, 2016).
Entzinger and Biezeveld (2003, pp.19-30) proposed four distinct fields of integration in their
theoretical model: (1) socio-economic integration, (I1) cultural integration, (111) legal and political
integration and (V) attitude of recipient societies. A study conducted by de Haas and Fokkema
(2011) showed that socio-economic integration is particularly strongly associated with reduced
intention of immigrants to return home. Entzinger and Biezeveld (2003, pp.19-25) suggested that
the level of socio-economic assimilation can be measured according to factors such as job type
(income level), housing and residence patterns, level of education and training, and language
competency. The greater the divergence of these factors between immigrants and natives, the
lower the level of socio-economic integration. By assessing the SSW policy, it becomes evident
that the assimilation of foreign workers has low priority. Patterns of social exclusion can be
found in the spatial housing arrangements as well as in the insufficient provision of language and
acculturation training. Migrant workers are also bound to certain occupations in the lower-wage
sector, which limits their labour mobility in Japan. Even the potential of long-term settlement,
though available in theory, is in reality rarely obtainable (see Endoh, 2021, p.292). Reformation
of the policy to promote socio-economic inclusion would not only reduce the loss of foreign
human capital from the national labour market, but also provide various other economic benefits.
Numerous global studies have concluded that socio-economic/organisational assimilation
increases work satisfaction (e.g., Dias et al., 2021), which in turn has a positive effect on
employee productivity (Bockerman & llmakunnas, 2012; Shobe, 2018; Utami et al., 2020). In
addition, genuine labour market integration appears to reduce welfare dependency (Brell et al.,
2020; Koczan et al., 2021) and boost tax revenue (Koczan et al., 2021), both benefitting the
national economy. Fostering assimilation also improves the public attitude towards immigrants
in the host country (Neureiter, 2022), which might be an essential step toward introducing the
idea of multi-culturalism in Japan’s social discourse. Two qualities of the SSW policy
particularly require improvement to enhance socio-economic integration: the provision of
support and safeguards. In its current form, the social safety net is not designed to fully support
temporary workers experiencing hardship (see Tanaka, 2020). Although immigrants are entitled
to welfare services, such as educational assistance, legal aid and health care, they are frequently
unaware of them or unable to claim them. Access to health services in particular remains an
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unresolved issue (Shakya et al., 2018; Yoshino et al., 2021; Matsuoka et al., 2022). It is therefore
recommended that communication between ISA, supervising companies and non-native
employees regarding their social entitlements is intensified.

Moving from the topic of social support to that of legal protection, the history of the TITP
functions as a clear example of how insufficient safeguards lead to the attrition of foreign human
resources. Fundamentally, legislative policies are designed to minimise the risk of potential law
violations by supervising companies. According to Becker (1968), the incidence of criminal
activities is essentially based on two key components: the probability and severity of the
expected punishment. Presently, the expected penalties for labour violations against migrant
workers and the very limited number of inspections have little deterrent impact on offenders.
Fortification of the legislation could serve as an effective bulwark against exploitation, which in
consequence would reduce the early return home of migrant workers. In summary, by tightening
the policy’s supervisory and compliance framework, the anti-attrition capacity could be
reinforced.

(111) Absence of Foresightedness

Many countries have used temporary labour migration programmes (TLMPSs) to reduce national
labour force shortages. The framework and conditions of these ‘guest worker’ programmes are
often similar in nature, focusing on short-term migration for the lower-wage sector. The impact
of such time-limited assimilation policies on the socio-economic structures of the host country
however, remains highly debated among scholars. Temporary migration programmes are
essentially based on the principle of a regular inflow and outflow of foreign human resources,
hereafter referred to as the ‘circulation effect’. This effect is the core of the problem when
dealing with complex phenomena such as domestic labour force shortages. As previously
indicated, Japan is not only confronted with increasingly acute labour shortages; it is also facing
intensifying global rivalry for foreign workers. In fact, the global labour force market has already
become highly contested in regard to the transnational acquisition of both low-skilled workers
(Biffl, 2012; Orrenius & Zavodny, 2020) and high-skilled workers (Kerr et al., 2016; Bailey &
Mulder, 2017; Burmann et al., 2018). Considering Japan’s reputation of being a ‘foreigner
unfriendly’ country, it will be difficult for the nation to acquire a regular flow of sufficient
foreign human resources to achieve the government’s aim of significantly mitigating the national
labour force shortage through the acquisition of external human resources. However, a long-
term-oriented labour migration programme would greatly reduce the circulation effect. In
consequence, removing the inherent ‘gain and loss’ mechanism of the migration programme
would reduce the systematic attrition of foreign human capital, thereby increasing its efficiency
and effectiveness. Moreover, through the potential formation of new immigrant family structures
in the host country, a pathway to long-term settlement would help counteract Japan’s population
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decline and decrease its dependency ratio in the long term, generating further human capital for
the domestic labour market. The reconstruction of temporary migration programmes to increase
their sustainability is not a new insight and has already been called for by various researchers
(e.g9., Costa & Martin, 2018; Zou, 2018). Essentially, reform must go beyond a mere
transformation of the framework of the TLMP by revising the political principles behind it.
Strictly speaking, the central notion of TLMPs of the three ‘Rs’ (recruitment, remittances and
return) (Piper, 2022) must be reoriented towards the concept of three ‘Ss’ (sign-up, support and
stay). When dealing with complex conditions such as domestic labour shortages, transnational
recruitment strategies must be planned and implemented with foresight in mind. Due to
demographic and social changes, it is expected that the domestic labour shortage will become
increasingly severe, making it necessary to devise a sustainable solution.

5. Discussion and Concluding Remarks

An assessment of the constitution of the Japanese labour market highlights the need for
sophisticated labour migration policies. Metaphorically, the domestic market resembles a
wounded animal which is slowly bleeding out. It is now up to the policymakers to come to its aid.
Former Prime Minister Abe Shinzo's attempt to alleviate the national labour shortage by
integrating domestic human resources more closely into the market had limited effectiveness.
Increased R&D of robotics, on the other hand, has the potential to stabilise the labour market
significantly, but current limitations in practical applications eliminate it as a short-term solution.
Without further intervention, it is evident that the tightening of the labour market will continue at
its current rate in the next few years, and the labour shortage is expected to lead to many socio-
economic challenges, as discussed in a large body of global research on labour shortages. For
example, Japanese companies may have to accept decreased labour quality, negatively
influencing their corporate sustainability and competitiveness (Vasile et al., 2020, p.247). A
work force undersupply is also associated with a lower innovation rate (Horbach & Rammer,
2020), a loss of productivity (McGuinness & Bennett, 2009; Dawson et al., 2020; Horbach &
Rammer, 2020), and hence reduced profit (Kalimanzila Matemani & Ndunguru, 2019). At a
macroeconomic level, labour shortages reduce or even halt economic growth (e.g., Trendle,
2008; Dawson et al., 2020; De Smet et al., 2021). Eventually, they may lead to an increase in
inflation (De Smet et al., 2021) or negatively affect national GDP (Dawson et al., 2020). In the
worst-case scenario, Japan will enter a severe recession (De Smet etal., 2021). Japanese
politicians are correct to consider immigration policies as a tool for enhancing the vitality of the
labour market, and a reliance on foreign human resources might be the fastest way to address the
labour undersupply. The establishment of TLMPs such as the TITP has shown that such policies
can indeed mitigate the national labour force shortage. However, the lack of willingness and
commitment towards a more liberal approach to labour migration prevents the most recent SSW
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visa system from achieving its true potential. An assessment of the statistical data clearly
indicates that in its current state, the new residence status will be unable to make a significant
contribution to easing Japan’s labour shortage. To avoid a further decline in labour supply, |
propose the following reforms to the SSW system. Loosening the entrance barriers to applicants
would maximise its acquisition capacity, intensifying the integration process would strengthen
its anti-attrition capacity, and providing a feasible option for long-term settlement would increase
its sustainability capacity. In summary, the acquisition and retention of global human capital by
Japan could be managed considerably more effectively. However, given that the principle of
monoethnicity remains firmly anchored in the political discourse, further debates on labour
migration are expected to continue to take low precedence. If politicians continue to resist
liberalising Japan’s immigration policies, the country will be unable to sustain its economic
strength for much longer.
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