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During the Fiscal Year 2013 we have made very good progress in the project.

The empirical part was finalized at the start of the year, confirming with further empirical tests the role of job separations and

accessions in the increase of unemployment among young and older workers. We also extended the empirical part to some more

general study of the post-war period, and this was used as the basis for the analysis in one of the published papers.

The empirical findings of the project were used as the groundwork used to build the models of 3 papers, two of which were

published in 2013.

The first paper is co-authored with Professor Yasuyuki Sawada of the University of Tokyo and is entitled: “On the Role of Policy

Interventions in Structural Change and Economic Development: The Case of Postwar Japan”. Here we study how the different

policies implemented by the Japanese government since World War II affected the structural transformation of Japan, and the

migration of workers from the agricultural sector to the manufacturing and service sectors. We find that most policies were not so

important in this change, and that most of the structural transformation was due to changes in labor productivity. This paper has

been published at the Journal of Economic Dynamics and Control.

The second paper is co-authored with Professor Junichi Fujimoto and is entitled “Life-Cycle Labor Search with Stochastic Match

Quality.” In this paper we build a basic theory that explains the different patterns of labor mobility over the life cycle of a worker.

This theory was later applied to the study of changes in the Japanese labor market over the 1990s, where we found again that the

decline in the productivity of workers over the 1990s had a big impact in the increase of unemployment in this period. This paper

has been published at the International Economic Review.

Finally, I have also worker on an unfinished paper with Professor Sagiri Kitao of CUNY, Hunter College, where we apply some of

the theories of the previous papers to the study of dual labor markets. We study in the detail the case of Mexico, and find that

changes in taxes by the government can have a big influence in their decisions to work formally or informally in the labor market.

The purpose of this research project is to study in detail the labor market policies implemented by the Japanese government

during the 1990s and assess the role that they may have played in avoiding, or inducing, the big labor market changes that took

place over the decade.

Therefore, this project has several goals:

1- Empirically study the labor market changes that have taken place in Japan since the start of the so-called “Lost Decade”.

2- Research the different government policies implemented in the last 20 years. These will not only include labor market policies,

but a broader spectrum of government interventions that may have had a direct or an indirect effect on the employment

experience of workers and firms in Japan.

3- Build a model to capture the labor market changes in the Japanese economy and that includes government policies to assess

their specific role in such changes.

4- Study other government policies that could have been implemented to change the course of events that have lead to the current

state of the labor market.

Assessing the Role of Government Policies in Japan’s Labor Market Change during Recent Severe Recessions. An international comparison 
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1 Mariano Bosch,   Julen

Esteban-Pretel

Job creation and job destruction in the presence

of informal markets

Journal of Development Economics 98 July-12 270 - 286 1

2 Julen Esteban-Pretel,

Junichi Fujimoto

Life-Cycle Search, Match Quality and Japan’s

Labor Market

Journal of the Japanese and International

Economies

26 September-12 326 - 350 1

3 Julen Esteban-Pretel,

Junichi Fujimoto

Life-Cycle Labor Search with Stochastic Match

Quality

International Economic Review Forthco

ming

- 1

4 Mariano Bosch,   Julen

Esteban-Pretel

The Labor Market Effects of Introducing

Unemployment Benefits in an Economy with

High Informality

Policy Research Center Discussion Papers 12-20 Feb-13 -

Verbal

Report:

6 in total

Name Title Name of the workshop Report Date Venue

1 Julen Esteban-Pretel Unemployment Insurance in a Dual Economy Designing unemployment protection

systems in high informality countries

2012/7/9 Inter-American

Development Bank,

Washington DC,

USA

2 Julen Esteban-Pretel Changes in Japan’s Labor Market Flows due to

the Lost Decade

23rd Annual NBER East Asian Seminar on

Economics

2012/7/15 Taipei, Taiwan

3 Julen Esteban-Pretel Changes in Japan’s Labor Market Flows due to

the Lost Decade

FEDEA Workshop on Economic Policy 2012/9/4 FEDEA, Madrid,

Spain

4 Julen Esteban-Pretel The Labor Market Effects of Introducing

Unemployment Benefits in an Economy with

High Informality

CIRJE Workshop in Macroeconomics 2012/10/18 University of

Tokyo, Tokyo,

Japan

5 Julen Esteban-Pretel The Labor Market Effects of Introducing

Unemployment Benefits in an Economy with

High Informality

Workshop on Macroeconomics 2012/10/31 Tohoku University,

Sendai, Japan

6 Julen Esteban-Pretel The Labor Market Effects of Introducing

Unemployment Benefits in an Economy with

High Informality

Workshop on Economics 2012/11/2 Keio University,

Tokyo, Japan
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