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Mesuring Mismatch in Japanese Labor Market

By Keisuke KAWATA

Abstract

This paper estimates the labor market mismatch based on Sahin et al. (2014)’s approach. My
estimation result shows that the labor market mismatch reduces the new hiring around 9% to 10%
in Japan. Additionally, a new decomposition approach is introduced, which can provide implica-
tions to understand the source of mismatch. The decomposition results show that (1) the main
source of the mismatch is the between-occupational mismatch, not the between-regional mismatch,
(2) the between-occupational mismatch is serious in urban area, (3) the pattern of the mismatch is
different between rural and urban area; the over-labor-supply in the office work job and the un-

der-supply in the security and construction jobs are more serious in urban area than in rural area.

JEL Classification Code: J61, J62, J63
Keywords: Mismatch, Matching Function, Worker Flow
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