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 (1) Hourly wage

 (2) Unemployment rate

 (3) Inflation

Note: * denotes quarterly time series downloaded from FRED
           (http://research.stlouisfed.org/fred2/) provided by St. Louis Fed.

Figure 1: Summary of the data

U.S.

Name of
Statistical Survey

Monthly Labour Survey
(Ministry of Health, Labour and Welfare)

Establishment Survey
(Bureau of Labor Statistics)

Data

Monthly total wage
/ Monthly total working hours

Monthly scheduled wage
/ Monthly scheduled working hours

Average hourly earnings of production and
nonsupervisory employees: total private*

Seasonally adjusted
or original Seasonally adjusted Seasonally adjusted

Data construction

    Monthly indices of scheduled wage are
    seasonally adjusted by X11 default.
    Quarterly indices are made by averaging
    monthly indices.

Officially released

Start date                1970/Q1 (total wage)
               1979/Q2 (scheduled wage) 1964/Q1

Japan

U.S.

Name of
Statistical Survey

Employment Situation
Bureau of Labor Statistics

Data Civilian unemployment rate*

Seasonally adjusted
or original Seasonally adjusted Seasonally adjusted

Data construction Officially released

Start date 1948/Q1

Japan

Unemployment rate

     Officially released monthly labor forces and
     unemployed persons are averaged, and
     quarterly unemployment rates are calculated.

1953/Q1

Labor Force Survey
(Ministry of Internal Affairs and Communications)

U.S.

Name of
Statistical Survey

Consumer Price Index
Bureau of Labor Statistics

Data All items less food and energy*

Seasonally adjusted
or original Seasonally adjusted Seasonally adjusted

Data construction Officially released

Start date 1957/Q1

Consumer Price Inmdex
(Ministry of Internal Affairs and Communications)

All items less food

     Impacts of consumption tax introduction in
     1989 and hike in 1997 are excluded from
     original index, and the indices are seasonally
     adjusted. Quarterly indices are made by
     averaging monthly ones.

Japan

1970/Q1



 (1) Scatter plot

Figure 2: Wage inflation and unemployment rate (U.S.)
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 Source: Bureau of Labor Statistics.
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 (1) Scatter plot

Figure 3: Wage inflation and unemployment rate (Japan)
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(2) Time series
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 Sources: Ministry of Health, Labour and Welfare, Ministry of Internal Affairs and Communications.
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Figure 4: Estimation results (Basic NKWPC)
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Figure 5: Estimation results (NKWPC with inflation indexation)
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 (1) Basic NKWPC
 • Japan • U.S.

Figure 6: Decomposing wage inflation based on NKWPC
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 (2) NKWPC with inflation indexation
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 (1) Labor productivity trend

Figure 7: Wage inflation and labor productivity trend (Japan)
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 (2) Wage inflation and labor productivity trend
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                Ministry of Internal Affairs and Communications.
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 Labor productivity trend is eliminated 

 (1) Basic NKWPC

 Note: t-values in parentheses.

 (2) NKWPC with inflation indexation

 Note: t-values in parentheses.

Figure 8: Estimation results (Japan, y/y-based, hourly total wage)

0 1
4 4

log ( )
100

tt t

t t

Unemployment rateHourly wage Trend of labor productivity
Hourly wage Trend of labor productivity

1
0 1 2

4 4 5

log ( ) log ( )
100

t tt t

t t t

Unemployment rate CPIHourly wage Trend of labor productivity
Hourly wage Trend of labor productivity CPI

Sample period 0 1

0.055 -1.513
(13.85) (-14.09) 0.5981980Q1-2013Q2

Sample period 0 1 2

0.031 -0.962 0.453
(5.17) (-6.45) (4.93)1980Q1-2013Q2 0.658

2Adj-R

2Adj-R



 (1) Wage inflation and unemployment in Japan

Figure 9: Subsample estimation of the reduced-form NKWPC for Japan
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(2) Subsample estimation of the reduced-form NKWPC (Japan, y/y-based, hourly total wage)
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1. q/q-based estimation
(1) Basic NKWPC (2) NKWPC with inflation indexation

Figure 10: Rolling estimation of the reduced-form NKWPC for Japan
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2. y/y-based estimation
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<Coefficient on unemployment rate> <Coefficient on inflation rate><Coefficient on unemployment rate>

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-3.5

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

1.0

1.5

-1.0

0.0

1.0

-5.0

-4.0

-3.0

-2.0

-1.0

0.0

1.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-2.0

0.0

2.0

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-3.5

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

0 5

0.0

0.5

1.0

1.5

7 0

-6.0

-5.0

-4.0

-3.0

-2.0

-1.0

0.0

1.0

-5.0

-4.0

-3.0

-2.0

-1.0

0.0

1.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

14 0

-12.0

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-3.5

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-1.0

-0.5

0.0

0.5

1.0

1.5

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-9.0

-8.0

-7.0

-6.0

-5.0

-4.0

-3.0

-2.0

-1.0

0.0

1.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-5.0

-4.0

-3.0

-2.0

-1.0

0.0

1.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

-18.0

-16.0

-14.0

-12.0

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

19
72

-9
1

19
73

-9
2

19
74

-9
3

19
75

-9
4

19
76

-9
5

19
77

-9
6

19
78

-9
7

19
79

-9
8

19
80

-9
9

19
81

-0
0

19
82

-0
1

19
83

-0
2

19
84

-0
3

19
85

-0
4

19
86

-0
5

19
87

-0
6

19
88

-0
7

19
89

-0
8

19
90

-0
9

19
91

-1
0

19
92

-1
1

19
93

-1
2

   Note: Rollling window is 20 years. Shaded area indicates the range of two standard errors.



1. q/q-based estimation
(1) Basic NKWPC (2) NKWPC with inflation indexation

Figure 11: Rolling estimation of the reduced-form NKWPC for the US
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2. y/y-based estimation
(1) Basic NKWPC (2) NKWPC with inflation indexation
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(1) Basic NKWPC (2) NKWPC with inflation indexation
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   Note: Rollling window is 20 years. Shaded area indicates the range of two standard errors.



1. Japan

Figure 12: Price inflation and wage inflation
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Table 1: Summary of estimation results (Japan, q/q-based, hourly total wage)
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Table 2: Summary of estimation results (U.S., q/q-based, hourly total wage)
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Table 3: Summary of estimation results (Japan, y/y-based, hourly total wage)
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Table 4: Summary of estimation results (U.S., y/y-based, hourly total wage)
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Figure A-1: Proportion of companies viewing inflation as a reason to revise wages

 Source: Ministry of Health, Labour and Welfare.
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(1) Scatter plot

Figure A-2: Wage inflation and unemployment rate (U.S., compensation-based)
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1. q/q-based estimation
(1) Basic NKWPC (2) NKWPC with inflation indexation

Figure A-3: Rolling estimation of the reduced-form NKWPC for the US (compensation-based)
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2. y/y-based estimation
(1) Basic NKWPC (2) NKWPC with inflation indexation
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(1) Basic NKWPC (2) NKWPC with inflation indexation
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   Note: Rollling window is 20 years. Shaded area indicates the range of two standard errors.



Table A-1: Estimation results (Japan, q/q-based, hourly scheduled wage)

(1) (2) (3) (4) (5) (6)

-0.465 -0.378 -0.363 -1.041 -0.915 -1.084
(-7.58) (-4.51) (-3.94) (-2.04) (-1.77) (-2.14)tu
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(-7.58) (-4.51) (-3.94) (-2.04) (-1.77) (-2.14)

0.577 0.535 0.741
(1.13) (1.06) (1.44)

0.289 0.278
(1.52) (1.46)
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Table A-2: Estimation results (U.S., q/q-based, hourly total wage, compensation-based)
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