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The Effects of Employment Protections
on the Labor Market Performance

Takuji FUNABA

Abstract

We find that the unemployment rate usually increases in recession periods and that these increases
remain in the early periods of recovery. The unemployment rate exhibits two types of behaviors. The
behavior wherein the unemployment rate continuously increases during recovery, and during expansion, is
unusual and irrationaly. I suppose that this is caused by a sequence of deregulation of the labor market in
Japan-in particular, institutional reforms of employment protections. In this note, I examine some models
regarding employment protections. These show that alleviating employment protections raises real wages
and even the unemployment rate.

key words: unemployment rate, employment protections, temporary job
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