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A structured read on the tightest talent market in the developed

Unemployment Jobs per seeker Worker shortfall by 2040



ABOUT JAPAN HIRE - YOUR PARTNER FOR HIRING IN JAPAN

Your strategic partner for hiring in Japan

Japan Hire is a boutique executive-search and bilingual-recruitment firm in Tokyo. Built on 20+ years of firsthand experience as a
former Country Head and Managing Partner, we evaluate talent through an executive lens — reaching the passive, “hidden”

""

Japan Hire

market and confidential roles other agencies cannot.

Bilingual Mid-Career Hidden-Market Access &

Executive Search &
Talent Advisory

Leadership

Mid-to-senior professionals screened for cultural Confidential, non-public roles (hi-koukai kyujin),

fit, native / N1 Japanese and business-level executive salary benchmarking and trusted
career advisory.

Country Managers, Representative Directors and
C-suite (CEQ/CFO/COO/CIQ), placed through a

former-executive lens. English.

20+ 50,000+ 20,000+ Tokyo

LinkedIn followers Toranomon, Minato-ku HQ

years working in Japan professionals in network

Get in touch: Contact@JapanHire.Tokyo - japanhire.tokyo JapanHire & R]&%t, Kamiyacho Trust Tower, Toranomon, Minato-ku, Tokyo



EXECUTIVE SUMMARY - THE GOVERNING THOUGHT

Japan's market is cyclically cooling but structurally starving — the binding constraint
is no longer demand for jobs, it is the supply of people to fill them.

A

Structural, not cyclical

Unemployment is drifting up, yet a shrinking
working-age population points to an 11M
worker shortfall by 2040. Scarcity is the
baseline.

1in3

workers no longer expect a job for life

Y.

The wage paradox

A third straight 5%+ shunto raise still left real
wages falling — nominal pay is moving, take-
home is not. Money alone won't solve
retention.

+5.1%

2026 shunto raise — real wages still fell

—

The rules are changing

Lifetime employment, credential hiring and
closed borders are all eroding at once —
mobility, skills-based hiring and foreign talent
are the new normal.

>409%

of the workforce now non-permanent



SITUATION ASSESSMENT WHERE ARE WE RIGHT NOW?

The market is tight but quietly cooling — a record talent shortage sits alongside the most

cautious hiring in three years.

Unemployment has edged up from a mid-2024 low of 2.2% to about 2.5%, and the job-to-
applicant ratio has slipped from a late-2023 peak above 1.30 to 1.18 — its lowest since
early 2022.

Yet the Bank of Japan's Tankan employment gauge sits near —=35, a three-decade extreme,
and 91% of firms report a skills shortage.

THE CENTRAL TENSION

Cyclical softening (employers tightening on cost) is colliding with structural
tightness (too few workers). Cooling demand masks — but does not cure
— a shrinking labor supply.

Evidence-graded: unemployment & ratio (Evidence-Based) - cooling intent (Inference)

©

2.5%

Unemployment — among the
lowest in the OECD

e

-35

Tankan employment gauge —
a 30-year shortage extreme

©

1.18

Jobs per job-seeker — easing
from a 1.30+ peak

-16%

Working-age population vs its
1995 peak



ROOT-CAUSE ANALYSIS - WHAT IS ACTUALLY DRIVING THE SQUEEZE?

Strip away the cyclical noise and one structural barrier remains: the supply of workers is
shrinking faster than demand can fall.

Low birth rates and an aging population are the root cause — not a

temporary downturn. The working-age population has already fallen 16% — 1 60/0

from its 1995 peak, and the Recruit Works Institute projects the decline

accelerates from 2027 working-age population vs 1995 — and still falling

By 2040, labor supply is set to shrink ~12% against steady demand — a gap of
11 million workers. This is the layer every other symptom traces back to.

2027

the year the workforce decline begins to accelerate

WHAT NOT TO DO

Treating the cyclical dip as the problem. Pausing hiring to cut cost wins this
guarter and loses the decade — the talent simply will not exist to rehire
later.

11M

projected worker shortfall by 2040 (Recruit Works Institute)




WHERE THE BARRIER BITES FIRST

The shortage is not evenly spread — care, construction and tech are already running
structurally short of people.

JOB OPENINGS PER APPLICANT, BY SECTOR

All industries 1.2 E Technology — the deepest gap

] 220,000 IT professionals short today, widening to 1.7M by
2030. 85% of employers can't fill tech roles — the highest

. rate globally.
Nursing & Care 3.7
WHO IS MOST EXPOSED
Construction 4.6 Physically-present, licensed and regulated roles
— care, construction, logistics, skilled trades — cannot be
automated or offshored, so their shortages are the most
: ' : : ' : durable.
0 1 2 3 4 5

A ratio of 4.6 means 460 construction openings for every 100 applicants.



MARKET MAPPING - WHERE IS THE LABOR SUPPLY?

Four supply pools can close the gap — but only foreign talent and automation move at the
scale the shortfall demands.

.-

Foreign workers

2.3M today

New Specified-Skilled-Worker
system (FY2026): ~1.2M-worker
framework across 19 fields. Still
~1M short of 2040 need — and
facing public pushback.

Women

A 22% gender pay gap and only
~13% of managers female signal
large untapped supply. April 2026
pay-gap disclosure rules add
pressure to unlock it.

Seniors

Raised retirement ages and re-
employment keep experienced
workers in the market longer —
high-trust, but a finite and
shrinking pool.

Automation & Al

Productivity gains already let the
government trim future visa caps.
Clears clerical work; Al-literate
talent becomes the scarce,
premium input.



CONTRADICTION SURFACED - THE WAGE PARADOX

A third straight 5%+ pay raise still left workers poorer — nominal wages are moving, real
take-home is not.

FROM HEADLINE RAISE TO TAKE-HOME, 2026 (% )

+5.26% -4.0%

- 1 . 3 0/0 real wages in 2025 — a 4th
straight annual fall

‘ 3 n 54‘0/0 average raise at firms with <20

staff — SMEs can't keep pace

+ 7 7 O/O jump in labor-cost-driven
bankruptcies, to 195 cases

Implication: pay alone is losing its power to attract and retain — conditions,
flexibility and progression now carry the load.

Headline shunto raise Inflation, social insurance & new Net take-home gain
levy



ASSUMPTION AUDIT - WHICH BELIEFS ARE NO LONGER TRUE?

Four assumptions long treated as facts about Japan's market are now contradicted by the
2026 evidence.

"y » - - ” “” L - - ”
Lifetime employment is the norm Hiring is credential-based

1in 3 workers no longer expect a job for life; non-permanent staff now exceed Acute shortages are forcing a move to skills-based hiring — career-changers
40% of the workforce and job-hopping is mainstream. and the “second new-grad” market are now actively courted.

“Japan won't accept foreign labor” “Wage stagnation is permanent”

2.3M foreign workers and an expanded SSW system across 19 fields — though Three years of 5%+ shunto raises broke a 30-year freeze — but real wages still
59% public opposition makes this the most contested lever. fell, so the win is nominal, not yet lived.



INITIATIVE PRIORITIZER

WHERE SHOULD EMPLOYERS ACT?

Plotted on impact against effort, the fastest wins are retention and skills-based hiring —
foreign talent and re-skilling are the bigger, longer bets.

IMPACT >

QUICK WINS

FILL-INS

Retain: pay + conditions

Skills-based hiring

Women & senior returners

STRATEGIC BETS

Foreign / SSW talent

Re-skill into Al / DX

RECONSIDER

EFFORT >

PRIORITISED — START HERE

Retain first

In a shrinking pool, keeping people beats re-hiring
them — lead with conditions, not just pay.

Hire for skills

Drop the credential gate; open daini-shinsotsu and
career-changer pipelines now.

Build the foreign pipeline

The only lever at population scale — start SSW
sponsorship before rivals lock in supply.



STRATEGIC NARRATIVE - THE 2026-2030 OUTLOOK

The era of competing for jobs is over; the era of competing for people has begun —
winners will build talent supply, not just post vacancies.

] SITUATION ¢ COMPLICATION og RESOLUTION
A tight market, quietly cooling — 2.5% Demographics, not the cycle, set the Shift from filling vacancies to building
unemployment, 1.18 jobs per seeker, but ceiling: an 11M worker shortfall by 2040 supply — retain, hire for skills, and open
a record structural shortage underneath. as the workforce shrinks from 2027. foreign and Al-augmented pipelines.

WHAT THIS REQUIRES TO BE TRUE

Foreign-talent inflows survive public Real wages turn positive enough to Skills-based hiring outpaces credential Al lifts output per worker, not just cuts
opposition retain habits cost



DISCLAIMER & IMPORTANT INFORMATION

Disclaimer & important information

Informational purpose

Prepared by Japan Hire and NOVA Al Academy for
informational and workforce-planning use. Itis a
gualitative market overview, not formal forecasting
or a guarantee of outcomes.

Forward-looking
statements

Projections such as the 2040 shortfall involve
inherent uncertainty. Actual results may differ
materially as economic, demographic and policy
conditions evolve.

Data & sources

Figures reflect publicly available data as of June
2026 — MHLW, the Bank of Japan Tankan, Rengo,
Recruit Works Institute, JICA and the Immigration
Services Agency — and may change.

Third-party marks

Company, agency and product names are the
property of their owners. Reference does not imply
any affiliation with or endorsement by those
parties.

Japan Hire LLC - Contact@JapanHire.Tokyo - japanhire.tokyo

No professional advice

Nothing hereis legal, immigration, financial or
investment advice. Consult qualified advisors
before making hiring, mobility or business
decisions.

330 Confidentiality & IP

© 2026 Japan Hire LLC (JapanHire & Rl&1t).
Prepared for the intended recipient; please do not
redistribute without permission.
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