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Why the Wage Increase Rate in the Shunto of 2024 is 
Important? 

1. Focus on the Wage Increase Rate in the Shunto of 2024 

In Japan, wage growth has not kept pace with rising prices, and real wages have been negative 

for 21 consecutive months. There are some indications that people are now conserving money on 

food and other items. In order to achieve a virtuous cycle between wages and prices it is essential 

that real wages turn positive and people feel that their living conditions have improved. 

 
This year's Shunto (annual spring labor-management wage negotiations in Japan) will begin on 

March 15 with a centralized response date for major enterprises, followed by small and medium- 
sized ones. The focus will be on whether sustainable wage increases that are not outpaced by 
rising prices can be realized, including by small and medium-sized enterprises. The outcome will 
play an important role in determining whether a virtuous cycle between wages and prices is 
achieved, which is essential for the Government’s aim of completely overcoming deflation, as well 
as the Bank of Japan’s price stability target, which has the potential to signal an end of the current 
monetary policy framework, including Yield Curve Control and the negative interest rate policy. 

 

2. Background of Wage Increase Rate for the First Time in 30 
Years 

The Kishida administration has put forward the concept of structural wage increases, and 

says that it aims to achieve this through “integrated three-pronged labor market reform" involving 

re-skilling, the introduction of more role-based as opposed to traditional seniority-based wages, 

and transfer of labor to growth industries. By increasing the value of human capital and 

promoting the transfer of labor to high-productivity sectors, the government hopes to raise the 

productivity of the economy as a whole, which will lead to higher wages. 

Amid the backdrop of these labor market reforms the wage increase rate in the Shunto 

(annual spring labor-management wage negotiations) of 2023 was the highest in 30 years, and 

in the Shunto of 2024, (1) consideration of high prices, (2) strong corporate performance, and (3) 

a growing sense of labor shortages will likely lead to even stronger wage growth in 2024. 

 
There is a growing awareness of the issue that wage increases are not keeping pace 

with price hikes over the long term, and consideration of high prices is likely to be given in the 

Shunto of 2024 as well. With corporate earnings solid and profit levels high, there is ample 

room to accommodate wage increases, and the growing sense of labor shortages will lead 

to wage increases through a more competitive labor market in securing human resources. 

Even small and medium-sized enterprises (SMEs), whose business conditions are relatively 

difficult, will have no choice but to raise wages in a defensive manner from the viewpoint of 
(3) a growing sense of labor shortages. 

Some small and medium-sized enterprises (SMEs) have said that they have not been able to 

pass through rising costs to prices sufficiently, making it difficult for them to raise wages at 

higher levels. On the other hand, the sense of labor shortage is stronger among SMEs than 

among large firms, and the need for defensive wage increase from the perspective of securing 

human resources is greater among SMEs. So, there is a strong possibility that small and 

medium-sized enterprises will also raise wages, although not to the same extent as large 

enterprises. 
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Japanese Trade Union Confederation (RENGO)'s policy is to aim for a wage increase of "+5% 

or more" (2% of regular salary increase plus 3% or more of base increase) in the 2024 Shunto, 

which is a slightly stronger expression than the "+5% or so" in the 2023 Shunto (+4% or so in the 

Shunto from 2016 to 2022). On the management side, the Japan Business Federation 

(Keidanren)'s "Report of the Special Committee on Management and Labor Policy," released on 

January 16, states that "it is the social responsibility of Japan Business Federation (Keidanren) 

and companies to maintain and strengthen the momentum for wage increases and contribute to 

achieving 'structural wage increases' amid continuing price increases". The federation has 

shown its acceptance of wage increases by requesting its member companies to "actively 

consider and implement wage increases that are appropriate for their companies with more 

enthusiasm and zeal than in 2023. Both the labor and management sides have strengthened 

their tone compared to last year, and there is no doubt that they are aware that the rate of wage 

increase is very likely to exceed that of the 2023 Shunto. 

Figure 1: Wage Increase Requests of Trade Unions at 
Major Corporations 

Source: Japanese Trade Union Confederation, The Nikkei, The Asahi Shimbun, and TV 
Tokyo. Data compiled by SMDAM. Data collected on Feb. 21, 2024 

Note: A weighted average of the acceleration in wage hike demands at these companies, based on 
union membership, shows an acceleration of about 3 percentage points, indicating that labor 
unions are becoming quite bullish in their demands. 

The companies in the table are shown for information purposes, and should not be construed as 
a recommendation for purchase or sale. 

Industry Name 2024 Request 2023 Request 

Toyota Total 7,940 yen to 28,440 yen/month depending on positionTotal 3,570-9,370 yen/month depending on position

Honda Total 20,000 yen/month Total 19,000 yen/month

Mazda Total 16,000 yen/month Total 13,000 yen/month

Nissan Total 18,000 yen/month Total 12,000 yen/month

Subaru Total 18,300 yen/month Total 10,200 yen/month

Nippon Steel Corporation Total 30,000 yen/month Total 2,000 yen/month

(concluded in the 2022 Shunto)

JFE Steel Corporation Total 30,000 yen/month Total 2,000 yen/month

(concluded in the 2022 Shunto)

Kobe Steel Total 30,000 yen/month Total 2,000 yen/month

(concluded in the 2022 Shunto)

Mitsubishi Heavy Industries Total 18,000 yen/month Total 14,000 yen/month 

IHI Total 18,000 yen/month Total 14,000 yen/month 

Mitsubishi Materials Corporation Total 15,000 yen/month Total 3,500 yen/month

NTT Total 5％ Total 2％, inflation allowance 100,000 yen

JR East Railway Total 10,000 yen/month Total 3,000 yen/month

JR West Railway Total 10,000 yen/month Total 4,000 yen/month

JR Kyusyu Railway Total 5％ Total 3,000 yen/month

Tokyo Electric Power Company 4% in average 3% in average

Chubu Electric Power Company Total 12,000 yen/month Total 3,000 yen/month

Hokkaido Electric Power Company Total 12,000 yen/month Total 3,000 yen/month

Automobiles

Steel and Heavy Machinery

Telecommunications 

Railway

Electric Utilities
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Thus, both the Japanese Trade Union Confederation (RENGO) and management sides are 

moving toward higher wages, and the momentum towards higher wages is growing. In fact, a 

number of unions are demanding higher wages than in 2023, and an increasing number of 

companies are taking the initiative by announcing that they will implement higher wage increases 

in FY2024 ahead of peers and without waiting for the Shunto. Japanese companies, with their 

strong sense of horizontal alignment, are likely to be influenced by the trends of other companies, 

and it is likely that some companies will follow suit in the future. As the mood for higher wages 

grows, the possibility of higher wage increases than last year is increasing. 

Figure 2: Assumed Schedule for Shunto 

Source: Japanese Trade Union Confederation, Japan Business Federation, The Nikkei, The 

Asahi Shimbun, and TV Tokyo. Data compiled by SMDAM. Data collected on Feb. 21, 2024. 

Note: Many of the companies that have announced wage increases so far are not included 

in Japanese Trade Union Confederation (RENGO)'s calculation of the wage increase rate for the 

Shunto. It will be even more important to follow the trends of the major companies currently 

negotiating (most of which are expected to respond between March 12 and 14). 

The companies in the table are shown for information purposes, and should not be construed as a 

recommendation for purchase or sale. 
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Figure 3: Percentage of each forecasted wage increase 

 

Source: The Institute of Labour Administration. Data compiled by SMDAM. Data collected on Feb. 21, 2024 
 

 

The possibility of higher wage hikes in the 2024 Shunto is good news for the Japanese 
economy, with current regular payment hovering around 2%, reflecting the wage hikes in the 
2023 Shunto. Nominal wages in FY2024 are expected to slightly exceed +2% year-on-year. 
Prices, which have continued to rise at a high rate and have reduced the purchasing power of 
households, are also expected to slow down in 2024, and are expected to fall below +2% in the 
second half of the year. The combination of this rise in nominal wages and the slowdown in 
prices will likely result in real wages turning positive in the fall of 2024. Personal consumption is 
also expected to gradually pick up around that time. 

 

3. Sustainable Wage Increases at the Shunto and Other 

Types of Income 

We cannot claim a virtuous cycle to be in progress unless wage increases lead to an increase 
in consumption, which in turn further boosts growth. In order to establish a virtuous cycle 
between wages and prices firms must systematically guarantee that widespread base salary 
increases in the Shunto will be realized over the long term in a sustainable manner. During this 
year's Shunto the key point to watch will be the shift in corporate attitude towards long-term wage 
setting behavior, not simply announcing high levels of wage increases relative to last year. 

 
Alongside income from wages, financial income could also play a role. Household financial 

wealth in Japan grew to a record 2,121tn JPY as at September 2023, although because over half 
the amount is in yen cash savings earning a very low return, this represents a YoY after tax gain 
of just 0.99%. As this cash balance begins to shift into risk assets and the economy transitions 
into a more normal rising nominal GDP environment, it could produce a wealth effect which is 
common in other developed economies as dividends and capital gains on assets supplement 
wage incomes. 
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