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Based on a unique survey conducted amongst permanent employees with ex-
perience being employed as non-permanent employees after graduation, this
paper compares transfers within companies and between companies in relation
to the transition status from non-permanent to permanent employment, and
analyzes the characteristics of each.

The transition from non-permanent to permanent employment within the
same company, something that has not been assessed in official statistics in the
past, showed a strong tendency of adherence to the same kinds of job type and
workplace before and after the transition. On the other hand, in the case of in-
ter-company transfers involving transition from non-permanent to permanent
employee status, it is common to experience different job types and workplace
environments before and after the transition.

In intra-company transfers, the content of the work was evaluated as the
main criterion, and in the process of internalizing irregularities arising through
ongoing employment, it was inferred that there was already a gradual trend
towards improvements in working conditions. In contrast, in the case of in-
ter-company transfers through changes of job, the main evaluation criterion
was the worker him- or herself, and rapid improvements in working conditions
were seen after the transfer, if the worker was deemed suitable to be a perma-
nent employee.

Another new discovery was that it became clear that annual income after
the transition to permanent employment did not depend on the route of transi-
tion from the non-permanent status. As a result of estimating the earned reve-
nue function of permanent employment for a person with experience in
non-permanent employment, after controlling for such factors as educational
background, job type and length of service, no significant difference was seen
between intra-company and inter-company transfers. In terms of the back-
ground behind income after the transition to permanent employment being in-
dependent of the route, the possibility was suggested that decision-making
behavior came into play among non-permanent employees in relation to the
choice of intra-company or inter-company transfers.

I. Introduction

This paper analyzes the situation concerning the transition from non-permanent to
permanent employment of people currently working as permanent employees who have
experienced being employed as non-permanent employees after graduation. In particular, it
categorizes the transition from non-permanent to permanent employment into transfers
within the same company and transfers between different companies, and clarifies the cha-
racteristics of each category.
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When seeking to consider the ideal situation with regard to non-permanent employ-
ment, there are potentially two approaches. One is an approach that involves keenly point-
ing out the serious situation in which they are being placed, and to cut into the so-called
“dark” side of non-permanent employment, with the aim of achieving a breakthrough in the
situation. It is this dark side, which involves such problems as temporary worker layoffs and
the termination of non-permanent employment contracts, that has frequently been raised as
an issue during the deep recession that began in the autumn of 2008.

In contrast to this, another approach is to pay attention to the “light” side, linking
wishes to the expansion of opportunities, without overlooking areas of non-permanent em-
ployment where improvements in the situation are being seen. This paper sheds some light
on the latter “light” aspects of non-permanent employment.

It is generally considered to be difficult for a person to switch from being a
non-permanent to permanent employee, but is not impossible. In fact, according to the ref-
erence table carried every year in the Labour Force Survey (Detailed Tabulation), the num-
ber of those who switched from non-permanent to permanent employment climbed from an
annual average of 300,000 to 400,000 during the first decade of the 21st century. Genda
(2008a) used the Employment Status Survey, which ensures the largest sample size con-
cerning job changes in Japan, to analyze the factors regulating transitions to permanent em-
ployment, through job transfers of non-permanent employees, and verified that specialist
skills, such as those in the field of medicine and welfare, gave non-permanent employees an
advantage in switching to being a permanent employee. An important discovery in this was
that continued work experience at the same company as a non-permanent employee for
around two to five years before leaving a position gave people an advantage in switching to
being a permanent employee. As a background to this, the paper pointed out consistency
with the signaling hypothesis, in which continued work experience in one’s previous posi-
tion is an indicator of potential abilities and propensity to remain in a job.

In addition to the transition to permanent employment through job changes, Genda
(2008b) indicated that internal promotions within the same company are important as a
means of improving working conditions for non-permanent employees. For this paper, a
unique survey was carried out of more than 3,000 non-permanent employees without
spouses, and the internal labor market hypothesis concerning non-permanent labor was ve-
rified. According to the conventional dual labor market theory, non-permanent employment
belongs to the external labor market, with poor work-related learning opportunities, and it
has been uniformly understood that working conditions are unrelated to experience and in-
dividual abilities.

However, from positive analysis using a unique survey, proof has been obtained that
even in non-permanent employment, there is a positive relationship between annual income
and the number of years of continuous service, and past work experience is also assessed in
some areas. These results signify the fact that seniority-based benefits, in which income is

determined according to experience through in-house training, or selective benefits, where
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income is determined according to individual abilities, are being implemented. This tells us
that even among non-permanent employees there are people whose skills are being formed
and who are receiving work benefits commensurate with the lower tier of the internal labor
market.

These studies suggested that, as well as the accumulation of specialist skills, the de-
velopment of a stable environment that permits a certain period of continued employment
within the same company was a decisive factor in improving working conditions for those
in non-permanent employment. However, on the other hand, there was still the unanswered
issue of verifying one other important path towards improving working conditions for those
in non-permanent employment. This was the clarification of the transition process from
non-permanent to permanent employment within the same company.'

The Employment Status Survey only shows cases of transitions from non-permanent
to permanent employment where the company at which the employee works has changed as
a result of a job change. Trends related to people who have been promoted from
non-permanent to permanent employment within the same company, without a job change,
are not surveyed in conventional government statistics. Even in previous research, although
there are studies that have touched upon the transition from non-permanent to permanent
employment within a company, there are few relevant samples available, so the subject has
not been taken up as a major research target.’

Accordingly, a new survey has been conducted of people who were working as per-
manent employees at the time of the survey, who had experience of employment as
non-permanent employees after graduation, and this paper conducts a positive analysis of
the status of transition from non-permanent to permanent employment through transfers
within the same company, as well as transfers between companies as a result of job changes.

II. Data

1. Survey Method

In order to achieve the objectives of this paper, it is necessary to secure an adequate
number of samples that can stand up to statistical validation, in relation to people who have
experience working as non-permanent employees after graduating or dropping out of school,
and who are currently (at the time of the survey) working as permanent employees. The
option of conducting a web-based survey was selected as an effective means of doing this,
with the survey being aimed at people who have already volunteered to participate in vari-
ous consumer monitoring surveys, whose individual attributes have already been regis-

! There have not been many studies of opportunities to advance from non-permanent to permanent
employment within a company, but one exception to this is Sato (2004).

% For example, Nishimura (2008) stated that the Survey of Working Persons conducted by Works
Institute Recruit indicates a situation in which the forms of transition to permanent employment are
becoming more diverse, irrespective of academic background or gender.
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tered.’

The specific procedure was as follows. Ahead of the survey, a screening survey was
conducted and people from across Japan between 20 and 44 years of age who were permanent
employees with experience of having worked as non-permanent employees (part-time, casual
employment, temporary workers, employees on fixed-term contracts, independent contractors,
etc.) in the past, since graduating (or dropping out) of school, were selected from among those
who registered to be monitors.* In doing so, those in managerial or executive positions were
excluded. Then, after screening them for a certain period, 4,383 of those who had registered,
who met the requisite conditions, were asked to cooperate in this survey.

This survey aimed to obtain around 3,000 valid responses from those who were re-
quested to participate. In addition, consideration was given to ensuring that it was possible
to secure a minimum of around 1,000 responses as samples where the company at which the
respondent had most recently worked as a non-permanent employee (excluding students)
was the same as the company at which he or she was currently working as a permanent em-
ployee, with a further 1,000 as samples where the two companies were different. Inciden-
tally, in relation to the question above, following on from the survey choice of a “different”
place of employment was the note, “includes cases in which you are currently working as a
permanent employee at a company where you were previously employed as a temporary
worker sent from a staffing agency,” in order to draw attention to the fact that permanent
employment at the place to which an employee had previously been dispatched as a tempo-
rary worker should be classed as the transition to permanent employment through transfer

between companies.

2. Analysis Targets

Among the permanent employees with experience of working as non-permanent em-
ployees are those who made a direct transition from their most recent non-permanent em-
ployment to their current permanent employment, as well as those who ended up in their
current permanent position after having experienced non-permanent employment in the past,
followed by multiple experiences of permanent employment.

The main focus of this paper is a comparison of the characteristics of the process of

transition from non-permanent to permanent employment in the case of transition within the

3 In research using web-based consumer monitoring surveys, there are often concerns about the
credibility of the content of responses, as well as bias in the attributes of the respondents. In fact, in
order to obtain reliable responses with a high level of objectivity, it is necessary to eliminate those
who make poor monitors, such as those who are “masquerading,” those who have multiple registra-
tions and those who provide multiple responses, and to reduce respondent bias to the greatest degree
possible. Accordingly, the actual implementation of the survey was entrusted to a survey company that
has the country’s largest number of monitors whose identity has been confirmed (around 700,000), by
means of checks with financial institutions.

* The analysis target range was set at between 20 and 44 years of age because it was thought that
the survey would mainly target people who had begun working during the recession after the collapse
of the bubble economy.
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same company and also in the case of transition through job changes between different
companies. When comparing the employment situation in the most recent episode of
non-permanent employment and in the current permanent employment, if cases where res-
pondents have experienced employment as permanent employees at other workplaces are
included, the impact of the learning effect resulting from their having built up experience as
permanent employees will end up being included in the comparison.

Consequently, in order to ascertain the transition from non-permanent to permanent
employment as accurately as possible, it is preferable to limit the survey to samples where
respondents were working as non-permanent employees immediately before commencing
work in their current positions as permanent employees.

In cases where respondents replied that the companies where they are currently
working as permanent employees are “the same” as the companies where they were em-
ployed most recently as non-permanent employees, the respondents were then asked about
their circumstances immediately before they began working at their current workplaces. In
the analysis below, of those who experienced internal transfers, the sample that responded
that “I was working as a non-permanent employee at my current workplace” or “I was
working as a non-permanent employee at a different workplace in my current company” is
called the “intra-company transfer” group in the transition from non-permanent to perma-
nent employment.” Of the valid responses, the sample that corresponded to intra-company
transfers numbered 1,117.

On the other hand, in the event that the response was that the company where the
respondent is currently working as a permanent employee is “different” from the company
where he/she was working most recently as a non-permanent employee, the respondent was
also asked what he/she was doing immediately before becoming employed as a permanent
employee at the current company. By looking at the responses, we can see that, of the 1,950
cases where the respondent had become a permanent employee through a change of job,
there are many who had accumulated multiple experiences as permanent employees, with
the number of those responding that “I was working as a permanent employee at a different

bl

company” climbing the scale to 622.° Accordingly, among those who had undergone a

change of job, the “inter-company transfer” group only refers to those who were employed

> With regard to “workplace,” one of the following options was selected: “Administrative division
of the company (headquarters/head office),” “Administrative division of the company (branch of-
fice/branch store/affiliate),” “Research and development division of the company (research institute,
etc.),” “Factory/construction site/work site,” “Sales office/service center/call center,” “Distribu-
tion/wholesale/delivery center,” “Retail store/catering establishment (supermarket, convenience store,
restaurant, Japanese-style pub, etc.),” “Other premises (hotel, internet café, karaoke parlor, entertain-
ment-related business, etc.),” “Individual office,” “Civil service,” “Working from home,” “No set
workplace,” “Other.”

® In addition, those who responded “I was not doing anything” (126) or “I was doing something I
was interested in other than work, such as hobbies or study” (117) were defined as the midstream job
change path.
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and working as non-permanent employees at different companies immediately before be-
coming permanent employees at their current companies, and only these were included as
the targets of the analysis. The inter-company transfer group numbered 915.

3. Base Attributes of the Intra-Company Transfer Group and the Inter-Company
Transfer Group

Table 1 presents a number of the basic attributes of the intra-company transfer group
and the inter-company transfer group. By gender, the proportion of men was higher than the
proportion of women in both groups. By age structure, those in their 30s were more numer-
ous than those in their 20s or their early 40s. By the educational establishment attended
most recently, in the intra-company transfer group, the proportion of those who had at-
tended a technical college, junior college or vocational college was slightly higher than
those who had ended their education after high school, whereas in the inter-company trans-
fer group, both categories were more or less equal.” However, what both groups have in
common is the fact that the proportion of those who had attended universities or graduate
schools was the highest of all categories.

Even when a chi-square test was conducted to compare these attributes, no statisti-
cally significant differences were seen in the composition of the two groups. In general, in
the intra-company transfer and inter-company transfer groups, no clear differences can be
seen in such individual attributes as gender, age and academic background.

The area where a pronounced disparity can be seen between intra-company transfers
and inter-company transfers is in the form of employment during the most recent period of
non-permanent employment. In the inter-company transfer group, where the respondents
became permanent employees through changes of job, the most common form of employ-
ment immediately before the change of job was casual work. For students such as university
and high school students, casual work carries strong connotations of being a temporary form
of employment in order to earn the income that they require for living expenses or leisure.
However, casual employment after graduation might perhaps be perceived by workers or
companies as interim employment at the stage before beginning full-time employment as
permanent employees.

In the inter-company transfer group, the next highest proportion after casual work was
accounted for by job changes from registered temporary worker to permanent employee.
This category could well include at least some cases where a worker is employed as a per-
manent employee at a company to which he or she has been dispatched as a “tempo-
rary-to-permanent” employee, at the end of the planned period of employment as a tempo-
rary worker sent by a staffing agency. In response to the impact of the global recession that
began in the autumn of 2008, many difficulties related to the employment of temporary

” The educational establishment attended most recently that is indicated in the table includes
school, college or university where the respondent dropped out part of the way through that
educational stage.
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Table 1. Individual Attributes as Seen in the Cases of Intra-Company Transfers and

Inter-Company Transfers .
(Component ratio in each category, %)

Permanent employees who were non-permanent Intra-company [nter-company
employees immediately before taking up their transfers transfers
current positions (n=1,117) (n=915)

(A) Gender

Male 52.6 553
Female 474 447
(B) Age
20-24 years 23 2.7
25-29 years 19.3 18.9
30-34 years 30.8 332
35-39 years 30.2 284
40-44 years 17.5 16.7
(C) Educational establishment attended most recently
Junior high school 1.4 1.2
High school 26.9 29.7
Technical college, junior college, vocational college 29.5 293
University, graduate school 422 39.8
(D) Form of non-permanent employment (most recent)
Part-time work (limited days and limited hours) 10.4 10.5
Casual work 23.6 41.0
Temporary work 3.1 3.2
Part-time work (limited days) 1.9 1.8
Day labor 0.8 2.5
Temporary (sent from a staffing agency: registered) 26.5 19.0
Temporary (sent from a staffing agency: standard) 7.7 5.8
Temporary (sent from a staffing agency: other) 1.0 0.2
Independent contractor 1.9 33
Fixed-term contract 20.1 10.7
Fixed-term contract (annual) 2.6 1.3
Other (other than permanent) 0.4 0.8

Note: Web-based survey entitled Questionnaire on Ways of Working, implemented for the specially
promoted research project entitled Economic Analysis of Inter-Generational Issues. The same ap-
plies for all other tables.

workers were pointed out, such as the breaking of contracts and dismissal, and there were
those who raised doubts about the temporary employment system itself. However, the re-
sults here suggest that registered temporary employment is the next most important form of
employment after casual work as a route to becoming a permanent employee through a
change of job.
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In contrast, in relation to intra-company transfers, caution is required in the interpre-
tation of the most recent form of non-permanent employment. Looking at Table 1, we can
see that registered temporary employment is the form of non-permanent employment that
accounts for the highest proportion among the intra-company transfer group. If we interpret
these results literally, it means that registered temporary workers not only have the potential
to become permanent employees at the “temporary place of employment” where they are
actually working, but also that there are many cases in which they are employed as perma-
nent employees at the “dispatching company” with which they concluded an employment
contract. It suggests that there are few cases among non-permanent registered employees
who change their form of employment at the “dispatching company” as a standard perma-
nent employee.

In this survey, in relation to the transition from the most recent non-permanent em-
ployment to the current permanent employment, in cases where the respondents are cur-
rently working as permanent employees at places where they previously worked as tempo-
rary employees, they were prompted to select an option indicating the change of job (in-
ter-company transfer). However, there may be some who were employed as permanent em-
ployees at the temporary place of employment and who responded that they were trans-
ferred within the same company, considering their actual places of employment as their
workplace, irrespective of their employment contracts.

If we exclude registered temporary employment, the most common form of
non-permanent employment prior to experiencing an intra-company transfer was casual
work, as was the case with inter-company transfers. In fact, what is worthy of note in the
intra-company transfer category is the large number of those making the transition from
employees on fixed-term contracts. The results in the table suggest that some people are
aware that being a contract employee is a trial form of employment, with a view to the pos-
sibility of making the transition to becoming a permanent employee at the company in the
future.

III. Changes in Job Type and Workplace

1. Changes in Job Type
Table 2 presents a matrix representing the situation concerning changes between the
job type at the time of most recent employment as a non-permanent employee before the
transition and the job type when employed as a permanent employee after the transition,
showing the situation for both intra-company and inter-company transfers.® The matrix
values refer to the component ratio (percentage) of the permanent job type after the

transition as seen by job type while in non-permanent employment; the upper row shows the

8 In this survey, the number of non-permanent employees selecting the “managerial position” op-
tion was very low, at just 19, so this option has been excluded from the table.
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values for intra-company transfers, while the lower row shows the values for inter-company
transfers.

As well as the job type change matrix, the table also presents the pre-transition job
type component ratio for non-permanent employment as a whole in the column at the far
right (I), while the bottommost row (II) shows the post-transition job type component ratio
for permanent employment as a whole. The values in (I) and (II) promote an understanding
of the main discoveries related to the changes that are demonstrated in the matrix.

From (I), we can see that most transitions from non-permanent employment as a re-
sult of intra-company transfers arise from clerical positions, professional positions and
technical positions. More specifically, the proportion of those who were in clerical positions
before their transition to permanent employment was 36.9%, while the proportion of those
in professional and technical positions was 21.5%, so together they account for over half of
the total. Thus, the majority of intra-company transfers arise from white-collar job types,
while those from blue-collar job types such as production process jobs and manual labor did
not exceed 13.6% of the total.

Furthermore, from the inter-company transfers section of (I), it is evident that there
are points in common with intra-company transfers, as well as areas of difference. With
regard to the points in common, transitions from clerical positions are high in in-
ter-company transfers as well, at 24.5%. Moreover, transfers from non-permanent employ-
ment in production process jobs and manual labor were also limited in the category of in-
ter-company transfers, at 15.8%. Irrespective of whether it resulted from an intra-company
or an inter-company transfer, the transition from non-permanent to permanent employment
occurs most easily in clerical positions.

However, there are also differences from intra-company transfers in the category of
inter-company transfers. In the case of inter-company transfers, along with clerical positions,
there was a high incidence of transition from non-permanent employment in the case of
service positions. Inter-company transfers from professional and technical positions were
about as low as those from production process jobs and manual labor, at 16.2%.

At the same time, another important fact is revealed by the job type composition after
the transition to permanent employee status in (II); with regard to the job type composition
at the time of hiring as a permanent employee, there was hardly any difference between
intra-company and inter-company transfers. Irrespective of the transition process, what was
common to both intra-company and inter-company transfers was that the proportion of
those taking up permanent employment in clerical positions after the transition was the
highest, at around 40%. Moreover, permanent employees in service positions after the tran-
sition accounted for only a small proportion of the total in the case of intra-company trans-
fers, at 7.1%, and the level was similarly low in the case of inter-company transfers, at 8.1%.
On the other hand, in the case of professional and technical positions, where the occurrence
of inter-company transfers is not very common, whereas the proportion after the transition

in the case of intra-company transfers is 23.3%, in the case of inter-company transfers it was
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a comparable level, if slightly higher, at 25.1%. The job type composition after the transi-
tion to permanent employee status is surprisingly similar between intra-company and in-
ter-company transfers.

Behind the changes in the job type composition between the pre- and post-transition
situation are marked differences in the situation with regard to the changes in job type de-
tailed in the matrix in the table.

Looking at the diagonal matrix, we can see that the share of those remaining in the
same job type is markedly higher in the case of intra-company transfers than in the case of
inter-company transfers. In cases where non-permanent employees in clerical positions
transfer to positions within the same company, almost all (94.2%) become permanent em-
ployees in clerical positions. In the case of non-permanent employees in professional or
technical positions, 89.6% of those experiencing intra-company transfers moved to perma-
nent professional or technical positions. In the case of other positions, although the share of
those remaining in the same job type was comparatively low, compared with the case of
inter-company transfers, the disparity is large. The share of those in non-permanent em-
ployment in production process jobs and manual labor who remained in the same job type
after the transition to permanent employment is 78.3% in the case of intra-company trans-
fers, whereas in the case of inter-company transfers it was less than half, at 31.9%.

This fact means that, in the case of inter-company transfers, changes of job type occur
frequently as a result of the transition. In the case of intra-company transfers, 60% of those
in non-permanent employment in service positions transitioned to permanent employment
in service positions. However, in the case of inter-company transfers, the percentage of
those switching to permanent service positions after the transition from non-permanent ser-
vice positions, which were the most common, was low at 16.6%. Rather, non-permanent
employees in service positions mostly moved to being employed as permanent employees in
clerical positions or professional/technical positions at other companies through job trans-
fers.

In inter-company transfers, there were many cases of non-permanent employees in
sales/marketing positions transferring to permanent clerical positions, rather than positions
in the same job type. In the case of production process jobs and manual labor, although the
share accounted for by those working in the same job types after changing jobs was the
highest, the share of those changing jobs to take up professional, technical or clerical posi-
tions as permanent employees was also not that low, at 18-19%.

Changes of job type where there are frequent transitions from non-permanent em-
ployment arising from inter-company transfers give rise to results in which the job type
composition after the transition to permanent employee status does not differ greatly be-
tween intra-company and inter-company transfers.

Overall, we can see from Table 2 that job type is the main criterion in intra-company
transfers as the prerequisite that brings about the transition from non-permanent to perma-

nent employment, and this continues even after the transition, while there appears to be only
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a weak tendency to adhere to a particular job type in the case of inter-company transfers. In
fact, a different criterion from job type while in non-permanent employment lies behind

inter-company transfers.

2. Changes in Workplace

Table 3 presents a matrix of changes in the workplaces where the respondents worked
as non-permanent employees immediately before their transitions and where they worked as
permanent employees after their transitions. In addition, with regard to workplaces, in the
case of temporary workers and independent contractors, rather than asking about the dis-
patching company or the company issuing the contract, the survey sought answers about the
places to which the respondents were dispatched or contracted.” In the same way as Table 2,
the column on the far right indicates the workplace composition at the time of
non-permanent employment, while the bottom row shows the workplace composition at the
time of permanent employment.

If one looks at the table, naturally, the proportion of those working in the same kind
of workplace after the transition is high in the case of intra-company transfers. Of the
non-permanent employees who had been working in the “administrative division of the
company (headquarters/head office),” the proportion of those who became permanent em-
ployees working in the “administrative division of the company (headquarters/head office)”
in the same way after the transition is 93.6%. In the case of intra-company transfers, ex-
cluding the “sales office/service center/call center” and “other premises (hotel, internet café,
karaoke parlor, entertainment-related business, etc.)” options, in all of the other workplaces,
at least 75% of respondents are working as permanent employees in the same kind of
workplace.'

However, even in the case of transfers within the same company, a number of cases
are evident in which the workplace changed as a result of the transition from non-permanent

to permanent employee status.'' For example, of the non-permanent employees working in

? In the event that there were multiple workplaces, the respondents were asked to answer about the
workplace where they spent the greatest number of years working.

10" Apart from transfers of workplace, the transfer situation related to the scale of employees
(number of permanent employees) overall in the company where respondents are employed was also
surveyed. According to this, naturally, in the case of intra-company transfers, the proportion of re-
spondents working in a workplace with the same scale of employees before and after the transfer is
high. On the other hand, there were also cases in which the current scale of employees, since the re-
spondent became a permanent employee, has increased compared with the stage at which the respon-
dent was a non-permanent employee. This result tells us that the transition from non-permanent to
permanent employment has occurred as a consequence of an expansion in employment by the com-
pany, even if only indirectly.

' These are cases in which the company where the respondent was working most recently as a
non-permanent employee and the company where he/she is currently working as a permanent em-
ployee are the same, and correspondents to the option “I was working as a non-permanent employee at
a different workplace in my current company.”
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the “administrative division of the company (branch office/branch store/affiliate),” the pro-
portion who transitioned to the headquarters or head office of the same company as a per-
manent employee was 16.4%.

More than this, though, the change in the type of workplace in the case of in-
ter-company transfers was significant. Looking at the column on the far right (I), we can see
that the workplaces of non-permanent employees where the greatest number of in-
ter-company transfers takes place are in the “retail store/catering establishment (supermar-
ket, convenience store, restaurant, Japanese-style pub, etc.)” category (20.8%). However,
looking at the subsequent changes based on the matrix, we can see that the proportion of
those working in retail stores or catering establishments after the transition was around one
person in ten. The majority became permanent employees working at a “facto-
ry/construction site/work site” or in the administrative division of a company.

In the case of inter-company transfers, the highest proportion of transitions involving
the same kind of workplace before and after the transition is accounted for by the “adminis-
trative division of the company (headquarters/head office)” category, with a share just shy
of 70%, at 69.4%. Conversely, in the case of non-permanent employment in a different kind
of workplace, the proportion accounted for by permanent employment at the company
headquarters or head office is high. Of the people working as non-permanent employees at a
branch office, branch store or affiliate, the proportion who became permanent employees
working at the head office as a result of a change of job is around 40%.

As a result, in this area as well, the workplace composition immediately after becom-
ing a permanent employee, as shown in the bottom row of Table 3 (II) is similar in the case
of both intra-company and inter-company transfers. From (I), one can see that in the case of
intra-company transfers, the proportion of non-permanent employees in the “administrative
division of the company (headquarters/head office)” changing workplace was higher than in
the case of inter-company transfers. However, looking at (II), we can see that the proportion
accounted for by the “administrative division of the company (headquarters/head office)” is
about the same in the case of intra-company and inter-company transfers, at around 36%,
due to the diversity of workplace transfers arising from inter-company transfers. Moreover,
as a result of the fact that most non-permanent employees who had been working at a “retail
store/catering establishment” departed that category for other workplaces, the proportion of
those working as permanent employees at retail stores or similar establishments after the
transition was low, as in the case of intra-company transfers.

From the above, we can conclude that the transition from non-permanent to perma-
nent employment by means of intra-company transfers often involves a move to the same
kind of workplace, primarily the administrative division of a company, whereas most transi-
tions from non-permanent to permanent employment involving a change of company are
characterized by the fact that they result in a move to a different kind of workplace.
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IV. Careers at the Non-Permanent Employee Stage

1. Continued Service and Experience Changing Jobs

In the previous section, it was confirmed that, in the transition from non-permanent to
permanent employment, employees were more likely to stick to the same job type and
workplace in the case of intra-company transfers than in the case of inter-company trans-
fers.

In the web-based survey conducted for this paper, those currently working as perma-
nent employees were asked about their employment circumstances when they were pre-
viously working as non-permanent employees. One of the specific questions asked was
about the length of continued service at the workplace where they were most recently em-
ployed as non-permanent employees.

Genda (2008a) discovered that, compared with a continuous length of service in one’s
previous non-permanent employment of less than a year, the probability of finding em-
ployment as a permanent employee after leaving non-permanent employment increases sig-
nificantly as the length of continued service in one’s previous job increases to between two
and five years. As a background to this, it was suggested that if the company considering
employing a person only has incomplete information about that worker’s abilities and pro-
pensity to remain in a job, his or her length of continued service in a previous job could
possibly function as a signal.

The results of this demonstration were obtained as a result of analysis of the individu-
al responses to the Employment Status Survey, but this survey did not investigate the transi-
tion from non-permanent to permanent employment within the same company. Conse-
quently, the significance of the length of continued service during non-permanent employ-
ment in the case of intra-company transfers remained unclear, compared to the case of in-
ter-company transfers. Accordingly, the survey conducted for this paper asked how long the
respondents had worked as non-permanent employees in the workplaces where they had
been employed most recently as non-permanent employees.'> Table 4 shows component
ratios of the length of continued service during the most recent period of non-permanent
employment, separated into the categories of intra-company transfer and inter-company
transfer.

The highest component ratio with regard to length of continuous service as a
non-permanent employee was between one and three years in the case of both in-
tra-company and inter-company transfers. However, comparing both transfer routes, the
weighting of long-term continuous service was higher overall in the case of intra-company
transfers compared with inter-company transfers. The component ratio of between three and

12 Here as well, rather than asking about the dispatching company or the company issuing the con-
tract, the survey sought answers about the place to which the respondent was dispatched or contracted,
and in the case where there were multiple workplaces, the respondents were asked about the
workplaces where they had spent the longest continuous amount of time.
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Table 4. Employment Conditions When Still a Non-Permanent Employee and
Self-Assessment Thereof

(Component ratio in cach category, %)

Intra-company Inter-company

transfers transfers
(A) Period of continued employment at the workplace where
respondent was working as a non-permanent employee
most recently
Less than 6 months 17.8 20.6
More than 6 months but less than a year 225 29.5
More than a year but less than 3 years 36.9 349
More than 3 years but less than 5 years 16.0 9.7
More than 5 years 6.8 5.4
(B) Number of companies where respondent has worked as a
non-permanent employee in the past
1 company 49.2 41.2
2 companies 25.0 28.2
3 companies 12.4 14.4
4 companies 3.7 4.3
5 companies or more 9.7 11.9
(C) Is the respondent’s experience gained as a non-permanent
employee in the past being used in the current job (as a
permanent employee)?
Utilized 90.2 66.6
Not utilized 9.9 334
(D) Did the respondent feel a sense of personal growth in his
or her work during the most recent period of non-permanent
employment
Yes 78.7 70.0
No 21.3 30.1

Note: With regard to (A) and (B), in the case of temporary workers and independent contractors, rather
than asking about the dispatching company or the company issuing the contract, respondents were
asked about the place to which they were dispatched or contracted (where there are multiple
workplaces, respondents were asked to answer about the workplace where they had worked for the
longest amount of time). Moreover, in all cases from (A) to (D), the component ratio is statistically
significant at the level of 1%, as a result of the chi-square test.
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five years applied in 9.7% of cases in inter-company transfers, while in the case of in-
tra-company transfers it was more than six percentage points higher, at 16.0%.

From these results, it is evident that in job changes from non-permanent employment,
experience of past continued employment as a non-permanent employee is emphasized in
the case of intra-company transfers. However, the implication of this might perhaps differ
from the interpretation of a “signaling” effect through job changes. In signaling, the asym-
metric nature of information available to those changing jobs and those recruiting new em-
ployees at companies, in relation to the abilities of the potential hire and his or her propen-
sity to remain in a job, was the basic premise. On the other hand, within companies, even if
they are not perfect, opportunities for learning do arise through the close observation of a
non-permanent employee’s abilities and attitude towards the job, and managers and execu-
tives can gradually recognize these more accurately (Harris and Holmstrom (1982), etc.).
Thus, as a result of the “learning effect” through continued employment for a particular
period of time, companies become able to discern in a more “noiseless” fashion which
non-permanent employees have the qualities and drive required to be permanent employees.

Furthermore, in addition to the learning effect, one can anticipate a “training effect”
from continued employment at the same company for a particular period of time, whereby
an employee gains the specific skills required for that company through on-the-job training.
Against the background of these learning and training effects, it is likely that a longer period
of continued service is required in order to make the transition from non-permanent to per-
manent employee status through an intra-company transfer. At the same time, these effects
are consistent with the fact that some employees in non-permanent employment are coming
to form the lower tier of the internal labor market, as pointed out by Genda (2008b). A cer-
tain level of continued employment promotes the internalization of non-permanent em-
ployment, not only leading to an increase in income, but also bringing about the creation of
more permanent employees, with a view to their transition to the middle and upper tiers of
the internal labor market.

The importance of continuous employment in intra-company transfers can also be
confirmed through another question. In this survey, respondents were asked about how
many companies they had previously worked at as non-permanent employees (however,
casual work while still in school was excluded). The component ratios for this are also
shown in Table 4.

According to this table, of the people who had achieved a transition to permanent
employee status through an intra-company transfer, the percentage of those who had only
experienced working at one company as a non-permanent employee — in other words, those
who had only worked at the companies where they were currently working as permanent
employees — is 49.2%, or about half of the respondents experiencing intra-company trans-
fers. The proportion of those who had worked as non-permanent employees at only one
other company than their current company is 25.0%, so these two possibilities together ac-

count for three-quarters of the total. In comparison, in the case of inter-company transfers,
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the proportion of those who had only experienced non-permanent employment at one com-
pany was lower than in the case of intra-company transfers."” The trend towards continued
employment at a specific company is stronger in the case of intra-company transfers than in
the case of inter-company transfers.

2. Self-Assessment of Non-Permanent Employment Experience

Furthermore, this survey asked respondents to carry out a self-assessment of the ca-
reers they were pursuing during their period of non-permanent employment. More specifi-
cally, they were firstly asked “Are the experiences that you gained through your previous
non-permanent employment being utilized in your current job?” It goes without saying that
their current jobs are the jobs in which they work as permanent employees. The results of
this assessment are shown in Table 4, categorized by intra-company and inter-company
transfers.

Looking at the table, we can see that, of those people who became permanent em-
ployees through an inter-company transfer, two-thirds (66.6%) responded that the work
experience that they had gained in the past as non-permanent employees was being utilized
at present. In contrast, in the case of intra-company transfers, 90.2% gave a positive evalua-
tion, stating that their past experience as non-permanent employees was being utilized at
present.

Strictly speaking, what the intra-company transfer group was assessing was not nec-
essarily their work as non-permanent employees at the same companies immediately before
becoming permanent employees. However, as seen earlier, around half of the intra-company
transfer group had only had experience working as non-permanent employees at their cur-
rent companies, and the length of continued service was long. Consequently, one can infer
that it was precisely the fact that they had useful experiences during their period of
non-permanent employment at their current companies that led to their period of continuous
employment as non-permanent employees. As a result, it can be said that the fact that the
specific job types that they had experienced as non-permanent employees and the abilities
that they had built up in the workplace were recognized by the companies led to their em-
ployment as permanent employees.

There was also a question that showed that growth opportunities as a non-permanent
employee are abundant in the case of intra-company transfers. The survey asked, “When
you were working as a non-permanent employee most recently, did you feel that you expe-
rienced personal growth in regard to your work?” What the survey was asking for here was
the respondents’ self-assessments concerning their non-permanent employment when they
were working at different companies immediately before becoming permanent employees,
in the case of inter-company transfers, and concerning their employment as non-permanent

B with regard to the component ratios for length of continuous service and number of companies
where respondents had worked as non-permanent employees, the differences between intra-company
and inter-company transfers were statistically significant at the 1% level.
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employees at their current companies, in the case of intra-company transfers.

The results of this are shown in Table 4 as well. In the case of inter-company trans-
fers, 70.0% stated that they had experienced a sense of growth in their most recent work as
non-permanent employees, whereas in the case of intra-company transfers, the level was
even higher, at 78.7%, a statistically significant difference.

Compared with inter-company transfers, work experience cultivated as a
non-permanent employee is more likely to have a beneficial effect on subsequent employ-
ment in the case of the creation of permanent employees through intra-company transfers,
where employees have a strong tendency to have been working in a single place of em-
ployment continuously, and is more likely to lead to a sense of growth for the individual

14
concerned.

3. Reason for Becoming a Permanent Employee

The reasons for having switched from being a non-permanent to a permanent em-
ployee have been summarized in Table 5, based on the results indicating the workers’ own
awareness. The table provides different options for intra-company and inter-company
transfers. Both are the results of having asked respondents to provide multiple answers re-
garding what they feel was recognized when they were hired as permanent employees.

With regard to the reasons for changing from being a non-permanent to a permanent
employee within the same company, the foremost reason was that the respondent had been
highly evaluated or recommended by an executive, manager or other permanent employee,
at 58.2%. The next most common reasons were that permanent employment was the result
of the respondent’s own efforts to become a permanent employee and the existence of a
permanent employee recruitment system, but compared with recognition from the company,
the levels were less than half of the overall responses.'” There were few cases of
non-permanent employees who were hired from the outset with the plan for them to become
permanent employees, at 14.9%.

From these data, we can surmise that companies screen their non-permanent em-
ployees after a certain period of time, with those non-permanent employees who were rated
highly in this process achieving permanent employee status as a result of having their skills
improved by undergoing training.

What are the reasons for the transition through inter-company transfers? If we look at
the lower table in Table 5, the overwhelming majority responded that their own characters

' The essential issue in bringing about an improvement in non-permanent employment is the con-
struction of a new system for developing skills. This is a “collaborative skills development system,”
which is neither a system in which the individual takes responsibility him- or herself, nor a system in
which someone else takes responsibility for everything, but rather a system in which the worker him-
or herself, the company and the government each fulfil their responsibilities. For further discussion
regarding this point, please refer to Genda (2009).

'S For a brief summary of the current status of permanent employee recruitment systems and re-
lated issues, please refer to Takeishi (2008), etc.
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Table 5. Reasons for Having Switched from Being a Non-Permanent to a Permanent
Employee (by transfer type, multiple responses possible, %)

I. Reason for Having Transferred within the Same Company (%)
e Because of being highly evaluated or recommended by an executive, manager or 582
other permanent employee ’
* Because of having had a strong desire and made a major effort to become a 7.0
permanent employee ’
¢ Because the company had a permanent employee recruitment system 22.7
® Because the need to consider such circumstances as childbirth or caring for elderly 15
family members had disappeared ’
» Because a situation emerged in which it became an absolute necessity to work as a 56
permanent employee ’
e Because the decision to employ me as a permanent employee was taken when I was 14.9
employed as a non-permanent employee '
e Because a job for a permanent employee just happened to come up in my workplace =pe]
e Other 5.6
II. Reason for Having Transferred between Companies
(Points Thought to Have Been Recognized in Recruitment)
¢ My own character and attributes (diligence. honesty, tenacity, etc.) 56.9
o The content of my job or performance and experience when working as a permanent 254

employee in the past

¢ The content of my job or work experience gained when working in a position other
than a permanent employee in the past, as a part-timer or a temporary employee, or 22.7
on a fixed-term contract, etc.

¢ My qualifications and skills 34.6

¢ The reputation of the companies where I have worked in the past 7.7

e My academic background or circumstances during my student years (academic 0.8
performance or club activities, etc.)

e My health, strength, etc. 15.1

e My network of contacts, such as family. friends and acquaintances 112

e Other 2.8

and qualities (diligence, honesty, tenacity, etc.) were recognized, accounting for 56.9% of
the multiple responses. The next most common response was that their qualifications and
skills had been recognized, at 34.6%. Genda (2008a) as well found that qualifications in
fields such as social services and medical care, along with the number of years of continued
service in the past, influenced the transition of the employment status of non-permanent
displaced workers, and these results are consistent with those findings.
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On the other hand, those responding that the content of their work and their expe-
riences when working other than as permanent employees were recognized accounted for
just 22.7%. Those listing the content of their work and past performance and experiences
when working as permanent employees before their most recent period of non-permanent
employment accounted for 25.4%. However, in every case, rather than the content of past
“jobs,” the main focus of recognition in inter-company transfers was the attributes of the
“individual concerned,” that is to say, the worker him- or herself, as represented by their
characters and qualities.

Thus, the direct reasons for the respondents having achieved permanent employee
status also imply the fact that the main factors bringing about the transition differ between

intra-company and inter-company transfers.
V. Employment Conditions Brought about by the Transition

1. Changes in Employment Conditions

Finally, let us look at what kind of changes in employment conditions result from the
transition from non-permanent to permanent employment, according to whether it is an in-
tra-company or inter-company transition.

With regard to changes in employment conditions, the first thing that will be noticed
is probably the change in wage earnings. Of the two types of transition, those who had un-
dergone an intra-company transfer were asked whether or not their monthly pay
(take-home) had increased since becoming permanent employees, compared to when they
were working as non-permanent employees in their current companies. At the same time,
those who had undergone inter-company transfers were asked whether their monthly pay
had increased by their becoming permanent employees, compared to when they were last
working as non-permanent employees.

The results of this are shown in the upper table of Table 6. Whereas monthly pay in-
creased in 61.8% of cases of intra-company transfers, the figure was higher in the case of
inter-company transfers, at 66.2%. In both situations, there were examples of pay decreas-
ing, in 21-22% of cases, but overall, pay increased more often as a result of an in-
ter-company transfer than of an intra-company transfer, and this difference is statistically
significant.

With regard to the background to the increase in wage earnings, Table 6 also shows
that it was more common for changes in responsibility in the respondent’s normal work to
have increased in the case of inter-company than intra-company transfers. The same table
shows that feelings of job satisfaction resulting from having become a permanent employee
increased to a greater extent in the case of inter-company transfers than in the case of in-
tra-company transfers.

Overall, these results tell us that inter-company transfers due to a change of job give
rise to greater changes in employment conditions being experienced by the worker in
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Table 6. Changes in Employment Conditions Arising from the Transition from
Non-Permanent to Permanent Employment

(Component ratio in each category, %)

Intra-company  Inter-company
transfers transfers

(A) Changes in monthly pay (take-home)

Increased 61.8 66.2

Did not change 16.4 11.2

Decreased 21.8 22.6
(B) Changes in responsibility in normal work

Increased 68.8 70.6

Did not change 30.9 26.0

Decreased 0.4 34
(C) Changes in job satisfaction

Increased 484 57.9

Did not change 43.1 325

Decreased 8.5 9.6

Note: With regard to (A) from (C), the focus of the comparison with current permanent
employees was the time when they were previously working as non-permanent em-
ployees at their current companies, in the case of intra-company transfers, while in
the case of inter-company transfers, it was the time when they were working most
recently as non-permanent employees. In addition, the component ratio in all items
from (A) to (C) is significant at the 1% level through the chi-square test.

question than do intra-company transfers. In the transition from non-permanent to perma-
nent employment, most inter-company transfers arising from a change of job result in an
increase in income, as well as a rise in work-related responsibilities and job satisfaction.
Compared with this, changes in employment conditions in the case of intra-company trans-
fers are smaller. This suggests that during ongoing employment at a single company, em-
ployees had already been experiencing gradual changes in the content of their work and
their pay even before normalization.

2. Annual Income and Working Hours after the Transition
So, as a result of a change of job bringing about major changes in working conditions,
in the transition from non-permanent to permanent employee status, is it the case that in-

ter-company transfers result in a higher income after becoming a permanent employee than
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do intra-company transfers? Do inter-company transfers have the effect of giving rise to a
bigger increase in the salary of permanent employees?

In order to clarify these points, let us estimate the earnings function of people who
have experienced employment as non-permanent employees, and who are currently working
as permanent employees at private sector companies. The dependent variable is the annual
income (the amount before deductions, such as taxes and social insurance premiums) from a
person’s current job over the past year.'®

In this survey, in order to avoid a situation in which people declined to respond, to the
greatest degree possible, rather than asking them about the absolute level of their annual
incomes, a method was adopted whereby they selected one option from a value range re-
lated to annual income.'” Then, after turning the upper and lower limits of each category
into a natural logarithm, interval regression was carried out.

In the explanatory variables, in the same way as the estimate of the ordinary earnings
function, dummy variables were used, in relation to gender, age, academic background, job
type, number of years of continued employment in the current workplace (length of service)
and number of employees. In doing so, as the transition process from non-permanent to
permanent employment, with intra-company transfers as the reference group, the dummy
variables for inter-company transfers were added to the explanatory variables.

Furthermore, in order to research the impact of inter-company transfers on the content
of work as a permanent employee from a different perspective, interval regression was car-
ried out in relation to working hours (natural logarithm values) during a normal week, using
the same explanatory variables as in the estimate of earnings function.'® Table 7 shows the
results of the interval regression in relation to the earnings function and weekly working
hours.

Looking at the earnings function, we can firstly see similar results to the normal esti-
mate. As well as the annual income of women being significantly lower than that of men,
the annual income level was higher if an individual had a higher level of education, a longer

e However, if a year had not yet passed, respondents were asked about the amount that they an-
tici%ated receiving.

More specifically, respondents were asked to select one option from among the following:
“None,” “Less than ¥250,000,” “Around ¥500,000 (¥250,000—less than ¥750,000),” “Around ¥1 mil-
lion (¥750,000—less than ¥1.5 million),” “Around ¥2 million (¥1.5 million—less than ¥2.5 million),”
“Around ¥3 million (¥2.5 million—less than ¥3.5 million),” “Around ¥4 million (¥3.5 million—less than
¥4.5 million),” “Around ¥5 million (¥4.5 million—less than ¥6 million),” “Around ¥8 million (¥6 mil-
lion—less than ¥10 million),” “¥10 million or more,” “Don’t know/don’t wish to answer.” Samples
where the respondent had selected “Don’t know/don’t wish to answer” were excluded from the esti-
mate of earnings function.

18 Respondents were asked to select one option from among the following concerning their work-
ing hours during a normal week: “Less than 20 hours,” “20 hours—less than 30 hours,” “30 hours—less
than 40 hours,” “40 hours,” “More than 40 hours—less than 50 hours,” “50 hours—less than 60 hours,”
“60 hours or more.” The estimate was conducted after formulating a natural logarithm from the upper
and lower limits of each category.
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Table 7. Specific Factors in Annual Income and Weekly Hours Worked
(Interval Regression Analysis)

Annal Incoims Weekly Hours Worked
(Past Year) o

Asymptotic Asymplotic

Coefficient Coefficient
t-value _t-value

Gender

Female -0.2034  -5.14 === 0832 -4.5] #==
Age Range

25-29 years 0.1665 1.54 0.0832 1.91 *

30-34 years 0.1966 1.84 * 0.0873 2.03 **

35-39 vears 0.3279 306 === 0.1054 241 **

40-44 years 0.4048 3.67 *** 0.1511 3.31

Academic Background
Junior high school 0.0878 0.60 -0.0212 -0.31

Technical college, junior college,

vocational college -0.0068  -0.16 0.0037 0.19
University or graduate school 0.1369 3.38 e 0.0568 2,99 wee
Job Type
Professional or technical position  0.1832 3,10 #** 0.0234 081
Clerical position 01079 1.77 * -0.0019  -0.07
Sales or marketing position 0.1174 1.68 * 0.0017 0.05
Service position =0.0063  -0.09 -0.0389  -1.15
Transport or security position 0.1154 1.44 0.0342 0.86
Other (L1286 1.05 0.0301 0.53
Continuous Employment Period
1 year - less than 3 years 0.0789 1.14 0.0325 1.09
3 years - less than 5 years 0.2018 2,90 = 0.0910 2,99 #3+
5 years - less than 10 years 0.2590 3.77 vee 0.0974 3.20 v
10 years - less than 15 years 0.2649 3.39 see 0.0884 2.44 **
15 years - less than 20 years 0.3611 JAR e 0.1094 1.81 *
Al least 20 years 0.3804 241 == 0.2376 2.59 #»»
Number of Employees
5 -9 people 0.0913 1.03 0.0207 .55
10 - 99 people 0.1048 1.45 0.0574 1.85 *
100 - 299 people 0.2549 331 s 0.1008 299 %4
300 - 999 people 0.3293 4,16 *** 0.1355 3T e
At least 1,000 people 0.4028 5.34 #ss 0.1453 4.28 #=+
Inter-Company Transfers (from
NUII‘PI:[IDE:]I:;]I o I‘crmar{zcnﬂ VNG S VN30 A
Constant Term 4.9348 3416 *=* 37616 61.31 ***
Sample Size 1.901 1.486
Log Likelihood -3,997.95 -2,144.79

Note: The reference group is female (gender), 20—24 years (age category), high-school (educational
establishment attended most recently), less than a year (continued employment period), production
process/manual labor position (job type), fewer than five employees (organizational scale). A nat-
ural logarithm was developed from annual income and working hours. In addition, annual income
is the amount before deductions such as taxes and social insurance premiums, while weekly
working hours are the hours worked during a normal week, including overtime and attendance at
work on days off. The number of employees is the number of permanent employees including all
those at the company’s head office, branch offices and factories. ***, ** * indicate the signific-
ance at the 1, 5 and 10% levels. The targets in all cases are permanent employees at private sector
companies.
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period of continued service, and worked at a larger company. In terms of job type, com-
pared with production process jobs and manual labor, professional and technical positions
had higher annual incomes, a difference that was significant at the 1% level, while in the
case of clerical positions and sales and marketing positions, annual income is higher, albeit
at the 10% level.

Looking at the inter-company transfer dummy coefficient, the absolute value of the
coefficient is small and it is insignificant in statistical terms as well. In other words, com-
pared with intra-company transfers, there is no visible effect of annual income being pushed
up after transitioning to permanent employee status in the case of inter-company transfers.
Furthermore, from the results of the estimate of the working hours function, we can see that
the inter-company transfer dummy coefficient was insignificant, and in the same way as the
earnings function, no characteristic trend was observed.

As seen in Table 6, there is a high frequency of wage increases in the case of in-
ter-company transfers. Nevertheless, the fact that there is no visible difference in the annual
income levels demonstrates that the wages of those who were in non-permanent employ-
ment and have changed jobs and moved between companies were lower when they were in
non-permanent employment than in the case of those who experienced an intra-company
transfer. To put it another way, whereas those experiencing intra-company transfers re-
ceived gradual increases in pay as they became internalized when they were in
non-permanent employment, for those experiencing inter-company transfers, from the point
at which their employment as permanent employees was determined as a result of a change
of job, their pay increased dramatically.

One important discovery from this is that in the case of permanent employees with
identical attributes, irrespective of their transition routes from non-permanent employment,
it is anticipated that there will be a tendency for their annual income to converge at a certain
level. The details of their transition from non-permanent employment do not have an impact
on their wage levels after the transition, so wages after becoming a permanent employee are
independent of the transition route from non-permanent employment.

As a background to this, there is perhaps a type of arbitrage between non-permanent
employees becoming permanent employees. Non-permanent employees with the potential
to become permanent employees face a choice between staying at the same company and
building up a record of achievement in their jobs, or promoting their own high ability levels
through a change of job. If the expected utility of the transition through an intra-company
transfer is greater than that through an inter-company transfer, the tendency of more
non-permanent employees to remain settled in a company is likely to strengthen. In that
event, there might be an excess supply of non-permanent employees with high potential
ability within a company, and this might reduce the expected utility of intra-company trans-
fers.

Conversely, if the expected utility of inter-company transfers through a change of job

is high, there will be a lack of high-ability non-permanent employees within a company,
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which is likely to have the function of increasing the effect of intra-company transfers.
From this process, in equilibrium, as a result of the expected utility of intra-company and
inter-company transfers becoming equal among non-permanent employees with identical
potential abilities, it is conceivable that pay after becoming a permanent employee will
cease to depend on the transition route. The fact that no dependency on the path from
non-permanent employment can be seen in the pay of permanent employees is a new dis-

covery from this study."”
VI. Conclusion

The main body of this paper compared transfers between companies as a result of
changes of job with the status of transitions from non-permanent to permanent employment
within a single company, with regard to which the store of positive research was hitherto
inadequate. From this unique survey aimed at people currently in permanent employment
who have experienced non-permanent employment since their graduation from school, it
has become clear that there are major differences in the transition process from
non-permanent to permanent employment in the cases of intra-company and inter-company
transfers. Based on the results of this paper, the respective transitions can be summarized as
follows.

Firstly, with regard to the transition from non-permanent to permanent employment
through intra-company transfers, the main evaluation criterion when selecting an employee
for permanent employee status is the jobs in which they were working as non-permanent
employees. In the case of intra-company transfers, there is a strong tendency for workers to
stick to the same kind of job type and workplace before and after their transition from
non-permanent to permanent employment, while the content of their work during their pe-
riod of non-permanent employment determines their jobs after the transition.

In contrast to this, in the process of the transition from non-permanent employment
through inter-company transfers, after the transition, it is usual to experience a different job
type and workplace from those experienced during one’s period of non-permanent em-
ployment. In the case of inter-company transfers, as symbolized by the fact that character
and qualities are valued as reasons for employment, the attributes of the individual are the
main evaluation criterion, rather than the content of the work that they have experienced
until that time.

Thus, in addition to work being the main evaluation criterion in intra-company trans-
fers, and the individual being the main criterion in inter-company transfers, differences be-
tween the two types of transfer are also visible with regard to the degree of improvement in
the employment situation arising from the transition of employee status.

19 Papers that have used economic theory to model pay decisions based on the premise of the in-
completeness of this kind of information and the learning effect include Harris and Holmstrom (1982),
and Beaudry and DiNardo (1991).
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In the case of intra-company transfers, the length of continued service within a single
company is longer and the propensity to remain in the same job is stronger than in the case
of inter-company transfers. In the internalization process, in which workers increase their
abilities through continuous service for a certain period of time, and are screened through
their working conditions, even non-permanent employees experience gradual increases in
pay, satisfaction and responsibility levels in their work. By gradually approximating a per-
manent employee through incremental changes in job content, the degree of improvement in
a person’s employment situation is relatively small, even after becoming a permanent em-
ployee.

On the other hand, in the case of inter-company transfers, the recognition of job con-
tent during the period of non-permanent employment is weaker, and even if the individual
concerned has a high level of ability and ambition, the impact of the imperfect nature of
information makes it difficult for this to be immediately reflected in pay. When this was
believed to contribute to permanent employment, the evaluation of the individual’s abilities
and ambition was promptly upgraded and a more significant improvement in conditions
took place.

Another important discovery was the revelation that annual income after becoming a
permanent employee does not depend on the transition route from non-permanent employ-
ment. Non-permanent employees who have become permanent employees are assessed in
general on their own abilities and the content of their work, including their academic back-
grounds, job types, number of years of continued service and the scale of the company, and
pay is determined on the basis of these. The reason for this is likely to be the impact of
permanent employee pay becoming independent of past transition routes, due to the work-
ings of arbitration concerning the expected utility of intra-company and inter-company
transfers.

Does the above have any other implications? Firstly, from this study, it has once more
been verified that accumulating continued experience in a specific job type within a com-
pany gradually improves working conditions from the time when an employee is in
non-permanent employment and may bring about permanent employment. This suggests
that progressively developing an environment in which non-permanent employees can con-
tinue working for a certain period of time has the potential to promote the transition of their
employment status.

In contrast, in order to encourage the transition as a result of inter-company transfers
through job changes, it is desirable to alleviate the difficulties of non-permanent employees
who, although they have the potential to work as permanent employees, remain unable to
bring to the surface their latent abilities and ambitions. In the transition through in-
ter-company transfers, the improvement of the environment from the perspective of infor-
mation in the labor market is effective as a policy, in order to eliminate the asymmetric na-
ture of information between companies and workers in relation to individual abilities.

54



Non-Permanent Employees Who Have Become Permanent Employees

References

Beaudry, Paul, and John DiNardo. 1991. The effect of implicit contracts on the movement
of wages over the business cycle: Evidence from micro data. Journal of Political
Economy 99, no. 4:665-88.

Genda, Yuji. 2008a. Zenshoku ga hiseishain datta rishokusha no seishain he no iko ni tsuite
[Transition into regular employment among separating non-regular employees]. The
Japanese Journal of Labour Studies 50, no. 11:61-77.

. 2008b. Naibu rodo shijo kaiso to shite no hiseiki [Non-permanent employment as

the lower tier of the internal labor market]. The Economic Review 59, no. 4:340-56.

. 2009. Kyodogata noryoku kaihatsu he [Towards collaborative skills development].
Business Labor Trend, April.

Harris, Milton, and Bengt Holmstorm. 1982. A theory of wage dynamics. The Review of
Economic Studies 49, no. 3:315-33.

Nishimura, Takashi. 2008. Shugyo keitai no tayoka to kigyonai rodo shijo no henyo: Wa-
kingu pason chosa 2006 [Diversification of employee forms and the transformation of
a corporate labour market: Re-analysis for the Working Person Survey 2006]. Special
issue, The Japanese Journal of Labour Studies 50:145-57.

Sato, Hiroki. 2004. Jakunensha no atarashii kyaria to shite no “mikeikensha kangei”’kyujin
to “seishain toyo”kikai [Job offered to people with no previous experience as “new
career opportunities” for young people and their chance to become “regular em-
ployees”]. Special issue, The Japanese Journal of Labour Studies 46:34-41.

Takeishi, Emiko. 2008. Hiseishain kara seishain he no tenkan seido ni tsuite [Conversion
system from part-time work to full-time work]. The Japanese Journal of Labour Stu-
dies 50, no. 4:50-53.

55



