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I. Introduction

For anyone involved in labor issues in Japan, it must already be common knowledge
that there are several definitions of non-regular employees. What may be less well-known,
however, is that different definitions will produce different trends for historical increases in
this category. Figure 1 shows trends in the ratio of non-regular employees to employees in
general, based on two typical definitions found in the Labour Force Survey by the Ministry
of Internal Affairs and Communications (MIC).

In Panel (A), the definition of non-regular employees is based on “employment sta-
tus,” determined according to the length of the labor contract. It shows the ratio of “Tempo-
rary employees” (with labor contracts of up to 1 year) and “Daily employees” (contracts of
less than 1 month) to all employees. As the maximum length of labor contract was one year
by 2005, these categories show the whole of fixed-term contracted workers at least by 2005.
In Panel (B), the definition is based on the “type of employment,” determined according to
descriptions and/or titles used in the workplace. It calculates the ratio of employees not de-
scribed as “full” or “regular” employees. The resultant figure is normally quoted in expres-
sions like “non-regular employees have passed the 30% mark.”

While both Panels show the same general trend in the share of non-regular employees,
one cannot fail to notice a clear difference between the two. For example, while the share of
non-regular employees in Panel (A) is between around 10% and 15%, in Panel (B) the share
is much larger, between 15% and 35%. Of course, although these two figures are based on
the same sample, it should not be surprising that the two show different ratios just because
they are based on different definitions. What is more noteworthy is that they also differ in
the time-series trend for increases in non-regular employees. Under the definition in Panel
(A), the ratio of non-regular employees only increased for a relatively short period from
around 1996 to 2002; it did not continue to rise throughout the “Lost Two Decades.” By
contrast, the increase in non-regular employees according to Panel (B) had already started in
the 1980s, long before the “Lost Two Decades,” and the trend remained relatively constant
over a quarter of a century. According to the former definition, the increase in non-regular
employees is seen as related to temporary economic change, such as deregulation. Under
the latter definition however, it is suggested that the increase in non-regular employees
should rather be understood as longer term and more continuous changes in economic
structure.

Thus, the definition of non-regular employees is not merely an issue of statistical
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Figure 1. Trends in Ratios of Non-Regular Employees According to
the Labour Force Survey (1984-2010)

measurement, nor of some futile academic discussion. It needs to be seen as an important
economic issue closely related to the role played by non-regular employees in the labor
market. This paper sets out to briefly organize the definitions of non-regular employees
mainly found in labor statistics administered by the government, and to clarify some eco-
nomic aspects behind the differences between them.

I1. Definitions Based on Working Hours

The definition of non-regular employees in government statistics could be broadly di-
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vided into three types. Two of these have already been discussed, namely (A) a distinction
based on length of the labor contract and (B) a distinction based on workplace ti-
tle/description. The remaining is (C) a distinction based on working hours. Even here, there
are several differences; in one statistic for example, the definition is based on an absolute
level of less than 35 hours per week, while in another, a comparative standard is set, in that
“working hours are shorter than those of ordinary workers.” Nevertheless, these can be
summarized as defining non-regular employees as employees who only work short hours.

Generally speaking, Japanese Government statistics have hardly shown any great en-
thusiasm in differentiating between regular and non-regular employees as a way of classi-
fying workers. Nevertheless, the oldest of the three definitions must be (C), the distinction
based on working hours. At least in the postwar Population Census, the Labour Force Sur-
vey' (which started in 1947), and other statistics managed by MIC, actual hours worked per
week were ascertained. As a result, it was already known very soon after the war that not all
employees worked a 48-hour week. That is to say, Japan’s low unemployment rate was sus-
pected to result from widespread use of intermediate employment status (“partial employ-
ment”) by those without full-time work. Therefore, the surveyors in those days intended to
measure such phenomena as expressed in phrases like “shanai shitsugyo” (unemployment
within a company). In recent years, however, these definitions are actually closest to what
we would call “part-time workers.”

On the other hand, statistics managed by the Ministry of Health, Labour and Welfare
(MHLW, formerly the Ministry of Labour [MOL]) have not adopted a simple distinction
based on absolute hours worked per week. Their definitions are mainly based on whether or
not an individual works shorter hours than ordinary employees, as prescribed in the work
rules of the establishment where the individual is employed. In the Basic Survey on Wage
Structure, for example, a part-time worker (short-time worker) is defined as “a worker who
has fewer scheduled hours worked per day, or who has the same scheduled hours worked
per day but fewer scheduled days worked per week than ordinary workers of the establish-
ment.” This definition has existed since 1970. It draws directly on the legal definition of
short-time workers, as found in the 1968 amendment to the Employment Insurance Act, for
example.? This relative definition has also been adopted in statistical surveys by MHLW
such as the Employment Trend Survey since 1975 and the Monthly Labour Survey since
1989. By contrast, it has still not been used in household surveys managed by MIC. This

! The Labour Force Survey itself was first conducted in June 1946, but underwent major changes
between November 1947 and March 1948, including sample design. Therefore, it is usual to trace the
continuous series back to 1948. For more detail on historical changes in the Labour Force Survey, see
MIC (2011).

2 The plan was originally that the Employment Insurance Act would not apply to workers “em-
ployed temporarily on a part-time basis.” However, standards based on a comparison with working
hours in work rules were presented, following a clarification of standards for application to short-hour
workers in a 1968 notification by the Director of the Unemployment Insurance Division (Hamaguchi
2010, 35-36).

57



Japan Labor Review, vol. 10, no. 4, Autumn 2013

30
25 + -
a
,l
20 + ‘,'
o
!
15 +
-”
s"
10 1 /4
,-
-P

5+ //

0 N o |
DO V™0 X0 DBARDANVAXAGAD DV aH ORI MDD DX
DAY 0 (R Y SN A A AL AR AR AP N G Y 9 R P R AV e N

NANENANINIENISIN NI NI AN AN N NN ININENININ N N RN NS

Ratio working less than 35 hours per week according to the Labour
Force Survey
e» e» o Ratio of part-time workers according to the Employment Trend Survey
Note: Compiled by the author from the Labour Force Survey (employees in

non-agricultural industries) and the Employment Trend Survey. For the latter, the
number of full-time employees at the start point in Historical Data 1 was used. Between
1975 and 1978, the number of part-time workers was not given in Historical Data 1.
The figure was therefore obtained by reverse-calculation from the hiring ratio of
part-time workers reported in the Outline. Data from 2011 has been omitted, as results
for three prefectures affected by the Great East Japan Earthquake are missing.

Figure 2. Trends in Ratios of Non-Regular Employees Based on
Working Hours (%): 1975-2010

shows how much statistical definitions devised by MOL/MHLW have been in line with
Japanese labor law.

Figure 2 compares the ratio of non-regular employees based on the absolute definition
of 35 hours per week, with that based on the relative definition of working hours in work
rules. In reality, therefore, these two definitions may not be so markedly different. However,
the actual reason why the figure of 35 hours is often used is thought to be one of conven-
ience, because the Labour Force Survey publishes aggregated data using 35 hours as a di-
viding line. To be fair, ILO and other international organizations have set 35 hours per week
as some kind of defaults (such as the definition of part-time workers) in international ar-
rangements, but not many of these existed back in 1947. One speculation is that the Current
Population Survey in the U.S., developed in tandem with Japan’s Labour Force Survey, also
sets 35 hours per week as the standard for short working hours. This could have affected the
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definitions of other countries and institutions.

The graph shows the ratio of employees in non-agricultural industries who actually
worked less than 35 hours per week, according to the Labour Force Survey. Alongside this
is the ratio of part-time employees to full-time employees calculated as of January 1st every
year, according to the Employment Trend Survey.?

Overall, it would appear that the ratio of short-hour workers was not so high immedi-
ately after the war, but entered a gradually rising trend from the second half of the 1960s,
with the speed of this rise accelerating somewhat in the 1990s. Comparing the time-series
trends with those in Figure 1, they resemble Panel (B) (title/description definition) rather
than Panel (A) (contract term definition). We should be careful that the population of the
Employment Trend Survey is limited to establishments employing five or more full-time
employees; its coverage therefore differs from that of the Labour Force Survey (a household
survey). As such, it would be natural for there to be a discrepancy between the two stand-
ards in the figure.

But it is interesting that the time-series trends resemble each other so closely, even
though the role of the absolute level of 35 hours per week changed, in relative terms, from
representing around 70% of full-time hours to representing around 90% due to an amend-
ment to the Labor Standards Act. The maximum weekly working hours shifted from 48
hours to 40 hours during this period. In spite of the change in relative importance of the 35
hour system, there is not such a great difference between the two trends in the figure. This
implies that, for short-time workers, the very fact of working shorter hours than ordinary
workers is in itself the major difference, giving rise to the doubt that how many hours they
are behind the working rules may not be so terribly important.

I11. Definition Based on Contract Length or Workplace Title/Description

A definition as old as that based on working hours is the definition based on the
length of the labor contract. This has been in continuous use under the statistical term “em-
ployment status” since the Labour Force Survey was launched in 1947. Within this, catego-
ries frequently used today are “full-time employee” (open-ended contract, or an excess of 1
year), “temporary employee” (a limit of 1 year or less), and “daily employee” (a limit of
less than 1 month). However, it was only in 1959 that these three categories were first used
in the Labour Force Survey and its supplements. Until then, there were only two catego-

% Things would be simpler if the definition based on a comparison with working hours in work
rules were incorporated in the Basic Survey on Wage Structure. However, the only figures published
in this Survey for part-time workers until 1987 were those aggregated for women; it is not possible to
calculate the ratio of part-time workers and ordinary workers including men, except for the years 1970
to 1973. Figures for men were reported between 1988 and 1994 in the totals for business scale in all
industries, but figures for male part-time workers have only been published in all aggregate tables
since 1995. It should be noted, moreover, that the Contents and Title of reports between 1988 and
1994 use the somewhat misleading expression “Part-time female workers.”
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ries—daily employees with a contract period of less than 1 month, and others (i.e. the total
of full-time and temporary employees).* This is probably because, until the 1950s, the fo-
cus of classifying employment status rested on the distinction between self-employed
workers or family workers on the one hand, and employees on the other. Relatively little
emphasis was placed on finer distinctions within the category of employees. This made it
more important to set aside seasonal or temporary workers with extremely short labor con-
tracts. It was therefore more useful to investigate whether the length of the labor contract
was extremely short, as with daily employees, rather than a distinction based on whether the
length of the labor contract was fixed or not.

Of course, distinctions based on the contract term have also been incorporated in es-
tablishment surveys managed by MOL/MHLW. Here again, however, there are not three
categories but two (full-time employees and temporary/daily employees). Generally, the
distinction between the two could be said to lie in whether the labor contract is fixed-term
or open-ended. In the Employment Trend Survey, for example, the two categories of
full-time employees and temporary/daily employees were adopted from its launch in 1964.
And in the Basic Survey on Wage Structure, microdata included the distinction between
fixed-term and open-ended contracts from 1967 onwards. In the first place, a clear distinc-
tion is made between fixed-term and open-ended labor contracts in labor law. For example,
there is said to be a big difference between the two in the final phase of a labor contract. In
the case of a fixed-term labor contract, the contract is automatically terminated in principle
at the end of the specified term. With an open-ended labor contract, conversely, the contract
remains in force unless either the employer or the employee gives notice of cancellation.
Some claim that the very disparity between regular and non-regular employees is the prob-
lem when it comes to restrictions on dismissal. This claim could be said to derive from a
rationale, grounded in labor law, that emphasizes this difference between fixed-term and
open-ended contracts. Although the MOL/MHLW statistics took account of distinctions
between employees from an early stage, they could rather be summarized as adopting the
administrative perspective of fixed-term or open-ended contracts in direct response to regu-
lation under the Japanese labor law. In this respect, they were unlike the MIC household
surveys, which placed emphasis on identifying partial employment in reality.

Of the main definitions of non-regular employment, the statistically most recent is the
distinction based on title/description in the workplace. The adoption of this definition in the
1982 Employment Status Survey provided the impetus for its incorporation in the Labour
Force Survey (Detailed Tabulation). More recently, it was adopted by the Basic Survey on
Wage Structure in 2005.

Table 1 gives a brief summary of these three definitions as they appear in each of the
main statistics.

* The Employment Status Survey, which used three categories from the start of surveys in 1956,
was earlier than this.
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In general, household surveys have commonly adopted definitions based on actual
working conditions (e.g. the workplace title/description or weekly working hours). But in
establishment surveys, the definition more often revolves along with the legal term in law,
such as the length of the labor contract or whether hours worked are shorter than those
specified in work rules. Also, several of the government statistics use more than one defini-
tion simultaneously, suggesting that we can exploit the relationships between definitions. In
the next section, as one attempt, | would like to introduce some research that examines the
relationship between definitions.

IV. Correlation between Definitions

As already shown in Figure 1 above, the two definitions explained in the previous
section (i.e. distinctions based on the length of the labor contract and on the workplace ti-
tle/description, respectively) provide different aggregations for non-regular employees in
both ratios and increasing trends. In that case, we may predict that not all non-regular em-
ployees based on title/description have fixed-term contract, and that, particularly up to the
first half of the 1990s and from the 2000s onwards, the increase in non-regular employees
mainly involved the former rather than the latter. At present, the Ministry does not provide
the cross-tabulation in public; however, Figure 3 from Kambayashi (2010) shows the rela-
tion between the two definitions by using the microdata of the Employment Status Survey.

In Figure 3, employees aged 18 to 70 who are mainly working are divided into four
categories of contract-based “open-ended contract employees,” versus “temporary or daily
contract employees,” and title/description-based “regular employees,” versus “non-regular
employees.” The graph shows ratios of each combination between the years 1982 and 2007,
clearly showing how the declining ratio of regular employees in the 1990s was offset by an
increase in employees classified as “Open-ended contract with non-regular title in work-
place.” This highlights an increase in employees who still have open-ended or minimum
one-year labor contracts, but are not titled as regular employees in the workplace. Although
the ratio of contract-based non-regular employees (i.e. fixed-term contract employees) in-
creased in the second half of the 1990s, the size of this increase was evidently smaller than
the increase in description-based non-regular employees. Kambayashi and Kato (2012)
point out that the scale of this increase in open-ended contract non-regular employees is
more or less offset by a decrease in self-employed or family workers. As such, it should also
be noted that the ratio of regular employees as a proportion of the population (hot of the
employee) barely changed between the 1980s and the 2000s.

On this point, “Open-ended contract employees” have been truly divided between
those with fixed-term contracts and those with open-ended contracts in Labour Force Sur-
veys since January 2013, because the adamancy of the Labor Standard Law in 2005 extends
the maximum of contracting terms from one year to three years. Although the Ministry does
not publish the cross-tabulation, the difference between numbers of employees with
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Figure 3. Ratios of Non-Regular Employment in Employment Status
Surveys (1982-2007)

open-ended contracts and those not described as regular employees in their workplace av-
eraged 4.04 million between January and April, or around 7.4% of all employees in
non-agricultural industries. This is about half of the 16.6% shown under “Open-ended con-
tract with non-regular title in workplace,” according to the Employment Status Survey in
Figure 3. This is probably the result of blurred measurement due to changes in survey items,
as well as differences in the original measurement concepts of the Labour Force Survey and
the Employment Status Survey (the former being based on “actual standards” and the latter
on “usual standards”).?

Next, Kambayashi (2010), Kawaguchi, Kambayashi, and Hara (2011), and
Kambayashi and Kato (2012) carried out a simple regression analysis to ascertain whether
the distinction based on labor contracts is more strongly correlated to the working

% The average ratio of regular employees to employees in 2007 Labour Force Surveys was around
86%, lower than in the Employment Status Survey where it exceeded 90%. Even within Labour Force
Surveys between December 2012 and January 2013, the ratio of employees to persons in employment
was little changed at around 87%, but that of regular employees to employees jumped from 86% to
91%. This proves that changes in survey items do have an impact.
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Table 2. Impact of Contract Term and Title/Description on Hourly Wage

(1) (@) 3 “) () Q)
1987 1997 2007
Sample

Males  Females Males  Females Males  Females
Dependent variable Log of hourly wage
Estimation method OLS
Contract/Non-regular -0.011 -0.008 -0.019 -0.009 -0.032 -0.012
(BASE=Contract/Regular) (0.005)  (0.006) (0.006)  (0.005) (0.005)  (0.005)
Description/Non-regular -0.187 -0.151 -0.122 -0.243 -0.221 -0.185
(BASE=Description/Regular) | (0.004)  (0.005) (0.005) -0.004 (0.004)  (0.004)
Observations 253691 105560 207336 139923 214729 131832
Adj. R-squared 0.53 0.42 0.54 0.43 0.46 0.35

Note: Quoted directly from Kawaguchi, Kambayashi, and Hara (2011), Table 4. Figures in pa-
rentheses are the standard error. Besides the constants, age, age squared, tenure, tenure
squared, educational attainment dummy, industrial classification dummy (1 digit), occupa-
tional classification dummy (1 digit), and firm size dummy and prefecture dummy were in-
troduced as control variables. The sample for analysis was limited to persons in employment
mainly engaged in work. Hourly wages were calculated as follows. First, the median value of
annual incomes in each category was taken. Next, the median value of the annual working
days category was divided by seven to calculate the number of annul working weeks, and
this was multiplied by the median of the working hours per week category to obtain working
hours per year. Finally, annual income was divided by working hours per year to obtain the
wage rate.

conditions of non-regular employees than that based on title/description. As a result, they
report that the distinction based on title/description shows a more important role in actual
working conditions (such as hourly wages) than that based on labor contract. As an example
of this analysis, Table 2 directly quotes the results of Kawaguchi, Kambayashi, and Hara
(2011) on the relationship between definitions and hourly wage.

In the Table, “Contract/Non-regular,” is a dummy variable with value 1 if the em-
ployment status is “temporary employee” or “daily employee,” and 0 for “open-ended con-
tract employee.” “Description/Non-regular” is a dummy variable with value 1 if the work-
place title/description is not “regular employee,” and 0 if it is “regular employee.” Taking
column (1), for example, for male employees in 1987, the hourly wage was about 1.1%
lower if the labor contract had a fixed term compared to an open-ended one. If the work-
place description was “non-regular,” there was an hourly wage difference of 18.7% com-
pared to regular titled employees, which clearly shows the importance of title/description in
workplace rather than contract term. This relationship is consistently observed, regardless of
the survey year or gender. Kambayashi (2010), Kawaguchi, Kambayashi, and Hara (2011),
and Kambayashi and Kato (2012) point out that the same relationship is generally observed
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not only for hourly wage, but also for working hours, employee turnover propensity, and
participation in training. This estimation result means that workplace title/description is
more closely related to the determinants of working conditions. On the contrary, the slack-
ness of the contract term suggests the weak effectiveness of labor law regulations, because it
can be predicted that if labor law regulations strongly regulate working conditions, the
length of the labor contract will show a stronger correlation than workplace title/description
would.®

V. In Lieu of a Conclusion

This paper has given an overview of how several definitions of non-regular employ-
ees have been handled by government statistics in Japan. It has also suggested that an em-
ployee’s title/description in the workplace is more closely connected to working conditions
than the length of the labor contract, based on Kambayashi (2010), Kawaguchi,
Kambayashi, and Hara (2011), and Kambayashi and Kato (2012). Particularly, the negligent
role of contract term compared to the title/description will indicate the effectiveness of legal
assignment in the Japanese labor markets.

Of course, the subject of how to define non-regular labor has been discussed ad in-
finitum, and cannot be reduced to the three definitions in government statistics introduced in
this paper. In recent years, jobs with good qualities have come to be distinguished from
those with bad ones by studying the various aspects of jobs, or in other words, the actual
facts of working conditions. And some researchers have come to emphasize that so-called
non-regular labor is concentrated in the latter.” On the other hand, it is not necessarily easy
to convert the actual facts of working conditions into data; authorities in various countries
could be seen as being at the trial and error stage in this respect.
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