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As the Japanese government seeks to encourage greater implementation of re-
stricted regular employment systems, it is important to ascertain the current
developments regarding such forms of employment. Focusing particularly on
the differences that arise depending on company size, this paper investigates
the attributes of restricted regular employees and factors determining wages
and satisfaction levels. The analysis results show that restricted regular em-
ployment is helping companies to provide more flexible ways of working, as
reflected by the fact that women who are caring for and raising children tend
to work as regular employees with restrictions on their working hours. The re-
sults also suggest that as many large companies have multiple places of busi-
ness and need employees to be prepared for the possibility of personnel trans-
fers—particularly those that involve moving to a new place of work—their
approach to forms of employment that restrict such transfers may involve
lowering wages. The findings also indicate that in small and medium-sized
companies, which may need to operate with a comparatively limited number
of staff and may therefore assign a wide scope of work duties to each employ-
ee, placing restrictions on scope of work duties allows employees to concen-
trate on certain types of work and in turn increases their levels of job satisfac-
tion.

I. Introduction

It has been recognized for a number of years that forms of employment in Japan are
polarized between two types: “regular” and “non-regular” employment. “Regular” em-
ployment offers advantages such as job security, opportunities for vocational skills devel-
opment, and relatively high wages according to the number of years an employee has been
working for the same employer, while also potentially involving significant changes in work
duties and place of work, and being expected to work overtime and therefore potentially
long hours. On the other hand, “non-regular” workers tend to engage in specific work duties
that are changed very little, remain at the same place of work, and rarely be expected to
work overtime. At the same time, as they work on fixed-term employment contracts that are
periodically renewed as necessary, their position is insecure as their employer may at some
point refuse to renew their employment contract. Non-regular employees also have little
opportunities to develop their vocational skills, and receive relatively lower wages and few-
er opportunities for pay rises.

“ This paper is a revision of Toda (2015) for readers outside of Japan. The opinions expressed in
this paper are those of the author and are not attributable to Recruit Works Institute. Any errors in this
paper are the responsibility of the author.
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Since Japan’s period of high economic growth, many companies—Ilarge corporations
in particular—have established personnel and labor management practices that involve a
foundation of regular employees who are employed on a long-term basis, while also main-
taining flexibility and increasing productivity by engaging non-regular workers as a means
of adjusting their work forces and personnel costs along with changes in the business envi-
ronment. While continuing to maintain long-term employment practices, companies have
responded to the subsequent trend of decline in Japan’s economic growth rate by adopting
new approaches to regular employment, such as increasingly narrowing down the amount of
new recruits and introducing ever stricter personnel evaluations. On the other hand, the
percentage of workers in non-regular employment rose between the late 1990s and the early
2000s and has continued to increase gradually since. These growing percentages of
non-regular workers include a number of people—young people in particular—who enter
non-regular employment due to the lack of availability of regular employment. As other
factors such as the increasing presence of women in employment and the subsequent rise in
families in which both partners work have also led workers in Japan to develop more di-
verse approaches to work in seeking to ensure greater work-life balance, it has become nec-
essary to readdress the divide between regular and non-regular employment. Moreover, with
Japan’s labor force set to decrease even further in the years to come, it is necessary to en-
sure that certain groups of people who tend to wish to limit their working hours and places
of work—such as women who have commitments caring for children or older relatives, or
older people who are constrained by their own physical health conditions—are able to
maintain and develop a professional career that allows them to make use of their abilities,
and in turn to contribute to maintaining Japan’s economic vitality. A growing number of
companies are ensuring that their personnel and labor management divisions review their
employment portfolios—that is, the ways in which they combine different employment
types—and the stark divides between regular and non-regular employment. Many have also
introduced a new type of employment that offers an open-ended employment contract while
also allowing employees to limit to what extent their work duties and places of work may be
changed, and established systems to allow employees to switch from one type of employ-
ment to another. The number of workers who have open-ended employment contracts but
also have restrictions on aspects such as work duties or place of work is also anticipated to
increase due to the 2012 amendments to the Labor Contract Act (Act No. 128 of 2007),
which guarantee workers who have been employed on fixed-term contracts for a sum of
more than five years the opportunity to switch to open-ended employment contracts. At the
same time, as the business environment is ever more uncertain due to growing economic
globalization generating ever more intense competition among companies, and the increas-
ingly rapid shifts in technological innovation and consumer needs, companies are also re-
cruiting mid-career workers who possess the specialist knowledge required to carry out
projects and other such initiatives to generate the added value sought by the market.

Given such changes in the business environment, it is necessary to establish more
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varied forms of employment that ease the divide between regular and non-regular employ-
ment and benefit both labor and management by allowing each worker to achieve a suitable
work-life balance while also allowing companies to employ talented workers and ensure
that such workers are able to settle effectively in their workplaces. It has become important
for companies to offer a greater number of employees “restricted regular employ-
ment”—regular employment with restrictions on work duties, place of work, and/or work-
ing hours—as one of these flexible forms of employment and ways of working. Restricted
regular employment is similar to regular employment in the sense that employees have an
open-ended employment contract, but differs with regard to ways of working and the ways
in which companies may utilize the employees. On the other hand, it also has a number of
points in common with non-regular employment, such as restrictions on place of work, job
content, and working hours, while of course differing in the fact that non-regular employ-
ment involves fixed-term contracts. Restricted regular employment therefore serves as an
intermediate form between regular and non-regular employment, and is anticipated to con-
tribute not only to improving the job stability, wages, and other working conditions of
non-regular employees, but also to establishing more diverse forms of employment, includ-
ing ways of working that will allow regular employees to achieve work-life balance.

A significant number of companies already offer restricted regular employment at
present. According to the Ministry of Health, Labour and Welfare’s “Report of the Study
Group on ‘Diverse Forms of Regular Employment,”” regular employees account for 64.2%
and restricted regular employees account for 32.9% of employed persons. It is possible to
gain valuable insights for promoting further adoption of restricted regular employment by
using existing data to shed light on what kinds of people are working as restricted regular
employees, and how their wages, levels of satisfaction, and other conditions differ in com-
parison with people in other employment types.

At the same time, it undeniably seems that prior research on restricted regular em-
ployment—some examples of which will be introduced later in this section—has focused
solely on large-scale companies and rarely addressed differences in company size. Certainly
with regard to restrictions on place of work, there may be cases in small-scale companies
where place of work is effectively limited as a result of the fact that the company only has
one place of business. On the other hand, in the case of relatively large companies with
places of business across the country, placing restrictions on place of work may allow for
more varied forms of employment, whereas normally regular employees would all be sub-
ject to the possibility of transfers that involve relocating their place of residence. Table 1
suggests that as conditions regarding places of business differ according to company size,
this theory is valid to some extent. Table 1 shows the percentages of companies with just
one place of business and the percentages of companies with multiple places of business,
according to company size (based on numbers of full-time employees), and for those com-
panies with multiple places of business, the average number of places of business. These
results demonstrate differences according to company size, as the larger the size of the
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Table 1. Numbers of Places of Business by Company Size
(Based on Numbers of Full-Time Employees)

Percentage of Percentage of Average number of
Number of those companies those companies  places of business (for
companies that have one  that have multiple companies with multiple
place of business places of business places of business)

Total number of

employees for all 1,805,545 86.4% 13.6% 5.1
company sizes

0-4 people 1,067,825 97.1% 2.9% 2.0
5-9 people 309,445 88.0% 12.0% 2.1
10-19 people 200,451 75.5% 24.5% 2.4
20-29 people 75,974 62.4% 37.6% 2.8
30-49 people 62,940 49.3% 50.7% 32
50-99 people 46,090 33.5% 66.5% 43
100-999 people 30,218 18.5% 81.5% 7.7
300-999 people 9,296 7.1% 92.9% 19.0
1,000-1,999 people 1,780 1.8% 98.2% 45.4
2,000-4,999 people 1,013 0.3% 99.7% 87.1
5,000 people or more 513 0.0% 100.0% 297.4

Source: Statistics Bureau, Ministry of Internal Affairs and Communications, Economic Census (2009).

company, the higher the percentage of companies that have multiple places of business and
the higher the average number of places of business. This suggests that it is worthwhile to
ascertain the conditions regarding restricted regular employment in smaller size companies,
and develop discussions that reflect differences in company size.

This paper therefore addresses the above issues by adopting a particular awareness of
differences in company size as it looks at (i) what kinds of people work as restricted regular
employees, and (ii) in what ways their wages and levels of satisfaction differ from other
types of employees.

While some studies have been conducted on restricted regular employees in Japan
from the perspective of personnel management—such as Sato, Sano, and Hara (2003) and
Nishimura and Morishima (2009)—the data used is mainly from medium-sized to large
firms. Morishima (2011) suggests that in companies that are relatively large the introduction
of restricted regular employment measures does not significantly affect regular employees,
but may affect the attitudes of non-regular employees, either positively or negatively de-
pending on the content of the measures. Takahashi (2013) conducts similar analysis to this
study using the results of the Survey of Diverse Employment Types (conducted by the Japan
Institute of Labour Policy and Training), a survey of personnel management supervisors and
employees from places of business with ten full-time employees or more. Takahashi con-
cludes with an overview of the utilization and employment situations of restricted regular
employees, highlighting two challenges to be addressed by personnel management: the fact
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that restricted regular employees with restrictions on their type of work have difficultly
pursuing career development within their companies, and the fact that restricted regular
employees with restrictions on their place of work tend to be dissatisfied with their wages.
However, he does not particularly address differences in company size, perhaps due to the
limitations of the data.

The following section introduces the data used in this research, and observes the ap-
proximate percentages of people actually in restricted regular employment and differences
according to company size. Section Il then describes the results of empirical analysis. The
analysis covers the attributes of people who are in restricted regular employment, what
kinds of differences restricted regular employees experience in wages and job satisfaction in
comparison with people in other forms of employment, while also highlighting the differ-
ences depending on company size. Section IV concludes the paper with a summary of the
results.

Il. The Data

This section explains the data used in this paper and the methods of surveying re-
stricted regular employees.

1. The 2012 Working Person Survey

This research uses data from the 2012 Working Person Survey conducted by Recruit
Works Institute. The Working Person Survey has been carried out every two years since
2000. It collects repeated cross-section data to make a detailed survey of the current condi-
tions of and individual attitudes to forms of employment. The 2012 survey was conducted
by monitors from INTAGE Inc. between August and September 2012, on employed persons
(male and female), including persons who engage in subcontracted work, from 18 to 59
years old, living in Tokyo, Chiba, Saitama, and Kanagawa. As this survey collects data
mainly from persons who live in the Tokyo metropolitan area, it is important to note there
are limitations on the extent to which it can represent Japan as a whole. 9,970 people re-
sponded to the 2012 survey. The following analysis excludes the data for persons who en-
gage in subcontracted work, and looks at the responses from 9,723 employed persons.

This survey asks all employed persons—both regular employees and non-regular em-
ployees—whether the following systems are offered at their current places of work. Sub-
jects respond by selecting either “applies” or “does not apply.”

« Asystem that restricts place of work, such that there are no transfers to branch offices
or places of business that are considerably distant from the original place of work to
the extent that the worker would be required to relocate their place of residence (“re-
gion-restricted regular employment™)

+ Asystem that restricts the employee’s work duties in comparison with a normal regu-
lar employee, such that there are no transfers to other fields of work
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- A system that allows employees to work fewer days or fewer hours per week than a
normal regular employee (*“short-time regular employment”)

The subjects were classed as regular employees or non-regular employees depending
on the terms used by their place of employment to define their type of employment. Those
regular employees for whom one of the above systems applied were defined as “restricted
regular employees.” Those regular employees for whom none of the above systems ap-
plied—in other words, “normal” regular employees—are hereafter referred to as
“non-restricted regular employees.”

2. Distribution of Restricted Regular Employees

Table 2 (a) shows the percentages of non-restricted regular employees and restricted
regular employees by sex and age bracket. Looking at the percentages for males and fe-
males combined, non-restricted regular employees account for 45.4%, restricted regular
employees account for 24.4%, and non-regular employees account for 30.2%. The percent-
ages of non-restricted regular employees and restricted regular employees are lower than
those in the survey results in the Ministry of Health, Labour and Welfare’s “Report of the
Study Group on ‘Diverse Forms of Regular Employment,”” but the differences are not par-
ticularly significant. For males, the percentage of non-regular employees is higher in the
young age bracket (age 18-29) than in the other age brackets, but the percentage of re-
stricted regular employees is around 25% regardless of the age bracket. For females, the
percentage of restricted regular employees is slightly higher the younger the age bracket,
and is 28.1% for the 18-29 age bracket.

Table 2 (b) shows the percentage of restricted regular employees according to which
aspect of employment is restricted. Looking at the totals for males and females combined,
of the regular employees who responded that there is some form of restriction on their em-
ployment, 77.0% have restrictions on their place of work, 52.4% have restrictions on the
scope of their work duties, and 20.1% have restrictions on their working hours. The per-
centage of restricted regular employees with restrictions on their place of work is notably
high. The percentages of restricted regular employees with restrictions on place of work are
particularly high in the case of males in the 18-29 age bracket, at 84.2%; females in the 18—
29 bracket, at 82.1%, and females in the 50-59 age bracket, at 82.5%. In the case of the
percentages of regular employees with restrictions on the scope of their work duties, while
for males the percentages change very little across the different age brackets, for females the

! The Working Person Survey surveys whether subjects have an open-ended or fixed-term em-
ployment contract, but as the questions ascertaining the aspects of employment that are restricted are
worded as comparisons with regular employees, it is thought that the compatibility of the data can be
more effectively maintained in analysis by limiting the subjects to those known as regular employees
according to the terms used at their workplace, and investigating the limitations within such regular
employment. As this research relies on the respondents’ perceptions when ascertaining the restricted
aspects, it has not been possible to prevent errors in perception.
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Table 2. Percentages of Restricted Regular Employees among Total Employees and for
Each Restricted Aspect of Employment (by Sex and Age Bracket)
(a) Percentage of each employment type among total employees

Regular Restricted Non-regular ~ Sample
employees regular employees size
(non-restricted) employees
Males
Age 18-29 48.1% 24.5% 27.4% 1,007
Age 30-39 61.3% 27.5% 11.3% 1,830
Age 40-49 68.0% 24.6% 7.4% 1,506
Age 50-59 63.5% 25.1% 11.4% 1,268
Total for males 61.2% 25.6% 13.2% 5,611
Females
Age 18-29 29.4% 28.1% 42.6% 973
Age 30-39 26.7% 25.8% 47.5% 1,160
Age 40-49 20.5% 18.9% 60.7% 1,055
Age 50-59 18.1% 18.0% 64.0% 924
Total for females 23.8% 22.8% 53.4% 4,112
Total for males and females 45.4% 24.4% 30.2% 9,723

(b) Percentage of restricted regular employees for each restricted aspect

Restriction on Restriction Restriction on  Sample
on scope of . .
place of work work duties working hours size
Males
Age 18-29 84.2% 50.2% 17.0% 247
Age 30-39 75.8% 52.9% 18.5% 503
Age 40-49 74.6% 50.3% 21.4% 370
Age 50-59 70.8% 55.7% 23.0% 318
Total for males 75.8% 52.4% 20.0% 1,438
Females
Age 18-29 82.1% 46.5% 19.1% 273
Age 30-39 75.3% 50.5% 27.8% 299
Age 40-49 76.9% 53.3% 19.6% 199
Age 50-59 82.5% 65.1% 10.2% 166
Total for females 78.9% 52.5% 20.4% 937
Total for males and females 77.0% 52.4% 20.1% 2,375

Source: Tabulated by author on the basis of the Recruit Works Institute, Working Person
Survey (2012).

percentages grow the higher the age bracket—the percentage for females in the 50-59 age
bracket is 65.1% in contrast with 46.5% for females in the 18-29 age bracket. Turning to
the percentages of regular employees with restrictions on working hours, it is notable that
the percentage for females in the 30-39 age bracket, 27.8%, is relatively higher in compari-
son with other age brackets.
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Table 3. Percentages of Restricted Regular Employees among Total Employees and for
Each Restricted Aspect of Employment (by Company Size)
(a) Percentage of each employment type among total employees

Regular .
Restricted
employees Non-regular ~ Sample
regular .
(non- emplovees employees size

restricted) ploy
Less than 100 people 37.3% 25.0% 37.7% 3,443
100-999 people 47.1% 23.5% 29.3% 2,723
1,000 people or more 53.0% 22.4% 24.6% 3,019
Government and municipal offices 46.1% 36.3% 17.7% 538
Total for all company sizes 45.4% 24.4% 30.2% 9,723

(b) Percentage of restricted regular employees for each restricted aspect
Restriction  Restriction

Restriction on . Sample
on scope of on working .
place of work . size
work duties hours
Less than 100 people 81.8% 59.3% 12.7% 862
100-999 people 75.0% 51.8% 19.2% 641
1,000 people or more 72.1% 45.4% 31.6% 677
Government and municipal offices 79.5% 48.7% 16.4% 195
Total for all company sizes 77.0% 52.5% 20.2% 2,375
Source: Tabulated by author on the basis of the Recruit Works Institute, Working Person

Survey (2012).

Table 3 shows the percentages of restricted regular employees by company size.
Apart from in the case of government and municipal office employees, the percentage of
restricted regular employees is around 25%. As in the case of companies with less than 100
workers the percentage of non-regular employees is 37.7% and therefore higher than in the
case of other sizes of companies, it can be suggested that the percentage that restricted reg-
ular employees account for among regular employees is higher than at large companies. It is
not possible to tell if this result is a reflection of the fact that in small companies the place
of work, etc. is limited regardless of the company’s personnel management measures, or if it
is limited in the perception of the respondents. Looking exclusively at restricted regular
employees, in terms of the percentages for each restricted aspect, regular employees with
restrictions on place of work account for 81.8% for companies with less than 100 employ-
ees, a relatively higher percentage than for companies with 1,000 employees or more, where
they account for 72.1%. Similarly in the case of regular employees with restrictions on
scope of work duties, the percentage is higher for companies with less than 100 employees
than for companies with 1,000 employees or more, at 59.3% and 45.4% respectively. It can
therefore be suggested to a certain extent that it is easier for small-sized companies to re-
strict place of work or scope of work duties. On the other hand, restrictions on working
hours have been more widely introduced by large companies, with the percentage of regular
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employees with restrictions on working hours at 31.6% for companies with 1,000 employ-
ees or more, in comparison with 12.7% for companies with less than 100 employees.

Table 3 suggests that the percentages that restricted regular employees account for
among regular employees are higher the smaller the size of the company, but it is difficult to
suggest that small and medium-sized companies are more likely to offer such restrictions,
irrespective of their personnel management approaches. Naturally, as the data is based on
the perception of the respondents, we can go no further than suggesting that there is a slight
trend. In the analysis in the following section it is therefore important to focus on the dif-
ferences in company sizes by dividing the sample according to company size.

I11. Results of Empirical Analysis

We apply regression analysis to observe the attributes of people who are actually in
restricted regular employment, and how their wages and satisfaction levels differ from peo-
ple in other forms of employment. The following analysis focuses particularly on regular
employees, comparing non-restricted regular employees and restricted regular employees.
This is because, as noted in the aforementioned prior research, in many cases there are sig-
nificant differences in the wages and other working conditions and utilization policies that
company personnel management applies to restricted regular employees and non-regular
employees, whereas in the case of restricted regular employees and non-restricted regular
employees the differences are presumed not to be significant, and it is therefore expected
that it will be easier to understand these differences if we focus on the differences between
restricted regular employees and non-restricted regular employees. Table 4 shows the basic
statistics for the variables used for analysis.?

1. Analysis regarding the Attributes of Restricted Regular Employees

Firstly, we analyze how the attributes of people who are restricted regular employees
differ from those who are not. Table 5 shows the results of probit analysis, for which the
explained variables are dummy variables that take the value 1 for restricted regular em-
ployees and 0 for other types of employees.® The analysis in Table 5 includes not only

2 While not shown in Table 5 or the subsequent tables, there are industry dummies and occupation
dummies as other variables for control. With the “construction industry” as a base, the industry dum-
mies are classified into the following categories: “manufacturing industry,” “electricity, gas, and heat-
ing supply,” “telecommunications industry,” “transportation industry,” “retail/wholesale industry,”
“finance/insurance industry,” “real estate industry,” “restaurant, accommodation industry,” “medical
care/welfare,” “education/learning support,” “service industry,” “public affairs,” “industries that can-
not be categorized/other.” With “service” as a base, the occupation dummies are classified into the
following categories: “transport/telecommunications-related,” “manufacturing process/labor,” “man-
agement,” “clerical,” “sales,” “specialist,” “occupations that cannot be categorized/other.”

% The explained variables take into account when there is any one of the restrictions, and when
there is restriction on place of work, scope of work duties, and working hours respectively.

” o« LT
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Table 4. Basic Statistics for the Variables Used in Empirical Analysis

Males Females
Mot govuion M _geviaion
Restricted-regular employees 0.295 0.456 0.489 0.500
Regular employees with restrictions on place of work 0.224 0.417 0.386  0.487
Regular employees with restrictions on scope of work duties  0.155 0.362 0.257  0.437
Regular employees with restrictions on working hours 0.059 0.235 0.100  0.300
Hourly wage rate (logarithmic values) 7.776 0.652 7.425 0.557
Level of job satisfaction 2.293 0.967 2.350 0.944
Age 30-39 dummy 0.333 0.471 0318  0.466
Age 40-49 dummy 0.286  0.452 0217 0412
Age 50-59 dummy 0.231 0.421 0.174  0.379
Tenure (years) 8.283 2.788 7.180 2.850
Junior college/specialised training college dummy 0.128 0.334 0.289 0.453
University/graduate school dummy 0.717 0.450 0.545 0.498
Spouse dummy 0.656 0.475 0.386 0.487
Youngest child under 6 years old dummy 0.194  0.395 0.112  0.316
“High school preformance” at age 15 dummy 0.591 0.492 0.647 0.478
First employment as non-regular employee dummy 0.052 0.221 0.088 0.283
Company size 100-999 people dummy 0.288 0.453 0.272 0.445
Company size 1,000 people or more dummy 0.365 0.481 0.261 0.439
Government and municipal offices dummy 0.071 0.258 0.050  0.217

Source: Tabulated by author on the basis of the Recruit Works Institute, Working Person Survey
(2012).

Note: Sample includes regular employees only. Level of job satisfaction dummy variable: 4= “very
satisfied”; 3= “satisfied”; 2="can’t say either way”; 1="dissatisfied”; 0= “very dissatisfied.” “High
school performance” at age 15 (results in third year of junior high school) dummy variable:
1="high” and “slightly high”; 0= “around middle,” “slightly low,” and “low.”

regular employees but also non-regular employees in the sample, and seeks to observe what
kinds of people among employed people become restricted regular employees.*

Equation (1) of Table 5 limits the sample to males and analyzes regular employees
with some form of restriction on their employment conditions. Looking at age, the probabil-
ity of being a restricted regular employee is lower in the 40-49 age bracket than in the

4 As workers have the options “non-restricted regular employee,” “restricted regular employee,”
and “non-regular employee,” it appears suitable to adopt the nested logit model or multinominal logit
model, but in the background to such models is the assumption that workers are able to freely select
their form of employment on the basis of utility maximization, and due to the fact that this may not be
consistent with the current situation in Japan and the fact that here we are looking not at workers’
choices but simply at the differences between regular-restricted employees and other types of em-
ployees, the binary model was adopted. Investigation with the nested logit model is a potential topic
for future study.
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18-29 age bracket. No differences were observed according to educational background or
marital status. The results also reveal that the probability of becoming a restricted regular
employee increases significantly when the first job on entering employment is as a
non-regular employee. Looking at company size, in contrast with companies with less than
100 employees, the coefficients for companies with 100-999 employees and companies
with 1,000 employees or more are negative and significant, suggesting that the larger the
size of company the lower the probability of becoming a restricted regular employee. It is
necessary to apply caution in interpreting these results as it is unclear whether this is due to
the fact that there are differences according to company size in the amounts of regular em-
ployees for whom company personnel management establishes restrictions, or whether it is
due to the fact that in small companies restrictions apply as a result of the small scale of the
company and respondents from small companies have therefore responded that they are
restricted regular employees because they are aware of such restrictions.

Equations (2) through (4) of Table 5 are the results of analysis using as explained
variables dummy variables that take the value 1 for regular employees with the restrictions
at the top of the table and O for other types of employees, for males only. Looking at age, for
males with restrictions on place of work, the coefficients for the 30-39 age brackets are
negative in comparison with the coefficient for the 18-29 age bracket, and for males with
restrictions on scope of work duties, the coefficient for the 40-49 age bracket is negative in
comparison with the 18-29 age bracket. The “First employment as non-regular employee
dummy” is also significant only for restrictions on place of work and scope of work duties.
Moreover, looking at company size, the results for restrictions on place of work and re-
strictions on scope of work duties are the same as Equation (1), but for restrictions on
working hours, the coefficient for companies with 1,000 employees or more is positive and
significant, and is therefore consistent with the results of Table 2. The variables that are sig-
nificant differ according to the content of the restrictions.

Table 5 Equations (5) onward are the results of the same analysis as conducted for
males, applied to the data for females. The results differ from those for males in that in the
analysis of all people with some kind of restriction (Equation [5]) significant differences
according to age were not observed, and, while it is not significant for males, the probability
of becoming a regular employee with restriction on working hours is higher for females
whose youngest child is aged under 6 years old. In particular, from the results of Equation
(8), for females whose youngest child is aged under 6 years old, the percentage of people
with some form of restriction rises by 11.7%. As this magnitude is greater than other coeffi-
cients, the effect of the age of the youngest child is also great in terms of the magnitude of
its impact. As mentioned at the beginning of this paper, there is a growing demand for di-
verse forms of employment as a means of maintaining work-life balance, and the fact that
the percentage of females in restricted regular employment is higher among those who are
raising children while working reflects the growing importance of promoting the use of re-
stricted regular employment systems as part of initiatives to help employees to balance
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work with private commitments.

2. Analysis regarding Wages

Let us now look at to what extent there are differences in wages between restricted
regular employees and other types of employees. As this study looks at annual income (ex-
cluding incidental income and income from side jobs), these differences will be investigated
by estimating annual income functions.

Table 6 shows results of estimation using Ordinary Least Squares (OLS) with loga-
rithmic values of hourly wage rates as the explained variables. Equation (1) looks at the
differences for restricted regular employees in all company sizes, for males only. The coef-
ficients for restricted regular employees are the variables “with restrictions on place of
work,” “with restrictions on scope of work duties,” and “with restrictions on working hours,”
showing to what extent annual income differs on average in comparison with non-restricted
regular employees due to each of the respective restrictions. As far as Equation (1) suggests,
there is no statistical difference in any case. Equations (2) to (4) show the sample divided
according to company size. Looking at the variables regarding restricted regular employees,
for companies with less than 100 employees and 100-999 employees all of the coefficients
are not significant, and for companies with 1,000 employees or more at -0.0996 the coeffi-
cient for restriction on place of work is negative and significant. Moreover, restriction on
scope of work duties is positive and significant—although with a significance level of 10%.
It can be suggested that transfers involving moving residence are important in large compa-
nies, to the extent that having restrictions on place of work when employed by a large com-
pany may lead to a subsequent penalty of 10% on annual income.

Looking at the results for women in Equations (5) through (8), Equation (5) for the
total for all company sizes shows the coefficient for employees with restricted working
hours is negative and significant in comparison with non-restricted regular employees.
Looking at working hours, there is a penalty in Equation (5) for the total for all company
sizes, but looking at Equation (6) onward, while it is significant with a 10% significance
level for companies with 100-999 employees, for other company sizes it is not significant.
Moreover, for companies with 1,000 employees, the coefficient for restriction on place of
work is negative and significant.

3. Analysis regarding Job Satisfaction Level

Finally, let us look at the results of analysis of job satisfaction level in Table 7. The
total for all company sizes for males shows that job satisfaction level is higher for regular
employees with restrictions on scope of work duties than for non-restricted regular employ-
ees. Looking at the figures for each different company size, the coefficient for restriction on

® Although it also depends on the formulation, the model estimated in this research can also be in-
terpreted as estimating compensating wage differentials. Usui (2013) addresses compensating wage
differentials. Related analysis includes Kuroda and Yamamoto (2013) and Morikawa (2010).
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scope of work duties is positive and significant for companies with less than 100 employees,
in Equation (2), and for companies with 100-999 employees, in Equation (3), suggesting
that job satisfaction level is greater for people with restrictions on scope of work duties in
companies of small size. On the other hand, for large companies with 1,000 employees or
more, the coefficient for restriction on place of work is negative and significant, although
with a significance level of 10%, and the coefficient for restriction on working hours is pos-
itive and significant. For females, some form of restriction is not significant by company
size, but looking at the total for the different company sizes, as with males the coefficient
for restrictions on scope of work duties is positive, albeit with a significance level of 10%,
suggesting that job satisfaction levels are higher for employees with restrictions on scope of
work duties.

IV. Conclusion

This paper studies the current conditions of restricted regular employees with a par-
ticular focus on differences according to size of company, in the context of the Japanese
government’s efforts to further promote the use of restricted regular employment systems.
The results demonstrate a tendency for women who need to care for and raise particularly
young children to work as employees with restrictions on working hours, and suggest that it
is highly likely that restricted regular employment systems contribute to providing flexible
forms of employment.

Moreover, while there is a slight difference in results according to sex, the analysis
regarding wages shows that restrictions on place of work and restrictions on working hours
lead to wage penalties. In the case of restrictions on scope of work duties, results show that
there is a possibility that annual income may increase due to the recognition of individual’s
specializations, and that restrictions on the scope of work duties may lead to an increase in
job satisfaction, particularly in the case of small and medium-sized companies. The results
also suggest that as many large companies have multiple places of business, and transfers to
different positions and places of work are therefore very common, particularly forms of
employment that restrict relocation to another place of work lead to a decrease in wages. As
results also show that for males with restrictions on place of work not only wages but also
levels of job satisfaction are lower than non-restricted regular employees to an extent that
has statistical significance, it is also necessary to take note of the fact that for males wage
penalties in return for not having the possibility of transfer lead to a decrease in levels of
satisfaction. At the same time, as in the case of females levels of satisfaction have not de-
creased despite the existence of wage penalties due to restriction on place of work, it is
highly likely that employment with restrictions on place of work at a large company is more
easily accepted by women.

In the case of small and medium-sized companies, no wage premiums or penalties
were observed as such issues regarding transfers do not tend to exist. Moreover, while we
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can merely speculate, it is conceivable that in small and medium-companies restricting
scope of work duties leads to an increase in job satisfaction as it allows employees to focus
on a certain type of work, whereas normally each employee has a wide scope of duties due
to the fact that the business needs to be run with a smaller number of people. As this sug-
gests, the differences in company sizes lead to differences in the aspects of employment that
are restricted and what effects these restrictions have on wages and levels of job satisfaction.
It is therefore necessary to take such differences into account when investigating policies to
promote the use of restricted regular employment systems, and to avoid introducing
across-the-board policies that may in fact lead to disadvantages for companies or their em-
ployees. The Japanese government is currently gathering examples of companies that have
successfully introduced restricted regular employment, and setting out and promoting ex-
amples of relevant employment regulations and points to be addressed in managing such
systems, with the aim of assisting companies to ensure that labor and management pursue
effective initiatives for the smooth introduction and operation of restricted regular employ-
ment systems. It is important that it takes a flexible approach to such initiatives and the in-
formation that it provides on successful cases and means by which companies can avoid risk
when introducing such systems.

There are two issues to address regarding the research described in this paper. Firstly,
it is necessary to improve how “restricted regular employee” is defined in questionnaire
surveys for workers. This research has looked at restricted regular employees from the per-
spective of whether or not employees are under a restricted regular employment system
implemented by their company’s personnel management, but it is possible that in addition to
such conventional restricted regular employees, survey respondents who are not under such
an employment system—~but feel that they have such restrictions on their employment as a
result of how they have been assigned to their job positions—also responded that they are a
restricted regular employee. Secondly, when using data from the Working Persons Survey it
is not possible to distinguish whether those who responded that they are regular employees
with restrictions on place of work have responded as such because they are actually subject
to such a system, or because their company only has one place of business and their place of
work is therefore automatically limited to one location. It is hoped that these points can be
improved in further research in the future.
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