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The Essays on Causal Inference of Japanese Labor Market
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This dissertation consists of three essays conducting the causal inference in the Japanese labor market.

In the first chapter, I will review the background of relevant studies in detail to provide the motivation
for the empirical analysis of effect of tenure on wage growth, which will be conducted in Chapter 2, and the
impact of initial job assignment, which will be examined in Chapter 3.

Lifetime employment and tenure—based wages have long been two of the three foundational pillars of Japanese
employment practices. The presence of firm—specific human capital is often cited as a rationale for these
systems. However, the widely held belief that = investment in firm—specific human capital plays an important
role in Japan’’ warrants closer examination. Identifying this causality from labor market surveys poses
significant challenges

For the analysis of returns to tenure, which is conducted in Chapter 2, I will focus on the application
of Mincer—-type wage functions, discussing methods to eliminate biases in the coefficients estimated by these
functions. Regarding the analysis of initial job placement conducted in Chapter 3, I will explore the literature
on the scar effect’’ and its implications for Japan’s so—called ice age generation’’ of job seekers
summarizing the current findings and identifying areas for future research.

In the second chapter, I estimate the effects of employer tenure on wages using the instrumental variable
(IV) methodology by analyzing data from the Japan Household Panel Survey (JHPS/KHPS) from 2004 to 2014. I
find that the estimates based on the IV method, which corrects for omitted variable biases due to individuals
’unobserved abilities and unobserved matching qualities, are significantly lower than those found by using
the ordinary least squares (OLS) methodology. These results are robust across subsamples and specifications
and cannot be rejected by an alternative estimation method. Our findings suggest that the recent returns on
employer tenure in the Japanese labor market are likely to be lower than those discussed in previous studies.

Finally, in the third chapter, I investigate the effect of being regular employee in the job which a worker
takes the first after the graduation (the initial job) on subsequent job status. I construct the assignment
model that can be estimated by the marginal treatment effect (MTE) framework and the model suggests that the
region— and cohort—level unexpected shocks that influences the demand for full time-worker share is a valid
instrument under some assumptions.

Estimating the MTE, I find that the treatment effect of the initial job is heterogeneous among individuals:
males who are less likely to obtain regular employment in the initial job enjoy benefits of stable employment,
while the regular initial job does not increase the probability of regular employment on the subsequent periods

for males who are likely to obtain regular employment in the initial job.
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A SCER OB GRmSCEEOR R ZHRE LE T, $RHGH XD X A biL IThe Essays on Causal
Inference of Japanese Labor Market] T. BARDFEHIFICEIT AR EHFZICET A3>0x v
A THERINTWET,

BT, BT DO L L B a— 217> TWET, BRICIE, BEBEEOHEEIC
B3 2 HoROWITE, B L ORFFAEERDORXDTOROES - BMZ OMOBA 2B E D X
INCHEEHZTVD0E VST Z LIZBT 5 H RO E — 1 2170, WRDROHER & v
IBLR DR A R RER 2B L TWET,

H2F TIE, 20044E7)> 520144 % TO A AFK H %Vl (JHPS/KHPS) DT — & & AW T, EifisE
BNE®IZH R DWEELHET D202, BIEEE (V) EEZHOWTOIZITo TWET, Z Ot
FHINRFNANT —Z 2B LT H5OTTN, HRTIEI ARV T =2 REFINTWerolzlzd, H
KDOT —H NG RPESICEZ DB > TRV T —F 2o THD THlT & 20 %
T, 2O T, IVIBICE > TEADBIE SNV~ v T2 VOB L5 RIEEE A
T AZMIE LToRE R, SEH E&IC5 2 20 R, @ OR/N5lE (0LS) ZHW=5E60
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AU — A 2R UTNENGHI S 4L, 2 Off L Japanese Economic Reviewl|ZH# S CTWE 7,

BBICHITIL, FERITRINITHWZBETOEREAN., ZO%OREMIREICEH 2 5% K
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MEEZRTNWBICTERNWED, FORELE - T, B0 R AL IZHEEICZENEZ D)
a8 A, 2O TIEL, Marginal Treatment Effect & W9 FiEAE VW, #lETx
TRV BYEIZ K IR OB R B2 B TREME A BRI AN HER ATV E LTe, TOREE. P TIE
HIER 2152 TREENMEVWBEMIIZE LEEROREZZZ 45— 5T, Mot ECERERZ
FDAREMEDR B WRMEIZ & o> TX, 2O%OWIMICEIT 2 ESEH ORMERITHEM L 22 & 23
DE L7, ZOMTIIRE DIETT R, FEFEAN— MIT X THHN IART7Z2H D TT,
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