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Abstract 

This paper focuses on the Japanese smooth school-to-work transition system and examines whether 

this system decreases the risk of leaving first jobs from the viewpoint of internal labor market theory. 

This institutional linkage between school and employers was once favorable for Japanese companies 

because they wanted to obtain promising employees who could be trained easily and at low cost to 

the company. However, the rising rate of progression to university and the economic recession have 

changed the Japanese labor market since the 1990s. Opportunities for new school leavers to obtain 

regular jobs have decreased, and it has become difficult for schools to maintain the conventional 

transition system. In this study, data from the Japanese Life Course Panel Survey were used to 

examine the effects of educational attainment, school-mediated job entry, type of occupation, and 

company size on the hazard rate of first job exit. I found that large company and public sector 

workers were less likely to leave their first job. However, contrary to the prediction, those with 

school-mediated job entry were more likely to leave their first job, which may contradict internal 

labor market theory. Finally, I discuss the implications of this analysis and the problems of career 

guidance. 

Key Words: School-to-Work Transition, Internal Labor Market, Survival Analysis, Japan, Youth, 

First Job 
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Introduction 

     The Japanese employment system was once characterized by immediate transition after 

graduation from school to the labor market and the lifetime employment system. However, some 

researches have indicated that this system is no longer functioning or is maintained only in limited 

areas (Honda 2005; Brinton 2008). This paper aims to consider the system from the viewpoint of 

internal labor market theory. 

     The 1997 financial crisis triggered unprecedented changes in the Japanese labor market 

structure (Ohta and Genda 1999). This change can be summarized as a decreasing number of 

employees. Although the unemployment rate was extremely low in Japan compared with western 

countries, it has gradually risen during this decade, particularly for younger people. The number of 

newly graduated students who cannot obtain regular jobs is also increasing. This implies that school 

guidance on students’ careers after graduation has become difficult due to the shrinking job market. 

Young temporary workers, called freeters, and jobless youth who are not engaged in education, 

employment, or training, called NEETs, have been paid attention by economists and sociologists 

(Genda 2001; Kosugi 2003; Genda and Maganuma 2004). Improvement in school guidance and 

occupational education is required because of these changes in the labor market conditions among 

younger people. However, can the efforts of the educational sector alone resolve this difficult 

situation? Is the smooth school-to-work transition still effective for both school leavers and 

employers? 

     In the next section, I will review existing research on the school-to-work transition system in 
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Japan. I will then explain the data and analytical methods of this study. After I discuss the results of 

my analysis, I will discuss the implications of this paper. 

 

The School-to-Work Transition in Japan 

     It was once common for newly graduated Japanese students to obtain stable full-time jobs. 

Schools traditionally played a crucial role in matching students and employers; yet, new school 

leavers did not have sufficient information about employers and employers could not gain sufficient 

information about new school leavers, so perfect market mechanism was useless. In order to 

compensate these gropes’ lack of information about each other, schools became involved in the 

matching process between new school leavers and employers. This matching role was most 

conspicuous at the high school level. 

     When the Ministry of Education limited the expansion of universities, the rate of progression 

to those universities stagnated at about 30% until the 1980s. While university entrance examinations 

were competitive, the main body of new applicants for regular jobs still comprised high school 

graduates. Manufacturing employers needed a large number of blue-collar workers, and high school 

graduates were regarded as eligible applicants for those industries. High schools introduced 

promising applicants to local companies, who relied on the schools’ introductions. Students who did 

not want to go to university could maintain their morale because they could be introduced to good 

companies (Rosenbaum and Kariya 1989; Rosenbaum and Kariya 1991). Consequently, the linkage 

between high school and employers provided three expectations: dependable supply, dependable 
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skills, and dependable quality (Kariya and Rosenbaum 1995). 

     In contrast with that of high school graduates, the job search process for university graduates 

was left to individual students, although universities did have career counseling divisions and that 

provided students with opportunities for advice and information about various companies (Kariya 

and Honda 2010). Networks of alumni also played a crucial role in job search activities. In addition, 

students graduating with science and engineering majors relied on professors’ recommendations 

(Genda and Kurosawa 2001). In sum, schools played a significant role in students’ job search 

activities, and most new school leavers transitioned smoothly from education to stable job positions. 

This smooth school-to-work transition system was related to lifetime employment and the 

internal labor market (Doeringer and Piore 1985; Ono 1989). The internal labor market is 

synonymous with competition among stable, full-time work positions inside a large company. Once 

an applicant obtains a regular job, he/she can obtain opportunities for training and promotion within 

the internal labor market. Training costs a lot, and employers want the employees who were trained 

inside the company to continue working there. Seniority wage profiles can be explained by this 

internal labor market theory. On the other hand, marginal workers who engage in unskilled jobs and 

are excluded from the internal labor market. In addition, while the regular workers are strongly 

protected from dismissal by the law, employers can easily terminate contracts with temporary 

workers. Employers regard the temporary workers as a buffer of protection against the dismissal of 

regular workers (Genda et al. 2010).  

Traditionally, the majority of temporary workers1) have been married women who were 
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supplemented their husbands’ income. However, the proportion of temporary workers has increased 

since the late 1970s (Tarohmaru 2009) and there has been a particular increase in the number of 

young people who do not choose the typical life course, which involves obtaining regular jobs 

immediately after leaving school and maintaining those jobs until they retire. These young people 

have been voluntarily obtaining temporary jobs since the 1980s and are called freeters. 

At first, the increasing number of freeters was not recognized as a social problem because 

people could find jobs easily due to the good economic conditions. However, as these freeters got 

older, it became harder for them to obtain regular jobs. Since Japanese society was formed on the 

basis of the seniority system, employers did not tend to accept new middle-aged regular workers. 

Furthermore, Japan is an aging society, and people worry about getting older because the national 

welfare system is fragile. The 1990s recession spurred a trend in which people did not pay their 

pension and insurance premiums, which meant that accidents and age-related conditions would not 

be protected by the pension or insurance systems. 

     In general, it is not easy for temporary workers to obtain regular jobs. Several researches have 

indicated that if the person’s first job is temporary, it has a continual negative effect on his/her career. 

In other words, when a person starts out as a temporary worker, he/she tends to either retain his/her 

temporary position or lose his/her job (Ishida 2005; Kondo 2007; Genda et al. 2010). The 

abovementioned internal labor market system and strong law protection for regular workers prompts 

employers not to employ new school leavers as regular workers (Genda 2001). Thus, it becomes 

very difficult for new school leavers to obtain regular jobs, especially when they have just left high 
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school. Since temporary workers do not have any opportunities for promotion, training, or salary 

hikes, the income gap between regular and temporary workers will continue to expand.  

From the education perspective, schools desire their students to obtain regular jobs, and they 

have become more earnest in their efforts to provide students with career guidance and information. 

Nevertheless, the amount of school-mediated job searching has decreased, and since the 1990s, it has 

become tougher to obtain regular jobs with large companies through school recommendations 

(Kagawa 2008).  

I will examine whether or not the school-mediated transition system still functions. The term 

‘function’ implies that internal labor market theory can be supported, meaning that the regular 

workers who were recommended by schools are more likely to remain in their first jobs, thereby 

potentially avoiding the risk of unemployment or unstable employment. Under the present 

conditions of the Japanese labor market, if this prediction is correct, schools should encourage the 

creation of strong ties with employers. 

 

Data and Method 

     In this paper, I used the first wave of data from the Japanese Life Course Panel Survey (JLPS) 

conducted by the Institute of Social Science, University of Tokyo, since 2007.2) It is based on a 

nationwide multistage sampling of people aged 20–40. Although the original sample size was 4800, 

respondents who were still in school in 2007 or who did not answer related questions were deleted 

from this analysis. Therefore, the total sample of our analysis was 2517 (1250 males and 1267 
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females). The first–wave questionnaire included information about the respondents’ first job (kind of 

job, position, size of company, and duration), and educational attainment. I only used the sample of 

regular workers because the internal labor market is composed of regular workers. 

     First, I compared the survival rate of first regular jobs based on whether or not respondents 

obtained those jobs through school recommendations. To perform this analysis, I used the 

Kaplan-Meier survival curves because they are mathematically simple and understandable. Second, I 

estimated Cox proportional hazards models in order to control several determinants simultaneously.  

 

Results of Analysis 

Kaplan-Meier Survival Estimation 

     Figures 1 to 4 show the survival function plots for people who obtained their first jobs through 

school recommendations and people who did so without school recommendations. Only the lines of 

Figure 1 were distinguishable. Contrary to our prediction, the high school graduates recommended 

by schools left their first jobs faster than those who obtained their first jobs in other ways. The 

difference between these survival functions was statistically significant (Log-rank test: chi-square = 

9.53, d.f. = 1, p = 0.002; Wilcoxon–Breslow-Gehan test: chi-square = 11.07, d.f. = 1, p = 0.001).3) 

Although the lines of Figure 2 did not intersect, the difference was not statistically significant 

(Log-rank test: chi-square = 2.72, d.f. = 1, p = 0.099; Wilcoxon–Breslow-Gehan test: chi-square = 

1.81, d.f. = 1, p = 0.178). Figures 3 and 4 indicate that there were no differences between these 

survival functions. Thus, proof of internal labor market theory could not be found in the 
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Kaplan-Meier survival functions. On the contrary, regular workers who were recommended by high 

schools were less likely to remain in their first jobs. 

Proportional Hazard Models 

     Table 1 reports the result of males’ Cox regression models, which explore the effects on the 

hazard ratio of first job exit. Model 1 only includes the timing of job entry and educational 

attainment. According to Ohta and Genda (1999), the Japanese labor market radically changed due to 

the Asian financial crisis. However, the duration of first jobs did not change before and after the 

financial crisis. Compared with high school graduates, university graduates were less likely to leave 

their first jobs. On the other hand, specialized training school leavers were more likely to leave their 

first jobs.4) However, this university effect was not significant when I added the kind of work (Model 

2). This may imply that university graduates concentrated on the professional or clerical work, and 

the difference between white-collar and blue- or gray-collar work became clear. Model 3 added size 

of company and a dummy indicating that first job entry was based on school recommendations. 

While sales workers still had a positive effect, the dummy variables of blue-collar jobs were not 

significant. Workers at large companies and in the public sector were less likely to leave their first 

jobs, which could be explained by internal labor market theory. However, the school 

recommendation dummy variable was positively significant, which was contrary to our prediction. 

Model 4 added the interaction effect between job entry timing and school recommendations. This 

interaction effect was not significant: there was no change in school recommendation effect before 

and after the financial crisis. 
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     The counterpart analysis of females’ can be found in Table 2. In Models 1 and 2, job entry 

timing and education had no significant effects, and only salespeople had positively significant 

effects. Size of company and school recommendation had significant effects, and the results were 

similar to those of males. However, university graduates were more likely to leave their first jobs if 

we control the effects of company size and school recommendation. In addition, the interaction 

effect in Model 4 was significant at the 10% level, which implies that the females who obtained their 

first jobs through school recommendations after the financial crisis were less likely to leave their 

first jobs that those who obtained their first jobs in this way before the crisis. 

 

Discussion 

     From the viewpoint of internal labor market theory, it is understandable that both males and 

females had negative effects in the hazard models because large companies and the public sector can 

provide many opportunities for promotion and training inside the workplace. However, the negative 

effect of school-mediated job entry seems contradictory to internal labor market theory. If we 

compare the Models 2 and 3 in Table 1, the effects of blue-collar jobs disappeared, while the 

school-mediated job entry had a positive effect in Model 3. This indicates that those who obtained 

their first blue-collar jobs through school recommendations were more likely to leave their 

workplaces.  

Internal labor market theory was often criticized for its ambiguous boundary between internal 

and external. Recently, although regular workers are regarded as labor force in the internal labor 
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market and temporary workers are regarded as such in the external labor market, regular workers are 

not classified into one group. Workers in small or mid-size companies were once regarded as the 

external labor market, and it is well known that women’s opportunities for promotion have been 

limited in the Japanese labor market. However, those who obtain their first jobs in large companies 

or the public sector were less likely to leave their first jobs. This seems natural because the public 

sector originally tried to overcome the gender-segregated society, and this might be a sign that large 

companies are trying to adopt a more gender-equalized system. However, the positive effect of 

universities in Table 2 contradicts this optimistic view. This may show that the equalization of the 

labor market is unsatisfactory, or that the status of women is less advantageous in Japanese society. 

Hence, while women who obtained first jobs in large companies or the public sector wanted to 

remain in the workplace, efficient women such as university graduates might be more likely to be 

disappointed in the gender-segregated society. 

     Finally, in this analysis, school-mediated job entry did not contribute to the likelihood of 

remaining in the first workplace. It seems that schools were eager to maintain links with employers 

because they are evaluated in society on the basis of students’ success in obtaining ‘good’ jobs. 

Although this interpretation remains in the preliminary stage, this study may offer some insight into 

the conventional understanding of the Japanese school-to-work transition system. 

 

Notes 

1) In Japan, married female temporary workers are often called part-time workers or part-timers. 
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The word part-time in Japan does not simply mean those who work for short periods of time. 

Part-time workers are usually excluded from law protection, pension and insurance systems, and 

opportunities for promotion. Some part-time workers even work the same hours as regular workers, 

but their wages are usually low.  

2) This study is supported by the Grant-in-Aid for Scientific Research from the Japan Society for the 

Promotion of Science; the grant number is Kiban-S 18103003 and 22223005. Funding was also 

provided by the Institute of Social Science, University of Tokyo, as well as contribution from 

Outsourcing, Inc. I was permitted to use the data by the committee of this project. 

3) While the Log-rank test stresses increasing differences in survival function at the end of duration, 

the Wilcoxon-Breslow-Gehan test stressed the differences at the beginning of observation (Blossfeld 

et al. 2007: 76–84). 

4) Over 90% of Japanese junior college students are female. Therefore, junior college leavers were 

very rare in the models of males. 
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