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Abstract

This study investigates the causal impact of stable employment on household consumption in
Japan, specifically distinguishing between the “risk reduction effect” of job security and the
“permanent income effect” associated with expected wage growth. Using panel data from the
Japan Household Panel Survey (2009—2023), the analysis compares transitions from fixed-term
non-regular employment to permanent non-regular versus permanent regular employment. The
estimation strategy employs Fixed Effects models, First Difference models, and an Event-Study
Difference-in-Differences (DID) approach to address unobserved heterogeneity and verify the
persistence of treatment effects. The results indicate that transitions to permanent non-regular
employment do not lead to significant consumption increase. In contrast, transitions to permanent
regular employment might be associated with a significant increase in consumption. Dynamic
analysis reveals that this effect on total consumption is not immediate but increases over time,
reaching approximately 10% after two years. Additionally, analysis by expenditure category
highlights specific increases in selective expenditures, such as dining out. These findings imply
that policies must promote long-term income growth, rather than merely removing fixed contract

terms, to effectively stimulate consumer demand.
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