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Abstract 

 

 I analyze the wage structure of Japanese long-term care workers. The Japanese long-term care 

industry includes for-profit companies and nonprofit organizations. The differences in these 

organizations lead to differences in workers’ wage structure. Nonprofit organizations have constraints 

on profit distribution; their revenue is added to workers’ wages as a premium. Therefore, the wage rate 

per working hour of nonprofit might be higher than that of for-profit companies. However, for-profit 

companies seek profit; they might accumulate general human capital. Nonprofit organizations create 

trust with their users; they might accumulate specific human capital. I estimate the Mincer equation 

and use Kitagawa Oaxaca-Blinder decomposition with individual data on long-term care workers. The 

empirical results show that the wage rate is higher, and general human capital accumulates more 

among for-profit workers. Moreover, bonuses increase the monthly wages of nonprofit workers. Thus, 

the nonprofit premium, which may be an allowance, increases wages. Finally, specific human capital 

does not accumulate in for-profit companies or nonprofit organizations. 
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1. Introduction 

 

 Japan’s long-term care for older adults has experienced dynamic changes. First, the Japanese long-

term care industry includes many organizational forms. Approximately half of the Japanese long-term 

care services are formal care services at users’ homes or day-care services at nursing care offices. By 

the 1990s, public and nonprofit organizations mainly provided long-term care services for older adults. 

However, with the evolving demographic, supplying long-term care services via the previous system 

became challenging. Therefore, in the 2000s, for-profit companies were allowed to enter long-term 

care services. This led to market competition in the Japanese long-term care industry. Currently, the 

Japanese long-term care industry includes a diverse range of economic agents, encompassing private 

for-profit companies, private nonprofit organizations, and public entities. 

 Many studies have focused on Japan’s long-term care industry. In particular, there have been many 

studies on the mental health and stress experienced by long-term care workers. Additionally, some 

studies focused on the wages and turnover rate of care workers. Some studies compare for-profit 

companies and nonprofit organizations. However, to our knowledge, no study has examined the human 

capital of Japanese long-term care workers or compared it between for-profit and nonprofit 

organizations. 

 This study analyzes the factors that influence the wages of Japanese long-term care workers. First it, 

I analyzed the differences between general human capital, which is useful in many circumstances, and 

specific human capital, which is useful in specific circumstances. Second, the study compared between 

for-profit and nonprofit organizations. These two types of organizations have different objectives, 

corporate governance styles, delegation, and information distribution. Therefore, each require different 

knowledge and skills, implying that the factors affecting worker wages differ. To analyze these points, 

the Kitagawa Oaxaca Blinder decomposition was used. 

 The key findings are as follows: First, there may be a premium on the wages of nonprofit workers. 

The wage rate of nonprofit workers is lower than that of for-profit workers. However, bonuses increase 

nonprofit workers’ monthly wages. Instead of directly increasing monthly wages, bonuses act as an 

allowance to boost wages. Second, for-profit workers are more likely to accumulate general human 

capital than nonprofit workers. This stems from adaptation to market competition. Third, the 

accumulation of specific human capital is not statistically confirmed in any type of organization. 

 The remainder of this article is organized as follows. Section 2 briefly reviews the related literature. 

Section 3 describes the data and methods used in the study. The results are presented in Section 4. 

Finally, Section 5 presents the conclusions of this study. 

 

2. Literature review 
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2. 1. Japanese long-term care service 

 

 Half of the Japanese long-term care industry comprises care services at users’ homes and day-care 

services at nursing offices1 . Therefore, most of older Japanese individuals use both formal care 

supplied by companies and informal care provided by family members. This stems from the traditional 

idea that family members should support older individuals. In Japan, it is widely believed that wives, 

daughters, or spouses of the oldest son should help and support older individuals2. Therefore, it is 

common for older individuals to receive both formal and informal care3. 

 However, long-term care services for older individuals in Japan operate independently from normal 

health care services. Generally, information asymmetry exists in the health service industry because 

of its high professional skills and knowledge (Arrow, 1963). There are no necessary professional skills 

or knowledge in geriatric nursing care services compared to other normal health services. Therefore, 

in the long-term care industry, many workers come from diverse educational backgrounds, including 

not only graduate university and majors in nursing or social services, but also high school and junior 

high school graduate (Okubo, 2017; Yamada and Ishii, 2021). This causes variations in the skills and 

knowledge of workers. Moreover, because of the informal care provided by family members, 

relationships with family members are important in Japanese long-term care services. 

For-profit companies entered the Japanese long-term care industry after 2000 due to Japan’s evolving 

demographic structure. The changing population structure necessitated reforms in Japan’s social 

security system (Campbell and Ikegami, 2007). Therefore, several types of geriatric and long-term 

care service are required. Hence, nonprofit organizations, public organizations, and commercial 

companies are necessary. After 2000, for-profit companies began supplying long-term care services in 

Japan, introducing market competition (Noguchi and Shimizutani, 2009; Shimizutani and Suzuki, 

2007;). 

 Theoretical and empirical analyses of the Japanese long-term care industry began in the 2000s. 

Suzuki (2002) and Suzuki and Shimizutani (2009) compared the quality of care services in for-profit 

and nonprofit organizations using data from the Japanese long-term care industry. These studies 

indicate that for-profit organizations are not as opportunistic as predicted by theoretical analyses. In 

other words, profit-maximizing companies do not reduce their service quality. Regional differences in 

quality and productivity have been identified in recent years (Suzuki, 2020). 

 Many studies have investigated the wages and related factors of workers in the Japanese long-term 

care industry (Noguchi and Shimizutani, 2009; Zhou, 2009; Yin and Kawata, 2009). In Japan, like 

other health services, the earnings of long-term care offices are determined by insured medical 

 
1 See Fu et al, (2017). 
2 See Niimi (2016). 
3 See Fu et al, (2024). 
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treatments and fees. However, the medical fee for long-term care is relatively low compared to that 

for other medical and health services, because long-term care does not require high skills and 

knowledge. Therefore, the wages of Japanese long-term care workers tend to be lower than those of 

workers in other industries. Some studies have pointed out that increasing medical fees directly affect 

wages and labor supply (Kondo and Shigeoka, 2013; Kondo, 2019; Ueno and Hamaaki, 2017). 

Furthermore, other studies have analyzed the effects of market competition and the unemployment 

rate on wages (Zhou, 2009). 

 Hence, there are important characteristics in the analysis of the wage structures of Japanese long-

term care workers. The first is the difference between for-profit and nonprofit organizations. There are 

many regular-form organizations in the Japanese long-term care industry. Therefore, many nonprofit 

organizations seek purposes other than profits. Differences in purpose lead to differences in 

governance or inner rank in the workplace (Newhouse, 1970; Hansmann, 1980; Aghion and Tirole, 

1997). Moreover, differences in governance and inner ranks cause differences in wages, labor supply, 

and quality of their services (Leete, 2000, 2001; Mocan and Tekin, 2003; Morikawa, 2016; Ben-Ner 

et al, 2018; Dostie and Mohen, 2020). In particular, residual claims incentivize for-profit organizations 

to reduce their workers’ compensation (Borjas et al, 1983). On the other hand, in nonprofit 

organizations, it has been noted that the restriction on distributing profit leads to an increase in workers’ 

allowances (Roomkin and Weisbrod, 1999; Glaeser and Shleifer, 1997). Therefore, the difference 

between for-profit and nonprofit organizations affect the wage structure in terms of the wage rate per 

hour and the allowance amount. 

 The second factor is human capital. Many scholars have analyzed the relationship between firms’ 

investment in human capital and labor market friction (Becker, 1964; Acemoglu and Pischke, 1999). 

It is widely believed that high skills and knowledge are not required in the Japanese long-term care 

industry. Therefore, it might be argued that general human capital which could be substituted with 

other industries or in the long-term care industry, tends to be placed highly. Hence, in the Japanese 

long-term care industry, it might be considered that workers’ educational backgrounds and years of 

experience significantly affect wages. 

 However, there may be difference between for-profit and nonprofit organizations. If for-profit 

companies seek to maximize their profits, they tend to recruit many types of workers and invest more 

in general human capital. In the case of nonprofit organizations, especially hospitals, relationships 

with specific regions and older adults are important. Therefore, nonprofit organizations tend to invest 

more in specific human capital. Specific human capital is described as tenure years (Topel, 1963). 

 

3. Hypothesis, Data and Method 

 

3.1 Hypothesis 
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Based on the above discussions, I propose the following hypotheses. 

 

H1: The wage rate for working hours is higher in nonprofit organizations than for-profit companies. 

 

H2: There is a premium on wages at nonprofit organizations. 

 

H3: To adapt to market competition, for-profit companies tend to accumulate general human capital, 

such as education and years of experience. 

 

H4: To create a comparative advantage in creating user trust, nonprofit organizations tend to 

accumulate specific human capital such as years of tenure (hereafter, tenure years). 

 

3.2 Data 

 

 This study uses individual data from workers from the “Fact-Finding Survey on Long-term Care 

Work, 2019.” The survey is administered annually by the Care Labor Stability Center under the 

Ministry of Welfare and Labor. The sample offices were randomly chosen from “WAMNET,” a 

yearbook on long-term care offices. Three sample workers were chosen from each office, the selected 

workers then answered and provided individual data. Responses were collected via mail. The sample 

size was 17,630 offices and 52,890 workers, with valid data for 9,102 offices and 22,183 workers. 

 

3. 3 Methods 

 

 The following Mincer equation is used for the regression analysis. 

 

𝑙𝑛𝑊𝑎𝑔𝑒𝑖 = 𝛽1 𝑙𝑛 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 ℎ𝑜𝑢𝑟𝑠𝑖 +𝛽2𝐴𝑑𝑚𝑖𝑛𝑖𝑠𝑡𝑟𝑎𝑡𝑖𝑣𝑒 𝑝𝑜𝑠𝑡𝑖 + 𝛽3𝑀𝑖𝑑𝑑𝑙𝑒 𝑚𝑎𝑛𝑎𝑔𝑒𝑟𝑖

+ 𝛽4𝐵𝑜𝑛𝑢𝑠𝑖 + 𝛽5𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 𝑦𝑒𝑎𝑟𝑠𝑖 + 𝛽6𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 𝑌𝑒𝑎𝑟𝑠𝑖
2

+ 𝛽7𝐽𝑢𝑛𝑖𝑜𝑟 ℎ𝑖𝑔ℎ 𝑠𝑐ℎ𝑜𝑜𝑙𝑖 + 𝛽8𝐶𝑎𝑟𝑒 ℎ𝑖𝑔ℎ 𝑠𝑐ℎ𝑜𝑜𝑙𝑖 + 𝛽9𝑁𝑜𝑛 𝑐𝑎𝑟𝑒 ℎ𝑖𝑔ℎ 𝑠𝑐ℎ𝑜𝑜𝑙𝑖

+ 𝛽10𝐶𝑎𝑟𝑒 𝑐𝑜𝑙𝑙𝑒𝑔𝑒𝑖 + 𝛽11𝑁𝑜𝑛 𝑐𝑎𝑟𝑒 𝑐𝑜𝑙𝑙𝑒𝑔𝑒𝑖 + 𝛽12𝐶𝑎𝑟𝑒 𝑢𝑛𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦𝑖

+ 𝛽13𝑁𝑜𝑛 𝑐𝑎𝑟𝑒 𝑢𝑛𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦𝑖 + 𝛽14𝑇𝑒𝑛𝑢𝑟𝑒 𝑌𝑒𝑎𝑟𝑠𝑖 + 𝛽15𝑇𝑒𝑛𝑢𝑟𝑒 𝑌𝑒𝑎𝑟𝑠𝑖
2

+ 𝛾𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑠𝑖 + 𝑢𝑖 

 

 The left-hand side of the equation is the log of the care worker 𝑖’s monthly wages. This study uses 

monthly wage data because valid daily wage data are limited. 

 The main explanatory variables are classified into four categories. The first variable is the log of care 



6 

 

worker 𝑖’s working hours and the 𝑙𝑛 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 ℎ𝑜𝑢𝑟𝑠𝑖. If 𝛽1 for nonprofit care workers is higher 

than that of for-profit care workers, hypothesis H1 is supported. 

 The second main explanatory variable is support and bonus for care worker 𝑖 , which are 

𝐴𝑑𝑚𝑖𝑛𝑖𝑠𝑡𝑟𝑎𝑡𝑖𝑣𝑒 𝑝𝑜𝑠𝑡𝑖 , 𝑀𝑖𝑑𝑑𝑙𝑒 𝑚𝑎𝑛𝑎𝑔𝑒𝑟𝑖  and 𝐵𝑜𝑛𝑢𝑠𝑖 , respectively, 𝐴𝑑𝑚𝑖𝑛𝑖𝑠𝑡𝑟𝑎𝑡𝑖𝑣𝑒 𝑝𝑜𝑠𝑡𝑖 

and 𝑀𝑖𝑑𝑑𝑙𝑒 𝑚𝑎𝑛𝑎𝑔𝑒𝑟𝑖 are dummy variables for care worker 𝑖’s job rank: one is an administrative 

dummy that equals 1 if care worker 𝑖  is in an administrative post, and the other is a middle 

management dummy that equals 1 if care worker 𝑖 is in a middle management post. 𝐵𝑜𝑛𝑢𝑠𝑖 is a 

dummy variable that equals 1 if care worker 𝑖’s workplace provides a bonus to the worker. However, 

these data do not describe the value of worker bonuses. This indicates only whether bonuses are 

provided. If 𝛽2, 𝛽3 and 𝛽4 for nonprofit workers exceed those of for-profit workers, hypothesis H2 

is supported. 

 The third explanatory variable is general human capital, represented by 𝐽𝑢𝑛𝑖𝑜𝑟 ℎ𝑖𝑔ℎ 𝑠𝑐ℎ𝑜𝑜𝑙𝑖 ,  

𝐶𝑎𝑟𝑒 ℎ𝑖𝑔ℎ 𝑠𝑐ℎ𝑜𝑜𝑙𝑖 , 𝑁𝑜𝑛 𝑐𝑎𝑟𝑒 ℎ𝑖𝑔ℎ 𝑠𝑐ℎ𝑜𝑜𝑙𝑖 , 𝐶𝑎𝑟𝑒 𝑐𝑜𝑙𝑙𝑒𝑔𝑒𝑖 , 𝑁𝑜𝑛 𝑐𝑎𝑟𝑒 𝑐𝑜𝑙𝑙𝑒𝑔𝑒𝑖 , 

𝐶𝑎𝑟𝑒 𝑢𝑛𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦𝑖 , 𝑁𝑜𝑛 𝑐𝑎𝑟𝑒 𝑢𝑛𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦𝑖 , 𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 𝑦𝑒𝑎𝑟𝑠𝑖 , and 𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 𝑌𝑒𝑎𝑟𝑠𝑖
2 . 

𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 𝑦𝑒𝑎𝑟𝑠𝑖  is the number of years of experience of care worker 𝑖  at the main job. 

𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 𝑌𝑒𝑎𝑟𝑠𝑖
2 is the squared term of 𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 𝑦𝑒𝑎𝑟𝑠𝑖. The education dummy variables are 

composed of six variables for care worker 𝑖’s education, representing whether the worker has a care 

major from high school, college of technology, or university. If 𝛽5, 𝛽6, 𝛽7, 𝛽8, 𝛽9, 𝛽10, 𝛽11, 𝛽12 

and 𝛽13 are higher for for-profit workers, hypothesis H3 is supported. 

 The fourth explanatory variable was specific human capital, described by 𝑇𝑒𝑛𝑢𝑟𝑒 𝑌𝑒𝑎𝑟𝑠𝑖  and 

𝑇𝑒𝑛𝑢𝑟𝑒 𝑌𝑒𝑎𝑟𝑠𝑖
2. 𝑇𝑒𝑛𝑢𝑟𝑒 𝑌𝑒𝑎𝑟𝑠𝑖 is the number of years worked by care worker 𝑖 at their current 

workplace, and 𝑇𝑒𝑛𝑢𝑟𝑒 𝑌𝑒𝑎𝑟𝑠𝑖
2  is the square of 𝑇𝑒𝑛𝑢𝑟𝑒 𝑌𝑒𝑎𝑟𝑠𝑖 . If 𝛽14  and 𝛽15  are higher for 

nonprofit workers, hypothesis H4 is supported. 

 The control variables are described as the 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑠𝑖. Care worker 𝑖’s attributes include 

age and gender: six dummy variables for job, non-regular work, marriage, working right after 

graduation; 47 living prefecture dummy variables; and 13 motivation dummy variables for working at 

the current company/organization. Office attributes included the total number of employees and 

prefectures of the office. As the reference group comprises 1 to 19 employees, the total number of 

employees is described by five dummy variables; 20 to 49, 50 to 99, 100 to 299, 300 to 499, and over 

500 employees. 

 This study used the Kitagawa-Oaxaca-Blinder (KOB) decomposition method 4 . The sample 

comprises both For-profits and Nonprofits. For-profits includes only “Private companies,” Nonprofits 

includes “Social Welfare Council,” “Social Welfare Corporations,” “General Incorporated 

 
4 This analysis has been developed by Kitagawa (1955), Blinder (1973), Oaxaca (1973), and Oaxaca 

and Ransom (1994). For an example of an analysis on nonlinear estimation, see Bauer and Sinning 
(2008). 
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Associations,” “Medical Corporations,” “Cooperatives,” and “Not-for-Profit Organizations.” These 

corporations and organizations are regarded as “Nonprofits” that do not have profits as their main 

objective under Japanese law. Table 1 summarizes these sub-samples. 

 

[Table 1 is here.] 

 

The decomposition analyzes the endowments, coefficients, and interactions of the estimation. The 

Oaxaca command in Stata was then used5. 

 

4. Results 

 

4. 1. Summary statistics 

 

[Table 2 is here.] 

 

 This section analyzes the differences between the variables For-profits and Nonprofits. A t-test was 

used to test these differences, and the results are presented in Table 2. The mean of the dependent 

variable, log of monthly wages, is higher for Nonprofits than For-profits, and is statistically significant 

at the 5% level. This is consistent with studies showing that nonprofit workers’ wages are higher than 

those of for-profit workers. 

 Among the explanatory variables, the means of nonprofit workers’ working hours, experience and 

tenure years, middle managers, and education dummy variables on care major, marriage and new 

graduation were higher than those for for-profit workers, with a statistically significant difference. 

Therefore, nonprofit workers tend to work longer than for-profit workers. 

Meanwhile, in administrative posts, the number of employees between 1 to 19, and 20 to 49 are 

statistically significant for for-profit workers. These differences indicate that for-profit companies tend 

to concentrate more on decision-making rights in administrative posts to enhance profitability. 

Therefore, human capital accumulation may differ between for-profit and nonprofit organizations. 

 

4.2. Estimation results 

 

[Table 3 is here.] 

 

 Column 1 in Table 3 presents the estimation results for all workers. The logs of working hours and 

 
5 See Jann (2008). 
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job rank dummy variables are statistically significant at the 1% level. The bonus dummy is also 

statistically significant at the 5% level. Moreover, the signs of 𝛽1, 𝛽2, 𝛽3, and 𝛽4 are positive. These 

results indicate that working hours, job rank, and bonuses increase worker wages. Moreover, year of 

experience and their square terms were statistically significant. The sign of the coefficient of 

experience years (𝛽5) is positive, and sign of the coefficient its square (𝛽6) is negative. However, 

education dummy variables had statistically significant effects. The sign of all of these variables (𝛽7, 

𝛽8, 𝛽9, 𝛽10, 𝛽11, 𝛽12, and 𝛽13) are negative. These dummy variables ranges from junior high school 

to non-care university. Therefore, the reference group was those with master’s degree from a graduate 

university. The lowest value of the coefficient is junior high school (𝛽7) is -0.1526, the highest is care 

university (𝛽12) is -0.1026. Therefore, the care skills acquired at care universities increase workers’ 

wages. These results indicate that general human capital increases workers’ wages through education, 

job rank, job training. However, tenure years (coefficient is 𝛽14 ) does not have a statistically 

significant effect, while its square term (𝛽15) is significant at the 10% level. Therefore, specific human 

capital accumulates but its effects on wages are minimal. 

 Among the control variables, the female dummy variable has a negative statistically significant effect. 

Therefore, female workers’ wages are lower than male workers, similar to the dynamics in other 

Japanese industries. Next, age and the square of age have statistically significant effects on diminishing 

wage returns; the number of employees has a statistically significant positive effect. Therefore, 

economies of scale of profit organizations increase care workers’ wages. Moreover, the signs of the 

coefficients of the job occupation dummy variables are negative if the reference group comprises 

therapists. Visit care workers had the lowest coefficients. 

Next, the hypothesis testing results are reported. Columns 2 and 3 of Table 3 present the results for 

the sub-samples of For-profits and Nonprofits, respectively. 𝛽1  which indicates the wage rate of 

working hours of for-profit workers is 0.2872, which is higher than that of nonprofit workers at 0.22326, 

and the difference between these has statistical significance at 1%. Thus, H1 is not supported. This 

may be because Japanese for-profit companies in the care industry pay workers based on productivity. 

Similarly, the results for four of the five groups of employees were significant only for for-profit 

workers. Therefore, even if there are residual claims at profitable companies, they pay a return to the 

Japanese care workers through wages. 

 Next, the coefficients of the administrative post (𝛽2) and middle manager dummies (𝛽3) for for-profit 

firms are 0.1463 and 0.0801, respectively. These values are lower than those for nonprofit workers 

(0.1960 and 0.0978, respectively). Moreover, the coefficient of the bonus dummy (𝛽4) of nonprofit 

workers is 0.0938 higher than that of for-profit companies workers (0.0363). This indicates that a 

bonus system increases nonprofit workers’ wages. Therefore, Japanese nonprofit organizations pay 

 
6 The results of Ruhm and Borkoski (2003) are similar, showing very little difference between 
nonprofits and for-profits. 
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substantial allowances to their workers. Therefore, H2 is supported by both workers’ allowance and 

job rank premiums. 

 I consider H3. Coefficients of experience years (𝛽5) is statistically significant, and its square (𝛽6) is 

not significant for for-profit workers. However, neither of these coefficients is not statistically 

significant for nonprofit workers. Moreover, all of the coefficients of education (𝛽7, 𝛽8, 𝛽9, 𝛽10, 𝛽11, 

𝛽12, and 𝛽13) are significant for for-profit workers but not for nonprofit workers. Therefore, the return 

on general human capital accumulates for for-profit workers but not nonprofit workers. Thus, H3 is 

supported. As noted in H1, the return on profits from wages increases with an increase in number of 

employees. Therefore, for-profit companies in the Japanese care industry repay their workers. 

 Next, coefficients of tenure years (𝛽14) and their squares (𝛽15) are not statistically significant in 

Column2. However, 𝛽15  is significant in Column 3, nonprofit. Therefore, H4 is supported. This 

indicates that specific human capital tend to accumulate in nonprofit care offices. 

 

[Table 4 is here.] 

 

 Table 4 presents the results of the KOB decomposition 7 . First, regarding the differences in 

endowments, the log of working hours, bonuses, years of experience and their square, non-major care 

university, administrative post, middle manager, and number of employees were statistically 

significant. The signs of the logs of working hours, years of experience, and middle managers were 

positive. The sign for the administrative post was negative. These results indicate that for-profit 

companies have more administrative posts than nonprofits; nonprofits companies tend to have more 

middle managers. This may be because for-profit companies maximize their profits, and thus tend to 

concentrate more on decision rights. Furthermore, the number of employees in offices under 49 years 

of age is larger in for-profit than in nonprofit organizations. The coefficient of the bonus is 0.0640, 

which is statistically significant. This finding also indicates that bonuses affect workers’ wages through 

allowances. However, these interactions are not statistically significant. Therefore, endowments and 

coefficients almost entirely explain the difference between for-profit and nonprofit organizations. 

 

5. Conclusion 

 

 Using the Kitagawa-Blinder-Oaxaca decomposition, I analyzed the difference in the wage rate and 

human capital accumulation between the organizational forms. The key findings are as follows: First, 

 
7 I also analyzed the two-part decomposition using the “Differential” command. Regarding the two-
part decomposition, the explained part is similar to the endowments, and the unexplained part is 

similar to the coefficients. In the differential analysis, number of employees, education, experience, 
and tenure years are statistically significant. 
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for-profit workers’ wage rate is higher, whereas the bonus system increases nonprofit workers’ wages. 

Therefore, nonprofit premiums for workers are not wage rates but allowances for workers in the 

Japanese long-term care industry. Second, the accumulation of human capital differs between for-

profit and nonprofit organizations. This stems from differences in their objectives. For-profits tend to 

concentrate more on decision-making rights for administrative posts than nonprofit organizations 

competing in the market. Therefore, general human capital tends to accumulate more in for-profit 

companies than in nonprofit organizations, and the Japanese long-term care industry must stimulate 

market competition. 

 This study had some limitations. First, workers’ working hours were used as an independent variable. 

However, working hours are not strictly independent variables because many factors determine them. 

Therefore, future research must overcome the endogeneity in working hours. Second, this study did 

not analyze public organizations because of its small sample size. However, workers in public 

organizations have important characteristics, particularly altruistic motivations8. A contrast between 

the private and public is necessary to consider such factors. Third, there may be selection bias as, the 

surveyed individuals chose their sector whether for-profit or nonprofit9. The treatment of selection 

bias is crucial for future studies. 
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Table 1. Forms of organizations 

Definition of this paper Definition at research N 

1. For-profit, 10930 workers Company Limited and others 10930 

      

2. Nonprofit, 8998 workers Social welfare council. 1436 
   

 Social welfare associations. 4062 
   

 Medical foundations. 1356 
   

 NPO organizations. 945 
   

 Foundations 983 
   

 Cooperatives 216 

      

Note: "Public organizations", "Others" and "I don't know" are excepted. 
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Table 2. Difference of variables between For-Profit and Nonprofit 

Variables Whole  For-profit (1)  Nonprofit (2)  
Difference (1) - 

(2) 

  Mean S.D.   Mean S.D.   Mean S.D.       

Monthly wage 192071.7 80728.09  191893 84224  194821 75720  -2928 ** 

Working hours by week 34.5906 10.58  34.3304 34.1225  35.2529 35.0384  -0.9225 *** 

Bonus 0.6376 0.48  0.5219 0.50   0.7830  0.41  -0.2611 *** 

Experience years 10.4675  7.56  9.6010  7.2592  11.5190  7.6567  -1.918 *** 

Tenure years 6.8707 5.72   5.4317 5.349   8.7931 6.5612   -3.3614 *** 

Job rank dummy variables            

Administrative post 0.153 0.36  0.1929 0.19  0.1166 0.11  0.0763 *** 

Middle manager 0.2015 0.4  0.1717 0.16  0.2458 0.24  -0.0741 *** 

Normal employee 0.6377 0.48  0.6291 0.62  0.6299 0.62  -0.0008  

Education dummy variables                       

Junior high school 0.0386 0.19  0.0449 0.21  0.0279 0.16  0.017 *** 

Care high school 0.029 0.17  0.0265 0.02  0.0301 0.03  -0.0036  

Non care high school 0.5263 0.5  0.5271 0.50   0.5178 0.50   0.0093  

Care college 0.0828 0.28  0.0713 0.26  0.0987 0.30   -0.0274 *** 

Non-care college 0.1679 0.37  0.1679 0.37  0.1707 0.38  -0.0028  

Care university 0.0535 0.23  0.0522 0.22  0.0592 0.24  -0.007 ** 

Non-care university 0.1019 0.3  0.1101 0.31  0.0954 0.29  0.0147 ** 
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Non regular 0.3197 0.47  0.3119 0.30   0.3158 0.31  -0.0039  

Female 0.7762 0.42  0.7769 0.77  0.7720  0.42  0.0049  

Age 46.8587 11.83  47.3777 12.01  49.5981 11.38  -2.2204 *** 

Marriage 0.6301 0.48  0.6241 0.48  0.6438 0.48  -0.0197 * 

New graduate 0.1456 0.35   0.1074 0.31   0.1876 0.39   -0.0802 *** 

Number of employees            

Under 19 0.1405 0.35  0.2183 0.41  0.0612 0.24  0.1571 *** 

20 to 49 0.2178 0.41  0.3080  0.46  0.1296 0.34  0.1784 *** 

50 to 99 0.2045 0.4  0.1902 0.39  0.2190  0.41  -0.0288 *** 

100 to 299 0.2473 0.43  0.1278 0.33  0.3660  0.48  -0.2382 *** 

300 to 499 0.0714 0.26  0.0355 0.18  0.1060  0.31  -0.0705 *** 

Over 500 0.1185 0.32   0.1202 0.33   0.1182 0.32   0.002   

Note: ***, ** and * indicate significance at the 1%, 5%, and 10% respectively. 
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Table3 Results of estimation 

Dependent variable Log of wage  

Sub-samples Whole sample For-Profit Nonprofit Difference 

Log of working hours 0.2638 *** 0.2872 *** 0.2232 *** ** 

 [18.34]  [26.62]  [19.07]   

Administrative post 0.1683 *** 0.1463 *** 0.196 *** ** 

 [14.66]  [9.73]  [9.95]   

Middle manager 0.0861 *** 0.0801 *** 0.0978 ***  

 [8.69]  [5.54]  [6.67]   

Bonus 0.0579 *** 0.0363 *** 0.0938 *** ** 

 [5.40]  [2.96]  [5.30]   

Experience years 0.0043 ** 0.0058 *** 0.0022   

 [2.99]  [3.04]  [1.03]   

Square of experience years 0.0000   -0.0001  0.0000    

 [-0.89]  [-1.44]  [0.19]   

Junior high school -0.1419 *** -0.1842 *** -0.0843   

 [-2.91]  [-2.75]  [-1.07]   

Care high school -0.1158 ** -0.0923 * -0.1252   

 [-2.23]  [-1.33]  [-1.61]   

Non-care high school -0.1078 *** -0.1257 ** -0.0727   

 [-2.39]  [-2.00]  [-1.02]   

Care college -0.1122 *** -0.1753 *** -0.0392   

 [-2.40]  [-2.68]  [-0.54]   

Non-care college -0.1028 ** -0.1281 ** -0.0609   

 [-2.26]  [-2.01]  [-0.85]   

Care university -0.0961 ** -0.11 * -0.0663   

 [-2.01]  [-1.66]  [-0.89]   

Non-care university -0.0935 ** -0.1035  -0.0673   

 [-2.03]  [-1.61]  [-0.92]   

Tenure years 0.0012  0.0033  0.0000    

 [0.66]  [01.00]  [0.02]   

Square of tenure years 0.0002 ** 0.0000   0.0002 **  

 [2.26]  [0.18]  [1.98]   

Non regular -0.3693 *** -0.4162 *** -0.312 *** *** 
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 [-32.23]  [-29.36]  [-20.17]   

20 49 0.0496 *** 0.0657 *** 0.0186  ** 

 [4.63]  [4.71]  [0.89]   

50 99 0.0373 ** 0.0604 *** 0.008  ** 

 [3.22]  [3.59]  [0.47]   

100 299 0.0595 *** 0.0736 *** 0.0449 ***  

 [5.74]  [3.67]  [3.10]   

300 499 0.0571 ** 0.0927 *** 0.032   

 [2.89]  [2.59]  [1.44]   

Over 500 0.0704 *** 0.1082 *** 0.0312  ** 

 [4.16]  [5.20]  [1.45]   

Married -0.0474 *** -0.0452 *** -0.0466 ***  

 [-5.94]  [-4.25]  [-3.86]   

New graduate dummy 0.0018  0.0031  0.0093   

 [0.14]  [0.18]  [0.57]   

Age 0.0266 *** 0.0254 *** 0.0295 ***  

 [9.54]  [8.09]  [7.61]   

Square of age -0.0003 *** -0.0003 *** -0.0003 ***  

 [-9.49]  [-8.34]  [-7.27]   

Female dummy -0.1127 *** -0.1058 *** -0.1223 ***  

 [-10.95]  [-7.92]  [-8.34]   

For profit -0.0101       

 [-0.12]       

Constant 10.7935 *** 10.6974 *** 10.8558 ***  

  [102.35]   [88.61]   [76.86]     

Motivation dummy (13) Yes Yes Yes  

Regional dummy (48) Yes Yes Yes  

Occupation dummy (6) Yes Yes Yes   

N 14242 7646 6596  

R2 0.4061 0.457 0.3557   

Note 1: Numbers in parentheses are standard deviation with robust standard errors.   

Note 2: ***, ** and * indicate significance at the 1%, 5%, and 10% respectively. 

Note 3: Motivation dummy is answer why workers are working in current organizations or companies. 

Note 4: Regional dummy is based on prefecture where worker is living. 
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Note 5: Occupation dummy is based on visit care workers, service provider, nurses, life adviser, care 

manager and therapist. 

 

Note 6: Column named "Difference" means statistical significance of coefficients between Column For-

profit and Nonprofit. 
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Table 4. Results of Kitagawa-Oaxaca-Blinder Decomposition 

  Endowments   Coefficient   Interaction 

                  

Log of working hours by week 0.0063 **  -0.1153   -0.0008  

 [0.00]   [0.15]   [0.00]  

Bonus -0.0006 *  0.064 ***  0.0279 *** 

 [0.00]   [0.02]   [0.01]  

Experience years 0.0234 ***  -0.0697 *  -0.0155 * 

 [0.01]   [0.04]   [0.01]  

Square of experience years -0.0108 ***  0.0281 *  0.0103 * 

 [0.00]   [0.02]   [0.01]  

Tenure years 0.0054   -0.0082   -0.0052  

 [0.02]   [0.03]   [0.02]  

Square of tenure years 0.0133   0.0016   0.0024  

 [0.02]   [0.02]   [0.02]  

Care high school 0.0000    -0.0012   -0.0001  

 [0.00]   [0.00]   [0.00]  

Non care high school -0.0001   0.0173   -0.0003  

 [0.00]   [0.04]   [0.00]  

Care college -0.0017   0.0093   0.0002  

 [0.00]   [0.01]   [0.00]  

Non-care college 0.0000    0.0084   0.0001  
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 [0.00]   [0.01]   [0.00]  

Care university 0.0007   0.0005   0.0002  

 [0.00]   [0.00]   [0.00]  

Non-care university -0.0021 *  0.0019   -0.0004  

 [0.00]   [0.01]   [0.00]  

Administrative post -0.0150  ***  -0.0023   0.0009  

 [0.00]   [0.01]   [0.00]  

Middle manager 0.0076 ***  -0.0038   -0.0016  

 [0.00]   [0.00]   [0.00]  

Female -0.0006   -0.0203   -0.0002  

 [0.00]   [0.01]   [0.00]  

Age -0.0050    0.5069   -0.0027  

 [0.01]   [0.38]   [0.00]  

Square of age 0.0082   -0.2235   0.0037  

 [0.01]   [0.20]   [0.00]  

Marriage -0.0014 *  -0.0155   -0.0011  

 [0.00]   [0.01]   [0.00]  

Non regular 0.0015   0.032 ***  -0.0004  

 [0.00]   [0.01]   [0.00]  

New graduate 0.0016   -0.0004   -0.0003  

  [0.00]     [0.00]     [0.00]   

Number of employees         
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20 for 49 -0.0128 ***  -0.0087   0.0051  

 [0.00]   [0.01]   [0.01]  

50 for 99 0.0014 *  -0.0042   -0.0004  

 [0.00]   [0.01]   [0.00]  

100 for 299 0.0252 ***  -0.005   -0.0094  

 [0.01]   [0.01]   [0.01]  

300 for 499 0.0089 ***  -0.0029   -0.0052  

 [0.00]   [0.00]   [0.00]  

Over 500 -0.0008   -0.0116 *  0.0005  

  [0.00]     [0.01]     [0.00]   

Note 1: Numbers in parentheses are standard deviation with robust standard errors. 

Note 2: ***, ** and * indicate significance at the 1%, 5%, and 10% respectively. 

Note 3: Control variables are equivalent to Table 3. 
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