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Workforce expansion increases wage payment and benefits. Moreover, managers should appropriately account
costs that may occur because of future layoffs. Betolila and Bertola (1990) proposed a model of firms’ optimal
employment policies under linear adjustment costs using a real option model. They proved that high firing costs, slower
and more uncertain growth, and lower attrition rates after the first oil shock can explain some features of employment’s
dynamic behavior in the largest European countries. However, they did not consider the benefit of long-term
employment. They underestimated the value of permanent workers. We use a real option model to study the proficient
option and the proficient increases the value of permanent workers. Using this methodology, managers do not convert
temporary workers to permanent workers if some subsequent negative event occurs (e.g., failed product introduction or
a declining economy). Therefore, only upside profits are reflected in the value of works. That is, the organization or
environment that builds and evaluates proficient acquires the profit of permanent workers. Two firms can invest in the
same R&D. However, in the case of proficient investment, two firms compete for one skilled workforce. Therefore, we
cannot analyze proficient investment using the same framework. Our model could lead to the option game of proficient

workers.
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