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Abstract

International enterprises should integrate human resource management globally under a multi-dimensional global market. But the globalized
level of Japanese companies’ human resource management has been low for decades. This might have structural causes, then they couldn't
execute necessary policy change. I found this structural problem which prevents Japanese companies from offering attractive job opportunities
to foreign workers through international comparison of the relation between labor market and incentive system to attitudes of work. The
experienced labor market is imperfect only in Japan. This situation enhances the accumulation of “context-oriented human assets”. Seniority
based rewards systems promote them to co-operate then increase the performance of this kind of human asset. In contrast, “independent human
asset” would be accumulated in other countries, such as South Korea, China, Indonesia, United States and Brazil, except Germany. The
experienced labor market is relatively perfect in these countries, and those who put priority on both good rewards and clear career path when
seeking job opportunities get good rewards. Because this kind of incentive system seen in the countries except Japan and Germany have
inconsistency with that is seen in Japanese homeland office, Japanese companies couldn’t integrate human resource management globally.
Japanese companies need a fundamental change of organizational architecture to regain the international competitiveness and utilize the new
market opportunity overseas.

Keywords: J-System, H-System, Labor Market, Individual Human Asset, Context-Oriented Human Asset, Incentive System.

1. Introduction

With the global integration of the market, regional differentiation, and structure changes of industries caused by
technological innovation, the international market structure has been diversified. Doz, Santos & Williamson [1] states
the necessity of existing multinational companies to evolve into a "transnational enterprise" under this environment.
And Bartlett & Ghoshals [2][3] claimed also the necessity of them to reborn as a "meta-national enterprise”. Oviatt &
McDougall [4] has proposed a company model called as "Born Global Companies", which is built on the premise of
global business development from its inception, for start-up in the same context. The essential of these models is that
companies should have several skills simultaneously to build competitive advantages under the environment of
multidimensional changes occurring. The skills include the flexibility of the multinational type, the efficiency seen in
the global type, and the ability to transfer overseas innovation, which is good at the international type.

Meanwhile, Furusawa [5] mentioned that the strategic goal of global human resource management is just achieve the
globalization of Japanese employees, and its international resource management is an ad hoc "low integrated - low
Local adaptation" type. For Japanese companies, "localization delay" is frequently pointed out as a problem of
international human resource management (Bartlett & Yoshihara [6]). For example, in the early the 1990s, Koop [7]
pointed out that the level of the globalization of the human resource system of Japan enterprise is remarkably low
compared with western companies from four aspects, global integration level of performance evaluation system,
education and training scheme to appoint local staff as headquarter staff, international personnel exchanges between
local offices, existence of global information system of human resources. This situation is still existing today.
Ghemawat and Vantrappen [8] compares the ratio of foreign officers in the Fortune Global 500 Company in 2014
internationally, which indicating that the personnel globalization of Japanese companies is not progressed. According
to Iwasaki [9], Japanese-style human resources management prevent the Japanese international companies from
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integrating of human resource management system, such as teamwork by generally job assigned workers, or slow
promotion speed of seniority-based incentive system.

While the global integration of international human asset management of Japanese companies has not advanced, the
declining international competitiveness of Japanese companies has been pointed out since the late 1990s. For
example, in the ICT industry or the high-tech sector, the decline in the sales share of Japanese companies (Ministry of
Public Management's "ICT Competitiveness Index in the Heisei 27th Edition"), declining Japan's added value share
(National Science Foundation "Science and Engineering Indicators 2016"), Then, it can be confirmed that the
Japanese company's R&D investment efficiency decline (Otsuka [10]). To restore the competitiveness of Japanese
companies, they need to gain access to market opportunities in overseas markets, e.g. conversion led by government
from gasoline cars to electric cars in Europe. Furthermore, because we face the weekend vitality of the human
resources in Japanese headquarters caused by the declining population of youth, and it became the urgent strategic
matters to revive the organization by utilizing of overseas human resources, and globalizing human resource
management system.

However, why Japanese firms cannot overcome the its side effect of personnel system already pointed out twenty
years ago, and will not be able to proceed "global integration" of international human resource management. In this
paper, we explore the answer to this research question by the following procedure. First, in Section 2 we derive the
hypotheses about the factors, which keep Japanese international companies away from integrating global human
resources management, from the literature review of theoretical enterprise architecture model and its complementary
relationship with external resource markets. In chapters 3 and 4, I analyzed international survey about the view of
career of university graduate citizens from 20s to 30s, and verified the hypothesis. Finally, in Chapter 5, based on the
discussions in chapters 3 and 4, I will discuss how we could develop the way to global integration of international
human resources management for Japanese international companies.

2. Complimentaries Between The Element of J Systems

Certain management systems co-evolve with social accumulation of specific human asset types. It is thought that this
social accumulation inhibits the change of personnel system. Therefore, I’ll overview the work of Aoki, which
approached the cause of corporate behaviors’ differences between countries from the view of new institutional
school, and confirmed what kind of human assets, labor market, incentive system the management systems became
the bases of such as the Japanese management system, the US management system and the Germany management
system etc. Then, I present a hypothesis on what could be a factor hindering the integration of global human asset
management by Japanese companies.

2.1. Elements of the Japanese management system and their complementary relationship
Aoki [11] [12] modeled the characteristics of Japanese companies as a six-element integrated system (J system).
"Horizontal information system (I)" represented by team work operations by generally job assigned worker, "rank
hierarchy (R)" represented by seniority-based wage system and late promotion, "Incomplete labor market (E)"
represented by the remarkably small experienced labor market comparing with new graduate labor market,
"subcontracting relationship (S)" which subcontracts different activities from the perspective of internal activities and
is externalized using a company or spun off subsidiary, "Main bank relationship (MB)" that relies on banks, and
"cross-shareholding" that contributes to the establishment of a stable relationship with shareholders constitute a
Japanese management system.

Complementary relationship exists among these elements. For example, enterprises commit to total wage payments
to workers by long-term employment and seniority-based wage and promotion system increase incentives for
workers investing in company-specific human capital (Kanemonto and Mcleod [13]; Carmichael [14]). On the other
hand, since Japanese companies adopt horizontal information processing in which the scopes of each members'
authority and responsibility are unclear, externalities of performance exist between individual duties. In such a case,
it is known that using performance-based evaluation as a promotion criterion induces sabotage that interferes with the
work of other workers and causes dysfunction of team work (Lazear [15]).
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In this sense, "incomplete labor market" and “seniority-based wage and promotion system” are complementary to
"horizontal information system", and “context-oriented human assets”. Aoki [16] stated this complementarity cause
the social accumulation of “context-oriented human asset” proceed. Horizontal information processing has
advantages only in industries with moderate market and technology uncertainties, but the social accumulation of
“context-oriented human asset” force the almost company adopt J-systems even in the industries which would not fit
the J-system.

2.2. Complementary relationship between diverse management systems and labor market
Then, what other management systems have developed through certain accumulation of labor market and human
assets? The five generic modes of organizational architecture (Table 1) are presented by Aoki [17]. These models
include the S mode which is the traditional J-system already mentioned, the H mode which is the traditional US
enterprise system, the G mode which is found in the German company, the SV mode which is found in the industry
cluster of Silicon Valley, and RE mode found in manufactures led by heavy weighted project leaders and knowledge
intensive professional organizations. These models are segregated by the level of essentiality of both utilize
management's cognitive assets (=MCA) and workers’ cognitive resources (=WCA) to expand the marginal product
by utilizing nonhuman physical assets (=PHA). I’ll summarize that in what kind of both labor and goods market three
modes, such as H and S and G, work efficiently or effectively.

Table. 1. Five Fundamental Organizational Architectures

| WCA

| Essential                        | Quasi-essential | Non-essential

| Essential                       | RE : (H-S/E)                  | H: (H-E) | H: (H-E)

| MCA

| Quasi-essential             | SV: (S-E) | G: (S-E/S), S: (S-S) |

The expansion of marginal products in the H mode mainly depends on MCA specialized decision making and the
WCA is only responsible for functionally subdivided limited decision making. WCA can easily exchange MCA
through almost complete labor market. This management system has a comparative advantage in the standard product
markets where PHA is very simple or very complicated, and the introduction stage of new markets in which the
prompt decision by management is essential.

Expansion of marginal products in S type management system requires cooperation of MCA - WCA and WCA -
WCA to perform vertical and horizontal information processing. The lower the value of the external labor market, the
better the incentive to commit to this partnership, the better the function in the economic sphere with the incomplete
labor market. This management system has a comparative advantage in reacting to the market with diversified
product specification by continuously tweaking the coordination method at the field level [11] [18] [19].

Expansion of marginal products in the G-type management system is achieved by WCA and MCA highly trained and
organized at the industrial level, in cooperation with each other vertically and horizontally to make decisions.
Individual WCAs are interchangeable within the industry, but this cooperative relationship is institutionally obliged
and functioning in Germany. Companies under this management system can enjoy a high product quality reputation
because of national and industrial vocational training programs, tradition of labor ethics based on craftsmanship
technology.

2.3. Hypothesis of factors hindering globalization of human resources management

From the discussion so far, difference of effective incentive system in between Japan and others, caused by the
accumulated human assets type, accompanied with certain type of labor market, is the reason why Japanese
companies couldn’t reach the global integration of international human management. In other words, the following
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three hypotheses can be presented as factors that prevent Japanese companies from integrating human resources
management permanently.

Hypothesis 1: Japanese labor market is especially incomplete so that suppresses the ones will to change job

Hypothesis 2: Different human assets are accumulated against the background of differences in labor market

Hypothesis 3: a. Each company adopts an incentive system suitable for certain accumulated human assets, b. As a
result, the social incentive system lose flexibility

Figure 1 shows the structures of these hypnoses. The conflict between both fixed incentive system in Japan and in
foreign branches caused the delay of global integration of human resources management.

Figure. 1. The structure of hypothesis

3. Country Differences of External Labor Market Value

I will verify the hypothesis presented in Chapter 2 through international comparative analysis of the attitudes about
career in Chapters 3 and 4. Firstly I overviewed the survey, and after I confirmed the specialty of Japanese labor
market and evaluation system, by international comparison of the result of job change experience to employment
status, and salary level etc. In the next chapter, we confirm the mismatch between the Japanese employment system
and the motivations of overseas local talent, through the international comparison of the relationship between work
motivation and career change experience, job motivation and relationship of salary change after career change.

3.1. Research outline of “Working Person 2012 Survey”
In the analysis of this thesis, we received the individual vote data of "Global Career Survey, 2012 (Recruit Works
Institute) " from the SSJ data archive of the social survey and data archive research center attached to the Institute of
Social Science of The University of Tokyo. This data consists of 13 countries which integrated a part of data of
"Working Person Survey, 2012" (SSJDA 0870) as a Japanese survey into the data of the 12 countries of the Global
Career Survey. I picked up 7 countries, such as Japan (JP), South Korea (KR), China (CH) America (US), Germany
(DE), Brazil (BR) from the survey.

The data are allocated equally to 150 for each gender and 10-year age group (excluding college graduates) aged 20 to
39 university graduates who are currently working. It was collected through Internet surveys conducted from
September to December 2012.

To overview the characteristics of the labor market in each country, we compare the employment pattern (Table 2),
contract type (Table 3), work position (Table 4), job change experience (Table 5) based on the results of t-test.
Looking at the form of employment, it can be confirmed that part-time employees in Japan, Germany, the United
States and Brazil are larger than other countries. Looking at the contract form, it can be confirmed that in Japan,
China and Germany there are more temporary contracts than other countries. Looking at the position of work, the
ratio of managers in China is high, low in Japan and South Korea, not great difference in average level in other
countries. Finally, when looking at job change experience, it is confirmed that the rate of job change is high in China
and India, low in South Korea, Germany and Brazil, and the average level of Japan and the United States.

Comparing each country data at grand total level, we can confirm the late promotion which is characteristic of the
seniority system in Japan, but we couldn’t confirm the stable employment contract which is characterized by lifetime
employment. In the face of the declining international competitiveness, it is thought that Japanese companies have
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been adopting performance-based measures (from the Social Productivity Headquarters “The 15th Survey on
Changes in Japanese Employment and Human Resources”), the abandonment of long-term employment (Ministry of
Internal Affairs and Communications "Labor Force Survey Each Year Edition").

Table. 2. Comparison of employment status: Length of work by country

Table. 3. Comparison of employment status: Term of contract by country

Table. 4. Comparison of current position by country

Table. 5. Comparison of the rate of job change experiences by country

3.2. Influence of Job change experience on employment and promotion opportunity and salary
level
Teamwork (Furusawa [5]), an advantage of Japanese human resource management, is supported by motivation for
individuals to invest in the company-oriented skill acquisition (Aoki et al. [20]). This kind of motivation is promoted
under the low value of external labor market environment. Then is the value of external labor market low in DE, or
high in US? I’ll confirm the hypnoses by the result of t-test about the correlation between job change experience and
promotion speed, job change experience and income level, job change experience and employment state (time /
period).

Table 6 and Table 7 show the influences of job change experiences to contract aspects of both working hours and
contract term, by country. First, looking at Table 6, in Japan the proportion of part-time workers is high among in job
changers, and the proportion of full-time workers are high in South Korea and Indonesia. Then, looking at Table 7,
we see that in Japan, the percentage of contracts with temporary contracts is higher, in China, Indonesia, Germany,
and the United States the proportion of permanent contracted workers is higher.

Table 8 summarizes whether the percentage of managerial positions is affected by the experience of job change.
According to this, in Japan, Germany, Brazil, the percentage of managers does not change with or without job change
experience, and in South Korea, China, Indonesia, US you can see that the percentage of managers are more in job
change experienced person.
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Table 9 summarizes the relationship between job change experience and salary. Looking at this, in Japan it can be
confirmed that many people with job change are under 3 million yen in annual income.

Table. 6. The influences of job-change experiences on the contract of length of work time

Table. 7. The influences of job-change experiences on the term of employee contract

Table. 8. The influences of job-change experiences on organizational position

Table. 9. Annual income level by job-change experiences

3.3. The uniqueness of Japanese labor market
Here, I summarized the effect of job change experience on promotion, income, employment form. There are many
more unfavorable employment opportunities in the experienced labor market in Japan, and as a result, you can see
that the salary level of the job changers is decreasing. Meanwhile, there is a possibility that more advantageous
employment opportunities exist in job changer markets in other countries. Firstly, it is confirmed in South Korea,
China, Indonesia and the United States that both stable employment contracts and promotion opportunities are
offered to experienced labor. In Germany, it is confirmed that the more stable employment opportunities are offered
to more experienced workers.

In other words, in the five countries of South Korea, China, Indonesia, the United States and Germany the better
opportunities of employment are offered to the experienced worker, except in Japan. The value of other companies’
work experience is not evaluated in Japan.
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4. Social Incentive Structures on Attitude to Work

Here, I’ll investigate what kind of job attitude differences have been seen between countries, based on the labor
market value gap between inside and outside of enterprises. And, I’ll illustrate what kind of workers are evaluated in
each country in regarding the attitude of work.

4.1. Relationship between the attitude toward the work and the reasons of job change
First, we present the reasons for changing jobs in Table 10, so that what kind of dissatisfactions drive workers to
access the external labor market in each 7 countries. The top three reasons for changing jobs in Japan are job content,
employment conditions, and personal relationships in the workplace. Those of South Korea, China and Indonesia
Anxiety are dissatisfactions with salary, working conditions, and company's future potential. Meanwhile, those of
Germany, the United States and Brazil are anxieties about salary and working conditions, or end of contracts.

Furthermore, the top three common attitudes toward work of each country are emphasized in Table 11. In six
countries, other than Japan where the value of the external labor market is relatively high, the importance of rewords
such as salary is ranked as top, while in Japan, where the external labor market value is relatively low, the good
personal relationship in the workplace is the most important. This difference might indicate the difference of
accumulated human asset type. The importance of rewards might be caused by the accumulation of “individual
human asset” whose skill is well defined and easily replaced by others. The importance of personal relation in
workplace might be caused by the accumulation of “context-oriented human asset” whose marginal production is
increase through teamwork.

The second and third priority of job environment in each country would imply the difference of the labor market. For
example, the Japanese workers have relatively low negotiation power toward manager because the value of current
job opportunity is higher than that of outside job opportunity. Thus, they might put priority on work assignment and
appropriate work hours & holidays. The US workers’ competition to get the better job is very intensive, thus they
might put priority on work assignment and employment stability. Because Germany workers are essential at industry
level but exchangeable at company level, they might put priority on the personal relation in workplace and the
employment stability.

Typical J-system enterprise wouldn’t offer high salaries, clear job assignments or clear career paths to job changers.
Thus, the job opportunity of Japanese company has less attractive than that of foreign company.

Table. 10. The main reason of leaving job by country
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Table. 11. Top 3 important elements about job by country

4.2. The type of motivation which would evaluated in each labor market
Let’s consider social incentives systems of each county here. I verified the relation between the workers’ attitudes
toward job and evaluation of them, through logistic regression analyses by using the statistical analysis software R.
Figure 12 shows the variables used for this analysis.

For the first step of analysis, I eliminate the irrelevant variables to evaluation indexes by judging through Fisher’s
exact test. Then I investigate the correlation between evaluation indicators and attitudes toward work by solving the
formula (1). Variable “q” of the formula (1) expresses the achievement rate of each performance indicator, “Xi”
represents each score corresponding to each attitude “i”, and “βi” represents each coefficient corresponding each
attitude “i”. The plus coefficient indicates that the achievement probability of each evaluation indicator increases, and
the minus coefficient indicates that each achievement rate decreases.

Table. 12. Variables for evaluating incentive system

Job-Retainer Job-Changer
Evaluation index of individual
workers

● earn more than average
● occupy the position of manager

● earn more than average
● occupy the position of manager
● increases of income (except JP)

The priority when choosing job
● Company's status
● Good personal relation
● Work assignment of you
● Good rewards (High salary etc.)
● Place that you want to work
● Appropriate work hours &

holidays
● Fair evaluationof employee
● Clear career path
● Employment stability
● Opportunity of education etc.

Social incentive systems for Job-Retainer in n each country

I’ll show the relations between evaluation and attitudes toward job for the Job-Retainers regarding to promotion in
table 12, regarding to salary level in table 13.
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First, we have statistically confirmed the existence of social incentive system regarding to promotion in China,
Indonesia and Brazil. The status seeking attitude is evaluated in Indonesia and Brazil. The need of fair evaluation is
evaluated in Brazil. The serious concerning about clear career path is evaluated in China and Indonesia. On the other
hand, putting priority on good personal relation is less evaluated in Brazil.

Second, we have statistically confirmed the existence of social incentive system regarding to income in Japan, South
Korea, China, United States and Brazil. The status seeking attitude is evaluated in United States. The need of work
and life balance is evaluated in China. Contrary, the need of work and life balance is less evaluated in Japan. The
serious concerning about good personal relation is less evaluated in South Korea and Brazil. The need of education
opportunity by company is less evaluated in Brazil.

Here, we certified some difficulties of Japanese enterprise to utilize foreign human resources. Those who put priority
on good personal relation are given penalties in South Korea and Brazil. This could prevent “context-oriented human
asset” from accumulating in South Korea and Brazil. The serious concerning about clear career path, which is very
difficult of Japanese company to offer, is seen in China, Indonesia and Brazil. And career opportunities in Japanese
firms, which are losing international competitiveness, is not attractive for the status seeking workers in China and
United States.

Table. 12. Highly evaluated job attitude in regard with promotion for Job-Retainer

Table. 13. Highly evaluated job attitude in regard with salary for Job-Retainer

Social incentive system for Job-Changer in each country
We illustrated the relations between evaluation and attitudes toward job for the Job-Changers regarding to promotion
in table 14, regarding to salary level in table 15, and regarding to the rise of salary when they changed job in Table
16.

First, we have statistically verified social incentive system regarding to promotion in Japan, China and Germany.
Attitude for seeking status is affirmatively rewarded in Germany. The need for Clear career path is evaluated in
China. Contrary, the putting priority on good personal relation leads negative estimation to job-changers in Japan.

Second, the existence of salary level incentive to certain attitudes is confirmed in Japan, China, Indonesia, United
States and Brazil. The serious concerning about good personal relation is affirmatively rewarded only in Indonesia,
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but negatively rewarded in Japan and United States. The attitude of putting priority on work location lead good
reward in China. The need for faire evaluation is evaluated in Japan.

Finally, we have statistically confirmed the social incentive system regarding to the increase of job-changers salary
when changing work in South Korea, China, Indonesia, United States and Brazil. The attitude to seeking good reward
is positively evaluated in South Korea and China. The need for clear career path is affirmatively valued in China,
Indonesia, United States and Brazil. On the other hand, the attitude for seeking status in US and need for appropriate
work hour and holydays in Indonesia are less rewarded.

We noticed the difficulty for Japanese company to attract job-changers in South Korea, China, Indonesia, United
States and Brazil. We found that the attitudes to seek good reward or the need for clearer career path by changing job
are well rewarded in those areas. Those incentive systems have inconsistency with that of Japanese companies’
homeland office.

Table. 14. Highly evaluated job attitude in regard with salary for Job-Changer

Table. 15. Highly evaluated job attitude in regard with salary for Job-Changer

Table. 16. Highly evaluated job attitude in regard with salary increase when changed job
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5. Conclusions

We have investigated the reason why Japanese companies luck the ability to utilize external human resources. As I
mentioned as hypotheses, the co-evolution between socially accumulated human asset and dominant organizational
architecture in each economic cluster could be the cause of this.

Firstly, we confirmed the Japanese market of experienced labor is imperfect on chapter 3. Regarding to the contract
term and work time length, job-changers’ positions are usually weaker than job-retainers’ one in Japan. Also, the
average salary level of job-changers is lower than that of job-retainers. These facts might testify 1st hypothesis.

Secondly, we verified that different type of human asset is accumulated in each economic cluster based on difference
between labor market structure on the former half of chapter 4. The top priority element of job is good personal
relation only in Japan. In contrast, the top priority element of job is good rewards. Because the performance depends
on team work level for “context-oriented human asset” [12] [19] [20], the top priority on good personal relation
might indicate social accumulation of “context-oriented human asset” in Japan. Because the job description of
“individual human asset” might be highly defined and the performance of them could be easily evaluated
independently, the top priority on good rewards would indicate social accumulation of “individual human asset”.
Thus, we could conclude that 2nd hypothesis is verified. Though, we have to emphasize the findings are not so
simple. More workers of Japan, Germany and Brazil put priority on good personal relation than the other workers of
countries. We need further investigation to find the causes of simultaneous emphasis on both good rewards and good
personal relation.

Finally, we certified the existence of social incentive system to enhance the certain type human asset accumulation on
later part of chapter 4. Regarding to job-retainers, the need for clear career path is positively rewards in China,
Indonesia and Brazil, but the priority on good personal relation is negatively evaluated in South Korea and Brazil.
Regarding to job-changer, we found that the attitudes to seek good reward or the need for clearer career path are well
rewarded in South Korea, China, Indonesia, United States and Brazil. These findings indicate the existence of
incentive system to accumulate “individual human asset” in foreign countries except Germany, especially for
job-changers. Thus, we could judge the 3rd hypothesis is certified partly. We couldn’t find clear incentive system to
enhance the accumulation of Germany half individual and half context-oriented human asset. This might be caused
by the existence of special regulation of labor market a and organizational governance system in Germany [21].

Here, we could lead this conclusion. We confirmed the accumulation of “individual human asset” and the affirmative
evaluation for attitude seeking job opportunities are seen in South Korea, China, Indonesia, United States and Brazil.
Those two combined to prevent almost of all Japanese companies from providing attractive job opportunities for
workers of the 5 countries, because the combination is inconsistent with Japanese homeland combination of
“context-oriented human asset” and seniority based rewards.

5.1. Implications and Limitations

All Japanese company couldn't offer attractive job opportunities to foreign workers by integrating human resource
management globally, or not? Serval possibilities are mentioned in the literatures [17] [20]. According the literature, I
could list three possibilities. First, I could mention the fact that H-System company cluster has emerged in both
industries of ICT and retail, because liquidity of labor force of younger generation is getting higher in Japan. Second,
Japanese company could evolve to RE mode, which is operated in project base cross-function team. They could offer
attractive well defined job opportunity. But to execute this change they should decentralize the HR management but
centralize the HR management regulation. Third, one country could have serval organizational architecture by
dividing the economy system into two or more clusters like United States. We can see H-mode and SV-mode
simultaneously in United States now. These possibilities could not be realized by single company, government policy
change would be needed too.
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The further modeling and investigation should be necessary to establish more practical policy development as I
mentioned. Discussing this research question in two type human asset is too simplified. We should characterize
G-mode human asset at least.
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