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There are two dominant perspectives (namely, the cultural and economic perspectives) 

that are used to explain aspects of the Japanese employment system such as lifetime 

employment and the seniority principle. Cultural explanations (e.g., Abegglen; Nakane) 

tend to rely on Confucianism and familism to explain the Japanese employment system. 

On the other hand, the theory of the internal labor market is one of the popular theories 

used to explain the system, shedding light on firm-specific skills (e.g., Aoki; Koike). By 

using both cultural and economic perspectives, I examine workers’ careers in Japanese 

corporations and then compare the effects of each set of influences on the careers. In 

addition, I perform multi-level analysis (at the national, organizational field, and 

individual organizational characteristic levels) because individual workers tend to be 

exposed to multiple institutions although culturalists simply assume that individuals 

belong to national institutions (e.g., Confucianism) of which the unique employment 

system is a natural outgrowth. By using the Working Person Survey (2008), I perform 
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logistic, ordinal logistic and OLS regressions. Some of my results show that having 

general skills has significant favorable effects on the workers’ careers and that having 

firm-specific skills is found to have negative effects on income and on being a regular 

worker. These results are inconsistent with the past literature and show that the Japanese 

corporation attaches importance to general skills. Although general skills have positive 

effects on careers, the workers’ age still has a relatively large positive effect on them.      
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Chapter 1 

Introduction 

1.1 Introduction  

Many scholars argue that lifetime employment and the seniority principle are 

important features characterizing the Japanese employment system. However, the 

recognition of both practices by academia varies according to the times being considered. 

In the 1950s and 1960s lifetime employment and the seniority system were simply 

viewed as “cultural anomalies” (Lincoln and Gerlach 2004:2). During the period of 

Japan’s economic prosperity (especially between the mid-1970s and the late-1980s), 

these employment practices started to be celebrated as the important factor contributing 

to the success. Since then, explaining the Japanese employment system has become a key 

issue in the dialogue between sociologists and labor economists. During the 1950s and 

1960s, cultural explanations (e.g., Abegglen, Lebra, Hofstede, Brow, and Nakane) 

dominated the field of research. For example, some scholars (e.g., Abegglen and Nakane) 

were emphasizing that the employment practices were a natural outgrowth of Japanese 

traditional culture.  

On the other hand, economists have also been struggling to find a universal 

explanation: “Western theorists have…been under considerable pressure to find the 

economic and administrative rationality in practices once disparaged as feudal and 

paternalistic” (294). Under such a state of affairs, the theory of an internal labor market 
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came to be viewed as an “emergent form in the evolution of work organization and labor 

control” (Lincoln and McBride 1991:294). Moreover, this theory shifted the perspective 

of the Japanese employment system from “nonrational anachronisms” to “cutting-edge 

development” (294).  

Since then, the theory has started to gain considerable attention. For example, 

Japanese economists (e.g., Koike, Aoki, and Taira) have argued that employees 

developed firm-specific skills in the internal labor market and then, provided the skills to 

the firms. In return, the firms offered lifetime employment. In the internal labor market, it 

is very hard to meter firm-specific skills in order to determine compensation because they 

emphasize the development of firm-specific skills thorough on-the-job training (OJT) and 

job rotation. Therefore, seniority disciplines have been used to determine wages and 

promotions. Moreover, in order to motivate workers to commit themselves to their 

corporations for a longer time (lifetime employment), workers can receive various 

retirement benefits (e.g., Williamson 1985). 

Although the theory of the internal labor market became popular in terms of 

explaining the Japanese employment system, Baron (1988:492) argues that the economic 

accounts pay little attention to social relations in the Japanese employment system and 

criticizes the economic accounts as follows: 

…these models [economic models] focus disproportionately on formal properties 

of organizations and employment systems, positing efficiency rationales that 

justify some particular organizational arrangement (Baron 1998:493).   



3 

 

Baron (1988:494) underscores informal organizations to examine the employment 

system: 

And just as the behavior of individual workers is shaped by norms and behaviors 

that prevail among co-workers, so too is the behavior of organizations shaped by 

norms and actions among their ‘reference groups.’…the employment system 

adopted by an organization has much broader significance than is apparent from 

its formal properties… 

More specifically, he points to the flaws in the theory of the internal labor market. For 

example, the theory assumes that providing various incentive features such as retirement 

benefits prevents workers from changing employers. However, he argues that merely 

providing an extrinsic reward cannot prevent the workers from changing a job and this 

theory is based on the assumption that individuals are atomized. Instead, Baron (1988) 

also sheds light on the role of the institutional environment that Japanese corporations 

face. Specifically, he depicts the environment as consisting of “more extensive networks 

of personal and interorganizational ties, including employer associations, links with 

government agencies, intercompany alliances ….” (Baron 1988:513). In this environment 

Japanese corporations share similar organizational structures such as the employment 

system. Similarly, Lincoln and McBride (1987:303-304) argue that institutional factors 

rather than technology have played a critical role in changing the organizational structure 

in Japan: “…technology may be a weaker determinant of factory organization in Japan 

because the institutional environment in that country [Japan] exerts a greater influence on 

organizing modes than in the culturally heterogeneous and politically decentralized 

United States.” 
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In addition, economists tend to neglect “equity” and “fairness” among 

organization members. For example, Baron (1988:492) argues that economists pay less 

attention to “such factors as workplace ‘atmosphere,’ equity, …” Rees (1992:243) also 

argues that economists do not account for the role of “fairness” in determining wages: 

“The neoclassical theory of wage determination, which I taught for 30 years and have 

tried to explain in my textbook…has nothing to say about fairness.” In other words, 

making comparisons with other workers’ wages plays the dominant role in determining 

the wage structure. As regards the seniority discipline, much of the research finds that 

both Japanese employers and employees rely on this discipline to allocate status and 

wages. In other words, as long as Japanese employees and employers follow the seniority 

discipline, they can justify the status and wages accorded to the workers. It seems that 

this is one of the reasons why the cultural/institutional perspective is important. That is, 

economic perspectives tend to neglect actors embedded in cultural/institutional contexts.  

 Thus, explaining the Japanese employment system has been a key issue in the 

dialogue between sociologists and economists. However, following the Heisei recession 

in the mid-1990s, interestingly enough, the employment practices came under heavy 

criticism as the reasons for the bad business environment. In response to the criticisms, 

many Japanese corporations attempted to abandon the former employment practices and 

adopted a performance-based payment system. This adoption of such a performance-

based payment system completely changed the traditional system. For example, instead 

of seniority, workers’ performance/skills shaped their compensation. The other 

conspicuous change in the practices was the rapid rise of non-regular employment. 
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According to the labor dualism theory, Japanese firms use non-regular workers in order 

to buffer regular workers from market uncertainties. In other words, the role of non-

regular employment seems to be a testimony to the economic explanations because the 

corporations cannot afford to unconditionally offer lifetime employment to workers who 

do not have firm-specific skills.   

These two major developments, namely, the adoption of a performance-based 

payment system and the rising number of non-regular workers forced Japanese 

corporations to change their employment system and adopt a significant alternative to 

serve as a prototype of the Japanese employment system (e.g., performance-based 

payment system). Before these changes, the Japanese employment system in the 

manufacturing industry was viewed as a “prototype” of the employment system. Many 

scholars could accept the institutional account: “institutional environments” force 

Japanese corporations to adopt similar forms. However, how can we explain the diversity 

of organizational practices in Japan that emerged after the Heisei Recession? It seems 

that the institutional approach falls into too “oversocialized” accounts. In addition to the 

two major developments, corporations in some industries (relatively new industries) have 

adopted a significant alternative to the traditional system (Sako 2007). For example, 

information technology companies, venture capital funds and IPOs (initial public 

offerings) in Japan have opted for non-standard forms of employment as an alternative to 

lifetime employment. Moreover, Japan’s economy has been shifting away from 

manufacturing to the services industry (e.g., Matsuzaka and Lincoln and Nakata). 
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Matsuzaka (2000) argues that the corporations in the services industry have adopted a 

significant alternative to the prototype of the Japanese employment system. 

 In order to explain such diverse patterns of employment, I would like to use the 

concept of “institutional pluralism” (Kraaz & Block 2008). Kraaz and Block (2008: 243) 

define institutional pluralism as “the situation faced by an organization that operates 

within multiple institutional spheres.” Kraaz and Block (2008:243) describe the 

organizations exposed to multiple institutions: 

If institutions are broadly understood as ‘the rules of the game’ that direct and 

circumscribe organizational behavior, then the organization confronting 

institutional pluralism plays in two or more games at the same time. Such an 

organization is subject to multiple regulatory regimes, embedded within multiple 

normative orders, and/or constituted by more than one cultural logic. 

Japanese corporations are exposed to heterogeneous institutional environments that force 

multiple identities and make different demands. In other words, we cannot explain 

Japanese corporations/business practices in a simplistic way. The state of affairs has 

become more complicated. In reality, Japanese corporations embrace multiple identities 

and face multiple institutional environments. In this paper, I would like to use three 

institutions which constitute the heterogeneous environments, namely, national 

institutions, industries, occupations, and organizations, as cultural factors. 

The purpose of this paper is to compare the effects of each cultural factor with 

those of the economic factors on the individual workers’ careers by using the Working 

Person Survey (2008). It should be noted that this study is based on a cross-sectional 

analysis. A few cross-sectional studies (e.g., Sullivan and Peterson 1991) have already 
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been conducted to compare the effects of cultural, economic, and political factors on 

lifetime employment. However, this study reflects recent conspicuous changes in the 

Japanese employment system. Specifically, I would like to take into serious consideration 

non-regular workers. Non-regular workers have been marginalized in Japanese economic 

organization studies (Keizer 2008). In fact, organization studies in the United States have 

also marginalized non-regular workers, and therefore employees in most organization 

theories are assumed to be in regular employment (Kalleberg 2001 and Broschak, Davis-

Blake, and Block 2008). However, in this paper, I would like to shed light on non-regular 

workers.  

1.2 Development of the Japanese Employment System 

Many scholars (e.g., Cole 1979, Keizer 2005 and Kusuda 2004) agree that 

employment practices are the product of labor conflicts between employers and 

employees. Therefore, in this section, I would like to review the history of Japanese 

employment practices by using political explanations because political explanations rely 

on historical processes, institutional arrangements, and the power of a managerial class as 

determinants of the Japanese employment system rather than cultural values and 

economic factors (Gordon 1985, Moore 1983, and Gilson and Roe 1999). Gilson and Roe 

(1999:540) argue that labor conflicts contributed to the lifetime employment of Japanese 

corporations:  

Lifetime employment originated more in postwar conservative political efforts to 

stymie a broad-scale labor coalition or in management’s efforts to stymie factory-

level unions than in the economics of human capital development.  
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Political explanations highlight the labor conflicts to explain the reasons why Japanese 

corporations have a lifetime employment and seniority system. Gordon (1985) argues that 

Japanese workers moved to their workplaces very often after World War I. In fact, the 

yearly turnover rate was about 75 percent in this era. Gordon (1985:518) describes the 

workers in this era:  

So long as economic conditions made job-switching easy, and experienced 

workers saw movement as the best way to advance in skill, wage penalizing 

skilled job switchers would be self-defeating: they would not attract the best 

workers. Skill rather than seniority, therefore, had to remain a fundamental 

determinant of a worker’s income in this era, despite varied efforts to change 

matters. This, in turn, encouraged or allowed mobile workers to continue moving. 

Therefore, Japanese corporations attempted to reduce their turnover rates by offering 

wage and seniority policies (e.g., year-end bonuses, seniority bonuses, and annual pay 

increases), which became familiar Japanese management practices after the Second 

World War. Following World War II, the Japanese economy was seriously devastated. 

During the chaos, Japanese corporations “turned to mass dismissals. Millions lost their 

jobs” (Gordon 1985). At that time, Japan also suffered from a critical shortage of food. 

Therefore, Japanese workers shared a “fear of starvation.” Losing a job during this time 

was a life-or-death matter. In addition, the Japanese government did not have an effective 

public-welfare system. Gordon (1985:363) describes: “in 1945 or 46, the threat of 

unemployment was literally a threat to survival.” 

The US occupation administration urged the Japanese government to enact the 

Trade Union Law of 1945 in order to bring democracy to Japan. Employees were 

guaranteed the right to form unions and strike under the law.  As I mentioned above, 
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losing jobs was a matter of life and death. In order to secure their jobs, Japanese workers 

formed unions and took strike action. The number of union members dramatically 

increased after the Law was enacted (from 381,000 before 1945 to 5,000,000 in 1946). 

Strikes posed a tremendous threat to managers. Besides halting production, the workers 

sometimes kicked out managers. Then, they controlled and ran the factories without 

managers. Gordon (1985) reports that Japanese managers faced 255 takeover strikes in 

1946.  

The occupational administration started to be concerned about such a radical 

development of labor activities because the US government had implemented a new anti-

communist Cold War strategy. In fact, Japan came to play a critical role as a capitalist 

bulwark against communism in East Asia (Moore 1983). Therefore, the administration 

abandoned the labor policy of 1945 and attempted to favor the management side to 

reassert control. As a result, the administration urged the Japanese Parliament to ban all 

public sector employees from striking.  

Business leaders received such support from the administration and the Japanese 

government and offered lifetime employment and wages tied to seniority in order to take 

the power to negotiate away from the unions (Sullivan and Peterson 1991, Shirai 1983, 

and Hanami 1979). Gilson and Roe (1999) state: 

A plausible political strategy for managers or conservative politicians would have 

been to split a labor coalition by privileging one influential segment of labor 

through lifetime employment, in return for reducing the size of the labor force and 

increasing management control over the rest of production (1999:522).  
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Similarly, Van Wolferen (1989) argues that offering lifetime employment and payment 

based on seniority was in order to increase managerial power by using cultural images of 

lifetime employment seniority payments in order to conceal the reality of power 

(familistic rhetoric).  

1.3 What is the Traditional Japanese Employment System?  

Abegglen (1973 and 2006) refers to the three distinguishing pillars of the 

Japanese management system: lifetime employment, the seniority system, and enterprise 

unionism. Regarding the first pillar, lifetime employment, Japanese law does not force 

Japanese corporations to uphold lifetime employment. Instead, the practice of lifetime 

employment is based on social norms between employees and employers. According to 

Lincoln and McBride (1987:291), lifetime employment is not a “contractual state, but a 

pervasive norm affecting the treatment of regular employees in Japan.” In the practice of 

lifetime employment, Japanese workers are expected to continue working for the same 

corporation based on the mandatory retirement age. Therefore, Abegglen (2006) views 

lifetime employment as “the social contract between firm and employee, a commitment 

to work as a community to achieve economic security for all members of the workforce” 

(73). Similarly, Hattori (2011:157) contends that lifetime employment is based on 

psychological/relational contracts in which “long-term employment security is[are] 

preserved through unwritten contracts.” In other words, if either employers or employees 

do not share the norm, the practice of lifetime employment cannot exist. In addition, it 
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should be noted that lifetime employment is applied only to regular and male workers. 

Temporary/part-time and female workers do not have such employment.  

The practice of lifetime employment has several features. First, Japanese 

corporations are generally less interested in mid-career hiring. Instead, the corporations 

focus exclusively on new graduates (e.g., Abegglen and Dore). In other words, they are 

not expecting new recruits to have skills and working experience in hiring processes. 

Instead, they pay much more attention to new graduates’ education (e.g., degree and 

school). After they hire the new recruits, corporations train them at the beginning of their 

careers. Second, as a result of lifetime employment, Japanese corporations consider the 

employees’ welfare very seriously (e.g., Dore). The corporations become involved in 

their employees’ personal and social life such as weddings and funerals. For example, 

senior colleagues (e.g., supervisors and the boss) in the workplace tend to act as 

matchmakers for their subordinates’ marriages. In other words, the workplace functions 

as a community or family (e.g., Dore).     

The seniority principle is the second pillar. Wages and promotions are based on 

“age” in Japanese corporations. According to Dore (1976), by using the seniority 

principle, Japanese corporations create an integrated and egalitarian organization because 

Confucianism in which older people should be respected is deeply rooted in Japanese 

society. As a result, senior workers are more likely to transfer their skills to younger 

workers instead of competing with each other in the workplace. In addition, the 

corporations provide Japanese workers with a strong incentive to work for the same 
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corporations because their wage increases annually and they are promoted as they get 

older. Accordingly, this principle prevents Japanese workers from changing employers 

because seniority is one of the most important factors determining wages and promotion.  

 Lastly, enterprise unionism is the third pillar of the system. An enterprise union 

includes all lifetime workers regardless of their job categories in a Japanese corporation. 

In Japan craft or industry unions do not exist (Abegglen 2006). Therefore, Japanese 

workers identify themselves with the company in which they work rather than with their 

skill categories. Abegglen (2006) points to the fact that enterprise unionism has a great 

advantage in negotiations with employers because management cannot set one group 

against another in the process of bargaining.  

 Thus, the traditional Japanese employment system consists of the three pillars: 

lifetime employment, the seniority principle, and enterprise unionism. However, in the 

early 1990s, Japanese corporations started to move away from this traditional system. In 

the following section I would like to explain why the corporations could not uphold the 

traditional employment system.  

1.4 Why Did the Corporations Change the Old System?  

There are five main causes of the changes in the Japanese employment system in 

the early 1990s: (1) Economic crises in the 1990s, (2) Deregulation, (3) Decline in Value 

of Firm-specific Skills, (4) Globalization, and (5) Aging Workforce. It should be noted 

that each of the five causes correspond to the rise in non-regular employment.  
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First, it is obvious that Japanese firms could no longer afford to offer lifetime 

employment to all employees because of the Heisei Recession. Many scholars (e.g., 

Matsuzaka 2002; Keizer 2005) argue that high sustained economic growth is an essential 

condition for the success of traditional Japanese employment practices.  

However, I would like to discuss in more detail why the crisis made many 

Japanese organizations in concert decide to end the Japanese employment system by 

using institutional theories: Oliver’s theory of deinstitutionalization (1992) and 

Ahmadjian and Robinson’s concept of “safety in numbers” (2001). It should be noted that 

the critical difference between the theory of deinstitutionalization and the concept of 

“safety in numbers” is the different level of analysis. Specifically, Oliver focuses on how 

to deinstitutionalize organizational practices within an organization. On the other hand, 

Ahamadjian and Robinson (2001) highlight the safety-in-numbers effect in that the 

Japanese corporations ended the Japanese employment system in Japan’s business 

community as a whole, because if many corporations abandoned the Japanese 

employment system in concert, they could avoid public criticism.   

In the theory of deinstitutionalization, Oliver (1992) defines political pressures as 

“mounting performance problems or crises” (570). Such crises are triggerred to erode 

existing institutionalized practices and cause internal political dissensions and 

subsequently deinstitutionalize organizational practices. However, it should be noted that 

the theory of deinstitutionalization focuses on “an individual organization.” In other 

words, this theory does not explain organizational behaviors at a more macro level.  
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By using the theory of deinstitutionalization, Ahmadjian and Robinson (2001) 

argue that during the economic crisis of the 1990s Japanese firms deinstitutionalized the 

Japanese lifetime employment in Japan’s business community as a whole. Specifically, 

Ahmadjian and Robinson (2001) take into consideration the safety-in-numbers effect to 

explain the demise of the lifetime employment system:  

[F]irms waited until others went first to avoid criticism for deviant 

behavior[downsizing]. The more other firms downsized, the less likely any firm 

was to be singled out for criticism, the less visible its downsizing would be, and 

the better it could argue that “everyone else is doing it” to legitimate its behavior 

to important constituencies (2001:646).  

 In the previous section, I discussed the economic advantages of non-regular 

employment. Unfortunately, there is no research on how non-regular employment 

became institutionalized.  

In institutional environments, powerful actors such as the state, national business 

associations and large corporations have the power to create institutional arrangements 

(Mayer and Rowan 1991 and DiMaggio and Powell 1991). This is the second reason for 

the decline in lifetime employment that caused a rise in non-regular employment. For 

example, DiMaggio and Powell (1991: 66) describe the role of government by stating: 

“In some circumstances, organizational change is a direct response to government 

mandate: manufacturers adopt new pollution control technologies to conform to 

environmental regulations;…” In the case of Japan, the Japanese government had the 

power to create the institutional arrangements to legitimize non-regular employment. 

That is, the government relaxed the worker dispatching regulations in 1994, 1996, and 
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1999. Specifically, the 1999 Revision of the Worker Dispatching Law generally 

liberalized worker dispatching by lifting the general prohibition (Araki 2002). In other 

words, through this revision, dispatch work could replace and erode regular employment. 

It should be noted that these revisions of the law were due to the response to globalization 

and the increased competition (I will discuss this in more detail later).  

Moreover, Nikkeiren, the Japanese Federation of Employers’ Associations, also 

has the influential power to create a framework in the institutional environment. In 

“Japanese Management for a New Era” (1995), Nikkeiren, the Japanese Employers’ 

Association, advocated a “multi-track personnel system” (1995). Specifically, in the 

paper, Nikkeiren proposed that employees choose one of the following three careers: 1) 

Conventional career, 2) Specialist career, and 3) Flexible career. In the conventional 

career, employees are expected to work for their lifetime and their compensation is based 

on the seniority principle. In other words, their career approach follows Japanese 

prototype employment practices. Workers who choose a specialist career will change 

their jobs to build their own careers and will thus have a contract with a fixed term. 

Lastly, a flexible career offers a fixed-term contract and hourly pay. Moreover, workers 

who opt for this type of career do not have retirement benefits or a corporate pension. 

Although Nikkeiren use the term, “flexible career,” some scholars (e.g., Keizer 2008 and 

Debroux 2003) point out that the flexible career workers substantially correspond to 

peripheral workers and argue that Nikkeiren advocated the adoption of non-regular 

workers. 
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The third reason is the decline in firm-specific skills among Japanese corporations. 

There are the two reasons for the decline in the importance of firm-specific skills in 

Japanese corporations: (1) uncertainty regarding firm-specific skills and (2) the shift from 

manufacturing to service industries. First, some scholars argue that a change in dominant 

technologies reduced the importance of firm-specific skills (e.g., Matsuzaka 2002 and 

Keizer 2010). Keizer (2010) maintains, “firm specific skills had become a rather 

uncertain asset as they hinder the ability to react to discontinuities” (2010:48). 

Specifically, with the rapid advancement of technology, Japanese firms have difficulty 

justifying the wage levels of old workers with highly firm-specific skills that the firms 

invested in them during their youth (Whittaker 1990). In other words, there was no reason 

for the corporations to offer longtime employment. Instead, corporations started to think 

of the advantages of non-regular workers (Keizer 2005).  

Second, the shift from manufacturing to service industries has also reduced the 

importance of firm-specific skills (Matsuzaka 2002 and Keizer 2010). Lincoln and 

Nakata (1997) characterize employment relations in the services industry: “Work 

organization is less team based in such settings, and individual performance is more 

easily assessed” (37). Therefore, occupational skills became more important than firm 

specific skills: “[O]ccupational skills are valued over firm-specific skills, so that broad 

job experience rather than loyalty to one employer drives wages and promotions” 

(Lincoln and Nakata 1997:37). Keizer (2010) argues that especially in service industries 

(e.g., retail) a substantial portion of workers are non-regular workers.  
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As for the fourth reason, globalization also plays a critical role in changing the 

lifetime employment and results in non-regular employment. To compete with China and 

South East Asian countries, Japanese corporations have to reduce their labor costs. 

Therefore, the corporations cannot offer long-time employment to workers. Instead, they 

prefer to hire non-regular workers. Fourth, the rapid aging of the workforce has some 

critical implications for changing the Japanese employment system (e.g., Lincoln and 

Nakata 1997, Matsuzaka 2002, Rebick 2005, and Keizer 2010). One of the main 

implications is, as I discussed above, how to justify old workers’ wages with the 

advances in technology. In other words, Japanese firms have started to cast doubt over 

the relationship between productivity and age under the seniority system (Whittaker 

1990). Similarly, Lincoln and Nakata point out: “With an aging workforce, the permanent 

employment and seniority systems saddle firms with rising numbers of higher-paid and 

less productive workers” (1997:37).  

Another implication is that the Japanese labor law has changed due to the aging 

labor force. The mandatory retirement age of 55 years became unrealistic with the aging 

workforce. More specifically, Inagami and Whittaker point out the reason for the change 

in the law: 

This is because, for men, the basic pension portion of the public pension is being 

raised in steps from 60 to 65 between 2000 and 2013. If current retirement ages 

are not extended, or new employment opportunities found, a major ‘institutional 

gap’ will result in large-scale unemployment of men in their 60s (2005:36).  

Therefore, the government introduced the Employment Security Act for Older People in 

order that older workers could work longer in 1986. In another revision in 2004 
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(implemented in 2006), “employers must secure jobs for all those who wanted jobs when 

reaching their retirement age, up to age 65” (Yamashita 2007:74). Japanese corporations 

created a new type of non-regular employment for old workers who had already retired, 

or shokutaku.  

Thus, in this section, I explain the reasons why Japanese corporations could not 

sustain the old system. In the following section, I would like to explain the alternative to 

the old system.  

1.5 What Are the New Changes in the Japanese Employment System?  

Keizer (2009) points to the two major developments in the employment system: 

the adoption of a performance-based payment system and the rise of non-regular workers. 

First, by adopting a performance-based payment system, Japanese corporations focus on 

their employees’ performance rather than their age/length of service to determine their 

wages and speed of promotion. In fact, according to JILPT (2005), 57.8% of Japanese 

firms introduced a performance-based system and 74.0% of relatively large firms (with 

more than 1,000 regular workers) adopted the system. The implications are tremendous 

because Japanese corporations started to use “immediate job performance” to determine 

the wage instead of seniority (Keizer 2009:1524).  

Due to the abstract term Seika Shugi Chingin Taikei (performance-based payment 

system), the Japan Productivity Center for Socio-Economic Development (JPCD) (2004) 

has clarified six main elements of the performance-based payment system by conducting 

a survey on the Japanese personnel system. The Japanese press has also tended to 
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consider a performance-based payment system as long as a company adopts either one of 

these six elements. First, the annual salary payment is based on performance. Second, in 

the past, Japanese companies provided a variety of fringe benefits such as a family 

allowance and housing allowance in the seniority-based system. However, in the 

performance-based system, these allowances were abolished or curtailed. Third, under 

the performance-based system, the bonus is paid on the basis of performance. Fourth, in 

the performance-based system Japanese companies adopt Management By Objects 

(MBO) to evaluate the performance of employees. Fifth, annual salary increases are 

abolished. Under the performance-based system, payments can be reduced on the basis of 

performance. In addition, employees in the performance-based system have the 

possibility of being demoted if their performance is bad. Lastly, annual salary systems are 

considered to be part of the performance-based system.  

Thus, clearly, the performance-based payment system does not include any 

elements of the seniority-based system. For example, in the internal labor market, the 

wage increases as workers get older. However, in the performance-based payment system, 

this annual increment in the wage is completely abolished. In addition, fringe benefits 

such as a family allowance and a housing allowance are characterized as being part of the 

Japanese welfare corporatism compensation system (Dore 1973). On the other hand, 

under the performance-based payment system, workers can no longer receive these fringe 

benefits. The bottom line of this change is that immediate job performance/job 

content/general skills determines the workers’ wage instead of seniority.  
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Second, in the last 20 years, one of the most noticeable changes in the Japanese 

employment system is the rapid increase in non-regular workers (Keizer 2008). Figure 1 

shows the increase in non-regular workers. It should be noted that the trend had already 

started in the 1970s (Gordon 1985). However, the increase in non-regular workers 

became conspicuous in the 1990s.  

According to Broschak, Davis-Blake, and Block (2008), existing organizational 

theories tend to have excluded the study of non-regular workers in the processes of 

theoretical development: “Most theories of organizational behavior were developed from 

studies of standard workers who tended to have strong, direct connections to their 

employing organizations” (4). Similarly, existing research on Japanese employment 

practices has paid exclusive attention to regular workers in the internal labor market in 

the typical Japanese firms (mostly manufacturing corporations), thereby marginalizing 

the study of non-regular workers (Keizer 2010). However, recent studies (e.g., Keizer 

2008, Rebick 2005 and Houseman and Osawa 2003) shed light on non-regular workers as 

non-regular workers as the rise in non-regular employment became more prominent in 

the 1990s.  
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Figure 1: The Rise of Non-regular Workers 

Source: Ministry of Internal Affairs and Communications 2009 

 

The internal labor market provides long-term employment under which 

employees can develop firm-specific skills through job rotations and OJT. This model 

has been viewed as a major factor behind Japan’s economic success (Aoki 1988; Koike 

1994). However, Keizer (2005 and 2008) argues that the rise of non-regular workers is 

the manifestation of the decline of the internal labor markets. Table 1 shows the reasons 

for hiring non-regular employees. The most prevalent reason is the “need to control labor 

costs.” This evidence implies that Japanese firms cannot afford to offer lifetime 

employment to “all workers” especially during times of recession. In other words, Keizer 

(2008) concludes that the advantages brought about by the Japanese internal labor market 

disappeared without sustained economic growth.  



22 

 

Many researchers (e.g., Koike 1995; Lincoln and Nakatani; Lincoln and McBride; 

Gerlach) argue that Japanese firms used non-regular workers to buffer regular workers 

from market uncertainties. Cheng and Kalleberg (1996) describe the Japanese dual labor 

market as follows: “The concept of a dual labor market consisting of “primary” versus 

“secondary” segments describes the differential employment conditions that workers face 

in large versus small firms” (1237). Keizer (2008) classifies three types of dualism in 

labor markets: 1) between different sectors in the labor market, 2) between large and 

small firms, and 3) between modern and traditional sectors of the economy (410). 

Dualism in the labor market is “at root connected to the variability and uncertainty of 

modern, industrial economies” (Berger and Piore 1980:23).  

 
  Table 1: Reasons for Hiring Non-regular Workers 1999 (1996 in parentheses)    

  
Part-time 

Jobs 

Other Part-

time Jobs 

Agency 

Workers 

Reduce labor costs 61.5 (52.3)  59.1 40.3 (35.9)  

Require additional personnel 36.2 (34.4)  21.9 8.1 (15.7)  

Need to adjust hiring practices due to changes in business 

conditions 26.9 (20.7)   24.8 (18.6)  26.2 

Require more workers due to extended business hours 23.9 (19.7)  17.3 (3.1)  6 

Need to meet temporary or seasonal demand 19.1 (15.8)    18.2 (12.1)  22.8 

Allow regular workers to specialize in important work 14.6 12.2 14.2 

Require persons capable of doing specialized work 11.5 (9.5)  11.6 23.8 (37.8)  

Require persons with experience and expertise  10.6 (6.5)  14.2 (22.9)  31 

Unable to recruit regular workers 9.3 (20.3)  10.9 (16.0)   8.5 

Desire to re-employ older workers 5.5 (5.2)  7.0 (2.0)  0.9 

Substitute regular workers on childcare or family-care 

leave 4.7 4 7.5 

Others 6.1 (7.4) 6.4 (5.7)   5.8 

Sources: Survey on the Diversification of Employment Status (Ministry of Labor 1999) 
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1.6 What Has Happened to Japanese Workers’ Careers in the New System?  

Since the early 1990s Japanese corporations have been unable to afford to sustain 

the old system anymore. Specifically, it is extremely hard for them to uphold lifetime 

employment. Therefore, some scholars contend that lifetime employment no longer exists 

(Ono 2000; Takahashi 2001). On the other hand, Kato (2001) argues that lifetime 

employment is still the enduring nature of the Japanese system. Abe (2010) argues that 

many Japanese corporations are expecting that it will be more and more difficult to 

sustain lifetime employment. It should be noted that this research focuses on the length of 

service in the practice of lifetime employment. In other words, they pay less attention to 

norm sharing between employees and employers which is essential to the practice.   

As Lincoln and McBride (1987) point out, lifetime employment is based on 

social/relational contracts between employers and employees in Japanese corporations. 

However, during the recession, some large Japanese corporations (e.g., Nissan) laid off 

their employees. In addition, early voluntary retirement became popular after the 

recession (Lincoln and Nakata 1997). That is, it seems that Japanese corporations do not 

expect their employees to stay in the same corporations anymore. The behaviors of these 

corporations clearly eroded the norm which is based on the social/relational contract 

between employees and employers (Hattori 2011). Moreover, the performance-based 

payment system has shifted from social/relational contracts toward more transactional 

contracts in the employment system.   
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Employees’ perceptions of individual career paths have also changed. Dore 

(2000:57) points to the fact that Japanese society is becoming a less homogeneous society 

and, especially, that some Japanese have become more individualized: 

An increasing number of middle-class children have had the experience of 

schooling abroad, often in countries where individualistic standing-apart from the 

mob is admired rather than seen as a sign of dangerous selfishness. Affluence 

makes possible a much wider choice of individualistic, non-organization joining 

ways of making a living, a far more varied range of lifestyles. And in the matter 

of economic behavior, the transpacific migration of MBAs and Ph.D.s already 

mentioned has succeeded in diffusing widely as principle – if not always principle 

which determines practice – the doctrines of neoclassical economics which 

elevate the basic precepts of individualism to the status of axioms. 

Thus Dore (2000) observes that Japanese society is shifting toward more individualism. It 

seems that young Japanese workers have also become more individualistic. In fact, a high 

turnover rate among young Japanese workers has become a problem. According to Jo 

(2006), one third of university graduates quit their first employer within the first three 

years. Jo (2006) admits that external markets have become mature in Japan. However, he 

points to the mismatch between the young workers and their corporations. In other words, 

the young workers expect to do what they are interested in before they start work. 

However, in reality, they have to do boring routine work for the first several years. 

Therefore, the young workers tend to feel a “mismatch” in their workplace. Moreover, 

the rise of non-regular workers since the early 1990s especially among young workers 

has changed their perception to build their own career.  

In the practice of the lifetime employment system, Japanese corporations tend to 

focus exclusively on the hiring of new graduates. However, since the recession, Japanese 
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corporations have started to implement mid-career hiring. According to Abe (2010), the 

mid-career hiring has become more standard among Japanese corporations. In particular, 

by using a performance-based payment system, Japanese corporations have attempted to 

hire capable employees from other corporations. In other words, capable individuals can 

build their own careers by changing employers in the new employment system. In 

addition, the delay in promotion was one of the main features of Japanese employment 

system (e.g., Dore, Lincoln, and Kalleberg) because promotion based on the seniority 

principle was a very useful means of motivating workers so that they would stay with the 

same employers for a long time (Abe and Hoshi 2007). However, by adopting a 

performance-based payment system, the Japanese employment system started to shift in 

importance from the “long-term character of development and assessment of skills” to 

“the short-term focus of performance-related pay” (Keizer 2009:1526). That is, capable 

workers can be promoted more rapidly than others. In fact, many Japanese corporations 

adopted the late promotion accompanied by seniority discipline. 61.6 % of Japanese 

corporations are planning to offer different career tracks to their workers (Sanwa 

Research Institute 2000). 
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Chapter 2  

Theoretical Literature Review 

2.1 Cultural Model 

There is much in the literature on how Japanese management practices have taken 

root in a set of important Japanese cultural values. Especially in the 1960s and 1970s, 

observers of Japanese business organizations tended to view Japanese practices and 

management as “anomalies” (Lincoln and Gerlach 2004:1). Numerous scholars specified 

these cultural values as “harmony,” “trust,” “paternalism,” and “familialism” in the 

workplace. More specifically, these culturalists view the Japanese firm as a 

“community,” “village,” and “family.” Gerlach (1992:103) describes the cohesion of the 

community by using the sayings: “Blood is thicker than water” and “The group that eats 

from the same pot.” Therefore, hopping from one firm to another is not common for 

Japanese and not socially acceptable from the culturalists’ point of view.   

As an early observer, Abegglen (1958:29) started to argue that Japanese 

management practices (e.g., lifetime employment and the seniority system) were a natural 

outgrowth of these cultural values: 

If a single conclusion were to be drawn from this study it would be that the 

development of industrial Japan has taken place with much less change from the 

kinds of social organization and social relations of preindustrial or nonindustrial 

Japan than would be expected from the Western model of the growth of an 

industrial society (1958:129).  
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 Abegglen (1958) describes Japanese management by comparing it with the 

Western counterpart. By characterizing the Western employment practices as “individual 

incentive programs” and “a system of rewards in which individual competence and 

energy will be recompensed,” Abegglen describes Japanese management as collectivism-

oriented management:  

Individual responsibility is avoided, incentive systems have little relationship to 

individual output but, rather, depend on group success, and the motivating of 

energies appears to depend on the individuals’ loyalty and identification with the 

group and with his superior (1958:140). 

Following Abegglen’s argument, Nakane (1970) goes further to specify Japanese social 

organizations by using the concept of ie. Kumagai translates ie in English: “The Chinese 

character for ie signifies people under one roof, showing the roof at the top and the 

people at the bottom of the character” (1992:181). Bhappu defines ie:  

Ie is both tangible and intangible: it represents the tangible possessions of a group 

of people and the intangible organization of a family to which these people belong. 

In other words, the ie is the material assets of the family, as well as its prestige, 

class, and ranking in society (2000:410).  

Nakane (1970) describes the concept of ie as “a social group constructed on the basis of 

an established frame of reference and often of management organizations” (5). On the 

basis of the concept of ie, Nakane argues, “employer and employee are bound as one by 

fate in conditions which produce a tie between man and man as often as the firm and as 

close as that between husband and wife” (14).  

Nakane (1970) argues that relationships (ko and on relationships) among family 

members within ie are characterized by reciprocity and obligation. Nagai and Bennett 
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(1953:242-243) argue the importance of the relations within ie: “In the Japanese system, 

both ko and on are defined specifically for given situations, and as such they become 

inviolable rules of family relationships.” In the relations within ie, achievement is 

secondary to trust. For example, in the employment system of Japanese corporations, the 

lifetime employment guarantee can be considered as on in exchange for the employees’ 

subordination, ko, to their corporation’s need (reciprocal relations). Hill (1995) argues 

that the concept of wa (harmony) is complementary to this reciprocal relation. Hamilton 

and Biggart (1988) define wa as “a state of integration, a harmonious unity of diverse 

parts of the social order.” Organizational consequences of wa play a critical role in the 

lifetime employment and seniority system in Japanese corporations: “The organizational 

consequences of wa are numerous, …the development of lifetime employment, internal 

labor markets, and seniority systems (nenko) to maintain the integrity of the group” 

(Hamilton and Biggart 1988:71).  

 Compared with Britain’s market-oriented system, Dore (1973) views the Japanese 

employment system as an organization-oriented system. Specifically, the Confucian 

world-view was modified to apply to the employment system: 

Confucianists in positions of authority…have been rather less predisposed than 

their Western Counterparts to see their subordinates as donkeys responsive to 

sticks and carrots, and more disposed to see them as human beings responsive to 

moral appeals. Japanese industrialists’ view of man (like Robert Owen’s, for that 

matter) made them believe in the efficiency of benevolence in evoking loyalty, 

and of trust in evoking responsibility. (1973:402).  

Dore describes the relations between the employees and the firms as “welfare 

corporatism,” in which the employers take on the responsibilities to guarantee the 
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livelihood of the employees by offering lifetime employment, benefit packages, and 

corporate pensions.  

Smith (1959) and Hill (1995) argue that Japanese traditional agrarian culture is 

the origin of the employment system. Smith (1950) discusses Japanese social 

organizations being characterized by collectivism as being consistent with the rural 

culture during the Edo period. Specifically, Hill (1995) pays attention to the function of 

social sanctions to create the collectivism in Japanese agricultural villages. During 

Tokugawa Japan, the social sanction played the critical role to reinforce group 

identification and to press group members toward cooperation and group conformity as 

the principle of collective responsibility. Therefore, if an individual violates social norms 

and values, not only he/she but also his/her family and even his/her village have to take 

responsibility for the violation.  

As long as an individual belongs to such a family-like organization, hopping from 

one organization to another tends to be regarded as “soiling one’s curriculum vitae” 

(Nakane 1970: 107). Moreover, Japanese are more likely to be afraid of “the loss of 

colleagues and friends” in the workplace by changing a job. Culturalists argue that, due to 

such group consciousness, Japanese workers are unlikely to change jobs.  

Dore (1973) views such group consciousness as expectations which employees 

and employers share in the employment system. The Japanese employment contract 

implicitly requires the adoption of certain attitudes on the part of both parties to sustain 

employment. Dore (1973:35) points out: 
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On the worker’s side is the expectation that he will be able to stay with his chosen 

firm, and the intention to do so, an intention which is conditioned by the fact that 

staying is the norm of Japanese occupational life and is bolstered by the 

knowledge that he has a good deal financially to gain by staying on. On the 

employer’s side is an expectation that the workers will wish to stay. This 

expectation is combined with a sense of obligation to provide work for them as 

long as they do so – an obligation conditioned by the fact that it is one normally 

assumed by Japanese employers, and sanctioned by the employer’s knowledge 

that he stands to meet tough union resistance and to lose a great deal in work 

motivation if he departs from the norm. 

Thus, the Japanese traditional employment system requires such expectations from both 

parties. Therefore, changing a job makes a Japanese person feel a sense of guilt because 

he/she violates the expectation.  

2.1.1 Age and Length of Service 

According to Dore (1973), the development of modern society is characterized by 

the erosion of ascription as a social principle. For example, in the West, the erosion of 

ascribed status tends to be regarded as an increase in equality. Similarly, in Japan, the 

traditional forms of birth-ascription have been done away with very rapidly (Dore 

2001:207). However, it should be noted, as Dore (2001) points out, that in the Confucian 

societies the principle of hierarchy  still remains even though ascription has been done 

away with: “The principles for the allocation of status have changed, but the importance 

attaching to status has been preserved” (Dore 2001:207). Specifically, Dore (2001:207) 

considers “seniority” as one of the most important principles of status allocation: “it 

rewards everyone who faithfully plays out his subordinate roles with enough dutiful 

patience.”   
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 Although Dore (2001) argues that all Confucian societies tend to have the 

seniority principle, Nakane (1973) points out the slight difference in the application of the 

principle between China and Japan. Although the Chinese always hold fast to the 

principle in which senior persons should be respected in certain circumstances, they can 

readjust the principle: “the Chinese are able to readjust the order, or work according to a 

ranking established by a different criterion, by merit, for example, if the latter suits the 

circumstances” (29). Nakane (1973:29) describes the principle in Japan: “in Japan once 

rank is established on the basis of seniority, it is applied to all circumstances and to a 

great extent controls social life and individual activity.” 

 When discussing the seniority system in Japanese corporations, many scholars do 

not make clear the differences between “age” and “length of service”. Instead, they tend 

to focus on “length of service” especially when examining compensation systems and 

skill developments.  Specifically, Dore (1973) points out the ambiguousness of the 

concept of seniority because the concept carries two meanings: “age seniority” and 

“service seniority.” “Service seniority” was based on the assumption that “years of 

loyalty deserve recognition” (Dore 1973:354). On the other hand, “age seniority” is 

justified on the basis of the following assumptions: “partly that family responsibilities 

increase with age (a welfare principle), and partly that prospects of a regular career 

progression increase satisfaction and hence commitment to the job” (Dore 1973:354). 

Although in Britain these two concepts are much more distinct, in Japan, they are 

“practically indistinguishable in the Japanese system where there is permanent 

employment with standard entry ages” (Dore 1973:354). In this paper, I would like to 
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distinguish the two concepts and then test Dore’s argument (whether the two variables, 

“Age” and “Length of Service” are correlated or not).  

2.1.2 Education 

Education is one of the most important factors to build workers’ careers all over 

the world. However, in Japan, “intellectual achievement” has a much deeper connotation 

than simply having a diploma. In this section, I would like to discuss education and how 

it builds workers’ careers in Japan. Japan had already established a solid educational 

system during the Tokugawa period before she started to industrialize. Dore (2001:199) 

points out, “these schools [during the Tokugawa period] established in Japanese culture a 

particular pedagogical tradition…” Due to this tradition, Japanese are likely to attach 

importance to education. In addition, the educational system in Japan is believed to be 

“an open, competitive one, offering equal opportunities to all,” as compared with that in 

Britain where only those from the higher social class have access to public schools (Dore 

1973:254). In other words, Japanese people tend to believe that everyone has equal 

access to higher education, while there is limited access to the institutions in Britain.  

Moreover, the British upper class culture which the higher social class learns in 

public school is the obstacle preventing the other social classes from studying in the 

schools. For example, British schools are likely to associate intellectual excellence with 

“traditional upper class culture” (e.g., “expensive life-style,” “archaic status orders,” 

“anti-industrial ruralism,” and “deprecation of seriousness”) (Dore 1987:105). By 

contrast, Japanese universities (e.g., the University of Tokyo, Waseda University, and 
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Keio University) do not have such a function to “inherit a traditional function of turning 

upper-class adolescents into upper-class gentlemen” (Dore 1987:106).  

In addition, the Japanese are likely to accept the fairness of the entrance 

examination selection system for universities (e.g., Dore, Abbeglen, and Clark) because 

Confucian tradition confers legitimacy on the system. Historically, the hereditary family 

status was one of the most important factors in providing people with a chance to obtain 

prestigious and influential positions in Japanese society (e.g., bugyo in Japan). However, 

intellectual achievement (e.g., school examinations) played a more important role in 

deciding who actually filled the positions. Therefore, in present-day Japan, it is no 

wonder that intellectual achievement has still been the most critical factor in recruitment 

for Japanese corporations.  

Moreover, both intellectual and moral excellence in the Confucian tradition are 

inextricably linked when compared with the Christian tradition:  

In Europe, schools looked after the head; the church looked after the heart. In East 

Asia the school’s competence extended to both head and heart. One Trained the 

head on a curriculum the essential core of which was the corpus of moral classics 

– Zhu Xi’s Four Books (Dore 2001:209).  

Due to this tradition, Japanese people are likely to expect intellectual persons to be of 

high moral character. The person also tries to live up to the expectation. Therefore, the 

result of the examination becomes a matter of serious concern for both the students and 

their parents. In response to their serious concern, curriculums in high schools tend to 

focus on preparing for the entrance exams: “When examinations mean so much, schools 
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have to become crammers and their teachers coaches, while the curriculum reverts to its 

origin in a race track” (Clark 1979:235). Furthermore, anxious parents tend to force their 

children to go to study in juku or cram schools.  

 By looking at “intellectual achievement” (e.g., graduating from school), Japanese 

people tend to believe that persons with higher intellectual achievement made a lot of 

“effort” rather than relying on genetic differences. For example, when a Japanese person 

meets with a student from Tokyo University, the person might consider the student to be 

a hardworking person rather than a smart person. Dore (1973) describes this kind of 

“effort” as “under the control of the will, of the centre of intentionality, the locus of the 

sense of self.” As a result, this Japanese perception creates the presumptions that students 

who entered more difficult universities should deserve “the material and prestige and 

power rewards which, by virtue of qualification label…” (Dore 1987:204).  

Nakane (1970:111) argues: “In the traditional employment system in Japan, 

which reflects the general Japanese attitude to educational qualifications, the ability of an 

individual has been translated directly and simply in terms of his educational 

qualification.” Therefore, there is a clear distinction between high school and college 

graduates in terms of the recruitment and promotion processes. Nakane (1970:111) points 

out: “By such standards, a man with only qualifications up to high-school level, whatever 

his ability and experience, cannot compete with a university graduate in obtaining 

employment or in climbing the promotion ladder.”  Similarly, Dore (1973:293) argues, 

“the education status with which he enters that enterprise enormously influences his 
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subsequent promotion chances within it.” Moreover, according to Dore (2001:48), 

intellectual achievement is the best predictor of lifetime employability: “It is the general 

opinion of personnel managers that this composite test for brains and capacity for anxious 

sweat provides the best predictor of useful lifetime employability.”  

It should be noted that Japanese firms tend to prefer new graduates from a college 

compared with persons who have a graduate degree or some certifications from technical 

schools/institutions because it is much easier for employers to socialize them and 

immerse their new graduates in their corporate objectives (Ouchi 1981). Japanese firms 

recruit first-degree graduates and then train them through OJT. In other words, employees 

are not hired for specific jobs because the Japanese firms assume that “skills not provided 

by general educational background will be provided through company training” 

(Abegglen 1973:24).  As a result, length of service is the most important factor to reward 

them. Glazer (1973:832) explains the reason why graduate education has not developed 

compared with that in the United States: 

One likely explanation for the greater development of graduate education in the 

United States is the devaluation of the first higher degree because of the large 

numbers given it. In Japan, the hierarchy of institutions is more marked, and the 

rewards of graduation from an institution higher up in the hierarchy more 

automatic. Many companies, for example, recruit only from certain institutions; 

the management track in certain governmental agencies is staffed almost entirely 

by Tokyo University graduates. As a result there is little need to develop an 

additional system for differentiation through graduate education.  

Thus, Japanese firms tend to attach less importance to workers with a graduate degree 

and certifications from technical schools/institutions. 
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 Dore (1973) examines why Japanese firms place less importance on workers who 

graduated from technical schools by using late development theory. Specifically, Dore 

(1973) argues that universities in Japan have historically played the central roles in 

disseminating information, skills and ideas while professional/vocational schools have 

more influence in Britain. In other words, university professors rather than professional 

practicing engineers are likely to take a lead in industries in Japan. Historically, before 

the first engineering course was added to the university curriculum in Britain, 

professional engineers created their own association to protect their status by testing and 

certifying the competence of those who were eager to be professionals. By contrast, late-

developing Japan did not follow the same industrialization processes: 

Modern engineering in Japan was not gradually created by practicing engineers; it 

was brought (by Scottish teachers imported to found the Tokyo University of 

Technology) as an already systematized body of knowledge to be transmitted in 

educational institutions. The apprenticeship/mid-career qualification route to 

professional status-which is only now being superseded in Britain-was never 

established in Japan. Japan jumped straight into the phase of pre-career university 

qualification which Britain is only now reluctantly (and there are very good 

reasons for reluctance) reaching (Dore 1973:47). 

 

In other words, late-developing Japan could make the best of academically-learned 

knowledge which was imported from early developers and, therefore, universities which 

had the function of promoting the diffusion of knowledge became much more important 

institutions compared with vocational/professional schools in Britain. Although the 

Japanese government developed a system of national certification for engineers, 

engineers are likely to be indifferent about national certification because Japanese 

engineers identify themselves as members of their firms rather than as engineers (Dore 
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1973:48). Similarly, the job rotation system characterized as being one of Japan’s 

business practices tends to make Japanese employers less interested in specialists. 

Therefore, a university degree is the most important of all certifications in terms of being 

promoted to managerial positions: “the degree, then, is the ticket-of-entry into managerial 

ranks” (Dore 1973:48).  

2.1.3 Industry and Occupation 

Fligstein (2001) discusses the key insight of the institutional approach as being 

that social actions take place in various arenas such as fields, domains, and sectors 

(DiMaggio 1985; Scott 1995; Fligstein 2001). Fligstein (2001:15) defines fields as 

follows:  “Fields contain collective actors who try to produce a system of domination in 

that space. To do so requires the production of a local culture that defines local social 

relations between actors.” These local cultures provide interpretive frameworks for actors 

within the field. As long as the actors follow the framework, their behaviors and actions 

are rendered meaningful to other actors in the field. In the field, incumbents are likely to 

act collectively and, therefore, can benefit from the current institutional arrangement. On 

the other hand, challengers are likely to benefit less from the arrangement. Once an 

institutional arrangement is legitimized, “the interaction in fields becomes ‘games’ where 

groups in the field who have more power use the acceptable cultural rules to reproduce 

their power” (Fligstein 2001:15). In this game, powerful organizations (e.g., large-sized 

and prestigious firms) play a critical role in creating the arrangements in the following 

two ways:  
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1. Powerful organizations force their immediate relational networks to adapt to 

their structures and relations. 

2. Powerful organizations attempt to build their goals and procedures directly 

into society as institutional rules (Meyer and Rowan 1977:348). 

 

It should be noted that Meyer and Rowan (1977) argue that the powerful organizations 

create institutional rules at the societal level. However, I would like to apply their 

argument to fields such as industry and occupation by examining firm size.  

Regarding industry, Gordon (1991) makes clear the relation between culture and 

industry. Gordon (1991:396) argues that the corporate culture is greatly influenced by the 

characteristics of industry. Therefore, companies within the same industry are likely to 

share certain cultural elements for survival.  

Although culture is unique to a company or its subunits, industries exert 

influences that cause cultures to develop within defined parameters. Thus, within 

industries, certain cultural characteristics will be widespread among organizations, 

and these most likely will be quite different from the characteristics found in other 

industries.  

Specifically, “certain cultural characteristics” imply industry-based assumptions and 

Gordon classifies the assumptions into three types: customer requirements, competitive 

environment, and societal expectations.  

 Seemingly, early scholars (e.g., Abegglen) discuss Japan’s industries’ nationally 

institutionalized employment practices (e.g., lifetime employment and the seniority 

system). However, Dore (1973) argues that the employment practices were 

institutionalized by the organizations and industries. Dore (1973) argues that the 

employment relationship in some Japanese organizations changed after Japan imported 
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foreign machinery and technology, and in foreign institutions after 1870. Dore (1973) 

examines individual characteristics by industry after Japan was industrialized. For 

example, industries in which a large number of simple unskilled workers were used (e.g., 

mining, dockwork, and construction) were likely to force workers to engage in dangerous 

jobs, Therefore, their employment was based on a fixed-term contract. In light industries 

such as the textile trade and ceramics, most workers were young unmarried girls and 

therefore their employment was based on fixed-term contracts and was hourly paid. In the 

engineering and shipbuilding trades and large-scale transport, workers had higher skills. 

Therefore, the firms offered better job security.  

 In particular, Dore (1973) pays attention to engineering industries because some 

prototype elements of the Japanese employment system were established. Specifically, 

government arsenals and shipyards played a critical role in establishing the new system 

during the Meiji period. These were the first large enterprises in Japan. It should be noted 

that firm size influenced the employment system. In particular, the government as a late 

developer could take the lead in the creation of large corporations to enable industry to 

take root throughout the Japanese economy. These large governmental arsenals and 

shipyards (e.g., the Yokosuka yard, and the steel works of Yawata) were prototypes of 

the traditional Japanese system:  

Bureaucratic proliferation of regulations, groupishness, the moralism of the total 

commitment, the permanent/temporary worker division, in-firm training, long 

service incentives, careful recruitment selection, and organization-oriented rather 

than market-oriented incremental wage scales are all there (Dore 1973:385).  
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For example, every minute facet of personal administration was regulated: “Job 

specifications and careful delimitations of authority, procedures for recruitment, 

promotion, and leave are laid down with a precision modified…” (Dore 1973:380). In 

addition, when evaluating workers, “skill” and “diligence” were the determinant factors 

for compensation. In particular, “seniority” was important because seniority was used as 

the indicator of diligence. However, Dore (1973) argues that workers in light industry 

were not associated with such employment practices.  

Contemporary Japanese industry has many diverse features. In this section, I 

would like to focus on the following four industries: the retail, manufacturing, 

information/communication, and service industries. First, the most distinct feature of the 

retail industry is that non-regular workers play central roles while non-regular workers in 

other industries tend to engage in marginal tasks (Gadrey et al. 2001). Keizer (2010) also 

points out that non-regular workers work long hours and extend their responsibilities in 

the workplace. Therefore, firms in the industry attempt to reduce the labor costs of 

regular workers by using non-regular workers. Keizer (2008) argues that the retail 

industry can provide various employment patterns. Therefore, non-regular workers play 

central roles in the retail industry: 

The employment pattern also appears to agree, at least partly, with the wishes and 

availability of various social groups. This is illustrated by the fact that specific 

social groups are concentrated in specific employment types. In particular, male 

basic income providers, housewives and students tend to work as regular, part-

time and arubaito workers respectively. 
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Second, manufacturing industry is characterized by “productive logic” (Keizer 2005). 

Productive logic refers to “the importance of typical Japanese employment practices in 

the realization of organizational flexibility and efficiency through broad, ambiguous job 

descriptions and the development of firm-specific skills” (Keizer 2005:232). In addition, 

many scholars (e.g., Lincoln, Gerlach, Dore, Aoki, Koike) examine the advantages of 

Japanese manufacturing industry (e.g., the automobile and electronics industries). For 

example, Aoki (1981) refers to the kanban system in manufacturing industry. Gerlach 

(1992) argues that “vertical keiretsu” plays a critical role in the manufacturing industry. 

The existing literature shows that the employment practices in manufacturing industry are 

most prototypical in Japan.  

Third, the information industry is relatively new. Matsuzaka (2002) discusses how 

Japanese firms came to value specialists in the information industry. Therefore, the 

internal labor market within a firm has tended to decline and, instead, employees and 

employers rely more on market principles (in the external market), while manufacturing 

industry attaches more importance to the internal labor market. Fourth, the Japanese 

industrial structure has shifted from the manufacturing to the service industry. Lincoln 

and Nakata (1997) characterize employment relations in the service industry as follows: 

“Work organization is less team based in such settings, and individual performance is 

more easily assessed” (37). Therefore, occupational skills gradually became more 

important than firm-specific skills: “[O]ccupational skills are valued over firm-specific 

skills, so that broad job experience rather than loyalty to one employer drives wages and 

promotions” (Lincoln and Nakata 1997:37).   
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Like industries, occupations play similar roles across individual corporations. A 

corporation is composed of various departments (e.g., planning, sales, and accounting). 

Hansen, Kahnweiler, and Wilensky (1994:253) argue that corporations consist of many 

subcultures (the occupational culture) which “represent differences in values, meanings, 

and thinking patterns.” In other words, workers tend to be influenced by both industrial 

and occupational culture in the workplace. As mentioned above, Lincoln and Nakata 

(1997) shed light on occupational skills in the sales and service industries as referred to 

above.  

Although I discussed the influential role of large firms in the organizational field 

earlier, I would like to discuss firm size in the light of the dualism of firm size. In Japan, 

firm size is the critical factor in determining the workers’ careers. Large firms can enjoy 

market control, higher wages, and more unionization compared with smaller firms (Ishida 

1993; Clark 1979; Lincoln and Kalleberg 1985; Kalleberg and Lincoln 1988). More 

specifically, “lifetime employment,” the “seniority system,” and workers’ benefits can be 

applied only to large firms. Only 30 per cent Japanese workers belong to the core sector 

of the dual economy (Kerbo 2003:487). Lincoln and McBride (1987) specify the relation 

between larger and smaller firms as keiretsu, or business groups. There are two kinds of 

grouping: 1) bank-centered groups (the main banking system) and 2) subcontract 

relations (Lincoln and McBride 1987:306). In the construction industry, there is a distinct 

dual structure in this industry between large and small firms. Firm size is one of the 

critical factors determining individual careers. 
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2.1.4 Multiple Levels of Analysis in the Cultural Model 

Early culturalists (e.g., Abegglen and Nakane) focus on the Japanese cultural 

practices (e.g., seniority, education, and family-like organizations) as “national culture.” 

In other words, the practices were nationally institutionalized across industries: “The 

Japanese system is on the whole self-consistent” (Abegglen 1959:129). Similarly, Nakane 

(1970) views all organizations as “Japanese social organizations” by using the concept of 

ie. 

 Although Dore admits that national culture influences the practices (e.g., 

Confucian ideas), Dore (1973) argues that the diverse origins of the institutions of the 

Japanese employment system were diverse:  

Some are to be explained by institutional inertia carrying over traditional patterns, 

but the majority represents conscious institutional innovation – either adaptations 

of traditional employment patterns, adaptations of traditional social patterns found 

outside of industry, importations from foreign firms like Krupp or National Cash 

Register, or wholly indigenous inventions (1979:140).  

For example, the Japanese bonus system such as the year-end and mid-summer bonuses 

is the result of “direct continuity from the feudal period of institutional inertia, the 

continuance from the unconscious habit of certain patterns of behavior” (1973:401).  The 

permanent/temporary worker divisions or incremental wage scales represent the adoption 

of traditional employment patterns.  

 Moreover, Dore (1973) attempts to examine the origin of the practice by using the 

theory of late development. Thorstein Veblen first applied the explanation of late-

development to Japan (Veblen 1915 and 1934). Japan benefited from the “merits of 
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borrowing” in late industrialization while England incurred the “penalty of taking the 

lead.” Dore (1973) argues that all advanced societies had to adopt the following two 

exigencies in their employment systems: 

1. The emergence of the giant corporation 

2. The extension of democratic ideals of a basic equality of condition for all adults at 

the expense of earlier conceptions of society as naturally divided into a ruling 

class and an under class (Dore 1973:304).  

 

However, Japan adopted the two exigencies earlier than other advanced societies because 

Japan could take advantage of being a late developer: 

The Japanese have got there ahead. They made that adaptation earlier than Britain 

did, first because – a characteristic of late development – the larger corporation 

set the pace in industry from the beginning of industrialization, and second 

because the great post-1945 flood of egalitarian ideas hit Japan (backed with the 

full authority of an occupying army) before union-management relations had 

acquired any institutional rigidity (Dore 1973:338).  

In addition, Dore (1973) observes that the employment practices were different 

across different industries as discussed above. In other words, Dore (1973) shed light on 

the diversities of Japanese employment practices. Furthermore, institutional analysis 

examines “institutional environments” (e.g., industry and occupation). In such 

institutional environments, powerful actors (e.g., firm size and prestige) play influential 

roles in creating institutional arrangements in the field. I classify cultural factors into 

three levels of analysis such as national culture, organizational field, and individual 

organizations (Table 2).  
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Table 2: Cultural Factors at Multiple Levels of Analysis 

Levels of Analysis  Cultural Factors  

National Culture Education and Age 

Organizational Field Industry and Occupation 

Features of 

Organizations 

Length of Service and Firm 

Size 

 

2.2 Economic  Model 

The central argument of economic explanation is that employees develop firm-

specific skills and then provide these skills to the firms. In return, the firms offer job 

security (e.g., lifetime employment). The theory of the internal labor market and 

transaction cost theory support this argument. The role of firm-specific skills (asset 

specificity) plays a critical role in each of the theories. It should be noted that it is the 

employees owning firm-specific skills to whom the Japanese firms offer lifetime 

employment. In other words, the offer cannot be unconditional and the role of non-

regular employment sheds light on this point. One of the most conspicuous changes in the 

Japanese employment system is the rapid rise of non-regular employment in the 1990s 

(Keizer 2005 and 2010). Scholars (e.g., Koike, Lincoln and McBride, Kalleberg, Rubick, 

and Keizer) examine non-regular employment in Japanese firms by using the theory of 

labor dualism. In this section, I would like to explain each of the theories and firm-

specific skills in Japanese firms, as well as non-regular employment by using the theory 

of labor dualism.   
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2.2.1 Theory of the Internal Labor Market 

Since cultural explanations dominated the explanation of Japanese economic 

organizations from the 1950s onwards, Western theorists were struggling to find 

economic and administrative rationality in the Japanese employment system (Lincoln and 

McBride 1987). However, the theory of the internal labor market started to be viewed as 

“an emergent form in the evolution of work organization and labor control” in the 1970s 

(Lincoln and McBride 1987:294). By using the theory, many scholars (e.g., Aoki, Koike, 

Lincoln, Kalleberg, and Keizer) explain the Japanese employment system.  

In their seminal work, “Internal labor Markets and Manpower Analysis” (1971), 

Doeringer and Piore (1971:2) define an internal labor market as “an administrative unit, 

such as a manufacturing plant, within which the pricing and allocation of labor is 

governed by a set of administrative rules and procedures.” Specifically, the internal labor 

market is characterized by (1) a job ladder, (2) entry only at the bottom, and (3) 

movement up this ladder through the development of firm-specific skills (Cheng and 

Kalleberg 1996). By using the theory of the internal labor market, many scholars (e.g., 

Aoki, Koike, Kalleberg, Lincoln, Gerlach, and Kaizer) explain the Japanese employment 

system. Aoki (1984) and Koike (1988) pay much attention to the development of firm-

specific skills in the firms. Their central argument is that employees develop firm-

specific skills as they climb the ladder. Then they provide those skills to the firms and, in 

return, the employers offer job security (e.g., lifetime employment and retirement 

benefits): 
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Internal labor markets are the byproducts of widespread employer-employee 

exchange relationships in which lifetime employment is offered in exchange for 

the services of high-quality work force (Sullivan and Peterson 1991:84).  

Lincoln and McBride (1987) argue that the Japanese firm’s internal labor market 

serves to maximize the commitment of the employees: 

By encouraging lifetime careers within the same firm, competition for promotion 

among the presently employed, and skills not valued in the external labor market, 

companies foster dependence and loyalty in a workforce (8). 

Lincoln and McBride (1987:295) point out the following four features of the 

theory of the internal labor market which can provide compelling explanations of the 

Japanese employment system: 

1. Careful screening of new recruits for entry level positions 

2. Long tenure with the same firm 

3. Intensive in-house instruction and on-the-job training 

4. Seniority-based compensation and promotion 

5. Filling higher positions through internal promotion  

First, Doeringer and Piore (1977) specify educational attainment, aptitude test 

scores, personal interviews, work experience, and physical fitness as “criteria for entry” 

to “define gradations of ‘quality’ among workers in the external labor market” (47). 

Educational attainment is the critical tool used to screen the applicants.  As discussed 

above, the corporations believe that persons with higher intellectual achievement made a 

lot of “effort” rather than this being attributed to genetic differences as discussed above. 

The corporations are looking for new graduates from prestigious schools such as the 

University of Tokyo and the University of Kyoto, because the corporations believe that 

such graduates have the perseverance to work hard over their lifetime. In addition, after 
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screening the applicants through educational attainment and aptitude tests, Japanese firms 

tend to conduct multiple interviews with the applicants.      

Through OJT, the new graduates start to engage in relatively easy tasks and then 

they will gradually be assigned more difficult tasks by rotating their workplace. During 

the OJT, workers develop firm-specific skills (e.g., social capital, intellectual skills, and 

contextual skills) (I will discuss these in more detail in the next section). Therefore, 

“seniority” from an internal firm labor market perspective becomes the best indicator of 

firm-specific skills because “when skills are enterprise-specific, then external training, 

experience, and certification no longer signal competence and performance potential” 

(Lincoln and McBride 1987).  In addition, due to seniority discipline (length of service), 

it is not common for Japanese firms to hire outside board members. Board members, 

which are on the highest rung of the job ladder, are promoted internally.   

Thus, the theory of the internal labor market provides a compelling explanation of 

the Japanese employment system. Japanese economists (e.g., Taira, Aoki, and Koike) 

explicitly support the theory to explain their employment system. However, these 

Japanese scholars pay more attention to the development of firm-specific skills in 

Japanese corporations (I will discuss this in more detail later).  

2.2.2 Transaction Cost Theory   

The theory of the internal labor market seems to pay less attention to actors’ 

behaviors (e.g., employees and employers). Transaction cost theory sheds light on such 

behaviors underlying transactions. According to Williamson, transactions occur when “a 
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good or service is transferred across a technologically separable interface” (1981:552). 

Then, Williamson defines transaction costs as “the economic counterpart of friction” 

(1981:552). Specifically, they include the costs of planning, adapting, and monitoring 

task completion. Williamson describes economic actors in terms of two behavioral 

assumptions: (1) bounded rationality and (2) opportunism (1981:553).  

First, despite their best intentions to act rationally, economic actors are limited in 

formulating and solving complex problems and in processing information because of 

their limited cognitive competence to receive information. Therefore, all complex 

contracts, Williamson argues, are “unavoidably incomplete because of bounds on 

rationality” (1994:102). In other words, economic actors never write a perfect contract 

that covers their liabilities in all possible outcomes. Second, Williamson also assumes 

that economic actors are likely to behave opportunistically. In other words, they are likely 

to exhibit “self-interest seeking with guile, to include calculated efforts to mislead, 

deceive, obfuscate, and otherwise confuse” (1994:102).   

There are three critical dimensions for describing transactions: (1) uncertainty, (2) 

frequency, and (3) the degree of asset specificity (1981:555). The greater the uncertainty 

and frequency, the greater the transaction costs tend to be. In particular, Williamson pays 

much attention to the degree of asset specificity and identifies three forms of asset 

specificity: (1) site specificity, (2) physical assets, and (3) human assets (1981:555). As 

for site specificity, a buyer and seller locate their facilities next to each other in order to 

economize on inventory and transportation costs. A physical asset refers to be specialized 
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dies that are required to produce a component. Human asset specificity arises from 

“learning by doing” (1981:555). Williamson also describes human asset specificity in 

terms of “the degree to which they are firm-specific” and “the ease with which 

productivity can be metered” (1981:563).  

Williamson argues that corporations prevent employees who own firm-specific 

skills from quitting their corporations by offering retirement benefits and, therefore, 

employees hesitate to change their jobs: 

Both firm and workers have an interest in maintaining the continuity of such 

employment relations. Procedural safeguards will thus be devised to discourage 

arbitrary dismissal. And nonvested retirement and other benefits will accrue to 

such workers so as to discourage unwanted quitting (Williamson 1981:565).  

It should be noted that Williamson (1981:565) seems to view the internal labor market as 

an obligational market. However, he argues that it is easy to measure firm-specific skills 

there although firm-specific skills are developed in the obligational market: 

There is a considerable amount of firm-specific learning here, but tasks are easy 

to meter. Idiosyncratic technological experience…and idiosyncratic 

organizational experience…both qualify. 

Although Ouchi (1980) views Japanese firms as a “clan” form of organizations, 

Williamson (1981) expresses doubt in regard to Ouchi’s argument.  

By using both transaction cost theory and North’s institutional analysis, Hill 

(1995) gives the explanation of why Japanese corporations rely on the lifetime 

employment system in the light of the investment in firm-specific skills. North (1990:3) 

sheds light on “institutions” as playing a role in reducing uncertainty and defines 
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institutions as “any form of constraint that human beings devise to shape human 

interaction” (4). In addition, North points out that institutions involve two kinds of 

constraints: formal and informal constraints. Specifically, formal constraints include 

formal judicial rules and economic rules (e.g., contracts). On the other hand, informal 

constraints are “a part of the heritage that we call culture” (37). In particular, Hill (1995) 

emphasizes the role of informal constraints to reduce transaction costs because informal 

constraints constitute “a more effective and less costly mechanism for governing 

exchange and facilitating cooperation” (121).  

 On the basis of transaction cost theory and North’s institutional analysis, Hill 

(1995) considers Japanese culture to be an “informal institution” and argues that Japanese 

culture mitigates hazards of transactions:  

Many of the informal constraints of Japanese society reduce (but do not eliminate) 

the risk of hold-up. As a consequence, the transaction costs required to persuade 

an actor to make a specialized investment may be lower in Japan (126).  

Specifically, in the case of investments in firm-specific skills, costs tend to be greater 

because of “the fear of hold-up” (Hill 1995:120). There are the following two-sided hold-

up risks:  

(1) Employees in possession of rare and valuable skills have a strong bargaining 

position vis-à-vis the firm. Other things being equal, this might make the firm 

hesitant to undertake substantial investments in training, particularly if the 

workforce is highly unionized, for fear that the employees will then 

expropriate all of the proceeds.  

(2) The context-dependent nature of many of these skills means that their value 

may be reduced in their next best use. This puts the firm is a relatively strong 

bargaining position vis-à-vis employees. Other things being equal, the 

inability to exercise the exit option without losing income might make 
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employees hesitant to invest in acquiring and sharing firm-specific skill (Hill 

1995:128).  

Hill (1995:128) argues that lifetime employment reduces the risks:  

By guarantying lifetime employment, the firm is making a credible commitment 

to employees that it won’t use the threat of unemployment to expropriate the 

quasi-rent due to them from their investment in specialization.  

However, why should the corporations make such a commitment? Hill gives two reasons: 

Japanese culture and the incentive structure. First, group identification and loyalty 

contribute to bond employees to their corporations. Specifically, as discussed above, 

workers in Japanese corporations tend to share the concept of ie (family). Therefore, Hill 

points out that employees in Japanese firms are unlikely to abuse their bargaining 

position opportunistically. Moreover, under the cultural system, which emphasizes 

reciprocal obligations, the corporations are likely to gain the best interests from skilled 

workers (they bring profits to the corporations) by offering lifetime employment. 

However, the corporation does not offer lifetime employment to unskilled workers (e.g., 

temporary workers).  

 The incentive structure of Japanese corporations reduces the bargaining powers of 

skilled workers (Aoki 1988). Pay in Japanese corporations is usually determined by a mix 

of seniority and merit. Moreover, Japanese workers can receive a large amount of pay on 

retirement. If they leave the corporation before their retirement age, they will lose a large 

proportion of the payment. Thus, Hill (1995) uses the cultural perspective to explain why 

neither Japanese employees nor employers take opportunistic behaviors (informal 

institutions) into account and provide economic rationality explanations.  
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2.2.3 Firm-specific Skills 

Firm-specific skills in both the theory of the internal labor market and transaction 

cost theory have played a critical role in explaining the Japanese employment system 

(e.g., Koike 1983; Lincoln and McBride 1987; Aoki 1992; Keizer 2005). In this section, 

by marking the difference between American and Japanese factories, I would like to 

clarify firm-specific skills because I believe the comparison enables us to understand the 

firm-specific skills in Japanese corporations more easily.  

Aoki (1988) argues that some types of skills (e.g., technical skills in programming, 

typing, and craft skills) can be acquired through formal training. However, Aoki 

emphasizes that most skills in modern factories are acquired not through such formal 

training but through production experience. In other words, Aoki describes such skills: 

“the way work is organized at the shop floor level of a modern factory is such that the 

skills of workers are developed step by step through learning by doing on the shop floor” 

(1988:12). The job ladder is a universal phenomenom of the modern factory used to 

develop such skills both in the East and West. However, it should be noted, as Aoki 

argues, that there is a significant difference in the way that American firms and Japanese 

firms organize the job ladders. American firms historically tend to emphasize 

“specialization” and “job differentiation.” Aoki (1988:12) points out the underlying belief: 

Through the application of the principle of “a right man in the right place,” each 

worker and the firm would be able to make the best use of any particular talents or 

different skills.  
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Cole (1979:102) argues that specialization is perceived to be positive in American 

society and the belief is rooted in American culture, or the “doctrine of individualism.” 

Therefore, the Dictionary of Occupational Titles lists more than 20,000 job titles (1977). 

Lincoln, Hanada, and McBride (1986) find that about nine more functions are assigned to 

specialists in American factories compared with Japanese factories.  

As a result of such specialization of workers, there comes a clear separation 

between operating tasks and “the task of identifying and finding necessary expedients to 

overcome and prevent emergencies” (Aoki 1988:16). Aoki describes the separation in 

American factories as follows:  

When something unexpected occurs – for example, workers are absent, machinery 

breaks down, or there is an abnormally high rate of defective products – remedies 

are usually sought, under the direction of a supervisor, by the appropriate 

specialists, such as reliefmen, repairmen, craft workers, and inspectors. Operating 

workers are normally not responsible for coping with unexpected emergencies, as 

is evident from a long-standing custom at the American factory that prohibits the 

worker from stopping the production line on his or her own initiative, even when 

an event takes place that makes it desirable (Aoki 1988:13).  

By contrast, the two tasks tend to be integrated in Japanese corporations. 

Therefore, there is a much simpler job classification in Japanese firms and, subsequently, 

job demarcation is much more fluid and ambiguous. Therefore, when an emergency 

occurs in the workplace, workers in Japanese corporations are expected to cope with 

such emergencies autonomously. Aoki (1988) argues that knowledge sharing through 

job rotation allows Japanese workers to respond to such emergencies autonomously. 

Koike defines the skills to deal with such emergencies as “intellectual skills”: “Workers’ 

intellectual skills comprise the know-how for dealing with uncertainty on the shop floor. 
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Uncertainty on the shop floor consists of problems and changes in operations” (Koike 

2002:392).  

Aoki (1998:403) views the mechanism of knowledge sharing as one of the 

features of the “assimilated information system”:  

In the assimilated information system, both agents jointly process information 

about that part of the environment common to both tasks, and use the shared 

information (together with private environmental information relevant only to the 

respective tasks) as a basis for choosing the intensity levels of the respective tasks. 

 Moreover, Aoki (1998) points out that the assimilated information system 

expects organizational members to share the mental model where “common posterior 

beliefs (with some noise) are inferred from pooled samples and decisions are made 

accordingly” (403). Contextual skills are developed in the system and become firm-

specific skills:  

The information processing capacity tailored to the assimilated information 

system is referred to as a contextual (information processing) skill, since the 

corresponding mental models may be constructed and shared by the agents within 

the context of a particular organization (402).  

Aoki (1986) argues that the skills in Japanese firms tend to be developed only over time 

because the skills tend to be more tacit and rely on their experience. Therefore, Aoki 

(1986:981) maintains: “That is one of the primary reasons why the Japanese tend to 

emphasize long-term relations such as "lifetime" employment and stable relational 

contracts with subcontractors.”   
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Chapter 3 

Hypotheses 

3.1 National Culture  

 Confucianism has taken root in Japanese society as discussed in Chapter 1. In 

Confucian society, “age” and “education” are highly valued. For example, Japanese use 

respectful terms when talking with older people. Therefore, it is very common for 

Japanese to ask the other person’s age when they first meet each other because they need 

to make sure about their position in the interaction and, if the other person is older, they 

start to use respectful expressions in their conversation. Moreover, education uses up a lot 

of money in the household budget. Many children go to cram school after coming back 

home from school. In other words, in Confucian Japanese society, “intellectual 

achievement” has a much deeper connotation than simply having a diploma. 

3.1.1 Age 

H1: Workers who are older are more likely to be in higher authority positions, to 

make more income, and to be regular workers.  

As discussed above, early cultural theorists attempted to explain Japanese 

business management by examining traditional Japanese culture [Confucianism] (e.g., 

Abegglen and Nakano).  More specifically, Nakano (1970) argues that the behavioral and 

structural patterns in Japanese industrial organizations take in the concept of ie (family). 

Within ie, it is very common to allocate status and reward on the basis of age. The 
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seniority principle, just as natural culture, has come under serious attack whenever 

Japanese corporations face economic difficulties.  

 Why do Japanese corporations sustain the seniority discipline in spite of these 

disadvantages? Dore (2001) points to three advantages. First, the likelihood that good 

young workers will work under incompetent old workers is much reduced because the 

seniority principle secures relatively homogeneous ability levels in each rank of the 

corporations. Second, promotion on the basis of the seniority principle can avoid 

interpersonal competition and therefore enhance harmony within the company. Third, the 

seniority principle ensures the “efficient transmission of the accumulated experiential 

wisdom of organization” (208). That is, old workers can train young workers efficiently 

because the young workers are not the competitors of the old workers under the seniority 

system.  

In addition, following the seniority principle causes “fairness” among 

organizational members in the Japanese corporation to determine wage and authority 

positions. In other words, as long as Japanese companies follow the seniority principle to 

justify wage differentials and the speed of promotion, their employees will tend to feel it 

is “fair” because the seniority principle has taken root in Japanese Confucian society. 

Dore (2001:207) discusses how prevalent the “seniority” discipline has been in Japanese 

society: “seniority is one of the most egalitarian of all principles of status allocation; it 

rewards everyone who faithfully plays out his subordinate roles with enough dutiful 

patience.”  
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For example, each year’s entrants create a “year club” and they can know they 

will be promoted soon if one of their cohorts is promoted. Conversely, if a junior person 

is promoted ahead of his seniors, the seniors can complain about his/her promotion. Such 

consciousness allows them to pay less attention to occupational classification. Wahl and 

Hartley (2008)’s survey showed that some tension occurred when a direct 

manager/supervisor was appointed who was significantly younger than the respondents. 

In particular, the older generation were more likely to feel discomfort in such a situation. 

This issue of the mix of age and rank causes a communication problem between younger 

managers and their older subordinates. According to the Japan Times (June 2004), older 

subordinates are more likely to feel unnatural or negative when they speak to younger 

managers as if they are older than the younger managers. Therefore, I hypothesize that 

older workers are more likely to be in higher positions to train young workers and to 

create fairness among workers in Confucian Japanese society.  

 This seniority system is also linked with a welfare principle (e.g., Magota, Kusuda, 

Kalleberg and Lincoln). That is, as employees get older, they can receive higher wages 

because of higher living costs such as child support. Koike (1966) finds that age-wage 

profiles in Japan are very similar to those of the ages and living costs of the model 

households. Ono (1973) argues that even if older workers’ skills become out of date, their 

wage increases. In other words, as Arai (1982:61) points out, “wages at different ages are 

not equal productivities because there are inter-generational transfers within firms when 

wages are determined.” Tachibanaki (1975) traces this welfare principle back to the 

paternalistic nature of Japanese society. This is why age profiles of wages are much 
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flatter for female workers compared with male workers who are the main breadwinners 

(Ono 1987).  

Kalleberg and Lincoln (1988:126) argue that Japanese unions played a critical 

role in introducing the seniority principle right after World War II: 

In the immediate post war period of high inflation and serious shortages of 

essentials such as food and housing, Japanese unions demanded that companies 

take responsibility for the “reproduction costs” of labor – the amount required to 

sustain an adequate standard of living for the worker and his family. Thus, the 

“livelihood wage” became the first and basic component of the employee wage 

package,…. 

This livelihood wage is associated with “age.” That is, as workers are getting older, they 

need more money for their family. Therefore, their wage also increases. Thus, I expect 

that workers who are older are more likely to receive higher wages and to be regular 

workers.  

3.1.2 Education   

H2: Workers who have a college degree are more likely to be regular workers, to be 

in higher positions, and to have more income and longer length of service. Moreover, 

they are more likely to report that their career orientation is closer to Opinion A 

(Stayer) as opposed to Opinion B (Leaver) and Neither A nor B. 

In this research, I consider “education” to be a cultural variable although most economists 

treat education as an economic variable (e.g., the rate of return on investment in a 

university degree). In particular, when corporations select new recruits, “education” 

denotes something more than “skills.” Collins (1973) argues that educational credentials 

are used as a hiring criterion because education implies conformity to social values such 
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as diligence and motivation: “education has been used as a means of cultural selection” 

(Collins 1973:32).  

 Similarly, Dore (1972) also argues that education is embedded in Confucian 

culture, pointing out how Japanese educational tradition contributed to Japan’s prosperity:  

Japan would be a different society, intellectually, morally and materially poorer, 

today if the Confucian scholars of the Tokugawa period had not endowed modern 

Japan with a tradition of schooling, with a cultural definition of ‘school’ which 

was concerned with the business of education rather than of qualification (Dore 

1972:507). 

In this quote, it should be noted that Dore makes a clear difference between the business 

of education and that of qualification. Dore defines education as “learning as an end in 

itself or as a means to action” (1972:491) and specifies this “means to action”: 

Education involves changing people; it depends on awakening, and sustaining by 

a continuous process of partial satisfaction and further stimulation, curiosity and 

the desire for self-development, the desire to understand, the desire to achieve, 

and the desire to master (Dore 1972:491).  

On the other hand, qualification is defined as “instrumental use of learning, not to do, but 

just to be” (1972:491). He describes a process of instrumental learning as follows:  

[A] process of instrumental learning, learning which involves the passive 

absorption of ready-made answers in order to become qualified, certificated, and 

entitled to a job, a salary and a social status (491).  

That is, education is more dependent on the “desire to learn” while qualification is based 

on the “desire to be certified as having learnt” (491).  
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 This striking distinction marks how numerous economic studies (e.g., human 

capital theory) on the rates of return on investment in education put too much emphasis 

on education as “qualification.” In other words, the economists assume that investment in 

education is one of the key factors in enhancing labor productivity and lifetime earnings. 

Therefore, it should be important for corporations to pay attention to what new recruits 

studied in their educational institutes (e.g., specialization and major). However, Japanese 

corporations pay less attention to new recruits’ majors/specialties in their colleges: “new 

recruits are selected for the general characteristics of their character, as opposed to their 

skills” (Dollinger 1988: 580). Instead, Japanese corporations place more value only on 

whether new recruits have a bachelor’s degree or not and then the corporations attach 

more importance to the university from which they graduated. In addition, intellectual 

excellence and moral excellence in Japanese society are believed to go hand in hand in 

Japanese society (Dore 1996: 27). This was why elite Japanese university students 

claimed a fierce moral authority in their student movement in the 1960s (Dore 1996). In 

addition, Dore regards this tradition as “internalized mechanisms” in Japanese society 

and therefore this mechanism plays the role of keeping bureaucratic corruption in check.  

 I have already discussed in more detail how Japanese tradition places a higher 

value on education and why university graduates are in higher positions and receive 

higher compensation. One of the most important reasons is that a university diploma is 

translated into the individual’s ability (e.g., Abegglen and Nakano). However, it should 

be noted that corporations attach less importance to new recruits with graduate degrees 

because it is more difficult for Japanese corporations to socialize them, immerse their 
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corporate objectives into them, and provide intensive training to them within their firms 

(they have too much knowledge) (Wikins and Ouchi 1983). 

    Japanese corporations do not expect new recruits to have skills before they start 

to work. Rather, they are looking for new recruits who are able to commit themselves to 

their corporations for their lifetime. Therefore, they prefer to hire new recruits who went 

through extremely competitive entrance examinations (e.g., Dore and Nakane). For 

public universities, students are required to take tests in more than five subjects in the 

examinations. These hard examinations can be the indicator of a “useful lifetime” (Dore 

1987:47). New recruits also expect to work for their lifetime (Fligstein 2001). Therefore, 

I expect that workers with a college degree are more likely to be regular workers, to hold 

higher positions, and to have more income and a longer length of service and to prefer to 

remain with the same employers (Opinion A).  

3.2 Organizational Field 

In this paper, I consider industry and occupation as the “organizational field” in 

which collective actors attempt to produce a system of domination (Fligstein 2001). In 

other words, I expect that different industries/occupations have different systems of 

domination. For example, manufacturing corporations tend to have a prototype Japanese 

employment system while Japanese corporations in the information industry adopt 

alternative systems. Similarly, sales and manufacturing as occupations within the same 

company may involve different employment systems.  
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3.2.1 Industry 

Manufacturing Industry 

H3: Workers in manufacturing industry are more likely than those in other 

industries to report that their career is closer to Opinion A (stayer) and that 

seniority, the corporate pension, and retirement benefits are obstructive factors in 

changing a job. Moreover, regular workers in authority positions in manufacturing 

industry are more likely than those in other industries to report that it took time to 

reach their positions.  

Numerous scholars (e.g., Abegglen, Gordon, Aoki, Koike and Imai) view the 

employment system of Japanese manufacturing industries as the prototype employment 

system of Japanese corporations. For example, according to Gordon (1993), Densan 

(Labor Association of the Electric Power Industry) established nenko chingin (the 

seniority-based payment system) in 1946 and then this payment system was diffused 

across industries. Moreover, most research on Japanese corporations tends to focus 

exclusively on Japanese manufacturing corporations/factories (e.g., Abegglen, Dore, 

Lincoln, Kalleberg, and Cole). Abegglen (1958) did research on Japanese manufacturing 

corporations in several locations (e.g., Osaka and Shikoku). Dore (1973) conducted 

observations on Hitachi. Lincoln and Kalleberg’s study (1986) is based on a survey of 

about 8,000 factory workers in the Atsugi area. Lincoln and Gerlach (2004) analyzed 

Japanese business networks and shed light on manufacturing corporations embedded in 

the keiretsu network (e.g., vertical and horizontal keiretsu). Among manufacturing 

companies, automobile firms have always attracted attention from scholars because of 

their economic success. In other words, the studies on Japanese business organizations 

are based exclusively on Japanese manufacturing corporations and, as a result, the 
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business practices of this industry are viewed as a prototype of Japanese management. On 

the basis of the wide agreement that the employment system in the manufacturing 

industry is viewed as a prototype of the Japanese system, I construct Hypothesis 3.  

Information and Communications Technology, Finance, Retail, and Service Industries 

H4: Workers in each of the information, finance, retail, and service industries are 

more likely to report that their career is closer to Opinion B (Leaver). Moreover, the 

regular workers in authority positions in these industries are more likely to report 

that it took less time to reach their current position. 

As discussed above, studies on Japanese business organization rely exclusively on 

manufacturing corporations and, therefore, people might assume that all Japanese firms 

across industries have the same employment system. In particular, in the 1980s, scholars 

(e.g., Vogel and Ouchi) emphasized the characteristics of employment relations as 

Japan’s advantages. However, if these advantageous characteristics are applied to other 

industries, I cannot explain why some Japanese industries such as the petrochemical, food 

processing, and pharmaceutical industries could not be competitive in the 1980s (Aoki 

1988). In this paper, I would like to examine industry specific effects such as those in the 

information technology, finance, and service industries.  

 Cole and Whittaker (2006) point out that the prototype of the Japanese 

employment system is more competitive in products with integral architecture (e.g., 

automobiles). In integral architecture, “each component is functionally incomplete and 

interdependent with other components functionally and/or structurally” (Fujimoto 

2002:10). Therefore, this architecture requires close coordination among workers which 
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emphasize “team-work.” Family-like organizations based on lifetime employment and a 

seniority system can enhance the coordination more efficiently.  

 However, the information and communication technology industry (ICT) places 

more value on modular technology standards (Cole and Whittaker 2006). Fujimoto 

(2002:10) defines modular architecture as “one-to-one correspondence between 

functional and structural elements.” Therefore, “each structural element (i.e., component, 

module, subassembly) is functionally complete, while each function is contained in one 

structural element” (Fujimoto 2002:10). Therefore, modular architecture does not require 

close coordination. Instead, workers can work more independently without 

communication and, therefore, modularization can enable quick decision-making. In 

modularization, the characteristics of the Japanese management system (e.g., close 

coordination) become a disadvantage. Cole and Whittaker (2006:9) conclude that 

“Japanese manufactures’ weakness in modularized design and production has put them at 

an increasing competitive disadvantage in a number of key industries [ICT].” By taking 

these industrial characteristics into consideration, in order to engage in modularized 

production, Japanese corporations became value specialists who embrace a market-based 

principle and, as a result, they do not need to develop their own workers (internal labor 

market). Therefore, I expect that Japanese workers in ICT will tend to prefer to change 

employers to build their own careers and to report that it took them less time to reach the 

authority positions.  
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 Regarding the retail industry, according to Gadrey (2001), non regular workers 

play a central role such as in managerial positions. Japanese corporations in this industry 

attempt to reduce labor costs by hiring more non-regular workers (Keizer 2010). 

Moreover, the retail industry can offer various employment patterns for workers such as 

married women and students who would like to have a flexible schedule. Therefore, I 

expect that workers in the retail industry will tend to prefer to change employers to build 

their careers and to report that it took them less time to reach the authority positions.  

 As for the service industry, Japan’s industrial structure has shifted from 

manufacturing to services (Matsuzaka 2002). This industrial shift has occurred in the 

United States since the 1970s. According to Cappelli (1999), this shift has resulted in a 

decline in the internal labor market in American corporations. In other words, the 

corporations have started to attach more value to general skills instead of firm-specific 

skills. A similar industrial shift has occurred in Japan. Nakata and Lincoln (1997:37) 

describe this change: 

Employment practices typical of sales and service firms depart from those of 

manufacturing. Their heavily female workforce is younger, more mobile, less 

committed to work and the firm. Work organization is less team based in such 

settings, and individual performance is more easily assessed. Hence occupational 

skills are valued over firm-specific skills, so that broad job experience rather than 

loyalty to one employer drives wages and promotions. 

 Japanese corporations in the service industry also attach great importance to general 

skills. Therefore, I expect that Japanese workers in the service industry tend to prefer to 

change employers to build their own careers and report that it took less time to reach the 

authority positions. 
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3.2.2 Occupation 

Sales, Service, and Manufacturing Occupations  

H5a: Regular workers who engage in sales and service occupations are more likely 

to report that their career is closer to Opinion B (leaver).  

 

H5b: Regular workers in manufacturing industry whose occupation is 

manufacturing are more likely to report that their career is closer to Opinion A 

(Stayer). In addition, there are wage differentials between these occupations (Sales 

vs. others, Services vs. others, and Manufacturing vs. others). 

Although some scholars (Rohlen 1974; Beck and Beck 1994) engage in 

observation research on Japanese white-collar workers, past research on Japanese 

workers also places a disproportionate emphasis on factory workers (e.g., Abegglen 1958; 

Cole 1971; Mash and Mannari 1976). In other words, Western scholars tend to make 

much more effort to examine Japanese blue-collar workers’ productivity. However, they 

tend to neglect Japanese white-collar workers’ activities such as sales and service.  

One of the reasons why scholars do not make a clear distinction among different 

occupations in their workplace is that Japanese workers have a strong organizational 

commitment and identification with their corporations (Abegglen 1958; Nakane 1970). In 

the same vein, Cole (1979:241) argues that Japanese workers identify themselves with 

their firms but it is not necessarily through “high job satisfaction or strong commitment to 

the performance of specific job tasks.” Kalleberg and Lincoln (1988:124) argue that 

Japanese employment practices foster organizational commitment and identification with 

their corporations: 
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Lifetime employment, promotion (based on seniority), abundant welfare services, 

internal training, and a strong corporate culture combine with broader societal 

norms and values to evoke from employees the strong organizational commitment 

and identification… 

Pascale and Athos (1981:74) describe how Panasonic (Matsushita) socializes workers 

into Panasonic’s corporate value: 

Matsushita provides two distinct kinds of training. One is basic skills training, but 

the second and more fundamental one is training in the Matsushita values. These 

values are inculcated through a long apprenticeship across one’s career. The 

newly hired are exposed to them continually. As a member of any working group, 

each person is asked at least once every other month to give a ten-minute talk to 

his/her group on the firm’s values and its relationship to society. It is said that 

nothing is so powerful in persuading oneself as having to persuade others. 

Matsushita has long employed this technique of “self-indoctrination” 

In addition, Dore (1973) observes that workers in Hitachi have to sing the Hitachi song 

which reflects Hitachi’s corporate values at important events. Thus, Japanese 

corporations attempt to share their corporate culture with their workers. As a corollary, 

Japanese workers tend to have low occupational consciousness and identification, and 

organizational membership has a more decisive effect on the allocation of status and 

income while US labor markets stress jobs and skills to determine wages (Kalleberg and 

Lincoln 1988). 

 In addition to the cultural explanation, Koike (1983a) points to the fact that 

Japanese unions were opposed to occupation-based wage differentiations between blue 

and white-collar workers right after World War II. As a result, Japanese blue-collar 

workers came to have various benefits like white-collar workers (e.g., fringe benefits, 
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employment stability, and the shape of the seniority wage curve) and to take a similar 

career path (white-collarization of the Japanese blue-collar workers) (Koike 1983a).  

However, Genda’s research (1998) defies the common wisdom: occupation is one 

of the most decisive factors determining wages in Japanese corporations. Genda (1998:39) 

claims that past research pays attention to only two categories: production and non-

production workers, or white-collar and blue-collar workers: 

A reason for this is the use of more detailed occupational categories compared to 

previous studies on this issue, which typically considered two categories, 

production and non-production workers, or white-collar and blue-collar workers.   

In addition, the recent literature has started to attach more importance to white-collar jobs 

(e.g., sales, service, and marketing) in manufacturing firms (in both the US and Japan). 

However, manufacturing firms have also paid less attention to white-collar jobs (e.g., 

sales, service, and marketing). Anderson and Narus (1995:75) argue that most 

manufacturing firms do not realize the vital importance of the role of service:  

“But surprisingly, most manufacturers have focused only on the products 

themselves. They have largely ignored another element that plays a crucial role in 

differentiating a company’s offerings and has a huge impact on costs and profits: 

services.” 

Matsuo (2006:243) points out that “service” has become an important factor in generating 

profits in Japanese corporations: 

Excellent manufacturing companies tend to profit from providing additional 

service, rather than through the product itself. 
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There seems to be no research on service departments in Japanese corporations. However, 

I would like to extend Lincoln and Nakata’s argument (1997). According to them, the 

sales and service industries have reshaped Japan’s economy as in the United States and 

their employment relations in sales and service firms have changed from the prototype 

(employment in manufacturing firms) to more market-oriented employment. It should be 

noted that Lincoln and Nakata (1997) do not discuss sales/service “occupations,” 

although they mention the emerging importance of occupational skills in the firms. 

However, in this paper, I would like to shed more light on the service occupations. 

Therefore, I expect that workers in service occupations are likely to prefer changing 

employers to build their own careers.  

Regarding sales, Apasu, Ichikawa, and Graham (1987) conduct a comparative 

study between Japanese and American sales representatives. They arrive at two important 

research findings: Japanese sales representatives share a stronger corporate culture than 

American representatives, but the propensity to quit is higher for Japanese sales 

representatives as compared with American representatives. In particular, the second 

finding (the propensity to quit) is completely the opposite of what the past research 

argues. Following Apasu, Ichikawa, and Graham (1987)’s research, I expect that regular 

workers in sales departments are more likely to prefer changing employers to build their 

own careers. Lastly, on the basis of past research, I would like to make sure if regular 

workers whose occupations involve production in the manufacturing industry are still 

typical. That is, I expect that they are more likely to prefer staying in their firms to build 

their own careers.   
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Professionals 

H6: Professional workers are more likely than those in other occupations to report 

that their career is closer to Opinion B (Leaver) and that it took less time to reach 

the authority positions.  

According to my data (Working Person Survey), the questionnaire lists more than 100 

professionals across industries. There are several main professional groups: researchers, 

engineers, architects, programmers, consultants, nurses, medical doctors, lawyers, and 

accountants. Professionals in Japanese business organizations have never attracted so 

much attention among researchers. Historically, the Japanese government did not support 

professional/vocational schools. Instead, the government made a lot of efforts to enrich 

the quality and quantity of public universities. Therefore, Japanese university professors 

rather than professionals have played the key roles in disseminating information, skills, 

and ideas in contrast to professionals in Britain (Dore 1972).  

Several studies on Japanese professionals have been conducted (McCormick 

1988a, 1988b, 1991, 1995; Long 1983). McCormick (1988a, 1988b, 1991, and 1995) 

examines engineers and scientists in R&D departments in Japanese corporations, and 

compares them with their counterparts in Britain.    

McCormick (1991: 159) describes the typical Japanese employment: 

…the existence of the lifetime employment system provided a ready-made 

explanation. It appeared self-evident that employers would invest more in 

employee skill development if they could be confident that they would harvest the 

fruits of their investment.  
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McCormick (1995) points out that this prototype employment is applied to engineers and 

scientists in R&D departments in Japanese corporations. However, those engineers and 

scientists in British companies also stay with their first employer after they graduate from 

higher education. However, his research (1995) concludes that long-time employment is 

more pronounced among the Japanese engineers and scientists. Regarding future career 

preferences, most respondents (both in Japan and Britain) in McCormick’s survey (1995) 

desire to remain with their present employer. In particular, as age increases, the desire 

becomes stronger. Moreover, as opposed to the conventional wisdom, Japanese engineers 

and scientists in R&D departments do not desire to be promoted to managerial positions 

because they are afraid that their skills will become obsolete. Regarding the speed of 

promotion, promotion takes a long time but most of them can move into the ranks of 

management in Japanese corporations.   

However, as discussed above, Nikkeiren published “Japanese Management for a 

New Era” (1995). In this publication, Nikkeiren proposed the future direction of the 

Japanese employment system. Specifically, Japanese corporations should diversify 

employment and call for changes in regulations to support this diversity of employment. 

This proposal classifies three kinds of employment: the long-term employment group, the 

professional group, and the flexible employment group. The characteristics of the 

employment of the professional group are the following:  

Workers in the professional group are hired on an occupational basis, and are 

intended to be assigned to divisions such as planning, sales and research and 

development. The performance expectations are purely based on results (Imai 

2011:53).  
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According to this proposal, Japanese corporations do not need to rely on the internal 

labor market where they invest a lot of money and time to develop professionals. Instead, 

it is suggested that they search for professionals in the external labor market. As a result, 

individual professionals have to respond to Nikkeiren’s proposal. That is, they have to 

develop their skills by themselves in order to be competitive in the market. Therefore, I 

would like to expect that Japanese professionals are more likely to prefer changing 

employers to build their careers and report that it took less time to reach positions of 

authority.  

3.3 Features of Organizations 

In this paper, I would like to use the length of service and firm size as features of 

organizations. In addition, I distinguish between length of service and age clearly because 

past research does not tend to make a clear difference between “age seniority” and 

“service seniority.” As discussed in Chapter 2, “service seniority” is regarded as “years of 

loyalty deserve recognition” (Dore 1973:354). Therefore, service seniority is one of the 

most important factors in determining wage and retirement benefits. Similarly, firm size 

has great effects on workers’ careers in Japan. For example, past research shows that 

large firms can afford to uphold the traditional Japanese employment system while 

smaller firms cannot (e.g., Koike and Aoki).  

3.3.1 Length of Service 

H7: Workers who have longer years of service are more likely to be regular workers, 

to be in higher positions, to have more income and to report that their career is 
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closer to Opinion A (Stayer) and that each of seniority, the corporate pension, and 

retirement benefits are obstructive factors to job change.  

Many scholars do not make clear differences between “age” and “length of 

service”. Dore (1973) points out the ambiguousness of the concept of seniority because 

the concept carries two meanings: “age seniority” and “service seniority.” “Service 

seniority” was based on the assumption of “years of loyalty deserve recognition” (Dore 

1973:354). On the other hand, “age seniority” is justified on the basis of the following 

assumptions: 

“…partly that family responsibilities increase with age (a welfare principle), and 

partly that prospects of a regular career progression increase satisfaction and 

hence commitment to the job (also partly a welfare principle in so far as 

delivering satisfaction to its employees is implicitly counted as one of the 

purposes for which the corporation exists)” (Dore 1973:354).  

Although in Britain these two concepts are much more distinct, in Japan they are 

“practically indistinguishable in the Japanese system where there is permanent 

employment with standard entry ages” (Dore 1973:354).  For example, Koike (1981:55) 

describes wage increases under the seniority system in Japanese corporations:  

Measure age or length of service along the horizontal line, and wage rates along 

the vertical line. If the slope of the line is upward, wages are increasing on the 

Nenko basis [seniority].  

 

However, this definition seems to be fallible because Koike ignores the difference in 

seniority between age as age seniority and service seniority. In this paper, I would like to 

make clear the difference between “age seniority” and “service seniority.”  
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Length of service is one of the important elements of the internal labor market 

theory (Doeringer and Piore 1971). In an internal labor market, new recruits start to work 

in the lower ranks in a hierarchy (port of entry). After receiving intensive OJT to develop 

firm-specific skills, they are promoted to higher positions in the hierarchy. Outside 

training, external experiences, and certification cannot be good criteria for evaluating the 

worker’s performance potential when they develop firm-specific skills. Only length of 

service becomes the best indicator because “when skills are enterprise-specific, then 

external training, experience, and certification no longer signal competence and 

performance potential” (Lincoln and McBride 1987). Similarly, such difficulty in 

measurement is characterized by one of the features of “clan” type organizations as 

discussed above (Ouchi 1980). Instead of “explicit auditing and evaluation,” a “long 

history and stable membership” becomes a critical factor to sustain the employment 

system (Wikins and Ouchi 1983:472). 

In addition, by underscoring “length of service” as the criterion, corporations can 

elicit loyalty and dedication (Edward 1979:152). Lincoln and McBride (1987) argue that 

this organizational structure is designed according to “commitment maximizing” logic 

because workers do not need unnecessary competition. Therefore, Mincer and Higuchi 

(1988) argue that the large differences in the degree of attachment to the firm in the US 

and Japan are due to this commitment maximizing logic. Thus, “length of service” is the 

proxy used to measure workers’ firm-specific skills and, at the same time, this process 

encourages workers to commit to their corporations. Therefore, I expect that workers who 
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have longer years of service are more likely to prefer to stay with the same employers to 

build their own career (Opinion A).  

Regarding the factors that obstruct a job change, according to Williamson (1981), 

when importance is attached to “idiosyncratic technological experience” and 

“idiosyncratic organizational experience,” “[b]oth firm and workers have an interest in 

maintaining the continuity of such employment relations. Procedural safeguards will thus 

be devised to discourage arbitrary dismissal. Furthermore, nonvested retirement and other 

benefits will accrue to such workers so as to discourage unwanted quitting…” 

(Williamson 1981:565). Therefore, I expect that workers who have longer years of 

service will be more likely to report that each of seniority, the corporate pension, and 

retirement benefits are obstructive factors to a job change.  

3.3.2 Size  

H8: Workers who work in larger firms are more likely to have more income and 

longer length of service and to report that their career is closer to Opinion A.  

 

This hypothesis tests the discussions on the dual economy in Japan. According to 

Broadbridge (1966), firm size is the most important factor leading to the occurrence of 

economic dualism in Japan. Furthermore, Koike (1983b) argues that the high growth of 

Japan’s economy was built on the sacrifices of a tremendous number of workers in small 

firms. More specifically, there are two ways for large Japanese firms to take advantage of 

small firms in Japan. First, the large Japanese firms use the small firms in order to reduce 

labor costs:  
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…not only do they subcontract the manufacture of components of their products 

to these firms, but they also directly subcontract for labor from small firms, some 

of which are even located on the premises of a larger “host” corporation (Koike 

1983b:89).  

Second, when the large firms need to reduce production/labor costs, in the first place, 

they lay off the workers in the small firms (subcontracting firms) in order to protect 

regular workers in the large firms. Lincoln and McBride (1987) specify such relations 

between larger and smaller firms in the form of keiretsu, or business groups. There are 

two kinds of grouping: 1) bank-centered groups (the main bank system) and 2) 

subcontract relations (Lincoln and McBride 1987:306). 

Thus, firm size is a factor critical to determining workers’ careers. Large firms 

can enjoy market control, higher wages, and more unionization compared with smaller 

firms (Ishida 1993; Clark 1979; Lincoln and Kalleberg 1985; Kalleberg and Lincoln 

1988). More specifically, “lifetime employment,” the “seniority system,” and workers’ 

benefits can be applied only to large firms. For example, Taira (1962) finds that lifetime 

employment applies to employees in corporations with 500 or more employees. On the 

other hand, Marsh and Mannari (1971) conclude that firms with more than 1,000 

employees use the lifetime employment system. Moreover, Cole (1979) found that the 

propensity of staying with first employers in Japanese corporations increases as firm size 

increases. I expect that workers who work in larger firms are more likely to have more 

income and a longer length of service and to prefer to stay with the same employers 

(Opinion A).  
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3.4 Economic Model 

In this paper, I consider firm-specific skills, general skills, experiences of 

changing employers, and employment types as economic variables. The theory of the 

internal labor market attaches importance to firm-specific skills. Many scholars (e.g., 

Koike, Aoki, Kalleberg, and Lincoln) attempt to explain the traditional Japanese labor 

market by using the theory. However, in the new system such as the performance-based 

payment system, general skills have become more important (e.g., Abe and Keizer). 

Moreover, more workers in Japanese corporations are building their own careers by 

changing employers because they may possess highly general skills. Lastly, as discussed 

in Chapter 1, the rise of non-regular workers is one of the conspicuous changes in the 

Japanese employment system. Scholars (e.g., Keizer) contend that Japanese corporations 

use non-regular workers to protect core workers from market uncertainties and reduce 

labor costs.   

3.4.1 Firm-specific skills 

H9: Workers who have more firm-specific skills are more likely to be regular 

workers, to be in authority positions, to have higher income, to report that it took 

more time to reach the authority positions, and to have longer lengths of service. 

Moreover, the workers are more likely to report that their career is close to Opinion 

A (stayer) and that each of seniority, retirement benefits, and corporate pensions 

are obstructive factors to a job change.  

 

“Firm-specific skills” in the internal labor market theory and transaction cost 

theory (Ouchi) has played a critical role in explaining the Japanese employment system 

(e.g., Koike 1983; Lincoln and McBride 1987; Aoki 1992; Keizer 2005). Doringer and 

Piore’s theory of the internal labor market (1971) consists of three factors: 1) new 
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workers start from the bottom of the career ladder (ports of entry), 2) learning skills and 

values through OJT, and 3) competing with co-workers for higher positions. First, 

Japanese corporations are careful in screening new graduates and then new graduates 

start from the lowest ranking and job title (there are some differences between college 

graduates and high school graduates). As discussed above, Wikins and Ouchi (1983) also 

argue that Japanese corporations prefer to hire new graduates because they can easily 

socialize the new graduates to accept the corporations’ values and objectives. Through 

OJT, the new graduates start to engage in relatively easy tasks and then they will be 

assigned to more difficult tasks gradually by rotating their workplace. As discussed above, 

during the OJT, workers develop firm-specific skills (e.g., social capital, intellectual 

skills, and contextual skills). Therefore, “seniority” from the internal firm labor market 

perspective becomes the best indicator of firm-specific skills. Similarly, such difficulty in 

measurement is characterized by one of the features of the “clan” type organization 

discussed above (Ouchi 1980). Instead of “explicit auditing and evaluation,” “long 

history and stable membership” becomes a critical factor to sustain the employment 

system (Wikins and Ouchi 1983:472). Lastly, Lincoln and McBride (1987:295) describe 

the competition for promotion in lifetime employment: “By encouraging lifetime careers 

within the same firm, competition for promotion among the presently employed, and 

skills not valued in the external labor market, companies foster dependence and loyalty in 

a workforce.” Therefore, I expect that workers who have more firm-specific skills are 

more likely to be regular workers, to be in authority positions, and to have higher income 

and longer length of service. In addition, they are more likely to prefer to stay with the 
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same employers (Opinion A) and to report that each of seniority, retirement benefits, and 

corporate pensions are obstructive factors to a job change.  

Past research tends to regard “length of service” as the proxy to measure firm-

specific skills:  

…the specificity [firm-specific skills] leads them to employ length of service 

rather than years of occupational experience as a measure of skill. It is because of 

this firm specificity of skill that wages rise according to length of service (Ono 

1989:2).  

However, the length of service might be the fallible indicator of firm-specific skills 

because we cannot be sure how intensive the in-house training that individuals receive 

during their length of service is. Therefore, Mincer and Higuchi (1988) point to the 

absence of empirical measures of job training. By using the employees’ self reports, 

Kalleberg and Lincoln (1988:134) measure firm-specific skills: how important informal 

learning and OJT are as sources of job skills. However, Kalleberg and Lincoln (1988:138) 

point to the weakness of measurement: “…this question does not address whether the 

employee received most of his training internally, only its effect on present required 

skills.” Koike (2002) describes this state of affairs as a “black box” in orthodox economic 

analysis. Instead of these indicators, Ahmadjian and Robinson (2001) use the wage as the 

indicator of firm-specific skills. However, it seems that the “wage” does not distinguish 

between the theoretical concept of the general and that of firm-specific skills because 

workers also can receive higher wages by developing general skills.  

 



81 

 

3.4.2 General Skills and the Experiences of Changing a Job 

H10: Workers who have more general skills are more likely to be in higher 

authority positions, to report that it took less time to reach the authority positions, 

and to have higher income. Moreover, the workers are more likely to report that 

their career is closer to Opinion B (leaver).  

 

H11: Workers who have experiences of changing a job are more likely to be non-

regular workers, to be in authority positions, to report that it took less time to reach 

the authority positions, to have higher income and to report that their career 

orientation is closer to Opinion B (Leaver).  

Japan has been struggling due to poor economic performance since the early 

1990s. This state of affairs has renewed the debate among scholars on the efficiency of 

the Japanese employment system (e.g., Jacoby 2005; Dore 2005; Vogel 2004; Abegglen 

2006; Aoki 2007). The weak economic performance of Japan since the Heisei Recession 

(in the early 1990s) has renewed the debate on the efficiency of the Japanese employment 

system. Two major changes in the Japanese employment system have stood out: the 

introduction of the “Seika Shugi Chingin Taikei” (performance-based payment system) 

and a decline in OJT. Both changes have had a critical impact on the internal labor 

market in Japanese corporations.        

 As discussed above, the Japanese employment system is characterized by the 

internal labor market. However, the economic malaise since the 1990s has resulted in the 

positive perception of the Japanese employment system among scholars coming under 

attack. In particular, Japanese scholars have advocated the introduction of a performance-

based payment system in order to change this state of affairs. In response, Japanese 

corporations have started to introduce performance-based payment systems (Arai 2007). 

By using this system, capable workers can be promoted faster than others regardless of 
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their age. In addition, the corporations can headhunt for capable individuals who have 

highly general skills in other corporations by offering a higher salary based on the 

performance-based payment system. Therefore, some capable workers can build their 

own careers by changing employers.  

 Japanese corporations no longer attach importance to the development of firm-

specific skills as discussed above. In other words, Japanese corporations do not value 

OJT through which workers develop firm-specific skills anymore. For example, the 

Sanwa Research Institute (2000) finds that the corporations are shifting their focus from 

OJT to Off-JT. Moreover, Japanese corporations are also selecting the workers to whom 

they will give training (OJT and Off-JT). This trend is contradicted by the traditional 

Japanese employment system under which all workers develop their skills mainly 

through OJT.  

 The extant research shows several reasons why Japanese corporations have 

shifted the importance toward general training as discussed above (e.g., Matsuzaka 2002, 

Lincoln and Nakata 1997, and Keizer 2009). One of the main reasons is Japan’s industrial 

shift. As Japan’s economy started to shift from manufacturing to service industries, the 

corporations started to place more value on general skills (e.g., Lincoln and Nakata 1997 

and Matsuzaka 2002). This declining demand for firm-specific skills has far-reaching 

implications for the function of the internal labor market in Japanese corporations. 

Matuzaka (2002:35) describes the implications as follows: 

(1) …if the productivity of firm-specific skills decreases, the effect of tenure on 

earnings becomes weaker. This reduces the incentive for workers to 
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accumulate their tenure, inducing greater turnovers, thus leading to a decline 

in permanent employment. 

(2) …assuming that the profile of the wage and marginal product of a worker 

follows the performance incentive hypothesis in the later stage of his work 

life,…the flattening of tenure-earnings profiles reduces the gap between his 

wage and marginal productivity. This means that mandatory retirement 

becomes less necessary. 

Thus, on the basis of these arguments, I expect that Japanese workers who have more 

general skills are more likely to be regular workers, to be in higher positions, to report 

that it took less time to reach their current positions, and to have higher income. 

Moreover, the workers are more likely to report that they prefer to change their 

employers to build their own career (Opinion B). This is Hypothesis 10. Similarly, I 

assume that some workers develop their own career by changing their jobs like American 

workers. Therefore, I expect that workers who have experiences of changing a job are 

more likely to be in authority positions, to report that it took less time to reach their 

authority positions, to have higher income and to report that their orientations are close to 

Opinion B (leaver).  

3.4.3 Employment Type 

H12: Regular workers are more likely to be in authority positions, and to report 

preferring to staying with the same firm to build their own careers (Opinion A), and 

to have higher income as compared to non-regular workers.  

Past studies on the Japanese employment system have ignored non-regular 

workers because they focused exclusively on regular workers in manufacturing industries 

that enjoy the benefits through internal labor markets (Keizer 2008). The rise in non-

regular employment is not a new trend. Gordon (1985) points to the fact that Japanese 
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firms have used non-regular workers since the 1970s. However, after Nikkeiren made the 

proposal (“Japanese Management for a New Era 1995), the trend accelerated. As 

discussed above, Nikkeiren officially proposed that Japanese corporations should have 

three kinds of employment types: the long-term employment group, professional group, 

and flexible group. Keizer (2009:413) describes this flexible group as “a peripheral group 

for simple routine tasks.” According to Keizer (2009), the main purpose of the rise in 

non-regular employment is to reduce labor costs rather than flexibility considerations. For 

example, Kezuka (2001) argues that many part-time workers repeat contract extensions 

and, therefore, they have relatively stable employment without the benefits which core 

workers can receive (e.g., family allowance and retirement benefits). Therefore, Passet 

(2003) describes these workers as “quasi-regular employees.”  

Thus, Kezuka (2001) and Passet (2003) depict only part-time workers. However, 

there are mainly six categories of non-regular workers as discussed above. In the present 

paper, I would like to simply categorize these categories into “non-regular workers” in 

order to grasp the entire scope of the new trend. As Kezuka (2001), Passet (2003), and 

Keizer (2009) point out, Japanese corporations regard non-regular workers as the tools to 

reduce labor costs and the workers work like regular workers without receiving the 

benefits in reality. However, following Nikkeiren’s proposal which emphasizes 

“flexibility,” I would like to hypothesize that regular workers are more likely to prefer to 

stay with the same firms to build their own careers (Opinion A), to have higher income, 

and are more likely to be in authority positions.   
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Chapter 4 

Research Methods 

4.1 Research Design 

I will perform a cross-sectional study by using the “Waakingu Paason Chosa” 

(Working person survey) provided by the Works Institute in 2008. In this cross-sectional 

study, I would like to compare the effects of cultural factors with those of economic 

factors on facets of workers’ careers at multiple levels (the national, industrial, 

occupational, and individual organization levels). Specifically, I focus on 5 facets of 

individual careers as dependent variables: 1) Employment type, 2) Ranking, 3) Speed of 

Promotion, 4) Job orientation, and 5) Obstructive factors to changing a job. In this model, 

there are ten independent variables: 1) Age, 2) Education, 3) Industry, 4) Occupation, 5) 

Length of service, 6) Firm size, 7) Firm specific skills, 8) General skills, (9) Experiences 

of changing a job, and 10) Employment type. I classify these variables into two 

categories: 1) Cultural factors at three different levels such as at the national level (age 

and education), field level (Industry and occupation), and organizational level (length of 

service and firm size), and 2) Economic factors (firm-specific skills, general skills, 

experiences of changing a job, and employment type.  

Japanese corporations are exposed to multiple institutions. First, the corporations 

are embedded in national culture. National institutions contributed to Japan’s success 

from the 1960s to the 1980s (Sako 2007). Specifically, national institutions imply 
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Confucianism. Culturalists (e.g., Abegglen and Nakane) argue that age and education are 

determinant factors for individual careers. For example, only workers who have a college 

degree are promoted to be in authority positions. In addition, older workers are supposed 

to mentor younger workers in Japanese firms characterized by family-like organizations. 

Second, each Japanese corporation belongs to a specific industry and different 

departments within each corporation are exposed to occupational culture. For example, as 

discussed above, the Japanese employment system in Japan’s manufacturing industry is 

considered to be a prototype of the Japanese employment system. However, as Japan’s 

economy has shifted from manufacturing to the service industry, different industries have 

come to have their own employment systems. Moreover, occupational skills have become 

more important among the corporations. Therefore, occupational culture also plays a 

decisive role in shaping the employment system. Lastly, different organizations have 

their own attributes such as firm size and length of service. In particular, firm size in 

Japanese firms is critical in order to provide the quality of employment as discussed 

above. For example, larger firms have more resources to provide better job training and 

employment benefits.    

By contrast, the economic perspective sheds light on the workers’ firm-specific 

skills, general skills, experiences of changing a job, and employment types. First, as for 

firm-specific skills, workers who develop firm-specific skills in the internal labor market 

over a long period of time (e.g., through job rotation) can receive employment security 

and fringe benefits (e.g., a corporate pension and retirement benefits) by offering the 
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firm-specific skills. Many scholars (e.g., Aoki, Koike, Keizer, and Chen & Kalleberg) 

apply this internal labor perspective to Japanese organizations.  

While having firm-specific skills plays a central role in explaining the Japanese 

employment system in the economic literature, Japanese corporations pay much more 

attention to general training/skills than before as discussed above. Workers who have 

general skills that are useful to other firms can change a job more often compared with 

workers who have more firm-specific skills. In addition, experiences of changing a job 

are indicative of general skills. That is, some workers develop their skills by changing 

their jobs. These variables shed light on a new trend among Japanese workers because the 

conventional wisdom underlying the Japanese employment system implies that the 

lifetime employment system is one of the fundamental employment practices in Japanese 

firms (e.g., Abegglen). Similarly, the increase in the number of non-regular workers is 

one of the conspicuous changes in the Japanese employment system (e.g., Sato 2005, 

Keizer 2008, Rebuick 2005). Existing research tends to make light of non-regular 

workers. In other words, scholars have unintentionally focused on regular workers when 

examining the Japanese employment system (Keizer 2010). However, it should be noted 

that since Nikkeiren, the Japanese Business Association, suggested that Japanese 

corporations should have a flexible type of employment in “Japanese Management for the 

New Era” in 1995, non-regular workers have come to play a critical role in the Japanese 

employment system. Therefore, I would like to use employment type as an independent 

variable as well as a dependent variable in this paper. In what follows, I will discuss these 

dependent and independent variables in detail.     
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4.2 Data 

I will perform secondary analysis research by using the “Waakingu Paason 

Chosa” (Working person survey) conducted by the Works Institute in 2008. This survey 

has been conducted in every other year since 2000. However, unfortunately, survey 

questions vary across different years. Therefore, I have chosen the 2008 survey because 

the survey is the latest. The purpose of this “Waakingu Paason Chosa” is to grasp the 

changes in the consciousness of individual workers owing to the social and economic 

changes in Japan.  

“Waakingu Paason Chosa” serves as a direct indicator of respondents’ firm-

specific skills. It has been difficult to measure Japanese workers’ firm-specific skills: “In 

orthodox economic analyses these skills [intellectual skills] have often been seen as a 

‘black’ box which has remained unexplained” (Koike 2002:391). Therefore, researchers 

have tended to look for alternative ways to measure firm-specific skills. One of the 

conventional ways of measuring the skills is “length of service” by using governmental 

data (Hara 2007). Ahmadjian and Robinson (2001) simply use the wage, assuming that 

high levels of human capital tend to be reflected in a corporation’s wage levels. Some 

other researchers (e.g., Hara 2007 and Kurosawa 2006) highlight OJT (on-the-job 

training) and Off JT (off-the-job-training). They rely on “Noryoku Kaihatsu Chosa” 

(NKC) (which, translated from Japanese into English means ‘basic survey of human 

resource development’). This survey has been the basis for the annual collection of 
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governmental data by the Ministry of Health, Labour and Welfare since 1979. In the 

NKC, corporations are asked if they engaged in either Off JT and OJT.  

While the focus of the NKC is on “corporations,” which provide the data on OJT 

and Off JT, the Japan Institute for Labour Policy and Training conducted a similar survey 

for individual workers (about 3,000) in 2005. It should be noted that the respondents were 

asked if they had received OJT and Off JT in the past 30 years. Thus, the conventional 

research does not provide direct indicators of firm-specific skills. Therefore, researchers 

use alternative indicators such as length of service, wage, and OJT and Off JT. However, 

in the “Waakingu Paason Chosa,” [translated “Working Person Survey”] the respondents 

were asked:  

Let’s say you have 100% working ability. What percentage of your ability is 

useful only for your corporation and what percentage of your ability is useful for 

other corporations?  

This question clearly asks the respondents if they possess firm-specific skills. 

Therefore, compared with other data as I discussed above, “Waakingu Paason Chosa” is 

a more direct indicator of individual firm-specific skills.  

4.3 Subjects  

The population studied in the “Waakingu Paason Chosa” consists of workers 

(regular employees and non-regular employees) who worked at least more than one day 

in 2008 and were aged between 18 and 59. It should be noted that students were excluded. 

The sample size is 6,500 (3,745 males and 2,755 females). The institute used area 

sampling. The areas surveyed were Tokyo, Kanagawa, Chiba, Saitama, and Ibaraki 
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(within about 30 miles of Tokyo). Table 3 describes the demographics of the samples 

according to age, industry, sex, and employment types.  

In order to validate the generalizability of the sample in the Working Person 

Survey, I would like to compare the Working Person Survey (2008) with the 

Employment Status Survey (2007). The Employment Status Survey was conducted by the 

Bureau of Statistics of Japan. This Bureau plays a vital role in the official statistical 

system in producing and disseminating official statistics: the Employment Status Survey 

aims to obtain basic data on the actual conditions of the employment structure at both the 

national and regional levels by surveying the usual labour force status in Japan (Ministry 

of Internal Affairs and Communications 2012). According to Huseman and Osawa 

(1995:10), the survey provides “detailed information about part-time, temporary, and 

other forms of nonregular employment.” The survey has been conducted at 5 year-

intervals. I chose the 2007 survey because the survey was conducted one year earlier than 

the Working Person Survey (2008).  

The sample size of the Employment Status Survey is 65,997.5. This sample size is 

about 100 times larger than that of the Working Person Survey (sample size 6,500).  

57.8% of the sample is male (38,174,8/65,977.5) and 42.2% is female in the Employment 

Status Survey. These ratios of male and female are almost the same as these for the 

Working Person Survey (male: 57.6% and female: 42.4%). The Employment Status 

Survey uses a stratified two-stage sampling method with the Enumeration Districts of the 

2005 Population Census. In the first stage, this Enumeration Districts are selected by 
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random sampling and then, in the second-stage, a specific number of residents are chosen 

from households living in the sample districts by random sampling. The employees 

sampled are more than fifteen years of age.  

Table 4 shows the number and ratio of persons engaged in work by sex and major 

industrial groups. In the Working Person Survey, the respondents are selected around the 

Tokyo area (within 30 miles of Tokyo) and therefore most of them do not engage in 

agriculture, forestry, fisheries, and mining (the total for all three groups is 0.1 percent). 

On the other hand, these three groups accounts for more than 4 percent in the 

Employment Status Survey. Other than these three groups, the figures in the table vary 

little among other major industrial groups.      

Table 5 shows the numbers and ratios of persons engaged in work by sex and 

major occupational groups in both the Employment Status Survey and the Working 

Person Survey. By comparing the major occupational groups between the two surveys, it 

is found that there are some differences. First, there are striking differences between the 

two in the production process and related work occupational group: 8.3 percent in the 

Working Person Survey and 26.9 percent in the Employment Status Survey. Second, 

there are relatively large differences (more than 5 percent) in the following occupational 

groups: specialist and technical workers, administrative and managerial workers, clerical 

workers, and service workers.  

Table 6 refers to gender and the type of employment, and there are only small 

differences found between the two surveys. However, as regards the age groups in the 
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surveys, there are some critical differences between the two surveys. It should be noted 

that respondents in the Working Person Survey are aged between 18 and 59, while those 

in the Employment Status Survey are over the age of 15. In particular, the Working 

Person Survey excludes respondents aged over 60. It seems that this is one of the critical 

weaknesses of this survey because Japan’s society is moving towards becoming an aging 

society and the older labor force is starting to play a critical role in Japanese society. For 

example, after Japanese workers retire at around 60 years old, some of them sign 

contracts to be non-regular workers in the same companies. Japanese usually start to 

receive the national pension when they are 65 years old. Therefore, before reaching that 

age, some of them have to work.  

 Table 7 shows the number and ratio of persons engaged in work by age group. 

The ratio of respondents aged between 25 and 24 in the Employment Status Survey is 

9.6%. On the other hand, that for the Working Person Survey is 13.7%. The ratio of 

respondents aged between 30 and 34 in the Employment Status Survey is 11.1%, while 

that for the Working Person Survey is 15.0%.  The ratio of respondents in the 35 to 39 

age group is 11.4%, while that for the Working Person Survey is 14.9%. Thus, it should 

be noted that the ratios for the younger age groups (18-39 years old: 

11.6%+13.7%+15.0%+14.9%=55.2%) in the Working Person Survey are strikingly 

higher in each of the young age groups (15-39 years old: 

1.6%+7.4%+9.6%+11.1%+11.4%=41.1%) in the Employment Status Survey.  
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As for respondents aged over 40 years old in both surveys, the ratio of each 

respondent aged between 40 and 44 (12.8%) and those aged between 45 and 49 (10.7%) 

in the Working Person Survey is still relatively larger than each of those (10.3% and 

9.9%) in the Employment Status Survey. However, the ratio of respondents aged over 50 

years old (10.0%+12.0%+7.4%+4.6%+2.6%+2.1%=38.7%) in the Employment Status 

Survey is larger than that in the Working Person Survey (9.8%+11.4%=21.2%). It should 

be noted that the Working Person Survey excludes workers aged over 60 from its subjects. 

Thus, in terms of age groups, the Working Person Survey might not be a representative 

sample.  

According to the Working Person Survey (2008), samples are drawn by using the 

area sampling method. 

Samples were collected by using the following procedures: 

1. Before visiting households “randomly”, researchers decided the number of 

workers for each employment type in each area from whom data should be 

collected.  

2. They picked up areas (within 30 miles of Tokyo) “randomly”. 

3. Researchers “randomly” visited households in the designated areas.  

4. Researchers asked if they had workers aged from 18 to 59 in the households 

and then, if they had, the researchers asked them to answer the questionnaire.  

5. In five days, they came back to pick up the filled-in questionnaire.  

 

According to Ujiie (2010), it has become extremely hard for research 

institutes/universities in Japan to obtain the Basic Resident Register (nationwide census) 

due to changes in the law related to the Basic Resident Register in 2006. Therefore, area 

sampling became very popular among them. However, Ujiie (2010) points out two 
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problems with the area sampling conducted by research institutes/universities in Japan. 

First, Ujiie (2010) contends that researchers should perform weighting in order to obtain 

unbiased estimates by correcting unequal selection probabilities. However, in practice, 

they tend to omit weighting. If the response rate is 100%, Ujiie (2010) claims that we do 

not need weighting. However, in reality, it is almost impossible to obtain a 100% 

response rate in any kind of survey. Therefore, it is important to use weighting to correct 

for unequal selection. However, Ujiie (2010) argues that if the response rate is too low, 

weighting will cause more serious issues: the sample cannot be a representative sample.  

The Recruitment Institute referred to in the Working Person Survey clearly says 

that they omit weighting. Unfortunately, the Working Person Survey (2008) does not 

publicly disclose the information regarding the response rate. Therefore, I do not know 

why they omit weighting. Taking into consideration the differences in the ratios 

discussed above, the sample in the Working Person Survey might not be a representative 

sample (a 14.1% difference between the young groups and a 17.5% difference between 

the old groups). Second, Ujiie (2010) points to the fact that people around Tokyo move 

very often. Even though researchers use the latest residential map, the residents might 

already have moved somewhere. It seems that the Working Person Survey also 

encountered this problem because the survey was conducted around the Tokyo area. In 

addition, the Recruitment Work Institute does not make the response rate public. The 

survey questions were developed in Japanese. Then, I translated the questions into 

English. No discrepancies were noted. In the survey there are seventy questions in total.   
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4.4 Dependent Variables 

In this section, I would like to provide descriptive statistics of each of the dependent 

variables (authority, promotion speed, stayer or leaver, obstructive factors to changing a 

job, employment types, income, and length of service).  

4.4.1 Authority Positions 

In past research on Japanese social organizations, seniority has been the most important 

factor determining ranking. The present paper attempts to examine which factors have the 

largest effect on ranking (cultural vs. economic variables). The survey question asks 

respondents about their job titles.  

Question: In your firm, which of the following job titles do you have?   

Respondents are to choose one of the following answers:  

1.Director class in managerial positions  

2. Director class in specialist positions  

3. Division head class in managerial positions  

4. Division head class in specialist positions  

5. Section head class in managerial positions  

6. Section head class in specialist positions  

7. None of the above ranking positions  

8. NO RESPONSE   

In this survey, hierarchy within a Japanese corporation consists of three levels of 

management: bucho (directors), kacho (division heads), and Kakaricho (section heads). 

In addition, below these three management positions, there are many obscure positions. 

The names of positions vary across different firms (Ohtsu 2000).  
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Table 8: Distribution of Respondent's Job Title 

RANK (N=6,500) Freq. Percent Cum. 

1. Director class in Managerial Pos. 362 5.57 5.57 

2. Director Class in Specialist Pos. 127 1.95 7.52 

3. Division Head Class in Managerial Pos. 394 6.06 13.58 

4. Division Head Class in Specialist Pos. 168 2.58 16.17 

5. Section Head Class in Managerial Pos. 504 7.75 23.92 

6. Section Head Class in Specialist Pos. 542 8.34 32.26 

7. No Title  4,397 67.65 99.91 

8. NO RESPONSE 6 0.09 100.00 

Total 6,500 100.00  

 

About 70 percent of respondents are ordinary workers (without a title). It should 

be noted that non-regular workers also are included. The purpose of this paper is simply 

to identify which factors have effects on authority positions. Therefore, I group the 6 

authority positions such as director class, division head class, and section head class into 

one category, AUTHO. According to the past literature, Japanese workers tend to identify 

themselves with their corporations rather than their occupations. Moreover, one of the 

conspicuous features of the Japanese employment practice is “job rotation.” Therefore, I 

do not make a distinction between the specialist/professional authority positions and 

other authority positions. I define this dummy variable in the following way: 

AUTHO = 1 if a respondent holds an authority position such as a director class, 

division head class, or section head class.  

       = 0 if a respondent has no authority positions.  
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Table 9: Frequency of Non Authority and Authority Positions 

 

 

 

4.4.2 Promotion Speed 

In extant research, Japanese workers in internal labor markets are more likely to 

be slowly promoted to authority positions such as division heads and directors. However, 

scholars (e.g., Nakata and Lincoln and Matsuzaka) having general skills become 

important among Japanese corporations as discussed above. Therefore, some Japanese 

corporations might headhunt the personnel who have highly valued general skills for 

them. In that case, such personnel can be in higher authority positions or take less time to 

be promoted to such positions regardless of their age.   

It should be noted that only regular workers answer the questions regarding the 

speed of promotion although some non-regular workers might be in authority positions 

(see the previous section). There are two survey questions on the speed of promotion. 

Both questions are for employees in authority positions.  

Question: How many years did it take to reach the section head level (N=538)?   

Question: How many years did it take to reach the directors level (N= 231)? 
 

 

AUTHO (N=6,500) 

 Freq. Percent Cum. 

0= Non Authority 4,403 67.74 67.74 

1= Authority 2,097 32.26 100.00 

Total 6,500 100.00  
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Figure 2: Number of Years to Reach the Division Heads Level   

Figure 3: Number of Years to Reach the Directors Level 
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Figure 2 shows the histogram for the years to reach the division heads level and 

Figure 3 shows the years needed to reach the directors level.  

4.4.3 Aspiration to Change a Job 

According to Lincoln and McBride (1987:303), lifetime employment is not a 

“contractual state, but a pervasive norm affecting the treatment of regular employees in 

Japan.” In other words, if either the employers or employees do not expect to establish 

long-term relations in the workplace, the employment cannot come into existence. The 

survey question only asks employees whether they prefer to stay in their companies or 

change employers to build their own careers. Therefore, the present paper cannot 

examine whether employers expect their workers to commit themselves to their 

companies.  

The survey question on career orientation is:  

By comparing the following opinion A and opinion B, which one is closer to your 

opinion or your career orientation? Opinion A is: It is beneficial for you to stay with the 

same firm for a long time. Opinion B is: It is beneficial for you to switch from one to 

another to build your career. All respondents (N=6,500) shall choose one of the following 

answers:  

1. Closer to Opinion A (Stayer) 

2. Somewhat closer to Opinion A (Stayer) 

3. Undecided  

4. Somewhat closer to Opinion B (Leaver) 

5. Closer to Opinion B (Leaver) 

Table 10 shows the distributions of career orientations. I create ordinal variables 

as follows: 
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1 = Closer to Stayer 

2 = Somewhat Stayer 

3 = Undecided 

4 = Somewhat Leaver 

5 = Closer to Leaver 

Table 10: Distribution of Respondents by Career Orientation 

CAREER Freq. Percent Cum. 

1 Closer to A 866 13.32 13.32 

2 Somewhat A 1,873 28.82 42.14 

3 Undecided 2,474 38.06 80.20 

4 Somewhat B 962 14.80 95.00 

5 Closer to B 325 5.00 100.00 

Total 6,500 100.00  

 

4.4.4 Obstructive Factors to Changing a Job 

Williamson (1981) argues that retirement benefits prevent workers from changing 

employers in obligational and relational markets. Japanese workers who developed firm-

specific skills do not change their firms because if they do change, their will lose some of 

their retirement benefits. This dependent variable is included to examine why they do not 

change employers. The survey question on obstructive factors in relation to changing a 

job is: If you want to change a job, which factors can be obstructive? All respondents 

(N=6,500) were allowed to choose multiple answers. 

1. My salary based on the seniority principle will decline (Frequency=1,488).  

2. Retirement allowance will decline (Frequency=1,000) 

3. Corporate pension will decline (Frequency=420). 

4. I am involved in debt from the present firm (Frequency=111). 

5. I cannot make a payment on the loan to financial institutions (Frequency=647). 

6. I cannot benefit from housing subsidies (e.g., company housing) 

(Frequency=152) 
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7. I cannot come up with the money for my children’s education 

(Frequency=961). 

8. I will lose bank credit (Frequency=263). 

9. I cannot obtain the understanding from my family (Frequency=867). 

10. My public image will be hurt (Frequency=291). 

11. My working experience and career will be useless (Frequency=1,422). 

12. My human relations will be useless (Frequency=1,078). 

13. There is an age limit to applying for a job (Frequency=2,373). 

14. I cannot come up with any ideas to find a job (Frequency=1,517).   

15. Other (Frequency=524) 

16. No response (Frequency=80)  

 

Figure 4: Frequencies of Obstructive Factors to Changing Jobs 
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Figure 4 shows the distribution of the obstructive factors. The highest peak is age. 

It should be noted that Japanese companies still have age discrimination when persons 

apply for jobs. Therefore, many respondents report that their age does not allow them to 

change jobs. Moreover, the seniority principle also has the second highest peak. This 

supports the conventional wisdom of the Japanese seniority system, in which older 
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people receive more compensation. I create three dummy variables: 1) SENIORITY (My 

salary based on the seniority principle will decline), 2) RETIREMENT (My retirement 

allowance will decline), and 3) CORPORATE PENSION (My corporate pension will 

decline). I can define these five variables in the following way:  

SENIORITY = 1 if a respondent chooses “My salary based on seniority will decline.” 

           = 0 otherwise.  

RETIREMENT = 1 if a respondent chooses “Retirement benefit will decline.”  

  = 0 otherwise.  

CORPORATE PENSION = 1 if a respondent chooses “Corporate pension will decline.” 

  = 0 otherwise. 

Table 11 shows the corrections among the dummy variables. It should be noted 

that the three variables such as SENIORITY, RETIREMENT, and PENSION are highly 

correlated.  

Table 11: Correlation of the Variables 
 SENIORITY RETIREMENT PENSION 

SENIORITY 1.000   

RETIREMENT 0.3817 1.000  

PENSION 0.2351 0.3389 1.000 

 

4.4.5 Employment Type  

The survey asks the respondents which employment type they belong to and they 

then choose one of the following employment types:  

1. Regular worker 

2. Contract worker  
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3. Arubaito (less working hours than part-time workers) 

4. Part-time worker  

5. Agency worker  

6. Outsourcing (exclusivity contract) 

7. Outsourcing (multiple contracts) 

 

One of the conspicuous changes in Japanese employment relations is the increase in non-

regular workers. Between 1999 and 2008, the percentage of non-regular workers (e.g., 

contract workers, arubaito, part time workers, agency workers, and outsourcing) 

dramatically increased from 24.9% and 34.1%. Regular workers are defined as those in 

“long-term full-time employment” (Ogura 2005). Moreover, regular workers receive 

various benefits (e.g., corporate pensions and retirement benefits) and strong employment 

protection. Non-regular workers usually do not have these benefits.  

There are four main types of non-regular workers: contract worker, arubaito, part-

time worker, agency worker, and outsourcing. Contract workers are hired directly by 

employers and have specialist skills on fixed-term contracts (Keizer 2008). Arubaito and 

part-time workers are also directly hired by employers. However, these two employment 

types do not have a clear-cut distinction (Rebick 2005; Keizer 2008). Part-time work is 

defined as “regular wage employment in which the hours of work are less than ‘normal’” 

(Kalleberg 2000). Specifically, Araki (2002) takes 35 hours a week as the dividing line. 

However, it is more often the case that part-time workers work as many hours as full-time 

workers (Houseman & Osawa 1998). Keizer (2008) views these part-time workers as 

“pseudo-part-timers.” On the other hand, arubaito work a smaller number of hours than 

part-time workers and most arubaito are likely to be in school. However, it should be 
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noted that students are excluded in this survey. Therefore, the classification between part-

time workers and arubaito in this survey relies on hours worked.    

 Agency workers (haken) are hired by employment or temporary agencies. In 

Japan, agency workers consist of two subcategories: continuous employment-based and 

registration-based employment. It should be noted that the continuous employment-based 

employment is unique to Japan because in the United States and Europe agency workers 

are generally engaged in short-term employment for a period (Ogura 2005). In general, 

both types of agency workers sign employment contracts with the agency and the client 

organization supervises the workers. However, outsourced workers in Japan are not 

supervised by the client organizations. In other words, outsourced workers do not need to 

receive orders from the client organizations as long as they follow orders from their 

agency.  

Table 12: Distribution of Respondents by Employment Type 

 

 

 

 

 

 

 

 

 

In this paper, I would like to focus on how regular and non-regular workers differ 

in terms of their careers. In other words, I pay less attention to the subcategories of non-

Employ Type Freq. Percent Cum. 

1.Regular  4,435 68.23 68.23 

2.Contract 230 3.54 71.77 

3.Arubaito 346 5.32 77.09 

4.Part-time 1,266 19.48 96.57 

5.Agency 138 2.12 98.69 

6.Outsourcing (Exclusivity) 61 0.94 99.63 

7.Outsourcing (Multiple) 24 0.37 100.00 

Total 6,500 100.00  
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regular workers. I simply categorize the six employment types of non-regular workers 

into non-regular workers (dummy variable). I define the dummy variable in the following 

way:  

REGULAR = 1 if a respondent is a regular worker. 

         = 0 otherwise.   

 

Table 13: Frequencies of Regular and Non-regular workers 

Em Type Freq. Percent Cum. 

0= Non-regular 2,065 31.77 31.77 

1= Regular 4,435 68.23 100.00 

Total 6,500 100.00  

 

 

4.4.6 Income 

As discussed earlier, scholars such as Lincoln, Kalleberg, Ono and Koike have 

done comparative research on US and Japanese compensation systems. They emphasize 

that employees’ age, firm-specific skills, and the number of employees’ family members 

are the most important determinant factors, while American firms attach more importance 

to general skills.  

Table 14: Mean and Standard Deviation of Logarithm Income 

Variable Obs Mean Std. Dev. Min Max 

lnINCOME 5709 5.730123 .8234758 1.609438 8.039157 
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Figure 5: Logarithm Income Distribution 
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4.4.7 Length of Service 

This variable is used to examine lifetime employment. I use this variable as both a 

dependent and independent variable. While this survey does not have a specific question 

regarding the length of service, respondents answer the following question: 

Question: When did you join the present firm? How old were you? 

In order to figure out the length of service, I simply subtract 2008 when the 

survey was conducted from the year in which each respondent joined the present firm.  I 

define LENGTH in the following way: 

LENGTH = 2008 – JoinAge.  
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Figure 6: Length of Service  
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Figure 6 shows the distribution of the length of service. The distribution is 

positively skewed. About 50 percent of respondents report that their years of service are 

less than 5 years. Therefore, in order to reduce this skew, I create a new variable 

(lnLength) which is equal to the natural logarithm of LENGTH.  
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Figure 7: Logarithm Length of Service  
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Table 15: Mean and Standard Deviation of Logarithm Length of Service 

Variable Obs Mean Std. Dev. Min Max 

lnLENGTH 5780 1.815755 1.077888 0 3.7612 

 

Table 16 shows the correlation between age and length of service. The two 

variables are highly correlated (0.556). 

Table 16: Correlation Between Age and Length of Service  

 AGE LENFIRM 

AGE 1.0000  

LENGTH 0.5556 1.0000 

 



109 

 

4.5 Independent Variables 

4.5.1 Age 

As discussed above, “age” is one of the most important determinants shaping the 

individual worker’s career in Confucian society. For example, there is the widespread 

norm that older persons should be respected and, in return, older persons should behave 

appropriately (e.g., give advice to younger persons). Therefore, “age” has decisive effects 

on income and authority positions in previous research. The survey asks the respondent’s 

age: How old are you?  Samples in the survey are aged between 18 and 59. The following 

tables consist of descriptive statistics regarding the respondent’s age. Figure 8 shows the 

distribution of age. There is one notable peak in Figure8. Respondents aged 34 years 

account for 4 percent of all respondents. The mean of age is 38 years old (Table 17).   

Figure 8: Distribution of Age 
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4.5.2 Education 

There is no doubt that education is critical for workers to develop their own careers the 

whole world over because education is a form of “certification” to guarantee a person’s 

skills. However, education in Japan is “learning as an end in itself or as a means to 

action” (Dore 1972:491). This thought of education is rooted in Confucianism. Therefore, 

graduating from university has a lot of implications as discussed above (e.g., potential 

and cultural conformity). Table 18 shows the distribution of respondents by education. 

About 38 percent of respondents started to work after graduating from high school. About 

29 percent of respondents started to work after graduating college. It should be noted that 

the percentage of technical/training school graduates (16.62) is relatively large.  

Table 17: Mean and Standard Deviation of Age 

Variable Obs Mean Std. Dev. Min Max 

AGE 6500 38.64923 11.19566 18 59 

 

Table 18: Distribution of Respondents by Education 

Education Freq. Percent Cum. 

1 Junior High School 299 4.60 4.60 

2 High School 2,482 38.18 42.78 

3 Technical/Training School 1,080 16.62 59.40 

4 Junior College  555 8.54 67.94 

5 Technical Junior College 102 1.57 69.51 

6 University 1,854 28.52 98.03 

7 Graduate School 119 1.83 99.86 

8 No Response 9 0.14 100.00 

Total 6,500 100.00  
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Table 19: Mean and Standard Deviation of Education 

Variable Obs Mean Std. Dev. Min Max 

EDU 6500 3.578769 1.80946 1 8 

I create one dummy variable. I define this variable in the following way: 

 UNI/GRAD = 1 when respondents have a college degree 

   = 0 otherwise. 

Japanese corporations are likely to attach more importance to college degrees than 

to Masters/PhD degrees. As discussed above, the corporations tend to prefer new college 

graduates who do not have any knowledge because it is easier for them to socialize the 

new recruits into their corporations’ values. Therefore, I include this dummy variable.  

4.5.3 Industry 

Japanese corporations are exposed to another institution (industry). It seems that 

industry effects play a critical role in the adoption of the employment system. Lincoln 

and Nakata (1997) and Matsuzaka (2001) point to the fact that Japan’s economy has 

shifted away from manufacturing towards service industries. Therefore, the employment 

system has started to attach more importance to occupational/general skills. This 

industrial shift causes the corporations in some industries to adopt alternatives. For 

example, Sako (2007) argues that relatively new industries (e.g., information technology) 

adopt a significant alternative to the Japanese prototype employment system. In the 

survey question, respondents choose one of 6 industries in which they work: 1) Raw 

materials industries, 2) Manufacturing, 3) Service, 4) Information, 5) Finance, 6) 

Wholesale and Retail, 7) Other, and 8) NO RESPONSE.  
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Figure 9 shows the distribution of industry. The industry with the largest 

percentage is the service industry, accounting for 37 percent of all respondents. The 

second largest percentage is manufacturing, accounting for about 21 percent. The third 

largest percentage is wholesale & retail, accounting for about 16 percent.  

Table 20: Distribution of Respondents by Industry 

INDUSTRY Freq. Percent Cum. 

1 Raw Materials 271 4.17 4.17 

2 Manufacturing 1,359 20.91 25.08 

3 Service 2,411 37.09 62.17 

4 Information 413 6.35 68.52 

5 Finance 367 5.65 74.17 

6 Wholesale & Retail 1,017 15.65 89.82 

7 Other 661 10.17 99.98 

8 NO RESPONSE 1 0.02 100.00 

Total 6,500 100.00  

   
 

Figure 9: Distribution of Respondents by Industry 
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I create 5 dummy variables: 1. Manufacturing, 2. Service, 3. Information, 4. 

Finance, and 5. Wholesale and Retail and define these variables in the following way: 

 MANUFACTURING = 1 if a respondent’s firm is in the manufacturing industry. 

 = 0 otherwise.  

 SERVICE = 1 if a respondent’s firm is in the service industry. 

        = 0 otherwise.  

 INFORMATION = 1 if a respondent’s firm is in the information industry. 

                   =otherwise. 

 FINANCE = 1 if a respondent’s firm is in the finance industry. 

                   = 0 otherwise.  

 Wholesale and Retail = 1 if a respondent’s firm is in the wholesale and retail 

industry 

                          = 0 otherwise.  

In accordance with the literature review, I consider manufacturing industry as the 

prototype of Japanese employment. The service and retail industries attach more 

importance to occupational skills. Therefore, it seems that their employment is different 

from the prototype. The finance and information industries are relatively new industries. 

Therefore, these industries may adopt an alternative to the prototype.  

4.5.4 Occupation 

A corporation consists of multiple occupations. In other words, a corporation 

should have different and appropriate employment systems to evaluate different 

occupations, and having different workers in different occupations results in a diversity 

of careers. Therefore, it is meaningful to examine the occupational effect on Japanese 

workers’ careers although past research argues that Japanese workers identify themselves 

with their corporations rather than occupations. In the survey question, respondents 
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choose one of the following 11 categories: 1) service, 2) security, 3) agriculture, fishery, 

and forestry, 4) information, 5) manufacturing, 6) management, 7) office, 8) sales, 9) 

professionals/specialists, 10) an occupation that cannot be categorized, and 11) NO 

RESPONSE. 

Table 21 and Figure 10 show the distribution of occupations. There are three 

notable occupations. First, about 27 percent of all respondents are office workers. The 

second largest occupation is specialists, accounting for 21 percent of all respondents. The 

third largest occupation is service, accounting for 17 percent of all respondents.  

I create five dummy variables: SERVICE, MANU, SALES, CLERK, and 

PROFESSIONAL/SPECIALIST 

SERVICE = 1 when respondents engage in service. 

                  = 0 otherwise. 

MANAGEMENT = 1 when respondents engage in management. 

= 0 otherwise.  

SALES = 1 when respondents engage in sales 

 = 0 otherwise.  

CLERK = 1 when respondents engage in clerical activities 

= 0 otherwise.  

PROFESSIONAL/SPECIALIST = 1 when respondents engage in specialist tasks  

= 0 otherwise.  

Lincoln and Nakata (1997) refer to occupational skills in service and retail 

“industries” as discussed above. However, the present paper extends their argument to 

service and retail “occupations.” Moreover, clerical occupations have been regarded as 



115 

 

marginalized occupations in extant research on Japanese corporations. I would like to 

examine whether the occupation is still marginalized.  

Table 21: Distribution of Respondents by Occupation 

OCCUPATION Freq. Percent Cum. 

1. Service 1,130 17.38 17.38 

2. Security 76 1.17 18.55 

3. Agri, Fish, Forestry 7 0.11 18.66 

4. Information 317 4.88 23.54 

5. Manufacturing 542 8.34 31.88 

6. Management 590 9.08 40.95 

7. Office 1,789 27.52 68.48 

8. Sales 461 7.09 75.57 

9. Specialists/professionals 1,375 21.15 96.72 

10. UNABLE TO CATEGORIZE 207 3.18 99.91 

11. NO RESPONSE 6 0.09 100.00 

Total 6,500 100.00  

 
 

Figure 10: Distribution of Respondents by Occupations 
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As regards professional/specialist occupations, according to this survey, the 

questionnaire lists more than 100 professionals across industries. There are some main 

professional groups: researchers, engineers, architects, programmers, consultants, nurses, 

medical doctors, lawyers, and accountants. Professionals in Japanese business 

organizations have never attracted so much attention among researchers as discussed 

above. Moreover, they might have different careers from workers in other occupations.  

4.5.5 Interaction Variables 

One of the conspicuous changes in the Japanese employment system is the rise of 

non-regular workers. Therefore, past studies tend to give scant attention to non-regular 

workers. However, in this research, I would like to make a clear distinction between 

regular and non-regular workers by using interaction variables. I also have five 

interaction variables: regular workers in manufacturing occupations, regular workers in 

information occupations, regular workers in finance occupations, and regular workers in 

manufacturing occupations in manufacturing industries. One of the conspicuous changes 

in the Japanese employment system is the rise of non-regular workers. Therefore, it is 

meaningful to have these interaction variables.   

4.5.6. Firm Size 

According to extant research, the Japanese economy embraces industrial dualism as 

discussed above. In particular, workers in larger firms tend to have more employment 

benefits (e.g., family allowances and better retirement benefits). In the survey questions, 

respondents choose one of the following answers:  
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1. Less than 4 workers 

2. 5-9 workers 

3. 10-19 workers 

4. 20-29 workers 

5. 30-49 workers 

6. 50-99 workers 

7. 100-299 workers 

8. 300-499 workers 

9. 500-999 workers 

10. 1000-1,999 workers 

11. 2,000-4,999 workers 

12. More than 5,000 workers 

13. Public Employees  

14. NO RESPONSE 

 

Table 22 and Figure 11 show the distribution of firm size. In Figure 13, there are 

three notable peaks. The highest one is the range between 100 and 299 workers, 

accounting for about 12 percent of all respondents. The second highest is the range 

between 10-19 workers accounting for about 11 percent of all respondents. The third 

highest is the range for more than 5,000 workers.  

It should be noted that I have deleted 13. Public Employee and 14. No Response 

in my models.  

4.5.7 Length of Occupation 

While American workers tend to stay in the same occupation and develop general 

skills by changing employers, Japanese workers are more likely to stay in the same 

corporations and to develop firm-specific skills. Therefore, less attention has been paid to 

the length of occupations. However, recent developments in Japanese employment imply 

that Japanese corporations have started to attach more importance to general training. In 
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other words, the length of occupations might have larger effects on the work careers as 

compared with the past. 

Table 22: Distribution of Respondents by Firm Size 

 

 

 

 

  

 

SIZE Freq. Percent Cum. 

1. Less than 4 workers 353 5.43 5.43 

2. 5-9 workers 605 9.31 14.74 

3. 10-19 workers 697 10.72 25.46 

4. 20-29 workers 405 6.23 31.69 

5. 30-49 workers 584 8.98 40.68 

6. 50-99 workers 626 9.63 50.31 

7. 100-299 workers 813 12.51 62.82 

8. 300-499 workers 353 5.43 68.25 

9. 500-999 workers 409 6.29 74.54 

10. 1,000-1,199 workers 327 5.03 79.57 

11. 2,000-4,999 workers  330 5.08 84.65 

12. More than 5,000 workers 673 10.35 95.00 

13. Public Employees 244 3.75 98.75 

14. NO RESPONSE 81 1.25 100.00 

Total 6,500 100.00  
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Figure 11: Distribution of Respondents by Firm Size  
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Table 23: Mean and Standard Deviation of the Logarithm Length of Occupation 

Variable Obs Mean Std. Dev. Min Max 

lnLENOCC 5729 1.824363 1.02216 3.7612 
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Figure 12: Distribution of Respondents by Logarithm Length of Occupation 
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4.5.8 Firm-specific Skills 

Having firm-specific skills is one of the critical factors determining Japanese 

workers’ careers. In the prototype of the Japanese employment system, the workers 

commit themselves to their corporations and develop their firm-specific skills over a long 

period of time. It is hard to measure the firm-specific skills. Due to this measurement 

difficulty, the corporations use seniority as their measure. Therefore, researchers often 

use the length of service as the proxy for “firm-specific skills.”  
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In the survey there is a question regarding firm-specific skills: 

Let’s say you have 100% working ability. What percentage of your ability is 

useful only for your corporation and what percentage of your ability is useful for 

other corporations?  

 

Respondents were asked to write the percentage for each firm-specific and 

general skill. In this paper, I focus on the percentage for firm-specific skills. Figure 13 

describes the distribution of frequency based on the percentage of firm-specific skills. It 

should be noted that more than 60 percent of respondents reported that their firm-specific 

skills account for more than 50 percent of their total skills. If we take a look at Figure 14, 

we will see that there are three notable peaks. The highest peak is the range between 50-

55 percent. This range accounts for about 26 percent of respondents. The second highest 

peak is the range between 70 and 75 percent, accounting for about 17 percent of 

respondents and the third highest peak is the range between 80 and 85 percent, 

accounting for about 16 percent of respondents. The distribution of firm-specific skills is 

relatively negatively skewed.  
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Figure 13: Distribution of Frequency by Firm-specific Skills 
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Table 24: Mean and Standard Deviation of Firm-specific Skills 

Variable Obs Mean Std. Dev. Min Max 

SPECIFIC 6482 61.34449 20.31037 0 100 

 

4.5.9 General Skills 

Past economic studies emphasize that Japanese workers possess firm-specific 

skills and, therefore, they have lifetime employment as discussed above. However, 

according to Abe and Hoshi (2007), Japanese corporations have started to attach more 

importance to general training than before. Moreover, Jacoby (2005) points to the fact 

that Human Resource departments which used to play a vital role in rotating workers 
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among many departments to develop firm-specific skills have been shrinking because 

they do not need firm-specific skills.  

The survey asked the workers the following question: 

Question: How important is the systematic knowledge of your field/occupation when you 

engage in your job? Choose one of the following:  

 

1.Sufficient 

2. Good amount  

3.Neither 

4.Little 

5.None 

6.No Response  

 

I recoded the answers as follows: 

1.None 

2.Little 

3.Neither 

4.Good amount 

5.Sufficient 

*I have dropped “6. No Response.” 

4.5.10 Experiences of Changing a Job 

Changing employers has been very uncommon for Japanese workers. However, 

the recent changes in Japanese employment have initiated the trend toward changing a 

job. For example, one of the conspicuous changes is the performance-based payment. 
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Figure 14: Distribution of Frequency of General Skills  

 

  A survey question asks if a respondent had an experience of quitting a job. 
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Table 25: Distribution of Respondents by Number of Times to Quit a Job 

QUITTIME Freq. Percent Cum. 

1 Never 2,347 36.11 36.11 

2 One Time 1,736 26.71 62.82 

3 Twice 1,076 16.55 79.37 

4 Three Times 672 10.34 89.71 

5 More than Four times 663 10.20 99.91 

6 NO RESPONSE 6 0.09 100.00 

Total 6,500 100.00  

 

 

Table 26: Mean and Standard Deviation of Numbers of Times 

Variable Obs Mean Std. Dev. Min Max 

Job Change 6500 2.320923 1.33049 1 6 

 

It should be noted that respondents who never had experience of quitting a job 

account for roughly 36 percent in this survey. This percentage probably contradicts the 

conventional wisdom of lifetime employment in Japan. Moreover, respondents who have 

the experience of quitting a job more than twice account for about 36 percent of the total. 

I create a dummy variable, JCHANGE, and identify this variable in the following way: 

JCHANGE = 1 if a respondent quit a job more than one time. 

           = 0 otherwise.  

4.6. Models, Significance Tests, Missing Data, and Diagnosis 

I conduct 10 sets of regression analyses: 6 logistic regressions and 4 OLS 

regressions. Each of the dependent variables such as Authority, Seniority, Retirement, 
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Pension, and Regular Workers is a categorical variable. Therefore, I perform logistic 

regressions for each of these five variables. Aspiration to stay with the same employers is 

an ordinal variable. Therefore, I perform an ordinal logistic regression for this variable. 

Each of the number of years to reach the position of a division head, or that of a director, 

as well as income and length of service are continuous variables. Therefore, OLS will be 

applied.  

Table 27 shows the number of observations for each variable. It should be noted 

that the number of observations in terms of the #years to be a Division Head and the # 

years to be a Director are each much smaller than that of other variables (538 and 231, 

respectively) because the Working Person Survey allows only workers in positions of 

authority such as division heads and directors to answer the question: How many years 

did it take to reach the authority positions? The following variables such as lnINCOME 

(income), InLENGTH (length of service), and LnLENOCC (Length of Occupation) have 

about 800 missing observations each. These missing data might give rise to misleading 

results by using the bias. Therefore, one of the best ways to assess the accuracy of the 

estimator in the missing data situation is the bootstrap method (Efron 1994). A bootstrap 

refers to “a process of repeatedly drawing random samples, with replacement, from the 

data at hand” (Hamilton 2006: 383). I use the bootstrap method in this paper. I compare 

the original results (table 28-37) with those obtained using the bootstrap method (table 

38-47) in the following results section. Lastly, table 48 shows the correlations among all 

of the independent variables. There seems to be no serious problems.  
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Chapter 5 

Results 

5.1 Authority 

Table 28 shows the results of the logistic regressions of the cultural and economic 

variables on authority. The dependent variable, “authority” is dichotomous (1=authority 

positions, 0=no authority positions) as discussed above. I tested six hypotheses (H1, H2, 

H7, H9, H10, and H12). First, the finding in Table 1 is consistent with H1: Workers who 

are older are more likely to be in authority positions. A one-year increase in age increases 

the odds of being in an authority position by 38% (exp[1.38]). In addition, there is a 

significant relationship between workers with education and authority (H2). The odds of 

being in authority positions are 90% higher for workers with college degrees than for 

those with no college degrees (exp[1.90]). Moreover, length of service is significantly 

associated with authority (H7). A one-year increase in length of service increases the 

odds of being in an authority position by 8% (exp[1.08]).  

However, it should be noted that the data in Table 1 do not support Hypothesis 9: 

Workers who have more firm-specific skills are likely to be in an authority position. 

Instead, firm-specific skills are negatively associated with authority. A one-unit increase 

in firm-specific skills decreases the odds of being in an authority position by 1% 

(exp[.995]). Due to the lack of the clear measure of firm-specific skills, the length of 

service has been the proxy used to measure firm-specific skills in past research as 
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discussed above. This finding suggests that firm-specific skills should be regarded as 

having an intrinsically different effect from the length of service (B=.076), length of 

occupation (B=.007), and age (B=.324). While having firm-specific skills is negatively 

correlated with being in an authority position, having general skills plays a critical role of 

being in an authority position (B=.49). This finding supports Hypothesis 10. In the theory 

of the internal labor market, having firm-specific skills plays a critical role in explaining 

the Japanese employment system. Economic explanations of the Japanese employment 

system rely on firm-specific skills as discussed above. By going up the job ladder, 

workers in the internal labor market develop their own skills (firm-specific skills). 

However, contrary to the widespread agreement, the finding is inconsistent with the 

theory of the internal labor market and, moreover, general skills have a strong effect 

(z=9.39).  

I do not have any hypotheses regarding industry and occupation. However, Table 

1 shows that there are several significant and positive associations between each of the 

two (manufacturing and service) industries and being in an authority position 

(Manufacturing B=.857 and Service B=.87). There is no doubt that the management 

occupation should be an authority position. However, each of the service and sale 

occupations also has a significant effect on the authority positions as compared to other 

occupations (service .75 and sales .79). These findings might indicate that Japanese firms 

attach importance to these occupations to which they used to pay less attention (Matsuo 

2006). Moreover, professional has a significant positive effect on authority (B=.38). 

While each of the sales and service occupations has a significant effect, an occupation as 
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a clerk has no significant association with authority positions. This is consistent with the 

widespread agreement that clerical occupations are more marginalized in Japanese 

corporations (e.g., Koike).      

Regarding the length of occupation and job change, both variables are based on 

the assumption that workers develop their general skills: as workers develop their general 

(marketable) skills through sticking to the same occupations and changing employers, 

they build their own careers. According to past research, while the length of occupation 

plays a critical role in American firms, the length of the occupation is not the determinant 

factor to be in an authority position (e.g., Kalleberg and Lincoln 1988). My finding is 

consistent with past research: there is no significant relationship between length of 

occupation and authority. Similarly, there is no significant relation between job change 

and authority positions.  

By examining the standardized coefficients (z-scores) in Table 1, I can compare 

the effects of cultural and of economic variables on authority. Except for management 

(occupation), length of service has the largest effect on the authority position (z = 10.48). 

Age has the second largest impact on authority (z = 10.28). University also has a 

relatively large effect on authority (z = 7.75). On the other hand, among the economic 

variables, employment type (regular workers) and general skills have the largest effects 

on authority (regular z=10.13 general skills = 9.39). It seems that national institutions 

(age and education) and organizational attributes (length of service) still play important 

roles in determining positions of authority. Table 38 shows the bootstrap logistic 
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regression of authority. As the logistic regression results indicate, the bootstrap shows the 

same results.  

5.2 Aspiration 

As discussed above, the dependent variable is ordinal (1=Stay, 2=Close to Stay, 

3= Neither, 4=Close to Leave, and 5=Leave). I tested 12 hypotheses (H2, H3, H4, H5a, 

H5b, H6, H7, H8, H9, H10, H11, and H12). In addition, in order to compare the effects of 

the independent variables on the dependent variable, I use standardized coefficients (z-

scores).  Table 29 shows the ordinal logistic regression. 

 First, the data in Table 29 do not support Hypothesis H2: Workers who have a 

college degree are more likely to report that their career orientation is closer to staying 

(i.e., it is beneficial to stay with the same firm for a long time). Instead, the workers with 

a college degree are more likely not to choose to STAY. The odds of choosing LEAVE 

are 32% higher for workers with a college degree than for those with no college degree 

(exponent[1.32]). Workers with a college degree are more likely to prefer to change 

employers as compared to workers with no college degree. This finding is inconsistent 

with past research (e.g., Dore, Koike, and Ouchi). The past literature argues that there is 

social contract between Japanese workers and their corporations which secure lifetime 

employment. Therefore, the literature assumes that Japanese workers with a college 

degree would like to stay with their firms for a lifetime and that Japanese corporations 

also pick up applicants with a college degree who can commit themselves to their 

corporations.  
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The findings in Table 29 are consistent with Hypothesis 7: Workers who have 

longer years of service are more likely to choose to be a STAYER. A one-year increase 

in the length of service increases the odds of choosing STAYER by 2.6 % (exp [.974]). In 

addition, the finding in Table 29 supports Hypothesis 9: Workers who have more firm-

specific skills are more likely to choose STAYER. A one-unit increase in firm-specific 

skills increases the odds of choosing STAYER by .93% (exp[.990]). This finding 

supports previous research: as workers develop firm-specific skills, they stay with the 

same employers. However, it should be noted that workers who have more general skills 

are also more likely to prefer to stay with the same firms (B = -.129). That is, a one-unit 

increase in general skills increases the odds of choosing STAYER by 12% (exp[.878]). 

This finding contradicts the theory of the internal labor market (reject H10). In other 

words, even though Japanese workers possess general skills that are useful to other 

corporations, they prefer to stay with the same firms. As regards industry and occupation, 

there are no significant relationships between any of the industries and occupations and 

aspiration (Reject H3, H4, H5a, H5b, and H6). In addition, firm size has no significant 

association with choosing STAYER. This finding does not support my hypothesis (H8). 

It should be noted that Japanese workers who have more experience of changing jobs are 

more likely to choose STAYER (B=.454). This finding does not support H11.  

 Nikkeiren suggested three types of employment careers: core, flexible, and 

professional careers in 1995 (“Japanese Management in the New Era”). In particular, 

academic discussions have regarded flexible careers as non-regular workers’ careers (e.g., 

Keizer). Nikkeiren have encouraged both employers and employees to be more flexible. 
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Therefore, I hypothesize that non-regular workers are more likely than regular workers to 

choose LEAVER. However, the findings in Table 29 do not support H6 (professional 

occupation) and H12 (non-regular workers).  

  Lastly, I would like to compare the effects of independent variables on the 

workers’ aspiration to change jobs/stay with the firm. Table 29 shows the z-scores 

(standardized coefficients) for the independent variables. The variable with the greatest 

effect on STAYER (Opinion A) is firm-specific skills (z = -7.83). This is followed by 

length of service (z= -5.49). In addition, general skills (z = -4.02) has a relatively big 

impact on STAYER. Job Change has the largest effect on choosing LEAVER (z = 6.87).  

College graduate has the second largest effect on choosing LEAVER (z = 2.98). Lastly, it 

should be noted that workers with a college degree are more likely to prefer to change 

employers as compared to workers with no college degrees. Table 39 shows the bootstrap 

logistic regression of aspiration. As for the logistic regression’s results, the bootstrap 

shows the same results.  

5.3. Promotion Speed 

In this research, I have continuous variables of promotion speed as dependent 

variables (how many years to reach each of the division heads and directors). Table 30 

presents the results of the regressions of cultural and economic variables on years to 

reach the division head position and Table 31 shows the results of the regressions of 

those variables on years to reach the level of a director. I tested six hypotheses (H3, H4, 

H8, H9, H10, and H11) in these two tables. As discussed above, the past literature (e.g., 
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Lincoln; Cappeli) argues that rapid promotion is common within the information, finance, 

and service industries (H4), while slow promotion is the norm in conventional industries 

such as manufacturing (H3). In other words, the first three industries (service, 

information, finance, and retail) value more general skills (occupational skills). On the 

other hand, firm-specific skills are more critical for manufacturing industries and more 

time tends to be needed to be promoted in those jobs in which workers develop their 

firm-specific skills.  

Table 30 (Division Head) shows that except for the retail industry (B=-1.983), 

there are no significant relationships between each of the service, information, and 

finance industries and years of experience needed to reach the position of division head. 

My findings only support the relationship between the retail industry and the number of 

years needed to reach the division heads level. In other words, it takes less time to reach 

the division head level in the retail industry. However, in Table 30, there are no 

significant relationships between each of the four industries and the number of years 

needed to reach the level of a director although there is a significant relationship between 

the manufacturing industry and the number of years required to reach the level of a 

director.  

Moreover, Tables 30 and 31 also show that firm-specific skills are significantly 

and positively associated with the number of years required to reach the position of a 

division head (B=.342) and of a director (B = .252). By contrast, general skills are 

significantly and negatively related to the number of years needed to reach the position of 
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a division head (B=-1.278) and a director (B = -1.05). That is, workers who have more 

firm-specific skills are more likely to report that it took more time to reach authority 

positions (H9). On the other hand, workers who have more general skills are more likely 

to report that it took less time to reach the positions of authority (H10).  

Regarding size, the findings in Table 30 and Table 31 support Hypothesis 8: 

Workers in larger corporations are more likely to report that it took more time to reach 

the positions of authority (Division head B=.342 Directors B=.252). These findings imply 

that large Japanese corporations still have a finely-graded job ladder in their internal 

labor markets. Therefore, the workers may take more time to reach positions of authority. 

Regarding university, I do not have the hypotheses to test education. However, although 

in Table 5 there is no significant relationship between university and the years needed to 

reach the position of a division head, there is a significantly and negatively relationship 

between university and the years needed to reach the position of a director (B = -1.206).  

In other words, until workers are promoted to the position of a division head, having a 

college degree might be important to determine the speed of promotion. However, the 

degree becomes so decisive as past research argues in determining the number of years 

needed to reach the position of a director. Tables 40 and 41 each show the results of the 

bootstrap logistic regression in terms of the number of years needed to become a division 

head and a director, respectively. As to the results of the logistic regression, the bootstrap 

regression shows the same results.  
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5.4 Obstructive Factors to Changing a Job 

 I have three dummy dependent variables (1. Seniority-based payment, 2. 

Retirement benefits, and 3. Corporate pension) as the reasons why workers do not quit 

their jobs. Tables 32, 33, and 34 show the logistic regression results of regressing cultural 

and economic variables on each of the obstructive factors. In these tables, I tested four 

hypotheses (H3, H4, H7, and H9).  

Regarding the industrial and occupational effects on each of the three factors, 

there is a significant relationship between manufacturing and retirement (B=1.528). The 

odds of choosing “retirement” as an obstructive factor are 361% higher for workers in the 

manufacturing industry than for those in other industries (Exp[4.61]). This partly 

supports Hypothesis 3: Workers in a manufacturing occupation in the manufacturing 

industry are more likely than those in other industries to report that each of seniority, 

corporate pension, and retirement benefits is an obstruction to changing jobs. However, 

the findings in Tables 32 and 34 do not support this hypothesis because there is a no 

significant relationship between manufacturing and each of seniority and corporate 

pension. In addition, regular workers in a manufacturing occupation are less likely to 

choose retirement as the obstructive factor (B= -1.633): the odds of choosing “retirement 

benefits” are 81% lower for the workers in manufacturing occupations than for those in 

other occupations. This finding implies that blue-collar workers might not receive 

retirement benefits on the contrary to Koike’s argument of “White-collarization” that 
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blue-collar workers also take similar careers and receive similar benefits to those of 

white-collar workers.   

 Regarding other industries such as information and finance, each of them has a 

significant effect on choosing corporate pension (information B=1.67 and finance B = -

14.38). The odds of choosing “corporate pension” are 431% higher for workers in the 

information industries than for those in other industries. The odds are 465% lower for 

workers in the finance industry than for those in other industries. These findings partially 

support H4: Workers in the finance industry are more likely to report that the corporate 

pension is not an obstructive factor than those workers in other industries. However, this 

is not the case in the information industry.   

Regarding services and sales as occupations, each of them is significantly and 

negatively related to seniority (service B= -.300 and sale B = -.33): The odds of choosing 

seniority are 26% lower for workers in service occupations than for those in other 

industries and the odds are 29% lower for workers in sales occupations than for those in 

other occupations. These findings might support the view that the workers’ compensation 

system is not based on the “seniority discipline” and, therefore, they are less likely to 

choose the reason as compared to those in other industries.  

 One of the measures of the internal labor market theory, Length of service, is also 

significantly and positively related to each of seniority and retirement benefits (seniority 

B =.555 and retirement benefits B= .035). A one-year increase increases the odds of 

choosing seniority by 5% (exp[1.05]) and a one-year increase increases the odds of 
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choosing retirement by 3% (exp[1.03]). These two findings partly support H7: Workers 

who have more years of service are more likely to report that each of seniority and 

retirement benefits is an obstructive factor in changing a job. However, there is no 

significant relationship between length of service and corporate pension. It seems that the 

length of service is not reflected in corporate pensions. Firm-specific skills, another 

indicator used to measure the internal labor market, has no significant relationship with 

any of the obstructive factors. This finding does not support the transaction cost theory 

which assumes that workers who develop firm-specific skills do not quit their jobs 

because they have retirement benefits.   

 Firm size has consistent and significant effects on all of the three obstructive 

factors (seniority B=.055, retirement benefits B=.123, and corporate pension B=.103). A 

one-unit increase in firm size increases the odds of choosing seniority by 3% (exp[1.03]. 

A one-unit increase in firm size increases the odds of choosing retirement benefits by 

13% (exp[1.13]) and, lastly, a one-unit increase in firm size increases the odds of 

choosing a corporate pension by 10% (exp[1.10]). These three findings clearly support 

the view that workers in larger corporations can receive better benefits (H8).  

Based on an examination of the z-scores in all three tables, firm size and regular 

workers have large effects on each of the three obstructive factors. There is no doubt that 

regular workers are supposed to have the largest effects on these factors because there is 

widespread agreement that regular workers receive benefits related to retirement and 

seniority. However, it should be noted that regular workers have the largest effects only 
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on seniority (z=5.57). Other than seniority, corporate size is the decisive factor when it 

comes to choosing retirement benefit (z=6.97) and corporate pension (z=6.02). I would 

like to conclude that, as the past literature argues, that Japanese large corporations offer 

better benefits for workers as compared to smaller firms. Tables 42, 43, and 44 present 

the bootstrap logistic regressions of each of seniority, corporate pensions, and retirement 

benefits. The bootstrap shows similar results to those for the logistic regression.  

 5.5 Employment Types 

I test three hypotheses (H9 and H11). Table 45 shows the logistic regression of 

the employment type of determinants. It should be noted that firm-specific skills has a 

negative and significant effect on regular. In other words, the workers who have more 

firm-specific skills are less likely to be regular workers: a one-unit increase in firm-

specific skills decreases the odds of being regular workers by .006% (exp[.994]). This 

finding does not support Hypothesis 9: Workers who have more firm-specific skills are 

more likely to be regular workers. On the other hand, general skills have positive and 

significant effects on being a regular worker: a one-unit increase in general skills 

increases the odds of being a regular worker by 31% (exp[.1.31]). These findings 

contradict those of past research. According to the theory of the internal labor market, 

having firm-specific skills is essential to being a regular worker because employers and 

employees spend a long time developing the requisite skills. However, my results show 

that having general skills is important in order to be a regular worker.  
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The data in Table 45 also support Hypothesis 11: Workers who have more 

experience of changing a job are less likely to be regular workers (B=-.963). A one-unit 

increase in experience decreases the odds of being a regular worker by 61% (exp[.381]). 

As regards the industrial and occupational effects on the employment type, workers in the 

retail industry are more likely to be non-regular workers (B=-.755).  Workers who engage 

in service occupations are more likely to be non-regular workers (B=-.607). These 

findings are consistent with the extant research. However, workers in sales occupations 

are more likely to be regular workers (B=1.46). This finding, however, does not support 

the extant literature. Z-scores in Table 45 show that university, age, and length of service 

have strong effects on being regular workers (university: z=9.05, age: z=8.25, and length 

of service: z=11.37). Sales occupation, firm size, and general skills have relatively strong 

effects on being regular workers (sales occupation: z=7.46, firm size: z=7.34, and general 

skills: z=6.20). Table 45 shows the bootstrap logistic regression for employment type 

(regular workers). As for the logistic regression’s results, the bootstrap leads to the same 

results.  

5.6 Income 

 Table 36 shows the regression of (log) income on the determinants. I test seven 

hypotheses (H1, H2, H7, H8, H9, H10, and H11). At first, of the national cultural 

variables, each of age and university has a significant and positive effect on income (age 

B=.015 and university B=.226). These findings support H1 and H2. Moreover, each of 

the organizational attribute variables such as length of service and firm size has a 
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significant and positive effect on income (length of service: B=.017 and firm size: 

B=.021). These findings also support my hypotheses (H7 and H8). However, firm-

specific skill, one of the economic variables, is negatively and significantly associated 

with income. That is, workers who have more firm-specific skills are likely to have less 

income (B=-.001). This is not consistent with past research and does not support 

Hypothesis 9. Instead, general skills, another economic variable, has a significant and 

positive relationship with income (B=.095) and supports Hypothesis 10: Workers who 

have more general specific skills are more likely to have higher income.  

Moreover, workers who have more experiences of changing a job are likely to 

have higher income (B=.046). This finding supports Hypothesis 11: Workers who have 

more experience of changing a job are more likely to have higher income. These two 

findings (general skills and job changes) indicate new phenomena regarding Japanese 

workers’ careers. According to past research (e.g., Kalleberg and Lincoln 1988), 

skills/job content does not shape Japanese manufacturing workers’ earnings. Instead, age 

and education give rise to significant increments in earnings. However, these findings 

show that Japanese workers who have general skills/ experience of changing employers 

contribute to significant increments in income. In addition, workers who have more firm-

specific skills are likely to have less income. From a cultural perspective, a Japanese 

worker who changed his/her job was supposed to be stigmatized as a “betrayer” of his/her 

firm as a community and, therefore, it was not common for them to receive a higher 

income after changing a job (e.g., Nakano). However, this result shows that workers who 
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had the experience were likely to have higher income. It seems that changing a job has 

becomes socially acceptable.  

From an economic perspective, as Japanese workers develop their firm-specific 

skills for their lifetime, their income goes up. In other words, past research treats firm-

specific skills as a determinant of income. However, this result shows that the skills do 

not contribute to producing the increment. Instead, workers who have more firm-specific 

skills are likely to have less income. Instead, general skills contribute to increments in 

income. The present paper does not examine the relationship between general skills and 

changing a job among Japanese workers. This relationship should be examined in future 

research.   

Although I do not have the hypotheses to examine industrial and occupational 

effects on income, each of the manufacturing and information industries has a significant 

and positive effect on income (manufacturing B=.249 and information: .408). On the 

other hand, workers in the retail industry are likely to have lower income (B= -.099) as 

compared to those in other industries. Regarding occupations, each of services and being 

a clerk has a negative effect on income (service: B=-.127 and clerk: B=-.153). It should 

be noted that regular workers in manufacturing occupations are likely to have lower 

income than those in other occupations (B=-2.31). This finding shows that there is 

income inequality between blue-collar and white-collar workers in Japanese corporations. 

Moreover, although workers in the information industry are likely to have higher income, 
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regular workers in information-related occupations are likely to have lower income 

compared with those in other occupations.  

The Z-scores in Table 36 present standardized coefficients to facilitate a 

comparison among the variables. Regular workers have the largest effect on income (z 

=.51). Age and length of service have the second largest effect on income (both z sores 

= .19). Moreover, university also has a relatively large effect on income (z=.12). These 

findings are consistent with Kalleberg and Lincoln (1988)’s research in that age and 

length of service have stronger effects on income as compared to job/occupational 

characteristics. In addition, Pudelko (2006) argues that the seniority discipline still plays 

a critical role in determining income in Japan compared with Germany and the United 

States. However, it should be noted that each of general skills and job change contribute 

to the increments in income although each of them has a smaller effect on income as 

compared to age and length of service (general skills: z=.09 and job change: z=.02). 

Table 46 shows the bootstrap logistic regression of log income. The bootstrap shows 

similar results to those of the logistic regression.  

5.7 Length of Service 

Table 37 presents the results for the regression of length of service on various 

determinants. I test 3 hypotheses (H2, H6, and H9). Regarding university, there is a 

negative and significant relationship between university and length of service (B= -.556). 

This finding does not support Hypothesis 2: Workers who have a college degree are more 

likely to have longer service. In addition, this finding contradicts past studies such as 
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Abegglen, Nakane, and Dore. However, this finding seems to support the findings in 

Table 37: workers who have college degrees are more likely to prefer to change 

employers (Opinion B). I would like to hazard the conclusion that workers with college 

degrees do not expect to commit to their companies for their lifetime and thus change 

their employers. In other words, Japanese companies fail to select recruits who can 

commit themselves to their corporations for a lifetime.   

The finding in Table 37 supports Hypothesis 6: Workers in professional 

occupations are more likely to have a shorter length of service (B=-.910). This finding 

might indicate that Japanese workers have started to embrace professionalism. Moreover, 

there is a significant relationship between firm-specific skill and length of service 

(B=.013). This finding supports Hypothesis 9: Workers who have more firm-specific 

skills are more likely to have longer lengths of service. However, general skills also have 

a significant and positive effect on the length of service (B=.173). These results imply 

that even though Japanese workers possess general skills, they might not change 

employers. Table 47 shows the effect of the bootstrap logistic regression on the length of 

service. The bootstrap shows similar results to those of the logistic regression.  
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Chapter 6 

Conclusions 

6.1 Continuity of Seniority Discipline in the Japanese Employment System?  

The seniority principle has been considered to be one of Japan’s economic 

success factors (Lincoln 1989). However, after Japanese corporations started to adopt the 

performance-based payment system, the corporations started to abandon the principle. In 

reality, Japanese media and scholars still cannot grasp to what extent the corporations 

adopted the performance-based payment system or abandoned the seniority principle. 

One of the reasons is that it is so hard to define what exactly the system is as discussed 

above. Therefore, some research institutes or scholars argue that the majority of Japanese 

corporations have already adopted the new system. For example, according to JILPT 

(2005), 57.8% of Japanese firms have adopted the new system.  Similarly, Frenkel (1994) 

claims that most Japanese corporations have replaced the old system with the Western 

performance-based payment system. On the other hand, other scholars claim that the 

corporations continue to use the seniority principle (e.g., Sasajima 1993). Ornatowski 

(1998) observed that about 10% of large Japanese companies had abandoned the seniority 

principle to evaluate compensation and promotion.  

Thus, scholars cannot agree on the extent to which Japanese corporations adopted 

the performance-based payment system or abandoned the seniority principle due to the 

definition problem. As discussed above, there are many types of performance-based 
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payment system. Many scholars point to the fact that Japanese corporations had to adopt 

the performance-based payment system in order to reduce labor costs because the 

economic crisis did not allow them to sustain the age-based payment system (e.g., Vogel 

2006).  

Under the performance-based system, the workers’ skills (general 

skills)/immediate performance became the determinants for income, authority positions, 

and the speed of promotion. However, the present paper shows that the workers’ age still 

plays a more important role in determining income and authority positions as compared 

to their skills. The Japanese performance-based payment system seems to be an enduring 

key ingredient in the Japanese employment system. One important question remains as to 

why the Japanese corporations have sustained the seniority principle. I would like to 

suggest that Japanese corporations can justify the workers’ authority and income by using 

the seniority principle. In other words, as long as they follow the principle, their workers 

can feel “fairness.” Therefore, the seniority principle still remains. From an economic 

perspective, the cultural account might be irrational because economists tend to overlook 

the important role of “fairness” (Baron 1988 and Rees 1993). 

In the case of “fairness” among Japanese workers, scholars and Japanese mass 

media raised the question about “fairness” in the workplace in the 2000’s. Beginning in 

the mid-1990s, Japanese media and scholars advocated the performance-based system. In 

response, Japanese corporations started to adopt the performance-based system. However, 

in the 2000’s, the Japanese corporations were faced with the problem of the workers’ low 



146 

 

morale caused by the performance-based system. For example, Jo (2004) wrote a 

bestseller, “An Insider’s View of the Collapse of the Performance-based System at 

Fujitsu.” Jo (2004) observed the process of the collapse of the performance-based system 

as an employee at Fujitsu. In his book, the workers started to focus only on their 

performance without thinking of others. At the same time, Fujitsu did not have 

knowledge/skills to evaluate workers. For example, Nikkei Sangyo Shinbun (05/05/1996) 

reports: 

“Evaluators are suffering from the evaluation system. They cannot always 

evaluate their men objectively...They should have enough experience to evaluate 

their men” (Nikkei Sangyo Shinbun 05/05/1996).  

Under the seniority principle the evaluation had been very simple because their 

promotion and compensation had been shaped by their age. In other words, under the 

performance-based system, the Japanese corporations had to start to pay elaborate 

attention to what skills/performance/achievements there were.  

 According to Keizer (2009), Japanese corporations recognized this danger and 

they therefore attempted to limit the performance-based principle. Therefore, he 

concludes that the seniority principle remains an important criterion for evaluating 

workers.  Since I only performed cross-sectional analysis, I cannot conclude that the 

seniority principle has recurred among Japanese corporations. However, I do find that the 

seniority principle as a national institution still  remains steadfast in Japanese 

corporations.     



147 

 

 Although the workers’ age still has a powerful effect on holding a position of 

authority and income, my findings suggest that having general skills plays an important 

role in the speed of promotion. Past research argues that education is the most important 

factor in determining the speed of promotion. However, I find that having general skills is 

more important to faster promotion than education in the form of a college degree. This 

finding implies that Japanese corporations may attach more importance to general skills. 

In addition, general skills have relatively strong effects on income and on being in 

authority positions. On the other hand, having firm-specific skills has a negative effect on 

being a position of authority and income. How can I explain these findings? It is because 

these findings completely contradict the arguments presented in extant research.  

 From an economic perspective such as the theory of the internal labor market and 

transaction cost theory, Japanese employees start work on the bottom rung of the job 

ladder right after they graduate from college. As they get older, they develop firm-

specific skills and go up the ladder. However, it is very difficult to measure these firm-

specific skills. Therefore, corporations use the seniority principle. In addition, this 

principle prevents workers from fiercely competing with each other. Instead, the principle 

underscores the “cooperation” among workers. Therefore, older workers can pass down 

their firm-specific skills to younger workers because they do not need to regard the 

younger workers as “competitors” within their companies. Moreover, providing benefits 

such as retirement benefits discourages workers from changing employers. Thus, firm-

specific skills seem to be central to explaining the Japanese employment system from an 

economic perspective. However, the present paper shows that firm-specific skills do not 
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have positive effect on income, being in a position of authority, or the speed of promotion. 

Instead, the effects play a negative role: workers who have more firm-specific skills are 

likely to have lower income, to be in positions with less authority, and take more time to 

reach the authority positions. So how can I explain this fact which contradicts so much of 

the literature? 

 As discussed above, the Japanese corporations have started to experience a shift 

in their training from firm-specific training to general training. Therefore, they have 

started to provide more general training by outsourcing the training to other companies. 

Jacoby (2005) performs a comparison of human resource departments between American 

companies and Japanese companies. According to Jacoby (2005), large Japanese 

companies had to shrink their HR departments to reduce their labor costs. Therefore, 

Jacoby (2005:135) argues that large Japanese corporations tended to outsource their HR 

activities such as training more than American companies did. This trend seems to 

indicate that Japanese corporations started to attach importance to general training. 

Therefore, having general skills has relatively powerful effects on income, being in a 

position of authority, and the speed of promotion.  

6.2. The End of Lifetime Employment?  

 Lifetime employment is not a “contractual state, but a pervasive norm affecting 

the treatment of regular employees in Japan” (Lincoln and McBride 1987). Therefore, 

there are many measurement problems pertaining to shaping the scope of lifetime 

employment (Cole 1972). I shed light on the normative perspective of lifetime 
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employment. In other words, if either an employee or his/her employer does not expect to 

establish a long-term relationship to work, the lifetime employment cannot be formed. In 

this respect, “aspiration to stay with or change their employers” is a good measure of 

lifetime employment although this survey question is asked only to employees.  

Lifetime employment has been characterized as one of the important features of 

the Japanese employment system. In general, a new recruit enters into a Japanese firm 

after he/she graduates from his/her school (high school or university) and receives 

various kinds of training and commits himself/herself to the company for a lifetime. 

Therefore, it is extremely important for Japanese corporations to choose the right people 

who are able to work for their lifetime because the corporations expect them to work until 

they retire. If they choose incapable workers, the corporations will have a big problem 

because, under lifetime employment, Japanese corporations are supposed to secure the 

worker for his/her lifetime (until he/she retires). Therefore, the screening process for 

choosing a new recruit is extremely strict. For example, the large corporations usually 

conduct interviews more than 6 times to make sure they select the right people for their 

corporations. Japanese corporations make an elaborate effort in this regard. For example, 

some corporations give a special interview, referred to as the Atsupaku Mensetsu. This 

interview tests the new recruits’ stress tolerance (Hayashi 2009). For example, 

interviewers ask some impolite questions such as: Why did you graduate from such a 

party school? Is it possible for you to get this job? Interviewers observe their reactions 

and answers by asking such questions.  
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 Although it seems that the Japanese corporations make such efforts, the workers 

prefer to change their employers to build their own career. Dore (2000:57) points to the 

fact that Japanese society is becoming a less homogeneous society and, in particular, 

some Japanese are become more individualistic: 

An increasing number of middle-class children have had the experience of 

schooling abroad, often in countries where individualistic standing-apart from the 

mob is admired rather than seen as a sign of dangerous selfishness. Affluence 

makes possible a much wider choice of individualistic, non-organization joining 

ways of making a living, a far more varied range of lifestyles. And in the matter 

of economic behavior, the transpacific migration of MBAs and Ph.D.s already 

mentioned has succeeded in diffusing widely as principle – if not always principle 

which determines practice – the doctrines of neoclassical economics which 

elevate the basic precepts of individualism to the status of axioms. 

Thus, Dore (2000) observes the shifting of Japanese society towards being more 

individualistic. It seems that young Japanese workers are also becoming more 

individualistic. A high turnover rate among young Japanese workers has become a 

problem. According to Jo (2006), one third of university graduates quit their first 

employer within the first three years. Jo (2006) admits that external markets have become 

mature in Japan. However, he points to the mismatch between the young workers and 

their corporations. In other words, the young workers expect to do what they are 

interested in before they start to work. However, in reality, they have to do boring routine 

work for the first several years. Therefore, the young workers tend to feel they are 

“mismatched” in their workplace.  

 As discussed above, Japanese corporations attach importance to general skills. 

Interestingly enough, having general skills contributes more to having the aspiration to 
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stay with the same firm than does having firm-specific skills. This is contrary to the 

common wisdom that workers who have general skills are more likely to have the 

aspiration to change a job to build their own career.  In the case of Japanese workers, 

even though they possess general skills which can be useful to other corporations, they 

would not like to change employers. As discussed above, many Japanese corporations 

have started to outsource their training to human resource companies. Therefore, 

Japanese workers perceive that they are developing general skills through such training. 

Economically, as long as the corporations offer the training to the workers, the workers 

are willing to stay with the corporations because they do not pay for the training. 

However, there appears to be one question that remains, which is how the corporations 

recoup their investment if the workers quit.  

 I also examine the reason why Japanese workers do not quit their jobs. Scholars 

view the employment system in the manufacturing industry as a prototype system. 

Therefore, I predict that workers in the manufacturing industry choose all of the reasons 

as the obstructive factors. However, they do not quit a job because of retirement benefits. 

The question as to why none of the three factors are the reason why they do not quit their 

jobs should be a question for future research because it seems that the research pays less 

attention to the relationship between such benefits and the stability of the workforce in 

Japanese corporations. Moreover, large Japanese corporations can afford to provide better 

benefits to their workers because size is an important factor for the workers to choose all 

three obstructive factors.  
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6.3. The Reason for Changing the Employment System 

Although the seniority principle still plays a critical role in the Japanese 

employment system, the results provide an important indication of the change: having 

general skills has a strong effect on the individual workers’ career. As discussed above, 

Japanese corporations have shifted the importance from firm-specific training to general 

training. Behind this critical shift, Nikkeiren, the Japanese employers’ association, has 

played a decisive role because Nikkeiren promotes self-development under the concept of 

“employability.” 

According to Smith (2010), the concept of employability originated from Kanter’s 

formulation (1995): 

Employability security is based on a person’s accumulation of human and social 

capital –skills regulation, and connections – which can be invested in new 

opportunities that arise inside and outside the employee’s current organization. 

No matter what changes take place, the theory runs, workers who continually 

improve their skills and can make their abilities known through a network of 

firms are in a better position to find employment – with the current employer, 

with another one, or on their own (Smith 2010:280).    

Nikkeiren imported this individualistic concept of employability into Japanese business. 

In “Establish Employability” (1999), Nikkeiren argued that Japanese companies should 

focus more on human resource development central to individual needs. In an age-based 

system, Japanese employees depended too much on their companies because their 

corporations asked for “wa” (harmony among employees). As a result, the personalities 

of employees tended to be standardized or uniform. In other words, the companies did not 

foster self-directed personnel able to compete in the labor market. Furthermore, under the 
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age-based system, employees followed a single-trade career. Therefore, the age-based 

system was not the most suited to competitive mid-career workers such as specialists.  

In order to solve these problems, Nikkeiren stressed the need to adopt a “flexible 

type of employment,” advocating “interactive employability.” In interactive 

employability, employees make efforts to improve human capital to be evaluated in 

external labor markets and at the same time a corporation also helps them improve their 

skills by providing general training. Kenji Kanno, the chief of the HR department of NEC, 

said, “I want to foster specialists who can be evaluated outside my company. It is 

necessary to foster individuals who can sell themselves outside their company. It is not 

good to ‘select a big tree for your shelter [in the old Japanese employment system, 

individuals depend on their company]’” (Nikkei Sangyo Shinbun 10/16/1995). Similarly, 

the Japanese media reported that Japanese corporations attempted to foster individual 

employees in order to be competitive in the external labor market (Gaku Komiyama, the 

director of Kirin Brewery Nikkei Sangyo 1998/01/13, Katsuhiko Hirai, the president of 

Toray Corporation Nikkei Shinbun 1998/06/04, and Keiichi Takahara, the president of 

UniCharm Corporation Nikkei 1998/06/09).  

Thus, the concept of “employability” encourages the Japanese firms to provide 

general training and it is much easier for individualistic workers (especially younger 

workers) to accept this concept and focus on the development of their own general skills 

which are useful in the external labor market. As my findings show, Japanese 

corporations attach great importance to general skills. The present paper is based on 
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cross-sectional data (2008). Therefore, I admit that I should not discuss the shifting of the 

Japanese employment system towards a more market-based employment system. 

However, my results imply that having general skills is important for the Japanese 

workers to build their own careers.  

 



155 

 

Appendix  
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Table 4: Number and Ratio of Persons Engaged in Work by Sex and Industrial Major Groups 

(Employment Status Survey and Working Person Survey) 

  Sex Number (Employment Status Survey) Ratio (Employment Status Survey) (%) 

Industry Both Sexes Male Female Both Sexes Male Female 

ALL 65,977.5 38,174.8 27,802.7 100.0 100.0 100.0 

  Agriculture 2,481.1 (6) 1,398.9 (4) 1,082.2(2) 3.8 (0.1) 3.7 3.9 

  Forestry 49.8 42.7 7.1 0.1(-)* 0.1(-) -(-) 

  Fisheries 218.4 160.1 58.3 0.3(-) * 0.4(-) 0.2 (-) 

  Mining 29.9 26.2 3.7 0.1(-) * 0.1 (-) (-) 

  Construction 5,470.6 4,629.8 840.8 8.3 (7.6) 12.1 3.0 

  Manufacturing 11,623.4 7,920.9 3,702.5 17.6 (16.6) 20.7 13.3 

  Electricity, gas, heat supply and 

water 
377.7 334.6 43.1 0.6 (0.8) 0.9 0.2 

  Information and communications 2,255.5 1,629.6 625.9 3.4(6.4) 4.3 2.3 

  Transport 3,269.9 2,670.8 599.1 5.0 (6.6) 7.0 2.2 

  Wholesale and retail trade 11,457.2 5,644.8 5,812.4 17.4(15.6) 14.8 20.9 

  Finance and insurance 1,714.3 798.5 915.8 2.6 (5.6) 2.1 3.3 

  Real estate 1,048.3 629.2 419.1 1.6 (1.4) 1.6 1.5 

  Eating and drinking places, 
accommodations 

3,479.8 1,415.1 2,064.7 5.3 (6.6) 3.7 7.4 

  Medical, healthcare and welfare 5,957.5 1,390.7 4,566.8 9.0 3.6 16.4 

  Education, learning support 2,977.3 1,330.8 1,646.5 4.5 (3) 3.5 5.9 

  Compound services 512.2 321.2 191.0 0.8 (11.6) 0.8 0.7 

  Services not elsewhere classified 8,640.0 4,918.7 3,721.3 13.1 (5.9) 12.9 13.4 

  Government not elsewhere classified 2,184.7 1,681.8 502.9 3.3 (3.8) 4.4 1.8 
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Table 5: Number and Ratio of Persons Engaged in Work by Sex and Occupational Major Groups 

(Employment Status Survey and Working Person Survey) 

 

  Sex Number (Employment Status Survey) Ratio (Employment Status Survey) % 

Ratio 

(Working 

Person 
Survey) % 

Occupation Both Sexes Male Female Both Sexes Male Female Both Sexes 

ALL    65,977.5    38,174.8    27,802.7           100.0      100.0      100.0  100.0 

Specialist and technical 

workers 
     9,646.7      5,093.7      4,553.0             14.6         13.3         16.4  21.2 

Administrative and 

managerial workers 
     1,797.2      1,596.6         200.6               2.7           4.2           0.7  9.1 

Clerical workers    13,329.6      5,172.0      8,157.6             20.2         13.5         29.3  27.5 

Sales workers      8,886.7      5,478.2      3,408.5             13.5         14.4         12.3  7.1 

Service workers      6,701.8      2,283.2      4,418.6             10.2           6.0         15.9  17.4 

Security workers      1,093.3      1,027.7            65.6               1.7           2.7           0.2  1.2 

Agriculture, forestry and 

fisheries workers 
     2,710.1      1,624.5      1,085.6               4.1           4.3           3.9  0.1 

Transport and 
communication workers 

     2,115.8      2,025.3            90.5               3.2           5.3           0.3  4.9 

Production process and 

related workers 
   17,734.4    12,726.2      5,008.2             26.9         33.3         18.0  8.3 



 

158 
 

1
6

0
 

Table 6: Number and Ratio of Employees by Sex and Type of Employment (Employment Status 

Survey and Working Person Survey) 

  Sex Number (Employment Status Survey) Ratio (Employment Status Survey) 

Ratio 
(Working 

Person 

Survey) 

Type of employment Both Sexes Male Female Both Sexes Male Female 
Both 
Sexes 

Employees (excluding 

executive of company or 

corporation) 

53,262.5 29,735.0 23,527.5 100.0 100.0 100.0 100.0 

Regular employees 34,324.2 23,798.7 10,525.5 64.4 80.0 44.7 68.2 

  Part-time workers 8,855.0 915.0 7,940.0 16.6 3.1 33.7 19.5 

Arubaito (temporary 

workers) 
4,079.9 2,058.6 2,021.3 7.7 6.9 8.6 5.3 

Dispatched workers from 
temporary labor agency 

1,607.5 609.3 998.2 3.0 2.0 4.2 2.1 

Contract employees 2,254.8 1,163.3 1,091.5 4.2 3.9 4.6 3.5 

Entrusted employees 1,058.6 658.2 400.4 2.0 2.2 1.7 1.3 

  Others 1,042.9 506.3 536.6 2.0 1.7 2.3 
 

--- 
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Table 7: Number and Ratio of Persons Engaged in Work by Age Group in Employment Status 

Survey and Working Person Survey 

  Type of employment Ratio Ratio 

  (Employment Status Survey) (Working Person Survey) 

Age     

  All 100 100 

B 15 to 19 years old 1.6 1.65* 

O 20 to 24 7.4 11.6 

T 25 to 29 9.6 13.7 

H 30 to 34 11.1 15 

  35 to 39 11.4 14.9 

S 40 to 44 10.3 12.8 

E 45 to 49 9.9 10.7 

X 50 to 54 10 9.8 

E 55 to 59 12 11.4 

S 60 to 64 7.4 --- 

  65 to 69 4.6 --- 

  70 to 74 2.6 --- 

  75 years old and over 2.1 --- 
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Table 27: Number of Observations  

Variable Obs Mean Std. Dev. Min Max 

Dependent Variables      

AUTHORITY  6500 .3226154 .4675129 0 1 

ASPIRATION (to change a employer) 6500 2.693385 1.03693 1 5 

#of years to be a Division Head 538 14.24164 6.394333 1 37 

#of years to be a Director 231 18.8961 7.597913 1 35 

SENIORITY (obstructive factor to change employers)  6500 .2289231 .4201719 0 1 

RETIREMENT (obstructive factor to change employers) 6500 .1538462 .360829 0 1 

PENSION (obstructive factor to change employers) 6500 .0646154 .2458649 0 1 

lnINCOME (Income) 5709 5.730123 .8234758 1.609438 8.039157 

REGULAR (Regular workers)  6500 .6823077 .4656149 0 1 

Independent Variables      

AGE 6500 38.64923 11.19566 18 59 

AGE2 6500 1619.086 891.9312 324 3481 

University (University graduate) 6500 .2852308 .451559 0 1 

Manufacturing Industry 6500 .2090769 .4066807 0 1 

Service Industry 6500 .3709231 .4830891 0 1 

Information Industry 6500 .0635385 .2439477 0 1 

Finance Industry 6500 .0564615 .2308286 0 1 

Retail Industry 6500 .1564615 .3633203 0 1 

Service Occupation 6494 .1740068 .3791445 0 1 

Management Occupation 6494 .0908531 .2874222 0 1 

Clerk Occupation 6494 .2754851 .4467928 0 1 

Sales Occupation 6494 .0709886 .2568256 0 1 

Professional Occupation 6494 .2117339 .4085687 0 1 

lnLENGTH (Length of Service) 5780 1.815755 1.077888 0 3.7612 

lnLENOCC (Length of Occupation) 5729 1.824363 1.02216 0 3.7612 

SIZE (Firm-size) 6175 6.335547 3.364835 1 12 

SPECIFIC (Firm-specific skill) 6482 61.34449 20.31037 0 100 

KNOW1 (General Skills) 6498 4.706679 .7868914 2 6 

JCHANGE1 (Job Change) 6500 .6389231 .4803497 0 1 
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Table 28: Logistic Regression of Authority on Determinants  

Independent  

Variables 

Authority (1=Authority Positions 0= No Authority Positions) 

B S.E. Z Exp (B) 

Age .324*** .032 10.28 1.38 

Age
2
 -.004*** .000 -10.05 .996 

College Degree .643*** .083 7.75 1.90 

Manufacturing (Industry) .857* .440 1.95 2.36 

Service (Industry) .870** .331 2.63 2.39 

Information (Industry) 1.077 .641 1.68 2.93 

Finance (Industry) -.848 1.133 -.75 .428 

Retail (Industry) .283 .155 1.83 1.33 

Service (Occupation) .754*** .146 5.17 2.13 

Management (Occupation) 3.537*** .241 14.66 34.4 

Clerk (Occupation) .145 .135 1.08 1.16 

Sales (Occupation) .799*** .167 4.77 2.22 

Professional (Occupation) .381** .135 2.82 1.46 

Regular Workers in 

Manufacturing  
-.610 .444 -1.38 .543 

Regular Workers in Information -.660 .651 -1.01 .517 

Regular Workers in Finance .476 1.140 .42 1.61 

Regular Workers in Service -.909** .329 -2.77 .403 

Regular Workers in Manuf. .140 .210 .67 1.15 

Length of Service .076*** .007 10.48 1.08 

Length of Occupation .007 .006 1.06 1.01 

Firm Size .012 .011 1.09 1.01 

Firm-Specific Skills -.005** .002 -2.65 .995 

General Skills (Knowledge) .491*** .052 9.39 1.63 

Job Change .064 .102 .63 1.07 

Regular Workers 2.823*** .279 10.13 16.8 

Constant -13.623 .745 -18.30  

     

Pseudo R2 .4132    

Observations 6438    

*P<0.05, **P<0.01, ***P<0.001     B= Unstandardized coefficient  Z = Standardized Coefficient  
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Table 29: Logistic Regression of Aspiration  

Independent  

Variables 

Aspiration  

B S.E. Z Exp (B) 

Age .042** .016 2.58 1.04 

Age
2
 -.001*** .000 -3.32 1.00 

College Degree .171** .057 2.98 1.19 

Manufacturing (Industry) -.018 .151 -.12 .98 

Service (Industry) .026 .112 .23 1.03 

Information (Industry) .347 .246 1.41 1.41 

Finance (Industry) -.105 .262 -.40 .90 

Retail (Industry) .102 .095 1.07 1.11 

Service (Occupation) .101 .088 1.14 1.11 

Management (Occupation) .140 .114 1.23 1.15 

Clerk (Occupation) .104 .083 1.25 1.11 

Sales (Occupation) .090 .115 .78 1.09 

Professional (Occupation) .187* .088 2.13 1.21 

Regular Workers in 

Manufacturing  
-.061 .164 -.37 .94 

Regular Workers in 

Information 
.121 .265 .46 1.13 

Regular Workers in Finance -.220 .279 -.79 .80 

Regular Workers in Service -.040 .120 -.34 ..96 

Regular Workers in Manuf. .037 .155 .24 1.04 

Length of Service -.026*** .005 -5.49 .97 

Length of Occupation .002 .004 .38 1.00 

Firm Size -.012 .008 -1.55 .99 

Firm-Specific Skills -.009*** .001 -7.83 .99 

General Skills (Knowledge) -.129*** .032 -4.04 .88 

Job Change .455*** .066 6.87 1.58 

Regular Workers .177 .096 1.84 1.19 

     

Pseudo R2 .0289    

Observations 6118    

*P<0.05, **P<0.01, ***P<0.001     B= Unstandardized coefficient  Z = Standardized Coefficient  
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Table 30: Regression of Years to Reach Position of Division Heads on Determinants 

Independent  

Variables 

Division Heads 

B S.E t Z 

Age 1.072*** .285 3.76 1.37 

Age
2
 -.012*** .003 -4.06 -1.43 

University -1.206** .505 -2.39 -.09 

Manufacturing -.551 .701 -.79 -.04 

Service -.211 .819 -.26 -.01 

Information -1.494 .938 -1.59 -.06 

Finance -1.742 .895 -1.95 -.08 

Retail -1.983* .904 -2.19 -.09 

Service (Occupation) 2.408 2.075 1.16 .06 

Management (Occupation) 2.748 1.627 1.69 .21 

Clerk (Occupation) 2.746 1.662 1.65 .16 

Sales (Occupation) 2.875 1.808 1.59 .11 

Professional (Occupation) 2.437 1.682 1.45 .14 

Reg Workers in Manufacturing  (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Information (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Finance (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Service (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Manuf. 2.211 2.400 .92 .04 

Length of Service .393*** .068 5.78 .53 

Length of Occupation -.004 .026 -.17 -.00 

Firm Size .342*** .083 4.11 .17 

Firm-Specific Skills .007 .011 .66 .02 

General Skills (Knowledge) -1.278*** .350 -3.65 -.13 

Job Change (Dropped) (Dropped) (Dropped) (Dropped) 

Regular Workers (Dropped) (Dropped) (Dropped) (Dropped) 

Constant -15.625* 6.822 -2.29  

     

R-squared .3573    

Adj R-squared .3332    

Observations 217    

*P<0.05, **P<0.01, ***P<0.001 Note: Regular Workers in Manufacturing, Information, Finance, Service, 

and Job Change and Regular workers are dropped due to collinearilty.  
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Table 31: Regression of Years to Reach Position of Directors on Determinants 

Independent  

Variables 

Directors 

B S.E T Z 

Age .513 .369 1.39 .59 

Age
2
 -.007 .004 -1.83 -.73 

University 1.045 .730 1.43 .06 

Manufacturing 2.609* 1.056 2.47 .17 

Service -.267 1.315 -.20 -.01 

Information -.300 1.386 -.22 -.01 

Finance .549 1.437 .38 .02 

Retail -1.129 1.311 -.86 -.05 

Service (Occupation) -2.977 3.153 -.94 -.06 

Management (Occupation) -2.455 2.613 -.94 -.16 

Clerk (Occupation) -2.397 2.706 -.89 -.10 

Sales (Occupation) -2.947 3.098 -.95 -.07 

Professional (Occupation) -2.706 2.625 -1.03 -.13 

Reg Workers in Manufacturing  (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Information (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Finance (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Service (Dropped) (Dropped) (Dropped) (Dropped) 

Reg Workers in Manuf. -4.716 3.292 -1.43 -.11 

Length of Service .669*** .105 6.37 .78 

Length of Occupation -.033 .035 -.94 -.05 

Firm Size .252* .119 2.12 .11 

Firm-Specific Skills .007 .015 .49 .02 

General Skills (Knowledge) -1.051* .493 -2.13 -.09 

Job Change (Dropped) (Dropped) (Dropped) (Dropped) 

Regular Workers (Dropped) (Dropped) (Dropped) (Dropped) 

Constant -1.899 9.083 -.21  

     

R-squared .3573    

Adj R-squared .3332    

Observations 526    

*P<0.05, **P<0.01, ***P<0.001 
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Table 32: Logistic Regression of Seniority on Determinants (Obstructive Factors to Changing a Job) 

Independent  

Variables 

Seniority (1=yes 0=no) 

B S.E Z Exp[B] 

Age .067** .023 2.89 1.06 

Age
2
 -.001*** .000 -4.35 .99 

University -.038 .074 -.51 .96 

Manufacturing .247 .259 .95 1.28 

Service .260 .193 1.35 1.29 

Information -.310 .493 -.63 .73 

Finance -1.632 1.023 -1.60 .19 

Retail .031 .127 .24 1.03 

Service (Occupation) -.300* .126 -2.39 .74 

Management (Occupation) .056 .139 .40 1.05 

Clerk (Occupation) -.207 .113 -1.84 .81 

Sales (Occupation) -.333* .154 -2.15 .71 

Professional (Occupation) -.265* .116 -2.28 .76 

Reg Workers in 

Manufacturing  
-.235 .269 -.87 .79 

Reg Workers in Information .219 .507 .43 1.24 

Reg Workers in Finance 1.87 1.029 1.82 6.48 

Reg Workers in Service -.236 .197 -1.20 .79 

Reg Workers in Manuf. .117 .189 .62 1.12 

Length of Service .055*** .007 8.50 1.05 

Length of Occupation .007 .005 1.26 1.00 

Firm Size .031** .010 3.09 1.03 

Firm-Specific Skills .004* .002 2.33 1.00 

General Skills (Knowledge) .027 .043 .63 1.02 

Job Change -.205* .087 -2.36 .81 

Regular Workers .868*** .156 5.57 2.38 

Constant -3.430*** .496 -6.92  

     

Pseudo R2 1040    

Observations 6438    

*P<0.05, **P<0.01, ***P<0.001 
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Table 33: Logistic Regression of Retirement on Determinants 

Independent  

Variables 

Retirement (1=yes 0=no) 

B  S.E z Exp[B] 

Age .121*** .031 3.95 1.12 

Age
2
 -.001*** .000 -3.99 .99 

University .093 .084 1.10 1.09 

Manufacturing 1.528*** .455 3.36 4.61 

Service .704 .422 1.67 2.02 

Information .767 .805 .95 2.15 

Finance -.110 1.071 -.10 .89 

Retail -.085 .155 -.55 .91 

Service (Occupation) -.120 .166 -.72 .88 

Management (Occupation) .112 .161 .69 1.11 

Clerk (Occupation) -.097 .140 -.69 .90 

Sales (Occupation) .174 .175 .99 1.19 

Professional (Occupation) -.022 .142 -.16 .97 

Reg Workers in 

Manufacturing  
-1.633*** .461 -3.54 .19 

Reg Workers in Information -.935 .816 -1.15 .39 

Reg Workers in Finance .095 1.078 .09 1.09 

Reg Workers in Service -.773 .424 -1.82 .46 

Reg Workers in Manuf. .158 .225 .70 1.17 

Length of Service .035*** .007 4.79 1.03 

Length of Occupation .016** .006 2.80 1.01 

Firm Size .123*** .012 10.05 1.13 

Firm-Specific Skills .001 .002 .71 1.00 

General Skills (Knowledge) -.049 .052 -.93 .95 

Job Change -.142 .107 -1.33 .86 

Regular Workers 2.450*** .352 6.97 11.59 

Constant -7.459*** .737 -10.12  

     

Pseudo R2 .1822    

Observations 6438    

*P<0.05, **P<0.01, ***P<0.001 
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Table 34: Logistic Regression of Corporate Pension on Determinants 

Independent  

Variables 

Corporate Pension (1=yes 0=no) 

B S.E z Exp[B] 

Age .017 .039 .43 1.01 

Age
2
 -.000 .000 -.47 .99 

University -.047 .118 -.40 .95 

Manufacturing .713 .586 1.22 2.04 

Service .486 .460 1.06 1.62 

Information 1.671** .638 2.62 5.31 

Finance -14.386*** .230 -62.51 5.65 

Retail .115 .225 .51 1.12 

Service (Occupation) -.202 .220 -.92 .81 

Management (Occupation) -.217 .223 -.97 .80 

Clerk (Occupation) -.296 .190 -1.56 .74 

Sales (Occupation) -.129 .242 -.53 .87 

Professional (Occupation) -.334 .194 -1.72 .71 

Reg Workers in 

Manufacturing  
-.522 .595 -.88 .59 

Reg Workers in Information -.1.496* .664 -2.25 .22 

Reg Workers in Finance 14.879 - - 28968 

Reg Workers in Service -.170 .461 -.37 .84 

Reg Workers in Manuf. .257 .296 .87 1.29 

Length of Service .022* .011 2.10 1.02 

Length of Occupation -.003 .008 -.40 .99 

Firm Size .103*** .017 6.02 1.10 

Firm-Specific Skills -.001 .003 -.29 .99 

General Skills (Knowledge) .071 .072 .98 1.07 

Job Change -.505*** .152 -3.32 .60 

Regular Workers 1.412*** .370 3.82 4.10 

Constant -5.198*** .889 -5.84  

     

Pseudo R2 .0953    

Observations 6438    

*P<0.05, **P<0.01, ***P<0.001 
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Table 35: Logistic Regression of Employment Type on Determinants 

Independent  

Variables 

Regular 

B S.E Z Exp[B] 

Age .194*** .024 8.25 1.21 

Age
2
 -.003*** .000 -10.49 .99 

University .821*** .091 9.05 2.27 

Manufacturing .451*** .129 3.51 1.56 

Service .076 .110 .70 1.07 

Information .273 .182 1.50 1.31 

Finance .277 .202 1.37 1.31 

Retail -.755*** .127 -5.93 .470 

Service (Occupation) -.607*** .107 -5.65 .545 

Management (Occupation) 2.484*** .298 8.33 11.98 

Clerk (Occupation) -.111 .102 -1.09 .89 

Sales (Occupation) 1.463*** .196 7.46 4.31 

Professional (Occupation) .407*** .111 3.68 1.50 

Length of Service .097*** .008 11.37 1.10 

Length of Occupation .058*** .007 8.05 1.05 

Firm Size .077*** .011 7.34 1.08 

Firm-Specific Skills -.005** .002 -3.01 .994 

General Skills (Knowledge) .273*** .044 6.20 1.31 

Job Change -.963*** .104 -9.23 .381 

Constant -3.840*** .476 -8.07  

     

Pseudo R2 .3285    

Observations 6438    

*P<0.05, **P<0.01, ***P<0.001 
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Table 36: Regression of (log) Income on Determinants 

Independent  

Variables 

Income 

B S.E. T z 

Age .015** .005 3.09 .19 

Age
2
 -.000*** .000 -4.09 -.25 

University .226*** .016 14.10 .124 

Manufacturing .249*** .043 5.78 .122 

Service -.030 .032 -.96 -.01 

Information .408*** .071 5.76 .12 

Finance .040 .074 .53 .01 

Retail -.099*** .026 -3.83 -.04 

Service (Occupation) -.127*** .025 -5.10 -.05 

Management (Occupation) .282*** .031 9.01 .09 

Clerk (Occupation) -.153*** .023 -6.59 -.08 

Sales (Occupation) .012 .033 .36 .003 

Professional (Occupation) -.038 .024 -1.56 -.01 

Reg Workers in Manufacturing  -.231*** .047 -4.91 -.10 

Reg Workers in Information -.380*** .076 -4.99 -.10 

Reg Workers in Finance -.147 -.080 -1.84 -.03 

Reg Workers in Service -.042 .034 -1.23 -.02 

Reg Workers in Manuf. -.075 .044 -1.70 -.01 

Length of Service .017*** .001 13.14 .19 

Length of Occupation .010*** .001 8.88 .11 

Firm Size .021*** .002 9.98 .09 

Firm-Specific Skills -.001*** .000 -3.73 -.03 

General Skills (Knowledge) .095*** .009 10.77 .09 

Job Change .046* .019 2.47 .02 

Regular Workers .907*** .027 33.27 .51 

Constant 4.136*** .100 41.29  

     

R-squared .6416    

Adj R-squared .6400    

Observations 5665    

*P<0.05, **P<0.01, ***P<0.001 
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Table 37: Regression of Length of Service on Determinants 

Independent  

Variables 

Length of Service 

B S.E t z 

Age .285*** .043 6.60 .33 

Age
2
 -.000 .001 -.07 -.003 

University -.556*** .150 -3.70 -.02 

Manufacturing -.316 .400 -.79 -.01 

Service -.321 .295 -1.09 -.01 

Information .665 .640 1.04 .01 

Finance -.824 .703 -1.17 -.02 

Retail -.550* .242 -2.27 -.02 

Service (Occupation) -.037 .232 -.16 -.001 

Management (Occupation) 5.103*** .288 17.70 .15 

Clerk (Occupation) .361 .216 1.67 .01 

Sales (Occupation) -.145 .308 -.47 -.003 

Professional (Occupation) -.910*** .228 -4.00 -.03 

Reg Workers in Manufacturing  .713 .437 1.63 .02 

Reg Workers in Information -1.070 .693 -1.54 -.02 

Reg Workers in Finance -.235 -.753 -.31 -.005 

Reg Workers in Service -.736* .318 -2.32 -.03 

Reg Workers in Manuf. -.311 .414 -.75 -.006 

Length of Occupation .484*** .009 51.54 .44 

Firm Size .162*** .019 8.36 .06 

Firm-Specific Skills .013*** .003 4.26 .02 

General Skills (Knowledge) .173* .083 2.10 .01 

Job Change -6.092*** .157 -38.83 -.30 

Regular Workers 1.998*** .253 7.89 .09 

Constant -5.984*** .908 -6.59  

     

R-squared .7323    

Adj R-squared .7313    

Observations 6438    

*P<0.05, **P<0.01, ***P<0.001 
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Table 38: Bootstrap Logistic Regression of Authority on Determinants  

Independent  

Variables 

Authority (1=Authority Positions 0= No Authority 

Positions) 

B Bootstrap S.E. 

Age .324*** .033 

Age
2
 -.004*** .000 

College Degree .643*** .087 

Manufacturing (Industry) .857* .483 

Service (Industry) .870* .331 

Information (Industry) 1.077 2.391 

Finance (Industry) -.848 7.446 

Retail (Industry) .283 .161 

Service (Occupation) .754*** .166 

Management (Occupation) 3.537*** .253 

Clerk (Occupation) .145 .146 

Sales (Occupation) .799*** .173 

Professional (Occupation) .381** .151 

Regular Workers in 

Manufacturing  
-.610 .490 

Regular Workers in 

Information 
-.660 2.41 

Regular Workers in Finance .476 7.443 

Regular Workers in Service -.909** .334 

Regular Workers in Manuf. .140 .218 

Length of Service .076*** .008 

Length of Occupation .007 .007 

Firm Size .012 .013 

Firm-Specific Skills -.005* .002 

General Skills (Knowledge) .491*** .054 

Job Change .064 .111 

Regular Workers 2.823*** .284 

Constant -13.589 .813 

Observations 6438    

*P<0.05, **P<0.01, ***P<0.001     B= Unstandardized coefficient  Z = Standardized Coefficient  
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Table 39: Bootstrap Logistic Regression of Aspiration  

Independent  

Variables 

  

B BootstrapS.E 

Age .042** .017 

.000 

.059 

.146 

.109 

.264 

.274 

.094 

.088 

.120 

.082 

.108 

.086 

.163 

.285 

.284 

.120 

.163 

.005 

.004 

.008 

.001 

.034 

.069 

Age
2
 -.001*** 

University .171** 

Manufacturing -.017 

Service .026 

Information .347 

Finance -.105 

Retail .102 

Service (Occupation) .100 

Management (Occupation) .140 

Clerk (Occupation) .104 

Sales (Occupation) .090 

Professional (Occupation) .186* 

Reg Workers in Manufacturing  -.061 

Reg Workers in Information .121 

Reg Workers in Finance -.220 

Reg Workers in Service -.040 

Reg Workers in Manuf. .0374 

Length of Occupation -.026*** 

Firm Size .002 

Firm-Specific Skills -.012 

General Skills (Knowledge) -.009*** 

Job Change -.129*** 

Regular Workers .455*** 

Observations 6118 
 

Replications 1000 

*P<0.05, **P<0.01, ***P<0.001 
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Table 40: Bootstrap Regression of Number of Years to Reach Position of Directors on Determinants 

Independent  

Variables 

Division Heads 

B S.E 

Age 1.072*** .2702 

Age
2
 -.012*** .0028 

University -1.206* .5533 

Manufacturing -.551 .8146 

Information -.211 .9499 

Finance -1.494 .9578 

Retail -1.742* .9958 

Service (Occupation) -1.983 4.261 

Management (Occupation) 2.408 4.141 

Clerk (Occupation) 2.748 4.176 

Sales (Occupation) 2.746 4.206 

Professional (Occupation) 2.875 4.124 

Reg Workers in Manufacturing  (Dropped) (Dropped) 

Reg Workers in Information (Dropped) (Dropped) 

Reg Workers in Finance (Dropped) (Dropped) 

Reg Workers in Service (Dropped) (Dropped) 

Reg Workers in Manuf. 2.211 4.414 

Length of Service .393*** .1042 

Length of Occupation -.004 .0306 

Firm Size .342*** .0855 

Firm-Specific Skills .007 .0102 

General Skills (Knowledge) -1.278*** .3624 

Job Change (Dropped) (Dropped) 

Regular Workers (Dropped) (Dropped) 

Constant -15.625* 6.822 

Observations 217  

*P<0.05, **P<0.01, ***P<0.001 Note: Reg workers in manufacturing, information, finance, and services, 

Job change, and Regular workers are dropped because of collinearilty.  
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Table 41: Bootstrap Regression of Number of Years to Reach Positions of Directors on Determinants 

Independent  

Variables 

Directors 

B Bootstrap S.E. 

Age .513 .033 

Age
2
 -.007 .000 

College Degree 1.045 .087 

Manufacturing (Industry) 2.609* .483 

Service (Industry) -.267 .331 

Information (Industry) -.300 2.391 

Finance (Industry) .549 7.446 

Retail (Industry) -1.129 .161 

Service (Occupation) -2.977 .166 

Management (Occupation) -2.455 .253 

Clerk (Occupation) -2.397 .146 

Sales (Occupation) -2.947 .173 

Professional (Occupation) -2.706 .151 

Regular Workers in 

Manufacturing  
(Dropped) (Dropped) 

Regular Workers in Information (Dropped) (Dropped) 

Regular Workers in Finance (Dropped) (Dropped) 

Regular Workers in Service (Dropped) (Dropped) 

Regular Workers in Manuf. -4.716 .218 

Length of Service .669*** .008 

Length of Occupation -.033 .007 

Firm Size .252* .013 

Firm-Specific Skills .007 .002 

General Skills (Knowledge) -1.051* .054 

Job Change (Dropped) (Dropped) 

Regular Workers (Dropped) (Dropped) 

Constant -.08 .813  

     

Observations 526    

*Note: Regular workers in Manufacturing, Information, Finance, Service, and Job Change, and Regular 

workers are dropped due to collinearilty.  
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Table 42: Bootstrap Logistic Regression of Seniority on Determinants 

Independent  

Variables 

Seniority 

B BootstrapS.E 

Age .067** .024 

Age
2
 -.001*** .000 

University -.038 .076 

Manufacturing .247 .279 

Service .260 .210 

Information -.310 1.17 

Finance -1.632 7.235 

Retail .031 .140 

Service (Occupation) -.300* .131 

Management (Occupation) .056 .150 

Clerk (Occupation) -.207 .121 

Sales (Occupation) -.333* .169 

Professional (Occupation) -.265* .124 

Reg Workers in Manufacturing  -.235 .290 

Reg Workers in Information .219 1.18 

Reg Workers in Finance 1.87 7.23 

Reg Workers in Service -.236 .214 

Reg Workers in Manuf. .117 .192 

Length of Occupation .055*** .007 

Firm Size .007 .006 

Firm-Specific Skills .031** .010 

General Skills (Knowledge) .004* .002 

Job Change .027 .048 

Regular Workers -.205* .088 

Observations 6438  

*P<0.05, **P<0.01, ***P<0.001 
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Table 43: Bootstrap Logistic Regression of Retirement on Determinants 

Independent  

Variables 

Retirement 

B BootstrapS.E  

Age .121*** .0322 

Age
2
 -.001*** .000 

University .093 .090 

Manufacturing 1.528*** .715 

Service .704 .684 

Information .767 5.421 

Finance -.110 7.474 

Retail -.085 .175 

Service (Occupation) -.120 .176 

Management (Occupation) .112 .173 

Clerk (Occupation) -.097 .154 

Sales (Occupation) .174 .184 

Professional (Occupation) -.022 .153 

Reg Workers in Manufacturing  -1.633*** .716 

Reg Workers in Information -.935 5.435 

Reg Workers in Finance .095 7.469 

Reg Workers in Service -.773 .680 

Reg Workers in Manuf. .158 .230 

Length of Occupation .035*** .008 

Firm Size .016** .006 

Firm-Specific Skills .123*** .013 

General Skills (Knowledge) .001 .002 

Job Change -.049 .054 

Regular Workers -.142 .109 

Observations 6438  

   

*P<0.05, **P<0.01, ***P<0.001 
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Table 44: Bootstrap Logistic Regression of Corporate Pension on Determinants 

Independent  

Variables 

Retirement 

B BootstrapS.E  

Age .017 .0322 

Age
2
 -.000 .000 

University -.047 .090 

Manufacturing .713 .715 

Service .486 .684 

Information 1.671** 5.421 

Finance -14.386*** 7.474 

Retail .115 .175 

Service (Occupation) -.202 .176 

Management (Occupation) -.217 .173 

Clerk (Occupation) -.296 .154 

Sales (Occupation) -.129 .184 

Professional (Occupation) -.334 .153 

Reg Workers in Manufacturing  -.522 .716 

Reg Workers in Information -.1.496* 5.435 

Reg Workers in Finance 14.879 7.469 

Reg Workers in Service -.170 .680 

Reg Workers in Manuf. .257 .230 

Length of Occupation .022* .008 

Firm Size -.003 .006 

Firm-Specific Skills .103*** .013 

General Skills (Knowledge) -.001 .002 

Job Change .071 .054 

Regular Workers -.505*** .109 

Observations 6438  

   

*P<0.05, **P<0.01, ***P<0.001 
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Table 45: Bootstrap Logistic Regression of Employment Type on Determinants 

Independent  

Variables 

Regular Workers 

B BootstrapS.E  

Age .194*** .0246 

Age
2
 -.003*** .0003 

University .821*** .0981 

Manufacturing .451*** .135 

Service .076 .115 

Information .273 .198 

Finance .277 .216 

Retail -.755*** .129 

Service (Occupation) -.607*** .109 

Management (Occupation) 2.484*** .314 

Clerk (Occupation) -.111 .107 

Sales (Occupation) 1.463*** .208 

Professional (Occupation) .407*** .112 

Length of Occupation .097*** .009 

Firm Size .058*** .007 

Firm-Specific Skills .077*** .012 

General Skills (Knowledge) -.005** .002 

Job Change .273*** .046 

Observations 6438  

   

*P<0.05, **P<0.01, ***P<0.001 
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Table 46 : Bootstrap Regression of (log) Income on Determinants 

Independent  

Variables 

Income 

B BootstrapS.E  

Age .015** .005 

Age
2
 -.000*** .000 

University .226*** .016 

Manufacturing .249*** .059 

Service -.030 .042 

Information .408*** .111 

Finance .040 .102 

Retail -.099*** .029 

Service (Occupation) -.127*** .029 

Management (Occupation) .282*** .031 

Clerk (Occupation) -.153*** .027 

Sales (Occupation) .012 .035 

Professional (Occupation) -.038 .027 

Reg Workers in Manufacturing  -.231*** .059 

Reg Workers in Information -.380*** .111 

Reg Workers in Finance -.147 .104 

Reg Workers in Service -.042 .041 

Reg Workers in Manuf. -.075 .036 

Length of Occupation .017*** .001 

Firm Size .010*** .001 

Firm-Specific Skills .021*** .002 

General Skills (Knowledge) -.001*** .0003 

Job Change .095*** .009 

Regular Workers .046* .018 

Observations 5665  

   

*P<0.05, **P<0.01, ***P<0.001 
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Table 47: Bootstrap Regression of Length of Service on Determinants 

Independent  

Variables 

Length of Service 

B BootstrapS.E  

Age .285*** .0457 

Age
2
 -.000 .001 

University -.556*** .170 

Manufacturing -.316 .397 

Service -.321 .274 

Information .665 .544 

Finance -.824 .496 

Retail -.550* .262 

Service (Occupation) -.037 .208 

Management (Occupation) 5.103*** .364 

Clerk (Occupation) .361 .204 

Sales (Occupation) -.145 .309 

Professional (Occupation) -.910*** .215 

Reg Workers in Manufacturing  .713 .471 

Reg Workers in Information -1.070 .638 

Reg Workers in Finance -.235 .569 

Reg Workers in Service -.736* .322 

Reg Workers in Manuf. -.311 .392 

Length of Occupation .484*** .015 

Firm Size .162*** .021 

Firm-Specific Skills .013*** .003 

General Skills (Knowledge) .173* .084 

Job Change -6.092*** .189 

Regular Workers 1.998*** .261 

Observations 6438  

*P<0.05, **P<0.01, ***P<0.001 



 

Table 48: Correlation among the Independent Variables 

 
AGE AGE2 University Manufacture Service Information Finance Retail Service (O) 

AGE 1 
        

Age2 0.9907 1 
       

University 0.0516 0.0451 1 
      

Manufacture 0.0828 0.0749 0.0306 1 
     

Service -0.0558 -0.0542 -0.0822 -0.416 1 
    

Information -0.0463 -0.0499 0.0976 -0.1414 -0.2096 1 
   

Finance 0.049 0.0442 0.1059 -0.1333 -0.1975 -0.0671 1 
  

Retail -0.0356 -0.0246 -0.0519 -0.2343 -0.3472 -0.1181 -0.1112 1 
 

Service (O) -0.0964 -0.0817 -0.1661 -0.205 0.316 -0.1092 -0.112 -0.0138 1 

Management (O) 0.2059 0.2003 0.1753 0.0583 -0.0977 0.0443 0.015 0.0075 -0.1468 

Clerk (O) -0.0378 -0.035 0.0222 -0.0843 -0.1842 -0.0296 0.0848 0.2953 -0.2859 

Sale (O) 0.0066 -0.0007 0.1107 -0.0453 -0.113 -0.011 0.2834 0.0306 -0.1326 

Professional (O) -0.0405 -0.0472 0.0874 0.1486 0.0316 0.1713 -0.078 -0.2067 -0.242 

Reg Manu 0.0738 0.0627 0.0714 0.8847 -0.368 -0.1251 -0.1179 -0.2073 -0.191 

Reg Info -0.0276 -0.0336 0.1206 -0.1283 -0.1902 0.9073 -0.0609 -0.1071 -0.1056 

Reg Finance 0.0395 0.0349 0.1139 -0.122 -0.1808 -0.0615 0.9154 -0.1018 -0.1055 

Reg Service -0.0456 -0.0514 0.022 -0.2942 0.7073 -0.1482 -0.1397 -0.2456 0.1027 

Reg Manu Manu 0.0019 -0.0012 -0.082 0.3764 -0.1566 -0.0532 -0.0502 -0.0882 -0.0931 

Length of Service 0.5464 0.5433 0.1386 0.1951 -0.1563 0.0174 0.0392 -0.0637 -0.1488 

Length of Occupation 0.5168 0.5104 0.0329 0.1707 -0.0664 -0.0082 -0.0123 -0.0784 -0.0765 

SIZE 0.0684 0.0572 0.2382 0.0517 -0.1796 0.0845 0.2211 -0.0526 -0.1975 

F Skills 0.0468 0.052 -0.0736 0.0045 0.0185 -0.0773 -0.0145 -0.0034 0.0284 

G Skills 0.177 0.1647 0.0895 0.0821 -0.0131 -0.001 -0.0044 -0.0467 -0.0638 

Job Change 0.1981 0.1769 -0.2387 -0.1 0.1334 -0.0694 -0.0584 0.0205 0.0827 

REGULAR 0.0376 0.0163 0.2457 0.1668 -0.0941 0.0904 0.0923 -0.1753 -0.2354 

1
8

1
 



Table 48: Correlation among the Independent Variables     CONT 

  Management (O) Clerk (O) Sale (O) Professionals (O) Reg Manu Reg Info Reg Finance Reg Service 

Management (O) 1 

       
Clerk (O) -0.1928 1 

      
Sale (O) -0.0894 -0.1741 1 

     
Professional (O) -0.1632 -0.3178 -0.1474 1 

    
Reg Manu 0.0903 -0.0819 -0.0264 0.1575 1 

   
Reg Info 0.0611 -0.041 -0.0117 0.1768 -0.1135 1 

  
Reg Finance 0.0268 0.0519 0.29 -0.07 -0.1079 -0.0558 1 

 
Reg Service -0.0079 -0.1397 -0.0523 0.0691 -0.2603 -0.1345 -0.1279 1 

Reg Manu Manu -0.0627 -0.1222 -0.0567 -0.1034 0.4255 -0.0483 -0.0459 -0.1107 

Length of Service 0.3295 -0.0796 0.0096 0.007 0.2507 0.0451 0.0582 0.0078 

Length of Occupation 0.0687 -0.1212 0.0164 0.1129 0.2045 0.01 -0.0008 0.0696 

SIZE 0.1661 0.0466 0.1112 -0.0146 0.0976 0.0945 0.2123 -0.0337 

F Skills -0.013 -0.0263 -0.0304 -0.0453 -0.0013 -0.0723 -0.0104 0.0047 

G Skills 0.1518 -0.0853 -0.0019 0.076 0.1155 0.0097 0.0137 0.0653 

Job Change -0.1399 0.011 -0.0118 -0.0754 -0.1592 -0.0944 -0.0873 0.0012 

REGULAR 0.2016 -0.1143 0.1338 0.1455 0.3258 0.1684 0.16 0.386 

1
8

2
 



Table 48: Correlation among the Independent Variables CONT 

 

 
Reg Service 

Reg Manu 

Manu 

Length of 

Service 

Length of 

Occupation 
SIZE F Skills G-Skills Job Change Regular 

Reg Service 1 
        

Reg Manu Manu -0.1107 1 
       

Length of Service 0.0078 0.0844 1 
      

Length of Occupation 0.0696 0.116 0.7098 1 
     

SIZE -0.0337 -0.0389 0.2246 0.0487 1 
    

F Skills 0.0047 0.0442 0.1088 0.1023 -0.0439 1 
   

G Skills 0.0653 0.0363 0.2441 0.2496 0.0533 0.0143 1 
  

Job Change 0.0012 -0.0396 -0.3728 -0.1508 -0.2549 -0.0666 -0.0608 1 
 

REGULAR 0.386 0.1386 0.3542 0.2837 0.245 -0.0198 0.1918 -0.2941 1 

1
8

3
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