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Introduction
Managers in Japan

Management staff roles are positions that are intermediately situated between top ex-
ecutives and regular employees, such as that of section manager, department manager, or
section supervisor. In Japan’s employment system, which has assumed a system for internal
promotions under the traditional practice of lifetime employment, producing results as a
manager is an essential step toward the realization of future job promotions for middle-aged
employees. The current issue takes such managers as its focus.

First, according to the article by Itoh and Moriya, middle management faces a tra-
deoff which they call the “middle manager’s dilemma.” The top executives ask that middle
managers report to them about what is actually happening in the work place and suggest the
relevant decisions to be made; however, if members of middle management actually do
communicate all such information perfectly, they will end up being thought of by their sub-
ordinates as bosses who are only trying to gauge the feelings of the top levels of manage-
ment, which could possibly damage the subordinates’ motivation. As such, there is a tra-
deoff between a middle manager’s function as a communicator and his/her subordinates’
incentive to take the initiative. One ironic consequence is that job performance is actually
sometimes better when the management staff is not there, but Itoh and Moriya’s article ana-
lyzes this as originating from the fact that middle managers’ over-sharing of information has
damaged such an incentive in their subordinates.

Japan’s middle management is often caught in the middle between their superiors and
their subordinates, and this article gives a theoretical explanation of this point through its
clarification of the relationships in the above-mentioned tradeoff.

As previously stated, managers in Japan are promoted from the level of rank-and-file
employees. While they are in the rank-and-file, employees gain experience in a variety of
positions through staff reshuffling, and it is generally believed that those who have compre-
hensive decision-making skills are the ones who are appointed to management positions.
Whether this thinking is actually correct and how management skills are formed are two
questions that Uchida’s article has set forth to clarify.

For his article, Uchida interviewed 22 subjects who were candidates for
next-generation executive management positions at an electrical machinery manufacturer,
investigated the contents of the most essential skills they had learned and acquired in their
careers and the opportunities for that acquisition, and analyzed the results. According to this
analysis, although the company had adopted a wide career system as indicated by the intel-
lectual skills theory, the executive candidates had gained competency in areas such as “or-
ganizational management,” “knowledge on one’s enterprise,” “knowledge on the strengths
and weaknesses of one’s enterprise,” and “development of confidence and networks,” which
are not limited to one professional function.



Employees gain these types of competencies by identifying the differences among
professional duties through transfers, and build upon them by comparing these differences.
While the intellectual skills theory assumes that in a wide career system, experience in a
variety of duties within a single professional function will raise an employee’s ability to
cope with uncertainties in that specific function, Uchida’s article suggests the hypothesis
that multiple skill-sets are being learned under this system as well, such as competency in
comparison-based analogical reasoning, which is being demanded at non-function-specific
executive management levels. While we must wait for further investigations to be complied
to find out how valid this hypothesis is, Uchida’s article draws attention as one that fore-
shadows a novel development in the intellectual skills theory.

When a manager is recognized as having reached the position of a supervisor or
manager under the law, he/she is excluded from having regulations on working hours and
days off applied to him/her (Labor Standards Act, Article 41, Item [ii]). The reason for
granting this exclusion is that such employees have a great amount of discretion in their
own working hours, and because it is not appropriate for them to be subject to legal regula-
tions. However, could it be possible that this exclusion is appropriate for most of the man-
agers in Japan?

Ogura investigates this point in his article, using microdata from the Japan Institute
for Labour Policy and Training, and analyzes the results. This article, in an exploration into
the causes impacting the length of management staff members’ working hours and the size
of their workloads, found that the mean value of the working hours at the section manager
and department manager levels was longer in comparison to that of rank-and-file employees.
Additionally, the freedom to decide their own office arrival and departure times had no in-
fluence on the size of their workloads. Whether or not they had the freedom to decide their
office arrival and departure times, many of the managers worked long hours, and it was
Ogura’s conclusion that even if they were exempt from the application of regulations on
working hours as supervisors or managers, it could be conjectured that this had no actual
meaning in the sense of autonomous selection of the length (shortness) of their working
hours.

Ouchi’s article studies the legal side of this topic. In this article, Ouchi introduces
judicial precedents, theory, and administrative notifications, in addition to examining the
issue of “supervisors and managers” in legal term—uwhich has been brought to society’s
attention by the problems surrounding so-called “nominal supervisors and manag-
ers”—from both the interpretive and legislative sides.

One particularly essential point this article underlines is that, in regard to members of
management whom Japanese companies have excluded from application of regulations on
working hours as people who fall under the category of “supervisors and managers,” in the
majority of cases where such people have brought actions to claim increased wages for
overtime work alleging that they are not supervisors or managers in legal term, the court
denies that they have the qualities of a supervisor or manager. As Ogura’s article also indi-



cates, managers in Japan have long working hours, and in the way that they work, the dif-
ference between managers and regular employees is often unclear. As such, it is only natural
that a manager might not fall under the category of a supervisor or manager under the Labor
Standards Act.

Ouchi’s article points out that, although one of the causes of this state of affairs is the
fact that companies, with the aim of saving labor costs, are increasing the ranks of nominal
managers who are without the authority and duties associated with the true status of manag-
er, the laws that fail to clarify standard criteria for the qualities of “supervisors and manag-
ers” are also at its origin.

Some attempts at revision have been made to the regulations on working hours,
which were originally constructed with factory workers in mind, due to increases in the
number of white collar workers. However, the discrepancy between the regulations on
working hours under existing laws and the actual state of affairs at business enterprises has
become so large that it cannot be properly handled by these revisions alone. What we need
now is to fundamentally rethink these regulations on working hours, and within this, to ap-
ply the appropriate revisions to the system that excludes “supervisors and managers” from
their application.

Managers are given essential roles in their companies’ decision-making processes.
What the current issue deals with is only a small part of the point in question, which is such
an essential one in the field of studies on management staff. Allow me to close this intro-
duction with a reminder that there are other important points, such as the way a manager’s
remuneration is decided and the nature of the mechanism by which managers compete for
promotions, that are still to be taken up in regard to this topic.

Shinya Ouchi
Kobe University



Economic Theories of Middle Management: Monitoring,
Communication, and the Middle Manager’s Dilemma

Hideshi Itoh

Hitotsubashi University

Fumitoshi Moriya
Kobe City University of Foreign Studies

This article aims at summarizing several organizational functions of middle
management, and clarifying their tradeoffs. Setting up and analyzing a simple
model of a top, a middle, and a bottom manager, we show the following re-
sults: (i) middle management benefits the organization only if the middle
manager has higher information gathering capabilities than the top, as well as
serving to have effective monitoring and communication functions; and (ii)
more communication from the middle to the top is not necessarily desirable for
the organization, because of its detrimental effect on the bottom. Result (ii)
arises from a tradeoff between communication and incentives: While more
communication improves project implementation by the top, it discourages the
bottom to take the initiatives to find and propose a new project. We then dis-
cuss how our results are related to important features of stylized Japanese
management.

I. Introduction

Given that most firms are organized as multi-tier hierarchies, there is little doubt that
middle managers like section chiefs and department heads should play important roles. If
we define middle managers as those who are located between top management and
rank-and-file employees and manage subgroups within the firm, 8% of all the employees
working at firms with more than one hundred employees are classified as middle managers,
as of 2001 (Sato 2004).

If middle managers are so important, however, the following quote of Yoshio Tateishi,
chairman of Omron at the time, might sound paradoxical:

To change middle managers’ mind-set, we introduced a new system that
encouraged them to take paid-leave of a maximum three months. Some
managers worried. “How could the subordinates of my section do their
jobs without me for three months!” However, once the managers took
their leave, the performance of some sections actually improved. (Nikkei
Business, January 19, 2004, p. 1)

The case like this raises the following questions. “What roles do middle managers
play in the administration of the organization they belong to?” “How do their roles relate
with firm performance?” The purpose of this paper is to summarize functions of middle
managers and examine their relation with firm performance, from the perspective of orga-
nizational economics.
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In particular, we emphasize a particular tradeoff among their roles and functions. One
might postulate some monotonic relationships between the degree to which roles are ac-
complished and performance resulted from them, such that a firm’s performance increases
as its engineers serve their functions (e.g., developing products consumers want to pur-
chase) harder. We in contrast argue that with respect to middle managers’ functions, more is
not necessarily better: it is important to understand there is a reason middle managers
should play their roles “moderately.” The case of Omron quoted above can be understood
this way. Middle managers, who recognize the importance of their functions, may attempt
to play their roles actively. However, that may lead to too much intervention to allow fur-
ther contributions to organizational performance. At Omron, the introduction of the
paid-leave system could have mitigated this problem and resulted in performance improve-
ment.

The central problem to be analyzed in this paper is to clarify rigorously how this sort
of non-monotonic relationship arises. In Section Il we first summarize roles and functions
of middle management based on existing literature in organizational economics. We then
introduce the basic model in Section Ill, and explain two functions of middle managers
(monitoring and communication) by extending the model. In Section V we explain the tra-
deoff we call the “middle managers’ dilemma” and its logic, and then discuss its relevance
to management of Japanese firms.

I1. What Do Middle Managers Do

Analyzing the roles of middle management is almost equivalent to analyzing the ad-
vantages of a (at least) three-tier organizational structure of top, middle, and rank-and-file
(bottom) members over a two-tier structure of top and bottom. For simplicity, in this paper
we call the three-tier structure “hierarchy.”

The existing literature on hierarchy in organizational economics can take either a
“mechanical” approach or a “human” approach. The mechanical approach abstracts away
managers’ incentive problems so that managers are supposed to fulfill their specific func-
tions such as information processing, monitoring, and so on, without any extra cost. The
approach instead focuses on efficient assignments of managers, such as span of control (the
number of managers per hierarchical level), and efficient organization design, such as a flat
or tall structure. In contrast to this approach, the human approach pays explicit attention to
misalignment of managers’ interests from that of the organization as a whole, and takes into
consideration the possibility that managers behave against the interest of the organization.
This approach hence deals with incentive problems in organizations in addition to the or-
ganization design problem, the subject of the mechanical approach. Although the human
approach demands more complicated analysis, many recent developments in organizational
economics, such as comparative analyses of centralization versus decentralization, take this
approach. We refer to Mookherjee (2006) for an overview.
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The main functions of hierarchies can be classified into three: problem solving (use of
knowledge), information processing, and monitoring. First, hierarchy can be understood as
the following problem solving structure. The members at the bottom of the hierarchy spe-
cialize in solving routine production problems. If a problem is unusual, the members at the
bottom send it to the middle managers for help, who are more knowledgeable and better
able to deal with such problems. If a problem is truly exceptional, it continues up to the top
of the hierarchy. Although increased communication must accompany this hierarchy, the
organization can increase the utilization rate of the knowledge of the more knowledgeable
experts by shielding them from problems that can be solved by less knowledgeable mem-
bers. In this view of the hierarchy, middle managers contribute to the problem solving ca-
pabilities of the organization, by both solving unusual problems that cannot be solved by the
members at the lower tiers, and transferring information about exceptional problems up to
the top. Garicano (2000) is the first theoretical work in organizational economics focusing
on the problem solving nature of hierarchy.

The second function is information processing. We explain this function using an
example of a food producer. Under the two-tier organizational structure, each of the stores
and factories sends information about sales and production directly to the top management,
who must spend huge amounts of time for strategic planning and operational decisions.
Under the hierarchy, information is processed and aggregated at the middle for each cate-
gory before it is sent to the top. For example, sales managers and production managers can
engage in parallel processing of sales and production data, respectively. In this view middle
managers contribute by processing information and alleviating information overload at the
top. Radner (1992) provides an accessible overview.

The third function is monitoring. Compared with the first two functions which exclu-
sively follow the mechanical approach, this function is related to the human approach. As
the organization grows larger, members are more likely to shirk their tasks. To deter shirk-
ing requires monitoring, and the number of subordinates one supervisor is able to monitor
effectively is limited. As the number of subordinates increases, the number of supervisors
increases, and those supervisors also must be monitored; otherwise, they would shirk their
monitoring tasks. The hierarchy is then understood as a chain of monitoring. There is exten-
sive existing literature in organization economics that studies the monitoring function. Qian
(1994) is one of the most recent works along this line.

While these three functions mainly concern the process from the bottom to the top,
the top-down process is equally important to understand the functions of the hierarchy.
Leadership is one such function. Managers could be understood as leaders for their subor-
dinates. Although economic analysis of leadership is still scarce, Hermalin (2008) provides
an overview of the current research. In this paper, we mostly analyze roles of middle man-
agers from the standpoint of the bottom-up process.

Although the third function of monitoring is based on an incentive problem of shirk-
ing, the other functions are considered under the limited, mechanical approach. In this paper
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Table 1. Three Projects, Payoffs, and Probabilities

Project 1 Project 2 Project 3
T v -v -v
M v v -V
B Vg Vg g
(Probabilities) by pL—y) 1-p

we emphasize the human approach, and in particular focus on the information transmis-
sion/communication function of middle managers. The top of the hierarchy obtains infor-
mation through the middle managers in contrast to the two-tier structure where the top di-
rectly obtains information from the bottom. This difference is not significant if middle
managers transmit their information “mechanically” to the top. However, if middle manag-
ers are “humans” having goals distinct from the goal of the organization as a whole, infor-
mation transmission via middle managers may be more distorted or costly than communica-
tion in the two-tier structure. We analyze under what conditions hierarchy is desirable in
terms of information transmission.

I11. Information and Organizational Structures

1. The Model

In this and the following sections, we clarify roles of middle managers and the neces-
sary conditions for their raison d’étre rigorously by setting and analyzing a theoretical
model along the human approach. We thus compare the two-tier structure with top (T) and
bottom (B), and the three-tier structure (hierarchy) with top (T), middle (M), and bottom (B).
If the latter structure is desirable in terms of T’s objective, we can say middle managers are
playing important roles.

The organization faces whether or not to implement a project (see Table 1). There are
three possible projects, 1, 2, 3, only one of which is realized stochastically. Project i is rea-
lized with probability p; (p1 + p> + p3 = 1). Each of T, M, B has a particular preference over
the implementation of three projects. Project 1 yields v > 0 to T and M, while it yields vy
> 0 to B. Project 2’s payoff to T is negative —v < 0 while it is positive v >0and vz>0
to M and B, respectively. Finally, the payoff from project 3 is negative —v < 0to T and M,
while it is positive vz > 0 to B. The bottom line is that although T wants to implement the
project if and only if it is project 1, M wants to implement only projects 1 and 2, and B
wants to implement all the projects. This conflict of interest could arise from their hierar-
chical positions and tasks. For example, while project 3 is profitable for B’s business, it may
not be profitable for M because the implementation of project 3 brings a large negative ex-
ternality into another (unmodeled) business that is under M’s control. Project 2 is not prof-
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Table 2. Organizational Structures and Our Subjects

# of ranks Decision Maker Our Subjects
@) 2 T Centralization
(b) 2 B x
(c) 3 T Hierarchy
(d) 3 M x
(e) 3 B x

itable for T because, for example, it has a negative impact on the organization’s overall fu-
ture strategic position, which is not a concern for M. We normalize their payoffs to zero if
no project is implemented.

We further specify the realization probabilities by p; =y > 0, p, = (1 — y) > 0, and
ps=1- >0, asin Table 1. In other words, the project is desirable for M with probability
B, and given that it is desirable for M, the payoff of the project to the organization as a
whole is positive with probability y, which can be interpreted as the parameter of congru-
ence between T and M.

Table 2 shows five feasible organizational structures in terms of the number of ranks
and decision maker. In our model, structures (a) and (c) are at least as desirable for T as (b),
(d), and (e). We hence focus on two structures: (a) the two-tier structure is adopted, B pro-
poses a project, and T decides whether or not to ratify the project implementation; and (c)
the three-tier structure is adopted, B proposes a project to M, M proposes a project to T, and
T decides whether or not to ratify the project implementation. We call (a) centralization and
(c) hierarchy.

2. Information Structures

We start our analysis under the assumptions of symmetric information and asymme-
tric information. The analysis of these simple situations provides us with the basic bench-
mark for our later analysis of middle management.

Symmetric information First suppose that all the parties know which project is realized.
In this case hierarchy is not strictly more desirable than centralization. Under centralization,
while B always proposes a project, T decides to implement the project if and only if it is
project 1. Under hierarchy, B always proposes a project and M proposes the project if and
only if it is either project 1 or 2. T only ratifies the implementation of project 1. Under ei-
ther structure, the expected payoff to T is fyv, and T is not better off by adopting hierarchy.
There is no role for middle managers.

Asymmetric information Next suppose there is asymmetric information in the sense that
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only B knows which project is realized. T and M only know the probability distribution of
project realization. It turns out even in this case hierarchy is not strictly more desirable than
centralization. To see this, first consider the two-tier structure. T decides to implement the
proposed project if the expected payoff is at least as large as the payoff under no project
implementation (zero):

prv =pLl-yv —L-Pv=pv —(1-py)v =0. 1)

Hierarchy cannot attain the expected payoff higher than this. M proposes the project
if his expected payoff is at least as large as zero:

By +pL-ynv -1-Hv = -1-Hv =0.

However, even if M proposes the project, T makes her decision based on the stricter criteria
(1). T’s expected payoff is hence

max{syv — (1 - By) v, 0},

regardless of the two-tier or three-tier structure.

Two premises The reason why hierarchy is not strictly preferred is that T’s information
does not change with organizational structures. When information is symmetric, T knows
the project fully. When information is asymmetric, T does not have any information about
the project. The organizational structure does not affect T’s information.

The organizational structure can matter if information content changes with structures.
Although there is no room to improve T’s payoff under symmetric information, under
asymmetric information, T could increase her expected payoff if more information is avail-
able at the time when she decides to ratify project implementation.

There are two implicit premises behind the irrelevance results shown above. First,
both T and M have the identical information gathering capabilities. Since M specializes
more in management of B, it is likely for M to have more information than T.

The second premise concerns M’s communication. While T obtains information di-
rectly from B under centralization, she obtains information via M under hierarchy. T’s in-
formation should be affected by this difference in communication structures as well.

IV. Two Functions of Middle Managers

In this section we relax two premises discussed at the end of the previous section and
point out two functions of middle management, monitoring and communication. To exclude
inessential cases from the analysis, we assume

BT —(L—9h)v <Oand f5 — (1 - fv <O. @

The first condition implies T decides not to implement the project if she has no information,

10
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while the second one implies M does not propose the project if he has no information about
the project proposed by B. Note that the second condition is in fact sufficient for the first
one. We state both conditions for convenience.

1. Monitoring

For the moment we assume M does not engage in communication, and only relax the
assumption that “both T and M have the identical information gathering capabilities.” To
introduce their different information gathering capacities, we modify the model as follows.
Under the two-tier structure T inspects B’s proposed project to obtain information. With
probability st > 0, she receives information that perfectly reveals which of three possible
projects is proposed, while with 1 — sy > 0, she obtains information of no value. Based on
the information received T decides whether or not to implement the project proposed by B.
Under the three-tier structure, M engages in information gathering similar to what T does
under the two-tier structure. However, M learns the realized project perfectly with probabil-
ity sy > 0 and learns nothing with probability 1 — sy > 0. M then decides whether or not to
propose the project to T, and T makes the ratification decision. We treat sy and sy exogen-
ous parameters and call them information gathering/monitoring capabilities of M and T,
respectively.

With this modification the expected payoff differs possibly between centralization
and hierarchy, due to the differences in information gathering capabilities. First consider
centralization in which T gathers information. If T learns the project perfectly, she decides
to implement it if and only if it is project 1. If T learns nothing, then by assumption (2) she
ratifies no project. The expected payoff under centralization is thus

Next consider hierarchy. If M learns the proposed project perfectly, he proposes it to
T if and only if it is either project 1 or 2. If M learns nothing, he does not propose any
project by assumption (2). Based on this proposal, T decides whether or not to implement
the project. Since T only knows that the proposed project is either 1 or 2. She hence decides
to implement it if and only if

w -1 -pv =20 4)
holds. The expected payoff under hierarchy is hence
sup max{yv — (1 -y)v, 0}. ©)

Comparing the expected payoffs (3) and (5) yields the following result.
Theorem 1. Suppose that only the member directly above B can gather information about
the proposed project and that condition (2) holds. The expected payoff is strictly higher
under hierarchy than under centralization if and only if the following condition holds:

11
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(sm—st)Byv >sup(l -y v. (6)

The condition implies that hierarchy has an advantage over centralization if the bene-
fit from better monitoring (the left-hand side of [6]) exceeds the cost from “loss of control”
(the right-hand side). For the condition to hold, it is necessary for hierarchy to have better
monitoring capabilities than centralization (sy > st), which is likely to hold as M specializ-
es in management of B. Since M does not propose project 3, his proposal is more aligned
with T’s interest than B’s proposal under centralization. The left-hand side is hence equal to
v, the benefit from the implementation of project 1, multiplied by (s — St )By, the incre-
ment of the probability that project 1 is implemented.

However, there is the cost from loss of control under hierarchy. Adopting the
three-tier structure precludes T from directly learning about the project realization, and
hence T can only evaluate the proposed project in terms of conditional expectation. Since T
and M’s objectives are not perfectly aligned, T sometimes suffers from the implementation
of undesirable project 2. The cost from this loss of control is equal to sy (1 — y) v, the ex-
pected loss from the implementation of project 2, which is also the right-hand side of (6).

2. Communication

Up to this point we have assumed that although M receives information about the
project, only the indirect information “the project is not 3” is transmitted to T via M’s pro-
posal. We now introduce M’s communication function explicitly. The decision making
process in hierarchy is how given as follows: (i) B learns project realization and proposes
the project to M; (ii) M reports about the project if he receives perfect information, while he
does not report otherwise; (iii) Based on the report T decides whether or not to implement
the project. We also assume the following communication structure. M can transmit correct
information for free. However, by spending cost cx?/2 (where ¢ is a positive constant), M
can distort the report such that the correct information is transmitted only with probability
1—x, and with probability x no information is transmitted to T." An example of such a cost
is that from drafting a sophisticated report, which must be written so as to confuse T about
the realized project. Parameter ¢ can be interpreted as the degree to which the organization’s
communication process is standardized. The better specified the format of the report is, the
more difficult it is for M to make up such a subtle report.

The special case of x = 0 implies that M always reports truthfully, and x = 1 is the ex-
treme case where correct information is never transmitted. Under the intermediate case of 0
< x <1, the report is partially distorted toward M’s favor.

! This formulation is a simplified version of the standard cheap talk model originally attributed to
Crawford and Sobel (1982). Although the cost from imprecise report is exogenous in our model, it can
be endogenized by making T’s decision variable continuous and looking for mixed strategy equilibria
where correct information is transmitted only with some probability. Kartik, Ottaviani, and Squintani
(2007) also analyze communication by introducing an exogenous cost of telling a lie.

12
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To exclude uninteresting cases from the analysis, we assume yv—(1—y) v >0, which
implies that under hierarchy T decides to implement the project even if she does not learn
anything from the report (see [4] in the previous subsection).?

Proposition 1. Suppose that only the member directly above B can gather information
about the proposed project and that M sends a report about the project to T under hierarchy.
Suppose further that conditions (2) and (4) hold. Then M chooses the following x*contin-
gent on the realized project proposed by B. If project 1 or 3 realizes, then M’s report is
truthful (x* = 0). If project 2 realizes, M chooses x*(c) which is defined as follows:

1 ifv>c

v/c ifv<c

(9 =]
T’s expected payoff is then given as follows.

sup(v — (1 - px"(c)v) =0.

The proposition implies that while M’s communication function is not perfect, it im-
proves the performance of the hierarchy. There is an incentive problem in communication
when project 2 is discovered. M prefers to implement the project while T wants to imple-
ment no project. The precision of M’s report then is determined by the tradeoff between the
marginal benefit v from increasing the probability of implementing project 2 and the mar-
ginal cost cx. As c is larger and hence the marginal cost of distorting information is higher,
the probability of imprecise communication decreases. The implementation of project 2 is
then less likely and T’s expected payoff is higher. Communication reduces the cost from
loss of control.

Based on Proposition 1, we can compare the expected payoffs to T between hierarchy
and centralization, and obtain the following result.

Theorem 2. Suppose that only the member directly above B can gather information about
the proposed project and that M sends a report about the project to T under hierarchy.
Suppose further that conditions (2) and (4) hold. The expected payoff is strictly higher un-
der hierarchy than under centralization if and only if the following condition holds:

(Sm = sT)Byv >sup(l—y) x*(C)v ()

Comparing condition (7) with (6) in the previous theorem 1 reveals that the
right-hand side decreases and hierarchy is more likely to be optimal. This is because the
correct information is communicated with probability 1 — x* and hence the cost from loss
of control is reduced. However, if cost parameter c is sufficiently small (c < v), M has no

2 We omit the proof of Proposition 1 as well as the analysis for the case of yv— (1 — y)v < 0. In-
terested readers should contact the authors.

13



Japan Labor Review, vol. 7, no. 4, Autumn 2010

incentive to report truthfully (x* = 1), and hence conditions (6) and (7) coincide.

3. Conditions for Middle Management

The advantage of hierarchy rests on monitoring and communication by the middle
manager with high information gathering capacities. Hierarchy is costly, however, because
the top loses direct control over the bottom.

We now discuss the roles of the middle manager and the conditions for utilizing mid-
dle management, based on Theorem 2. Table 3 summarizes project implementation under
each organizational structure.

First, for hierarchy to be more desirable than centralization, the middle manager must
have higher information gathering/monitoring capacities than the top (sy > st ). Only the
manager who has higher abilities to collect information about the bottom can perform effec-
tive monitoring functions—proposing project 1 while rejecting project 3—to improve the
performance of the organization. Without such capacities hierarchy is only costly due to
loss of control. In fact, if sy = st holds, then the left-hand side of condition (7) in Theorem 2
becomes zero and hence the condition is not satisfied.

Second, the middle manager must be able to send appropriate information to the top.
Hierarchy is more likely to be optimal as the probability that the middle manager sends
correct information is higher (x* is lower) and hence project 2 is less likely to be imple-
mented. In particular, the communication process must be sufficiently standardized (c suffi-
ciently large).

The third condition is that the interests of the middle manager and the top must be
sufficiently congruent. As y is higher and hence the preferences over the projects are more
aligned, the conflicting project 2 is less likely to be implemented, and the loss of control in
hierarchy is less damaging. Careful screening of managers at the time of recruiting, and/or
introduction of performance-based pay could partially alleviate the conflict of interest.?

Let us repeat two main points we have made so far. (a) There is no role for the middle
manager if he does not have an advantage in gathering information over the top. (b) If he
has an advantage, the middle manager serves monitoring and communication functions.*

% Of course, being excessively loyal to the boss can bring negative effects into the organization,
such as “yes men” who do not send valuable but unpleasant information to the boss (Prendergast and
Topel 1993). This “yes men” problem is theoretically similar to the problem of the distorted informa-
tion we study, and there is a conflict of interest behind the problem.

* In this paper we derive these two results from the incomplete contracting framework in which
internal incentive schemes are abstracted away. Similar results can be obtained in the complete con-
tracting framework. See Baron and Besanko (1992), Gilbert and Riordan (1995), McAfee and
McMillan (1995), Melumad, Mookherjee, and Reichelstein (1992, 1995), and Mookherjee and Tsu-
magari (2004) for the communication function, Baliga and Sjostrom (1998) and Mookherjee and
Tsumagari (2004) for the monitoring function, and Mookherjee (2006) for an overview.
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Table 3. Organizational Structures and Project Implementation

With information (st or sy)

No information

Project 1 Project 2 Project 3
Centralization Do Not Not Not
Hierarchy (no communication) Do Do Not Not
Hierarchy (with communication) Do Do with pr. x*(c) Not Not

V. The Middle Manager’s Dilemma

We have so far focused on the middle manager’s functions that help the top make a
final implementation decision. In this relationship with the top, the more the middle manag-
er performs the monitoring and communication functions, the better the top’s decision is
and hence the higher organizational payoff she can attain.

However, the roles of middle managers in the Japanese firm are typically more com-
plicated. It is often said that a stylized feature of the Japanese firm is in its organization
emphasizing initiatives from the bottom, and hence the middle managers are supposed to
play important roles for managing the bottom. For example, Kagono et al. (1985) show
based on their survey data that while American firms tend to design hierarchical organiza-
tions that fit corporate strategies, Japanese firms tend to adopt flexible structures that tole-
rate initiatives and fine-tuning from the bottom. More recently, Numagami et al. (2007)
argue that “the emergent strategies and organizations that create new products and busi-
nesses through dense interactions among middle managers at the group’s basis have been
the essence of the strength of the traditional Japanese firm” and this idea “has long been
supported by researchers of the Japanese firm.”

In this section, we introduce initiatives at the bottom into the model, and examine the
middle manager’s roles when such initiatives are important. B chooses effort (initiative) e
with cost de?/2 (where d is a positive constant). B then finds a new project with probability
e but cannot find any project with probability 1 — e. If B cannot find a project, there is no
other decision and the payoffs are zero for T and M, and — de?/2 for B. If B finds a project,
the rest of the process is the same as before, as in Table 3.

Under hierarchy, project 1 is always implemented while project 2 is implemented
with probability x*(c). The expected payoff to B is given as

eswply + (1~ )" (©)]Fs — =

By the first-order condition, the optimal initiative is solved as follows:

suB(v +(1-)x"(0))vs

e"(0) = -
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Figure 1. Monitoring Capacity sy and the Expected Payoff

The optimal initiative is increasing in the middle manager’s monitoring capabilities
su. Since B’s incentive to take the initiative is stronger as his proposed project is more like-
ly to be implemented, M’s high ability to learn which project is realized is desirable for B as
well.

On the other hand, B’s incentive is weaker as the middle manager’s communication is
more precise (x*(c) is lower). Since the role of the communication from M to T is to prevent
project 2 from being implemented, communication has a negative effect on the likelihood of
project implementation, which fact hinders B’s initiative. We thus obtain the following re-
sult.

Theorem 3. Suppose that only the member directly above B can gather information about
the proposed project and that M sends a report about the project to T under hierarchy.
Suppose further that conditions (2) and (4) hold. B’s optimal initiative is higher as M’s in-
formation gathering capacities (sy) are higher or communication from M to T is less pre-
cise (x*(c) is larger).

T’s expected payoff is calculated as follows:

esup[w —(1 - x"(9 vl (8)

Figure 1 shows the relationship between M’s information gathering/monitoring
capacities sy and the expected payoff to T, which is monotone increasing: M’s better exper-
tise to gather information about the project benefits the organization. This monotone rela-
tionship is due to two positive effects. First, as we have pointed out in IV. 1, better mo-
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Figure 2. Communication Failure x* and the Expected Payoff

nitoring prevents unprofitable project 3 from being implemented and increases the likelih-
ood that M proposes a project aligned with T’s interest. Second, better monitoring increases
B’s incentive to take the initiative, as we have shown in Theorem 3.

Figure 2, on the other hand, plots the relationship between the probability of commu-
nication failure x* and the expected payoff to T. Now better communication (x* approaching
to zero) does not improve the expected payoff to the organization. This hon-monotonic rela-
tionship is due to two conflicting effects. We have pointed out in IV. 2 that better commu-
nication reduces the probability of implementing project 2 and increases the expected
payoff. However, better communication has a negative effect on B’s initiative because the
project proposed by B is less likely to be implemented. It is sometimes of value to the or-
ganization as a whole that the middle manager raise the bottom’s incentive to take the initi-
ative rather than pursue better communication.

Here comes the middle manager’s dilemma. After B discovers a project, it is best for
M to help T implement only the profitable project. However, to increase the ex ante incen-
tive of B to take the initiative, M should have T implement a project more often, even if the
expected payoff is negative, by not revealing the realized project. A subtle balance is de-
manded.

This dilemma offers an explanation for the problem in Omron we explain in the In-
troduction. In that case, the performance of some sections improved after the managers took
leave. This can be understood as the situation where the managers engaged in excessive
information transmission and discouraged the subordinates’ incentives before they took
their leave. The problem was mitigated by their absence through increase in the subordi-
nates’ initiatives.
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VI. Initiatives at the Bottom and Japanese Management

In this section we analyze the optimal organizational structure given that B takes the
initiative. As Table 3 shows, under centralization only project 1 is implemented given that T
has perfect information. B’s expected payoff is then given by

2

— de
esrfyve — -

The first-order condition yields the optimal initiative under centralization:

c _ srByvs
-

e

Two features are worth noting. First, the optimal initiative under centralization does
not depend on M’s characteristics (Sy, x*, €). Second, if M has higher monitoring capabili-
ties than T (Sw > st), then B’s optimal initiative is lower under centralization than under
hierarchy (e > e®). This is because the project proposed by B is more likely to be imple-
mented under hierarchy when sy, > st (see Table 3).

Using e®, we can obtain the expected payoff to the centralized organization as

etsr fyv. ©)

Comparing (9) with (8) yields the following result.

Theorem 4. Suppose that only the member directly above B can gather information about
the proposed project and that M sends a report about the project to T under hierarchy.
Suppose further that conditions (2) and (4) hold. The expected payoff is strictly higher un-
der hierarchy than under centralization if and only if the following condition holds:

(" sm—e%sr)Byw >esupl -y x*(c)v

Similar to Theorems 1 and 2, the tradeoff between the benefit from monitoring (the
left-hand side) and the cost from loss of control (the right-hand side) determines the optimal
organization. The difference from the previous results is that B’s initiative matters for the
comparison, since no project is implemented, regardless of the organizational structure, if B
does not find a new project.

The theorem suggests that the middle managers have another important role of man-
aging initiatives at the bottom. In fact, even if M has no advantage in terms of information
gathering (sw = st ), hierarchy may become optimal.®> Project 2 is more likely to be

)4

5 - - - - .. - -
Substituting sy = st into the condition in the theorem yields e

v .
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Figure 3. Standardization c and the Expected Payoff

implemented under hierarchy than under centralization, and hence B’s initiative increases
(e"> €°). Since this increase in B’s initiative in turn raises the likelihood that project 1 is
discovered, hierarchy may generate a higher expected payoff than centralization. In other
words, the middle manager raises incentives at the bottom exactly because he makes infor-
mation transmission to the top difficult. It is often the case that IT investment does not af-
fect the ratio of middle managers in the Japanese firm (Sato 2004). This finding is consis-
tent with our result because the middle managers’ role of motivating the bottom survives
even though IT might reduce the information gap between the top and the middle managers.

Furthermore, Theorem 4 helps us understand stylized features of traditional Japanese
management. Kagono et al. (1985) find that (a) managers lower than business unit managers
have more influence on strategic decision making in the Japanese firm than in their U.S.
counterparts; and (b) the organizational structure of the Japanese firm is less forma-
lized/standardized than the U.S. firm. Here standardization is measured by the ratio of the
firms adopting administrative systems like investment analysis, sales forecasting, and plan-
ning systems.

Our results are consistent with these findings. According to Theorem 4, hierarchy is
preferred to centralization in terms of initiatives at the bottom (e > e%). The Japanese firm
that emphasizes initiatives at the bottom is hence more likely to adopt the organizational
structure with more influence of the middle and bottom managers.

Furthermore, intermediate standardization in communication is desirable under hie-
rarchy (c in the middle range). Figure 3 shows the relationship between the degree of stan-
dardization measure by c and the expected payoff to the organization. The expected payoff

19



Japan Labor Review, vol. 7, no. 4, Autumn 2010

is not monotone increasing in standardization. This corresponds to our middle manager’s
dilemma. If the communication is very standardized, it is very difficult for M to make up a
subtle report, and hence M’s report is very likely to reveal the project truthfully. The project
is then less likely to be implemented, and hence the initiative at the bottom is undermined.
If the “less formalized/standardized” structure of the Japanese firm implies “intermediate
standardization in communication,” then this feature can be understood as a way to keep
initiatives at the bottom high, as our results suggest.

VII. Summary

Although it is often said that the strength of the stylized Japanese firm is in the emer-
gent strategies based on initiatives at the lower-tier workers/managers, the analysis of orga-
nizational structures encouraging such initiatives has been scarce. In fact, Numagami et al.
(2007) argue the need for research on organizational structures of the Japanese firm:

Research on important organizational problems, in particular, those detri-
mental to the emergent strategies, has been underdeveloped in Japan. We
strongly believe that when the performance of the Japanese firm was
sound during the 1980s, many business researchers did not realize the
problematic perception that “the organizational structure of the Japanese
firm is good at performing day-to-day operations.” ... Despite the possibil-
ity that good environments explain most of the high performance, neither
Japanese firms nor researchers could escape from the misperception that
the Japanese firms represented by Toyota were excellent and were in good
condition. (pp. 13-14)

In this paper we summarize existing literature on hierarchy in organizational eco-
nomics and analyze the roles of middle management and their relationships with organiza-
tional structures, in particular, by introducing “initiatives at the bottom” that have been em-
phasized by Japanese firms.

Setting up and analyzing a simple model of the organization that consists of top, mid-
dle, and bottom, we first show two functions of middle management, monitoring and com-
munication. We then argue that the relationships between these functions and the organiza-
tional performance are monotonic: The more the middle manager performs the monitoring
and communication functions, the better the top’s decision is and hence the higher organi-
zational payoff she can attain.

However, two features of the stylized Japanese firm in comparison with the U.S. firm
are hard to explain: (a) lower-level managers have more influence on strategic decision
making than business unit managers over their U.S. counterparts; and (b) the organizational
structure of the Japanese firm is less formalized/standardized. More influence of middle
management along with low standardization simply increases costs from “loss of control”
and harms the organizational performance.
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We thus introduce “initiatives at the bottom,” an important feature of the Japanese
firm, into the model and show that what we call the middle manager’s dilemma arises. Bet-
ter communication is not necessarily more desirable for the organization. The middle man-
ager should sometimes refrain from communication in order to increase the incentives of
the bottom to take the initiative. Two features of the Japanese firm mentioned above can be
understood as those encouraging initiatives at the bottom.
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Careers and Abilities of Next-Generation Executive Candidates
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This study was conducted in order to answer two questions on fostering next-
generation executive candidates. The first is whether there are specific abilities
that are required of business executives that are not envisioned in intellectual
skills theory, such as comprehensive judgment (Inoki 2002), and, if such abili-
ties are indeed required, what they are and how they are learned. The second is
whether, in fostering next-generation executive candidates, specialists are be-
ing developed by having them go through a wide range of careers as indicated
by intellectual skills theory, generalists are being fostered by having them ex-
perience various non-complementary cross-functional jobs, or both. The study
was conducted by interviewing 22 next-generation executive candidates of A
Corporation, an electronics manufacturer.

As a result, it was found that while A Corporation focused on the devel-
opment of specialists through both broad and narrow ranges of careers, it al-
lowed for the acquisition of non-function-specific abilities including “organi-
zational operation,” “corporate structure,” “corporate strengths and weak-
nesses” and “trust and networks,” all of which are required of executive candi-
dates. Furthermore, there were indications that these abilities are cultivated
through analogical learning based on comparisons triggered by the recognition
of differences in business operations as a result of internal transfers not taken
into account in intellectual skills theory. This led to the hypothesis that a broad
career system involves multiple learning, encompassing not only the capability
to deal with function-specific uncertainties envisioned in intellectual skills
theory, but also the non-function-specific abilities required of management that
are acquired through analogical learning. The hypothesis further included the
mechanism, as well as the significance, of multiple learning.

I. ldentification of Problems

The recognition in recent years of the importance of the early selection and cultiva-
tion of next-generation executive candidates resulted in the implementation of selective
cultivation programs by numerous companies. According to a survey (2007) by the Japan
Productivity Center for Socio-Economic Development of its 1600 supporting corporate
members (valid response from 202 companies), 58.7% of the companies are engaged in the
selective education of human resources with the percentage increasing yearly.

Yet, there is not much accumulation of knowledge on the abilities’ expected of Japa-
nese corporate management, which next-generation executive candidates are aspiring to
become, as well as how these abilities are developed. However, when studies on next-
generation executive candidates and white collar workers in general are included, there are

! As used herein, “abilities” collectively refer to expertise, technology and skills based on expe-
rience or leaning that serve as foundation for an action.
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mainly two different concepts. One assumes that function-specific abilities, etc., are learned,
and the other holds that leadership and corporate management abilities that are not related to
any specific function are learned.

Koike (2002a) and Inoki (2002) are representative of those adopting the former stance.
Koike (2002a) claimed that intellectual skills theory (Koike 1987, 2002a, 2005) describing
the skill formation processes and skill contents for blue collar workers is also applicable to
white collar workers. That is, he held that following a “broad career path,” wherein various
duties are experienced within a single function or closely-related functions, enhances skills
in inferring the causes and dealing with unexpected happenings in the workplace; in other
words, the capability to deal with uncertainties.

Inoki (2002) identifies efficient skill acquisition and efficient skill combinations with-
in an organization as the two criteria for determining the optimum career breadth. He holds
that a transfer to a closely-related job adjoining the current job will eliminate the cost of
skill acquisition and that human resources having a certain level of related work expertise
enhance marginal productivity by increasing personnel substitutability within an organiza-
tion. Inoki further claims that the more complementary the adjoining jobs are, the greater
the effects that are achieved, and that the same applies to cross-functional skills. He also
stated that the optimum number of functions to be experienced is determined based on the
relationship between the additional learning costs generated by internal transfers and the
productivity improvement effect thereof. Similar assertions are also made by Nakamura
(1992) and Noda (1995). These concepts relate to white collar workers in general, including
division managers, department general managers and other managerial workers.

Koike (2002a) also points out that those selected as central management candidates
are transferred to other functions in the U.S., British and Japanese companies and that,
while each country has generalist-type candidates, they are few in number. Inoki (2002) also
defines the skill of white collar management as the ability to make judgment on how to deal
with changes, claiming that the skills required vary depending on the type of change. He
holds that the skills necessary to deal with “small changes” can be learned through a broad
range of experiences in the field, while the “comprehensive judgment” deemed necessary in
dealing with “large changes” may be acquired by experiencing a variety of areas or syste-
matically studying a broad range of disciplines, such as MBA courses. Examples given of
skills in dealing with small changes include the ability to analyze the discrepancy between
the budget and the performance in managing budgets, which are said to be impacted by
first-hand knowledge of a broad range of areas (e.g., production, logistics, organization,
market). This concept is believed to be attributable to Nakamura (1992) and Noda (1995).
Meanwhile, comprehensive judgment was defined as something that involves major actions,
comparable to the skills related to the formulation of a plan on whether to select France or
Germany as an investment destination, and cannot be broken down due to its comprehen-
sive nature. In other words, it cannot be reduced to function-specific skills.

According to these concepts, while white collar workers are fostered mainly through
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the mechanism described by intellectual skills theory, the mechanism encompasses the pos-
sibility of developing next-generation management candidates, though few in number, as it
also cultivates unintended generalist skills, such as comprehensive judgment.

Meanwhile, examples of those taking the latter stance include Kanai and Furuno
(2001) and Kanai (2002, 2008). By taking an approach similar to the one found in a study
(McCall 1988) conducted by the Center for Creative Leadership (CCL; the United States),
they elaborate on the work experience of relatively successful Japanese corporate managers
and what the managers learned from the experience. Kanai (2002, 2008) states that corpo-
rate managers learn various things from their work experience to form a “personal leader-
ship theory” that strongly impacts their subsequent leadership. He refers to an experience
that shapes personal leadership theory as a “quantum leap experience, ” claiming that it is
experienced on the occasion of eight types of transfers and assignments. The eight types of
transfers and assignments are (i) initial assignment upon joining a company, (ii) first mana-
gerial post, (iii) participation in a project team, (iv) transfer from a line to staff department
or work, (v) development of a new businesses, markets, etc., from scratch, (vi) improve-
ment or restructuring of a disastrous department or business operation, (vii) expansion of
authorities due to promotion, and (viii) other internal transfers, assignments, etc. The rela-
tionship between the jobs before and after the transfer or assignment is not an issue here.
Examples given of abilities learned from job experiences include, in the case of “(v) devel-
opment of a new businesses, markets, etc., from scratch,” overall related jobs, strategic
mentality, establishment and utilization of organizations and management structures, nego-
tiation strategies, resilience to adverse situations, and dealing with ambiguous circums-
tances. These abilities, all of which serve as a premise for managerial and leadership beha-
vior, are not function specific.

In a survey conducted with respect to 8,000 randomly selected executive officers of
major listed and unlisted life and non-life insurance companies, Tachibanaki (1995) and Ito
and Teruyama (1995) reveal the abilities and qualities of corporate executives as recognized
by the respondents themselves. Tachibanaki (1995) selected three factors from the results of
factor analyses. The first factor was “cooperativeness, fairness and high credibility,” the
second was “mental strength, originality and adventurous spirit,” and the third was “abun-
dance of knowledge and ability to plan.” Meanwhile, Ito and Teruyama (1995) calculated
the average scores for the items relating to the abilities and qualities deemed important in
corporate executives and concluded that generalist, rather than specialist, qualities are va-
lued in executive officers, given the high average scores for four items; namely “fairness,”
“ability to build organizations and take leadership,” “ability to process and integrate diverse
information,” and “comprehensive corporate and business knowledge.”

The foregoing brings to attention the following two questions concerning the relation-
ship between Japanese corporate career systems and the cultivation of next-generation ex-
ecutive candidates. The first is whether there are knowledge and abilities specific to the
management level, such as the ability to make comprehensive judgments, and, if so, what
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they are and how they are learned. The second concerns the career systems. Specifically, it
is about whether, in fostering next-generation executive candidates, companies are develop-
ing specialists by having white collar workers follow a broad career path through transfers
to different jobs within the same function and in complementary functions as indicated by
intellectual skills theory, or cultivating generalists by having them experience various cross-
functional jobs regardless of whether they are complementary in nature, or doing both. The
first system that focuses on a broad range of careers within a single function gives rise to
the questions of the selection criteria for next-generation executive candidates and the ratio-
nality of said criteria. Furthermore, it is necessary to confirm whether there are specialist
next-generation executive candidates, given that it is said that generalist abilities are valued
in management executives.

1. Survey

1. Outline of Survey

A survey was proposed in order to find answers to the two questions mentioned above.
The subjects of the survey were 22 of the next-generation executive candidates directly ma-
naged by the Human Resource Development Office of A Corporation, a major electronics
manufacturer that has its headquarters in Tokyo. Of the 22, 11 had engineering jobs and 11
had administrative jobs. In terms of academic background, one had a doctorate, four had a
master’s degree (one having acquired a doctorate while at A Corporation), 16 had bachelor’s
degrees, and one had a high school diploma. 20 were men and two were women. They had
joined A Corporation in the period from 1983 (bachelor’s degree) and 1997 (doctorate), and
none had experience working for another company. The survey was conducted in March
2005. Two sets of survey data were collected; one being the career data provided by the
Human Resources Development Office of A Corporation for the 22 subject to the survey,
and the other being data collected from the individual interview survey of the 22. Following
confirmation of their careers since joining the Corporation, the subjects were interviewed on
the two business operations that they believe provided the most significant learning expe-
rience career wise and the details thereof. The interview lasted approximately 90 minutes
per person. Each interview was recorded in its entirety, and the contents thereof were fully
documented. According to an individual from the Human Resources Development Office,
the career system at A Corporation places relative importance on specialization and internal
transfers take place mainly within a single function.

2. Analytical Framework

The analytical framework for the survey for obtaining answers to the aforementioned
two questions is examined here in this section. In respect to the first question, conceivable
abilities required specifically of the management level are those pertaining to cross-
functional administration and business management. Inoki (2002) lists the following as the
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elements of the ability to make comprehensive judgment: (i) the ability to “quickly” grasp
the essence of the theories and facts of other (or adjoining) professional disciplines, (ii) the
ability to organize and connect the “facts” concerning immediate problems, (iii) the ability
to predict and “profoundly interpret” unreliable human behavior, and (iv) the ability to
“quickly” determine whether speculation based on uncertain information is satisfactory in
terms of common sense and instinct. What these concepts have in common with the con-
cepts presented in the personal leadership theory approaches of Kanai and Furuno (2001)
and Kanai (2002, 2008) is that they are not limited to specific functions. Honda (OKitsu)
(2002) classified white collar abilities into four categories by using two axes, which are
“company specific — cross-company” and “fixed — non-fixed.” Along the “fixed — non-
fixed” axis, it is claimed that fixed skills include basic functional and technical knowledge
and that non-fixed skills include both administrative/business management skills and func-
tion-specific skills, such as an assessment and judgment of a situation, a response to a new
state of affairs, a prediction of the future and planning, and inter-personal abilities. In re-
spect to the “company specific — cross-company” axis, it is held that company-specific
skills include technical knowledge specific to products and goods handled by each company,
processing methods unique to a company in such areas as accounting and financial affairs,
and the human network within a company. On the other hand, cross-company skills are said
to include basic functional knowledge, as well as broad knowledge, perspectives, and net-
works acquired by experiencing the businesses and operations of numerous companies. It is
further said that abilities “increase in sophistication” as they move from fixed/cross-
company to fixed/company specific, then to non-fixed/company specific, and finally to non-
fixed/cross-company. Lepak and Snell (1999) point out the importance of company-specific
skills even more strongly in their Human Resource Architecture. In their architecture, the
classification axes for the group management of human resources are “human capital value”
and “human capital uniqueness.” Human resources are divided into four groups using these
axes, with the group ranking high along both axes serving as the corporate core. The model
has been corroborated by Lepak and Snell (2002). Here, “human capital uniqueness” signi-
fies the possession of company-specific skills that were developed internally and are diffi-
cult for other companies to obtain, either through the market or emulation. Based on the
concepts detailed in Resource Based View of the Firm by Barney (1991), it is assumed that
corporate uniqueness guarantees the source of a company’s sustainable competitive advan-
tage.

Consequently, if there are abilities that are not function specific and are considered
important for business management, it is believed that companies not only will develop
more sophisticated skills for specific functions as assumed by intellectual skills theory, but
will also be motivated to cultivate and select human resources having more non-function-
specific abilities that will reinforce the overall sustainable competitive edge of the company.
Furthermore, in terms of corporate uniqueness, which serves as the source of sustainable
competitive advantage, it is believed that there is technical corporate uniqueness that be-
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comes the foundation for differentiation of products and services and organizational corpo-
rate uniqueness for business management that involves, among other things, lowering trans-
action costs within an organization and promoting the development of competitive new
products and services by determining competitive knowledge, technology and abilities that
are unique to the company and combining them with other elements (Uchida 2008a, 2008b).
If so, there is a possibility that companies, motivated to develop not only human resources
having non-function-specific business management and administration abilities, but also
function-specific human resources that develop company-specific technologies, are includ-
ing the latter among their next-generation executive candidates.

Accordingly, it is necessary to classify the abilities learned by next-generation execu-
tive candidates in the course of their professional careers along the following three axes for
review. The first is the “function specific — non-function-specific” classification axis. The
second is the “company specific — general” axis. The third is the “organizational — technic-
al” axis for the further classification of company-specific abilities.

In respect to the methods of developing the abilities of white collar workers prior to
the attainment of corporate management positions, both intellectual skills theory and per-
sonal leadership development theory deem job experiences acquired in the course of profes-
sional careers as the main method. Furthermore, Honda (Okitsu) (2002) organized skill
sources into external sources comprising education at academic institutions and experience
working in other companies, and internal sources encompassing various off-the-job (off-JT)
and on-the-job training, cross-functional teams, subordinates and colleagues, field expe-
rience, inter-level transfers within the organization, broad experience within a function, and
experiences in multiple functions. Additionally, ideas on the correspondence relationship
between these sources and the aforementioned four classes of white collar abilities are pre-
sented. Thus, a decision was made to investigate what abilities were learned or acquired and
the opportunities therefor, including off-the-job experiences, referring to the scheme pre-
sented by Honda (Okitsu) (2002) for use as the analytical framework.

As for the second question concerning career systems, given the review thus far, it is
probably necessary to verify not only the number of functional experiences, but also the
level of the complementary nature between or among the different functions in cases where
multiple functions were experienced. This is because, in the first place, a company is inter-
nalized as an organization, due to the need to place each element of its business systems
under a single management for the purpose of achieving specific purposes. In other words,
each element is complementary in nature to a certain extent, be it direct or indirect. This
means that even if an external party were to explain the complementary relationship be-
tween any two functions ex-post facto, it is not possible to say definitively that an internal
transfer was for the cultivation of human resources depicted in intellectual skills theory,
since there is a certain degree of complementary relationship among all elements. Hence, it
is necessary to verify in detail the relationship between jobs before and after an internal
transfer. Furthermore, it was decided that in order to verify whether there are both general-
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Table 1. Jobs Experienced through Internal Transfers, Complementary Relationship,
Number of Business Offices, Technical Fields, Complementary Effect and
Enrollment in Long-Term Training

Respon- No. of ] Comple- No. of No. of Specific Comple-  Long-
dent i0bs Type of job mentary  Remarks offices tech. technical mentarity term
No. J relations fields expertise effect training
1 2 SE, consulting Yes 2 2 SE, consulting Yes

Software develop-
2 1  Development 1 2 ment, mainframe No
development
3 1 Planning and 1 1 Product planning and
development devellopment
. . Nuclear power,
4 2 ;ecsggn, mainten- Yes 2 3 space, Yes
maintenance -
LSI, inverter, battery
5 1  Development 3 3 contri)l Yes
Accelerator,
6 1  Development 1 3 MRI. linear Yes 1
7 2 Design, planning No 2 1  Designing
Development, S, Analog devices,
8 3 productpplanning No 3 2 g g dovel No
Memory develop-
9 1  Development 2 1 R
10 1 5:3:?;82122? 1 1  DNA sequencers 1
Strategic
Human resources
11 2 : e Yes ersonnel 7 1
business promotion Slacement
Human resources,
12 3 documents, No 3 1
general affairs
Human resources,
- legal affairs - E 1
14 2 Sales, planning Yes 3
Advertisement,
15 3 general affairs, No 3 1
public relations
Human resources, Commer-
16 2 business Yes cialization of 3
development HR business
Manufacturing,
17 1  production 1 1
technology
18 1 Accounting 3
19 1  Finances 3
20 1  Human resources 3
21 1  Human resources 4
22 1  Sales 1
Average 1.59 2.45

ists and specialists, transfer patterns should be analyzed not only based on the average num-
ber of cross-functional transfers, but also from the perspective of whether the individuals
can be classified into those with numerous cross-functional transfers and those who are pur-
suing their career within the same function.

I11. Results of Survey
1. Career System
Of the two questions, the analytical results regarding the career system are shown in

Table 1. The average number of functions experienced by the 22 individuals was 1.59.
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Among the multiple functions, there were some without complementary relationships. Of
the 10 next-generation executive candidates in engineering positions, four had experienced
multiple functions (Respondents 1, 4, 7 and 8 of Table 1), with two saying that there was no
complementary relationship between or among the functions. In either case, the individual
was transferred to a job with strong administrative elements, such as business planning and
product planning. The remaining cases involved transfers to functions along a continuous
sequence of processes.

Of the 12 administrative personnel, six had experienced multiple functions, with three
(Respondents 12, 13 and 15 of Table 1) stating that there was no complementary relation-
ship between or among the functions. Of the three, two (12 and 13) have been in jobs in the
same specialized field as professionals in the functions (annuity and M&A-related legal
affairs) that they were transferred to last. In other words, while their area of expertise
switched from the function that they were assigned to when they first joined A Corporation
to a different function, they have been working in that same function since. Of those in ad-
ministrative jobs, there was only one person who experienced multiple functions with no
complementary relationships. The details of the complementary relationships between or
among the multiple functions experienced by the individuals are shown in Table 2. Based on
the information, it is believed that three of the 22 individuals are following a generalist-type
career path, experiencing multiple functions without complementary relationships. The re-
maining individuals were basically being transferred within the same function or within a
range of strongly complementary functions. Of the 12 individuals who have never been
transferred to another function, approximately half (five) had experience being transferred
to three or four different business offices. On the other hand, there were six who have never
been transferred either to different functions or business offices. Thus, it is believed that A
Corporation basically cultivates specialists by providing broad and narrow career paths de-
picted by intellectual skills theory.

Characteristic of the analytical results of the data is the large number of transfers to
different business offices in the case of administrative jobs. The number of transfers to dif-
ferent business offices totaled 54 for the 22 individuals, 36 for the 12 administrative person-
nel (three per person), and 18 for the 10 technical personnel (1.8 per person). While con-
crete cases of abilities learned or acquired will be indicated as appropriate for each analysis,
only the top 10 of the 15 abilities learned or acquired will be shown due to limitations in
space. The ratio of the number of cases (112) for the top 10 items to the total of 129 cases is
87%.

2. Abilities Learned or Acquired
(1) Function Specific/Non-Function-Specific

As a result of a review of the analytical framework, it was decided that the abilities
learned or acquired should be classified and analyzed from three perspectives: namely (i)
function specific/non-function-specific, (ii) company specific — general, and (iii) company
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Table 2. Complementary Relationship among Jobs Experienced

through Internal Transfers

Respon-
dent
No.

Comple-
mentary
relations

Circumstances of internal job transfer

11

12

13

14

15

16

Yes

Yes

No

No

Yes

No

No

Yes

No

Yes

Following the development of systems for the company (or companies) for which I was in
charge, | was assigned to a new business division established for system implementation
consulting. | was able to take advantage of my experience as an SE.

| designed large-scale built-to-order facilities for about 8 years, worked with a U.S. partner in
the business for 7 months, worked on maintenance for 8 months and after going back and
forth between the development and maintenance of components for large-scale facilities a
number of times, | am currently designing large-scale facilities again.

| was transferred from a job designing large machinery (engineer) to the Business Strategy
Office (administrative work) and had difficulty attaining business management perspectives.

| was distressed over my career when | was working on the development of analog devices
and became a system integrator. As a result, | gained an understanding of both technical and
business perspectives and asked to be transferred to new business planning.

After working in human resources at multiple business offices, | studied corporate manage-
ment through long-term training. After working on service planning and business promotion
at an education and training subsidiary, | am engaged in human resources work aimed at
promoting strategies.

| worked on personnel education at a business office, then compiled company history in the
documents section, subsequently worked on general affairs, after which I worked on annui-
ties and pensions. | have been in charge of annuities and pensions since.

After working on human resources at a business office, | went to a U.S. university to acquire
an MBA and studied, among other things, M&A-related legal affairs. Upon return to Japan, |
took charge of work relating to legal affairs.

| was transferred from device sales to planning within the same department, was subsequent-
ly transferred to systems sales and then moved to the sales planning division at the head
office. My experience in multiple sales jobs that differ in nature is proving useful for my
current job.

| was assigned to the advertising department (overseas advertising) and produced product
advertisements and the like. Next, | enrolled in long-term training and studied about external
corporate communication activities. Subsequently, | took charge of general affairs and
accounting operations within the advertising department, after which | was transferred to the
public relations department. | am in charge of workplace communication within the depart-
ment. Advertising and public relations differ in both the substance and method of work.

After working in human resources at a business office, | spent one year at a U.S. subsidiary
(human resources) and worked on labor affairs at a business office upon return. | subsequent-
ly took charge of personnel education at the head office. Some of the human resources
operations were separated out as an internal operational support business and | was assigned
there. | later took charge of human resources at the head office again.

specific/organizational — company specific/technical (if classified as being company specif-
ic in 2). Based on the content analysis of the interview data for the 22 individuals, 129 cases
relating to the 15 areas of abilities learned or acquired were selected. The definitions of the
15 abilities learned or acquired are shown in Table 3. The classification results for the 129
abilities learned or acquired in 15 areas along the three axes are shown in Table 4.

First, it can be seen that non-function-specific matters, or matters that are not re-

lated to specific functions, are being learned or acquired at high frequencies. With 83
non-function-specific abilities and 46 function-specific abilities, non-function-specific
abilities accounted for approximately two thirds of the total abilities learned or acquired.
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Table 3. Definition of Abilities Learned or Acquired

Abilities Learned or Acquired

Definition

One’s work
Parties involved in work

One’s subordinates

Technology

Decisions

General technology
Organizational operation
Corporate structure

Corporate strengths and weaknesses

Trust and networks
Work

Business decisions

Companies
Parties concerned

Methods of acquiring new knowledge

Matters concerning the characteristics of one’s work and the department
to which one belongs

Matters concerning the characteristics and methods of relating to
customers, human resources of affiliated companies, etc.

Matters concerning the characteristics and methods of relating to
subordinates

Matters concerning technology specific to one’s company
Matters concerning technical decisions specific to one’s company

Matters concerning technology that is not company specific and can be
obtained by anyone

Matters concerning expertise and the like for operating multiple
departments within one’s corporate organization

Matters concerning the systems and management structures of one’s
company

Matters concerning the business strengths and weaknesses of one’s
company

Establishment of relationship of trust and networks within the company
Basic matters concerning work in general

Matters concerning methods and other aspects of making general
business decisions

Matters concerning companies in general
Matters concerning customers and affiliated companies in general

Matters concerning the attainment of new knowledge

Table 4. Classification and Occurrence Rate of Abilities Learned or Acquired

Function-specific

Non-function-specific

46 83
Company specific Company specific
35 54
Organizational ~ Technological General Organizational ~ Technological General
24 11 11 54 0 2
8@3’5 work Technology (8) tGegRﬁgallogy Organizational Work (10)

) Judgment (3) (11) operation (16) Business
m;glevsed Corporate decisions (8)
in work (8) structure (15) Companies (5)

, Corporate -

One’s Parties
. strengths and
?lgj)bordmates weak%esses (13) concerned (3)

Methods of
acquiring new
knowledge (3)

Trust and
networks (10)
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Non-function-specific abilities comprised “organizational operation,” corporate struc-
ture,” “corporate strengths and weaknesses” and “trust and networks,” which are com-
pany specific, and “work,” “business decisions,” “companies,” “parties concerned” and
“methods of acquiring new knowledge,” which are general.

These company-specific abilities defined in Table 3 are necessary in business execu-
tives and organizational leaders. As was mentioned above, the career system of A Corpora-
tion is characterized in that A Corporation has its personnel take a so-called broad career
path, yet attention should be directed to the fact that a majority of the abilities learned are
non-function-specific abilities, many of which are expected of management. Concrete ex-
amples of each are shown below.

Example of “Organizational Operation”

(When A Corporation underwent an organizational reform earlier to shift emphasis
from hardware to software) A Corporation adopted what one might say is a rather tough
budget system, although I don’t know whether it is a good management index. For one thing,
efforts were made to facilitate the transition somewhat through a complete reformulation of
the budget, a re-write of the medium-term plan and revision of plans themselves to replace
the numbers for hardware to those for software. In other words, the target values were
changed. (18)°

Example of “Corporate Structure”

(Upon having been transferred from device development to system integration) Al-
though A Corporation advocates technology and hires people who did academically well in
engineering, | am extremely concerned about this practice. Business viability cannot be en-
sured that way.... Business cannot be conducted without individuals capable of conducting
sales activities, especially in the case of consumer products. | believe the attainment of this
perspective was extremely valuable for me. (8)

Example of “Corporate Strengths and Weaknesses”

Overall, (the strength of) A Corporation is nuclear power. There are instances where
we market technical synergies, using the so-called synergy effect, and talk about the fact
that water can cause the pump to rust, but push forward the fact that we also have the tech-
nology to prevent corrosion in the plumbing of the nuclear reactor. (5)

Example of “Trust and Networks”
Since there are a considerable number of people in our company, it is important to
know the key persons well, especially when working on development .... It is extremely

2 The number in parenthesis is the respondent number shown in Table 1. The same applies herei-
nafter to numbers in parenthesis indicated after a concrete example.
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important to know these key persons well and have a network encompassing such people in
terms of knowing where to obtain what information and who to consult for which matters.
(4)

The first example on “organizational operation” is a case where the individual was
thoroughly familiar with A Corporation’s rigid budget system, which is a company-specific
requirement, and had learned the importance of reforming the organization based on such
premise. The example of “corporate structure” is a case where the individual began to rec-
ognhize A Corporation’s excessive emphasis on technology as a problem by experiencing
both technology-oriented and customer-oriented jobs, which are completely different. The
individual was thus learning the characteristics of the company’s overall management. The
example of “corporate strengths and weaknesses” is a case where the individual realized
that it is possible to enhance the competitive edge of the products that his/her business
group covers by utilizing the high-level technologies, etc., of other business groups. The
individual is learning the management expertise that is important to diversified companies.
Finally, the example of “trust and networks” talks about not being able to execute large
projects without a network of key persons. Again, this is a skill required of management
executives and executive candidates.

As previously stated, non-function-specific general abilities include “work,” “busi-
ness decisions,” “company,” “parties concerned” and “methods of acquiring new know-
ledge.” Many of the concrete abilities learned or acquired were basic. They are probably
considered general abilities, precisely because they are basic. None of the four is in the top
10 abilities.

(2) Company Specific — General

As indicated earlier, the non-function-specific abilities that are company specific (i.e.,
“organizational operation,” “corporate structure,” “corporate strengths and weaknesses,”
“trust and networks”) were mainly abilities that are sought after in executive management,
which are necessary in order to leverage the strengths of one’s company while suppressing
the weaknesses thereof, as well as efficiently coordinate an organization overall. On the
other hand, there were five function-specific abilities that are company specific: namely
“one’s work,” “parties involved in work,” “one’s subordinates,” “technology” and “judg-
ment.” These involve developing, through the execution of one’s business tasks, a deeper
understanding of specific subjects, such as parts of a job that are related to company-
specific requirements, parties concerned (customers and others), one’s subordinates and
subjects of research, in order to enable a more effective and efficient execution of business
operations. The following are concrete examples of “one’s work,” “parties involved in
work” and “technology.”

LI INT3

Example of “One’s Work”
Although we conduct surveys every year, what we often see are comments like “ex-
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pensive” or “not user friendly,” and it is difficult to unearth information like “this is the kind
of function I’m looking for” through questionnaires. The best opportunity for direct com-
munication with customers is at seminars and similar events, where we exhibit our products
and explain them to customers. Asking for an opportunity on those occasions to listen to
customer comments, such as “These discs are OK too, but don’t you have something like
this?” and “It would be nice if you could incorporate a Windows server into this,” is un-
doubtedly the most common way of finding development ideas. (2)

Example of “Parties Involved in Work”

There has been an increase in cases where | have to ensure that a proposal is logically
complete, since presenting half-baked proposals results in the customer overturning every-
thing.... What is particularly true of banks (customers) is that even when | work things out
in detail with the person in charge, there are cases where that person has to obtain approval
on the customer side, and the person in charge may not be able to obtain approval, unless
we both are clear on the logic of the proposal. (1)

Example of “Technology”

(The reason that it was possible to develop the ground-breaking technology that en-
couraged the transition from first-generation to second-generation DNA sequencers) has to
do with the fact that (laser beam irradiation) results in the scattering of light, since the capil-
lary is cylindrical.... On one occasion, it occurred to us that the desired result may be
achieved by using multiple capillaries, and there was a moment in the course of routine ex-
periments where it appeared as though they let light through. That led to the question of
why this was.... We thought that the capillaries might be functioning in a manner similar to
an array of multiple convex lenses, elicited the conditions (for the clean passage of light),
tested the conditions, and found that they allowed for the clean passage of light. We at-
tracted attention by applying for a patent on the conditions, presenting them at academic
conferences and publishing them in academic journals.... Even during the times of old-
generation flat-plate sequencers, A Corporation was employing the horizontal incidence
method where the glass plate is horizontally irradiated (with a laser beam) to allow the
beam to pass through gaps, while other companies were using the horizontal scan method.
This is because it is more efficient, as it allows for the concurrent irradiation of the multiple
DNA arrayed in all lanes.... Capillaries have to be laid perfectly flat (even more so than
with the flat-plate method) in order for the sequencer to work. Arranging them in a perfect
array is an operation that requires time and effort, which cannot be achieved without a cer-
tain production technology. There is no doubt that the technology is based on the production
technologies that A Corporation has been developing. (10)

(3) Company Specific/Organizational — Company Specific/Technical
This involves differentiation between organizational and technical abilities within
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Table 5. Occurrence Frequency and Ratio of Opportunities for Ability Acquisition

Opportunity No. of Cases (%)

Transfer: department 69 31
On the job (other departments) 40 18
On the job (content of work) 27 12
On the job (supervisors) 24 11
On the job (customers) 19 9
On the job (other companies) 16 7
On the job (colleagues and senior staff members) 12 5
Training 8 4
Transfer (level) 7 3
Total 222 100

company-specific abilities. Company-specific abilities that are organizational included “or-
ganizational operation,” “corporate structure,” “corporate strengths and weaknesses” and
“trust and networks,” which are non-function-specific, and “one’s work,” “parties involved
in work™ and “one’s subordinates,” which are function specific. These abilities allow for the
effective and efficient operation of organizations and the execution of business operations
based on a profound understanding of the characteristics of the company and the overall
business or of the specific characteristics of individual business operations, as well as the
human resources and other elements involved therein. On the other hand, “technology” and
“judgment” were the company-specific abilities that are technical and related to the utiliza-
tion, accumulation and development of technical expertise. These serve as the source of
products and services that provide a competitive advantage through differentiation. There
were no non-function-specific technical abilities that were company specific.

3. Opportunities for Learning or Acquiring Abilities

As a result of data analysis, a total of 222 concrete opportunities in nine types were
confirmed with respect to 129 abilities learned or acquired in 15 areas. This is because more
than one concrete opportunity is involved in the learning or acquisition of a single ability.
The nine types of opportunities for learning or acquiring an ability and the number and per-
centage of concrete cases for each are shown in Table 5.

On-the-job learning accounted for approximately two thirds of the opportunities for
learning or acquiring an ability, and transfers to other departments or levels accounted for
the remaining approximately one third. Ranking high among on-the-job learning opportuni-
ties in terms of percentage were other departments (18%), content of work (12%) and su-
pervisors (11%). On the other hand, learning or acquiring abilities through transfers in-
volves developing an awareness of the differences and commonality between past and
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present jobs in terms of content and approach, and subsequent comparative learning based
on relativization and association. Of the nine types of opportunities for learning or acquiring
an ability, the most common was “Transfer (department)” at 31%. The foregoing is an indi-
cation of the importance of comparative learning through internal transfers.

(1) Opportunities for Learning or Acquiring Abilities and Description of Corresponding
Abilities

In respect to the relationship between the opportunities for learning or acquiring abili-
ties and the description of the corresponding abilities, the most frequently occurring oppor-
tunity for each content (ability) learned or acquired is indicated in Table 6 and the relation-
ships between the abilities learned or acquired and the opportunities therefore are indicated
in Table 7.

In respect to the relationship between the ability learned or acquired and the opportu-
nity therefor, data analysis indicated that specific abilities are acquired through specific op-
portunities. Occurrence Rate (A) in Table 6 is the average occurrence rate of an opportunity.
Compared with the Occurrence Rate by Ability (B), there was a minimum difference of 6
points and as much as 24 points in some cases. However, no distinguishing factors were
identified based on axes, such as “function specific - non-function specific” and “company
specific — general.”

In respect to methods of acquiring company-specific abilities that are non-function-
specific, which are believed to be sought after in management executives, the opportunity
for acquiring “corporate structure” was “transfer (department),” that for “organizational
operation” and “trust and networks” was *“on the job (other departments), and that for “cor-
porate strengths and weaknesses” was “on the job (customers).” “Corporate structure,”
which signifies an overall understanding of one’s company or one’s business regardless of
functions, involved gaining an understanding of the overall corporate structure and nature
by relativizing past jobs in terms of conduct and approach as a result of having attained dif-
ferent perspectives through internal transfers, such as from a line department to a staff de-
partment. The following are concrete examples.

Example of Opportunity for “Corporate Structure”: Transfer (Department)

(I spent time in sales and subsequently was transferred to sales planning. There we
had discussions on narrowing down target customers from a strategic perspective, but | had
experience in the field of struggling to establish a relationship of trust with customers due to
certain customers being included or excluded from our target every few years. Based on
such experience,) | feel that, while there are cases where we have no choice but to focus our
efforts on certain customers, it is not necessarily acceptable to discard a customer, if there is
a person who is in charge of defending and protecting that particular customer. It boils down
to the question of where to strike a balance between the two. We may find in the future that
there are certain customers that we can in no way accommodate. However, we can’t just
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Table 6. (Abilities) Learned or Acquired and Opportunities

Unit: %
Classification (Abilities) Opportunit 0ccgtree e Ocrgltlgfsgce B)-(A)
Learned or Acquired PP y ability
A
(B)
Function specific
Compgny_specific— - One’s work - Transfer (department) 31 50 19
organization - Parties involved in work - On the job (customers) 9 33 24
Company specific- . .
technology Technology On the job (colleagues) 5 19 14
. * On the job
General General technology (content of work) 12 29 17
Cross-functional
Company specific- - . - On the job
organization Organizational operation (other departments) 18 42 24
- Corporate structure * Transfer (department) 31 41 10
- CarE S - On the job (customers) 9 22 13
and weaknesses
. * On the job
Trust and networks (other departments) 18 24 6
General - Work - Transfer (department) 31 52 21
- Business decisions * Training 4 14 10

Table 7. Relationship between Abilities Learned or Acquired and Opportunities

(Abilities) Learned

or Acquired Opportunity Relationship
One’s work Transfer Develop awareness of differences in the overall scheme and concept of
(department) work, as well as the way a department operates, by performing different
business operations as a result of internal transfers, which serves as an
opportunity to acquire knowledge
of a new job.
Parties involved On the job Develop profound understanding of customers and collaborating
in work (customers) companies through long-term relationship with them.
Technology On the job Understand technology by asking colleagues and senior employees
(colleagues) questions, as well as by observing them work.
General On the job Develop an awareness of the lack of knowledge on general technology
technology (content of work) in the course of performing business operations and learn the technolo-
gy.
Organizational On the job Acquire expertise on soliciting the action of other departments and
operation (other departments) organizations through activities aimed at attaining their cooperation for
the successful execution of work.
Corporate structure  Transfer Acquire a broader perspective as a result of transfer from line work to
(department) staff work, while relativizing past operations and concepts, to develop
an understanding of company-wide structures, etc.
Corporate On the job Develop an awareness of the strengths and weaknesses of one’s com-
strengths and (customers) pany through communication, etc., with customers.
weaknesses
Trust and On the job Develop trust and networks based on track records achieved through
networks (other departments) contacts with the key persons of various departments necessitated by
work.
Work Transfer Develop a basic awareness of “the meaning of work" by recognizing
(department) the differences in the content of work before and after the transfer.
Business Training Through training, learn the framework and concepts of management
decisions and business decisions that cannot be attained on the job.
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deal with a few customers that we absolutely want to maintain a relationship with. Since it
is possible to establish a broad range of give and take relationships, we must think about
things in more ways than one.... We must give thought to both breadth and balance, even
more than to importance and the degree of focus. (14)

Other company-specific abilities that are non-function-specific involved turning mat-
ters experienced or learned on the job into non-function-specific abilities by developing a
more abstract understanding thereof that transcends functions. For example, in the afore-
mentioned case of “corporate strengths and weaknesses” (opportunity: on the job [custom-
er]), the individual knows from communication with customers what the market recognizes
as A Corporation’s strengths and understands that customer and market confidence can be
enhanced by leveraging that fact.

On the other hand, it was confirmed that technical abilities that are company specific
and serve as the source of product and service differentiation are learned or acquired
through contact with colleagues on the job, such as research and development.

IV. Discussion

The following three points were clarified as a result of this study. The first concerns
the career paths of next-generation executive candidates. The result was that they were
mainly following a broad or a narrow specialist-type career path, with some following a
generalist-type career path. Specifically, three out of the total of 22 individuals were essen-
tially following a generalist-type career path, with experience in multiple functions. Of the
12 who have never been transferred to another function, about half (five) had experience
being transferred to approximately three or four different business offices. On the other
hand, there were six who have never been transferred either to different functions or busi-
ness offices. The second is that abilities learned by next-generation executive candidates
include non-function-specific abilities. Specific examples include “organizational opera-
tion,” “corporate structure,” “corporate strengths and weaknesses” and “trust and net-
works,” which are company-specific organizational abilities. However, there also are com-
pany-specific technical abilities that are function specific, such as research and development
that serves as the basis for product and service differentiation, and it was found that human
resources having such abilities are also considered next-generation executive candidates. In
other words, not only generalists who manage a company overall, but also specialists are
considered executive candidates. The third concerns how the abilities sought after in these
next-generation executive candidates are learned or acquired. First, company-specific tech-
nical abilities that serve as the source of differentiation are learned in the course of a career
path within a single function. Half of the career paths within a single function were broad,
with the remaining half being narrow. On the other hand, in respect to learning or acquiring
company-specific organizational abilities that are non-function-specific, it became clear that
it is necessary to experience multiple functions and business offices in order to promote
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understanding of the company overall that are not related to specific functions. This in-
cluded expanding one’s perspective through a transfer from a line department to a staff de-
partment, while relativizing past jobs in terms of conduct and approach, thereby understand-
ing the structures and conduct of the company overall. Furthermore, it was important for the
jobs before and after the transfer to be different for this type of learning. Abilities for the
precise operation of the company overall (organizational operations, corporate strengths and
weaknesses, trust and networks) were being acquired as non-function-specific abilities by
developing a generalized understanding of the relationship with customers and other busi-
ness officers in the course of business operations within a single function.

As for the first finding concerning the breadths of career paths, they were comprised
mainly of the broad career system envisioned in intellectual skills theory and narrower ca-
reer systems, with an average of 1.59 cross-functional transfers. There also were a few who
had experienced multiple functions. However, the average number of cross-functional trans-
fers is small also in comparison with past studies. According to Morishima (2002) the aver-
age numbers of cross-functional transfers of section managers for human resources, sales
and accounting were all over two. It is not known whether this is because A Corporation
customarily adopts career systems designed to cultivate specialties or because very few who
are qualified to become section managers have actually been appointed section managers.

The data for the second finding on abilities learned are quite interesting in that many
non-function-specific abilities are being learned at A Corporation in spite of the fact that, as
mentioned earlier, A Corporation mainly employs career systems that are typically used for
the cultivation of specialists. It is believed that this is related to the third finding on oppor-
tunities and processes of learning. Furthermore, they are highly thought provoking in re-
spect to the formulation of a theory concerning the mechanism for cultivating next-
generation executive candidates. Until now, intellectual skills theory was considered the
core mechanism for the cultivation of white collar workers. While there is no room for
doubt concerning the foregoing, this study clearly indicates that there are some aspects of
the cultivation of next-generation executive candidates and others that intellectual skills
theory alone cannot adequately explain. While intellectual skills theory assumes the acquisi-
tion of profound function-specific skills for the execution of business operations within a
principal function, the results of this study verifies the learning or acquisition of non-
function-specific abilities that are also considered important for corporate management. It is
believed that “corporate structure,” a non-function-specific skill, is acquired mainly through
analogical reasoning (Gentner 1983; Gentner et al. 1997; Markman 1997; etc.) attributable
to transfers (department). Gentner (1983) and Gentner et al. (1997) propose the structure
mapping theory, wherein a person, who is learning about a target in comparison with a base,
performs cognitive representation in order to recognize the commonalities and differences
with the base and proceed with analogical reasoning. Hirano, Uchida, and Suzuki (2008)
claim that an internal transfer results in a discrepancy between the abilities necessary for the
execution of a job and the abilities possessed, due to the differences in the contents of jobs
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Learning Cause and Effect: Intellectual Skill

— Improvement in the abilities to deal with
uncertainties (e.g., ability to deduce the
cause of abnormalities)

G S
Job B
<—‘—>

Analogical Learning through Comparison:
Ability to Make Business Judgments

— Improvement in making non-function-
specific judgments through relativization
and generalization

Figure 1. Coexistence of Multiple Learning Patterns in Internal Transfers

before and after the transfer, and that different learning strategies are taken depending on
the state of the differences.

Intellectual skills theory asserts that, by developing a more profound understanding of
principal function A in relation to auxiliary function B, the skill of dealing with uncertain-
ties will be enhanced or principal function A can be performed more adequately by employ-
ing expertise relating to auxiliary function B. A and B do not have to be functions and may
be different duties within a single function. The assumption here is that learning is based on
cause and effect or on functional linkages. However, a learning pattern confirmed from the
results of this study involves the recognition of the differences (and commonalities) thereof,
which are subsequently relativized and generalized. It is believed that this results in the de-
velopment of non-function-specific abilities, such as the ability to deal with diverse situa-
tions and make business judgments, which are not business abilities associated with a spe-
cific function (see Figure 1). In other words, two learning mechanisms exist in career sys-
tems for white collar workers; one being for learning function-specific contents through
internal transfers, and the other being for learning abilities expected of non-function-
specific generalists. The differences in the nature of learning based on differences between
jobs within a single function and that based on differences between jobs in different func-
tions have not been clarified. This is a subject that remains to be studied.

The hypothesis that an internal transfer results in multiple learning patterns is of
prominent significance in terms of career systems. This means that the abilities necessary
cannot be fostered in individuals prior to appointment as business division directors or other
management executives by means of intellectual skills theory alone. According to the hypo-
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thesis based on the results of this study, individuals are improving on their abilities relating
to their principal function (function-specific abilities), while learning non-function-specific
abilities pertaining to business management, etc., as they follow broad career paths. Realis-
tically, it is highly likely that many of the next-generation executive candidates will not be
appointed to the position of a management executive, given that there are few positions
available. In view of this situation, establishing a system focused only on the development
and selection of abilities necessary in next-generation executive candidates will be consi-
dered excessive investment, as a large number will not be selected. However, if function-
specific abilities are also to be learned, it will not be considered excessive investment, since
abilities as specialists in certain functions will also be provided concurrently. The author
wishes to leave the examination and verification of this hypothesis as a subject for future
studies. It is necessary to note that this study was conducted with respect to 22 individuals
of a specific manufacturer, who possess qualifications equivalent to that of a section chief.
Further studies are required for different industries and levels.
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Managerial Working Hours and Heavy Workloads

Kazuya Ogura
The Japan Institute for Labour Policy and Training

This article uses microdata from the Japan Institute for Labour Policy and
Training to explore the factors that might affect the long working hours and
heavy workloads of management staff in Japan. Compared with rank-and-file
employees, low-ranking section managers and middle management department
managers have longer average working hours, and even when the effects of
various attributes were kept constant, it was found that persons in managerial
positions worked somewhat longer hours. Further, this article examines dif-
ferences within management. In order to consider the issue of managing su-
pervisors, who are excluded from the application of company-controlled
working hours, this article studies the effects that their freedom to decide their
office arrival and departure times has on their heavy workloads, but our analy-
sis found that this factor has no influence. Regardless of whether they can
freely decide their office arrival and departure times, many people in mana-
gerial positions work long hours, and one might speculate that their exclusion
from the application of controlled working hours as managing supervisors has
very little meaning in reality, in the sense of any autonomous selection of the
length of their working hours. Meanwhile, it was found that personnel-related
work such as recruitment and placement affected management’s heavy work-
loads. This point can be considered an issue that is unique to management and
is not seen among rank-and-file employees.

I.  Nominal Management

Article 41, Item (ii) of the Labor Standards Act sets forth a working-hour exemption
for managing supervisors. Since a company, in principle, is not required to pay these per-
sons for overtime work, except for late-night work, it can save labor costs by making them
work long hours (See Yashiro [2009]). Whether convenience store managers or fast-food
restaurant managers fall under this category was a significant issue in the past, and even
today, this issue of “nominal management” is featured in the news from time to time (See
Ouchi [2008] and K. Takahashi [2005]).

According to the Basic Survey on Wage Structure (2008), the total number of persons
in non-managerial positions and those at the levels of assistant manager, section manager,
and department manager came to 11,600,970 among corporations with a workforce of 100
or more. Of this total, persons at the section manager level came to 907,820, accounting for
7.8% of the total, and those at the department manager level came to 380,720, accounting
for 3.3%." Needless to say, section managers and department managers in this survey are

1 In the Basic Survey on Wage Structure, the definitions of “people at the department manager
level” are as follows: (i) people who are in a position of what is called department (bureau) manager,
who control, coordinate and supervise business and technical teams that are engaged in business
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not necessarily the same as the managing supervisors provided for in the Labor Standards
Act and in administrative notifications. It is likely that there are considerable numbers of
people who are put in managerial positions by their companies, but who, in reality, cannot
be described as being managing supervisors. That is to say that many such persons are a
part of the “nominal management.”

It is difficult to determine the exact number or percentage of persons in nominal
management, as there has been no survey that addresses this issue. That said, it would be
difficult to conduct such a survey in the first place, since it would require capturing the di-
verse realities of management, such as the job descriptions, authority, work hours, and
treatment of such managers, with a high level of reliability.

Fortunately, there is a survey that was conducted with this issue in mind, a survey by
the Japan Personnel Research Institute (2005), which sent out survey forms to the human
resources departments and managing supervisors at 10,000 business establishments. While
the collection rates were low—6.9% for survey forms for business establishments (human
resources departments) and 6.8% for survey forms for managing supervisors—possibly due
to a deterioration in the survey environment in recent years, the survey form was well
thought out by legal, human resources, and labor experts.

The Japan Personnel Research Institute (2005) looked at the proportion of “manage-
ment” who fell under the category of managing supervisors as set forth in Article 41, Item
(i) of the Labor Standards Act. It then divided them into persons in line jobs and staff jobs,
and asked human resources departments about their numbers, their authority (type of busi-
ness operation and extent of involvement), assessment of their working hours, their wages,
etc. In addition, it asked managing supervisors about the extent of their involvement in
business operations, their working hours, their income, etc.

This survey noted the following points as its main results (Japan Personnel Research
Institute 2005):

(i) Most section managers and higher-ranking managers were said to be “managing su-

management, including sales, human resources, accounting, production, research and analysis, and
who are engaged in the operation of the departments for which they are responsible, as well as persons
who are engaged in duties of equivalent responsibility and importance; and (ii) people who are usually
referred to as “department manager” or “bureau manager” in their business establishments, and who
head a team comprising two or more sections, or a team with 20 or more members (including the de-
partment or bureau manager). Similarly, the definitions of “people at the section manager level” are as
follows: (i) people who are in a position of what is called section manager, who control, coordinate,
and supervise business and technical teams that are engaged in business management, including sales,
human resources, accounting, production, research and analysis, and who are engaged in the operation
of the departments for which they are responsible, as well as people who are engaged in duties of
equivalent responsibility and importance; and (ii) people who are usually referred to as “section man-
ager” in their business establishments, and who head a team comprising two or more sub-sections, or a
team with 10 or more members (including the section manager).
2 Oi (2005) showed the paucity of line managers from official statistics.
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pervisors” (74% according to the survey of business establishments and 85% accord-
ing to the survey of managing supervisors).

(ii) Assistant department managers and higher-ranking managers held authority regarding
important decisions at their business establishments, while persons at the section
manager level were involved in the decision process (but not the decision itself).
Meanwhile, authority over matters concerning the status of workers (subordinates)
and decisions on their working conditions was held by persons at the department
manager level or higher.

(iii) At least 90% of business establishments kept track of management’s office arrival and
departure times, irrespective of whether they were line managers or staff managers.

(iv) In the survey of managing supervisors, 54% responded that attendance was a subject
of discipline and penalties.

(v) Overall, the working hours of managing supervisors were not excessively long, and
there was little late-night work.

(vi) The issue of whether executive perquisites were paid was not unique to managing su-
pervisors; it was also seen among managers who were not managing supervisors.
(vii) An analysis of 29 judicial cases found that treatment which gave a person a compara-
tive advantage over rank-and-file employees was considered important as a criterion
for judging whether he/she was a managing supervisor, while freedom of time man-

agement was a secondary criterion.

The survey by the Japan Personnel Research Institute (2005) is excellent in that it re-
veals the specific characteristics of persons in nominal management. While many people
understand that the tasks involved in management are varied, few are actually aware of their
details.

The survey data used in this article has the following three advantages over those
used in the Japan Personnel Research Institute’s survey. The first advantage is the large
survey size: questionnaires were mailed to a research company’s paid survey-takers, with
8,000 subjects at the time of sampling. The second advantage is the decent sampling and
collection conditions: 8,000 survey-takers were extracted® from a total of approximately
300,000 people* so as to match Japan’s overall structure, and the simple collection rate
came to 88.2%.> Third, the survey asked about the characteristics of management roles,

® This corresponded to the gender and age bracket distribution of “employees” who are “mostly
working” aged 20-59 according to the 2005 national census. For details, see the Japan Institute for
Labour Policy and Training (2009).

* The parameters of the paid survey-takers were roughly in line with Japan’s demographic struc-
ture.

® Of the collected responses, those of 6,430 survey-takers were used in the survey after excluding
respondents who were judged as not being “regular employees” at the time of the survey. For details,
see the Japan Institute for Labour Policy and Training (2009).

47



Japan Labor Review, vol. 7, no. 4, Autumn 2010

such as freedom in office arrival and departure times and the degree of involvement in per-
sonnel matters. The main themes of this survey (Japan Institute for Labour Policy and
Training 2009) were regular employees’ working hours and workplace flexibility; however,
since there was also an interest in the issue of nominal management that has emerged in
recent years, a few related questions were included as well.

This article uses individual data from the survey by the Japan Institute for Labour
Policy and Training (2009) and, instead of merely looking at nominal titles such as section
manager and department manager, aims to explore factors that might affect managerial
working hours and heavy workloads by shedding light on the relationship between positions
and degrees of job discretion, workplace flexibility, freedom of deciding office arrival and
departure times, and degrees of involvement in personnel matters. It is clear that manage-
ment cannot be lumped together, a point that was actually confirmed by the Japan Personnel
Research Institute (2005); however, since there are few similar research projects,® estimat-
ing the types of management that exist in Japan as a whole and their numbers, as well as
finding out the actual working hours and affecting factors, is a certain contribution to dis-
cussions on management.

I1. Diversity of Management

The survey by the Japan Institute for Labour Policy and Training (2009) divided posi-
tion titles into five classifications: (i) rank-and-file employee, (ii) assistant manag-
er/supervisor, (iii) section manager level, (iv) department manager level, and (v) other
(board member, etc.). The breakdown of the 6,430 respondents were: (i) 61.8%, (ii) 23.0%,
(iii) 9.8%, (iv) 3.9%, and (v) 1.5%.” Persons falling under the three categories of (iii), (iv)
and (v) were asked the question: “Does your company’s system allow you to freely decide
your office arrival and departure times?” The choices of answers were “Yes, it does” or “No,
it does not.” Persons who responded “yes” were further asked the question: “In that case, do
you actually decide your office arrival and departure times by yourself?” The choices of
answers were “Yes, | do” or “No, | do not.” In addition, persons falling under (iii), (iv), and
(v) were asked about their degree of involvement in personnel matters. With regard to each

® Y. Takahashi (2005) looked at the relationship between unpaid overtime work and people at the
section manager level with subordinates, people at the assistant department manager level, and people
at the department manager level. Ogura (2007) examined the long work hours of workers with a re-
laxed system of time management such as those in managerial positions and those working under a
discretionary labor system. Ogura and Fujimoto (2007) looked at the worker demographic that might
become subject to white collar exemptions by income bracket. Kuroda and Yamamoto (2009) focused
on white collar exemptions and analyzed, from panel data, the impact of working hour regulations on
the working hours and wages of management, etc.

" People in the position of board member, etc. were excluded from further calculation and analysis
due to the difficulty of judging whether they were employed.
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of (a) recruitment of regular employees, (b) placement of regular employees, (c) recruitment
of non-regular employees, and (d) placement of non-regular employees, they were asked to
choose one from among four choices: “heavily involved,” “somewhat involved,” “not very
involved,” or “not involved.” Furthermore, they were asked the question: “Do you receive
management perquisites?” Of the choices “Yes, | do” and “No, | do not,” those who re-
sponded “yes” were further asked: “How much do you receive per month?” and were asked
to enter the specific amount in units of 10,000 yen.

Table 1 through Table 8 show the results of cross tabulation regarding the above. In
Table 1, 73.9% of people at the section manager level and 63.0% of people at the depart-
ment manager level responded that they were not able to freely decide their office arrival
and departure times. Since these responses were judged by the workers themselves, it was
not clear whether they really were not free to decide this under their companies’ personnel
systems. Table 1-1, which was added as a supplement, shows that many respondents at the
section manager and department manager levels said they worked under an “ordinary
working hour system,” while few responded that their “company does not control workers’
hours” which was the expected response from managing supervisors. Even so, since these
were responses from individuals, there remained a possibility that they were not consistent
with their actual treatment under the personnel system (in which they were treated as
“managing supervisors” in accordance with laws, notifications, and judicial precedent).
Nevertheless, in reality, many people in managerial positions believed that they were not
working under a system in which they were able to freely decide their office arrival and
departure times.

Table 2, which focuses only on those respondents who responded “yes” in Table 1,
shows that 58.4% of people at the section manager level and 59.1% of people at the de-
partment manager level actually decided their office arrival and departure times freely. Thus,
just under 60% of those who were able to freely decide their office arrival and departure
times under their company systems responded that they actually did so.

Table 3 through Table 6 show degrees of involvement concerning the recruitment and
placement of regular and non-regular employees. Throughout the four tables, it is evident
that people at the department manager level responded that they were “heavily involved” or
“somewhat involved” in higher percentages than people at the section manager level. While
the extent of the authority of the management is likely to differ from company to company,
this result is consistent with common belief.

In Table 7, which focuses on whether the subjects received management perquisites,
no large difference was found between people at the section manager level and the depart-
ment manager level, with the majority responding that they received such perks. Table 8,
which shows the distribution of the amount of management perquisites among those who
received such perks, reveals higher percentages at the section manager level for the rela-
tively lower amounts of “less than 30,000 yen” and “less than 50,000 yen,” while higher
percentages for higher amounts of “100,000 yen or more” were revealed at the department
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Table 1. Does Your Company’s System Allow You to Freely Decide
Your Office Arrival and Departure Times? (%)

Yes, itdoes.  No, it does not. Total N
Section manager level 26.1 73.9 100.0 (621)
Department manager level 37.0 63.0 100.0 (243)
Total 29.2 70.8 100.0 (864)

Table 1-1. What Is the Working Hour System at Your Workplace? (%)

. Assistant Section Department
Rank-and-file managers/  manager manager Total
employees 4
supervisors level level
Ordinary working hour
system
(In the case where none of 70.3 68.4 66.1 63.7 69.2
the choices at right are
applicable)
Flex-time 9.0 11.2 14.2 12.2 10.2
Variable working hour
system 3.3 3.6 1.1 4.1 3.2
Shift system 125 10.0 2.9 1.2 10.5
Discretionary labor system/
conclusive presumption 3.3 4.4 5.0 45 3.8
system
Company does not control
workers® hours 15 2.4 10.7 14.3 3.1
Total 100.0 100.0 100.0 100.0 100.0
N (3885) (1447) (619) (245) (6196)

Table 2. Do You Actually Decide Your Office Arrival and Departure Times

by Yourself? (%)
Yes, | do. No, | do not. Total N
Section manager level 58.4 41.6 100.0 (161)
Department manager level 59.1 40.9 100.0 (88)
Total 58.6 414 100.0 (249)
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Table 3. Degree of Involvement in the Recruitment of Regular Employees (%)

Heavily ~Somewhat Not very Not

involved  involved involved involved Total N
Section manager level 9.7 15.9 15.9 58.4 100.0 (616)
Department manager level 32.2 26.9 12.4 285 100.0 (242)
Total 16.1 19.0 14.9 50.0 100.0 (858)

Table 4. Degree of Involvement in the Placement of Regular Employees (%)

Heavily Somewhat Not very Not

involved  involved involved involved Total N
Section manager level 9.3 25.1 18.8 46.8 100.0 (613)
Department manager level 31.8 36.4 12.0 19.8 100.0 (242)
Total 15.7 28.3 16.8 39.2 100.0 (855)

Table 5. Degree of Involvement in the Recruitment of Non-Regular Employees (%)

Heavily Somewhat Not very Not

involved  involved involved involved Total N
Section manager level 14.0 21.7 134 50.9 100.0 (613)
Department manager level 30.8 26.3 14.2 28.8 100.0 (240)
Total 18.8 23.0 13.6 44.7 100.0 (853)

Table 6. Degree of Involvement in the Placement of Non-Regular Employees (%)

Heavily =~ Somewhat Not very Not

involved  involved involved involved Total N
Section manager level 134 234 14.9 48.4 100.0 (612)
Department manager level 30.3 27.4 15.8 26.6 100.0 (241)
Total 18.2 24.5 151 42.2 100.0 (853)
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Table 7. Do You Receive Management Perquisites? (%)

Yes, | do. No, I do not. Total N
Section manager level 58.0 42.0 100.0 (621)
Department manager level 54.3 45.7 100.0 (245)
Total 56.9 43.1 100.0 (866)

Table 8. The Amount of Management Perquisites (%)

Less Less Less

than than than ¥c}r0r(;{c?230 Total N
¥30,000 ¥50,000 ¥100,000
Section manager level 16.9 26.2 40.2 16.6 100.0 (343)
Department manager level 6.3 15.7 44.9 331 100.0 (127)
Total 14.0 23.4 41.5 211 100.0 (470)

manager level. However, as pointed out by the Japan Personnel Research Institute (2005),
since the issue of whether a person receives management perquisites and their amount re-
quires relative comparisons with employees in other positions within the company, data in
this item should be regarded more as reference indicators.

I11. Decision on Office Arrival and Departure Times

Table 9 compares the total actual working hours by position. The average hours were
longer as the positions became higher. The percentages of people at the section manager
level and department manager level working shorter hours of “80-160 hours” and “161-180
hours” were relatively low; on the other hand, they were high for longer hours of “221-240
hours,” “241-280 hours,” and “281 hours or more.”

Next, Table 10 shows the total actual working hours of people at the section manager
and department manager levels in combination with the question on office arrival and de-
parture times described earlier. Those who were allowed to freely decide their office arrival
and departure times under the company system and actually did so fell under “I am free to
decide,” those who were allowed to decide under the company system but did not actually
do so fell under “I am free to decide, but do not,” and those who were not allowed to decide
under the company system fell under “I am not free to decide.” The average hours were
slightly longer for people at the section manager level who responded “I am free to decide”

52



€9

Table 9. Distribution of Total Actual Monthly Working Hours by Position (%)

80-160  161-180 181-200 201-220 221-240 241-280 281 hours Total N Average

hours hours hours hours hours hours or more (hours)
Rank-and-file employees 11.8 25.0 231 15.7 9.1 8.9 6.4 100.0 (3653) 203.5
Assistant managers/supervisors 10.3 22.1 23.0 16.9 9.8 10.9 6.9 100.0 (1393) 206.5
Section manager level 7.3 17.5 20.8 21.3 13.0 12.0 8.0 100.0 (600) 213.6
Department manager level 7.7 15.9 18.9 24.9 10.7 12.0 9.9 100.0 (233) 216.1
Total 10.8 23.2 22.7 16.9 9.7 9.8 6.8 100.0 (5879) 205.8

Note: The table shows the total actual working hours for the month of July 2008, including overtime work, etc. (hours worked beyond scheduled working

hours, hours worked from home, etc.)

Table 10. Distribution of Total Actual Monthly Working Hours of Management

by Freedom of Office Arrival and Departure Times (%)

80-160  161-180 181-200 201-220 221-240 241-280 281 hours Total N Average
hours hours hours hours hours hours or more (hours)
Section manager level
I am free to decide 8.6 15.1 194 215 16.1 9.7 9.7 100.0 (93) 216.3
I am free to decide, but do not 9.4 9.4 234 29.7 9.4 14.1 4.7 100.0 (64) 2125
I am not free to decide 6.8 19.3 20.9 20.0 12.9 12.0 8.2 100.0 (441) 213.0
Total 7.4 17.6 20.9 21.2 13.0 11.9 8.0 100.0 (598) 2135
Department manager level
| am free to decide 16.3 14.3 12.2 22.4 10.2 16.3 8.2 100.0 (49) 210.8
I am free to decide, but do not 2.9 28.6 114 314 8.6 29 14.3 100.0 (35) 212.7
I am not free to decide 5.6 14.0 21.0 25.2 11.9 13.3 9.1 100.0 (143) 218.7
Total 7.5 16.3 17.6 25.6 11.0 12.3 9.7 100.0 (227) 216.1

Notes: 1. Same as Table 9.

2. See the main text with regard to freedom of office arrival and departure times.
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and, on the contrary, for people at the department manager level who responded “I am not
free to decide.” While the distribution of total actual working hours of people at the section
manager level failed to show a clear difference, people at the department manager level who
responded “I am free to decide” showed a high percentage in the shortest “80-160 hours”
category.

Frankly speaking, Table 10 fails to show a clear trend. This means that whether or not
management staff can freely decide their office arrival and departure times is unlikely to
have a strong influence on their working hours. Could there be other characteristics of
management that might affect working hours? Table 11 and Table 12 were designed to an-
swer this question.

Table 11 shows working hours by the degree of job discretion. The degree of job dis-
cretion was judged by asking the question “How much discretion do you have in deciding
your work schedule and protocol?” Four answers were available: “A high degree,” “some
degree,” “not much,” or “very little.” Since this question is applicable to rank-and-file em-
ployees and assistant managers/supervisors as well, the results are shown for all positions.

By position, among the rank-and-file employees, no clear difference could be found
in terms of average hours or distribution of total actual working hours. Among assistant
managers/supervisors, the average hours of those who responded “very little” appeared to
be slightly shorter. Among people at the section manager level, those who responded “a
high degree” and “some degree” showed slightly higher percentages in the “80-160 hours”
category, while those who responded “not much” or “very little” showed higher percentages
in the longer categories of “221-240 hours,” “241-280 hours,” and “281 hours or more.”
The average hours of those who responded “very little” also appeared to be longer. The pic-
ture was somewhat different for people at the department manager level; while those who
responded “a high degree” showed a higher percentage in the short-hour category, those
who responded “some degree” as well as “not much” showed higher percentages in the
longer categories.

Compared to the freedom to decide office arrival and departure times, it seems that
the degree of job discretion was on the whole more closely related to the length of working
hours of people at the section manager and department manager levels. In particular, for
people at the section manager level, those who responded as having lower degrees of dis-
cretion in deciding their work schedules and protocols tended to work longer hours.

Table 12 shows working hours by the possibility of performing job duties in places
other than the office (or “workplace flexibility,” below). This was judged by asking the
question “To what degree is it possible for you to perform your job duties in places other
than the office, such as at home, on the train, or in a coffee shop?” The four possible an-
swers were: “A high degree,” “some degree,” “not much,” or “virtually impossible.” The
results for this question are also shown for all positions.

Among rank-and-file employees, assistant managers/supervisors and people at the de-
partment manager level, those who responded “a high degree” showed the longest average
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Table 11. Distribution of Total Actual Monthly Working Hours by Degree of Job Discretion (%)

80-160 161-180 181-200 201-220 221-240 241-280 281 hours Total N Average
hours hours hours hours hours hours or more (hours)
Rank-and-file employees
A high degree 10.8 25.0 22.0 14.2 11.0 10.5 6.4 100.0 (591) 206.0
Some degree 12.2 255 23.0 16.9 8.2 8.3 5.9 100.0 (1885) 201.6
Not much 11.9 24.1 24.1 14.3 9.4 9.4 6.7 100.0 (847) 204.3
Very little 11.0 23.9 23.6 15.1 10.1 8.5 7.9 100.0 (318) 207.9
Total 11.8 25.0 23.2 15.7 9.1 8.9 6.4 100.0 (3641) 203.5
Assistant managers/supervisors
A high degree 10.5 19.6 235 16.9 10.8 114 7.2 100.0 (332) 206.7
Some degree 10.6 22.8 22.6 17.0 9.7 10.4 6.9 100.0 (795) 206.9
Not much 8.0 22.6 23.6 175 9.4 12.3 6.6 100.0 (212) 206.3
Very little 14.3 28.6 26.5 10.2 41 10.2 6.1 100.0 (49) 198.0
Total 10.3 22.2 23.1 16.8 9.7 11.0 6.9 100.0 (1388) 206.5
Section manager level
A high degree 8.8 175 21.7 21.2 11.1 115 8.3 100.0 (217) 214.4
Some degree 7.3 16.5 19.9 23.1 13.3 13.0 7.0 100.0 (316) 212.6
Not much 4.2 20.8 29.2 10.4 12.5 12.5 10.4 100.0 (48) 214.6
Very little 0.0 235 5.9 235 29.4 0.0 17.6 100.0 @17 219.6
Total 7.4 17.4 20.9 214 12.9 12.0 8.0 100.0 (598) 213.6
Department manager level
A high degree 11.6 13.2 17.8 21.7 14.7 14.0 7.0 100.0 (129) 211.9
Some degree 33 18.7 20.9 29.7 4.4 9.9 13.2 100.0 (91) 221.1
Not much 0.0 231 154 23.1 154 7.7 154 100.0 (13) 221.7
Very little — — - — — — — — — —
Total 7.7 15.9 18.9 24.9 10.7 12.0 9.9 100.0 (233) 216.1

Notes: 1. Same as Table 9.

2. See the main text with regard to the degrees of job discretion.
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Table 12. Distribution of Total Actual Monthly Working Hours by the Degree of Possibility

of Performing Job Duties in Places Other Than the Office (%)

80-160 161-180 181-200 201-220 221-240 241-280 281 hours Total N Average
hours hours hours hours hours hours or more (hours)
Rank-and-file employees
A high degree 12.9 13.7 23.4 145 12.9 11.3 11.3 100.0 (124) 215.1
Some degree 12.6 22.4 22.9 16.0 10.0 10.0 6.1 100.0 (689) 203.7
Not much 10.3 24.9 24.1 18.2 8.1 8.6 5.8 100.0 (892) 203.5
Virtually impossible 12.1 26.6 23.0 14.5 9.0 8.5 6.3 100.0 (1925) 202.6
Total 11.8 25.0 233 15.7 9.1 8.9 6.3 100.0 (3630) 2034
Assistant managers/supervisors
A high degree 12.1 13.6 21.2 25.8 45 13.6 9.1 100.0 (66) 213.8
Some degree 10.4 20.5 23.4 16.9 11.9 11.6 53 100.0 (337) 205.0
Not much 7.2 23.6 24.8 16.2 7.6 11.6 9.0 100.0 (432) 210.7
Virtually impossible 12.7 23.0 21.9 16.3 10.7 9.6 6.0 100.0 (553) 203.1
Total 10.4 22.1 23.1 16.9 9.7 10.9 6.9 100.0 (1388) 206.4
Section manager level
A high degree 5.7 14.3 343 14.3 8.6 114 114 100.0 (35) 2147
Some degree 8.5 16.1 20.1 25.1 10.1 12.6 75 100.0 (199) 212.3
Not much 6.0 194 19.9 18.9 134 134 9.0 100.0 (201) 2155
Virtually impossible 8.0 17.3 204 216 16.0 9.9 6.8 100.0 (162) 212.7
Total 7.4 17.4 20.9 21.4 12.7 12.1 8.0 100.0 (597) 213.6
Department manager level
A high degree 9.1 27.3 0.0 0.0 455 0.0 18.2 100.0 (11) 224.0
Some degree 9.6 145 19.3 26.5 9.6 10.8 9.6 100.0 (83) 213.2
Not much 5.1 141 17.9 29.5 6.4 17.9 9.0 100.0 (78) 219.1
Virtually impossible 8.3 16.7 233 217 11.7 8.3 10.0 100.0 (60) 2154
Total 7.8 15.5 19.0 25.0 10.8 12.1 9.9 100.0 (232) 216.3

Notes: 1. Same as Table 9.

2. See the main text with regard to the degrees of possibility of performing job duties in places other than the office.
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hours. With regard to people at the department manager level, however, it might be better to
reserve judgment, as the sample size was small. Among people at the section manager level,
while those who responded “a high degree” did not show the longest average hours, they
showed higher percentages in the longer categories of “241-280 hours” and “281 hours or
more.” These results indicate a trend of those who responded that they were able to perform
work in places other than the office tending to work longer hours.

From these results, it can be speculated that characteristics such as the degree of job
discretion and workplace flexibility have a greater influence on the length of working hours
than the freedom to decide office arrival and departure times.

IV. Degree of Involvement in Personnel Matters

Next, we looked at the influence of the degree of involvement in the recruitment and
placement of regular and non-regular employees on working hours. Table 13 shows the total
actual working hours by degree of involvement in the recruitment of regular employees.
Among people at the section manager level, those who responded that they were “not very
involved” showed the longest average hours and a relatively high percentage in the
“241-280 hours” category. Among people at the department manager level, those who re-
sponded that they were “heavily involved” showed the longest average hours and a slightly
higher percentage in the “281 hours or more” category.

Table 14 shows working hours by degree of involvement in the placement of regular
employees. The trend was similar to that of Table 13; among people at the section manager
level, those who responded that they were “not very involved” showed the longest average
hours, as did people at the department manager level who responded that they were “heavily
involved.”

Table 15 shows working hours by degree of involvement in the recruitment of
non-regular employees. The trend was also similar to that of Table 13; among people at the
section manager level, those who responded that they were “not very involved” showed the
longest average hours, as did people at the department manager level who responded that
they were “heavily involved.”

Table 16 shows working hours by degree of involvement in the placement of
non-regular employees. Again, the trend was similar to that of Table 13; among people at
the section manager level, those who responded that they were “not very involved” and
among people at the department manager level, those who responded that they were “heav-
ily involved” showed the longest average hours.

The results that people at the department manager level who were “heavily involved”
in the recruitment and placement of regular and non-regular employees tended to work
longer hours make it possible to assume some manner of cause-and-effect relationship. That
is, there is a possibility that work related to personnel matters is making people at the de-
partment manager level work longer hours. However, the same cannot be said for people
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Table 13. Distribution of Total Actual Monthly Working Hours by the Degree of Involvement in the Recruitment
of Regular Employees (%)

80-160 hrs  161-180 181-200 201-220 221-240 241-280 +281 Total N Average (hrs)
Section manager level
Heavily involved 8.5 20.3 15.3 22.0 10.2 13.6 10.2 100.0 (59) 2144
Somewhat involved 52 15.5 20.6 21.6 16.5 12.4 8.2 100.0 97) 217.7
Not very involved 8.6 10.8 215 16.1 15.1 20.4 7.5 100.0 (93) 220.2
Not involved 7.5 19.4 21.7 22.3 12.2 9.0 7.8 100.0 (345) 210.4
Total 7.4 175 20.9 21.2 13.1 11.8 8.1 100.0 (594) 2135
Department manager level
Heavily involved 6.9 15.3 12,5 20.8 15.3 15.3 13.9 100.0 (72) 224.8
Somewhat involved 8.1 9.7 24.2 29.0 9.7 12.9 6.5 100.0 (62) 213.7
Not very involved 33 10.0 20.0 36.7 16.7 6.7 6.7 100.0 (30) 217.1
Not involved 9.2 26.2 18.5 215 4.6 10.8 9.2 100.0 (65) 207.1
Total 7.4 16.2 18.3 25.3 10.9 12.2 9.6 100.0 (229) 215.8

Note: Same as Table 9.

Table 14. Distribution of Total Actual Monthly Working Hours by the Degree of Involvement in the Placement
of Regular Employees (%)

80-160 hrs  161-180 181-200 201-220 221-240 241-280 +281 Total N Average (hrs)
Section manager level
Heavily involved 5.3 14.0 175 31.6 12.3 8.8 10.5 100.0 (57) 220.5
Somewhat involved 7.5 16.3 22.4 21.1 13.6 10.9 8.2 100.0 (147) 212.9
Not very involved 7.1 13.4 17.9 15.2 15.2 21.4 9.8 100.0 (112) 2258
Not involved 8.0 20.7 218 2138 12.0 9.1 6.5 100.0 (275) 207.1
Total 7.4 17.6 20.8 213 13.0 11.8 8.0 100.0 (591) 213.4
Department manager level
Heavily involved 9.7 15.3 13.9 20.8 15.3 13.9 11.1 100.0 (72) 219.4
Somewhat involved 3.7 11.0 23.2 28.0 11.0 14.6 8.5 100.0 (82) 218.4
Not very involved 6.9 13.8 13.8 31.0 13.8 13.8 6.9 100.0 (29) 216.7
Not involved 10.9 28.3 19.6 23.9 2.2 43 10.9 100.0 (46) 204.9
Total 7.4 16.2 18.3 25.3 10.9 12.2 9.6 100.0 (229) 215.8

Note: Same as Table 9.
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Table 15. Distribution of Total Actual Monthly Working Hours by the Degree of Involvement in the Recruitment
of Non-Regular Employees (%)

80-160 hrs 161-180  181-200  201-220  221-240  241-280 +281 Total N Average (hrs)
Section manager level
Heavily involved 10.8 14.5 12.0 33.7 10.8 10.8 7.2 100.0 (83) 2145
Somewhat involved 3.8 15.4 26.9 17.7 19.2 7.7 9.2 100.0 (130) 215.4
Not very involved 8.6 9.9 17.3 16.0 16.0 24.7 7.4 100.0 (81) 223.9
Not involved 7.7 21.2 215 21.2 10.1 104 7.7 100.0 (297) 209.5
Total 7.4 17.4 20.8 215 13.0 11.8 8.0 100.0 (591) 2135
Department manager level
Heavily involved 8.6 10.0 12.9 25.7 12.9 15.7 14.3 100.0 (70) 226.3
Somewhat involved 0.0 15.0 26.7 26.7 16.7 11.7 33 100.0 (60) 212.4
Not very involved 6.1 9.1 24.2 27.3 12.1 12.1 9.1 100.0 (33) 217.3
Not involved 12.3 27.7 13.8 23.1 3.1 9.2 10.8 100.0 (65) 207.9
Total 7.0 16.2 18.4 25.4 11.0 12.3 9.6 100.0 (228) 216.1

Note: Same as Table 9.

Table 16. Distribution of Total Actual Monthly Working Hours by the Degree of Involvement in the Placement
of Non-Regular Employees (%)

80-160 hrs 161-180  181-200 201-220  221-240  241-280 +281 Total N Average (hrs)
Section manager level
Heavily involved 75 13.8 125 36.3 11.3 10.0 8.8 100.0 (80) 218.7
Somewhat involved 7.2 17.3 25.9 13.7 16.5 12.2 7.2 100.0 (139) 212.1
Not very involved 6.8 125 15.9 18.2 14.8 21.6 10.2 100.0 (88) 227.0
Not involved 7.8 20.1 22.3 21.9 11.3 9.2 7.4 100.0 (283) 208.5
Total 7.5 17.5 20.8 21.4 13.1 11.9 8.0 100.0 (590) 2135
Department manager level
Heavily involved 8.6 10.0 12.9 27.1 12.9 15.7 12.9 100.0 (70) 225.2
Somewhat involved 0.0 15.5 24.1 20.7 19.0 13.8 6.9 100.0 (58) 218.2
Not very involved 2.6 105 28.9 28.9 7.9 13.2 7.9 100.0 (38) 214.6
Not involved 145 274 12.9 25.8 3.2 6.5 9.7 100.0 (62) 204.6
Total 7.0 16.2 18.4 25.4 11.0 12.3 9.6 100.0 (228) 216.1

Note: Same as Table 9.
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at the section manager level. Looking back at Table 3, as much as 58.4% of people at the
section manager level were “not involved” in the recruitment of regular employees in the
first place, compared with 28.5% of people at the department manager level. Combining
those who responded that they were “heavily involved” and “somewhat involved,” the per-
centage of people at the section manager level stood at 25.6% while that of people at the
department manager level came to 59.1%. This shows that there are significant differences
between people at the section manager level and people at the department manager level in
their degrees of involvement in recruitment and placement. Might this difference affect their
working hours?

V. Degree of Job Discretion, Workplace Flexibility, and Working Hours

The results of cross tabulation showed differences in the length of working hours de-
pending on work characteristics such as the degree of job discretion and workplace flexibil-
ity. However, it is possible that these have been distorted by the influence of other attributes.
We therefore considered whether these results could be established even when the influence
of various attributes was held constant.

Table 17 shows the results of analyzing the determining factors of total actual work-
ing hours. Using annual income directly as an explanatory variable of working hours may
lead to a simultaneous decision problem in which the cause-and-effect relationship remains
unclear. Thus, estimates were worked out with the two-stage least squares method by using
academic background, industry classification, and occupation as instrumental variables of
annual income in the first stage.

Annual income, age, gender, marital status, size, labor union, and preferred work and
leisure balance were perceived as variables for controlling these attributes, and were not
considered in depth in this article. First, the coefficient of people at the section manager
level was significantly positive. In other words, their total actual working hours were long.
The coefficient of people at the department manager level was also positive, albeit weak,
thus not significantly different from the results of the simple average value. The degree of
job discretion was consistent with the results of cross tabulation; those who had discretion
showed shorter total actual working hours (and those who did not have discretion showed
longer total actual working hours).® Workplace flexibility differed from the results of cross
tabulation, and a significant outcome could not be obtained.® However, those who worked
in places other than their usual workplace showed significantly longer working hours. Taken
together, these results suggested that persons with relatively lower degrees of job discretion

® In the multivariate analysis, the responses “a high degree” and “some degree” were combined as
“yes,” and “not much” and “very little” were combined as “no.”

® In the multivariate analysis, the responses “a high degree” and “some degree” were combined as
“flexible,” and “not much” and “virtually impossible” were combined as “not flexible.”
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Table 17. Determining Factors of Total Actual Working Hours

N=5418 adj. R*=0.12

Explained variable: Total actual working hours F=18.88 (P=0.00)
Method: 2SLS Sargan x°= 135.53 (P=0.00)
Basmann y?= 137.71 (P=0.00)
Explanatory variable Coefficient St:pr%z:rd Z value

Annual income (logarithm) 0.006 0.013 0.480
Age (logarithm) -0.057 0.007 -7.900 **
Male 0.108 0.007 16.440 **
Married 0.001 0.007 0.150
Size{29-99 employees}

100-999 employees -0.013 0.007 -1.810 *

1000 employees or more -0.044 0.008 -5.670 **
Has a labor union -0.023 0.007 -3.610 **
Works in places other than the usual workplace 0.068 0.006 11.860 **
Work/leisure balance preference {About the same}

Fully committed to work 0.086 0.019 4.480 **

I need some leisure 0.038 0.007 5.460 **

| prefer leisure -0.018 0.007 -2.620 **

I live for leisure -0.030 0.011 -2.680 **
Degree of work discretion {Yes} -0.013 0.008 -1.690 *
Workplace flexibility {Flexible} -0.001 0.008 -0.100
Position {Rank-and-file employee}

Assistant managers/supervisors 0.005 0.015 0.370

Section manager level 0.046 0.027 1.710 *

Department manager level 0.097 0.061 1.600

PositionxDegree of job discretion
{Rank-and-file employeexNo}

Assistant managers/supervisorsxYes 0.012 0.016 0.710
Section manager level xYes -0.019 0.028 -0.690
Department manager level xYes -0.085 0.063 -1.340

PositionxWorkplace flexibility
{Rank-and-file employeexNot flexible}

Assistant managers/supervisorsxFlexible -0.019 0.015 -1.240

Section manager levelxFlexible -0.008 0.019 -0.420

Department manager level xFlexible -0.020 0.029 -0.680
Constant 5.401 0.085 63.730 **

Notes: 1. Estimates calculated by the author based on the survey data of the Japan Institute for Labour
Policy and Training (2009). *: P<0.1, **: P<0.05.
2. { } shows the reference group of each dummy variable.
3. Academic background, industry classification and occupation were used as instrumental
variables of annual income.
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and higher workplace flexibility tended to work longer actual hours. In other words, if a
person has a low degree of discretion at his/her job, such as in relation to work schedule,
and if it is possible for him/her to perform his/her work anywhere, the result is that this will
extend his/her working hours. This result is convincing when we look around ourselves.

However, neither the cross-term between degree of job discretion and position nor the
cross-term between workplace flexibility and position were significant. No marked differ-
ence was apparent when people at the section manager and department manager levels were
divided into those who had job discretion and those who did not, or into those who had
workplace flexibility and those who did not.

V1. Where Does the Difference among Persons in Management Lie?

Differences in working hours could not be found between persons in managerial posi-
tions who had job discretion and workplace flexibility and those who did not. Thus, as the
next step, this study takes the issue of differences within management one step further by
using a variable unique to people at the section manager and department manager levels.

As described in section 2, approximately 74% of people at the section manager level
and 63% of people at the department manager level responded that they were not free to
decide their office arrival and departure times under their companies’ systems. From the
results of cross tabulation, being able to freely decide office arrival and departure times did
not appear to be closely related to working hours. However, the fact that managing supervi-
sors are excluded from the application of ordinary controls on working hours suggests that
their office arrival and departure times, in principle, are left to their own discretion. Does
the freedom of deciding office arrival and departure times really not affect management’s
working hours?

In addition, persons with greater degrees of involvement in the recruitment and
placement of regular and non-regular employees tended to work longer hours, although the
trend was slight.

Thus, this section explores the part of management who considered their workload to
be heavy, among people at the section manager and department manager levels, by using the
variables of freedom to decide office arrival and departure times as well as those concerning
recruitment and placement.

To the question “Do you work beyond scheduled working hours?” four choices of
answers were provided: “often,” “sometimes,” “rarely,” and “never.”*® Those who re-
sponded “often” or “sometimes” were then asked the reason, and one of the possible an-
swers was a heavy workload or, to be precise, “because the amount of work | have cannot

% The percentages of (i) “often,” (ii) “sometimes,” (iii) “rarely,” and (iv) “never” were as follows:
(i) 60.2%, (ii) 24.2%, (iii) 13.4%, and (iv) 2.3% for people at the section manager level (N621); and
(i) 57.5%, (ii) 25.9%, (iii) 15.4%, and (iv) 1.2% for people at the department manager level (N247).
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be completed within scheduled working hours.”

Among the twelve choices of reasons that the subjects exceeded their scheduled
working hours (multiple responses were possible), “because the amount of work | have
cannot be completed within scheduled working hours” was selected the most (60.2% among
people at the section manager level and 53.4% among people at the department manager
level). This reason has always come in at the top (selected by 60% in simple tabulation) in
past surveys conducted by this author (Japan Institute for Labour Policy and Training 2005,
2006), who considers it to be the greatest reason why Japanese workers work overtime. As
such, it seems meaningful to find out the attributes of management who selected this reason.

Put simply, “because the amount of work | have cannot be completed within sche-
duled working hours” means “the workload is heavy.” It is, in a way, not surprising that a
person would not be able to finish his/her work within scheduled working hours because of
a heavy workload. Recently, however, this author has been questioning what a “heavy
workload” actually means. Ongoing research studies looking at the size of people’s work-
loads from a qualitative standpoint by directly interviewing workers in various occupations
and positions seem to show various causes that increase a person’s workload depending on
occupation, rank, specific work protocols, experience, human relations, and individual per-
sonality. While an analysis incorporating these factors cannot be conducted here, a
large-scale survey is under consideration for the next fiscal year, which could generalize
these issues to some extent.

Here, probit analysis was conducted for people at the section manager and department
manager levels who worked beyond scheduled working hours, with the explained variable
being the dummy variable of selecting or not selecting “because the amount of work | have
cannot be completed within scheduled working hours” (“the workload is heavy” or “heavy
workload,” below), and the main explanatory variable being the freedom to decide office
arrival and departure times and involvement in the recruitment and placement of regular and
non-regular employees.

Table 18 shows the results of the analysis. Trends were detected to some extent ac-
cording to factors such as industry classification, company size, and occupation. Persons in
managerial positions in the fields of education and learning support, medical and welfare
services, and public service (academic research and specialized or technical service to some
extent) tended to choose “heavy workload.” In terms of company size, people who worked
at larger companies tended to choose “heavy workload” more than those at smaller compa-
nies. With regard to occupation, administrative professionals such as research analysis and
patent law service professionals, as well as medical service and education-related profes-
sionals, were significantly negative. That is, persons in management in these occupations
worked beyond scheduled working hours but their likelihood of selecting “heavy workload”
was relatively low.

Management who worked in places other than the usual workplace tended to select
“the workload is heavy.” Among management who worked beyond scheduled working
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Table 18. What Are the Types of Management

Explained variable: Selection of “because the amount of work
I have cannot be completed within scheduled working hours”=1,
non-selection=0

Method: Probit

Estimate 1

N=649 pseudo R?=0.13
Loglikelihood=-380.10

Standard

Explanatory variable Coefficient o Zvalue
Annual income (logarithm) 0.102  0.104 0.970
Age (logarithm) 0.394 0.428 0.920
Male -0.263  0.263 -1.000
Married -0.137 0.213 -0.640
Academic background {Junior high school/high school graduate}
Junior college/technical college/special training school graduate 0.001 0.204 0.000
University/Graduate school graduate 0.169  0.146 1.160
Total actual working hours (logarithm) 1.606 0.304 5.280 **
Industry classification {Manufacturing}
Construction 0.095 0.240 0.400
Electricity, gas, water and heat supply -0.238  0.410 -0.580
Information and telecommunication -0.235 0.280 -0.840
Transportation and postal service 0.242 0.276 0.880
Wholesale and retail 0.177  0.228 0.780
Finance and insurance 0.231 0.252 0.920
Academic research and specialized or technical service 0.491 0.310 1.580
Lodging, restaurant, life services, and entertainment 0.008 0.476 0.020
Education and learning support 1192 0.374 3.180 **
Medical and welfare service 0.970 0.328 2.960 **
Service 0.203 0.243 0.840
Public service 0591 0.271 2.180 **
Other service -0.346 0.406 -0.850
Other 0.133  0.317 0.420
Size {29~99 employees}
100~999 employees 0.332  0.149 2.230 **
1000 employees or more 0.501 0.168 2.980 **
Occupation {General clerical work}
General affairs, human resources, accounting, etc. 0213 0.224 0.950
Sales and marketing 0.304  0.207 1.470
Customer service -0.133 0.313 -0.420
Admlnlstra_tlve professional such as research analysis and patent 0963 0439 2190 **
law service
Technical professional such as R&D, design and SE -0.012  0.232 -0.050
Medical service and education-related professional -0.814  0.327 -2.490 **
Field management/superintendent 0.083 0.275 0.300
Manufacturing and construction work -0.184  0.267 -0.690
Transportation and driving -0.269 0.323 -0.830
Security and cleaning -0.371 0.629 -0.590
Other 0.002  0.257 0.010
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Estimate 2
N=646 pseudo R?*=0.13
Loglikelihood= -380.47

Estimate 3
N=646 pseudo R?*=0.13
Loglikelihood= -381.81

Estimate 4
N=645 pseudo R?=0.13
Loglikelihood= -381.36

Standard

Standard

Standard

Coefficient Z value Coefficient Z value Coefficient Z value
error error error
0.093 0.105 0.890 0.091 0.104 0.870 0.098 0.104 0.940
0.371 0.421 0.880 0.356 0.420 0.850 0.392 0.422 0.930
-0.291 0.263 -1.110 -0.271 0.264 -1.030 -0.286 0.265 -1.080
-0.160 0.213 -0.750 -0.161 0.213 -0.760 -0.173 0.213 -0.810
0.030 0.203 0.150 0.063 0.203 0.310 0.070 0.203 0.350
0.184 0.145 1.270 0.185 0.146 1.270 0.192 0.146 1.320
1.545 0.306 5.050 ** 1.592 0.304 5.240 ** 1.598 0.306 5.230 **
0.101 0.240 0.420 0.137 0.240 0.570 0.136 0.239 0.570
-0.280 0.410 -0.680 -0.228 0.412 -0.550 -0.235 0.413 -0.570
-0.219 0.279 -0.780 -0.163 0.278 -0.590 -0.160 0.279 -0.570
0.230 0.277 0.830 0.296 0.276 1.070 0.304 0.276 1.100
0.182 0.229 0.790 0.239 0.229 1.040 0.242 0.229 1.050
0.227 0.252 0.900 0.276 0.252 1.090 0.270 0.252 1.070
0.513 0.307 1.670 0.542 0.307 1.770 * 0.559 0.308 1.820 *
0.037 0.475 0.080 0.089 0.471 0.190 0.095 0.471 0.200
1.217 0.373 3.270 ** 1.206 0.369 3.270 ** 1.270 0.372 3.410 **
0.983 0.329 2.990 ** 1.038 0.328 3.170 ** 1.028 0.329 3.130 **
0.279 0.241 1.160 0.317 0.242 1.310 0.319 0.242 1.320
0.606 0.270 2.240 ** 0.645 0.271 2.380 ** 0.646 0.270 2.390 **
-0.303 0.404 -0.750 -0.302 0.404 -0.750 -0.287 0.402 -0.710
0.152 0.317 0.480 0.157 0.318 0.490 0.179 0.317 0.560
0.295 0.148 1.990 ** 0.311 0.147 2.110 ** 0.296 0.147 2.010 **
0.433 0.166 2.610 ** 0.457 0.166 2.750 ** 0.437 0.166 2.630 **
0.172 0.225 0.770 0.194 0.223 0.870 0.184 0.223 0.820
0.287 0.207 1.390 0.288 0.207 1.390 0.283 0.207 1.370
-0.165 0.313 -0.530 -0.126 0.316 -0.400 -0.146 0.318 -0.460
-0.970 0.439 -2.210 ** -0.937 0.435 -2.150 ** -0.923 0.435 -2.120 **
-0.010 0.232 -0.040 0.021 0.231 0.090 0.012 0.232 0.050
-0.834 0.326 -2.550 ** -0.837 0.325 -2.570 ** -0.836 0.326 -2.560 **
0.067 0.276 0.240 0.071 0.275 0.260 0.062 0.275 0.230
-0.186 0.265 -0.700 -0.134 0.266 -0.500 -0.145 0.266 -0.540
-0.319 0.321 -0.990 -0.279 0.321 -0.870 -0.290 0.320 -0.910
-0.395 0.633 -0.630 -0.402 0.629 -0.640 -0.401 0.635 -0.630
0.015 0.258 0.060 0.003 0.257 0.010 -0.006 0.257 -0.020
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Table 18 (Continued)

Explained variable: Selection of “because the amount of work
I have cannot be completed within scheduled working hours”=1,
non-selection=0

Method: Probit

Estimate 1
N=649 pseudo R?=0.13
Loglikelihood= -380.10

Explanatory variable

Coefficient Standard Z value
error

Has a labor union
Works in places other than the usual workplace
Work/leisure balance preference {About the same}
Fully committed to work
I need some leisure
I prefer leisure
I live for leisure
Degree of job discretion {Yes}
Workplace flexibility {Flexible}
Department manager level
Office arrival and departure times {I am not free to decide}
| am free to decide
I am free to decide, but do not
Involvement in recruitment of regular employees {Not involved}
Heavily involved
Somewhat involved
Not very involved
Involvement in placement of regular employees {Not involved}
Heavily involved
Somewhat involved
Not very involved
Involvement in recruitment of non-regular employees {Not involved}
Heavily involved
Somewhat involved
Not very involved
Involvement in placement of non-regular employees {Not involved}
Heavily involved
Somewhat involved
Not very involved

-0.051  0.130 -0.390
0.290 0.116 2.490

0.026 0.314 0.080
-0.029 0.131 -0.220

0.076  0.162 0.470
-0.595  0.260 -2.290
-0.089  0.189 -0.470
-0.096  0.114 -0.840
-0.485  0.134 -3.610

0.134  0.154 0.870
-0.026  0.171 -0.150

0.453  0.182 2.490
0.229  0.151 1.520
0.199  0.161 1.230

**

**

*%

Constant

-10.874 2.567 -4.240

**

Notes: 1. Estimates calculated by the author based on the survey data of the Japan Institute for Labour

Policy and Training (2009). *: P<0.1, **: P<0.05.
2.{ }shows the reference group of each dummy variable.

3.The targets are people at the section manager and department manager levels who work beyond

scheduled working hours.
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Estimate 2
N=646 pseudo R*=0.13
Loglikelihood=-380.47

Estimate 3

N=646 pseudo R*=0.13

Loglikelihood=-381.81

Estimate 4
N=645 pseudo R*=0.13
Loglikelihood=-381.36

Coefficient Standard Z value Coefficient Standard Z value Coefficient Standard Z value
error error error
-0.058 0.130 -0.450 -0.085 0.130 -0.660 -0.095 0.129 -0.730
0.258 0.116 2.230 ** 0.266 0.116 2.300 ** 0.259 0.116 2.240 **
0.060 0.312 0.190 0.095 0.311 0.310 0.114 0.311 0.370
-0.041 0.131 -0.310 -0.018 0.131 -0.140 -0.014 0.131 -0.110
0.061 0.162 0.380 0.025 0.160 0.160 0.054 0.161 0.330
-0.587  0.261 -2.250 ** -0.565  0.259 -2.180 ** -0.559  0.259  -2.150 **
-0.078 0.189 -0.410 -0.111 0.189 -0.590 -0.095 0.189 -0.510
-0.077 0.114 -0.680 -0.059 0.114 -0.520 -0.067 0.114 -0.590
-0.430 0.132 -3.270 ** -0.419 0.129 -3.240 ** -0.411 0.130 -3.160 **
0.170 0.155 1.100 0.157 0.153 1.020 0.150 0.154 0.980
-0.032 0.171 -0.190 -0.037 0.171 -0.210 -0.045 0.171 -0.260
0.266 0.180 1.480
0.200 0.137 1.460
0.297  0.162 1.830 *
0.247 0.158 1.570
0.120 0.136 0.890
0.062 0.174 0.360
0.166 0.160 1.040
0.124 0.138 0.900
-0.008 0.168 -0.050
-10.341 2.552 -4.050 ** -10.517 2.547 -4,130 ** -10.686 2.559 -4.180 **
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hours, those who had multiple workplaces tended to have heavy workloads. The likelihood
of selecting “heavy workload” was low among management who “lived for leisure,” even if
they worked beyond scheduled working hours. Discontent was expected to be high among
these people as they worked beyond scheduled working hours in spite of their strong prefe-
rence for leisure.

The freedom to decide office arrival and departure times in question failed to obtain a
significant value in all of the four estimates. What this result suggested was that manage-
ment’s freedom to decide their office arrival and departure times did not affect their heavy
workloads. As described in section 1, according to the Japan Personnel Research Institute’s
(2005) analysis of judicial cases, freedom of time management was a secondary criterion in
court decisions, and the results of this article’s analysis supported this point.

With respect to the recruitment and placement of regular and non-regular employees,
the four items were analyzed separately on the assumption that they were strongly corre-
lated. As a result, it was found that those who were heavily involved in the recruitment of
regular employees and those who were not very involved in the placement of regular em-
ployees tended to select “the workload is heavy.” Since the benchmark was that they were
“not involved,” “not very involved” could be interpreted as “involved, even if only
slightly.” In other words, it can be said that management who were at all involved in the
recruitment and placement of regular employees tended to select “heavy workload.” While
the coefficients were positive for management heavily involved in the recruitment and
placement of non-regular employees, they were not statistically significant. Thus, it can be
inferred that the recruitment and placement of regular employees had a greater influence on
the size of the workload than the recruitment and placement of non-regular employees.

What do these analysis results suggest? While the freedom to decide office arrival and
departure times was considered as a variable for finding out the influence of exclusions
from the application of company-controlled working hours, a factor for managing supervi-
sors, this element did not affect management’s heavy workloads. However, person-
nel-related work such as recruitment and placement (of regular employees in particular) did
have an effect. In many cases, the recruitment and placement of human resources, as well as
the coaching and fostering of subordinates, are important jobs for persons in managerial
positions. If these personnel-related jobs are tough, they are likely to lead to heavy work-
loads.

Furthermore, people at the department manager level tended to select “the workload
is heavy” less than people at the section manager level. Even when the various variables
included in the analysis were kept constant, people at the section manager level were more
likely to select “heavy workload.” However, this result cannot be explained merely by the
nominal difference between people at the section manager and department manager levels.
In other words, it suggests that other factors that were not included in this analysis might
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have an influence on the difference between people at the section manager and department
manager levels."* Although it would be very interesting to find out what those factors might
be, unfortunately, further analysis is not possible due to the constraints of survey data. For
now, as Sato (2004) has pointed out,** this author shall adopt the “playing-manager hypo-
thesis” (that the workload becomes heavier as the degree of being a player-manager in-
creases) with the intention to further pursue this issue in the future.

VII. Conclusion and Issues

According to a simple comparison of average values, people at the section manager
and department manager levels tended to work longer hours than rank-and-file employees.
Furthermore, even when the influence of various attributes was kept constant, it was found
that persons in management worked somewhat longer hours.

In order to consider the issue of management’s exclusion from the application of
company-controlled working hours, the effect of the freedom to decide office arrival and
departure times on the size of their workloads was studied, but this article’s analysis found
that this factor did not have an influence. Regardless of whether they are free to decide their
office arrival and departure times, many people in managerial positions work long hours,
and their exclusion from the application of controlled working hours due to their status as
managing supervisors can be speculated as having very little meaning under current cir-
cumstances, in the sense of any autonomous selection of the length of working hours.

Meanwhile, it was found that personnel-related work such as recruitment and place-
ment affected the size of the workload. This point can be considered as an issue that is
unique to management and is not seen among rank-and-file employees.

While this article’s analysis is exploratory and first-stage, since the effect of some
personnel-related work has been suggested, further study into the content of management’s
work is necessary as a future task. If factors such as the content of work, the degree to
which a person is a playing-manager, the number of subordinates, and how many of them
stand in the way to his/her success can be found, the possibilities for research could expand.

The issue of long working hours is a big problem, and the fundamental questions of
“What kind of person works long hours?” and “Why do they work long hours?” remain
mostly unanswered.™® While the issue of working hours is a matter of legal systems and

11 A separate analysis was conducted using cross-terms between degrees of involvement in the re-
cruitment and placement of regular and non-regular employees on the one hand and people at the sec-
tion manager and department manager levels on the other, but no clear difference could be found.

12 sato (2004) pointed out that management staff were becoming more like playing-managers.

18 Ogura (2008) described the issues for research on working hours. Genda (2009) organized re-
search work on long working hours and found, by analyzing the Employment Status Survey, a grow-
ing trend for long working hours among workers with short lengths of service in recent years. This is
an important finding in terms of detecting change.
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each working individual, it is also a matter of organizations’ personnel systems and their
operations, as well as a matter of management.**

References

Genda, Yuji. 2009. Bunpai mondai to shiteno chojikan rodo: “Soku senryoku” shiko no
kage de [Long working hours as a distribution problem: Behind the trend for imme-
diately useful human resources]. CIS Discussion Paper, n0.429, Institute of Economic
Research, Hitotsubashi University, Tokyo.

The Japan Institute for Labour Policy and Training. 2005. Nipon no chojikan rodo, fubarai
rodo no jittai to jissho kenkyu [Empirical study on long working hours and unpaid
working time in Japan]. JILPT Research Report, no. 22, the Japan Institute for Labour
Policy and Training (JILPT), Tokyo.

. 2006. Hatarakikata no genjo to ishiki ni kansuru anketo chosa [Results of a ques-

tionnaire survey on the current conditions and awareness of working styles]. Research

Series, no. 20, the Japan Institute for Labour Policy and Training (JILPT), Tokyo.

. 2009. Hataraku basho to jikan no tayosei ni kansuru chosa kenkyu [Research study
on the diversity of workplace and sorking hours]. JILPT Research Report, no. 106, the
Japan Institute for Labour Policy and Training (JILPT), Tokyo.

Japan Personal Research Institute. 2005. Kanri kantokusha no jittai ni kansuru chosa ken-
kyu hokokusho [Report on a research study on the reality of managing supervisors].
Tokyo: Japan Personal Research Institute.

Kuroda, Sachiko, and Isao Yamamoto. 2009. Howaito kara eguzenpushon to rodosha no
hatarakikata: Rodo jikan kisei ga rodo jikan ya chingin ni ataeru eikyo [White collar
exemptions and workers” working styles: The impact of working hour regulations on
working hours and wages]. RIETI Discussion Paper Series 09-J-021, the Research In-
stitute of Economy, Trade and Industry (RIETI), Tokyo.

Ogura, Kazuya. 2007. Endoresu wakazu: Hatarakisugi nihonjin no jitsuzo [Endless work-
ers: The real image of the overworked Japanese]. Tokyo: Nihon Keizai Shinbun
Shuppansha.

. 2008. Nippon no chojikan rodo: Kokusai hikaku to kenkyu kadai [Long working
hours in Japan: International comparison and research subjects]. The Japanese Jour-
nal of Labour Studies 50, no. 6:4-16.

Ogura, Kazuya, and Takashi Fujimoto. 2007. Chojikan rodo to waku sutairu [Long working
hours and working style]. JILPT Discussion Paper 07-01, the Japan Institute for La-
bour Policy and Training (JILPT), Tokyo.

1 sato (2003) pointed to the importance of managers’ actions at the workplace level in order for a
discretionary labor system to function properly. In addition, Sato (2008) described workplace-level
management issues concerning long working hours.

70



Managerial Working Hours and Heavy Workloads

Oi, Masako. 2005. Suji de miru kanrishokuzo no henka: Ninzu, shoshin sokudo, ippanshoku
tono sotai chingin [Quantitative changes in managerial positions: Based on their
number, promotion speed and relative wage with respect to non-managerial em-
ployees]. The Japanese Journal of Labour Studies 47, no. 12:4-17.

Ouchi, Shinya. 2008. “Nabakari kanrishoku” mondai no toikakeru mono [Questions raised
by the issue of nominal management]. Business Labor Trend (August): 18-20.

Sato, Atsushi. 2003. Jinji kanri no henka to sairyo rodosei [Changing human resource man-
agement and “discretional work system”]. The Japanese Journal of Labour Studies 45,
no. 10:34-46.

. 2004. Chukan kanrishoku wa fuyo ni narunoka [Is middle-management useless?].

The Japanese Journal of Labour Studies 46, no. 4:30-33.

. 2008. Shigoto kanri to rodo jikan: Chojikan rodo no hassei mekanizumu [Work
management and working hours: Mechanism that generate prolonged working hours].
The Japanese Journal of Labour Studies 50, no. 6:27-38.

Takahashi, Kenji. 2005. Kanrishoku no koyo kankei to ho [Employment relations of mana-
gerial employees and law]. The Japanese Journal of Labour Studies 47, no. 12:18-28.

Takahashi, Yoko. 2005. Howaito kara “sabisu zangyo” no keizaigakuteki haikei: Rodo jikan,
hoshu, ni kansuru anmoku no keiyaku [Economic background of white collar “over-
time work without pay”: The implicit contract about working hours and remuneration].
The Japanese Journal of Labour Studies 47, no. 2-3:56-68.

Yashiro, Atsushi. 2002. Kanrishokuso no jinteki kanri: Rodo shijoronteki apurochi [Human
resources management of management-level workers: A labor market theory ap-
proach]. Tokyo: Yuhikaku.

. 2009. Naze “nabakari kanrishoku” ga umarerunoka [On the mechanism of manag-

ers ‘disguised’ in Japanese companies]. The Japanese Journal of Labour Studies 51,

no. 4:38-41.

71



Legal Issues Concerning Nominal Supervisors and Managers
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Under Japan’s Labor Standards Act, a person who falls under the category of a
supervisor or manager is excluded from application of that Act’s provisions
concerning working hours. There are some Japanese businesses which, on the
basis of these, do not apply the provisions of law that are related to working
hours to persons who have been appointed to management, and do not pay
such managers increased wages no matter how many hours they are made to
work. The scope of supervisors and managers is limited, however, both by
case law and by administrative notification, and most such handling is likely to
be in violation of the Labor Standards Act. Since one of the things at the root
of these breaches of law is the defectiveness of such legislation, it is only rea-
sonable that such laws be revised.

I.  What Has Made “Supervisors and Managers” an Issue

The January 28, 2008, judgment rendered by the Tokyo District Court was widely re-
ported by the mass media; the court had decided that a manager at a McDonald’s Japan lo-
cation did not fall under the category of a supervisor or manager (McDonald’s Japan case,
Tokyo District Court, Jan. 28, 2008, 953 Rodohanrei 10). Supervisors and managers in legal
term (hereinafter “supervisors and managers”), according to Article 41 of the Labor Stan-
dards Act, are not subject to the regulations on working hours under the same Act. However,
as a legal concept, the term is not the same as the conventionally-used words “manager” and
“supervisor.” A person does not necessarily come to fall under the category of a supervisor
or manager as defined in the Labor Standards Act as soon as he/she becomes a low-level
section manager.

Japan’s Labor Standards Act has fairly meticulous regulations on working hours; spe-
cifically, they prescribe a maximum of 40 working hours a week, with an 8-hour-a-day up-
per limit (Article 32). Businesses that have their employees work in excess of these limits
(meaning those that have their employees work overtime) must enter into an agreement (be-
low, a “labor-management agreement”) with a labor union which has been organized by a
majority of the workers at the workplace, or with a person who represents the majority of
the workers if there is no such labor union, and then must notify the Director of a Labor
Standards Inspection Office of this agreement (Article 36, Paragraph 1). Additionally, busi-
nesses must pay their employees’ wages for overtime work at the rate of at least 25% over
and above their base wages, and from April of 2010, this increased to a minimum rate of
time-and-a-half if the employee’s overtime work exceeds 60 hours in one month. If a labor-
management agreement is in place, however, payment under this new increased rate can be
substituted for vacation time (Article 37).

Businesses are subject to penalties for having their employees work overtime if labor-
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management agreement are not in place, nor has been reported to the Director of a Labor
Standards Inspection Office, or if increased wages are not being paid (Article 119, Item [i]).
Further, when an employer has failed to pay these increased wages, the court can, at the
worker’s request, order the employer to pay additional monies over and above the amount
owed to the worker, up to the value of the amount it failed to pay (Article 114).

This summarizes the provisions related to working hours. Further, employers are un-
der obligation to provide their employees with rest periods during working hours: a 45-
minute rest period for each period of work in excess of 6 hours and a 60-minute rest period
for 8 or more working hours (Article 34). Regulations on days off also oblige the employer
to give their employees one day off a week or 4 days off out of each 4-week period (Article
35).

Conversely, Article 41 of the Labor Standards Act stipulates that these regulations on
working hours do not extend to the categories set forth in the items under that Article.
Namely, Item (i) provides for the exclusion of persons engaged in farming, livestock busi-
ness, and fishing from the scope of such regulations. This is because these industries are
heavily impacted by natural influences, such as the weather and the season. Item (iii) ex-
cludes “Persons engaged in monitoring or in intermittent labor, with respect to which the
employer has obtained permission from the relevant government agency.” According to
administrative notification,® “persons engaged in monitoring” refers to “those for whom
monitoring from a defined location constitutes their essential duties, and who ordinarily
undergo little physical or mental strain” (Sep. 13, 1947, Hatsuki No. 17; Mar. 14, 1988, Ki-
hatsu No. 150), and “persons engaged in intermittent labor” refers to “persons who do not
have many periods of rest, but who do spend long periods of time idle.” People engaged in
monitoring and intermittent work are acknowledged as being outside the scope of applica-
tion of the legal provisions on working hours because they either undergo little physical or
mental strain or because even though they are at work for a continuous period of time, they
have long idle periods.

Item (ii) of Article 41 prescribes “persons in positions of supervision or management
or persons handling confidential matters, regardless of the type of enterprise” as those ex-
cluded from application of the provisions on working hours. To be accurate, the term “su-
pervisors and managers,” as we discuss it here means, in the words of the law, “persons in
positions of supervision or management.” According to administrative notification, the
phrase “persons handling confidential matters,” included alongside “supervisors and man-
agers,” indicates “secretarial or other duties which are an integral part of the activities of the
proprietor or a person in a position of management or supervision who does not fit in with
strictly regulated working hours” (Sep. 13, 1947, Hatsuki No. 17).

The real meaning of the failure of these regulations on working hours to extend to

! Internal administrative guidelines on interpretation which are issued in order to ensure the
smooth and unified progress of regulatory administration at Labor Standards Inspection Offices, the
administrative organs that monitor the enforcement of the Labor Standards Act.
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such persons is that since no legal working hours are specified for them (Labor Standards
Act, Article 32), even if they work in excess of legal working hours (8 hours a day, 40 hours
a week), they will not be working overtime. The particular material effect of the fact that
such persons do not work overtime is that it puts their employers under no obligation to pay
them increased wages (Labor Standards Act, Article 37). Night work is not exempt from the
regulations that oblige the payment of increased wages (Kotobuki case, Second Petty Bench,
Supreme Court Judgment, Dec. 18, 2009, 1000 Rodohanrei 5); however, administrative
notification states that “when a fixed wage that includes increased wages for night work has
clearly been provided for in a collective labor agreement, work rules, or otherwise, in-
creased wages need not be paid separately for night work” (Mar. 31, 1999, Kihatsu No. 168),
which effectively waters down these regulations.

Be this as it may, under the Labor Standards Act (Article 9), “supervisors and manag-
ers” are still workers, and protection under that Act should be extended to them as such by
law. Even if this is limited to regulations on working hours, it should be an exceedingly ex-
ceptional case in which these are not applied. From the viewpoint of keeping down labor
costs, a system that makes use of “supervisors and managers” may be an attractive one to a
company, but the conditions under which such a system is applied must be strictly assessed.

This having been said, no definition for the term “supervisors and managers” has
been provided in the letter of the law, and it is not clear exactly who falls under this category.
In an average business firm, once a person becomes a low-level section manager, he/she
takes on a managerial role. It might even be natural for some businesses to treat an em-
ployee who has been promoted to section manager as a supervisor or manager in legal term.
However, anyone with a little bit of legal knowledge on personnel and labor should know
that a cautious examination is necessary before treating an employee as such a supervisor or
manager. Instead, some companies have begun to use the fact that the term has no clear de-
finition under law as an opportunity to pad the rolls of their managerial staff, making em-
ployees into section managers in title alone and having them go about their normal duties.
This is what has created the societal issue of the “nominal supervisor or manager”—the
manager who is such in title alone.

I1. Evaluation Criteria for “Supervisors and Managers”

First of all, administrative notifications provide fairly concrete evaluation criteria for
“supervisors and managers” (Sep. 13, 1947, Hatsuki No. 17; Mar. 14, 1988, Kihatsu No.
150). These notifications say, regarding the general criteria for “supervisors and managers,”
that the terms “mean a department head, foreman, or other such person, who works in an
integrated position with that of the proprietor regarding decisions on working conditions
and other aspects of labor management, and whether a person falls under the category
should be judged according to actual conditions, irrespective of his title.” If we consider that
“supervisors and managers” are people who work “in an integrated position with that of the
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proprietor,” the scope of these titles becomes a rather limited one. These general criteria are
further embodied as follows.

First, “supervisors and managers” are recognized as being limited to, “from among
the persons in the organizational structure who are in positions of responsibility, those per-
sons who hold positions which carry essential job duties and responsibilities, in which the
actual working terms do not fit with the regulations on working hours, etc., and for which
there is no other choice but to request operation outside the scope of the regulations on
working hours, breaks, and days off.” Further, decisions on this scope are not made based
on qualifications or job title, but instead “it is necessary to focus on the details of the per-
son’s job duties, his/her responsibilities and authority, and the actual working terms.”

Moreover, wages are treated as an aspect that is not to be ignored, “in such a case, it
is important to bear in mind whether the regular salary that makes up the base wages and
the perquisites for roles with responsibility are being treated as befits the position, and
whether there is favorable treatment in comparison to ordinary employees who are not in
positions of responsibility in regard to the rate of bonuses and other lump-sum payments
and the basis for calculation of such wages.”

Recently, at a time when this issue of people who are managers in title alone is being
frequently reported, a new notification entitled “On the Proper Scope of ‘Supervisors and
Managers’” was released, with the purport of making these previous notifications more fa-
miliar to all (April 1, 2008, Kikanhatsu No. 0401001).

The court has also indicated evaluation criteria that are essentially the same as that of
the notifications. While there is as yet no Supreme Court precedent, the initial McDonald’s
Japan judgment followed existing judicial precedent in indicating the following evaluation
criteria for “supervisors and managers.”

First, as a generality, “the provisions of the Labor Standards Act concerning working
hours do not apply to “supervisors and managers” (Article 41, Item [ii] of that Act); howev-
er, in terms of their integrated position with the proprietor, “supervisors and managers” are
given essential duties and authority such as will leave no choice other than requesting that
they carry out business operations outside the scope of the provisions on working hours, etc.
under the same Act, as business management necessitates. Since “supervisors and manag-
ers” are treated preferentially in comparison to ordinary employees in the handling of their
wages, etc. and in their actual working terms, even though they are exempt from application
of the provisions on working hours, etc., such treatment prevents violations to the basic
principles mentioned above, and the lack of application of such provisions is understood to
be based on the purport that there is no lack of protection for the worker.”

The McDonald’s Japan case was as follows.

Worker X, the plaintiff, was recruited by Company Y, a stock corporation which has
as its purpose the sale, etc. of hamburgers, etc., in February of 1987. In ascending degree of
authority, Company Y’s management was made up of the ranks of manager in training,
second assistant manager, first assistant manager, restaurant manager, operations consultant
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(OC), operations manager, sales manager, and general manager of sales promotion (who
was also the representative director). At this time, the person who directed the overall manu-
facture and sale of products during each shift at a shop was called the “shift manager,” and
Company Y made it necessary for there to be a shift manager at the restaurant during each
shift. The people who were able to work as the shift manager were the swing manager (a
part-time employee), the restaurant manager, and the first and second assistant managers.

Worker X was first hired as a manager in training, became a second assistant manager
in July of 1987, a first assistant manager in November of 1990, and then was promoted to
restaurant manager in October of 1999. At the end of 2007, Company Y had 277 employees
working in positions above that of restaurant manager, 1715 people working as restaurant
managers, 2555 employees working as managers in training or assistant managers, and also
had part-time employees.

Under Company Y’s employment regulations, restaurant managers and others were
considered to be “persons in positions of supervision or management,” (see the Labor Stan-
dards Act Article 41, Item [ii]), and were exempted from application of legal provisions
regarding working hours, rest periods, days off, and increased wages for overtime work and
work on days off. Worker X filed suit, as a restaurant manager who did not come under the
category of a supervisor or manager in legal term, demanding to be paid two years’ worth of
unpaid increased wages. The judicial decision, which applies the previously-mentioned
general evaluation criteria to the matter at hand in this case, reads as follows.

“In order to say that a person is a supervisor or manager in legal term, it must be de-
termined that not only his/her title as a restaurant manager, but also his/her position, is one
that substantially fulfills the purport of the previously-mentioned Act, and an evaluation
must be made of the concrete features of (i) how he/she is involved in important matters
regarding the business management of the enterprise as a whole, including labor manage-
ment, in light of the contents of his/her duties, authority, and responsibility; (ii) whether the
actual terms under which he/she works truly do not fit in with the regulations on working
hours, etc.; and (iii) whether he/she is being treated as befits the supervisor or manager in
terms of salary (base wages, perquisites for roles with responsibilities, etc.) and bonuses.”

Further, in regard to each of these features it was found that (i) though it could be said
that a McDonald’s Japan’s restaurant manager assumes great responsibility in the operations
of the restaurant, his duties and authority are limited to matters within the relevant restau-
rant, and it cannot be acknowledged that he is involved in essential duties or that he holds
authority in an integrated position with that of the proprietor; that (ii) the duties undertaken
by a restaurant manager are carried out based on no more than policies which are provided
for informational purposes at any number of meetings and in the manual distributed by the
company, and these duties cannot be said to have the quality or the content of failing to fit
in with the regulations on working hours, etc.; and that (iii) there is no considerable dispari-
ty between a restaurant manager’s yearly salary and that of a senior assistant manager, who
is not a supervisor or manager and in regard to the actual working terms of a restaurant
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manager as well, this is not sufficient as treatment toward a supervisor or manager in legal
term. It was upon these grounds that, as its conclusion, the court disavowed Worker X as
having the qualities of a supervisor or manager.

The court acknowledged only half of the unpaid additional monies. This may have
been due to the court’s assessment of circumstances which indicated that the fault did not lie
solely with the company in this case.

As can be seen from this decision, as well as from judicial precedent, just as it is
stated in administrative notification, the scope of supervisors and managers is a limited one.
A review of past judicial precedents also reveals that there are very few examples of a per-
son having been acknowledged as a supervisor or manager in legal term. One such example
is the recent judicial precedent set in the Feb. 8, 2008, Kobe District Court Himeji Branch
judgment in the Banshu Shinyo Kinko Case (958 Rodohanrei 12), in which the court dis-
avowed that the bank’s branch manager had the quality of the supervisor or manager.

In a different judicial precedent by a regional court, the assistant sales manager of a
taxi company was acknowledged as having the quality of the supervisor or manager. In this
case, circumstances were such as that (i) through roll calls at the end of the shift and upon
dispatch, he was in a position to directly manage and oversee a large number of crew mem-
bers; (ii) in terms of recruitment, he was involved in interviewing crew members and played
an important role in deciding whether or not to hire them; (iii) although it was acknowl-
edged that he had little free time because of his busy workday, conditions were such as al-
lowed him to return home from his destination simply by contacting the company without
receiving any kind of direction from the managing director, his only boss, and no particular
restrictions were put on his working hours; (iv) in comparison to other employees he was
receiving a large amount of compensation, at over 7 million yen [approx. US$61,000 at the
time] including his base salary and service benefits, and this was the highest amount among
employees of the company; (v) he was a member of the management council, whose meet-
ings were attended by company officers and other key employees; and (iv) he would attend
meetings and appear in place of the managing director as the company’s representative
(Meinohama Takushi case, Fukuoka District Court Judgment, Apr. 26, 2007, 948 Rodoha-
nrei 41). When conditions such as these converge, a person may fall under the category of a
supervisor or manager in legal term (another example of this is the affirmation of a branch
manager of a securities company as a supervisor or manager, the Nippon Fasuto Shoken
case, Osaka District Court Judgment, Feb. 8, 2008, 959 Rodohanrei 168).

In other evaluations of whether a person falls under the category of a supervisor or
manager in legal term the most difficult criterion to satisfy is that such a person works in
“an integrated position with that of the proprietor,” and as in the case involving the taxi
company, when the company size is not so large, if an employee is being materially en-
trusted with important authority in the area of management, this means that he/she could be
found to be the supervisor or manager.
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I11. Regulations on Working Hours for White Collar Workers

Even if there are some such exceptions, it bears repeating that an employee falls un-
der the category of a supervisor or manager in legal term only in the most circumscribed
cases. A person being promoted to management in the company where he/she works does
not mean that it automatically becomes legally permissible to deviate from working hour
regulations under the Labor Standards Act. To begin with, when any person from among the
employees is to be promoted to management and how many of them are to be promoted are
decisions that can be made at a company’s discretion. The fact that the application of the
provisions on working hours under the Labor Standards Act fully depends on a company’s
discretion goes against the principle of that Act, which applies irrespective of any of the
parties’ intentions. The true significance of the compulsory provisions of the Labor Stan-
dards Act is that conditions which are more disadvantageous to the employee than the stan-
dards prescribed in the Labor Standards Act cannot be taken up for decision within a com-
pany through its employment regulations, nor can they be decided between a company and
an employee through an agreement reached in an employment contract. As stated at from
the beginning, from the perspective that the supervisor or manager is also a worker, working
hour regulations under the Labor Standards Act must be applied as a rule, and exclusion of
application must, by law, be limited to persons who are objectively found to be “supervisors
and managers”.

There is simply no justification for companies to prototypically have their employees
promoted to manager in title alone, merely with the objective of keeping down their labor
costs. There is also a sufficient possibility that even if a worker is actually promoted to
management, he/she still will not coincide at all with the category of “supervisor and man-
ager” under the Labor Standards Act.

A company’s use of a management staff that does not sufficiently fulfill the legal re-
quirements for “supervisors and managers” and its failure to apply the provisions related to
working hours are materially the same as that company making its staff work free overtime,
and from the standpoint of compliance, this cannot be permitted.

This is not, however, to say that there are no points on which we may sympathize
with such a company.

No one is likely to deny that there do exist groups of workers to whom working hour
regulations are not suited. Discretionary work systems have been established within existing
laws for such groups of workers; namely, one for professional work and one for manage-
ment-related work (provided under Article 38-3 and Avrticle 38-4 of the Labor Standards Act,
respectively). Both types of discretionary work system allow for regulations for a way of
regarding working hours under a fixed set of requirements in cases where it is necessary,
due to the nature of a worker’s duties, to leave the manner in which those duties are carried
out largely to the discretion of the worker engaged therein. These hours a worker is deemed
to have worked are not connected to his/her actual working hours, but are treated by law as
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a fixed period of hours that he/she has worked. Hours that workers are deemed to have
worked are provided for in labor-management agreements with a person representing the
majority of the workers under the discretionary work system for professional work, and by
resolution of the labor-management committee under the discretionary work system for
management-related work. If these hours are provided for so that an employee will be
deemed to have worked within the scope of 8 hours a day and 40 hours a week, it will avoid
giving rise to overtime work and the employer will bear no obligation to pay the employee
increased wages, regardless of how many hours that employee works.

Discretionary work systems are particularly adaptable for working hours for workers
for whom performance-based wages have been introduced. Although increased wages for
overtime work are paid in proportion to the hours worked, where the base salary being paid
is dependent on performance, due to the mixture of hourly wages and performance wages,
there is no conformity within the wage system, and in this point is less than desirable. In the
system for increased wages, one of the aims is to curtail overtime work. However, workers
who have discretion in the performance of their duties and to whom performance-based
wages apply may decide on their own judgment to work longer hours in order to produce
results, and being compelled to curtail their overtime hours could become rather an an-
noyance.

Although such a discretionary work system may be necessary as a system of working
hours for a fixed set of workers, the requirements for its application under the law are ex-
ceedingly rigid. The discretionary work system for professional work only admits profes-
sional work set forth in the Ordinance for Enforcement of the Labor Standards Act (Article
24-2-2)—such as that of attorneys, CPAs, university professors, architects, real-estate ap-
praisers, and certified tax accountants—and as previously stated, an agreement must be
concluded with the representative of the majority of the workers to adopt this system. The
discretionary work system for management-related work accepts “work in planning, draft-
ing, investigating, and analyzing matters related to the operation of the business,” and as the
process for this system to be accepted, a resolution by a four-fifths or greater majority of the
labor-management committee is necessary. In particular, the numerical requirements of the
latter are exceedingly strict, and in actuality, the discretionary work system for manage-
ment-related work has hardly been introduced at all (according to the Ministry of Health,
Labour and Welfare’s General Survey on Working Conditions 2009, the percentage of busi-
nesses that have introduced this system has come to a halt at 1.0%, and the rate of introduc-
tion is also low for the discretionary work system for professional work, at 2.1%).

This is one reason why recently the introduction of a white collar exemption is being
so actively advocated in financial circles.

In politics, as well, the introduction of a “self-managed labor system,” which could
also be thought of as Japan’s version of a white collar exemption, was conceived in the Out-
line of the Bill for the Act for Partial Revision of the Labor Standards Act, which was deli-
berated on by the Labour Policy Council on January 25, 2007. Naturally, just as in the dis-
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cretionary work system for management-related work, there were strict requirements for the
introduction of the self-managed labor system, such as the necessity of a resolution by at
least a four-fifths majority of the members of the labor-management committee. Further,
this system was rather limited in regard to the workers who would have been subject to its
application; namely, (i) persons engaged in work whose results could not be adequately ap-
praised in working hours; (ii) persons who were in positions which were appropriately
commensurate with the significant authority and responsibilities of their duties; (iii) persons
who did not receive concrete direction from their employers on decisions regarding the
means by which they were to perform their duties and the distribution of their hours; and
(iv) persons with appropriately high yearly incomes (it was envisaged that the workers to
whom this would apply would be persons in positions just under that of “supervisors and
managers”). Additionally, although the scope of work that would have been excluded from
application under this system covered everything subject to working hour regulations, in-
cluding night work, days off would have had to be strictly observed at the rate of at least
four or more days off in a four-week period and the number of days equivalent to at least
one year’s worth of two-day weekends (104 days), and failure to observe these would have
been subject to penalty.

In the end, this system was withdrawn, but it is the opinion of this author that it is ne-
cessary to introduce into Japan a white collar exemption in which workers are fully ex-
cluded from application of working hour regulations under fixed requirements, and that also,
it is necessary to make the requirements for introducing such an exemption more lenient
than those conceived under the self-managed labor system.

From its inception, the Labor Standards Act was the offspring of the Factories Act,
and the provisions related to working hours, as well, were envisaged as being hours worked
by blue collar workers in factories, where labor was bound under the control and supervi-
sion of superiors. However, the number of white collar workers has increased, and as such,
the number of people who are working differently from blue collar workers is also increas-
ing. It is because of this that today we are starting to see these working hour regulations—
which have factory labor as their premise—come apart at the seams. In actuality, revisions
to the Labor Standards Act in recent years have one after another progressively allowed
more flexibility in working hour regulations. For instance, the variable working time system
(Labor Standards Act, Article 32-2, Article 32-4, and Article 32-5), the flextime system (La-
bor Standards Act, Article 32-3), a system for work outside the workplace (Labor Standards
Act, Article 38-2), and introduction of discretionary work systems (Labor Standards Act,
Article 38-3 and Article 38-4) are examples of this. This is also evidence that the fundamen-
tal framework of regulations on working hours no longer fits the actual conditions of a so-
ciety in which the majority of people are employed workers. The introduction of flexible
regulations on working hours that are more compatible with actual white collar working
conditions has become a pressing issue.

However, it goes without saying that it would not do for companies to arbitrarily in-

80



Legal Issues Concerning Nominal Supervisors and Managers

troduce new standards on flexible working hours to suit themselves; it is necessary to con-
stantly consider the fact that regulations on working hours have the essential role of ensur-
ing the worker’s health. Although the system of supervisors and managers is, in actuality, a
system with the same results as a white collar exemption, this is with the unbending precon-
dition that the supervisor or manager be in a management position, and it is not permitted to
treat employees who are not in such positions as “supervisors and managers,” no matter
how much they do not fit in with the regulations on working hours. Even less needless to
say is how impermissible it is to treat an employee who does fit in with regulations on
working hours as a supervisor or manager with the sole aim of circumventing the burden of
increased wages.

In a country governed by the law, as long as the law contains certain rules and regula-
tions, they must be upheld. It is only natural for society to denounce those companies that
fail to comply.

IV. Companies Are Not the Only Ones at Fault

This having been said, this author feels hesitant, in looking at the actual conditions in
which violations of the Labor Standards Act have proliferated in the form of these nominal
“supervisors and managers,” to place the blame on the companies alone. When the law is
universally not being upheld, it is not only because there is weakened awareness of com-
pliance; we also need to consider whether perhaps there is some deficiency in the law that is
not being upheld. Attaining awareness on this kind of issue can also be what gives rise to
constructive legislative policy.

So, is it that there is some problem in existing laws and regulations concerning “su-
pervisors and managers”? In regard to this point, the following factors are particularly
noteworthy.

Apart from the case under Article 41, Item (iii) of the Labor Standards Act, exclusion
of “supervisors and managers” from application of the provisions related to working hours
does not necessitate advance permission from the Director of a Labor Standards Inspection
Office. In regard to what kind of worker falls under the category of a supervisor or manager,
although, as already mentioned, judicial precedents and notifications indicate criteria for
this, in the end there is no other recourse but to judge each case on an individual basis in
accordance with actual conditions, and this is problematic in terms of clarity. A business
enterprise may often have difficulty in judging which type of employees it is legally per-
missible to treat as “supervisors and managers.”

Such vagueness seems to be the principle cause that has produced the nominal “su-
pervisors and managers.” Let us examine this point in comparison to the discretionary work
system, to use an example. In this system, at the very least, it is made clear before the fact
which employees are subject to its application. In the discretionary work system for profes-
sional work, as previously mentioned, the types of profession to which the system applies
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are specified in laws and regulations (Ordinance for Enforcement of the Labor Standards
Act, Article 24-2-2), the concrete duties that are subject to its application are to be decided
in a labor-management agreement (Labor Standards Act, Article 38-3, Paragraph 1, Item [i]),
and a notification of that labor-management agreement is to be submitted to the Director of
a Labor Standards Inspection Office (Labor Standards Act, Article 38, Paragraph 2 and Ar-
ticle 38-2, Paragraph 3).

Guidelines are also set forth for the work to which the discretionary work system for
management-related work applies, the specific jobs to which the system applies are to be
decided by a resolution of the labor-management committee (Labor Standards Act, Article
38-4, Paragraph 1, Item [ii]), and a notification of that resolution is to be sent to the Director
of a Labor Standards Inspection Office (main paragraph of the same Article).

In this way, the legal system has made it so that companies are unable to arbitrarily
decide what work is subject to application of the discretionary work system. No such ex-
ante regulation exists, however, in regard to “supervisors and managers.” The lack of regu-
lations under the law may have caused companies to establish individual, loose sets of stan-
dards for themselves, setting off the institution of workers who are “supervisors and manag-
ers” in title alone.

V. A Desirable Legal System

Well, then, what kind of legal system would be more desirable? The truth is that it is
exceedingly difficult to define a supervisor or manager under the law, and it may prove to
be a challenge to ask for criteria that are more concrete than what we have from existing
judicial precedent and notifications.

One concept similar to “supervisors and managers” is that of the representative of a
company’s interests. Article 2 of the Labor Union Act sets forth that “[a group] which ad-
mits to membership officers; workers in supervisory positions having direct authority with
respect to hiring, firing, promotions, or transfers; workers in supervisory positions having
access to confidential information relating to the employer’s labor relations plans and poli-
cies so that their official duties and responsibilities directly conflict with their sincerity and
responsibilities as members of the labor union; and other persons who represent the interests
of the employer” shall not be acknowledged as a labor union under that Act (Labor Union
Act, Article 2, Item [i]). If it does not fall under the category of a labor union under the La-
bor Union Act, a group cannot make use of the protections and remedies against unfair labor
practices under that Act (see Article 5, Paragraph 1).

The scope of representatives of a company’s interests is not concretely set forth in the
law. However, the scope of union members is often decided in a collective labor agreement
between a business and a labor union, and usually, in terms of actual duties, people in and
above the level of a low-ranking section manager are made nonunion workers. The scope of
the treatment of nonunion workers in a collective labor agreement and the scope of repre-
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sentatives of a company’s interests under the Labor Union Act are not, strictly speaking, in
conformity on all points, but in substance, there is the aspect that the scope of the represent-
atives of a company’s interests are defined in the labor agreement.

As a legal policy, it is sufficiently worth considering that employer-employee auton-
omy determines the scope of “supervisors and managers,” just as it does for representatives
of a company’s interests. As previously mentioned, in the current systems for discretionary
working hours, although the method is different from a collective labor agreement, the
scope of persons subject to application of the system is determined beforehand in a labor-
management agreement or by the resolution of a labor-management committee, and a noti-
fication is sent to the Director of a Labor Standards Inspection Office. It is sufficiently poss-
ible to also make the system for “supervisors and managers” one in which the concrete
scope of this category is decided in a labor-management agreement, and where a Labor
Standards Inspection Office is notified of the agreement and the agreement undergoes a
series of checks. Companies may find this to be a bit of an annoying process in comparison
to the provisions of existing laws and regulations, but this kind of ex-ante regulation is vital
in the dramatic results it would bring about in exclusions from application of provisions on
working hours. Further, this would bring balance to the current system where permission
from the Director of a Labor Standards Inspection Office is to be obtained so as to exclude
persons engaged in monitoring or intermittent labor from the application of the provisions
on working hours under Article 41, Item (iii) of the Labor Standards Act. This would also
have the merit of making it easy to avoid any ex-post facto conflict concerning “supervisors
and managers.”

In its essence, the point at issue is that, in comparison to other similar legal systems,
the system for “supervisors and managers” has not been sufficiently endowed with the ne-
cessary procedural requirements for its adequate operation. It is reasonable to argue that
those using the loophole in the law are at fault. One might also argue, however, that the
government has an obligation to ensure that there are as few loopholes as possible. As it
exists, the current system for “supervisors and managers” is much too vulnerable, and this is
highly likely to have triggered violations of the Labor Standards Act.
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The Japan Institute for Labour Policy and Training

I. Introduction

The Japan Institute for Labour Policy and Training (JILPT) is engaged in ongoing re-
search into non-regular employment. As part of this, JILPT has implemented customized
calculations on individual data collected as part of the Ministry of Health, Labour and Wel-
fare’s General Survey on Diversified Types of Employment (hereinafter referred to as the
D-Survey), in order to work towards an integrated understanding and analysis of
non-regular employment trends in Japan.® This paper selects and introduces themes from
among those results that are considered to be of potential interest to people outside Japan.

1. Concerning the D-Survey

1. Outline of the Survey

The D-Survey is a government statistical survey implemented by the Ministry of
Health, Labour and Welfare approximately once every four years. It comprises a Survey of
Workplaces, which looks at randomly selected private companies engaged in industries oth-
er than agriculture, forestry and fisheries, with five or more regular employees, and a Sur-
vey of Individuals, which focuses on people working in such workplaces.

The customized calculations were performed on survey results data collected in Oc-
tober 2003 and October 2007.> The 2003 survey was implemented in regard to approx-
imately 16,000 workplaces and approximately 30,000 workers, and responses were col-
lected from 71.6% of workplaces and 71.0% of workers. The 2007 survey was implemented
in regard to approximately 15,600 workplaces and approximately 56,000 workers, and res-
ponses were collected from 69.0% of workplaces and 51.2% of workers.

The main areas covered by the D-Survey are, for workplaces, numbers of workers
(categorized by employment type) and increases or reductions in structural ratio of each
type, reasons for utilizing non-regular employment, and issues or problems arising. The

! The research was conducted jointly by four researchers at JILPT (Ogura, Takahashi, Fujimoto,
and Asao) and was compiled as JILPT Research Report No. 115 “Transition of Diversification of Em-
ployment I1: 2003-2007.” However, Asao assumes responsibility for the wording of this paper.

2 This is the third time that JILPT has performed customized calculations on the D-Survey. This
was previously done in regard to 1994, 1999 and 2003. This paper is a continuation of that previous
work.
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Survey of Individuals, on the other hand, asked about occupational attributes, the reason for
selecting the worker’s current employment type, his or her hopes regarding future employ-
ment type, qualifications held that are relevant to current work, etc.

2. Definition of Employment Type for Purpose of Survey
The D-Survey uses the following categorizations of employment type. Definitions are
given here as in the survey document.
= Regular employees: Full-time, “typical employees,” in other words, those employees
who are employed without a fixed term attached to their employment conditions, other
than those who work part time or are transferred from other companies
= Contract employees: Those employed in designated occupations, who are subject to a
fixed-term contract with the objective of utilizing their specialist knowledge
= Entrusted employees: Those employed by contract with the purpose of re-hiring em-
ployees who have reached retirement age, for a fixed period of time
= Transferred employees: Those transferred from another company according to a trans-
fer contract (regardless of whether or not they still have employment status at the ori-
ginating company)
= Dispatched workers: Those dispatched from another source based on the Act for Se-
curing the Proper Operation of Worker Dispatching Undertakings and Improved Work-
ing Conditions for Dispatched Workers
= Dispatched fixed-term employed workers: Those who, while being dispatched workers,
are also registered as staff with a dispatch company
= Dispatched permanent employed workers: Those who, while being dispatched workers,
are also permanent employees of a dispatch company
= Temporary workers: Those employed on a short-term or daily basis (applicable to
workers with an employment period of one month or shorter)
= Part-time workers: Those with a shorter working day than regular employees, or who
work for fewer days of the week
= Others: Workers not covered by any of the above (including those working for similar
hours or number of days to regular employees, and who are referred to as “part time
workers” or other similar terms)
The only distinction made between dispatched fixed-term employed workers and
dispatched permanent employed workers is in the Survey of Individuals.

3. Some Comments on Definitions of Employment Types

When implementing a survey based on the categories above, there are some employ-
ment types that seem to cause a strong awareness of the problems of non-regular employ-
ment, and some that do not. Transferred employees, for example, maintain regular employee
status at the company to which they are transferred, and in many cases are required to work
the same hours, and receive the same benefits, as the regular employees in their workplace,
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Figure 1. Trends in Composition of Employment Type

while entrusted employees, who were formerly regular employees, continue to be employed
in the same workplace even after reaching retirement age. In the latter case, there tend to be
more issues arising relating to employment of the elderly than relating to “non-regular em-
ployment.”

It is also necessary to add a comment relating to the issue of “part-time workers.” As
in the D-Survey above, part-time workers are defined as workers whose working hours are
shorter than regular employees in the same workplace. This could be described as a defini-
tion based on the relative shortness of working hours. There are, on the other hand, two al-
ternative definitions of this type. One is any person who works for less than 35 hours per
week. This definition has the proxy attributes of the definition based on the relative short-
ness of working hours. Let us call this the 35-hour week criteria definition. The second de-
finition is anyone who is called a “part-timer,” “part-time worker” or any other similar name
in the workplace. This is a definition that depends on labeling.

The difference between these three definitions cannot be discussed in detail here, but
the following points need to be noted, (i) when using the 35-hour week criteria definition, if
one was to judge not by the defined working hours but by the actual length of hours worked,
then if a “part-time worker” (viewed from a relative time perspective) works overtime, then
he or she cease to be a “part-timer,” and similarly, if a regular employee happens to take a
short break, then he or she may essentially end up being included in the “part-timer” bracket,
and (ii) when using the labeling criteria, then as can be understood by reading the above
definition of “Others” in the D-Survey, a broad spectrum of workers who are not covered by
the relative definition of “part-time worker” may also be included in what is referred to as
“part-timers.”

It seems to have finally become widely understood that in Japan, for a long time, the
definition of “part-time” has not necessarily always been understood to be “shorter hours.”
The definition that depends on the relative shortness of working hours has been used in sta-
tistical surveys for many years together with the 35-hour week criteria definition or the
labeling definition. In such cases, workers were not referred to as “part-time workers” but
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rather “workers with shorter working hours.”® It is therefore always necessary to check

which definition is being used when looking at a Japanese statistical survey that deals with
information relating to “part-time” work.

I11. The Increase in Non-Regular Employment, and Reasons Companies
Utilize Non-Regular Employment

1. The Increase in Non-Regular Employment

From the results of the Survey of Workplaces, it can be seen that, including dis-
patched workers, the proportional composition of employment types in 2007 was 62.2% for
“Regular employees,” showing that more than one third of all employees were in
non-regular employment. During 2003, the proportion of “Regular employees” was 65.4%,
showing an increase in non-regular employment among the labor force during the interven-
ing four years (Figure 1).

Among non-regular employment types, the category “Part-time workers” was the
largest one, accounting for 22.5%. This group, however, had neither increased nor decreased
in size during the four years in question. The group showing the largest increase during the
four-year period was “Dispatched workers,” which went from 2.1% in 2003 to 4.7% in 2007.
Furthermore, “Contract employees” rose from 2.4% to 2.8% and those covered by “Others”
rose significantly, from 3.6% to 6.7%, but unfortunately, the D-Survey does not clarify the
details for this. Judging from the definitions above, “Others” would seem to refer to workers
who are employed full-time, for one month or longer on a fixed-term contract, and who do
not have a specific occupation. This can be understood as including contracted workers in
manufacturing workplaces, and the type of work known in Japan as arubaito.

It is thought that the relaxing of regulations prohibiting the involvement of labor dis-
patch businesses with regard to the services of manufacturing products in 2006 was a sig-
nificant factor in the increase in “Dispatched workers” between 2003 and 2007. The data
shows that the proportion of “Dispatched workers” in manufacturing industries rose swiftly,
from 2.0% in 2003 to 9.8%."

For the reference of the reader, the breakdown by industry, given in order of indus-

% In regular statistical surveys designed to understand trends, the definition dependent on labeling
began to be used relatively late, around the 1980s.

* The background to this also includes the general expansion in Japan’s economy as of 2007, and
the fact that manufacturing industries were increasing production activities at this time. The facts ex-
ceed the scope of this paper, but the subsequent financial crisis in the autumn of 2008 and the resulting
economic depression, which saw, in the immediate aftermath, many contracts being terminated
mid-term in regard to dispatched workers even in major manufacturing companies, caused a debate as
to whether or not it had been a good thing that manufacturing industry prohibitions on dispatched
business had been lifted. There are moves to re-impose the ban, but no decision had been reached at
the point at which this paper was written.
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tries with the largest relative proportions of non-regular employees, is as follows. Firstly
part-time workers: Eating and drinking places, and accommodations industry (55.6%, 2007),
Wholesale and retail trade industry (36.9%, 2007), and Service industry (27.4%, 2007), etc.
All of these are industries that experience fluctuation. Industries with relatively large pro-
portions of contract employees include the Education and learning support industry (9.6%,
2007), Information and communications industry (5.0%), Medical, health care and welfare
industry (3.9%), and the Transportation industry (3.9%). These are industries with relatively
higher proportions of specialist skills. In terms of dispatched workers, in addition to the
manufacturing industries mentioned above, the Information and communications industry
(9.9%), Finance and insurance industry (9.5%), Transportation industry (4.1%), Service
industry (4.0%), etc., all have relatively high proportions. These may be considered indus-
tries that both experience strong fluctuations, and where specialist skills are required.

2. Reasons for Utilizing Non-Regular Employment

Let us take a look at the reasons why companies (workplaces) utilize non-regular em-
ployment. In the D-Survey, respondents were given 13 choices to explain their reasons for
utilization of non-regular employment, with multiple answers possible. Hereinafter, when
considering the issue by employment type, we will divide workers into three categories —
part-time workers, contract employees and dispatched workers.

Firstly, let us look at part-time workers. In the 2007 survey, the most common reason
selected by workplaces was “Reducing wage costs,” at 41.1%, followed by “In order to re-
spond to fluctuations in workload in each day or week” (37.2%), “In order to respond to
longer business hours” (21.7%), and “In order to reduce labor-related costs other than wag-
es” (21.3%), etc. These could be seen to indicate that the main factors are those related to
reducing labor-related costs, and those related to dealing with fluctuations in workload.
Compared to 2003, however, the number of workplaces giving factors related to reducing
labor-related costs is proportionally lower.

In regard to contract employees, the reason indicated most frequently was “In order to
respond to specialist needs,” at 43.6%, followed by “In order to ensure employees with
adaptable potential or other specialist abilities” (38.3%), while “Reducing wage costs” came
third, but indicated by only 28.3% of respondents. Furthermore, in terms of dispatched
workers, the most common answer was “In order to ensure employees with adaptable po-
tential or other specialist abilities,” indicated by 35.2% of respondents, followed by “Be-
cause we cannot acquire regular employees” (26.0%), with “In order to adjust employment
in accordance with economic changes” (25.7%) in third place. Only 18.8% of workplaces
responded that they used dispatched workers in order to “Reduce wage costs” (Table 1).

As can be seen, there has been an increase in the use of part-time workers for reasons
related to reducing wage costs, but when looking at the industries using a high proportion of
part-time workers listed above, in the case of Eating and drinking places, and accommoda-
tions industry, 39.8% responded that “Saving wage costs” was one of their reasons, but
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Table 1. Main Reasons for Utilizing Non-Regular Employment

(M.A. %)
Part-time Contract Dispatched
workers employees workers
2003 2007 2003 2007 2003 2007

Cannot acquire regular employees 124 17.6 14.3 18.2 16.9 26.0
In order to allow regular
employees to engage in specialist 12.8 15.3 154 10.6 17.2 20.4
activities o
Lr;:c;ger to respond to specialist 101 127 44.9 436 259 202
In order to ensure employees with
competitive or other specialist 12.3 11.8 37.9 38.3 39.6 35.2
abilities
In order to adjust employment in
accordance with economic 23.4 18.0 21.7 15.6 26.4 25.7
changes
In order to respond to longer
business hours 20.4 21.7 8.9 6.4 2.8 3.4
In order to respond to fluctuations
in workload in each day or week £l i £ 2 £ 1eaL
In order to respond to temporary
or seasonal fluctuations 154 14.5 9.0 50 14.4 203
Reducing wage costs 55.0 41.1 30.3 28.3 26.2 18.8
In order to save on labor-related
costs other than wages 23.9 21.3 11.9 8.1 26.6 16.6
In order to re-employ elderly
RS 6.4 7.9 7.3 11.0 1.7 2.6
In order to provide cover for
employees on maternity leave, or
those caring for elderly or infirm 21 16 21 2.4 8.8 6.5
relatives
Other 2.4 10.6 1.8 13.2 1.7 7.0

Note: Figures indicate the proportion of workplaces that responded that they have workers in these

types.

52.0% responded “In order to respond to fluctuations in workload in each day or week,”
indicating that not only issues related to reducing wage costs, but also factors related to the
type of work being undertaken also play a significant role.

Furthermore, there has been an increase in the number of workplaces indicating the
need to ensure competitive employees as a factor in their use of contract employees or dis-
patched workers. Within this, it is also noticeable that there has been an increase in the
number of workplaces indicating the need to adjust employment with economic changes as
a factor. In particular, within the manufacturing industry, 42.5% of workplaces said that they
used the employment of dispatched workers due to factors related to adjusting employment.

IV. How Many People Are Involuntarily Engaged in Non-Regular
Employment?

The involuntary nature of non-regular employment often comes under debate. In oth-
er words, there is a question over how many workers may have wished to be hired as regu-
lar employees, but were in fact unable to secure such a position and have ended up being
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hired in a non-regular type. Let us take a look at the results of the D-Survey’s Survey of
Individuals in this area.

1. Reason for Selecting Current Employment Type

The results of the 2007 survey question that asks people in non-regular employment
their reason(s) for selecting their current employment type (multiple answers possible) show
that 31.5% of contract employees, 37.9% of dispatched fixed-term employees, and 36.6% of
dispatched permanent employees, responded “Because there were no companies in which |
could work as a regular employee,” indicating that around one third of such workers se-
lected their employment involuntarily. In comparison with this, only 12.2% - a relatively
low proportion - of part-time workers responded with the same answer. In addition, dis-
patched workers showed the highest level of reluctance in regard to their reasons for em-
ployment selection, while on the other hand, the largest proportion (37.0%) of contract em-
ployees responded “Because it allowed me to utilize specialist qualifications or skills” and
the largest proportion (55.9%) of part-time workers responded “Because | can work hours to
suit myself.”

Consolidating the reasons for selecting the current employment type into three types,
and further dividing part-time workers into “young part-timers” (single and aged 35 or un-
der), “married women part-timers” (married women aged between 25 and 59), and “older
part-timers” (aged 60 and above) gives the results shown in Table 2.> From this, we can see
that in comparison with contract employees and dispatched workers, the proportion of
part-time workers considering their reasons as “reluctant” is smaller. However, such propor-
tion is relatively higher among young, mainly male, part-timers. Among married women
part-timers and older part-timers, a higher proportion selected “personally convenient” rea-
sons, with a small proportion selecting “reluctant” reasons.

In addition, a large proportion of dispatched fixed-term employees selected “reluc-
tant” reasons overall, out of which the proportion of male employees was relatively high,
while a higher proportion of female employees selected “personally convenient” reasons.

Overall, the proportion of people selecting “reluctant” reasons fell between
2003 and 2007, and it is thought that economic trends have a relationship to the
increase and decrease in proportion of people expressing “reluctance.”

2. Employment Type Hoped for in the Future

Next, let us take a look at the proportion of people currently in non-regular employ-
ment who hope to change over to a position as a regular employee (Table 3). In 2007,
39.0% of contract employees, 40.6% of dispatched fixed-term employees and 38.3% of

® Due to the consolidation of categories and the processing of non-responses, the above figures
may be smaller than when viewing the proportions for the total of men and women.
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Table 2. Reasons for Selecting Current Employment Type

(%)
Prioritizing
- Personally No-
Total Reluctant income and/or -
specialization convenient response
Male

. 2003 100.0 28.3 14.5 55.2 2.1
Young part-timers 2007 100.0 29.6 132 443 128
Older part-timers 2003 100.0 8.2 11.5 44.9 354
P 2007 100.0 4.0 23.2 56.3 16.4
2003 100.0 28.8 45.0 13.6 12.6
Contract employees 2007 100.0 28.8 38.9 20.7 116
Dispatched fixed-term 2003 100.0 45.3 26.5 19.3 8.9
employees 2007 100.0 42.4 254 29.4 2.8
. 2003 100.0 32.7 37.3 20.1 9.8
Regular dispatched workers 2007 100.0 304 258 247 191

Female
. 2003 100.0 27.4 11.8 49.8 11.0
Young part-timers 2007 100.0 8.7 53 82.9 32
Married women 2003 100.0 14.7 9.6 69.7 6.0
part-timers 2007 100.0 8.0 8.9 81.9 1.1
. 2003 100.0 16.2 6.2 74.2 3.4
Older part-timers 2007 100.0 135 6.0 75.4 5.2
2003 100.0 36.6 26.8 31.2 5.4
Contract employees 2007 100.0 20.1 285 376 48
Dispatched fixed-term 2003 100.0 37.0 19.1 40.5 34
employees 2007 100.0 34.9 19.9 44.2 0.9
Regular dispatched workers 2003 100.0 39.9 153 36.1 £
9 P 2007 100.0 32.9 20.0 41.0 6.1

Notes: 1. “Reluctant” indicates people who responded “Because there was no company where | could

work as a regular employee.” “Prioritizing income and/or specialization” includes the responses
“Because | wanted to work in a job with higher income” and “Because | wanted to use my spe-
cialist qualifications or skills.” “Personally convenient” reasons include “Due to short working
hours or fewer work days,” “Because the work is simple with little responsibility,” “Because the
commute time is short,” “Because I’m not physically able to work as a regular employee,” in
other words, any response that did not demonstrate reluctance or prioritize income or specialization.

. The survey allowed multiple answers, but the three types of reasons have been created to be ex-
clusive, so that the processed answers add up to 100%. Specifically, when any “reluctant” reason
was selected alongside other answers, the “reluctant” reason took priority. Furthermore, if a res-
pondent did not select any “reluctant” reasons, but selected multiple other answers, their reasons
relating to “prioritizing income and/or specializations” were given priority. If a respondent did
not select either a “reluctant” reason or one prioritizing “income and/or specializations, “their
responses were considered to indicate “personal convenience.”

dispatched permanent employees—around 40% of all these categories—stated that they
would like to become regular employees. In the case of part-time workers, while around the
same high proportion of young part-timers (36.5%) stated that they would like to change
over to being regular employees, only 12.8% of married women part-timers and 2.2% of
older part-timers responded this way, indicating a significant proportion of such workers
who are hoping to continue in their current work type (part-time). The detailed data are
omitted here, but when asked for their reasons for wishing to change over to regular em-
ployment status, the highest proportion of respondents stated that they wanted to increase
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Table 3. Employment Type Hoped for in the Future

(%)
Hope to continue Hope to Of which, hope to
in current change current become regular
employment type employment typet employees
2003 2003 2003 2007 2003 2007
Young part-timers 41.1 29.4 43.2 37.8 42.5 36.5
Male 27.0 7.6 63.6 50.3 63.6 50.2
Female 48.9 62.9 318 18.5 30.9 15.5
Married women part-timers 81.1 74.7 10.6 13.8 75 12.8
Older part-timers 86.1 66.4 2.1 4.7 1.6 2.2
Male 82.8 56.8 1.3 5.8 0.7 0.9
Female 88.8 76.5 2.8 35 24 35
Contract employees 55.8 40.8 321 41.8 29.5 39.0
Male 56.2 435 30.2 40.1 28.7 38.0
Female 55.5 38.4 33.7 43.3 30.2 39.8
Dispatched fixed-term employees ~ 53.5 37.1 32.1 44.6 28.7 40.6
Male 375 329 46.1 453 43.7 434
Female 55.7 39.1 30.2 44.3 26.6 39.4
Dispatched permanent employees  53.3 425 29.3 41.3 25.2 38.3
Male 47.3 40.6 33.9 41.6 31.2 39.2
Female 56.8 46.1 26.7 40.9 21.7 36.7

Note: Each employment type is shown in proportions totaling 100. In addition to “Wish to continue
current employment type” and “Would like to change to another employment type,” the choice of
responses included “Would like to start own independent business,” “Would like to give up work
altogether” and “Other,” but are omitted here.

their income and improve employment stability.

The proportion of people hoping to become regular employees rose in general be-
tween 2003 and 2007, reflecting the increase in opportunities for people to become regular
employees in line with the economic recovery.

Based on the above, it is fair to say that 40% of full-time non-regular workers and
20% of part-time non-regular workers in Japan are unwillingly employed in non-regular

types.
V. Changing over from Non-Regular Employment

It is clearly of interest to what extent employees in non-regular employment types are
able to switch over to regular employment. Unfortunately, there is no data within the
D-Survey that allows such conclusions to be drawn directly. For this reason, the author used
data from the Survey of Individuals and performed cohort analysis in order to approach this
problem as closely as possible.

It is not possible to give details of these results in this paper, but Figure 2 and Figure
3 show some primitive results (trends in proportion of regular employees by cohort). Firstly,
looking at two cohorts aged in their 30s in 2007 shows that more than 90% of cohort 1
(males who graduated university around the mid-1990s, on the right of Figure 2) became
regular employees on graduation, and this proportion continued to remain similarly high. At
the same time, only around 80% of cohort 2, who graduated around the late 1990s, were
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Figure 2. Trends in Proportion of Regular Employees among Young Male Cohort

% Male/high school graduate % Male/university graduate
100 100

95 | 98

90 | 96
94
85
92

80 %0 |

75 | gs |

70 - - 86
1994 1999 2003 2007 1994 1999 2003 2007
—— Middle-aged cohort 1 -=--€--- Middle-aged cohort 2 —— Middle-aged cohort 1 ~ ===6--- Middle-aged cohort 2

Note: Cohort 1 is the cohort aged between 50 and 54 in 2007; cohort 2 is the cohort aged between 45
and 49 in 2007.

Figure 3. Trends in Proportion of Regular Employees among Middle-Aged Male Cohort

able to become regular employees, although this proportion gradually rose, and by 2007 had
reached approximately the same level as that of cohort 1.° Compared to this, however, both
cohorts of high school graduate males (on the left of Figure 2) experienced declining pro-
portions of regular employees going into the 21st century.

Furthermore, cohorts of middle-aged university and high school graduates both

® 1t is necessary to bear in mind, however, that in terms of employment conditions, cohort 2 may
not have reached the same standard as cohort 1. For example, looking at the scale composition of the
companies where they are employed, in 2007 cohort 1 reached 45.4%, but cohort 2 remained at 32.2%
in the companies with 1,000 or more regular employees.
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showed declining trends in terms of the proportion of regular employees (Figure 3).

Cohort trends do not directly show the flow from regular to non-regular, or
non-regular to regular employment, they only demonstrate the result of subtracting one
from the other. Within this, the fact that a larger number of people moved from non-regular
to regular employment is unmistakably identified. The net results, shown in the cohort
trends, make it possible to state that in the period of economic recovery up until 2007, there
was an increasing trend towards relatively young university graduates making the transfer
from non-regular to regular employment, but that no significant trend towards similar
progress was made in the same period by younger high school graduates or middle-aged
employees.

At the same time, the data demonstrates an increase in the number of workplaces in-
troducing systems that allow non-regular workers (in particular contract employees) to reg-
ister as regular employees.” It is considered an important policy measure to promote
workplaces hiring non-regular workers who so desire as regular employees, as far as possi-
ble, through proactive support for such measures, including abilities training for non-regular
workers.

VI. Particular Japanese Attributes of the Disparity between Regular and
Non-Regular Employment

The final point to be made in this paper is an introduction of the results of analysis of
the difference in wages between regular and non-regular employment. This was achieved by
performing estimates of the disparity in wages, using all available data acquired from the
Survey of Individuals. Firstly, in regard to regular employees, the author estimated wage
function regressed by age (including terms to the power of 2), by sex, educational history
and occupation, substituted each of the attributes of non-regular workers for this function,
and calculated the wages of regular employees in work equivalent to workers in each type
of non-regular employment. This gave figures for the level of wages actually paid to each
type of non-regular worker, based on the equivalent regular employee’s wages, which are
represented as 100 (the disparity index). Figure 4 shows the average disparity indexes cal-
culated in this manner, by sex and employment type.

There is not room to discuss this in detail here, but results showed that for workers in
their 20s, there was no significant disparity between regular and non-regular employment,
and that for full-time male non-regular workers, it was rather the case that non-regular
workers were paid more highly than regular employees.® However, once workers reach

" For example, the proportion of contract employees working in a workplace that has a regular
employee registration system rose between 2003 and 2007 from 34.4% to 51.7% for males and from
47.5% to 55.2% for females.

8 It is important to remember, however, that the wages calculated here were monthly payments,
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Figure 4. Wage-Disparity Index of Non-Regular to Regular Employee
(average based on non-regular employee)

their 30s and beyond, a significant disparity becomes apparent. For workers in their 40s, for
example, the level is between 70-80% for males, and around two third for females.

From this data we can theorize the following about the disparity in wages between
regular and non-regular employment in Japan. (i) Wage levels for non-regular employment
appear to be set in reference to the level expected by regular employees hired on graduation,
with that for part-time workers being slightly lower, and that for contract employees or dis-
patched workers being slightly higher. (ii) There are definite limits to any rise in wages re-
ceived by non-regular workers, even after they have worked several years in the same post,
and therefore, as time goes on, the disparity between them and regular employees, who re-
ceive significant pay rises, becomes greater.® (iii) Where non-regular workers are employed
intermediately in middle age, the standard detailed in (i) above is applied to their wage le-
vels.

As a result, there are some ways in which the wages of regular and non-regular work-
ers may be considered balanced, in terms of (i) above. Outstanding issues, however, remain,
in terms of questions regarding the appropriateness of wages paid at subsequent levels in a
worker’s career, and whether or not a person employed as a non-regular worker has the op-
portunity to create an appropriate career.

and did not include bonuses, etc. Part-time workers, on the other hand, showed a significant disparity,
but this is thought to be largely due to differences in actual length of hours worked. The 2007 survey
did not record data relating to working hours.

® For regular employees in Japanese companies, many of whom develop their business skills
through employee training after entering a company, it is considered common sense that the longer a
regular employee works for a company, the more his or her duties will come to differ from a
non-regular employee. It is therefore expected to be difficult to evaluate equivalence along an axis of
commonality of duties.
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VII. Conclusions: The Nature of Non-Regular Employment Problems

This paper seeks, within a limited volume, to introduce the results of the author’s lat-
est research, based on a discussion of the issues surrounding non-regular employment. Re-
viewing these results reveals, at least to the best knowledge of the author, various issues that
appear to be shared by people in countries other than Japan.

If one of these issues relating to non-regular employment was to be selected as the
most pressing, it must surely be that of how to respond to economic fluctuations. The eco-
nomic fluctuations spoken of here are not relatively predictable, cyclical changes such as
those to daily working hours, days of the week or seasons during the year, but rather
changes to the economy as a whole, even accepting differences between different sectors.
The single biggest problem relating to non-regular employment lies in the fact that such
fluctuations are unavoidably coped with through labor adjustment by the use of non-regular
employment. As long as there is a possibility that companies are required to carry out em-
ployment adjustment, they may remain reluctant to take measures encouraging non-regular
employees’ career development.

It is important to consider labor policy responses based on skills development in the
name of proactive recruitment strategies. At the same time, it is perhaps more important to
consider ways in which economic fluctuations can be alleviated, through the information of
appropriate policy.
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Research Reports

The findings of research activities undertaken by JILPT are compiled into research reports.
Below is a list of the reports published from May to August of 2010. The complete text of these
reports (in Japanese) can be accessed from the JILPT website (http:/Amww.jil.go.jp/english/index.html).
We are currently working on uploading English versions of the abstracts from these reports onto
the JILPT website as well.

Research Reports

No. 124  Career Management at Temporary Agencies: The Potential for Registered
Temporary Workers’ Career Development, as Seen through Interview Surveys
(July 2010)

No.123  Content Analysis on the Treatment of Individual Labor-Related Disputes:
Termination, Bullying, Harassment, Lowered Working Conditions, and the
Three-Party Working Relationship (June 2010)

No.122  Women’s Ways of Working and Their Continued Employment During Maternity
and Child Rearing: Challenges in Supporting the Continuation Process and in
Building Workplaces That Increase Women’s Desire to Continue Working (June

2010)

No. 121  Analysis of Job Qualifications in Japan: An Internet Survey of Licensing
Credentials (May 2010)

No.120  Current Status of and Challenges in Employment Continuation among Working
Older Persons (July 2010)

Labor Policy Reports
No. 8 Survey on the Careers of Temporary Workers and the Ways They Work: The
Representative Cases of 16 Temporary Workers (July 2010)

Discussion Papers

DSP-10-05 Development of a Support Program for Career Development to Improve Young
People’s Understanding of Job Expectations: The Development and Review of
an Experimental Career Simulation Game (June 2010), Tamayu Fukamachi

DSP-10-04 The Main Regulatory Factors in the Employment Portfolio System: A Survey of
Call Centers (June 2010), Hodaka Maeura

Research Series
No. 75 Survey on Work among Older Persons and the Actual Conditions of Their

Employment (July 2010)
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Research on the Management and Quality Control of Activities and Businesses
Related to Adult Education (August 2010)

Fostering Skilled Workers and Capacity Development in the Changing Economy
and Business Environment: Present Conditions in the Machinery and Metal
Industries (August 2010)

Survey on the Future of Employment Portfolios and Personnel Strategies (June
2010)

Survey of Interregional Migration upon Entering the Workforce and on Starting a
Business (June 2010)

Research Material Series

No. 73

No. 72

No. 71
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Young Job Applicants’ Aptitude Assessments: Recorded Use of Career in Site (July
2010)

Study on Ensuring Sufficient Workers in Caregiving (Workplace Interviews) (July
2010)

The Status of Affirmative Action Efforts in the U.S. and Sweden (May 2010)
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