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Japan’s employee benefits are significantly changing under restrictions such as
economic globalization and increase in legal welfare expenses accompanying
the aging of the population. To begin with, there has been a strong tendency to
contract welfare service plans such as “housing,” “food service” and “recrea-
tional facility,” and there has been more budgets allocated to “childcare/family
care,” “health/medical program” and “self-development” instead. On the other
hand, the number of companies promoting outsourcing and introducing cafete-
ria plans has increased, and prioritized areas for budget allocation and the
revenue-sharing system are also changing. Even under these changes, man-
agement effects from benefit programs such as job continuity, diligence and
emotional commitment of employees are maintained. However, issues and
problems, e.g., mismatch of employees’ needs and those of employers, failure
to adapt to changes in a labor market and failure to respond to new social de-
mands such as work-life balance, have become obvious. Therefore, it is re-
quired to develop from a traditional corporate-driven employee benefits into a
new program in which both management and labor take part in.

I. Introduction

The purpose of this paper is to widely confirm the current situation of Japan’s em-
ployee benefits and its issues and problems using credible data. Taking this situation into
consideration, | will examine the future direction of Japan’s employee benefits.

It is a common global phenomenon that employee benefits officially become a part of
the business activities in the wake of the Industrial Revolution. This is because the devel-
opment of a large-scale factory industry brought about a separation of family life and work
in time and space. Employers had to provide employees with various services such as
clothes, food and houses which had been originally provided by family life. They were re-
quired to provide boardinghouses, food services, purchasing, bathhouses, uniforms, facili-
ties for leisure and sports, etc. on a timely basis in order to obtain required workers and
make business run smoothly maintaining the competitive productivity. There must have
been a managerial necessity while implying beneficial, humanistic and familistic manage-
ment.

After the growth period, the employee benefits would be optimized and developed in
stages by pluralistic response to changes in environmental components such as stage of
economic development, social security system, worker protection of the administration,
workers’ standard of living and competitive environment of companies which take respon-
sibility for the employee benefits.

Japan’s current employee benefits reached its present form during the period of high
economic growth. James C. Abegglen says in his book “The Japanese Factory” that he was
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surprised that additional welfare expenditures were more than 20% of cash wage in a Japa-
nese spinning factory. “Company’s facilities, guidance and aid deeply sink into almost all
his (employee’s) life.” He introduced the comprehensive “generous” system supporting em-
ployee’s life after retirement and his family as one of factors which made a success of Ja-
pan’s industrialization in Asia.

Since the collapse of the asset-inflated bubble economy, however, Japan suffered
greatly from the effects of the long recession with the progress of globalization. It would
appear that it is time to seek a revolutionary change from the traditional way based on live-
lihood support for food, clothing and housing to a new stage. | would like to discuss a new
direction in depth finding out a sign of such change.

Il. Current Situation

1. Trend of Welfare Expenditure

We need to see the following three surveys in order to obtain data on Japanese com-
panies’ welfare expenditures; (i) General Survey on Working Conditions conducted by the
Ministry of Health, Labour and Welfare: this is a nationwide survey of private companies
with 30 or more regular employees, a large-scale survey with 4,416 respondents (collection
rate: 82.7%) in the recent report in FY2006 and an excellent representative survey of all
Japanese companies. It surveys for general labor costs and we can see the relative position
of the welfare expenditures among them. (ii) Survey on Corporate Welfare Expenditures
which has been conducted by the Nippon Keidanren (Japan Business Foundation) since
1959: this is a survey of major companies centered on the member companies. The 52™
survey with 668 respondents was used this time. There are relatively few reviews of the
survey items and the time-series data are kept. The excellent point is to be able to see de-
tailed costs of non-legal welfare expense. (iii) Corporation Statistics conducted by the Min-
istry of Finance: this survey is used for calculating Gross Domestic Product (GDP), etc. and
we can comprehensively obtain financial information of all domestic profit corporations
with it. Since welfare expenditures widely include legal welfare expense, non-legal welfare
expense, severance cost and commutation cost, etc., the internal situation of the welfare
expenditures cannot be analyzed. However, they can be compared with sales amount, oper-
ating profit, ordinary profit, added value, etc. There were 29,667 respondents (collection
rate: 77.5%) in the survey in FY2008. | would like to see the actual burden of employee
benefits on companies with these three surveys.

Table 1 shows breakdowns of labor cost and non-legal welfare expense by company
size from General Survey on Working Conditions in FY2006. The total labor cost and cash
wage are averages of 462,329 yen and 374,591 yen per month per employee respectively
while non-legal welfare expense is 9,555 yen, 2.07% of the total labor cost and 2.55%
compared to the cash wage. On the other hand, the legal welfare expense which shows total
contribution of employers on social/labor insurance such as employees’ pension insurance
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and health insurance is 46,458 yen, nearly five times the non-legal welfare expense. The
expense related to retirement benefit is 27,517 yen, nearly three times as well. Looking at
changes from the previous survey in FY2002, non-legal welfare expense drastically de-
creased, -7.3% compared to the previous one, while legal welfare expense and expense re-
lated to retirement benefit increased by 10.8% and 6.4% respectively. Total labor cost and
cash wage also increased by 2.9% and 1.9% respectively. It seems the non-legal welfare
expense is left behind due to the influence of expanding legal welfare expense and expense
related to retirement benefit.

As for breakdowns of non-legal welfare expense, “expense related to housing” is
4,766 yen, 49.9% of total, followed by “contribution to private insurance system” (999 yen,
10.5%) and “expense related to food” (9.1%). Although the construction still places too
much emphasis on housing-related expenses, “expense related to housing” substantially
decreased, -6.6% compared with the previous survey. This biased construction is obvious in
major companies. The expense related to housing is 58.5% in companies with 1,000 or more
employees while that is only 23.6% in those with 30 to 99 employees. “Expense related to
healthcare service” also significantly decreased, -8.3%, lowering the total cost. By company
size, the expense related to non-legal welfare expense of companies with 1,000 or more
employees is 2.4 times that of those with 30 to 99 employees, showing a considerable dis-
parity even compared to cash wage (1.4 times as well).

Next, according to Survey on Corporate Welfare Expenditures 2007 (average number
of employees: 4,088) (Table 2), non-legal welfare expense is 27,998 yen (monthly average
per employee), legal welfare expense is 75,936 yen and expense related to retirement bene-
fitis 71,551 yen. Total cash wage (including bonuses) is 586,008 yen, and non-legal welfare
expense, legal welfare expense and expense related to retirement benefit are 4.8%, 13.0%
and 12.2% compared to the wage respectively. The real amount of non-legal welfare ex-
pense is nearly three times that in above General Survey on Working Conditions and nearly
two times compared to the cash wage. It indicates that major companies lavish money on
the benefit programs and these additional benefits greatly differ depending on company size.
Total of these three expenses is 29.9% of the cash wage. The breakdown of non-legal wel-
fare expense is: “housing” is 13,473 yen, the highest (48.1%), followed by “various liveli-
hood support” 6,294 yen (22.5%), and “healthcare/insurance,” 2,942 yen (10.5%).

It also shows that “housing” decreased by 0.2% compared to the previous year. In-
stead, “others” greatly increased, +13.2%. Among other expensive items, “cul-
ture/sports/recreation” also decreased by 0.8%.

This trend is also confirmed by detailed individual services. Figure 1 shows changes
in expenditures to each system and the rate of variability.

Regarding the changes in expenditures, “housing” is -1,450 yen, the greatest amount
of reduction, followed by “food service (management of company cafeteria, food ticket,
etc.)” (-563 yen) and “management of culture/sports/recreation facilities” (-504 yen). They
are all facility services so-called “hakomono (Facilities type)” in Japan. Concerning the
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Table 2. Welfare-Related Expenditures

Composition Ratio against

Ar\r;ount ratio YZW cash wage
(Yen) (%) (%) (%)
Total cash wage 586,008 - A 03 100.0
(137)
Expense related to welfare (atb+c) 175,485 - A 33 29.9
(158)
Legal welfare expense (a) 75,936 100.0 A 0.7 13.0
(144)
Health insurance/care insurance 26,090 344 0.2 45
Welfare pension insurance 41,227 54.3 14 7.0
Unemployment insurance/Industrial injury insurance 7,902 10.4 A 142 13
Contributions to childcare allowance 710 0.9 40.3 0.1
Others 7 0.0 A 794 0.0
Non-legal welfare expense (b) 27,998 100.0 Al2 48
(205)
Housing 13,473 48.1 A 02 2.3
Medical care/health 2,942 10.5 A 107 0.5
Various livelihood support 6,294 225 A 01 1.1
Culture/sports/recreation 2,223 7.9 A 08 0.4
Congratulatory/condolence, mutual aid, insurance 809 29 A 124 0.1
Welfare foundation 287 1.0 A20 0.0
Representative service fee 355 13 AG61 0.1
Others 1,616 5.8 13.2 0.3
Severance cost (c) 71,551 100.0 A 6.6 12.2
(160)
Retirement pension 40,875 57.1 AT7 7.0
Retirement lump sum grants 30,676 42.9 A51 5.2

Note: Created based on Nippon Keidanren (Japan Business Foundation), The 52nd Survey on Corpo-
rate Welfare Expenditures 2007 (668 respondents, collection rate: 39.9%). 343 respondents are
manufacturers (51.3%) and 410 respondents are companies with 1,000 or more employees
(61.4%).

expense related to housing, actual amount of “aid for own home” is -208 yen (the fourth
greatest amount), taking a big step backward.

In contrast, “management of healthcare facilities (expenditures of medical offices,
labor cost of doctors, etc.) shows the greatest increased amount, +663 yen, followed by
“others” (+338 yen), “family support (life planning seminar, orphan’s pension, etc.)” (+275
yen) and “healthcare support (aid for medical examination/hospital expense, non-legal
checkup expense, etc.)” (+189 yen). Among items of increased amount, “expense related to
childcare” (+270.4%) and “family support” (+257.9%) show significant rates of increase,
nearly three times. It is believed that the government focused on these measures with the
enforcement of the Act on Advancement of Measures to Support Raising Next-Generation
Children.

From the fact that the entire non-legal welfare expense decreased by 3.2%, -934 yen,
we can see that high-cost facility services such as “housing,” “food service” and “recreation
facility” among the internal service portfolio have been reviewed contracting or in order to
contract the non-legal welfare expense overall.

Looking at the trend of long-term expenses related to the benefit programs using the
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Figure 2. Changes in Welfare-Related Expenditures

result of the survey conducted by the Nippon Keidanren, Figure 2 shows ratios of non-legal
welfare expense, legal welfare expense and expense related to retirement benefit compared
to cash wage from FY1986 to FY2007. Over the long term, the burden of expense related to
retirement benefit on companies has rapidly increased since the 1990s due to changes in the
accounting system and the effect of low-interest rate as well as contribution of employers
(legal welfare expense) which has continuously increased with the increase in rates of wel-
fare pension insurance and health insurance caused by the country’s low birthrate and the
aging of the population. Both increased enforceable burdens have been factors putting
pressure on the non-legal welfare expense which is a discretionary expenditure. This restric-
tive environment looks set to continue until the low birthrate and the aging of the population
reach a peak. When recalculating with a prediction method of Nagai and Nagano (2003), the
burden looks set to continue increasing until the legal welfare expense exceeds 19% of the
cash wage in 2025 (currently 12.96%) and the effect would be still stronger. As a result, the
non-legal welfare expense would fall below 4% according to the estimation.

Next is a broad range of welfare expenditures’ trend from the Corporation Statistics.
As mentioned above, we need to pay attention on the point that the welfare expenditures in
this survey include commutation cost, payment for retirement allowance, estimated in-kind

10
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wage, etc. as well as legal and non-legal welfare expenses and is the most comprehensive
survey compared to foregoing two surveys. Looking at the recent trend with acceptance on
this point, the welfare expenditures are still on a decreasing trend (see Table 3). As for not
only the actual amount but also the percentage of total labor cost, it once exceeded the level
of 12% but decreased to 10.84% in 2007. The percentage of added values also fell below
8%. As shown in Figure 3, Japanese profit corporations have rapidly brought about a recov-
ery in sales since 2003 with increases in added values, labor cost, ordinary profit, etc.
However, only the welfare expenditures are still on a decreasing trend. Given that these
welfare expenditures include the legal welfare expense which should have increased, it is
estimated that the allocation to the non-legal welfare expense has decreased more than this
chart. The trend is in contrast with the movement of ordinary profit, i.e., it indicates that
corporate governance has drastically shifted its emphasis from the employees to the market.
Companies have raised awareness of consideration to the market such as an increase in the
rate of dividend and they have gone to great lengths to enhance profitability, which eventu-
ally led them to cut down welfare expenditures, especially non-legal welfare expense.

Now we confirmed the trend of employee benefits from the viewpoint of employers’
burden of expense on the basis of three surveys.

To conclude, Japanese companies’ budget allocation to the benefit programs still
shows a contractive tendency as of the end of FY2007. Furthermore, it would appear that it
is not a simple contractive process as a total cost deduction but a contrast with changes in an
internal institutional structure. Firstly, labor costs or allocation rates within added values
decreased even though resources for the allocation to the benefit programs have obviously
increased with increases in added values and total labor costs during the period of economic
recovery and sales recovery before the financial crisis triggered by Lehman Shock. This was
probably caused by the preventive response to continued increase in legal welfare expenses
and the cost burden accompanied by the retirement of the baby-boom generation.

Second, the decreasing trend of expenses related to “housing” which accounted for
over half of the non-legal welfare expense for a long time is confirmed and allocations to
“medical care/health,” “support for childcare,” “family support,” etc. are markedly increas-
ing instead. This may be due to a large cost reduction effect by reviewing expensive housing
measures. As a result, total amount of non-legal welfare expense decreases even budget
allocations to other areas increase using money squeezed from that cost reduction. Con-
cerning program patterns, the benefit programs are changing from facility (“hako”) services
such as company housing/bachelor apartment, food service facility and recreation facility to
direct services to employees (“hito”) such as checkup, support for childcare,
self-development and life planning seminar.

2. Development of Employee Benefits and Employees’ Use of Benefit Programs
Next is individual introduction of employee benefits and actual situation of
employees’ use of benefit programs. We have no choice but to depend on private surveys on

11
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Figure 3. Changes in Allocation to Welfare Expenditures (Changes with a score of 100
representing 3-year moving average deviations from 1995 to 1997)

this point. One is a door-to-door survey conducted by the Japan Institute of Life Insurance
at triennial intervals since 1980 using stratified sampling by job category/number of
employees with population values from the census of establishment conducted by the
Ministry of Internal Affairs and Communications. Data to be used this time are from the
eighth survey conducted in 2002. Valid samples are 2,014 companies, 1,802 regular
employees and 300 non-regular employees. This shall be called “Survey 2002.” Another
one is a quantitative survey conducted by a joint research group of Meiji Yasuda Institute of
Life and Wellness, Inc. and Research Institute of Employee Benefit in December 2007. The
survey was conducted with Internet system basically according to above survey conducted
by the Japan Institute of Life Insurance. Valid samples are 1,504 companies, 2,052 regular
employees and 920 non-regular employees. This shall be called “Survey 2007.” Actual
situations of the employee benefits and employees are analyzed in this paper centered on
these two surveys.

Table 4 shows the rate of introduction by service calculated from the company survey
and the rate of using individual services calculated by the employee survey in Survey 2002.
The rate of using services is calculated by sex and age group and non-regular employees’
average rate of using services is also calculated. There are employee benefits generally in-
troduced by many companies and also there are a lot of different systems introduced by only
some companies. The employee benefits are different depending on each company. That is,
each company is required to make continued effort how to regard its own programs as a

13
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Table 4. Introduction Rate and Usage of Individual Services

Rate of experiencing welfare system
Regular employees

Introduction

rate 29 years 50 years Non-
sy Total Male Female  oldor 2058 40018 oldor , HOE,
younger older
N 2014 1,802 1,171 630 414 569 426 383 300
Company-owned housing/ 237 73 102 21 48 8.3 92 65 1.0
bachelor apartment
Leased housing/bachelor 260 60 88 10 58 6.9 68 42 0.0
apartment
Housing allowance/rent subsidy 54.9 27.2 314 195 19.6 33.0 28.6 25.8 3.3
In-house financing system for 131 36 53 03 0.2 23 6.3 6.0 07

supporting owned house
Checkup (extra checkup of
legal one)

Complete medical checkup

71.8 52.1 512 537 54.6 57.3 48.6 454 33.3

h 29.4 114 127 8.9 2.9 6.5 17.6 20.6 2.7
subsidy from company
Health check for lifestyle- 435 199 210 178 56 165 315 274 8.7
related disease
Mental healthcare 52 1.1 15 0.3 0.2 1.4 16 1.0 1.0
Long-term income security 2.0 08 09 0.6 0.5 0.9 0.2 1.6 0.0
Dispatch of family-care helper
(including cost subsidy) 1.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nursing care/family care leave 316 06 07 03 02 0.9 02 08 0.3
system
Childcare/babysitter subsidy 1.6 02 02 0.3 0.2 0.5 0.0 0.0 0.7
!Day-care/chlldcare center (includ- 05 00 00 00 0.0 0.0 0.0 00 03
ing leased ones)
Childcare leave/short-time work-
ing system (extra system of legal 27.3 09 03 2.1 0.5 1.9 0.9 0.0 0.7
one)
Congratulatory/condolence/ 922 291 317 243 147 271 354 402 12.3
disaster payments
Retirement allowance upon
sudden death/condolence 88.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
money system
Survivor’s/orphan’s pension 14.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
S";;r;;ty accumulation subsidy 541 278 276 283 229 278 300 305 23
Employee stock ownership system 19.3 124 143 8.9 7.5 121 16.7 13.3 0.3
Stock option 1.2 07 0.7 0.6 0.5 0.2 1.6 0.5 0.0
Support for recreation activities 32.0 186 19.7 165 17.4 18.6 18.5 19.8 8.3
Company-owned leisure facilities 18.1 149 163 122 11.4 14.8 17.6 15.9 43
Contractual leisure facilities 30.1 194 189 203 13.0 20.7 23.9 19.1 3.7
Life planning 5.5 09 11 0.6 0.0 0.5 0.9 2.6 0.0
Money planning lecture 1.9 04 06 0.2 0.2 0.0 0.5 13 0.0
Educapon system for preparation 6.1 04 06 02 0.2 0.2 0.0 16 03
for retirement
Studying-abroad program for 19 02 03 00 00 02 00 05 0.7
universities/companies
Support for obtaining official
certification/correspondence 255 123 151 7.1 10.1 16.0 12.0 9.9 17
education
Long-term leave for refreshing 8.4 50 56 3.8 1.9 6.3 5.9 55 0.3
Food service facilities such as 150 155 172 125 159 167 148 136 11.3
company cafeteria
Long-term leave system once or 283 193 187 203 227 160 183 214 8.7
more a year
Cafeteria plan 1.2 23 24 2.2 31 3.0 1.4 1.6 13
Unknown 15 202 196 213 24.4 18.3 18.8 19.6 50.3

Note: Created based on Japan Institute of Life Insurance, Survey on Companies’ Benefit Programs
2003 (surveyed in 2002).
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portfolio and optimize according to a purpose. Employees’ using behavior also differs de-
pending on sex and age for each program. One of factors is length of service. Employees
working longer are more likely to use the programs. That is why women’s and young peo-
ple’s rates of using them are low. Of course, many of programs are optional and needless
programs are rarely used. The reason why non-regular employees’ rate of using is extremely
low is because they are highly likely exempt from the employee benefits in general.

In order to understand Japan’s current situation of using benefit programs, we need to
know outsourcing which changes intermittently and the expansion of cafeteria plan based
on the outsourcing.

Regarding cafeteria plan, it did not necessarily become popular after being introduced
into Japan for the first time in 1994, as Ishida (1995) pointed out the difficulty of cafeteria
plan’s penetration in Japan in which medical and tax systems are different from the United
States. However, it has rapidly expanded in the process of penetrating integrated outsourc-
ing services since about 2000. The cost reduction by the integrated outsourcing services is
promoted simultaneously with the cafeteria plan.

Actual situations of introducing cafeteria plan are shown in Table 5. The introduction
rate is 11.1% as of 2007 according to the survey conducted by the Nippon Keidanren." The
number of companies introducing it seems to further increase centered on the major com-
pany group and it is possible to expand to medium/small companies.

Although currently only about 10% of the non-legal welfare expense is given to the
plan as a budget, there is a trend to give density to it in the elementary sense. Looking at
employees’ selection within the plan, “various livelihood support” accounts for over 60%,
followed by “culture/sports/recreation” (about 25%). In contrast to above Survey on Corpo-
rate Welfare Expenditures, the budget is rarely used for “housing.” This is because measures
which require expensive procurement costs such as company housing/bachelor apartment
are exempt due to difficulty of introducing the plan (preventing other services from being
used, or otherwise). If the introduction of cafeteria plan progresses the budget allocation
increases as a result, “de-housing” would progress. In fact, there are many cases that the
budget allocation to measures is drastically reviewed including termination of ser-
vices/measures when introducing the cafeteria plan. It often happens to substantially review
the budget for housing in order to squeeze resources for introducing the cafeteria plan.

The option of individual benefit programs will be shifted from companies to employ-
ees by the spread of the cafeteria plan. Employees will be freely able to use the program
without any program forced by the company within certain budget restrictions. It would
make employees happy, but not always good for human resource management. One is that
employees’ “free choice” is not the best choice. Although benefit programs include many
things such as various measures to support employees’ long-term life planning and support
systems for employee development, the reality is that younger employees cannot be

! «Cafeteria plan” has been added from the survey 2002.
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expected to have a long-term plan and the person in charge often see it as a problem.

3. \Verification of Managerial Effect

Japanese companies’ expenditures to benefit programs have decreased and the tradi-
tional programs centered on “hakomono (facility services)” have been drastically changing.
What functions do Japanese employee benefits fulfill as a human resource management
system? | would also verify this managerial effect on the basis of relatively new recent data.

During the period of rapid economic growth, the employee benefits played a role in
Japanese style management model as “generous welfarism” and were positioned as equip-
ment to support a strong loyalty and motivation called “company man” along with lifetime
employment and seniority wage system. Does it still have such effect? Or did it lose?

The managerial effect of the program on human resources has been pointed out from
the perspective of work motivation. Ota (1994) says, “A secure life is guaranteed by gener-
ous benefit programs. They satisfy a low-order desire and a hygiene factor and provide in-
centives in a passive manner.” “The more the number of individuals who are satisfied in the
company, the stronger the integration of the company and individuals becomes,” Tsuchiya
(1979) insists, “various shapes of fringe benefits such as a wide range of welfare measures
and use of expense accounts which are generally seen in Japanese companies, especially
major companies, increased the number of desires to be satisfied in the company.”

It would appear that the benefit programs contributed to the integration of companies
and employees, i.e., the making of organizational commitment, by directly supporting the
process of employee satisfaction/solving problems taking advantage of characteristics such
as benefit in kind. | agree with what the following authors point out on this point: Yashiro
(1998) states, “As a result of Japanese style management system, a very strong organiza-
tional commitment was made among employees and has supported Japan’s economic
growth” and Tao (1997) points out, “Japan’s economic growth was achieved by procuring a
huge amount of organizational commitment for regular employees” based on his study on
“company man” which has a strong organizational commitment. Ko (2001) also suggests,
“A wide range of generous benefit programs are also one of Japanese companies’ character-
istics. As symbolized by company housing and various allowances for housing loan, etc.,
companies are deeply involved with all individual living territories” in the context of build-
ing process of “company man” with a strong organizational commitment.

In this paper, | will verify what kind of relationship exists between employees’ use of
benefit programs, the evaluation, the organizational commitment and particularly low di-
mensions which have been clarified in the past. | will also verify whether or not such rela-
tionship eventually leads to the formation of employee attitudes such as willingness to con-
tinue working and willingness to contribute which are tied to managerial effects through the
organizational commitment.

There are many preceding studies on the low dimensions of organizational commit-
ment. Representative examples are affective, continuance and normative elements presented
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by Allen and Mayer (1990). In this paper, | verified a cause-and-effect relationship between
commitment variables measured by using a scale developed by Matsumoto (1999) based on
three dimensions, employees’ experience of using benefit programs and usage environment
(number of programs recognized as available). Samples are 1,228 male and female regular
employees aged 25 to 59 years old living in the Tokyo metropolitan district.

The organizational commitment is formed by these samples’ experience of using
benefit programs in their companies and the recognition of the number of available pro-
grams. | will comprehensively verify a series of cause-and-effect relationship between fixa-
tion, diligence and willingness to contribute which are formed by that commitment. Co-
variance structure analysis models were used for the analysis. Final verification results are
shown in Figure 4.

Firstly, 1 extracted 24 evaluation items (multiple answers) in which employees recog-
nize with their experience of using and the provision of usage environment (recognition of
the number of available programs) as four evaluating factors, “peer factor,” “refresh/WLB
factor,” “company/work factor” and “life planning factor,” by a factor analysis and param-
eterized. It was found that these evaluating factors have a statistically significant
cause-and-effect relationship with all low dimensions of the organizational commitment,
affective, continuance and normative elements, i.e., they have an effect on the formation.

In particular, a significant cause-and-effect relationship with affective element was
found from all four evaluating factors, i.e., there is the most obvious relationship. Employ-
ees in an excellent program environment or using programs many times promote the forma-
tion of a high affective commitment. Second, the result shows an effect on the continuance
element from three evaluating factors. There is also a certain effect on the formation of this
calculating commitment. As for the normative element, only a path from company/work
factor shows a significant effect, and only the provision of usage environment (recognition)
has an effect on this evaluating factor. Therefore, the relationship with the employee bene-
fits may be poor.

This organizational commitment formed by the use/recognition of benefit programs
has a further effect on employee attitude. Concerning affective commitment, a reliable
cause-and-effect relationship with all, willingness to contribute, diligence and fixation, is
confirmed. That is, when an affective commitment to the company is formed by the experi-
ence of using benefit programs or the provision of the programs, it has a positive impact on
all employee attitudes, contribution, diligence and fixation. On the other hand, continuance
commitment is in contrast affective one. A negative cause-and-effect relationship with will-
ingness to contribute and diligence was extracted while a positive cause-and-effect rela-
tionship with fixation was confirmed. It means that although calculative continuance com-
mitment is increased by the employee benefits, it does not motivate the willingness to con-
tribute to the company or the diligence but rather promotes the formation of negative atti-
tude as well as increasing only fixation by bringing awareness of costs for withdrawal from
the company. Regarding normative commitment, an effect on either the willingness to

18



Current Situation and Future Direction of Employee Benefits

uswIWWo) JeuoneziueflQ pue sweibold 11jauag Jo uswbpajmounday ‘aousiiadx3 uonezijnn v ainbi4

e 0TE0 €8€°0 vere Jopow Juspuadapu]
000'T 0000 |3pow pereinyes
2859°0 1/8°0 [44s)0) 9620 lopow S1y 1.
149d 14OV 149 dJNY ISPON
EVE'TE 0000 000°€ST ovy'S6Ly 000°8T |apow Juspuadapul
0000 0000 000°TLT |apow pajeinjes
6851 0000 000'80T ¢L5'S67  000°€9 |spow siy |
Anigeqoly  OP4O ono
4d/NIND 111qeqoid -sa16aq NIND dVdN ISPOIN

[3pOW JO S0UBWI0JU0D)

swelboud
3JeJ|aM JO asn
s.99/A0jdwa
10 JaquinN

sweiboud aleyjam
a|qe|rene
10 JaquinN

0€a |

J101oey Butuueld a1y

o)

]

1008} Ylom/Auedwod

@)

A

10108} gIM/USaLy8l

T
(1]

10108} Jaad

o]

10158} 19

109)J9-pue-asnes aAneBau smoys aul

‘diysuone|al
| pexog ‘umoys

aJe 94G UeY) SS3] 92uRIIUBIS [RaNSIIEIS Yum sdiysuone|al
109)J9-pue-asned AJuQ '(8002) OgnNAIYSIN wouy 1d1a9x3 : 810N

% % ?4
ﬂ ﬂf |L

[(€) annewou | [(z) sanewsou | [(1) snnewiou |
il il il

WBLWIILIWOD dAIRWLION

@w mw __\|w
ﬂ ﬂf |L

(€) souenunuo| [z) souenunuogl (T) sduenunuod)
i i i
JUBWIILIWOD 8dUBNUNUOD

— -] uonexy

579

aouabIfIp

4
4
, v18

3INQ1JIU0J 0}
ssaubuljim

JUBLIILULIOD BAINIBLY

! J J

[ (7) annoage | [ (2) sanoaye | [ (g) snnoaye |

ST I

€19

SPMIMIE 93A0[AWS

19



Japan Labor Review, vol. 7, no. 1, Winter 2010

contribute or the diligence could not be confirmed. | could only confirm a negative
cause-and-effect relationship with the fixation plan.

From the above result, it was confirmed that Japanese employees increase the com-
mitment to their organizations (companies) with their experience of using benefit programs
and the recognition of the programs and especially contribute to the formation of emotional
attachment to their companies such as affective commitment. To conclude, with the ob-
tained organizational commitment, employee attitudes such as high fixation, diligence and
willingness to contribute are brought to contribute to the formation of human resources
which contribute to companies’ medium- to long-term competitive advantage. As a whole,
the system shows significant changes such as budget squeeze and changes in service con-
tents, but | could confirm that an effect on employees, particularly a psychological effect as
symbolized by affective commitment is still obtained.

1. Issues

1. Divergence of Needs between Labor and Management

Next, issues and problems in which Japan’s employee benefits are currently facing
should be clarified.

Figure 5 shows answers to questions for companies: “Which area of benefit programs
will you focus on?” and for employees: “Which area of benefit programs will you want
your company to focus on?”

According to the answers, many companies pay attention to “health (medical care),”
“support for childcare/family care” and “self-development” as priority areas. Many em-
ployees also answered the question as “health (medical care),” i.e., both focus on this area.

However, more than 30% of employees answered the question that they want their
company to focus on “housing” in both surveys but the rates of companies who answered
that are 9.1% and 16.5% in two surveys respectively. There is a huge gap between labor and
management. Such labor-management needs gap phenomenon is seen in not only the case
of “housing” but also “life security,” “property accumulation” and “leisure/gathering.”

The mechanism of generating these gaps is clear. Employee needs never change.
Needs from life are stable and do not suddenly change. There has been more interest in “life
security (medical care, pension and family care)” amid growing fear of social security fac-
ing an aging society and “housing” in which households have a heightened sense of burden.
Therefore, these gaps are not generated by employees but changes in companies. In short,
companies’ policy toward the employee benefits has changed, as confirmed in above trend
of welfare expenditures.

The points would include whether or not such gaps can be filled. If companies avoid
the adaptation to employee needs, even if it is only a part of them, who would assume the
role of this? Employees will be required to make self-help efforts in the area of life security,
especially old-age/medical security, as well as housing amid concerns about backward of
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Figure 5. Divergence of Priority Areas between Companies and Employees
the social security system.

2. Response to Changes in Labor Market—Non-Regular Employees and Women

Another issue is that current employee benefits cannot respond to rapid changes in the
labor market.

Firstly, regarding response to increased number of non-regular employees who ac-
count for more than 30% of total workers, as is well known, part-time workers have already
become core workforce in domestic service and distribution industries. Nevertheless, bene-
fit programs still reflect regular-employees’ needs and are premised on their use. Many of
companies do not even confirm the contents of needs well and do not allow non-regular
employees to use the programs (see Table 6). However, the revised Part-Time Work Act
which went effect in April 2008 prohibits discriminatory treatment against “pert-time
worker equivalent to ordinary workers” on wage determination, implementation of educa-
tion/training, use of welfare facilities and others are prohibited (Article 8) and obligates
employers to give part-time workers the opportunity to use welfare facilities (three facili-
ties: food service facility, lounge and dressing room) which contribute to preservation of
health and/or smooth job performance (Article 11). In order to respond to such trend, if
companies expect the fixation of excellent personnel and want to obtain a stronger com-
mitment, it would be time to open their mind to further expand the application of the
programs as pointed out by Matsuura (2002).
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Table 6. Gaps of Using Benefit Programs between Regular and Non-Regular
Employees

Regular  Non-regular

employees employees Gap
Currently available systems
1. Property accumulation subsidy service 51.8 10.3 415
2. Congratulatory/condolence/disaster payments 73.4 320 414
3. Retirement allowance upon sudden death/condolence money system 46.9 100 369
4. Housing allowance/rent subsidy 43.4 6.7 36.7
5. Checkup (extra checkup of legal one) 69.6 457 239
6. Employee stock ownership system 249 1.7 232
7. Contractual leisure facilities 36.3 140 223
8. Support for obtaining official certification/correspondence education 24.8 40 208
9. Health check for lifestyle-related disease 355 16.7 1838
10. Complete medical checkup subsidy from company 30.1 123 178
Rate of experiencing each system
1. Property accumulation subsidy service 27.8 23 255
2. Housing allowance/rent subsidy 27.2 33 239
3. Checkup (extra checkup of legal one) 52.1 33.3 188
4. Congratulatory/condolence/disaster payments 29.1 123 168
5. Contractual leisure facilities 19.4 3.7 157
6. Employee stock ownership system 12.4 03 121
7. Health check for lifestyle-related disease 19.9 87 112
8. Company-owned leisure facilities 14.9 43 106
9. Support for obtaining official certification/correspondence education 12.3 1.7 10.6
10. Long-term leave system once or more a year 19.3 8.7 10.6

Note: Created based on Japan Institute of Life Insurance, Survey on Companies’ Benefit Programs
2003 (surveyed in 2002).

Secondly, it is one of issues in Japan to increase women’s labor force participation
rate and employment rate in the age of declining population and labor force. Particularly
women’s long fixation is expected as core employees. However, female employee needs are
hardly reflected in the programs and budget allocations up to now and many of women say;,
“there is no program | really want to use.” Surveys of women are also clarifying that the
programs do not meet the requirements of women. As shown in Table 4, the gender gap of
the rate of utilization experience is large in “housing” and “self-development.” As for
“housing,” it happens due to the fact that there are many cases of using criteria for head of
household and moving/transfer experience as criteria for entering company housing. Com-
panies should widely reflect their needs in support for childbirth/childcare, etc. and make
the programs easy to use.

IV. Future Directions

1. Suggestions from the Reality

I reviewed the current situation of Japan’s employee benefits from various perspec-
tives. From these facts, some directions of fundamental changes were confirmed.

Welfare expenditures had consistently increased supported by favorable corporate
performance and their lock-step mentality from the high economic growth period to the
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bubble period in the early 1990s. According to above Survey on Corporate Welfare Expen-
ditures, welfare expenditures recorded a double-digit increase for eight consecutive years
from 1969 to 1976 and showed a year-on-year increase of 10% in 1990, at the late stage of
the bubble period. In fact, however, the contractive trend has still continued since the late
1990s.

There are some constrained conditions. One is unexpectedly prolonged recession and
another one is full-scale global competition. Under such management environment, it was
required to cut down total labor costs. As a matter of fact, flexible and effective use of labor
costs was also strongly required. That is, the former is to enhance the interlock between
labor costs and a short-term demand fluctuation/performance fluctuation (flexible labor
costs) and the latter is to expect contributive returns from the investment in human re-
sources. The recent employee benefits have not been appreciated for either flexibility or
effectiveness of using labor costs.

Facing an aging populace with low birthrates, the burden of legal welfare expense on
the social security system exceeds 10% of cash wage and is reaching 20%. In effect, the
non-legal welfare expense has been regarded as a balancing item for it. Even after 2003
when Japan finally recovered from the recession, the non-legal welfare expense have not
shown any sign of favorable turn while positive earnings are being reported one after an-
other. There must be a dire prediction about future burden of the legal welfare expense be-
hind such companies’ cautious attitude. Under the severe budget constraint, non-urgent pro-
grams deposited in the company have been reviewed and “hakomono (facility type ser-
vices)” which are expensive showing a uncertain cause-and-effect relationship with mana-
gerial effects and one of fixed costs, especially “housing” which is Japan’s foremost char-
acteristic, the center of the programs and a sacred cow has been deeply cut. Instead, the
trend to reflect new needs such as “support for childcare/family care,” “health/medical care”
and “self-development” has become apparent supported by social demands.

2. Future Direction of Evolution

Japans traditional employee benefits which contributed to the high economic growth
realized a long fixation and built company loyalty of entire employees by providing a gen-
erous support for a wide range of their life such as food, clothing and housing during regu-
lar employees’ lifetime. This former system is less appreciated now. The causes include
expensive initial cost, low asset efficiency, uncertain managerial effect, i.e.,
cost-effectiveness, changes in the labor market such as increased number of non-standard
workers/female workers and high fluidity, and ineffective response to diversified values and
lifestyles of employees. That is, companies cannot meet diversified and complicated re-
quirements of stakeholders.

The employee benefits should compensate the weakness on the basis of the current
system, be separated into three unique sub-systems which clearly set the purpose and func-
tions and evolve into a new structure consist of those elements.
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The first desired direction is “Employee’s creativity enhancement system.” It will be
the most important from the viewpoint that companies can secure and strengthen their man-
agement foundation. In other words, this direction is to clearly contribute to the existence
and growth of companies which take responsibility for the employee benefits and enhance a
sustainable competitive advantage as a result. Japan’s domestic companies are facing a large
wall of growth constraint; globalization. The BRICS countries including China which be-
came a world factory, India and Brazil are fully competing against each other. In competing
with them, Japan is no match for them in two aspects, supply of labor and labor costs. Then,
what can secure Japanese companies’ world competitive advantage? There is only one way.
Companies are required to have a strong creativity which constantly creates new values for
business competition by globalizing themselves and establishing a strong intellectual pro-
duction system consist of various human resources including foreigners.

As Nishikubo (2004) pointed out, the employee benefits should play a unique role as
a system to support the building and encouragement of valued creativity which is a core
competence of the company. The employee benefits need to play a role as an “Employee’s
creativity enhancement system” in which other management system cannot substitute stand-
ing between two conflicting parties, organization and individuals and work and life. It is
necessary to obtain a strong commitment and maximize employees’ contribution by stimu-
lating human creativity and extracting latent potential, i.e., by providing complete health-
care including mental care for individual employees, a ground for advanced intellectual
practices, e.g., self-learning environment and corporate university which bring out and de-
velop the talents, or by organizing a ground for cozy communications between employees
and a comfortable and intellectually stimulating working environment. This system should
also play a role of supporting childbirth/childcare and family care which make job continu-
ity difficult.

It will be a strategic investment in human resources for companies to establish this
creativity enhancement system. The system should be optimized for company’s business
model, employee characteristic, personnel strategy, etc. and a flexible response is required
aimed at investment efficiency and investment effect. This evolution would be deeply in-
volved in Japanese companies’ existence and growth. At the same time, success of this sys-
tem would be directly linked with securing and maintaining of employment opportunities.

Second is a direction aiming at “mutual aid/self-help system.” This is an evolution
enhancing the function of “welfare program” in which efficiently realizing self-help efforts
for employees and their family and mutual aid between employees, and improving the en-
vironment. Although this function also existed in the traditional welfare program, it is not
initiated by companies any more. Employees sharing workplace are fellows on the same
boat trying to overcome a serious aging society with fewer children and a stressful society.
Individual employees independently make a strategic life planning and the welfare program
as mutual aid/self-help system becomes an infrastructure to realize it. Employees advanta-
geously develop their independent life security and life planning taking advantage of the
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characteristic of workplace. The cafeteria plan which is getting popular would be also an
effective mechanism to support life planning in response to diversified life styles. Of course,
this system should be operated on the basis of employees’ and labor union’s autonomy on
the premise of beneficiary liability to promote employees’ autonomous utilization. An in-
surance-like system is utilized for wealth building for aging, economic preparations for
death/injury/illness, childcare, child’s education and family care. It is expected that such
system functions as a strong bond between employees by realizing and sharing that system.
Companies are required to play a role to engage from a complementary position, i.e., mak-
ing efforts to build an institutional infrastructure, stimulating employees (making employees
aware) through phased life planning seminars since they are young and supporting feasible
wealth building plan from their youth, preparations for their life security and their
self-development/capacity-building.

Third direction can be called “Adaptable system to societal demand.” The employee
benefits are likely to play a role to build a good long-term relationship between companies
and society. As some keywords such as corporate social responsibility (CSR), diversity,
family-friendly and development of the next generation have already presented recently, the
society has required companies to engage actively in social issues and problems and con-
tribute to the solution of them. At the same time, by meeting such requirement, a mecha-
nism to heighten corporate values is being built through socially responsible investment
(SRI), etc. Japan’s CSR for working is still far behind compared to that for precedent global
environment. However, there are a lot of issues to be solved by using welfare programs such
as increasing number of overwork death including suicide, too long working hours of some
employees, delay of recruiting female workers, office issues, e.g., sexual harassment and
power harassment, and expansion of potential patient with lifestyle-related disease from the
perspective of preserving human dignity of employees who are valuable social resources.
The employee benefits have a certain possibility to be able to contribute to these issues as a
main character or complementary role and are able to respond with a clear sense of purpose.
It is time that the employee benefits which were positioned as only internal human resource
management system should expand as an open system getting in touch with society.

Above three systems function as sub-systems included in the entire employee benefit
system. Since these are different in purpose, standard of value and optimal operation
method, separated plans and management are also required. Nevertheless, they have a syn-
ergetic relationship to be able to increase the values of each other. Excellent “Adaptable
system to societal demand” and “mutual aid/self-help system” would become an attraction
to external excellent personnel and, together with “Employee’s creativity enhancement sys-
tem,” bring opportunities to obtain strong human resources for the company. Provided that
“Employee’s creativity enhancement system” realizes a comfortable and exciting workplace
and employees can obtain opportunities for playing an active role or self-realization, the
employee benefits would play a role as a social public organ.

Basically, employee benefits are independently built by will of labor and management
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Figure 6. Future Direction of Japan’s Employee Benefits

in the company. That is, both company’s managerial effect and employees’ life effect will be
maximized by optimizing it reflecting company’s business model, working environment,
employee makeup and their needs. In this optimization process, it will be essential that labor
and management put heads together and have exhaustive discussions. It is desirable that
each company builds an individual system as a result. Three directions presented here
would be positioned as fundamental pillars of each company in the future.
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