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Education, organizational commitment, and rewards within Japanese manufacturing

companies in China

Abstract

Purpose — The purpose of this paper is to investigate the relationship between
organizational commitment and extrinsic, intrinsic, and social rewards, among
employees who work for Japanese manufacturing companies in China.
Design/methodology/approach —Hierarchical regression analysis was utilized to
examine survey data obtained from 27,854 employees, who work for 64 Japanese
manufacturing companies in China.

Findings — The findings demonstrate that the variables measuring extrinsic, social, and
intrinsic rewards were strongly related to organizational commitment, suggesting that
the antecedents of organizational commitment in Japanese companies are different
from those in other kinds of corporations in China and the West. A further comparison
between university graduates and other employees showed that for graduates, extrinsic
and intrinsic rewards had a stronger influence on organizational commitment than
social rewards, compared to non-graduates.

Research limitations/implications - This study used self-report data from individual
respondents, which may have resulted in common method bias. Future research might
consider including supervisor-rated scales to strengthen the study design and reduce
common method bias.

Practical implications - As Japanese companies in China have both Western and
Chinese characteristics, they often utilize balanced human resources management
(HRM) practices. To enhance their employees’ organizational commitment (OC),
especially those with less formal education, it is most effective to focus not only on some
particular rewards but also on more varieties of rewards. However, balanced HRM may
not be equally effective for enhancing the OC of university graduates, who prefer to
obtain more extrinsic and intrinsic rewards and fewer social rewards. As Japanese
companies are sometimes said to be less attractive workplaces, especially for university
graduates, the results of this study could help HR professionals revise their HRM
strategies and employ workers who can contribute to their Chinese branches on a
long-term basis.

Originality/value — This research investigates how employees of Japanese companies in
China could have higher organizational commitment, by focusing on the difference
between university graduates and non-graduates and utilizing a large volume of their

opinion data.
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Introduction

Among developing countries, China is the largest recipient of foreign direct investment
(FDD and has the largest number of employees who work for foreign companies
(UNCTAD, 2010). In 2004, approximately 24 million workers (3% of China’s total
employment) were employed by foreign companies in China (UNCTAD, 2004).
Japanese companies continue to benefit from China’s growth and remain one of the
leading investors in China, accounting for 6.5% of Japan’s total FDI in 2015 (JETRO,
2016b). In response to the yen’s appreciation against the dollar following the 1985 Plaza
Accord, Japanese investment in China has shown a remarkable increase: it accounted
for 6.0% of the total effective FDI in 2013 and Japan became China’s third largest
source of foreign capital, following Hong Kong and Singapore (JETRO, 2016a). The
number of Japanese companies located in China at the end of 2012 was 23,094, which
accounted for the highest share (7.9%) of total foreign companies located in China
(CJCCI, 2016). Similarly, 1.62 million employees worked for Japanese companies in
China in 2015, which was 40.5% of total employees of Japanese companies across Asia
(METT, 2016).

However, foreign companies in China face a major problem: they must
determine how to manage and retain the local employees. Japanese companies have
significant problems in this regard, both in terms of high employee turnover and of
competing for the best employees. Surveys have indicated that Japanese companies in
China rarely if ever rank among the most popular employers, and are even frequently
listed among foreign companies that people least want to work for (Zhang, 2003). These
difficulties may have to do with a decrease in their rank and share in the total effective
FDI in this country, from third (6.0%) in 2013 to fifth (2.5%) in 2015. During this period
they were outstripped by both Taiwan and Korea (JETRO, 2016a).

Given this situation, it is necessary to determine how Japanese companies can
reduce their employee turnover rates or attract the best employees in China. To meet
these goals, this study analyzes antecedents of organizational commitment (OC) and
how those antecedents differ between university graduates and other workers who are
employed by Japanese manufacturing firms in China. Here, OC is defined as an

employee’s state of being committed to assist in the achievement of the organization’s
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goals, and involves the employee’s levels of identification, involvement, and loyalty
(Caught et al., 2000). OC is seen as a prime explanation for why some people desire to
remain employed while others do not (Allen & Meyer, 1990; Mowday et al., 1982; Peyyer
et al., 2010; Steers, 1977) or why some have a high work performance while others do
not (Meyer et al, 2002; Phipps et al, 2013). Likewise, this study focuses on university
graduates because previous research indicated that the future growth of Japanese
multinational corporations (MNCs) will depend on their international human resource
management (HRM) efforts to attract, develop, motivate, and retain the best and
brightest local talents (Furusawa et al, 2016). As described below, however, Japanese
companies have largely failed to attract such laborers. The study may also contribute to
the creation of jobs for those who cannot find work due to a labor market mismatch, by
attracting more talent to Japanese as well as other foreign companies who need
high-OC employees with appropriate skills. In this context, a labor market mismatch is
the difference between the talents a company wants and those a job seeker has, and has
become more serious due to the economic slowdown and an increase in higher education

opportunities (JRI, 2008).

Literature Review
Japanese companies in China

Japanese companies have come up with a distinct human resource
management (HRM) model, characterized by high levels of commitment, loyalty,
productivity, and product quality, along with lower rates of turnover, absenteeism, and
industrial conflict (Colignon et al, 2007). These features of the Japanese manufacturing
workplace are said to be strongly present in Japanese overseas subsidiaries, and may be
even more appropriate for countries that are developing economically (Wasti, 1998).
Accordingly, several studies have investigated if and how Japanese companies can
transfer this model to their overseas operations (e.g., Komai, 1989; Konomoto, 2000).
Along similar lines, elements of the “iron rice-bowl” widely observed in Chinese society,
such as secure employment or an emphasis on seniority, seem to resemble the elements
of Japanese management, even though Japanese companies are often included in the
Western group among “foreign companies” in China.

However, it was found that Japanese companies tend to rely much more
heavily on expatriate managers from Japan in their foreign subsidiaries, especially in
top management positions, compared to European and US companies (Pudelko &
Tenzer, 2013). These staffing policies have often been described as overly ethnocentric

(Black & Morrison, 2010; Wong, 2010) because host-country nationals (HCNs) in the

© Emerald Publishing Limited

This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Publishing Limited.



Downloaded by UNIVERSITY OF NEW ENGLAND (AUS) At 07:56 16 February 2018 (PT)

subsidiaries were usually excluded from senior-level promotion opportunities and
managerial training programs. In consequence, highly qualified and ambitious HCNs
have not been attracted to Japanese employers (Froese & Kishi, 2013).

In fact, a recent survey of more than 2,000 university students across Asia
showed that Japanese MNCs were much less attractive than Western or domestic
employers. Especially in countries affected by historical conflicts with Japan, such as
China and Korea, only 2% of respondents were interested in working for a Japanese
MNC (Froese & Kishi, 2013). Likewise, Yu and Meyer-Ohle (2008) revealed that
employees who worked for Japanese companies in China had more complaints than
those who worked for Western companies, based on interview data. Japanese
expatriates also reported particular management and adjustment difficulties in China
(Furusawa & Brewster, 2016). These studies indicate that while Japanese expatriates
may be able to manage low-skilled workers such as factory workers, they lack the skills
to manage highly-skilled employees such as university graduates (Sekiguchi et al,
2016).

Another study compared separation rates in Japanese and Western companies
in Shanghai; the average Japanese rate (15.2%) was more than twice the Western rate
(6.3%). Among specialists and technical staff, the Japanese separation rate reached 30%
(RMS, 2012). Such a high separation rate in Japanese affiliates is sometimes attributed
to their inadequate localization and insufficient communication between Chinese staffs
and Japanese expatriates who are replaced every 3 to 4 years (Wan, 2009). In line with
this finding, another previous survey revealed that Japanese managers in China
received poorer evaluations from their subordinates than local managers did, especially
on job performance, leadership, and capability of managing subordinates (Shiraki,
2012).

In spite of these blemishes, Japanese MNESs rely much more on parent-country
nationals than their Western counterparts do (Tungli & Peiperl, 2009; Ando, 2014).
Therefore, local employees in foreign subsidiaries have not been given decision-making
authority (Yoshihara, 1996) or promotion opportunities (Legewie, 2002) in Japanese
companies. As international HRM for Japanese MNCs has been almost synonymous
with the management of Japanese expatriates and host-country nationals have not
been treated as potential international managers by the headquarters, the low level of
normative integration might have generated mutual distrust between Japanese
expatriates and local managers (Furusawa et al, 2016).

Based on these findings, the HRM of Japanese companies may not be fully

effective for enhancing employees’ OC, at least in particular groups such as university
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graduates who have confidence in their skills and have more opportunities to work
directly with Japanese expatriates, although it might be more effective for general
employees in China. If these assertions are true, supervisors in Japanese companies in
China may face some barriers to providing university-graduate employees with
appropriate support which could be perceived as rewards worth reciprocating. Of course,
the supervisors are not exclusively Japanese expatriates, but even the Chinese
managers may be influenced by Japanese HRM. More importantly, they may vary in
professional quality if the company couldn’t attract skilled managers or educate the

managers they can attract.

Organizational rewards in China

Barrett and O’Connell (2001) argued that employees may view some human
resource practices as a reward. Hence, there is growing evidence to suggest that
organizations can enhance the commitment of their workforce through the provision of
organizational rewards (Newman et al, 2011). This research is based on social exchange
theory, which supposes that when an individual is happy with the rewards provided by
his or her organization, he or she will reciprocate by developing positive attitudes
towards the organization, such as higher levels of commitment (Haar & Spell, 2004).
For example, it was shown that enhancement of OC brings lower turnover intention in
the West (Steers, 1977; Peryer et al, 2010). However, despite tremendous research on
OC (Meyer et al, 2002), there is little research on OC and its antecedents in
non-Western countries in general, and China in particular (Chen & Francesco, 2000).
Furthermore, it is unclear how different categories of organizational rewards might
influence organizational commitment in Japanese companies in these countries.

This study aims to gain a deeper understanding into the different effects of
extrinsic, social, and intrinsic rewards on the development of the OC of employees who
work for Japanese companies in China. Porter and Lawler (1968) defined intrinsic
rewards as the satisfaction that a person derives from doing a job and extrinsic rewards
as tangible benefits obtained as a result of doing that job, such as pay and promotions.
On the other hand, according to Mottaz (1985) social rewards are derived from
interpersonal relationships with colleagues and supervisors. Previous work has found
different valuation of these rewards: 1) intrinsic rewards have a greater impact on the
OC of employees in the West than extrinsic or social rewards (Eby et a/, 1999; Malhotra
et al, 2007; OReilly & Caldwell, 1980), while 2) extrinsic and social rewards have a
greater impact on the OC of Chinese employees than intrinsic rewards (Miao et al,
2013; Newman & Sheikh, 2012).
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Given Hofstede’s (1980) point that the culture of a country changes as its
economy develops, this difference between Western and Chinese employees might be
attributed not only to geographical features such as the West and the East but also to
the economic stage in which each country is placed. Furthermore, Boyacigiller and
Adler (1991) argued that the commitment of employees with collectivist values may
arise from ties with managers, owners, and co-workers, whereas the commitment of
employees with an individualist orientation may be due to the job itself or the
compensation system. If these assertions are true, since Western countries are overall
more developed than others and their employees are more individualistic, intrinsic
rewards may accordingly be more important for OC. On the other hand, if we assume
that China is less developed than Western countries and Chinese employees are less
individualistic, social rewards may accordingly be more important for OC. Because the
economy of China is still in transition and most employees must work to survive,
extrinsic rewards are more important to Chinese employees’ OC despite its collectivist
culture.

However, a study conducted in South Africa, which at 6,483 US$ GDP per
capita in 2014 is at an economic stage close to China at 7,590 US$ GDP per capita
(World Bank, 2016), also obtained a result which should be categorized in group 1:
intrinsic rewards are more associated with OC than extrinsic and social rewards (Nujjoo
& Meyer, 2012). This could be explained by the particular characteristics of the sample
used in this study. The majority of participants were relatively highly-educated
employees who had at least obtained a first diploma or degree. This indicates that an
employee with a strong educational background in a developing country may have a
mindset similar to a general employee in the West, and accordingly is more
individualistic than others in the same country.

Supposing that such a relationship between economic or educational level and
collectivistic or individualistic culture can be applicable worldwide, how can we identify
effective rewards for enhancing OC in Japanese companies located in China? Their
employees are all Chinese irrespective of the employer’s country of origin, and are
considered to share some of the same characteristics whether they work for Japanese or
other kind of corporations. Actually, Adler (1986) suggested that national culture has a
greater impact on employees than does their organization’s culture. In this sense, it is
reasonable to assume that extrinsic and social rewards in Japanese companies are as
much associated with OC as in other kind of corporations in China, in line with group 2.
In addition, Japanese companies may reasonably adapt to Chinese collectivism, because

a company in Japan is considered to be a second family which encourages intensive
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socialization (Jackson & Tomioka, 2004) and requires managers to be closely involved
with a work group (Whitney, 1994), even though recent changes in Japanese
management have departed from this model due to economic stagnation and the
influence of globalization (Haghirian, 2010).

On the other hand, as Japan is a developed country and is considered to be
accustomed to more sophisticated HRM than developing countries, Japanese employees
also associate intrinsic rewards with OC, in line with group 1. In addition, previous
research suggests that individualism could be increasing in China (Yan, 2009), and that
such a trend is likely to be most evident in more economically developed parts of the
country (Gamble & Tian, 2015; Ralston et al, 2008). Accordingly, intrinsic, extrinsic,
and social rewards are all assumed to have positive effects on OC in Japanese
companies in China. The present study is the first to test whether this assumption is
true, and should help advise managers who work for companies in China as to what

strategies are most likely to foster high levels of OC amongst their employees.

Extrinsic rewards

Benefit satisfaction

The provision of extrinsic benefits should lead the employee to reciprocate by exhibiting
higher levels of OC. Empirical work in private sector organizations in the West is
generally supportive of this pattern (Mottaz, 1988; Loscocco, 1990; Williamson et al.,
2009), although some work finds contradictory evidence (Malhorta et al, 2007). Recent
work also suggests that Chinese employees typically rank extrinsic benefits highly in
comparison with intrinsic factors (Chiu et al, 2002; Newman & Sheikh, 2012). This
leads us to the following hypothesis:

Hypothesis 1: Benefit satisfaction is positively related to OC.

Fatigue

A number of studies demonstrate that exhausted workers exhibit lower levels of OC and
may eventually seek employment elsewhere (Lee & Ashforth, 1996; Wright &
Cropanzano, 1998). Likewise, it is shown that fatigue has negative effects on OC in
recent work in China (Hongwei, 2017). Since this argument is ongoing, it is helpful to
check the relationship between emotional exhaustion and OC in Japanese companies in
China. This leads us to the following hypothesis:

Hypothesis 2: Fatigue is negatively related to OC.

Social rewards
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Supervisor support

Empirical studies have provided evidence that perceptions of supervisory
support positively affect employees’ motivation and OC (Eisenberger et al., 1986; Mottaz,
1988). Recent work conducted in Chinese organizations demonstrates a strong
relationship between supervisor support and OC, too (He et al, 2011; Miao et al, 2013;
Nazir et al, 2016; Newman & Sheikh, 2012; Wang, 2008). However, recent empirical
work on private sector employees in the UK provides limited support for such assertions
(Malhorta et al., 2007). This difference may arise from the fact that supervisors have a
greater influence on the work activities of their subordinates in Chinese organizations
than in the West, due to a cultural context in which there is respect for seniority, strict
hierarchies in the workplace, and limited subordinate participation in decision-making
(Chan et al.,, 2006; Cheng et al., 2003; Chen et al, 2002). This leads us to the following
hypothesis:
Hypothesis 3: Supervisor support is positively related to OC.

Co-worker support

As 1t 1s an 1important channel for the dissemination of workplace knowledge
and newcomer socialization into the organizational culture (Korczynski et al, 2000), the
provision of support by co-workers should engender greater feelings of emotional
attachment to the organization (Mottaz, 1988). Empirical work typically confirms a
positive relationship between co-worker support and the OC of Western employees
(Chiaburu & Harrison, 2008; Self et al, 2005; Steijn & Leisink, 2006). However, some
recent work on Chinese employees in the private sector finds no evidence of such a
relationship (Newman & Sheikh, 2012; Wang, 2008) or that there is only a marginally
significant influence (He et al, 2011), while another study on Chinese employees in the
public sector finds there is a strong relationship (Miao et al, 2013). Although Japanese
companies belong to the private sector in China, they have an organizational setting in
which there are close-knit relationships between individuals, which is similarly
observed in the Chinese public sector characterized by the “iron rice-bowl.” This leads
us to the following hypothesis:
Hypothesis 4: Co-worker support is positively related to OC.

Intrinsic rewards
Autonomy
Autonomy is the degree to which employees are allowed freedom, independence,

and discretionary powers when performing their job tasks and responsibilities (Sims et
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al, 1976). The more autonomy an employee has about what, when, and how to do work,
the more he/she would feel a sense of responsibility for the job tasks, and feel needed in
the workplace, thus engendering high levels of OC (Williamson et aZ, 2009). Empirical
findings generally support such assertions in organizations in the West (Eby et al,
1999; Malhorta et al,, 2007; Steijn & Leisink, 2006). Likewise, recent work conducted in
Chinese organizations demonstrates a strong relationship between autonomy and OC
(Chen & Aryee, 2007; Froese & Xiao, 2012; Miao et al, 2013; Nazir et al, 2016;
Newman & Sheikh, 2012). This leads us to the following hypothesis:

Hypothesis 5: Autonomy is positively related to OC.

Training provision

The greater the sense of debt incurred during the training program, the more
an employee becomes committed and devoted to the organization (Barrett and
O’Connell, 2001). Specifically, the employees that viewed training as the most relevant
to their current jobs were able to attain more positive commitment outcomes and had
less intention to quit (Burke, 1995). Some findings from empirical work on employees in
the West are supportive of a link between training provision and OC (Bartlett, 2001;
Owens, 2006; Wayne et al, 1997), but some other studies found an insignificant
relationship (Shore & Barksdate, 1998) or a significant but negative relationship
(Smeenk et al, 2006). The reasons for such mixed results may partly be because of
market imperfection in which a company is not always successful in employing a person
whose skills are compatible to what the company needs. In this setting, training will not
be fully effective to enlarge an employee’s skills and cause his/her reciprocity. Another
reason might be that skills obtained through training are sometimes not specific to a
company but general and applicable elsewhere. In this setting, a company may not fully
induce an employee’s OC (Becker, 1993).

In the Chinese setting, Newman et a/ (2011) found a significant impact of
training on the OC of employees working for multinational enterprises in China. On the
other hand, Miao et al (2013) found no significant relationship between training and
OC in the public sector in China. In the Chinese public sector, political loyalty is more
important to career progression than professional competence and training provision 1s
unlikely to lead to higher levels of commitment, especially amongst employees with a
limited connection to the Communist Party (Miao et al, 2013). As Japanese companies
seemingly have a different culture from the public sector on this point, provision of
training should be as effective to enhance OC as in most companies in the private sector.

This leads us to the following hypothesis:
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Hypothesis 6: Training is positively related to OC.

Role clarity

Role clarity is defined as the extent to which an employee knows what is
expected of him/her for adequate performance of his/her tasks and job responsibilities
(Rizzo et al., 1970). Role clarity would enhance a sense of felt responsibility and as such
would bring about an increase in OC among employees (Gregersen & Black, 1996). In
both the West and China, empirical work on private sector employees typically finds a
strong relationship between role clarity and organizational commitment (Mathieu &
Zajac, 1990; Newman & Sheikh, 2012), although another study on public sector
employees in China finds no significant relationship between them (Miao et al, 2013).
This leads us to the following hypothesis:
Hypothesis 7: Role clarity is positively related to OC.

Comparative importance of rewards

It is assumed that Japanese companies in China share characteristics of both
Western and Chinese corporations, as discussed above. Accordingly, we expect that
intrinsic rewards will be as much associated with OC as in the West, whereas social
rewards will be as much associated with OC as in other kinds of corporations in China.
On the other hand, we expect extrinsic rewards to be less associated with OC than other
rewards, as the respondents in the sample work for Japanese companies where
employees’ lives are more secure and it is less necessary to work for sustenance. This
leads us to the following hypothesis:
Hypothesis 8: Social and intrinsic rewards are positively related to OC, to the same

extent. However, they are more significantly related to OC than extrinsic rewards are.

The level of education and comparative importance of rewards

University graduates are considered to be more modernized or westernized and
have more individualized views than other employees. Thus, the OC of university
graduates 1s expected to be more related to extrinsic and intrinsic rewards and less
related to social rewards than the OC of others (Boyacigiller & Adler, 1991). This leads
us to the following hypotheses:
Hypothesis 9: The relationship between benefit satisfaction and OC is stronger for

university graduates than for others.

Hypothesis 10: The relationship between fatigue and OC is stronger for university

10
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graduates than for others.

Hypothesis 11: The relationship between supervisor support and OC is weaker for

university graduates than for others.

Hypothesis 12: The relationship between coworker support and OC is weaker for

university graduates than for others.

Hypothesis 13: The relationship between autonomy and OC is stronger for university

graduates than for others.

Hypothesis 14: The relationship between training provision and OC is stronger for

university graduates than for others.

Hypothesis 15: The relationship between role clarity and OC is stronger for university

graduates than for others.

Finally, from Hypotheses 9 to 15, we are led to the following hypotheses:
Hypothesis 16: The relationship between extrinsic rewards (benefit satisfaction;

fatigue) and OC is stronger for university graduates than for others.

Hypothesis 17: The relationship between social rewards (supervisor support; coworker

support) and OC is weaker for university graduates than for others.

Hypothesis 18: The relationship between intrinsic rewards (autonomy; training

provision; role clarity) and OC is stronger for university graduates than for others.

Research Methodology
Participants

We sent questionnaires to employees in 64 Japanese manufacturing companies
in China, from April 2007 to March 2016. 50,000 questionnaires were distributed via
the HR departments of the participant companies. Nearly all the employees were asked
to take part in the survey to avoid any sampling bias, which may have an uncontrollable
impact on the survey results. After being promised a copy of the summary results, the
HR department of each firm distributed the questionnaires and collected the completed

questionnaires. Each respondent was asked to put the completed questionnaire into the

11
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provided envelope and seal it himself/herself, to guarantee complete anonymity. Overall,
45,874 surveys were collected, reflecting a response rate of 91.7%. However, we
eliminated 18,020 surveys due to missing values or inappropriate participants for this
research (e.g., contract employees, foreign workers, Japanese expatriates, etc.).
Consequently, the final sample comprised 27,854 Chinese participants: 5,166 university
graduates and 22,688 non-graduates.

As the sample size is larger and covers a wider area than past research, the
estimated figures may be regarded as more representative of Chinese employees who
work for Japanese companies in China. Likewise, since the survey period is quite long
and there is almost 9 years’ difference between the first and last participants, the data
establishes more representative trends by mitigating the effects of any single incident.
China has experienced various social and economic changes in this period, so employee
data may be misleading if it is limited to a particular period. Demographic information
for the participants is shown in the tables in the appendix. We controlled for all the

demographic variables in order to attenuate any concerns about sample compatibility.

Measures

Most questions used in this research were developed by IEWRI (1996) and later adopted
by Kokubun (2006). IEWRI, the International Economy and Work Research Institute, is
a research institute located in Osaka that conducts employee opinion surveys for
members of trade unions at more than 300 representative Japanese companies, and
gives them practical advice on activating their organizations and enhancing corporate
productivity. They base this advice on the survey results, as well as on theories of social
psychology and support from  university professors and researchers
(http://www.iewri.or.jp/). The main reason for using IEWRI’s questions in this study is
because this research is also designed to provide practical advice on how to enhance the
commitment or motivation of local employees in Japanese companies located in foreign
countries. A secondary reason is that IEWRI has a rich opinion database of Japanese
employees who work for Japanese companies obtained by similar methods, which we
plan to use for international comparisons in future research. Actually, the questionnaire
has already been used in some recent studies in Thailand, Vietnam and Malaysia
confirming the validity of usage in these countries. The questionnaire was also used in
China to test the effect of financial crises in 2008 to the OC-rewards relationship,
although the small sample size and regional bias seemingly influenced the
generalizability of the results (Kokubun, 2017asb;c;d;esf). The original questionnaire

was developed in English and then translated into Chinese. To ensure the accuracy of
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the translation, the questionnaire was then translated back into English.

Benefit satistaction. Benefit satisfaction was measured on a four-item scale developed
by IEWRI (1996). The items were measured on a five-point scale that ranged from 1
(dissatisfied) to 5 (satisfied). The alpha reliability was 0.799 for university graduates
and 0.760 for others.

Fatigue. Fatigue was measured on a five-item scale developed by IEWRI (1996). The
items were measured on a five-point scale that ranged from 1 (incorrect) to 5 (correct).
The alpha reliability was 0.858 for university graduates and 0.837 for others.
Supervisor support. Supervisor support was measured on a six-item scale originally
developed by Kokubun (2006), using Eisenberger et al. (1986) as a reference, except for
one item developed by IEWRI (1996): “My boss/supervisor gives me sufficient
information about the management policy of the company and the division.” The items
were measured on a five-point scale that ranged from 1 (I don’t think so) to 5 (I think so).
The alpha reliability was 0.902 for university graduates and 0.881 for others.
Co-worker support. Co-worker support was measured on a four-item scale originally
developed by Kokubun (2006), using Eisenberger et al. (1986) as a reference. The items
were measured on a five-point scale that ranged from 1 (I don’t think so) to 5 (I think so).
The alpha reliability was 0.796 for university graduates and 0.774 for others.
Autonomy. Autonomy was measured on a four-item scale developed by IEWRI (1996).
The items were measured on a five-point scale that ranged from 1 (I don’t feel so) to 5 (I
feel so). The alpha reliability was 0.739 for university graduates and 0.715 for others.
Training provision. Training provision was measured on a three-item scale developed by
IEWRI (1996). The items were measured on a five-point scale that ranged from 1 (I don’t
think so) to 5 (I think so). The alpha reliability was 0.763 for university graduates and
0.736 for others.

Role clarity: Role clarity was measured on a two-item scale developed by IEWRI (1996).
The items were measured on a five-point scale that ranged from 1 (I don’t think so) to 5
(I think so). The alpha reliability was 0.760 for university graduates and 0.539 for
others.

Organizational commitment. Five items were used to measure OC. Three items were
adopted from IEWRI (1996), and the researcher added two items: “I have a strong will
to work hard in this company” and “I am willing to contribute to the development of this
company.” The items were measured on a five-point scale that ranged from 1 (I don’t
think so) to 5 (I think so). The alpha reliability was 0.839 for university graduates and
0.832 for others.

Control variables. Several demographic variables were included to control for individual
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differences. Answer data without any conversion was used for age and organizational
tenure. The sample dummy shows university graduates or others. Gender, turnover
experience, marital status, indirect/direct department, managerial/non-managerial
position, Northeast/North/East/South region, and the year of participation in the survey

were also measured.

Analysis and findings

We conducted an exploratory factor analysis of all the items (except the control
variables) to examine measurement invariance between university graduates and
others. The results of the factor analysis with varimax rotation are presented in Table 1,
confirming an eight-factor solution for the following items: benefit satisfaction, fatigue,
supervisor support, co-worker support, autonomy, training provision, role clarity, and
OC. The factor structure was the same for university graduates and others; therefore,
we are convinced that both university graduates and others ascribed the same
meanings to the scale items used in the current study (Milfont & Fischer, 2010). For the
same reasons, we decided not to use six low-factor-loading items, including three items
under benefit satisfaction (G.e., “Company’s evaluation of myself,” “Facilities and
equipment of the company,” and “Holidays and working hours”), two items under
co-worker support (.e., “I have good cooperation from my co-workers in my workplace”
and “My co-workers are willing to teach me what I do not know about my work”) and
one item under organizational commitment G.e., “I am attracted to the slogan of the
company and the strategies to achieve it”). According to the result of exploratory factor
analysis to prevent multicollinearity with other variables, the parties did not ascribe
the same meanings to these items.

Descriptive statistics for both university graduates and others are presented in
Table 2. We tested our hypotheses using hierarchical regression analysis. We entered
the control variables in Step 1 and the main effects of benefit satisfaction, fatigue,
supervisor support, co-worker support, autonomy, training, and role clarity in Step 5. In
Step 6, we entered the sample variable (1 for university graduates and O for others) and
its interaction terms with main effects for the entire sample, to test university graduate
moderation. Variables forming the interaction term were entered to minimize
multicollinearity among the interaction terms and their components (Aiken & West,
1991). In Steps 2 to 4, the main effects were separately entered by the kind of rewards
(extrinsic, social, and intrinsic rewards) to test their comparative importance. In
addition, we conducted a separate regression analysis using university graduates and

others. All regression results are presented in Table 3.
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Step 1 presents the results when only the control variables are included in the
regression, to predict OC. Ten out of eleven demographic variables were found to
influence OC. Among them, age, turnover experience, marital status, indirect
department, position, northeast, north, east, and year were positively related to OC,
while gender was negatively related to OC. That means that employees who were
female, aged, married, had indirect and managerial positions with experience working
for other companies, and those working in a region other than South tend to have
higher OC than their counterparts. The analysis also indicated that OC is becoming
higher as time goes by.

Step 2 presents the results when two variables of extrinsic rewards are added
to the regression. Likewise, Steps 3 and 4 present the results when two variables of
social rewards and three variables of intrinsic rewards were respectively added to the
regression. All seven reward variables were significantly associated with OC. Based on
the Adjusted R2, extrinsic, social, and intrinsic rewards explained 22%, 26%, and 27% of
the additional variance in OC, respectively. This implies that social and intrinsic
rewards are important for OC to the same extent and are more important than extrinsic
rewards, supporting Hypothesis 9. Step 5 presents the results when all seven reward
variables are added to the regression. Fatigue is negatively associated to the regression
and the other six reward variables are positively associated, all significantly (p < 0.01).
This model provides support for Hypotheses 1-7.

At Step 6, the relationship between benefit satisfaction and OC was moderated
by the sample, showing that their relationship was stronger for university graduates
than for others (8=0.05, p < 0.01). In other words, university graduates’ OC was
affected more by benefit satisfaction compared with others. Moreover, the relationships
of autonomy and role clarity with OC were stronger for university graduates than for
others (8=0.08, p <0.01; B=0.05, p <0.05), which suggests that both factors are more
important in forming OC for university graduates than others. However, the
relationship of supervisor support with OC was weaker for university graduates than
for others (8=-0.05, p < 0.05), which suggests that support from supervisors is less
important in forming OC for university graduates than for others. The significant
results of these moderation tests are consistent with Hypotheses 1, 3, 5, and 7. Broadly,
extrinsic and intrinsic rewards are more important and social rewards are less
important predictors of OC for university graduates than for others, supporting
Hypotheses 17 to 19. Additionally, the OC of university graduates is lower than others’
OC when it is controlled by other variables (5=-0.18, p < 0.01).
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Results and Discussion

The objective of the present study was to investigate the antecedents of the
organizational commitment (OC) among employees working in Japanese manufacturing
companies in China. Our findings demonstrate that extrinsic rewards, social rewards,
and intrinsic rewards engendered higher levels of organizational commitment. This
supports the findings of previous work conducted on samples from Western
organizations, which highlight intrinsic factors as the main influence on OC (Goulet &
Frank, 2002; Steijn & Leisink, 2006). Likewise, it also matches the findings from
previous research in China, which highlights extrinsic and social factors as the main
influences (Chiu et al, 2002; Miao et al, 2013; Newman & Sheikh, 2012). The reason
why Japanese companies in China show more similar results to the West than to other
kind of corporations in China, in terms of the comparative importance of intrinsic
rewards, may be that their headquarters in Japan, a highly developed country, give
them easier access to more modernized HRM than other local companies in China.

However, at the same time, we easily notice from more precise observations
that Japanese companies in China still function as corporations in a developing and
collectivistic country. In line with Hypotheses 1 and 2, benefit satisfaction and fatigue
were found to influence organizational commitment with a high degree of significance.
This contradicts findings from some of the previous studies in the West, which suggest
that extrinsic benefits have limited impact on the commitment of employees (Goulet &
Frank, 2002; Steijn & Leisink, 2006), but is supportive of findings from work on Chinese
organizations (Chiu et al, 2002; Miao et al., 2013; Nazir et al, 2016; Newman & Sheikh,
2012). These findings might be attributed to the fact that our work was done in the
context of a transition economy, in which there is a lower standard of living than in the
West and individuals are therefore more responsive to financial rewards. In addition,
relatively substantial fringe benefits packages provided to employees working for
Japanese companies are a major incentive, in light of the recent increases in the cost of
living.

In line with Hypotheses 3 and 4, supervisor and co-worker support were also
found to have a significant influence on OC. These findings provide further evidence of
the importance of social rewards in a collectivistic society such as China. This result
may be at the same time a positive observation for Japanese companies which intend to
transplant activities to China, as they are also known as collectivistic: members are
expected to build strong relationships with their supervisors and co-workers, in a
workplace characterized by respect for seniority and high levels of reciprocity between

individuals.

16

© Emerald Publishing Limited

This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Publishing Limited.



Downloaded by UNIVERSITY OF NEW ENGLAND (AUS) At 07:56 16 February 2018 (PT)

Autonomy was found to influence OC, providing support for Hypotheses 5. This
is in line with findings from previous empirical work on organizations in the West
(Steijn & Leisink, 2006) and China (Chen & Aryee, 2007; Miao et al., 2013; Nazir et al,
2016), and suggests that Chinese employees in Japanese companies tend to be more
committed if they are provided with discretionary autonomy in their work. Being
provided with autonomy should signal to employees that they are trusted and valued by
their organization, and in turn engender higher levels of OC. Likewise, a significant
relationship between role clarity and organizational commitment, in line with
Hypothesis 7, may result from the fact that employees in China tend to become more
committed to an organization if they are provided with a clear work division. This result
is also in line with most other studies in the West and Asia.

The finding that the provision of training enhances OC, providing support for
Hypothesis 6, is in line with most other findings from empirical studies in China and
other developing countries, except some research into the public sector in China (Miao
et al., 2013). However, it contradicts the findings of some previous work conducted on
samples in the West, which finds that training does little to enhance OC. This difference
may be attributed to the generally low income level in China, where people cannot fully
invest in skill improvement unless they are members of stable and big companies which
invest for them. In such a circumstance, a company’s training provision will be more
easily perceived as a reward and in turn cause an increase of OC.

The significant interaction results as per Hypotheses 9, 13, and 15 suggest that
the relationships of OC with benefit satisfaction, autonomy, and role clarity are greater
among university graduates compared with other employees. On the contrary, another
significant result supporting Hypothesis 11 implies that the relationship of OC with
supervisor support is weaker among university graduates compared with others. These
results are also supportive of Hypotheses 16, 17, and 18 that the OC of university
graduates is more related to extrinsic and intrinsic rewards and less related to social
rewards compared to others. On the other hand, insignificant interaction results which
contradict Hypotheses 10, 12, and 14 suggest that there is no significant difference
between university graduates and others on the relationships of OC with fatigue,

coworker support, and training provision.

Implications for theory and practice
The present study contributes to the literature in five main ways. First, in line
with previous work, it shows that national culture is an important influence on the

work attitudes of employees, including organizational commitment (Glazer et al, 2004).
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Specifically, it highlights differences between the factors that drive the OC of employees
working for Japanese companies in China and employees working in the West.
Compared to employees from less hierarchical, more individualistic cultures in the West,
employees working for Japanese companies, which represent more collectivistic
cultures, typically respond more positively to the existence of social rewards, namely
high-quality relationships with others in the workplace. So, it may be reasonable to
assume that Japanese companies in China more resemble other companies in China
than those in the West, insofar as a correlation between OC and interpersonal relations.

Second, however, it also became apparent that the relationship between
rewards and OC differs by type of company, even though they are located in the same
country. The OC of Japanese companies is more associated with intrinsic and social
rewards than extrinsic rewards, whereas that of other kinds of corporations is more
correlated with extrinsic and social rewards than intrinsic rewards. This finding
provides a hypothesis to be tested in future researches: a company which originates
from a developed country and is more linked to modernized HRM responds more
positively to intrinsic rewards than a local company.

For instance, the concept of kaizen, a kind of corporate culture that supports
continual organizational learning and is typically observed in Japanese companies, is
said to be based on workers’ self-initiative to learn and improve their work processes at
all levels of the organization (Koike, 1994; Liker, 2004; Teece et al, 1997). It is difficult
to transfer this concept to overseas plants in China by just imposing Japanese methods
on Chinese employees unilaterally (Aoki, 2008). So, companies from developed countries,
including Japanese companies, may have a somewhat more autonomous culture than
those of less developed countries, and have some effects that socialize hired local
employees to become more responsive to autonomous ways of working as time goes by.
In any case, for managers of Japanese companies who are inclined to rely on monetary
rewards and social activities for motivating employees, but do not fully consider the
employees’ way of working and development opportunities, this result will be very
important for improving their management strategies in China and other developing
countries.

Third, whereas provision of training has been shown to be less important in
several cases in the West, the results of this study demonstrate that for Japanese
companies in China it is relatively important, as was similarly shown in other kinds of
corporations in China or in other developing countries (Owoyemi et al, 2011; Newman
et al., 2011). The reason why the results obtained in China are different from those in

the West might be because employees in China generally have immature technical skills
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and do not face a mismatch between the training their companies provide and the skills
the employees want to obtain. As most employees in China do not possess enough
resources to enhance their own skills independently, certain training offered by a
company may be perceived as enough rewards for them to reciprocate with OC to the
company. The fact that most results obtained in other studies conducted in transitional
economies find positive and significant relations between training and OC supports this
assertion. Although many companies have tended to reduce expenditures for training
due to high turnover rates and the recent economic downturn in China, it will be
important to maintain the volume or quality of training to maintain the OC of
employees.

Fourth, this study also clarifies differences between Japanese companies and
the public sector in China: whereas provision of training was shown to be less important
in the public sector in a previous study (Miao et al, 2013), the results of this study
demonstrate that in Japanese companies it is important as in most other enterprises in
China (Nazir et al, 2016; Newman et al, 2011) and in some Western organizations
(Goulet and Frank, 2002; Steijn and Leisink, 2006). At the same time, this research
suggests an important difference between Japanese companies and the private sector in
China: although previous studies showed co-worker support to be less important in the
private sector in China (He et al, 2011; Newman & Sheikh, 2012; Wang, 2008), the
results of this study show that in Japanese companies it is as important as in the public
sector in China. These results indicate that Japanese companies in China have
characteristics of both the private and public sectors in China. They have typically
introduced and developed more sophisticated HRM than companies in developing
countries, leaving their collectivistic cultures without significant changes until the
recent economic slowdown. This result is also in line with the opinion of Takeuchi (1998,
p.3), who described Japan as “a socialist country that pretends to be capitalist.”

Lastly, some differences between university graduates and others became clear.
Benefit satisfaction, autonomy, and role clarity are more important for the former while
supervisor support is more important for the latter. Furthermore, the OC of university
graduates is lower than others’ OC. However, as Japanese expatriate managers
dominate information, decision-making, status, and financial resources, many Japanese
companies have continued to rely heavily on expatriate managers. The reason for such
circumstances is often said to be that Japanese managers have a negative image of the
skills or abilities of local employees, which at the same time prohibits them from
recruiting highly qualified local employees (NKDR, 2006). In this sense, one of the most

significant problems for Japanese companies might be the inability of Japanese
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managers to completely trust their local employees (Colignon et al.,, 2007). In contrast to
Western companies, jobs in Japanese companies can also be described as flexible at best
and ambiguous at worst, and the scope of work can often vary with the employee’s
personal abilities (Yu & Meyer-Ohle, 2008). So, it is often assumed that Japanese
companies have failed to attract the most talented employees who want to be employed
by a company which provides more authority and specific work division. While this
system 1is increasingly challenged, Japanese companies, despite introducing many
elements of their management style, seemingly have not managed, or even attempted,
to improve their operations in China.

These results coincide with the fact that many Japanese companies have
difficulties attracting university graduates, who prefer to be employed by companies
which offer them good treatment, high discretion, and the chance to utilize the
specialties they developed at school or less . University graduates also tend to be less
interested to having personal relationships with their supervisors. In this sense,
Japanese companies may have to reconsider their HRM practices, especially in terms of
the payment scheme, job autonomy, and job clarity at the workplace, in order to attract
the best university graduates in China. Overall, since Japanese companies in China
have characteristics of both Western and Chinese origins along with balanced HRM,
focusing not only on some particular rewards but also on more varieties of rewards
seems to be effective for enhancing their employees’ OC, especially employees with
weaker educational backgrounds. However, this balanced HRM may not be equally
effective for enhancing the OC of university graduates who prefer extrinsic and intrinsic
rewards to social rewards.

Additionally, let us review the results of the three rewards which showed
unexpected results, 1.e., no significant difference between university graduates and
others in terms of OC. First, we initially expected fatigue to be more strongly negative
in association with OC among university graduates, since they are considered to be
more individualistic and acquisitive regarding work-life balance. Actually, recent
empirical cross-country research shows that employees from individualistic countries
reported a higher perceived workload and higher turnover intentions than their
counterparts in collectivistic countries, while working the same number of hours (Yang
et al, 2012). However, the relationship between fatigue and OC might be stronger in
non-graduates: since they were less accustomed to work practices in modern industries
due to their comparative lack of education, they might be more sensitive to the stress of
adapting to regularity and discipline (Kerr et al., 1960). If these possible effects cancel

each other out, it may be that fatigue did not have a meaningful way to differentiate
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them insofar as its relationship with OC.

Regarding another contradictory result, i.e. that co-worker support showed no
significant difference in terms of OC between university graduates and others even
though the former is considered to be more correlated with OC than the latter, we may
attribute it to the culture of this country. Namely, people who strongly value seniority in
their human relations, due to the influence of traditional Confucian culture, may rely
more on employer relations, especially when they have not experienced higher
education. This is because supervisor relations are not merely related to collectivism
but also to the ethical view which has generally taken root in Chinese society. On the
other hand, relations with co-workers are considered to be less related to Confucian
traditions and may not reduce the importance of co-worker support even given higher
education.

On the other hand, the finding of no significant difference between graduates
and non-graduates in the association of training and OC may have to do with financial
constraints and training mismatches. Although university graduates may require a
larger quantity and higher quality of training than other employees, such requirements
may not be fulfilled easily if the company cannot afford to provide such opportunities.
This kind of mismatch may be larger for university graduates than for others, as
graduates have already cultivated specialties at school so they experience a larger skills
gap than other employees. However, this result may also be partly due to the
inadequate education systems of Japanese companies, which exclude HCNs from senior
promotion opportunities and from managerial training programs (Froese & Kishi,
2013).

The findings of this study have important implications for senior management
in Japanese and other companies in China. In addition to improving the extrinsic
benefits of employees, managers should focus on improving social and intrinsic rewards
to foster greater OC. Although Japanese companies have focused more on social
rewards to foster greater OC, by creating opportunities for employees to interact with
each other inside and outside of the workplace, managers might also be encouraged to
pay attention to intrinsic rewards, taking more of a participative approach and seeking
input from their subordinates in the decision-making process. They can also improve
extrinsic rewards, enriching payment and subsidiary schemes to be more attractive.
Furthermore, to attract more long-term talented and skilled employees, who are
typically university graduates, managers should emphasize intrinsic and extrinsic

rewards over social rewards.
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Study Iimitations and suggestions for future research

The main limitation of this research involves reliability. This study used
self-report data from individual respondents, which may have resulted in common
method bias. Future research might consider the inclusion of supervisor-rated scales to

reduce this bias and strengthen the study design.

Conclusion

The purpose of this study was to investigate the relationship among extrinsic
rewards, intrinsic rewards, social rewards, and the organizational commitment (OC) of
27,854 employees who work for 64 Japanese manufacturing companies in China.
Hierarchical regression analysis revealed that variables included to measure extrinsic,
social, and intrinsic rewards were strongly related to OC. These findings suggest that
the antecedents of organizational commitment in Japanese companies are different
from those in other kinds of corporations in China, where extrinsic and social rewards
are more correlated with OC than intrinsic rewards. They also differ from companies in
the West, where intrinsic rewards are more correlated with OC than extrinsic and social
rewards. Overall, balanced HRM will work best given Japanese companies’ combination
of Western and Chinese characteristics. Managers should not simply focus on one
particular type of reward but offer a variety of rewards to enhance employees’ OC,
especially for employees with less formal education.

The comparison between university graduates and non-graduates showed that
extrinsic and intrinsic rewards had a stronger influence on OC for graduates, while
social rewards had a weaker influence, suggesting that university graduates are more
individualistic than other employees. As Japanese companies are sometimes said to be
less attractive as workplaces, especially for university graduates, the results of this
research could be utilized to reconsider future human resource management of these
companies, to help them attract and employ the best employees who can contribute to

the companies on a long-term basis.

Note
This research was done as a project of International Economy and Work Research

Institute when the researcher was a member of it.
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