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Why So Many Companies in Japan
Nowadays Use Programs of “Pay for,Performance”

Yoshimitsu MIKI

Abstract

Though it's written in the business text-book that the current HRM (Human Resource
Management) philosophy has been based on the concept of “Pay for Performance” in the 21th
century, will it be the best one of HRM in Japanese companies ?

In the increasingly competitive environment, almost all firms in Japan have recognized the
need for higher levels of performance appraisal for pay system in HRM.

Pay for Performance is the process through which companies ensure that employees are
working toward organizational goals. This certainly serve as one of the means available to
organizations to gain competitive advantage.

No matter how well pay programs for performance appraisal system are designed, they will
not be effective if improperly implemented. Specifically, individuals should perceive a strong
relationship between their performance and the rewards they receive. If rewards are not allocated
completely on performance factor, which is heavily influenced by the accuracy and fairness of
rating that managers supply, employees are likely to reduce their efforts.

Japanese companies are chiefly responsible for implementation. They must complete the rating
and provide feedback to employees. Furthermore, when “Diversity Competency Model for
- Individuals” is used, the companies must collaborate with employees to set performance goals.
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The Resource-Based View: Relationships Between Assets, Capabilities,
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+ x Capabilities = Competencies e Competitive Advantages
Intangible Assets

l Assets combined with capabilities produce competencies that can yield competitive advantages.
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THE 360-DEGREE ASSESSMENT : As a final step in this thorough, balanced approach
to performance management, a growing number of organizations are creating what are
commonly known as 360-degree assessment processes, in which input is gained from a
variety of key people. These frequently include not only supervisors, but peers,
subordinates, the employees themselves, and internal and external customers who might
include people in other departments, suppliers, and contractors. In short, anyone who
has a stake in or is impacted by that person's performance may be involved in the
process. While such processes have the potential to provide highly accurate measures of
development and performance, 360-degree assessment requires more than simply
garnering opinions from a few additional people. Like the rest of the performance
management process, any assessment tool should measure the development of critical
core competencies rather than focus on the skill and knowledge that a person has to
acquire. Competencies provide the best platform for the 360-degree assessment because
they are research-based, are proven to impact performance, and are behaviorally
anchored. To be effective, however, these competencies must be clearly stated and
understood by those involved in the evaluation. [Flannery, T. & Plantten, 1996: : 217].
The 360-degree appraisal also can play a major role in helping the organization change
its culture. Shifting to this more democratic approach sends out a very strong message
to employees: They are now integral players on a much bigger team. And their effort-
their performance-is critical to the success of that team. No longer can they view
themselves purely as individuals, accountable only to themselves and to their
supervisors. Everyone, including their peers, has a vested interest in how well they do,
and ultimately a voice in judging how well they are performing.Ultimately, the 360-
degree evaluation provides the people-to-people leverage that is not found in traditional
performance management processes. Organizations that have implemented 360-degree
assessments find that people-employées and managérs alike-become not only more
productive, but also a little nicer. They are more caring, cooperative, and, ultimately,
more trusting. After all, they now live in the same “universe of consequence,” where
mutual accountability is critical to the success of the organization and everyone in it.
[Flannery, T. & Plantten, 1996 : :219] ' '
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WEAKNESSES: MBO presents several potential problems, five of which we discuss here.
First, although it focuses an employee's attention on goals, it does not specify the behav-
iors required to reach them. This may be a problem for some employees,especially new
ones, who may require more guidance. Such employees should be provided with s “action
steps,” specifying what they need to do succesfully reach their goals. Second, MBO also
tends to focus on short-term goals-goals that can be measured by year's end. As a result,
workers may be tempted to achieve short-tern goals at the expense of long-term ones.
Third, the successful achievement of MBO goals may be partly a function of factors out-
side the worker's control. Should individuals be held responsible for outcomes influenced
by such outside factors? While some HRM experts would say “yes” because winning is
ultimately the responsibility of the manager, others would disagree. The dissenters
would claim that the team's poor showing is not indicative of poor management and,
therefore, the manager should not be penalized. Fourth, performance standards vary
from employee to employee and, thus, MBO pfovides no common basis for comparison.
For instance, the goals set for an “average” employee may be less challenging than those
set for a “superior” employee. How can the two be compared? Because of this problem,
the instrument's usefulness as a decision-making tool is limited. Fifth, MBO systems
often fail to gain user acceptance. Managers often dislike the amount of paperwork they
require and may also be concerned that employee participation in goal setting robs them
of their authority. Managers who feel this way may not properly follow the procedures.
Moreover, employees often dislike the performance pressures it places on them and the
stress that it creates. [Kleiman, L., 1997 ; 234]
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What we discovered as a result is that we do not think of competency to manage
diversity as acquiring a list of skills; rather, we define diversity competency as “a
process of learning that leads to an ability to effectively respond to challenges and
opportunities posed by the presence of social-cultural diversity in a defined social
system.” [Cox, T., & Beale, R., 1997 : 02]
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