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Determinants of Successful Administration of Merit-based Personnel Treatment
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Owing to the experience of long recession, Japanese companies have shifted their
systems of personnel treatment, getting rid of the old senioriy system and introducing the
merit system. Yet, employees in those companies are unwilling to accept the new
system and observe it implemented poorly. Purpose of this study is to evaluate the
effectiveness of the merit system empirically. Specifically, the study provides survey
results of the employee judgment regarding the success of merit system, identifies
reasons for the introduction of the system from employee perspectives, and investigates
the determinants of successful administration of the system based on individual merit.
Data were collected from 231 Japanese employees working at seven large companies.
Results found that 38.4 percent of employees rated the merit system as functioning
poorly, though a half of them responded neutrally. Secondly, employees saw the reasons
of system administration in three groups, i.e., widening gaps in personnel treatment,
increasing productivity, and promoting fairness. Thirdly, decrease of wage gaps and
increase of promotion speed differences in a cohort, improvement of individual and
organizational motivation levels, and fairness in performance appraisals were the

important factors for the successful administration of merit-based freatment.
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