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[bookmark: _Toc21130]Executive Summary
In the second half of the last century, both China and Japan have achieved world-renowned development achievements. From 1961 to 2000, the average annual GDP growth rates of China and Japan were 7.76% and 4.98% respectively. (World-bank,2022) (World Bank Open Data CN)(World Bank Open Data JP)During this period, the different lifetime employment systems adopted by the two countries were widely considered to be an important boost to the economic development of both countries. But after the real estate bubble burst in the 1990s, Japan's economy fell into a 30-year stagnation cycle. The seniroity-system widely adopted by Japanese companies during this period is considered to be one of the main reasons for Japan's stagnation. During the same period of time, China learned from Japan's experience and made targeted adjustments to the lifetime employment system of state-owned enterprises. This human resources system reform, coupled with other institutional reforms, increased the total market value of China's state-owned enterprises from 12,497.5 billion in 1997 to 154,914.2 billion in 2016 (a growth rate of 11.4 times) (Lin et al., 2020) During the same period, China's total GDP increased from 9,616 billion increased to 12.31 trillion. (Growth rate is 12.8 times) (World-bank,2022) As a former employee of CETC which is an SOE of China I can say that the human resources reform of Chinese state-owned enterprises has successfully greatly alleviated the corporate rigidity problem caused by the Japanese-style lifetime employment system without changing the lifetime employment system. The main purpose of this article is to use Honda and CETC as cases to analyze the reasons for the formation of the lifetime employment system in China and Japan, the similarities and differences, advantages and disadvantages of the systems, the shaping of corporate culture and the employment system reform of Chinese SOEs in the later period and its impact.
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[bookmark: _Toc14110]Introduction
As a region with a long historical process independent of the Western world, the Confucian cultural circle in East Asia has a very different historical and cultural background. In this context, the HR system of East Asian companies is naturally very different from the HR system of companies in Western countries. This difference has led Japan's large enterprises represented by Honda and China's SOEs represented by CETC, two of the country's economic pillar enterprises, to adopt the lifelong employment system. This employment system is very different from the liberal employment system in the West. The advantages of the lifetime employment system brought great help to the reconstruction of China and Japan after World War II. It also enabled the two countries to maintain long-term macroeconomic growth during the early and middle stages of the Cold War. However, the inherent shortcomings of the lifetime employment system also caused the two countries to fall into economic stagnation at the end of the Cold War. The response measures adopted by China and Japan after the issue of lifetime employment became apparent will also determine the economic development of China and Japan in the next few decades.


















[bookmark: _Toc14490]Main discussion

[bookmark: _Toc20378]Culture background of East Asia
Confucian culture is the core of the culture and social systems of East Asian countries such as China, Japan, and South Korea. As a culture that emphasizes loyalty and collectivism, Confucian culture gives countries that adopt it as core values a strong sense of stability and collectivism. This is very different from the Western world that emphasizes freedom and individualism.	
[bookmark: _Toc20846]Honda’s HR system and reasons for its formation
Honda, Japan's second largest automaker and the world's fifth largest automaker, has more than 200,000 employees and total assets of nearly US$60 billion. (Yahoo, 2024) Such a technology-intensive enterprise with production as its core business naturally requires a large number of skilled workers and experienced managers who have a full understanding of the entire production process. It can be regarded as one of the typical representatives of Japanese manufacturing companies. As a typical Japanese manufacturing company, Honda's personnel system naturally needs to meet two main requirements. The first is to meet the requirements of manufacturing enterprises for stable production organization and environment. The second is the requirement of mutual loyalty and understanding between individuals and organizations that meets the requirements of Confucian culture, which is close to feudalism. (Harada, 2001) The seniroity-system commonly used by Japanese companies satisfies this requirement very well. First, as a lifelong employment system, the Honda as a whole is considered obligated to ensure the steady improvement of the living standards of its employees. Since employees are certain that they will be employed by the company for life, they also believe that they have the obligation to continuously contribute to the Honda. This forms a model in which Honda dare to invest a large amount of resources in employees. So that Honda increase profits by increasing the unit output of employees. This highly dependent employment system satisfies Japanese culture's cultural needs for mutual loyalty and understanding between individuals and collective organizations. Secondly, the most important assets for the industrial production process are skilled workers and engineers who are familiar with the entire production process. These valuable human resources are a prerequisite for ensuring that the factory can produce products of stable quality with extremely high efficiency. The human resources system adopted by Honda and its fellow Japanese companies ensures an extremely low turnover rate for such important employees. Because under the lifetime employment system, casual resignation is often regarded by the entire industry as a betrayal of the original employer rather than a personal choice. This cultural environment gives Honda employees both a sense of job security from the environment and pressure from the environment that prevents them from resigning at will. The low employee turnover rate caused by the latter ensures that Honda can ensure the stability of production through HR management to the greatest extent. This created the quality myth of Japanese manufacturing that began in the second half of the last century. Finally, it is different from Western countries that have completed industrialization with free capital. As a late-developing country, Japan's industrialization process is completed by national capital led by the government. This makes the Japanese government a hidden shareholder of its industry. Even the Allied occupation after World War II failed to change this system. Like all governments, stability is what the Japanese government pursues. Therefore, the lifelong employment system and the culture that the companies it represents should take care of all aspects of their employees' lives are also hidden shareholder requirements of all Japanese pillar companies like Honda.

[bookmark: _Toc27627]CETC’s HR system and reasons for its formation
CETC is an SOE mainly engaged in the electronics industry with more than 140,000 employees and total assets of more than 70 billion US dollars.(Sina,2022) Similar to Honda, CETC is also a technology-intensive production company. It is also a typical representative of China's SOE. As a state-owned enterprise fully funded by the Chinese government, it dispatches personnel to manage, provide raw materials, production means, and production technology. There is no doubt that the most important factor affecting CETC's HR system is the external factor of shareholder pressure. In the electronics industry, this has not fundamentally changed even today. (Carney, 2019) Therefore, the employment system used by the predecessor of CETC before the reform of the HR system of state-owned enterprises in the 1990s first met the following requirements.
1. Provide large quantities of high-quality electronic equipment to ensure the construction of national defense and key projects.
2. Ensure that highly educated talents assigned to CETC by the state can be put to good use in the long term. After all, before the 1990s, China's illiteracy rate had always exceeded 20%. In 1949, China's illiteracy rate was 80%. The highly educated labor force was the most valuable resource in China at that time. (China: Adult Literacy | Statista, 2023) 
3. Be able to concentrate efforts to deal with a war that may break out at any time.
From the above requirements, it can be seen that lifetime employment, an HR management system that can achieve the greatest degree of control over employees and maintain the stability of the production process to a large extent, became the first choice of the predecessor of CETC. However, different from Japan, China’s education system was fully financed by the government before the education reform in the end of 1980s. (Hu, 1994) So that the employees of Honda choose to enter their career by themselves. While the employees of CETC at mean time are assigned to their job by the government. That caused a major difference between two lifetime employment system. As you can tell that the lifetime employment system in Japan provide more freedom to its employees to a degree that their initiative can be inspired. The lifetime employees in Japan are more enthusiastic about work. (Lin et al., 2020) It can be seen from the above that the seniority-based system Honda and many other Japan companies used fit the idea of “Train people well enough so they can leave, treat them well enough so they don’t want to.” (Whitcroft, 2021) However, China's lifetime employment system does not provide employees with enough freedom, so it is difficult for employees to feel that they are "treat well enough" when the input costs are similar.
But considering that both are lifetime employment systems, companies tend to have a greater bargain power. And because employment contracts are longer, companies will be more cautious when hiring. This often results in companies being reluctant to hire people with whom they are unfamiliar or who possess controversial traits. For example, you can hardly see any immigration especially the race with a deeper color skin in both two kinds of companies. It is a result of the system. This may also be an important reason why Japan missed the Internet revolution.
[bookmark: _Toc7993]China SOE’s HR revolution
After China implemented the reform and opening up policy in the 1980s, CETC's HR system was also reformed like many other SOEs in China. For graduates with outstanding performance who can be hired for life, priority will be given to employment contracts of 3 to 5 years. During this period, as long as you pass the KPI assessment, you can get a second, longer employment contract. If you can continue to pass the KPI assessment during the second contract, you will be employed for life. For graduates with poor performance or those applying for non-core positions such as security guards and cleaners, a labor dispatch employment model will be adopted. In this case, unless they have made very outstanding contributions, the dispatched employees will sign a labor contract with CETC every three years. It can be seen that this employment model not only ensures a high degree of stability in the core production and R&D departments, but also ensures to a large extent that employees can freely plan their careers. (Naughton & Tsai, 2015) 

[bookmark: _Toc5359]Problems that Honda encounter due to its HR system
As can be seen from the above, the operation of Honda's HR system is highly dependent on Japan's unique cultural and social background. However, with the deepening of globalization, Honda's production department has also had to start building factories overseas in pursuit of cheaper production factors. (Singh & Srivastava, 2019) This means that if Honda's HR system cannot adapt to local conditions, it will cause serious problems. Its recent labor disputes in India are a manifestation of this problem. (Nitin et al., 2023) Because the seniroity-based system adopted by Honda is not in line with India’s employment tradition, and Honda has not formed an effective cooperative relationship with India’s labor unions. (Krishnan, 2020) As a result, its Indian workers were prompted by a prolonged strike. (Rayat Bahra University & Mohali, 2021)This kind of problem could have been avoided by introducing an HR system that adapts to foreign cultural and social backgrounds. (Subramanian et al., 2020) Specific to the case of India, this can be accomplished by “creating components for tending to laborer issues, like complaints and amassed complaints of representatives (Haralayya, 2022)” or establishing smooth communication between management and production levels. Information exchange channels to solve. (Us, 2021) (Nikmah et al., 2022) CETC has avoided similar problems when handling overseas business due to its dual-standard employment system. The labor dispatch system it adopts for non-core employees is basically the same as the internationally accepted employment system. This makes except for a few managers, almost all employees in its overseas projects are labor dispatch employees, and even many employees and managers dispatched from its China headquarters are also dispatched.

[bookmark: _Toc32027]Problems that CETC encounter due to its HR system
Being single does not mean that CETC's HR system is perfect. At least in my opinion, its HR system still has the following two flaws. First of all, whether an employee can be hired for life still largely depends on his academic qualifications and school performance. This leaves graduates who are good at problem-solving but poor at exams facing huge inequities throughout the system. Secondly, its practice of only providing labor dispatch contracts to foreign employees also has huge hidden dangers. Currently, CETC's overseas projects are limited to providing products and project construction to foreign customers. This leaves its overseas employees largely relegated to short-term contracts in the home country's labor market as construction workers, security guards, support staff and translators. But in the future CETC may also need to establish overseas production and R&D centers. Then this obviously discriminatory policy will inevitably cause serious labor conflicts like Honda. However, as an SOE, CETC cannot provide a large number of lifetime employment contracts to foreign employees.

[bookmark: _Toc16410]Conclusion & Recommendations
The suggestion for Honda is to follow the human resources system reform adopted by China's SOE in the 1980s and 1990s. Reduce the proportion of tenured employees on the workforce to increase labor turnover and employee motivation. China's proposal is completely different. In addition to the restrictions on the proportion of dispatched employees, the opportunities for dispatched employees to be converted into lifelong employees should also be increased. In addition, if possible, labor dispatch contracts should be given to all fresh graduates equally when recruiting them. After several years of assessment, a decision will be made based on the assessment results whether to provide a lifetime employment contract. On the other hand, HR managers should also be given certain discretion. To ensure that the concept of collectivism goes too far and infringes on the autonomy of employees. Such changes should avoid conflicts between different types of employees. After all, if the proportion of dispatched employees is too high, tenured employees may look down on dispatched employees. And because companies do not trust dispatched employees, they are unlikely to allow dispatched employees to participate in core tasks. This limits the use of human resources. As for CETC's future HR system overseas, I think we can establish a wholly-owned subsidiary for overseas business and adopt a comprehensive contract employment system in the subsidiary. For employees with lifetime employment who are dispatched to manage subsidiaries, they can retain their employment relationship with the CETC parent company and use their positions in the subsidiaries as part-time jobs. This ensures that these individuals will not lose their lifetime employment contracts and that all employees of the subsidiary will be non-tenure-time employed.
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