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Abstract
There is scarce research in Japan on how companies implement inclusion from a management perspective. To fill
this research gap, this study empirically investigates the mechanism by which employees’ perceptions of inclusion
affect retention using a questionnaire-based online survey of Japanese full-time employees. Our hypothetical model
shows the mechanism by which perceptions of inclusion impact retention of employees working in Japan by
considering such factors as well-being, fairness, and job satisfaction. The fit of the model and the significance of
the paths are verified by covariance structure analysis. We find that, in Japan, inclusion, fairness, well-being, and
job satisfaction are important indicators that affect retention and make a certain contribution to the problem of
mismatch between companies and human resources. Looking at each relationship, increased inclusion increases
fairness, job satisfaction, and decreases well-being. In addition, increased fairness, job satisfaction, and decreased
well-being reduce intent to leave. Meanwhile, the influence of distributive justice on retention is not supported,
while a direct effect of inclusion on retention is not supported. Our study contributes to the literature by considering
the perspective of how employees perceive inclusion.
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INTRODUCTION
In recent years, human resources and work styles have become more diverse in the Japanese workplace.
To diversify human resources, companies are implementing diversity management to incorporate various employee
types with respect to gender, nationality, and disability. Diversity management research and corporate initiatives
have also pointed to the need for employee inclusion in recent years (Neharika and Chari, 2015).
However, in Japan, there is scarce research on how companies implement inclusion from a management
perspective, the factors that lead to employee perceptions of inclusion, and how such perceptions influence
employee behavior. Accordingly, this study focuses on employee inclusion and examines the mechanisms by which
employees’ perceptions of inclusion affect retention. Although some research has been conducted on the effects of
the perceptions of inclusion on retention (Mor Barak et al., 2006; Buttner et al., 2012), most is based outside of
Japan, and it is not clear whether the same results would hold in the Japanese employment environment, where
unique employment practices persist. Therefore, in this study, we conduct a questionnaire survey of Japanese
employees to determine the mechanism by which their perceptions of inclusion affect retention in Japan. The fit of
the model and the significance of the paths were verified by covariance structure analysis and Amos 25.0.0 was
used as the statistical analysis software. Conclusively, this study attempts to provide the mechanism to encourage
employee retention in a company in Japan.
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2 LITERATURE REVIEW
2.1 Conceptualization of diversity and inclusion
2.2

The need for retention
Employee retention means keeping employees in the organization. Companies are extremely concerned
about employee retention. The first reason is the time and cost of hiring new employees to replace those who leave.
Second, if the employee who leaves is competent, the workload of other employees increases, as they have to take
on the duties of the departed employee. Third, the personal relationships and implicit understandings built between
a salesperson and his or her counterparties in client companies could be lost when the salesperson leaves.
Meanwhile, if a company executes effective retention management, employees can be expected to stay, and if the
company spends time training and educates its employees, it should be able to take advantage of their enhanced
capabilities in the future. The longer employees work at a company, the easier it is for them to develop their careers
(Yamamoto, 2009). For these reasons, retention is an important issue for both companies and employees. In Japan,
the average length of employment is shorter for women than for men. Therefore, retention management for women
is probably necessary.
As described, perceptions of inclusion require the participation of diverse personnel in the group or
organization as a whole (Mor Barak, 2017). To move up the hierarchy, an employee must have worked at a
company for a certain number of years. Perceptions of inclusion involves the promotion of a diverse workforce and
the retention of employees.
In summary, perceptions of inclusion can affect employee retention; some studies indeed show that worse
perceptions of inclusion among employees increase their intent to leave (Mor Barak et al., 2006).
Model
This study analyzes the effects of employees’ perceived inclusion on retention. Retention has been
defined in various ways in previous studies, but in general, it refers to measures and behaviors that encourage
employees to stay in an organization. In previous studies that measure employees’ intentions with respect to
retention, some use the intention to continue or remain in an organization as the measurement index (Mellor, 1995;
Tsui et al., 1992), while others use intention to leave or change jobs (Ehrhart, 2004; Simons and Roberson, 2003).
Mor Barak et al. (2006) show that reduced employee-perceived inclusion increases employee intent to leave. In
addition, Sabharwal (2014) states that increased perception of inclusion due to diversity management positively
affects length of employment. These observations show that the effect of inclusion on retention does not vary with
the choice of measurement index.
The variables that mediate the impact of inclusion on retention are job satisfaction, well-being, and
fairness. Job satisfaction has been shown to be positively affected by increased inclusion (Acquavita et al., 2009;
Mor Barak and Levin, 2002; Mor Barak et al., 2006), and increased job satisfaction has been shown to have a
negative effect on intent to leave (Kuriko and Igawa, 2012). In addition, increased inclusion is positively related to
well-being (Mor Barak et al., 2006; Shaufeli et al., 1996), and increased well-being positively affects intention to
remain (Veldsman, 2003). Finally, it has been noted that as inclusion increases, the perception of fairness increases
(Cho and Mor Barak, 2008), and increased fairness positively influences intention to remain (Veldsman, 2003).
Previous studies have also pointed out the relationship between variables excluding inclusion and
retention. According to Colquitt (2001), the perception of fairness by organizational members positively impacts
job satisfaction. Similarly, the impact of fairness on job satisfaction has been noted in many studies (Maxham and
Netemeyer, 2002; Siu et al. 2013). Mor Barak et al. (2006) point out that increased fairness has a positive impact
on well-being, and that increased well-being has a positive impact on job satisfaction.
H1：increased perception of inclusion due to diversity management positively affects length of employment
H2：increased inclusion affects job satisfaction positively.
H3：increased job satisfaction has been shown to have a negative effect on intent to leave
H4：increased inclusion is positively related to well-being
H5：increased well-being positively affects intention to remain
H6：as inclusion increases, the perception of fairness increases
H7：increased fairness positively influences intention to remain
H8：the perception of fairness by organizational members positively impacts job satisfaction
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H9：increased fairness has a positive impact on well-being
H10：increased well-being has a positive impact on job satisfaction
Based on the above, this study establishes a hypothetical model, as shown in Figure 1, and clarifies the
mechanism by which perception of inclusion impacts retention of employees working in Japan. .

Figure1:

The survey model of this study
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(Created by the author)
3 METHODOLOGY
3.1 Scope and procedure
A questionnaire-based online survey was conducted with full-time employees excluding management
(men and women aged in their 20s–50s), working in corporations. The number of valid responses was 200 from
200 survey respondents (valid response rate: 100%). The sample composition was 100 men and 100 women: 24
men and women aged in their 20s, 24 in their 30s, 26 in their 40s, and 26 in their 50s. The survey period was
October 3–8, 2019 for the first survey and March 20–21, 2020 for the second survey.
Scales
For inclusion, we used Michalle and Barak’s (2017) measure of perception of inclusion in the workplace.
For each question, the respondents were asked to respond using a six-point Likert scale (1=does not apply at all to
6=applies very much). Employee perception of inclusion was the combined mean of the 15 items, and this was
used as the independent variable. Regarding well-being, responses to each question were sought by a four-point
Likert-scale method using GHQ-12, a 12-item questionnaire created based on the General Health Questionnaire
developed by Goldberg (1972) as an index to measure mental health (Iwata et al., 1988; Shinno and Mori, 2001),
and well-being scales were the combined mean of the 12 items. This well-being scale means that high score is
unhealthy. Accordingly, in this study, the scores on the well-being index were reversed. Job satisfaction was
measured by five items based on Tanaka (1998). Responses to each question were sought on a five-point Likert
scale (1=does not apply to 5=applies).Fairness was used as a sub-concept, with three items on procedural justice
based on McFarlin and Sweeney (1992) and four items on distributive justice based on Kim et al. (1996). Responses
to all items were sought on a five-point Likert scale (1=does not apply to 5=applies).Regarding retention, intent to
leave was used as a measure of retention by two items based on Yamamoto (2009). Responses to each question
were evaluated on a five-point Likert scale (1=does not apply to 5=applies).
Scale validity
In order to confirm the dimensionality of each variable, an exploratory factor analysis (EFA) of the
items for each variable set in this study was conducted. The maximum likelihood method was adopted for all
variables except for retention, and the Promax rotation was applied for the factor extraction method. In terms of
retention, EFA was conducted using the principal factor method (varimax rotation) due to the small number of
items (2). Kaiser-Meyer-Olkin (KMO) measures and Bartlett sphericity tests were used to confirm the adequacy
of sampling and the validity of EFA（Table1）.
⚫
Inclusion
The results of exploratory factor analysis (maximum likelihood method) showed that the KMO value
was (0.877>0.5) and the significance probability of Bartlett's sphericity test was (0.000<0.05), both of which were
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appropriate. The results of the goodness-of-fit test in the one-factor structure also had a significance probability of
0.000 < 0.05, indicating that it was an appropriate number of factors. As a result of the analysis, five items with
factor loadings of less than 0.4 were excluded.
⚫
Well-being
The results of exploratory factor analysis (maximum likelihood method) showed that the KMO value
was (0.884>0.5) and the significance probability of Bartlett's sphericity test was (0.000<0.05), both of which were
appropriate. The results of the goodness-of-fit test in the one-factor structure also had a significance probability of
0.000 < 0.05, indicating that it was an appropriate number of factors. Since the factor loadings were above 0.4 for
all items, we decided to use the indices of the previous studies in this study.
⚫
Job satisfaction
The results of exploratory factor analysis (maximum likelihood method) showed that the KMO
value was (0.859>0.5) and the significance probability of Bartlett's sphericity test was (0.000<0.05), both of which
were appropriate. The results of the goodness of fit test in the extracted one-factor structure also showed a
significance probability of 0.072 < 0.10, indicating that the number of factors was appropriate. Since the factor
loadings were above 0.4 for all items, we decided to use the indices of the previous studies in this study.
⚫

Justice
The results of exploratory factor analysis (maximum likelihood method) showed that the KMO value
was (0.881>0.5) and the significance probability of Bartlett's sphericity test was (0.000<0.05), both of which
were appropriate. The results of the goodness-of-fit test in the two-factor structure also had a significance
probability of 0.072 < 0.10, indicating that the number of factors was appropriate. Since the factor loadings were
above 0.4 for all items, we decided to use the indices of the previous studies in this study.
⚫
Retention
As a result of exploratory factor analysis (principal factor method), the KMO value was
(0.500>0.5) and the significance probability of Bartlett's sphericity test was (0.000<0.05), both of which were
appropriate. Factor loadings were above 0.4 for all items, so we decided to use the indices from the previous
studies as they were in the present study.
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Table1：Results of EFA
Variable

Factor loadings

item

inclusion

F1
ic10. I am often invited to contribute my opinion in meetings with management higher than my immediate supervisor.

0.850

ic12. I am often invited to participate in meetings with management higher than my immediate supervisor.

0.785

ic 6. I am usually invited to important meetings in my organization.

0.780

ic4. I am able to influence decisions that affect my organization.

0.768

ic 7. My supervisor often asks for my opinion before making important decisions.

0.765

ic1. I have influence in decisions taken by my work group regarding our tasks.

0.746

ic11. I frequently receive communication from management higher than my immediate supervisor (i.e., memos, e-mails ).

0.734

ic 9. I am invited to actively participate in review and evaluation meetings with my supervisor.

0.723

ic14. I am always informed about informal social activities and company social events.

0.559

ic13. I am often asked to contribute in planning social activities not directly related to my job function.

0.425

ic2. My coworkers openly share work-related information with me.

0.339

ic3. I am typically involved and invited to actively participate in work-related activities of my work group.

0.320

ic15. I am rarely invited to join my coworkers when they go for lunch or drinks after work [R].

0.238

ic5 I am usually among the last to know about important changes in the organization [R].

0.219

ic8. My supervisor does not share information with me [R].

0.181

F2

well-being
wb8. Been feeling unhappy or depressed?

0.862

wb9. Been losing confidene in yourself?

0.794

wb6. Felt constantly under strain?

0.747

wb7. Felt you couldn't overcome your difficulties?

0.714

wb10. Been thinking of yourself as a worthless person?

0.670

wb5. Lost much sleep over worry?

0.638

wb3. Been able to enjoy your normal day-to-day activities?

0.634

wb4. Been able to face up to your problems?

0.544

wb11. Felt you are playing a useful part in things?

0.524

wb12. Been feeling reasonably happy, all things considered

0.510

wb2. Felt capable of making decisions about things?

0.510

wb1. Been able to concentrate on what you are doing?

0.474

pj4. How fair are the procedures used to communicate performance feedback to employees?

0.980

-0.077

pj3. How fair are the procedures used to determine salary increases?

0.948

-0.060

pj1. How fair are the promotion procedures?

0.694

0.175

pj2. How fair are the procedures used to evaluate employee performance?

0.438

0.195

-0.126

0.826

dj2. I am rewarded fairly considering the responsibilities I have

0.104

0.735

dj3. I am not rewarded fairly in view of my experience

0.266

0.643

justice
procedural justice

distributive justice dj1. I am rewarded fairly for the amount of effort that I put in.(Money and recognition are examples of rewards)

0.691

inter-factor correlation
job satisfaction
js5. I'm happy with this job.

0.859

js3. I am satisfied with my work here.

0.822

js1. I like working here.

0.808

js4. I have no complaints about this job.

0.708

js2. I enjoy going to work in the morning.

0.641

rt1. Currently, I want to move to a different company.

0.866

rt2. I want to quit my current company.

0.866

retention
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Internal consistency of the scales
Reliability analysis was conducted for each scale of this study. For the inclusion variable,
the adjusted total item correlation was extremely low; therefore, the one item with negative
correlations with other items in the inter-item correlation matrix (ic13:“I am often invited to
participate in social activities that are not directly related to work”) were excluded from the
variables, and reliability analysis was conducted again. The same items as in previous studies were
used for other variables.
Table 2 shows the reliability and basic statistics of each scale. After examining reliability
using α coefficients, all variables were found to meet a satisfactory level of internal consistency, as
shown in Table 2.
Table 2: Descriptive statistics for each variable

Average

S.D.

α

Items

Inclusion

3.193

0.776

0.904

9

Well-being

2.210

0.533

0.895

12

Job satisfaction

2.764

0.921

0.878

5

Procedural justice

2.793

0.905

0.897

4

Distributive justice

2.870

0.937

0.831

3

Retention

2.690

0.021

0.857

2

3.2

ANALYSIS
In this study, the fit of the model and the significance of the paths were verified by
covariance structure analysis. Amos 25.0.0 was used as the statistical analysis software for
covariance structure analysis. In the hypothetical model built on previous research, inclusion is the
independent variable, retention is the dependent variable, and fairness (distributive
justice/procedural justice), well-being, and job satisfaction are mediating variables. A path analysis
of the model in Figurer 1 was performed to exclude non-significant paths, and the final model was
selected based on the result. As a result, the paths to retention, well-being, and job satisfaction were
not significant for distributive justice and were excluded from the variables. The direct paths to
retention from inclusion, procedural justice, and well-being were also excluded, as they were not
supported. Thus, H1, H5 and H7 were not supported.
Figurer 2 shows the model with the abovementioned modifications. The path analysis was
performed again with this model, and all paths were significant at the 5 % level (Table 3). Therefore,
Figurer 2 shows the final analytical model. We analyzed the fit of the revised hypothetical model
(Figurer 2). The criteria for determining the model fit in this study are as follows. Referring to the
studies of Browne and Cudeck (1993), Browne and Mels (1990), and Steiger (1989), the following
were used for the RMSEA criteria: 0.05 or less for “very good fit,” 0.08 or less for “good fit,” 0.1
or less for “adequate fit,” and 0.1 or more for “poor fit.” The CFI was made a standard of 0.95 or
higher based on Hu and Bentler (1998, 1999). Next, for GFI, a criterion of 0.90 or more is not
sufficient for a sample size of 50 to 800, as Shevlin and Miles (1998) point out, and thus, we used a
criterion of 0.90 or more for a good fit. According to Toyoda (2007), the AGFI should satisfy GFI
≥ AGFI and should not be significantly lower than GFI. In this study, a minimum of 0.9 was used
as a criterion for a good fit.
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Figure. 2 : Analysis model (modified)

Table 3: Path analysis of the analysis model

Path direction

Estimated value

Inclusion → procedural justice
Inclusion → well -being

.184**
.077*

Inclusion → job satisfaction

.170**

Procedural justice → well -being

.160**

Well-being → job satisfaction

.563**

Procedural justice → job
satisfaction
Job Satisfaction → retention

.504**
-.812**

†p＜.10p, *＜.05, **p<.01

7

The results of the analysis are shown in Table 4. The results of the χ-square test showed
that the goodness of fit of the models was not significant. However, according to Toyoda (1998),
even if the model is rejected, the model is still available if the other goodness of fit indicators
should meet the level when the sample exceeds 200. Therefore, we would like to check the other
goodness of fit indices. Turning to the other goodness-of-fit indices (GFI = 0.927 > 0.90, AGFI =
0.890 < 0.90, RMSEA = 0.69 < 0.1, and CFI = 0.960 > 0.95), indicating a high model fit, though
AGFI was not sufficient. Thus, H2, H3, H4, H10 were supported. On the other hand, with regard
to justice, the H6, H8 and H9 were partially supported because the hypothesis was supported for
procedural justice, but not for distributive justice.
Table 4: Fit indicators for the analytical model
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DISCUSSION
In the analysis section, we used a questionnaire to empirically examine the fitness of the
mechanism by which the perception of inclusion affects retention in the Japanese employment
environment, as shown by prior research. The results of the analysis revealed that perceptions of
inclusion influenced retention with fairness, well-being, and job satisfaction as mediating variables,
which was broadly in line with previous research. Looking at each relationship, increased inclusion
increases fairness, job satisfaction, and decreases well-being . In addition, increased fairness, job
satisfaction, and decreased well-being reduce intent to leave. These results are in line with prior
research.
Meanwhile, the results of this study differ from previous studies in that the influence of
distributive justice on retention is not supported and is excluded as a variable, while the direct effect
of inclusion on retention is not supported.
First, the failure to support the effect of distributive justice on retention can be considered
as follows. In Japan, selection for promotion is slower than in the U.S. and all employees are
promoted together 4–5 years after joining the company, after which the first round of selection takes
place. However, even if an employee is omitted from that selection, the opportunity for promotion
lasts for about 15 years, during which time he or she may catch up with the first round of selectees
(Koike, 2005). The duration of these periods is longer for traditional manufacturers, with the first
selection being closer to 10 years after joining the company, and even if candidates are omitted from
the first round, the opportunity for promotion lasts about 20 years (Koike, 2005). Therefore, in the
case of Japan, selection for promotion does not occur immediately after joining a company and
people are promoted in the same way for a certain period of time. Even after the first round of
selection, employees are divided into those who are promoted earlier versus later, and those who are
not promoted in the first round tend to be recognized as catching up with those who were promoted
earlier by a certain time.
Based on the results, it is likely that a lack of distributive justice recognized by employees
at a particular time will be perceived as resolved within a few years. Meanwhile, even if distributive
justice is recognized as being maintained, it will not be regarded as a relative advantage over other
employees, and both cases can be considered as not directly affecting retention.
Next, we consider the following points where a direct path of inclusion to retention was
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not supported. Even though many studies have made the relationship explicit, the present study finds
different results. Previous research has shown that perceptions of inclusion and retention are affected
differently by such attributes as gender, firm size, industry, and length of employment, and further
research is needed to take these factors into account.
5 CONCLUSION
There are three major contributions of this study from both academic and practical
perspectives. First, while most inclusion research has been conducted from the management
perspective, this study organized and analyzed previous research from the perspective of how
employees perceive inclusion. The concept of inclusion was defined as the need to belong and the
need for uniqueness; it depends on the subjective evaluation of the individual employee. Therefore,
this study contributes to the literature by incorporating the perspectives of employees, rather than
just those of management, of the presence or absence of measures.
Second, we investigated the fitness of the mechanism by which perceptions of inclusion
affect retention in a Japanese employment environment. The results of the empirical analysis are
generally in line with those of previous studies. In Japan, we consider that inclusion, fairness, wellbeing, and job satisfaction are important indicators that affect retention and make a certain
contribution to the problem of mismatch between companies and human resources that have been
identified in recent years.
Third, we showed that the impact of distributive justice on retention is not supported in
the Japanese employment environment. The reason for this finding may be due to promotion
characteristics in the Japanese employment environment. This is an important implication that has
not been indicated in conventional inclusion studies.
Future research directions stemming from this study are as follows. The lack of support for
a direct impact of inclusion on retention should be investigated. Although the present study could
not provide a clear reason for this point, there is a strong possibility that differences in the effects of
employee attributes, such as gender, firm size, industry, and length of employment, which have been
pointed out in previous studies, also exist among Japanese workers. We aim to conduct further
research by focusing on the attributes of workers in addition to the characteristics of the Japanese
labor and employment environment.
Acknowledgement: This work was supported by JSPS KAKENHI Grant Number
JP19K01880
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