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PREFACE 

All oraanisations irrespective of size and type without 

exception depend areatly on people, for their creation, 

operation and survival. Economic organisations' interest in 

and concern for· improvement in quality of work conditions and 

productivity have led to the popularity of a nev concept 

called Personnel and Human Resource Development. The 

introducticn of this concept in Japanese business 

organisations and the extent to which it has been inculcated, 

measuring from its effect-size and effect-size variance in so 

far as factors, internal and external to the organisation, 

national and international, have been the main concerns of 

this study on 'Corporate Paternalism in Post-war Japan'. 

A review and analysis of the results of many independent 

studieD celated to large Japanese Trading Corporations' 

policies and problems have been undertaken irrespective of 

their right ·and wrong approach. The results of these studies 

being a base ot this research, albeit resemble an approach 

like a meta-analytical one. However, it certainly is not a 

complete meta-analytical research, due to the short time 

provided for writing a dissertation, during which it vas not 

possible to send out questionnaires to scholars in the related 

area both in Japan and elsewhere. But, I intend to follow this 

approach when I undertake in the due course my Ph.D. 

prograrnmn. 
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The rapid and multifaceted industrial growth of Japan has 

been considered by the world at lar~e as something akin to a 

mir~·~le. The awe generated by this Japanese 'miracle' has led 

to an attempt at ascertaining the factors which have 

contributed to this achievement. This exercise has not only 

been undertaken to whet the existing economic theories but 

also to serve as a model for emulation by the developed as 

well as the developing countries. In order to facilitate the 

achievement of both goals, various studies have been 

undertaken by academicians, both at the macro as well as at 

the micro level of the Japanese economy. The practice of 

Corporate Paternali~m in Japanese corporations is one such 

factor at the mi~ro level which purportedly has had a very 

impor~ant bearing on the personnel management and related 

welfare policies of the corporations. This study will try to 

ascertain and describe those factors, the total effect of 

which enable the company to treat those under its control in a 

fatherly way', especially in regularisins their conduct and 

supplying their needs. 

·At the very outset, I would like to acknowledge my 

profound indebtedness to my supervisor Prof. H.S. Prabhakar 

which is registered through the length of this work. His wide 

kr1owledge in the field of Japanese management studies steered 

me away from makiug many errors of judgement or fact. His able 

guidance and constructive criticism through questions and 

often incisive discussions on the subject, provided invaluable 

encouragement. I wish to place this on record. 
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been appreciable. 

Ma, Didi, Putli and Ansana deserve a special mention for 

their constant mo~al support which helped me tide over all the 

highs and lows which inevitably precede a work of this sort. 

Special thanks to ~ll my friends specially Kitu, Ruehl and 

Sarabjeet who Pdinstakingly sc~nned the manuscript at its 

final stages. 

Finally, I thank Hr. Gajanan He~de and Hr. Ravi Chandran 

for having the~ courage to unravel the mystery of my 

handwriting• and producing this manuscript in the process. 
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INTRODUCTION 

While speak in& of bus incss corporations in geueL-al t erlltt'•. <;; 

paternalism in mana~ement is understood to be an amalgamation ot 

authoritarianism and welfare expenditure for the ~mployees. The 

t er·rn 'Corporate Paternalism' or 'Company Paternalism', may be 

defined "as present when the managerial element assume~ 

responsibilities tor workers over and beyond the basic 

contractual provisions tor wages and routine work in~ 

condi'tion.\:1. " 1 Under such a practice, the nature of the 

relat~onship bet\/een the company and its management, and the 

employees is·· not merely functionally specific, but "diffuse and 

~articulari3tic. ·e The employee is not merely viewed as a factor 

ot production, whet·e, in lieu of offering his services or labour, 

the company remunerates him. Atleast in the Japanese situation, 

employe~ becomes a member. of the company actively 

particLpatinQ in all the activities held under the aegis of the 

company, beainnins from Quality Control Circles to leisure 

related programmes. The company on its part, adop's the role of 

the father figure hy assumlns all responsibilities for the 

welfare of its employees, from ensurins retention of the 

employees in peri0ds of business decline to erantine housing and 
tJ 

religio4s and recr~ational facilities· as well. As a result of 

such a practice, the company, with its whole unit of management 

cadre as well as the blue-collar workers, functions as a vell 

integrated a social unit than just an economic or business 

1. Ro~ert M. Marsh and Hiroshi Mannari, Modernisation and the 
Japanese F~ctory, (Princeton, New Juraey, 1976) p.lO 

2. Ibid., p. 10 

3. R.P. Dore, British Factory-Japanese Factory. The Orisins of 
National Dive~sity in Industrial Relations (Berkeley, 1973) 
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Whereas, the medium and small scale corporations, even if a larQe 

~ 
number of them are subcontracted by the large-scale corpor~tions, 

can seldom adopt such a paternalistic attitude, with all its 

t~inse benefits, towards its employees. Hence, given the limited 

application of Corporate Paternalism, this study will primarily 

be on the large Japanese corporations (referred to as 

'corporation' throughout the diss~rtation) and thus, relate to 

the private sector only. 

EVOLUTION OF THE PRACTICE OF CORPORATE PATERNALISM 

Inspite of a constant research by a section of scholars and 

observers of Japanese industrial relations exclusively from the 

cultural stand point and also the reiteration of the belief that 

this practice evolved continuously from the feudal period, it is 

interesting to 11ote that the history of industrial relations in 

Japan,, from the Heiji period, tells a different story. Andrew 

Gorden 4 has very systematically traced the evolut~on of control 

of manasemen~·over the employees and the gradual adoption of the 

paternalistic attitude towards them in three stages - the first 

spanning from 1850 to 1900, the second from 1900 to 1939 and the 

third from 1939 onwards. Thoueh Japan was still predominantly an 

agricultural nation even by the end of the nineteenth century, it 

was from the middle of the century that lieht industries and to a 

small extent, heavy industries, were sradually making their 

appearance. So, till the end of the nineteenth century, the 

labour force mainly consisted of the artisans retrained according 

to the needs of the emerging heavy industries, and was 

characterised by mobility, as well as a lack of organisation. The 

4 . Andrew Gorden, The Evolution of Labor Relations in Japan 
Heavy Industry, 1853-1955 (Cambridge, Massachusetts & 
London, 1988) 
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urban guilds which had existed during the late Tokugawa period 

failed to adopt themselves to the changing economic conditions 

and hence the possibility of these becoming the champion of the 

growing number of industrial workers was wasted. The unregulated 

lifestyle of the artisans and the journeymen of the preceding 

Tokugawa era was maintained by the workers trained in new 

industrial establishments. Hence, the factories which were coming 

up in the second half of the nineteenth century ~ere confronted 

with the often difficult task of breakins these men intoc ti-1e 

pace of 1ndustrial production and it ~as also an uphill task for 

the union organisers in their bid to promote 'a labour movement. 

The task of orgaaisation of the workers, whether in the factory 

or as a union, ~as made even more difficult because of the 

ambivalent attitude of the typical fteiji labourer to~ards ~ork 

and life. Despite being stricken by poverty, his traits included 

a tendency to gamble, to drink and to be extravagant beyond what 

his means would permit. But on the other hand, he had a strons 
a 

desire for independence and advancement, a spirit of camaraderie 

and also a demand on the society that it accord respect to the 

labourer. Although, the managers of the factories (small 

industries) accused the labour force of indiscipline and a lack 

of work culture, they ho~ever did little to improve the working 

conditions which were definitely unhealthy as well as hazardous 

(the working hours were also very long, stretching to almost ten 

to twelv~ hours a day). G1ven this unprofessional attitude of 

both the workers and the employers, discipline among the former 

vas haturally at a discount and instances of mobility amon~ 

workers very high. However, mobility among workers, whether of 

the heavy industries or small workplaces (the case of the textile 

industry was a little different; given the nature of its almost 



5 

captive labour most of which being women) was not only prompted 

by a desire for higher wages, it was seen also as a "central part 

of the proper ~ worker career"5. Juxtaposed between the 

dissatisfied employer and the 

was the 'Jyakata the master, 

indisciplined and mobile workforce 

or the labour boss. The Oyakata 

could be owners of small establishments, or exclusively, labour 

bosses under contract of large companies or factories for the 

supply of labour, or even powerful foremen, only ~ho could take 

decisions over hiring and ~ases of labourers. The Oyakata were 

basically subcontractors who supplied labourers from the men 

under their authority, fixed their ~ages and occupied a more or 

less independent position bet~een the company and the workers. 

However, by the early 1890s, the number ofOyakatapttached to a 

particular company began to increase and hence the instances of a 

fully independent labour boss began to lose around. By the first 

decade ot the twentieth century, though the earlier degree of 

their preponderance ~as gradually diminishing, the managers still 

could not ignore these men who were skilled)could judge, and had 

experience n~ceasary to organise the workers in the work place 

and aet the work done. So, this whole period from the 1850s to 

1900 was characterised by eith~r an indirect control or very 

lttle contro~. by the managers over the ~orkers, because of the 

nature and characteristics of the labour force itself and the 

presence of stra~ bosses 

Qyakata continued till 

or the Oyakata. The predominance of the 

the early 190'0s because of the 

inefficiency and ineffectiveness of the qualified technicians who 

were gradually replacing the foreign technicians in the factories 

since the 1880s. These graduates hired by the companies as 

Ibid., p. 36. 
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technicians, in ~ddition to lacking a proper understanding of the 

work place, also had a strong sense of social distance from the 

uneducated workers, who happened to belong to the lower class of 

the society. To the workers, these educated supervisors seemed to 

~e totally incompetent to le~itimise their authority over them 

and hence there. was a constant friction between the workers and 

the supervisors. Though the managers controlled work indirectly 

out of necessity, 

systematic mode of 

a few enterprises tried to create a more 

labour supervision. Some tried to bypass the 

authority of the Oyakata by establishing a scale of day wages and 

ranks for the workers, and also by signing selected men to long

term contracts on an individual basis. Some even offered semi

annual bonuses equivalent to one month's wage to workers with 

good records. But the very fact that inspite of these offerings 

by some companies, the mobility of labour did not decrease proves 

that the com~any was unable to draw the workers within its folds, 

and hence was kept dPpendent on the services of the Oyakata. 

Howev~r, from the 1890s, a change in the technology of 

industrial production and the resultant specialisation in the 

work place necessitated a chanae from the inefficiency involved 

in the indirect mangement of labour. The large companies being 

most sensitive to any slight loss of profit due to such 

inefficient labour-management relations undertook to device a new 

structure of direct control of work in the production units. The 

adoption of changed technology necessitated a different and a 

more apt kind of an organisation of work at the factory level. 

The first step towards the implementation of the policies of 

direct control consisted of, on the one hand, the formation of 

small groups of workers at the level of the shopfloor to work on 
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narrowly defioed tasks, and on the other hand, the gradual 

absorption of the yakatainto the company by offerin~ them the 

posts of priviledged foremen who would wield authority over his 

subordinates (the workers), but, according to the directives of 

the management. The incentives offered to theGyakata in exchange 

for their surender to a particular corporation carne in the shape 

of retirement or severance pay, wages pegged to tenure to a 

certain extent, bonuses, savings plan etc. Training programs 

either in the company school or, as in most cases, in company 

sponsored programmes held in local vocational schools also sought 

to cult~vate a core group of committed workers, foremen and 

shopfloor leaders. So, gradually, from this period onwards the 

begincings were being made in the articulation of a paternal 

ideology aimed at encouraging the workers' (supervisors, skilled 

workers) dependence on 

elite gr~dually began 

the company. The capitalist 

to articulate its ideas on 

managerial 

paternalism 

(prodded by a~ undercurrent of official skepticism) as a means of 

seeking to justify its political as well as economic power. The 

ideology of paternalism had more of a practical necessity than of 

a normativ~ value because its purpose was to resist the 

introduction of the factory law by the government and also to 

indicate the gradually emerging institutional structures of 

labour cultivation 

advocates' defence 

conc~pt, drawing 

and control. However, inspite of the 

of paternalism as a progressive and feasible 

its essence from the traditional norms of 

behaviour in Japan, the reformers in the Ministry of Agriculture 

and Commerce did succeed in their bid to introduce a rather weak 

Factory Law in 1916. This law which was actually more of a 

a.esture towards the protection of the interests of the workers, 

and the ensuing ideology of naternalism adopted by most of the 



ccmpany mana~e~s. we~e expected to facilitate the growth of cl 

healthy J.ndustr·jal !><>ciety. 

lr&.spite of these paternalistic overtures, on the part ot the 

employers, the vorkers' reaction vas almost antaaonistic. 

following factors can be made accountable for this antagonism on 

the part of the vorkers: F lrst, the end of the Russo-Japanese wa[· 

in 1907 with its resultant termination of the Wdr-time boom in 

the economy was accompanied by the decrease in real income iu 

view of higher prices and hence a feeling of dissatisfaction 

aznonfl workers. Secondly, there vas an acute 't'esistance on the 

part of the 1./ork .. ers to the 

over them by the company. 

plan of unleashing a direct control 

So, both these issues, as also the 

adverse economic situation of the post-var period and the 

imposit1on of direct control by the corporatio11 precipitated 

industrial action by the 1.1orkers in a numb~r of factories. The 

other factor vhich also caused a feeling of alienation in tl1e 

work place 1.1ere the preferential treatment in the form of 

bonuses, 1.1age increases, company welfare benefits offered to the 

fo~eruen in the factory. This introduced new tensions into the 

~elations of fo~emeu and the workers and hence, between the 

l~tter and the company. In some factories, the attitude was 

sympathetic and in some others, i·t was authori tar··iall and 

tyrranical. The latter kind of an attitude was very evident in 

thP. ca~:>a of the Shibaur·a Enflineering works,• ~o~het'e Suzuki Burtji, 

a self-styled leader ot the Japanese labour founded the Friendly 

Society or· the Yuaikai in J~ugust 1912. Suzuki did not conceive "t 

the Yuaikal as an organisation ot labour along militant lines, 

L>ut a:.. an instrument to socially educate the ~o~orker·s. Thou.sh, the 

o Ibid .. 
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or~anisation was not formed with ~he intention of assisting the 

labourers in their industrial actions against their 

employers/companies, it did work to cultivate among the workers a 

sense of belongingness to the community and towards a str·ength 

that unity would bring about. The acceptance of such aB 

vrganisation tor the welfare of labour is brought out by the fact 

that, the membership of Yuaikai rose from 13 in August 1912 to 

15,000 in 1916. 7 Even in terms of quality of membership, the 

organisation claimed credibility, because most of its members 

were either the skilled workers or even the foremen of the 

factoriea. So, tl1e or~anisation attracted the workers not only by 

virtue of its ideological basis but also by the prospects it held 

for workers to benefit from an interchans of ideas/knowledge 

among the"skilled workors/members. 

The rE>sponsP. of the employees to the formation of such an 

organisation of workers is well exemplified by the case ot 

Shibaura Engineering Uorks. Since the Yuaikai was founded in 

Shibaura, the managers sensed imminent danger from such an 

or~anisation functioning from without and hence, in a bid to save 

the situation, introduced an expensive labour policy, though the 

Shibaura branch of the Yuaikai had succeeded in organising just 

about one-tenth of the total labou~ force of the Shibaura 

Engineering Uorks. The management of S~ibaura introduced a ne~ 

sE't of personnel oolicies covering all aspects of work. This new 
' 

set of factory r~gulations included the following: a) Coverase 

tot illness ot· in jury, b) the sett ina up of an infirmary with a 

doctor and a nurse, c) organisation of a mutual aid society which 

7 Ibid., p.71. 
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had a fun~ administet·ed by the foremen. The fund was supported by 

deductions from the workers' pay as well as a contribution from 

the ccmpany, ·d) Retirement Fund in which the company contributed 

5% of its profit every six m6nths, e) Bonuses which increased 

with tenure and was paid to the worker at the time of retirement, 

f) adoption of an Education Policy under which a separate 

education section was set up. This marked the beginnings of in-

company-training, g) Setting up of a Foremen's Council. This was 

perhaps the most important innovation because this marked the 

initiation of the practice of holding discussions between the 

company officials and the foremen on issues like, pay, work 

duties, aid and treatment of workers. 0 

A more or less similar line of action in terms of the 

adoption of personnel policies was followed by other companies 

like Hitachi Engineering Uorks and Hitsubishi. All these 

companies quickly responded to the emergence ~f a working-class 

organisation, transcending the company framework hopins to nip 

this vague future threat in the bud by siving a concrete form to 

its abstract ideas of paternalism, through the introduction of 

these policies. However, inspite of the adoption of such 

policies, the problem of srapplins with a labour force 

characterised by mobility remained. The scarcity of a skilled 

labour and an accompanying high rate of labour turnover remained, 

also because of a paucity of a sufficient number of vocational 

training schools, and this kept the necessity for the practice of 

in-compaDy-trainin~ in the private sector companies alive. So, 

the adoption of the paternalistic personnel policies did not 

8 Another important feature of the new Personnel Policies was 
that, for the first time, it sought to bring the blue-collar 
workers within the company's folds also. 
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flllly diminish the l:lense of crisis antong the company managers. A 

complex 0£ domestic and i11ternational changes continued to renct~r 

inetfective the instantaneous eftect of these policie~ introduced 

prior to the tirst World War. The war brought on a substantial 

industria'! boom which entailed ·a shot'taee of skilled labour and 

also soarin~ inflation. In addition, the Russian Revolution and 

the Ct'eation of the International Labour' Ot'ganisation pt'ovided a 

tavout'able climate for workers to Ot'ganise themselves. This 

changed political climate at the intet'national level and its 

impact on the economic situatiou withln Japan with a constantly 

soaring t'ate of inflation made union activity attt'active, 

necessary and in view of the scat'city of skilled labour, often 

~:;ur.cessful. So, the post-fit'st T.Jot'ld Uat' situation within Japau 

posed two problems to be solved by the eovernment, managers as 

well as but'eauct'ats. The fit'st two t'elated to the pt'oblems ot the 

old labour' force, problems at'isine inspite o~ the paternalistic 

policies of the ~ompany. The second was related to the problems 

ot the new working cldss which was St'adually organisins itsulf 

along radical ideolol!lical line:J. The working class movement 

reached a pea}. in 1921, a testimony to which is bor·ue by the 

labour-management relations in the Ut'a~~ shipyard. It was durin~ 

this period of labour unrest that another' organisation tot' labour 

welfare called the Kyochokai was formed in 1919. The Kyochokai 

proposed to study and help eliminat~ the causes of labour-capital 

tension by promotin~ cooperation and harmony (KYOCHO) in the 

wo~k-place and society. The first round in the clash of a nascent 

und charged working class movement, with the limited pateriJa11Stll 

otfe~ed by the company managers went in favou~ of the workers. 

Though, none of the labour movements in this period adopted a 

violent .,tance, the manaeoment was nevertheless tor·ced to ~etor·m 
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some of its policies towards the labourers, not only the white 

collar or the foremen but also to a certain extent, the reaular 

shopfloor workers. ~o, the SUbtle tensions between the WOrker dOd 

the management yielded results of the type a violent or militant 

stance on the part of the labour would have. The seemingly 

unilateral decisions and innovations on the part of the 

management, as exemplified by the Shibaura reforms, the decision 

to bring down the working hours from twelve to ten hours per day 

in the Nippon Kokan, or the introduction of a pioneering system 

of seniority wages based on need, by the managers of the Kure 

Naval Yard were actually triggered off by an implicit threat of a 

strik~ 0r .agitation on the part of the workers. It was under 

pressures from the wartime labour shortage and the labour 

movement, that the managers offered to succumb to the demands of 

the labour. The incentives which were granted, such as, a pay 

raise, introduction of bonus and allowances, were more often than 

not, defensive responses to worker demands, or appeasing gestures 

aimed at discouraging the mobility of the skilled labour. 

Irrespective of the nature of the dictates of the situation, the 

response of the management to organised labour in the 1920s was 

expressed in a slightly revised form of ideology stressing a 

cooperative type of paternalism. This changed qualification 

attached to the ideology of paternalism was justjfied through the 

setting up of discussion forums between the representatives of 

the workers as well as managers. Though theoretically, such a 

measure aimed at broadening the Foremens' Council, in practice, 

the discriminatory practices within the workforce, between blue 

dod white collar workers remained. (These concessions were 

granted basically to discourage the affiliation of 

labour to independent labour unions.) So this 

the company 

kind of a 



13 

dissonance between the new ideolosy and the continuation of the 

discriminatory treatment resulted in a continued undercurrent of 

dissatisfaction amons workers as well as a demand for change. 

Among these demands were included two very important bases for 

the post-second Uorld Uar employment system, for example, the 

demand for membership of the company and resular seniority wage 

increases along with a limited use of output wages (or incentive 

wages). At the turn of the century, managers fired workers at the 

slightest indication of a dip in the business and the same 

practice continued even in the post Uorld Uar slump. But labour 

activities in defence of the above mentioned demands had an 

impact on the policies as well as ideas of the manasement. The 

value workers placed on nt~mbership and the tenacity with which 

they defended their jobs in the 1920s drove home the idea that 

the resular workers wanted to be treated at par with the 

superiors·in the organisation as far as membership and respect 

were considered. Though the need for converting this idea into a 

practice struck the workers more than the manasers, nevertheless, 

the latter did show some restraint in their policies of 

retrenchment. This attitude of the manaaers can be exemplified by 

the way the mass ~lsmissals durins the Depression years of 1927-

1932 were conducted, where the aroundwork for the lay-offs was 

carefully laid in consultation with the representatives of the 

workers over issues like, terms of separation and number of 

workers to be retrenched. Similarly, in the realm of wages, the 

demand that wases be calculated with reference to a worker's 

needs and that resular raises should be offered~ for instance, in 

times of expansio~.did not totally fall to deaf ears. Thouah this 

demand could not achieve wide acceptance, nevertheless, it did 

succeed in certain cases, for example, in the case of the 
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Yokohama Dock Company in 1929, where workers' wages were assessed 

on the basis of need.~ However, the possibility of a uniform 

acceptance of such demands by the workers was nullified by the 

fac~ that the labour movement pressures in the inter-war period 

had weakened and hence the management of the company could afford 

to ignore such demands, This kind of a management attitude along 

with an uncertain worker commitment to the corporation dominated 

the nature of the labour-management relations during the inter

war period leaving the system to be characterized as that of an 

authoritarian labour control. 

The second Uorld Uar saw an attempt at fulfilling these 

demands of the workers by the interference of the bureaucracy who 

wanted to recast the system as a more secure one with a more 

predictable set of practices and applicable to a larger portion 

of the work force. The Uelfare ~inistry bureaucrats realized the 

necessity of an application of the idea of 'living wages' for 

workers, not only on grounds of any moral justification, but 

also, given the mobilisation for war, to ensure the workers• 

co11tinued wiLlingness to work. The bureaucratic initiatives also 

sought to systematise the other practices like, the periodic pay 

increase or the use of factory councils. In 1942, the government 

intervened in the affairs of the manaaement of companies 

regarding the setting of the terms of work. It imposed the 

acceptance of a wase system that guaranteed to all who worked in 

a company, a yearly or semiannual pay raise. Hence, this made 

need; the much demanded yardstick for fixing wages, a mandatory 

variable for the calculation of wages. So, the government 

intervention lent the force of law to the customary benefits 

9 Gorden , n . 4 , .p. 4 2 7 . 



expected by workers. The setting up ot the national network ot 

S.;~.npo pa tl: i otic lab<:ur ore.;anisations by the war-time state was 

another instrument aimed at stabilisiu~ the labour relatiottship, 

and to rais~· productivity. Sanpo also emphasised the need tor 

e~uality in treatment of both white-collar as well as the blue-

collar workers aHd 

labourer. 

for respectin~ the contribution of the 

Mo::J t o t the above mentioned war time po~~cies however did 

not have any immediate eftect. Durin& the war, the management ot 

the companies inspit~ of such directives continued with their 

pre-~ar policies. The mana~ers continued and in some cas~s. 

tncreased thJir us& of output pay and also resisted pressures for 

more egalitarian treatment ot workers and staff. The 2ap betweer1 

the labourers' eKpectations and a suitable response from the 

management, resulted in rising absenteeism, a loss of morale and 

declining productivity- all poi11ters to a continuing shop-floor· 

tension. It wQs not until the late 1940s, beginning from the 

post-war years, that a uew wave of worker enthusiasm tor 

•lemocratlslng the work place swept away these practices. 

In the fir~t two years after the Second Uorld Uar, organised 

worker~ eained a lot more than their pre-war demands, as tbey 

bas~d their demandQ upon the earlier claims like job security, 

wage security and higher status within the company and society. 

This period was marked by successful strikes and rapid 

or&anisational eains, Japanese workers had almost established the 

labour version ot an employment system with a guaranteed job 

~ecurity, a need based seniority waQe, and a marked degrt~ ot 

labour partlcip~tion in the management of factory affairs. But by 

194~-50, th~ management succeeded to defeat auch radical designs 

·' 
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on the part of the labour by rejecting the labour version of 

Japanese employment practices. However, the resultant post-war 

employment system. insplte of ultimately being the management 

version marked a tremendous advance for workers in relation to 

their plight before the Second Uorld Uar. Host of the practices 

integrated into the new employment system as well as the demands 

of the organised labour helped ~o give it a changed texture. The 

mana~ement, in their dealings with labour had to take into 
. 

account the teforms of the American Occupation and the new legal 

framework within which the management and the labour had to 

function. The Labour Union Law passed in December 1945, 

guaranteed workers the right to organise, to bargain collectively 

and to strike. It protected the labourers against employee 

discrimination for union activity. These provisions were 

designed to encourage unions to protect their economic interests 

against their employers, but at the same time, the law had not 

intended to ~romote ~olitical unionism, which however could not 

be avoided, nor suppressed, as the labour unions showed a marked 

proclivity towardb the Left. The two other legal measures which 

helped establish a favourable post-war framework for labour 

activities, were the establishment of a national Central Labour 

Relations Commission and reeional commissions in each prefecture. 

The Labour Relation Adjustment Law of September 1946 which 

clarified the position of these bodies was tested in October 

1946, when the workers in the electric-power industry demanded 

and won a new structure of living wages with the help of its 

application. The Labour Standards Law of April 1947 was the final 

of the three post-wa~ fundamental labour law~. It set the minimum 

standards for hours, wages, insurance, injury compensation and 

unemployment benefits (These were also designed to protect the 
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non-union vo~ke~s). This pe~iod sav, on the one hand, the 

int~oduction of such labou~ laws and on the othe~ hand, it 

witnessed a rapidly increasing adoption of Left ideology by the 

labour union. Hence, by 1948 and 1949, the Occupation Authority 

(SCAP) came down heavily on the labour union' attitude, resulting 

in legal changes designed to restrict the political activity of 

these unions and limit their roles in the public sector. These 

steps on th~ part of the Occupation Authority as well as the 

post-va~ economic condition helped brina about the revival of 

management authority and their ability to control the unions. The 

< 

overall economic policies, especially the harsh deflationary 

pclicies forced on the Japanese, beainnina in December 1948, 

provided management with the need as well as the scope to pursue 

a hard line against the unions. Inspite of being in a position of 

advantage, the industrial management considered it vise to 

accommodate some of the demands of the labour movement, a 

gestu~e. which they considered prudent, aiven the necessity of an 

amicable relation between the management and the labour. 

It vas through this realisation of their mutual dependence 

that the post-war employment system emeraed. T~is evolving system 

took into account,the various demands as well as the successes of 

the workers through their labour struaale. The demand of the 

early post-war union like, 'living wages' defined as payment 

based on need, or age, family size etc., was to a large extent 

considered for application in the case ot the wage structure of 

the permanent members of the company. Secondly, the degree of 

status uiscrimination among the workers and the staff was also 

reduced. As full me~bers of the company, the (unionlsed) workers 

gained a position on a single hierarchy of employees and hence 
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the discriminatory usage of terms such as, staff and workers was 

done away with. this hierarchical ranking of employees meant an 

increased access to welfare benefits and facilities, as well as a 

payment of monthly wage and tonus calculated on the same basis as 

that of the managers, and also a considerable provision for 

participation in decision making process .. 

Another development which srew in extent and application was 

the tendency of unionised workers to place the emphasis on jobs 

within the company. Since the meaningful unit of union 

organisation was the company, the workers preferred to defend 

jobs narrowly within the company rather than demand for the 

promotion of employment within an industry. So unionisation 

tended to become even more enterprise oriented in the 195Qs. The 

other demand of workers, which was also met by most of the 

companies, was regarding the refusal to grant the managers the 

right to dismiss anyone defined as a regular member of a 

corporation. So, this attempt at an integration of those demands 

of the workers within the folds of the emerging employment 

system, beins gradually accepted 

the boeinnins of a more or less 

by all the corporations, marked 

osalitarl~n oocial rolatlonship 

between workers and managers-which is the much acclaimed and 

comm~nded hallmark of the Japanese management style. So,it was 

the 1950s which marked an end to the turbulence of the pre-war 

and the immediate .post-war labour movement characterised by the 

struggle between workers and the management, and saw the 

beginning of a gradual crystallisation of the pillars of the post 

war employment practices on which was to be based the practices 

of the ideology of paternalism by the corporation. 
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LABOUR AND MANAGEMENT ORGANISATIONS 

Japanese labour unions in the corporations are mostly 

oreanised on a company basis. These enterprise unions, as they 

are called belong to a federation of union~ which again, is 

organised on an industry basis. l"lajot industrial labour groupLago 

include the All Japan Prefectural and Municipal Workers' Union 

(Jichiro), the Confederation of Japan Automobile Workers' Un1onb 

1Jidosha SorenJ, the All Japan Federation of Electric Machin~~ 

Workers' Unions ( Denki Roren), the JapanesE~ Federation ot 

I·~xtile, Gar·ment, Chemical, Distributor and Allied Indus t t·y 

Workers' Unions .. Thesu industrial unions are in turn grouped into 

a number of national contederaLions. Enterprise Unions however 

rem~in autonomous and the extent to which an individual unior1 

adheres to the directives and regulations ot its industry uaion 

or the national confederation is entirely upto the enterp~ise 

uuion itself. It was the Sodomei or the General Confederation of 

Labour, which can trace its origin to the first labout 

organisation called the Yuaikai, and the Congress of Indu~trial 

Labour Union (Sanbetsu Kaige), which, in 1946, espoused the cause 

Ot unionism and economic activity .. Effo1ts to inte~rate the 

national cot1 ed~:~rations and develop a. united labour tront be~a11 

from ·1960 and culminc1ted in 1982 with the formation of the Zenmin 

Rokyr (Japanese Private Sector Trade Union Council). Thi::r 

howov.r, was .hubsequently dissolved to make way tor the tormatiora 

lD 1987 of the: biggest labour organisation in the history ot 

Japanese labour mcvement, Zenn1in Roren (Japanese Private Sector 
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Trade Union ~onfederation) generally known as RenGo. Before tl1e 

emergence ot Rengo, it was the Sohyo which had the maximum 

membership. But at present, Rengo represents 45% of all union 

memb~rs and 58~ of these in the private sector 10 • The emergence 

of Rengo has supposedly brought on a change in, the focus of the 

labour movement in Japan. Although wage increase is still a top 

priority subject for labour-management consultations, the need to 

address such =-··· sc,-::io- economic iS::$UeS as inflated land and 

commodity prices and a reform of the taxation, housing and 

pension system has also been realised by the labour unions. 

Thou~h these organizations have been formed, their 

activities are restricted when it comes to a direct labour-

management con~ultation. The labour federations and the national 

confederations have only an advisory position when it comes to a 

labo~-management confrontation or consultation. This is reflected 

in the way the collective bcu·gaining takes place and ho'W it 

effects the ditterent corporations within an industry as 'Well a~ 

the 'Working of the labour-management consultation systems. Though 

the enterprise union and the process of collective bargaitlin~ 

w1ll be ~iven a detailed account ot in the follo'Wina Chapter-!, a 

short account of its functioning is necessary in this context iu 

order to put the efficacy of the macro level unions in the right 

perspective. 

"A vb.;al part of the process of collective baraainins is the 

Shunto or the annual Spring Labour Offensive, which is a 
< 

conce1ted union drive tor improvements in workins conditions, as 

Wtll as 'Wages. fills .Shunto scheme was started by the Sohyo awl 

10 Yoshio Sasajlma, Labour in Japan, (Japan, 1988) 
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was based on the ~dea that several enterprise unions within one 

industry of more or less the same size and importance should co-

ordinate their bargaining strategies, harmonise their wage 

demands and schedule their negotiations and strikes around the 

same period each year under the leadership of the industrial 

federation. But inspite of attempts by the federations to 

strengthen the industrial unions through theqe means, the main 

thrust of Japanese industrial relations today is still to be .. 
found at the enterprise level. The Shunto manner of collective 

bargaining loses its efficacy because of the overwhelmin~ 

importance bestowed upon enterprise unionism, the nature and 

scope of which was given a shape and primacy by both the 

management and the workers of a company since the pre-war years. 

The existence of the enterprise unions, makes the Sbunto 

inevitable in an ironic way, where joint bargaining takes place 

only among certain oligopolistic corporations and within a 

limited industrial sector only, i.e., the large-scale industrial 

sector. Moreover, if both union and management occasionally 

support industrial bargainins in the belief that 1 t is 

advantaseous for·their enterprise, the enterprise level union 

naturally tends to forego the united front, whenever joint 

negotiations run counter to the interests of the enterprise. This 

enterprise oriented unionisation in the case of the Japanese 

corporations also defeats the purpose of the labour-management 

consultation system on an industry level. Since such similar 

types of consultation systems, cl)verins the same broad topics 

like, genera~ management policies, basic production and sales 

plans, working hours, organisational charge etc, also exist at 

the corporation level, the macro level consultation systems 

naturally lose th~lr importance. 
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The management organisations or the employers' groups 

promote solidarity on labour issues in addition to offering such 

services as collecting relevant information, undertaking public 

relations work, and developing labour policies on behalf of 

member employers. These organisations are scattered all over the 

country and are grouped according to either region or industry. 

The central body representing these orgainsations is Nikkeiren 

(Jap~n Federation of Employers' Associations). Although, neither 

Nikkeiren nor the local employers' groups p~rticipate in 

colle~tive bargaining on behalf of member employers, they do 

influence labour-management relations by issuing statements 

prior to the annual Spring Offensive outlining the employers' 

basic stand and presenting wage increase levels that are 

acceptable from the employers' point of view. Though the 

employers' associations may provide leadership and guidance for 

member corporations in their industrial relations, they however 

have no power to compel those corporations to follow their lead. 

In this sens~. the power structure on the employers' side in 

Japan is as decentralised as it is on th~ union side. The 

ineffectiveness of the employers' associations is also due, apart 
~ 

from the structural limitations, to the lack of solidarity among 

the members of the associations. Since each member wants 

ultimat~ly to maximise his own gain, the unified actions of the 

association depend on, apart from other things, the economic and 

political climate of the period. For instance, in a period of 

economic boom, when the supply and demand relationship in the 

labour market is tight, employers are in intense competition for 

workers, and the employers' associations, being able to use only 

persuasion, find it difficult both to secure their members' co-

operation and to convince them to maintain a unified position. 



23 

When the labour ma~ket is loose, individual members do not ~ant 

to b~come isolated from other members by not assuming a pattern 

setting role. Moreover, as Shirai 11 points out, there are 

particular situations ~here some employers develop close co-

operation, primarily through exchanse of information in 

formulating policies and making decisions on labour matters and 

it tends to be these informal management groups formed on an ad-

hoc basis, among a limited number of leading corporations in a 

pa~ticular industry, rather than the association, that are the 

actual decision-makers in ~very Spring Offensive. 

So, as can be concluded from the above resume' on labour-

management organisations, it is not so much' the formal 

organisations at the industry or national level ~hich take part 

or which have succeeded in the nesotlations bet~een the 

respective enterprise unions and the immediate management 

circles. 

ORGANISATIONAL RANKING IN A CORPORATION 

For reasons of convenience, the corporation in this study, • 
will 'refer to the joint-stock company, one of the four types of 

companies which the Japanese law recoanises. The joint-stock 

company is the most popular and important fo~m of the business 

organisation all over the ~orld. This kind of a company is a 

lesal entity distinct and independent of the existence of its 

members who own it, one of the reasons for which is that, it has 

a large number of stakeholders. Since this entire body of 

shareholders cannot administer or control the co~poration, the 

11 Taishiro Shirai, "A Theory of Enterprise Unionism" in 
Taishiro Shirai, ed., Contemporary Industrial Relations in 
Japan, (Wisconsin, 1983). 
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responsibility for the management and conduct of the business of 

such a corporation is assigned to a Board of Directors. The 

directors in turn are assisted by the executives or the 

professional manag~rs in their respective fields. All policy 

decisions are made at the directors' level but routine working 

decisions are left to the managers' discretion, who in fact 

control the entire business of the corporation. 

In the case of Japanese corporations, most of the directors, 

other than th~ President, who is a representative, usually come 

from the ranks of the employees having been promoted through the 

management ranks over twenty or thirty years. In fact, it has 

often been the case, where a majority of directors also remain 

managers, in the sense that they still supervise over departments 

or decisions of the corporation. Given such a nature of the 

directors as well as the hierarchical position in which they are 

ranked (as in Figure 1), it is but natural that they represent 

the interests of the employers more than they do of the 

shareholders. Secondly, such 

possibility of a critical 

regarding the c~rporation's 

a ranking also eludes the 

discussion among the directors 

policies and programmes, as an 

~rdinary directvr is not supposed to be critical of the 

decisions/opinions of his seniors. Though a small minority of 

outside Directors also constitute the·Board of Directors, their 

presence does not fully overcome this problem (of indifference to 

the interests of the shareholders) because these directors are 

either the retired bureaucrats(Amakudari) or representatives o£ 

the corporations' allies in the society of the industry, and 

henc· usually share the point of view o£ the other directors 

regarding the corporation's management. 
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The Commercial Code of Japan consists of a lot of dictates 

regarding the position and status of the Board of Directors and 

the General Meeting, but a proper directive regarding the 

organisation of the ~orking body (employees) is conspicuous by 

its ab~ence. According to the Commercial Code, a 

company/corporation can appoint any numbe~~of employees and place 

them under any position of subordination or authority. The 

possibility of the misuse of the latter clause is limited by the 

Labour Laws wpich see to it that there is no exploitative use of 

the employees. Inspite of the ambiguity, room for flexibility 

regarding the organisation of the employees of a corporation and 

their ranking, there exists, surprisingly, a uniform system of 

ranking of the employees in almost all these corporations under 

review. The overall organisation of the workforce follo~s a 

hierarchical, pyramidical structure, beginning from the President 

at t~e top, and ~radually broadening itself until it reaches the 

board based ~orkers' rank. It is from these "standard ranks· 1 ~ 

that the allotment to the functional divisions like marketing 

sections, purchase departments, manufacturing departments, 

personnel and finance departments etc., of the corporation is 

made. The ranking structure as diagrammatically sho~n in Fisure 

1, is followed by almost all the corporations ~lth a further 

addition to the ranks, if and when necessitated, either by the 

scale of organization and production or bu·siness activities of 

the corporation, or by the nature of the industry to which the 

corporation belong. The practice of the usage of the standard 

ranks for addressin~ the people, as ~ell as to refer to them both 

~ithin the corporation, as ~ell as in the industry, besto~s the 

12 Rodney Clark, The Japanese Company, (Ne~ Heaven and London, 
1979), p.104. 



Figure 1: The Organisational Ranking in a Japanese Corporation 

I 

I 
U) 

It 
0 
t
u 

"' o( 

-
A 

Vice President 
(Deputy ~ny Heod) 

I 
I 

Senior t.'en(lging Director 
(Special Duty Executive Director) 

I ------ -- ------
~n(lg\ng Director 
(Ordin(lry Duty Executive Director) 

I 
I 

President 
(~ny Heoc!) 

--r-

Vice President 
(Deputy Ccrrpeny Heod) 

I 
Senior ~'bn(l91ng Director 
(Special Duty Executive Director) 

I 
I 

M!naging Director 
(Ordln(lry Duty Executive Director) 

I ! L_ 
Director 
(Executive Director) 

oirector 
(Executive Director) 

Director 
(Executive Director) 

1 ;"';"'"-'. """' _____ _ 
cr Deputy Head Deputy Head 

Department Head 

I 

~ r------ I I 
2 Sec t ion Heod Se<- t I on Head 
< ......-IL._____ _ _ . ______ _ I 
r I I 

L Subs~ t I on 1-teod SubsectIon Heod 
I I 1 r------

r eiYTI Head T ean Head 

I 

{)epftr tmen t Head 

I 
Deputy ;cad 
----'-..----------

Sect ion Heoc! 

Department Haed 

I 
I 

Deputy Head 

I 
Sect ion Head 

T 

I 
n, 
:I 

---------''------'--.--- ----------- I ----------, 0 
Subsection Heod Subsection Head "'-

1 I "' 

L ___ L_ 

T_e_an_LHe_a_d ____ - - ___ TeffiliHe_a_d ______________ Te-wn..!..r~He-ad I'll 

Compan;t t-le,.,be'l"" ( Wor_k.e_v-) ____j 



27 

ranks with a certain degree of social significance. For example, 

th~ position. of a particular corporation in the society of the 

whole industry qualifies the rank of a Japanese employee or a 

dir-ector, in his dealillgs with the outside world. 

The entire hierarchy of the ranks is divided at two points. 

The first division distinguishes the rank of the directors from 

that of the employees. In a corporation, there are usually three 

to four ranks of directors, each one of them being bestowed 

responsibilities of various degrees. The Deputy Company Heads and 

the Sperial Duty Ex~cutive Director or the Senior Management 

Directors are usually in charge of the larger units of the 

corporation. The Managing Director, or Ordinary Duty 

Executive Director is made responsible 

the 

for two to thr tH~ 

departments or a small division, while the Executive Director or 

Director is either second in command of a division or a 

depat·tment. It is with the Director that the rank of Directors 

comes to an 

the rank of 

within the 

end and with the position of Department Head begins 

the employees. fhe second division involves that 

employees, namely between the management/middle 

mana~ement and the workers. This division is further qualified on 

the basis of union wembership. In most corporations, the ordinary 

members, as well as the Team Head or the Foreman are considered 

to be members of the union, to the exclusion of the ranks higher 

than that of the Foremen. But there are instances where even the 

s u b s e c t 1 n n H e ads h a v ·~ been exteuded union membership. So, the 

management cadre begins either from the rank of the Team Head or 

the subsection Head and cl=mbs up to that of the Department Head. 

In this context, one point which should be mentioned and which 

will be discussed in the subsequent chapters, is that of the 

mobility of workers/employees along the length of this ranking 
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st~uctu~e. The passage f~om the ~anks of the wo~ke~s to that of a 

management ~ank is a lot easia~ than the mobility of management 

to the ~ank of Di~ectors. An employee fo~ example, on ~eaching 

the rank of Team Head can, in two to th~ee yea~s· time, ~each the 

~ank of a sub-section Head, but the p~omotion of a Depa~tment 

Head to that of an Executive Director is not ensured by his 

length of se~vice alone. So, it is along the length of the 

employees' rank that mobility is mostly witnessed/possible, 

whe~eas, th~ process of c~ossing the boundary of the employees, 

into the territory of the Diectors is marked by less mobility, if 

not a certain deg~ee of ~i, idity. The subsequent chapters of this 

study will unfold each aspect of the paternalistic practices of 

the corporation, keep in~ in view the above mentioned 

o~ganisati~nal, structural as well as the historical basis of 

such a practice. Chapte~-I has discussions about the employment 

system as it evolved after the 1950s and exists at the present. 

In the same context, it would also briefly touch upon the 

suppo~ts of the system, for example, the labour market and its 

deg~ee of internal~sation, and also the subcontracted labou~ etc. 

Chapter-II will desc~ibe the manners and process in which the 

wo~ker is socially integrated into the corporation. The extent to 

which and how the employee benefits offered by the corporation 

help in building up the sense of cohesiveness amone the employe~s 

also fig~re. 1he much talked about Japanese work ethics is being 

given a critical assessment in Chapter-III. The study also makes 

a modest attempt_ to explain the nature of Japanese workers' 

consciousness and its relation with the formation of wo~k 

ethics/culture, and paternalistic system as a whole. The 

conclusion, will adopt an eclectic approach to knit toeethe~ all 

the p~eviously discussed aspects of the Japanese p~actice only to 
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figure out the reasons, the nature, the supports, 

consequences, as ·well as the feasibility of transposing 

practice of Corporate Paternalism in corporations elsewhere. 

the 

the 
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CHAPTER I 

EHPLOYHENT PRACTICES 

The delibeLate adoption of the paternalistic style of 

management by the large scale business corportions has gradually 

resulted in the ar~iculation of a certain type of employment 

practices which are more or less universally applied by all such 

corporations ~ ranking of twenty five such corporations is given 

in Append1x, Table I). The much talked about life-time employment 

practice or the permanent employment system in Japan, and the 

~ewardirig system of an employee being based on seniority and the 

existence of the enterprise unions form the three main components 

of the employment system. These three .components along with their 

respective and cumulative fallouts 

labour market of the corporation, 

function within the internal 

while the external labour 

market in Japan gives a vital support to the whole functioning of 

the employment practices in the corporation. The interaction and 

inter-dependence between the two types of labour maLkets as well 

as that a~ong the component ~ractices within the internal labour 

market become clear from Figure No.1. 

The diagram points out two vital aspects of the whole 

employment system. First, the position of each of the components 

of the ~rnpioyment sysLem, both in relation to each other as well 

as in relation to the whole, i.e., the internal labour mark~t of 

the cor~oration. Secondly, the dialectic of the internal labour 

market and the external labour market, the latter playing the 

role of a very important buffer to the whole system of employment 

practices of the Japanese large scale business corporation. 
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Figure 1: The Structure of the Employment Practices in a Japanese 

Note: 

Large-scale Corporation 

A - External/Open Labour Market 
B - Internal Labour Market 
C - Enterprise Union 
D - Life-~ime Employment 
E - Seniority-vage System 

It is within the above mentioned structure that this chapter 

vill discuss the employment practices. The follovin~ rendition 

will cover, under separate sections, the three components of the 

employment practices, the nature of the promotion system, the 

interntil labour market and the supports of the system. 
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LIFE-TinE EMPLOYMENT PRACTICE: 

• 
In ord~r that a corporation can adopt an attitude of 

paternalism towards the employee, and at the same time the 

employee can also feel a sense of belonaingness to the 

corporation or the 'community', it is necessary that the member 

remains in the company for a long period,and hence the practice 

of offering life-time employment to the regular, male employee by 

the corporation. Each corporation recruits most of its regular 

employees in the month of April after their graduation from high 

school or university (Placefuent of school leavers by occupation 

and by industry shown in Appendix, Table II). After the 

recruit~en~, there is no legal compulsion for employees to stay 

in a parT.icular corporation longer than one year11 nor does the 

employer have a legal obligation to keep his workers. But 

usually, after a period of probation ranging from two or three 

weeks to three ~onths, depending on the corporation, vorkers gain 

the status of regular employees. Thereafter, they are 'expected' 

to stay in the pa~ticular co~poration until they reach the 

retirement age as ~er company rules, which normally is fifty five 

years or in some enterprises sixty years. Employers otherwise are 

again not expected to dismiss the permanent employees unless the 

business faces an unusual decline. So, this concept of permanent 

ernploy~ent is not founded on law but on certain conventions or 

practi=es which prove to be economically viable in the long run. 

The basic pattern of life-time employment in the long run for 

employees in the corporation is shovn in Figure 2. This 

1 Bernard Eccleston, State and Society in Post-Uar Japan 
(Cambridge, U.K. 1989). 
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CHANGES iN AVERAGE LENGTHS OF SERVICE (Male, 
Manufacturing Enterprises with 1,000 employees or more) 

50-59 
years old 

Takeshi Inaaami, JaDanese Uorkplace and Industrial 
Relations, Japanese Industrial Relations Series No.l4 
(Tokyo, 1988). 

shows the average lengths of service for the male workers only, 

because the female workers usually do not complete very many 

years of service continuously as they take a break to ~et 

married, and come back, i£ willing, only after their children 

grow up. So this break in the continuity deny them the status of 

life-time employees. As seen in Figure 2, there have been 

slight changes in the otherwise progressively ascendlna curves of 

the lengths of service. These changes can be connected to the 

impact of external factors of the corresponding periods. For 

example, the period of oil shock has given the curve for the 35-

39 age group,a descending pattern, and also economic changes in 
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the 1980s have affected the· 20-24 age group. However, inspite of 

the slight di~· in the curves, the basic trend which surfaces 

from the figure is that of life-time employment of the employees. 

It would be wrong, however, to assume that the practice of 

life-time employment was adopted by the corporation only because 

of the pre-war and the post- war demands of labour for job 

security. Thou~h it would seem that adoption of life-time 

employment made labour a quasi-fixed factor of production (a 

point which will be dealt with in the subsequent part of the 

chapter) for the corporations, t~e latter actually was benefitted 

in a vital way. An over-reliance on the open labour market would 

have result e'd in wastage of time for recruiting proper workers, 

training them, attracting them with high wages as well as the 

problem of externalities and high labour turnover of core 

employees. The e~ployee,on the other hand, is benefitted with a 

sense of security, as well as the availability of opportunities 

for training as well as mobility along the rank and file of the 

organisational hierarchy. So, the feasibility of this type of 

employment is based on the fullfilment of a dual set of 

expectations that at·e rooted in Japanese tradition and cultural 

norms.• The worker,on the one hand,expects h~s employment tenure 

iri the chosen corporation as permanent, an attitude which is 

fortified by prospects of his financial gains. On the other hand, 

the employertagain, expects his employee to stay on in the job in 

view of the 'standard waees' and the other conditions of 

employment which are offered to him. According,to Sethi, "social 

? Prakash S. Sethi, Nobuaki Namiki, Carl L. 
False Promise of the Japanese Miracle: 
Realities.of the Japanese Management System, 
p.43. 

Swanson, The 
Illusions and 
(Boston, 1984) 
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conditions and cultu~al no~ms impose a sense of obligation on the 

employe~ who· is expected to p~ovide wo~K fo~ his employees and 

take ca~e of them.3 The existence of this p~essu~e of social 

no~ms on the employee has also been ha~ped on by Ronald P'Do~e 4 • 

as he points out the consequences of flouting these no~ms. An 

employe~ showing indiffe~ence towards his employees not only has 

to face a loss of worke~ morale and union resistance, but also 

governmental inte~ventlon, not to speak of adve~se public 

opinion. The general impression that this p~actice of pe~manent 

employment glves is that of acceptance by and benefit to both the 

employers and the employee. Not only does this p~actice create a 

high deg~ee o£ ~mployee stability (and hence a decrease in the 

cost of externalities), it generates, in the long ~un, employee 

loyalty towards the co~po~ation. A corporation can affo~d to 

invest money in the t~ainine of the employees, on the basis of 

the informal assu~ance that the employee will not offe~ his thus 

acquired knowledge in the open market for a higher p~ice. 

However, a_~oint which should be pondered upon, is the extent 

of this practice. It is interesting to note that,in reality, it 

is actually a handful of key employees who are given the benefit 

of being permanent employees in a corporation. So life-time 

employment is a benefit not offered to each and eve~y blue-collar 

or white-colla~ employee of the corpo~ation, though the instances 

of offering permanence of employment to the latter is much more 

than to the former. The va~ious ranks of managers as well as the 

other white-collar employees are more often than not offered 

3 Ibid, p. 44. 

4 R.P. Dore, British Factory- Japanese Factory: The O~igin ot 
National Diversity in Industrial Relation (Berkeley, 1973), 
p. 35. 
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life-time employment. 8uL a substantial part of the blue-collar 

workers, the ones who are not regular employees,do not come under 

the category of permanent employees. There is also the practice 

of transferring permanent employees from the parent company to 

the subsidiary company, as well as that of pressurising the 

employees of a certain age to retire early. Though the adoption 

of both these practices have come as virtual imperatives to the 

corporation, given the pace of economic/external changes, 

ttevertheless these have rendered the much talked about life-time 

employment relatively ineffective in practice, in the case of 

certain corporations, which have had to find means and ways of 

maintaining the facacte of permanence of employment. 

WAGE SYSTEH: 

The so-called seniority waae system is beina discussed as a 

part of the total wage system in the corporation, to facilitate a 

better understanding of the practice as well as to judge the 

importance and extent to which it is adhered to (a general 

account of wages and labour is shown in Appendix, Table III). A 

discussion of the wage policy of a corporation and the wage 

determinants analysis has a critical assessment of the seniority 

based wage system which provides the economic support for life-

time employment. 

The total ba~ket of remuneration of an employee of a 

corporation is made up of three components--monthly wages, 

bonuses and retirement benefits.s The monthly waaes of both the 

blue-collar and the white-collar workers consist of base pay and 

~ The welfare/enterprise benefits will be discussed in detail 
in chapter II. 
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various types of allowances and also, if and when 

nec~ssary/applicable, payments for overtime. The different types 

of allowances, apart from the base pay, generally account for 

about one-tenth of the monthly vaae in total and include such 

b~nefits as those for management posts, commuting costs, 

dependents and housing expenses et~. (An idea of the monthly 

wages can be foimed from Appendix Table IV). The second component 

of the wage system, the bonus which forms a very integral part of 

the total wages, is generally paid twice a year, in summer and 

again at the year end. 

In the corporations where the workers are organised in 

unions, the level of bonuses is set through the process of 

collective bargaining. The actual amounts paid to the workers are 

actually determined partly by their base pay, and also, to a 

certain extent, by their performance during the preceding six 

months.• As th~ Table-! shows, on an average, bonuses amount to 

almost 4-5 months of base pay, the progression of which has a 

positiv~ relation to prog~ession in seniority. In this context, 

it is important to note, that the practice of paying bonuses has 

a direct link ·with the concept of profit sharing by the 

corporation with its employees. At the initial stageo of Japan's 

industrial development, the amount of bonus often fluctuated with 

the overall performance of th~ corp6ration, but gradually, the 

settling down effect of the years has given this practice of 

bonus payment the shape of a component of fixed salary. For 

example, in the corporations of the tertiary sector, bonus 

payments have witnessed a steady rise as a result of a 

commensurate rise' in the overall performance of this sector. 

6 Yoshio Sasajima, Labour in Japan (Tokyo, 1988). 
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The ~eti~e~ent benefits take the fo~m of lumpsum payments 

and pensions, the latte~ being a mo~e or less recent addition. 

The ~eti~ement benefits consist of a separation payment 

(iaishokuki~, ~hlch constitutes about 70% of the retlrment 

benefits at the time of mandato~y ~etirement, and othe~ company 

paid supplem~nts to public' pensions (Choseinenki~. 

Table I: .AVERAGE ANNUAL BONUSES BY AGE IN CORPORATIONS WITH 
1,000 OR tlORE EMPLOYEES 

Age Bonuses Multiple of 
(Y 1,000) monthly pay 

25-29 873 4. 7 

30-34 1 '162 4.9 

35-39 1,415 5. 1 

40-44 1,695 5.3 

45-4 9 1,855 5.4 

50-54 1,888 5.5 

All Ases . 1 '2 4 9 5.0 

Sou~ce: Yoshio Sasajima, Labor in Japan (Tokyo, 1988) 

The 

separation payment rises quite sha~ply ~ith the years of service, 

especially, as Table-II sho~s, (a mo~e detailed account of 

retirement allo~ance is given in Appendix, Table V) after the 

completion of 25 years 6£ service. Ho~ever, the amount of such 

sepa~ation or retirement benefits depends on the reason for 

separation from the corporation - ~hether for private or for 

company reasons. 7 The former catego~y of mid-caree~ separation, 

7 Masahiko Aoki, Info~mation,lncentives and Ba~sainins in the 
Japanese Ec~nomy (Camb~idge, 1988), p.58. 
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though not very infrequent, usually carries a financial penalty. 

The latter category includes, mandatory retirement (at the age of 

iitty five or sixty years), transfers to related corpo~dtions by 

the parent corporation itself, the transfers being in effect, 

discharges ln the garb of 'voluntary early retirement', and 

~romotior. to the Board of Directors. Given the problems regarding 

an a6ina population of Japan, many corporations have introduced 

retirement ~'nsion plans as a form of and in addition to the 

lumpsum am0unt paid at separation. In this mode of payment, a 

part of the lumpsum amount payable at separation is paid out in 

the form of a pension while the other part is given to the 

employee as usual. 

Table II: AVERAGE RETIREMENT BENEFITS FOR MALE EMPLOYEES IN 
CORPORATIONS UITH MORE THAN 1,000 EMPLOYEES, 1985 

. 
Years of Amount Multiple of 
Service (¥ 1,000) monthly pay 

20-24 7,250 25.9 

25-29 ~ 12,160 36.0 

30-34 16,900 42.3 

35- 17,710 49.6 

Average 15,480 43.6 

Source: Yoshio Sasajima, Labor in Japan (Tokyo, 1984) 

The whole basket of waaes for an employee in Japan, 

irrespective of the size of the corporation, has shown a positive 

and also rapid rise over tlle years. An instance of this overall 

improvement in the wage level is the increase in hourly wages in 
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Japan from ¥ 336 per hou~ in 1970, to ~ 1,480 in 1986. 6 The 

maximum increase in the growth of the overall wage level of 

workers in Japan was between the years 1960 to 1973. Though the 

period after. that, till 1987, has shown a decline in the rate of 

increase, the impact of the appreciation of yen has again raised 

it. However, the increase in real wages, as well as an increase 

of the purchasing power of Japanese workers, given the high 

prices in Japan, ~emains a debatable issue. 

WAGE DETERMINATION: 

~n the Japanese c~rporation there are basically two methods of 

det~rmining wages at the general level. The first is the "annual 

automatic increment"• 9 which means an upward movement on the pay 

scale or an originally fixed and automatic step increase on the 

pay scale which takes place at a certain time of the year. The 

second method at the general level is the 'base up' which is 

also an upward revision vf the pay scale for all employees. The 

extent of the increase in the wages in this case is decided 

through the wage negotiations, a vital part of Shunto (Spring 

Labour Offensive) held every spring on a nationwide basis. The 

wage determinants at the level of the individual can be 

streamlined into the following: a~e, length of service, sex, 

educational background, job classification (job content and job 

performing abilities), performance. All these factors contribute 

in varying degrees to the determination of the total basic wage 

package. Figure 3, diagramatically shows the interaction and the 

8 Japan - 1989, An International Comparison, 
Centre, Tokyo. 

Foreign Press 

9 Wages and Hours of Work, Japanese Industrial Relations 
Series, No.3. The Japan Institute of Labour, Tokyo, 1984. 



41 

blendina of the factors vhich a corporation purportedly considers 

as the vase de~erminants of an employee, whether blue or white 

collar. 

Ther~ is a sufficient amount of literature on the nature of 

wage determination of an individual employee in a Japanese 

Corporation. Each author has tried to emphasise a set of 

determinants as predominant over the rest of the factors in the 

process of determination of waaes, especially, the basic wage 

basket. This var~ation in emphasis depends on the thrust of the 

author's argument or the premise he operates from, which may 

F i~. 3: 

Basic 
Basket 

FACTORS INFLUENCING DETERMINATION OF UAGES OF HALE 
EMPLOYEES IN LARGE-SCALE CORPORATIONS 

Age 
r- Length of Service/Seniority 

Educational Background 

~ic Pay t--
Uaae L ~ Job classification I 

r 
Acquired/contextual skill 

- Performance/ - Motivation to learn/ability 
Heri t Cooperativeness 

Diligence/Demonstrated 
aptitude to carry on task 

range from an attempt to decry the validity of the existence of a 

seniority-wage system, to an attempt at proving the relevance and 

exi:,tence of the above. This section on wage determinants would 

seek to explain the extent to which each of the variables 

mentioned in Figure 3, contributes to the determination of vages 

and also examine the predominance of the seniority or length of 

service factor in it. Any discussion on this topic should keep in 
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mind the totality of the structure, of which wages form a part, 

and to nurture the existence of which, wages are given to 

employees as a part of the incentive package. A typical Japanese 

corporati9n is characterised by, among other things, a 

"horizontal information structure", 10 where, each·employee needs 

to d~velop ~ proper understanding of, as well as a complete 

absorption o£ the full range of organisational activities in 

which they are directly or indirectly involved. This kind of a 

broad understanding on the part of the employee is possible only 

when he haM experienced 

tasks within the context 

various operational 

of the particular 

and/or managerial 

corporation. The 

acquisition of such experience in totality (which would increase 

the efficiency of the individual) can be possible only when the 

employe~ has been given enough length of time to stay in the 

corporation and experience and participate in }ts activities. The 

d~gree of cornpr~hension of the work as well as application of 

knowledge in an individual activity related to the corporation, 

would again depend on the employee's educational background or 

the degree of his already acquired knowledge before entering the 

-~orporation's circle of activities. So, according to the 

educational background of an employee, he is incorporated within 

the corporation at a corresponding rank. Hereafter begins the 

assessment of the employee based on his capacity to internalise 

knowledge diffused through the horizontal information structure 

of the corporation, as well as the dexterity shown by him in the 

dpplication of such knowledge during the whole process. In order 

to facilitate this constant process of absorption and application 

10 Aoki, n. 7, p. 32-43. 
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of knowledge, each employee is aiven an incentive package of 

which the basic wage basket forms a vital component. 

So, from the above discussion of the conceptual basis of the 

incentive schem~ for an employee, the following determinants of 

the basic wage emerge: age, length of service or seniority, job 

clas~ificatlon and an assessment of the performance or ability of 

the employee. The juxtaposition of these factors in Fig.3, also 

indicate the degree of importance attached to the determinants 

thus enumerated. A high school graduate when taken into the 

corporation usually corresponds to the rank of the blue-collar 

worker. On the otl&er hand, a university graduate is recruited to 

the level of a white-collar worker. It is according to this 

rankin~ that their respective initial wages are fixed. This 

first s~t of determinants with special emphasis on the 

seniority/length of service of an employee is the most important 

as the other determinants are usually subsumed within its folds. 

At this poin~. a clarification needs 

factor of job classification. In a 

to be 

Japanese 

made regarding the 

corporation, job 

classification wo~ld correspond to the different ranks in the 

entire hierarchy. .Within each rank, there are various types of 

'jobs' which each ·and every employee can perform and is made to 

perform at a certain point of time. So the coventional 

understanding of a 'job' as that related to a particular 

occup~tional category does not hold good in the context of a 

Japanese Corporation. The ~ank of the blue-collar factory workers 

can include a variety of jobs between ahd among which each 

employee is rotated, but his pay-scale is not based on the type 

of job he perforros, but on the rank he occupies in the hierarchy 

(wage differentials by job status, at a general level, is shown 
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in Appendix, Table VI). So, length of service, educational 

background and the occupation of a rank or job classification 

form the first set of ess ent 1 al components of · bas 1 c pay. The 

second section of determinants, under the category of 

performance, when added to the first set,eives form to the total 

basic wage basket. This set of variables assesses the performance 

o{ each employee according to which an employee is differentiated 

in pay as well as in status in the long run. This scheme of merit 

or performance jud~ment is used to evaluate and reward an 

employee in the lons run for competing in the development of the 

much required contextual skills. This same set of variables is 

also used to identify the less productive, slow learning and 

uncooperative employees and accordingly fix pay and status in 

the long run. Thus, in order to retain th~ fast-learning and 

highly skilled, motivat·~d and productive employees, the 

corporation uses both seniority as well as merit-rating as the 

two roost important determiaants pf wages on the one hand, and on 

the other,· brings them under a. system of internal promotion 

dlscriminately applied to those who qualify to the corresponding 

merit rating. This explains why, not all blue-collar workers 

reach the topmost 

Directors. However, 

prepared centrally 

managerial rank just short of the Board of 

the evaluation scheme for merit rating is 

by the personnel department of the 

corporation. Thls scheme bases the process of identification of 

each employee's position in a particular pay srade, accordins to 

his seniority as well as merit rating. Except in the foreman and 

management job categories pay grades are not normally associat~d 

with a ~pecitic function and higher grades simply mean hiaher 

status and higher annual increases in pay. Another important 

point to be noted here is that usually there is a collective 
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a~~eement between the corporation and the union specifying the 

maximum and minimum f~equency of p~omotion from each srade to the 

next as well as the annual increases in basic pay for each grade 

in tha hierarchy of the standard ranks. The merit payment or the 

pe~formance ~Ayment which supplements the basic pay and is a 

ce~tain percentage of the basic pay determined by the 

supervisor's assessment of the employee is usually limited to an 

amount within the ranee aereed upon in collective bareaining. So, 

in a way, collective agreement limits the extent of the 

discretionary power of management. The merit assessment actually 

has more weieht on the promotion decision than on individual wage 

determination. This is because both the corporation as well as 

the unions want to maintain a kind of an egalitarianism as fa~ as 

the treatment of employees in terms of wases is concerned, and 

since, most corporations have a single waee rate for each srade, 

the purpose of k~eping waae assessment hooked to seniority and 

che permissible degree o£ merit-ratine is usually fulfilled. 

The above discussion on the individual determinants shows that 

though the usual and conventional variables such as skill, 

abllitJ and over-all performance contribute to the construction 

of an ftntire wage packet, nevertheless, the results of the 

assessment of such factors in an employer is awarded only in the 

long run and at a gradual ~ace. Hence, all these determinants 

remain subsumed within the most important determinant, which is, 

seniority or length of service of an employee in the corporation. 

Since the natur~ of skill acquired by an employee is basically 

related to the corporation and its level of technology as well as 

11ature of production/service and more importantly, since the 

employee is trained in such skills by the corporation in-house 
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t~aininQ facilities, it becomes important fo~ the corpo~ation to 

retain him. Hence, the co~po~ation rewa~ds his degree of 

contextual skills, as well as his gradually ascending level of 

~ability and higher productivity, through a gradual rise in the 

amount of his basic wage packet, a rise which is positively 

related to his lenath of service in the co~poration and which in 

moat cases coincides with his age progression. 

It would be proper to begin the analysis of seniority-wage 

system by copsiderins its five important characteristics as 

mentioned by Umemura Hataji. 11 According to him, first, in the 

absence of any recognised o~cupational wage rates which extend 

across the whole economy, wages for different occupational 

s~oupings exist ~nly within th~ firms. Hence, there exists an 

inter-firm difference in the absolute and relative size of 

occupational wages, which are decided upon independently within 

the ,framework of each individual enterprise. Secondly, in view of 

a low level of overall real wages, each corporation tries to 

guarantee every worker a minimum standard of living and to this 

end, each corporation ties wages to the ind"ivldual life-cycle 

needs, which in turn implies the age of each employee or his 

tenure of service in the corporation. A result of this is the 

high degree of emphasis laid on seniority as a factor in 

determining wage rates. This fact is reflected in the low 

starting pay for the young employees because of which it becomes 

almost imperative on the part of the corporation to raise the 

employee's wa~es as he ases and assumes added financial 

responsibilities c.lfter marriage. Thirdly, 

11 Umemura Mataj~. "The Seniority 
Japan", in Shunsaku Nishikawa, ed. 
Japan, (Tokyo, 1980), p. 177. 
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emphasis on senio~ity, wage ~ates do not fully ~eflect the 

quantity o~ quality of skill of each worker. This featu~e needs 

to be· modified a little because, in the long run, the promotion 

of an employee to a highe~ grade, whether in the case of a blue-

collar risin~· up to the rank of a foreman or the white-collar 

em~loyee rising up to a higher managerial rank, does change the 

amount of his wage packet, while he remains in the same age 

~~oup. So, his seniority wage curve shifts from its earlier 

position corresponding to a certain rank. Hence, in th~ long run, 

an employee can supersede the rank occupied by employees of his 

a~e group and hence be entitled to an increased wage packet. 

Fourfhly, the wage differential between those in the top age 

group and those in the youngest aee group, in a particular firm 

is much ereater than that found in other industrialised firms and 

this Umemura obsP.rves is very typical of Japan. Lastly, he 

endor~es the fact that the seniority-merit wage curve is most 

prominent among employees, both white as well as blue-collar, of 

the larae corporations. 

Given these cha~acteristics of the seniority-merit system, it 

is necessary to look into the causes of the adoption and 

continuation of the practice of putting so much emphasis on this 

factor of seniority. An explanation ·of the reasons has two 

aspects to.it. First, the influencing factors at the macro level, 

which seek to explain the existence of the seniority-waae profile 

in terms of supply and demand factors of the aggregate labour 

rna~ket. 12 Secondly, the explanation is sought at the micro level, 

12 Carl Mosk and Yoshi-Fumi 
St~~ctu~al change in the 
1964-82", The Journal of 
20, Uinte~ 1985, p.l00-16. 

Nakata, "The Age-Uaee P~ofile and 
Japanese Labo~ Ma~ket for Males, 
Human Resources, (Uisconsln) Vol. 
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i.e. the level of the corporation, where "wage is made a 

positive function of seniority as a means of reducing labour 

turnover and thereby th~ training costs incurred by the employer 

in providing firm-specific skills". 13 Nevertheless, none of these 

two aspects is.a water tight compartment. The nature of the 

explanations at both the levels can and do overlap at certain 

points because of the basic interdependence of the structure and 

the components. 

The chief cause for emphasising on seniority or length of 

service of the employee by the corporation can be attributed to 

the presence of an internal labour market in the aggregate labour 

market in Japan. This assumes that the labour.market in Japan is 

segreeated, with some workers being absorbed into corporations, 

which exhibit steep age-wage or seniority-wage pr0file (the 

internal labour market) while some others have to operate in the 

external o~ secondary market characterised by a wage profile with 

negligible returns to age and seniority and hence also marked by 
c 

a high rate of mobility among labour. The first type is found in 

the large-scale corporations which sell their output to 

relatively stable markets and also have the proper infrastructure 

enabling them to enter into relatively 'permanent contracts' with 

labour. In such corporations, ,since there is an accumulation of 

firm-specific human capital with the help of the in-company-

trai~ing process which leads to an increase in ·productivity of 

workers, the employers are encouraged to pay workers according to 

seniority. This kind of an incentive sche~e is also provided in 

13 P. Collier and J.B. Knight, "Seniority Payments, quit rates 
and internal labour markets in Britain and Japan" Oxford 
=b~u:..:l::..l:..::e:..:t:...:i:.:n~~o:...:f=--....::E:.::c::..o=n~o:..:m::.l:::." .::C.::S:.._:a::.:.:n~d:...-_::::S~t:....::a:::.t.::..:=:i.::s~t:..l:::.." .::c~s ( G r eat B r i t a i n ) v o 1 . 
47, February, 1985, p.19. 
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order to encourage worker effort, in view of the hiah cost 

involved in the operation of comprehensive process of monitoring 

the workers' effort and contribution to productivity. The nature 

of the internal labour market also facilitates the acceptance, 

absorption in and application 

these corporatio~s by the 

of new technology introduced in 

employees. It provides an 

institutionalised set of practices that work as an antidote to 

the possibility of any po~ential resistance by the employees in 

face of the introduction of new technology. This system also 

aives rise to a feeling of loyalty on the part of the employeAs 

which helps in guarding against 'instances of externalities 

regarding industrial secrets which 

by· labour turnover. On the other 

may occur ,in a system marked 

side of the coin, the risk-

averse workers find this system involving security through the 

prospects of permanent employment and seniority-wage payments 

attractive because it insures them against un~ertainty over the 

life cycle. Over the years, this demand factor in the aggregate 

labour market has undergone a structural chanee, triggered off by 

a change in the nature of economic growth in Japan. As a result 

of the technological advancement and its application in the 

industries of Japan, output growth has declined. As a result of 

this and the Oil Crisis, even the large scale corporations can 

not take in as many permanent employees as they used to, because 

of an uncertainty involved in the degree of increase of the 

corporation's future profits, a part of which usually covers the 

cost of retaining permanent employees. This change in the demand 

side has also neutralised the change in the supply side of the 

aggregate labour market. Uiven the fact that a major part of the 

population in Japan is aging, the resultant imperfect 

substitutability of labour between old and young workers 
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theoretically should have led to a tilt in the relationship 

between age and wage factors. 

level ot educational background 

In addition, a difference in the 

should also have had an effect, 

ln the sense that a younger and better educated worker would get 
' 

u.o~e ata~ting wage than the older worker. But the potential 

alterlns effects of these changes in the supply side, which could 

have had an impact on the seriiority-~age progression profile, has 

been·neutralised by the changes mentioned in the demand side. The 

lack of a perfect substitutability between younger and older 

workers of Japan did lead to a greater demand for young workers 

and hence led to an increase of wages of younger workers relative 

to older workers. But with the declining growth rate of the 

Japanese economy and its effects on the level of production as 

well as receipts/proceeds of the industrial sector, the wages of 

younger workers in relation to the older workers, have actually 

decreased from the level they had reached for a certain period. 

Hence, the balance between these two opposing situations has 

resulted in a pattern where the wages paid to younger workers 

relative to the older workers have risen until 1976 and have 

fallen since then. 14 So this balancing effect has dismissed the 

possibility of a discrepancy in the waae structure which could 

have upset the predominance of the seniority factor in the wage 

calculation. 

The explanation for seniority-wage profile at the micro level 

basically revolves around the perception of both the employer as 

well as the employee regarding their respective gains from this 

kind of ~ system. The corporation, after recruiting the employees 

who usually have a general educational background, train them in 

14 Mosk and Nak~ta, n. 12. 
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fi~m-specific skills or contextual skills in relation to the 

technological level and pattern of the corporation's production. 

This investment which the corporation makes on each worker 

provides, to a large extent, the economic rationale for the 

Lenlority wage system. The training costs thus incurred by the 

corporation aives it an incentive to discourage labour turnover. 

A means of reducing quit rates would be to pay the labour above 

its supply price or/additionally defer the extra payment from an 

earlier to a later period. The corporation, therefore, has to 

raise the pres~nt value of earnings in order to compensate 

employees £or the postponement of their consumption. This 

prevents the corporation from deferrina the payment of the whole 

difference until retirement and. hence a seniority or age- wage 

progressiQn profile of wages is adopted, where the pay increases 

gradually. From the employee's point of view, this system is 

paying in the lons run and it can be shown that an employee would 

rather stay with the corporation he enters than change over to 

another corporatiop, where he can us~ the same contextual skill 

he acquired in the original corporation. The investment which a 

corporation makes· on an e~ployee is recouped over his average 

period of service with the corporation. The worker therefore is 

paid less on an average than his post- training marginal product. 

Since the wage of the employee is monotonic in seniority, the 

excess of marginal product decreases with each oyear of seniority. 

Since wage does not exceed marginal product, the seniority scale 

stops at the point where the equality between the two is met and 

this scale of wage is maintained for the remainder of the 

worker's/employee's tenure. However, the greater the 

corporation's initial investment in training, the higher is the 

post-tcaining marginal product of the employee and hence, the 
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lon~er the period to the recoupment point and higher the wage at 

that point.. Since all the corporations in a similar industrial 

set up follow more or less the same pattern of wage system, an 

employee fun~tionins in the internal labour market of a 

co~poratlon, does not quite gain much from quitting in his mid-

career, intending to use his acquired skill in a similar 

corporation in the Industry. Moreover, the marketability of the 

acquired skill- is usually low in the circle of the corporations 

in Japan. This is not only because of the intrinsic content of 

the acquired skill, but also because of the collusive agreements 

agaitist the poaching of labour by the other corporations by which 

an intrinsically general skill is converted into a firm-specific 

skill. ' 5 So, from the above discussion it appears that the 

se11iority or age-wage progression system stands vindicated as 

both the employer and the employees can maximise their respective 

salns by it which again leads to the feasibility of the practice 

of life-time employment, hence resultins in the possibility of a 

higher labour productivity and the overall hiaher efficiency of 

the production unit. 

PROnOTION SYSTEn: 

The system of promotion of the employees, both blue as well 

as white-collar workers has a very vltal link with the wage 

~ystem, as well dS with the validity of the idea of 

paternalism/eaalltarianism attached to tho nature of the attitude 

of the corporation towards its personnel. In a corporation 

promotion refers to two aspects. The first is the rise in the 

corporation's hierarchy of posts or ranks and the second is the 

rise in the hierarchy of grades within and between those ranka. 1
b 

lb Collier and Knight, n. 13, p. 26. 

16 Takeshl Inagami, Jap~=a~n~e~s~e~~U~o~r~k~---~P~l~a~cwe~~a~n~d~---~I~n~d~u~s~t~r~~~·a~l 
Relations, Japanese Industrial Relations Series No.l4 
(Tokyo, 1988). 
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which is based on ability. So, the employee's ascent along the 

corporation's promotional ladder depends on his capability, the 

degree of lnter~alisation of knowledge, contribution to the 

efficiency of the oraanisation etc. If he scores well on these 

points, by his late thirties he could be promoted to the srade of 

sub-foremanship, in the case of a blue-collar worker, or to a 

lower management post, in the case of a white-collar worker. The 

data for 1987 17 shows that 88.1% of corporations with 5,000 or 

more employees and 81.8% of corporations with 1,000 or more 

employees us~d 

the hierarchy 

this system of ability based promotion both along 

of grades and posts. This system of promotion, 

however, is not to be considered .as an index of employees' status 

or rank. It is more a criterion for judsins the level of work 

performance ~f the employees, set against a certain standard. 

Under this system, each post and rank is subdivided into 

different grades, the number of which may vary. When an employee 

joins the corporation, he is put into a grade which corresponds 

to his educational background. After a length of time in the 

corporation, the employee is promoted to a grade, which, again 

corresponds to the result of his formal appraisal. Only when the 

employee reaches the highest grade in the post, is he promoted to 

the next rank. On the other hand, if an employee's ability and 

performance are not totally upto the expected standard, even then 

he is promoted till a certain level. This is because, the lower 

grades have e period of maximum duration, on the completion of 

which an employee is automatically transferred to the next grade 

and then to the subsequent post. But the'se employees are 

nafurally not pr~~oted beyond a particular post and also are 

usually entrusted with the most peripheral kind of work. 

It is usually among the able employees that the competition 

for higher supervisory or managerial positions becomes keener. On 

the white-collar career track only the most successful employees 

climb the internal promotional ladder. In this context, it is 

also important to make a mention of the employees who are 

transferred or despatched (Shukko) from the parent firms to the 

subsidiar1es. The despatched workers consist of blue-collar as 

17 Ibid p. 17. 
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well as managerial personnel of various ranks usually in their 

forties and fifties. This system of despatching of workers 

however should not be viewed only as a means of dissulsin~ 

retrenchffient, because it is also used for positive purposes such 

as assisting the~management of affiliated firms and subsidiaries 

and facilitating the career development of promising young 

employees. There have been instances where, if and when a 

transferred employee has proved his managerial or specialist 

ability. he has been recalled to the parent corporation. So, the 

motive behind5hu~o,should always be judged in terms of the then 

existing business performance of the parent corporation. 

The above mentioned kind of grading system became 

widespread £rom· the later half of the 1960s. The intention behind 

the introduction aa well'as continuation of such a system was to 

reward and promote the employees according to their ability to 

perform and actual performance. Hence, the seniority wage system 

is also referred to as the seniority-merit system. The 

amalsamation o£ both seniority as well as merit has been possible 

because of the adoption of such a system of promotion. If reward 

had been based on post or rank only, then, 1 some may have been 

promoted while the others with the same ability would/could not 

have been promoted because of a paucity of an adequate number of 

ranks. This would have resulted in a difference 

a~ain would have contradicted the principle of 

being treated accordins to their ability. 

of pay which, 

all employees 

Hence, the 

justification of the adoption of the above mentioned system, 

where, even if an employee was promoted to a higher rank, it 

would not necessarily lead to a difference in wage levels. 

Given the operation of this kind of a system, it cannot be 

inferred that promotion is fully paternalistic in a Japanese 

corporation. To a certain extent, behind the system of promotion 

exists an undercurrent of intense competition among and between 

the capable employees. The system is paternalistic to the extent 

that it does not . eliminate the incapable employees from the 

corporation, but when it comes to promotion to the ranks beyond 

thu normally accessible ranks, 

The other important aspect 

corporation is the pcssibility 

the system becomes competitive. 

of the promotion system in a 

of a gradual white-collarisation 
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of the blue-collar worker. 16 The cornerstone of the process and 

phenomenon of white-collarisation is the "internal promotion 

type" 19 o£ career pattern, which is typical of the Japanese 

co~porations and is characterised by work careers, within the 

ccrporations. that have late and high celllnss. In such a typical 

career pattern of a Japanese corporation employee, he is not 

confined to only one job during his working tenure with the 

corporation, rather he has a series of closely related jobs, 

whic6 again determine the breadth of his skill and how much his 

wages would increase. However, since the wage rates are 

d~termined separately from the job performed, workers can move 

flexibly from job to job within the workshops and because there 

are only minor differentials in basic wages amons workshops, 

frequent transfers do not cause disruptions. The earlie~ 

description of wage-dete~minants as well as of life-time 

employment also help to understand why Japanese blue-collar 

workers in these corporations have as stable employment as white

collar employees in the west. Not only is stability of employment 

a point of similarity between the blue-collar and the white

collar workers of Japan and those of West Europe and America, 

formation ~nd acquisition of skills as well as the climbing of 

the hierarchal company ranks to the level of the s~pervisor's by 

the blu~ collar employees are equally important points of 
• 

analogy. The type of skills the workers in a Japanese corporation 

ac~uire is perhaps a lot more varied than that of theit· 

counterparts in the West,and this thrust on the acquisition of 

firm-specific general skills gives the Japanese workers a more 

holistic view of the whole production system and hence makes 

their functioning within any shopfloor group possible. Hence, 

both in terms of skill as well as ·work motivation,a white-

collarised blue-collar worker and, for example, an engineer, a 

white-collar worker, in a Japanese Corporation has little 

difference. Though the instances of white-collarisation of blue

collar workers both in terms of wages as well as rank is almost a 

universal phenomenon/practice in the Japanese corporations, 

nevertheless, this practice is not unique tQ Japan, 

18 Kazuo Koike, "Internal Labor Market: Workers 
Firms", in Taishiro Shirai ed. Contemporary 
Relations in Japan, (Uisconsin, 1983). 

19 Ibid, p.50. 

as some 

in laree 
Industrial 
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observers would like to believe and interpret. The West European 

as well as the American large-scale manufacturina companies have 

also recorded the ~radual white-collarisation process, but when 

compared to Japan,the degree and extent of white-collarisation 

is lower than that of Japan. So, this characteristic of the 

promotion pattern in a Japanese corporation, thouah relatively a 

lot more widespread than in the case of other developed 

countries, with more effectfve ramifications, is nevertheless not 

unique. 

ENTERPRr"SE UNION 

As the term sisnifies, it is the conslomeration of the 

regular workers of a corporation, being both buttressed by, as 

well as giving im~ortant support to the above mentioned practices 

of the employment system of a Japanese corporation. The 

enterprise-based union is a substructure of a Japanese 

corporation which mediates and represents the collective interest 

of its permanent employees vis-a-vis the management. The firm 

level labour unions are characterised by the following features: 

first, as already mentioned, the membership is limited to the 

reaular employees of the corporation. Secondly, the extention of 

membership is usually limited to the blue collar workers, and in 

some unions, also stretched to a certain rank of white-collar 

workers. Thirdly, the union officers are elected from amons the 

employees and are paid by the union, but side by side, also 

retain their 

almost 72% 

employee status in the enterprise. Fourthly, though 

of the enterprise unions are affiliated to larae 

federation of workers outside the corporation, 20 nevertheless, ~ 

they manage to retain their sovereignty at the firm level. 

The functioning of the enterprise union is usually held at 

two levels, each level explaining the two different types of 

stands taken by the union. The first is the collective 

bar~aininQ process, whare the union takes an aggressive stance 

and the second is the labor-management joint consultation system 

where the attitude of the union is more co-operative. Normally, 

20 Taishlro Shirai, 
Taishiro Shirai, 
Japan (W~sconsin, 

"A Theory of Enterprise Unionism", 
ed. Contemporary Industrial.Relations 
1983), p. 119. 

in 
in 
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collective bareainins takes place once every year with the onset 

of Shuntoor the Spring Labour Offensive. Thi~ form of protest 

culminating in collective bargaining 
"" 

between labour and 

management, is a concerted union drive for improvements in 

'~orking conditions. The most discussed issue in each Offensive is 

the extent to which wages would rise that year. The size of the 

wage increase is said to be influenced by such factors as the 

rate of increase in the Consumer Price lndex, labour market 

conditions as well as business performance. The joint 

consultation system on the other hand, is used by the management 

as a channel for dissemination of information as well as for 

consultation with the enterprise union reaarding issues such as, 

current business p~rformance and status of the corporation, 

management, production or other related problems and solutions to 

them, plans for future investment, plant location or relocation, 

manpower adjustments in the wake of adoption of new 

technology,and the latter's impact on employment as well as 

workins conditivns. Apart from these general matters, the 

consultations also cover such particular personnel matters like: 

recruitment, transfer, placement, working hours and schedules, 

training and discipline, social concerns related 

welfare activities and benefits, industrial 

to employees' 

safety and 

environmental hazards and others. An interesting point to be 

noted here is that it is to the employer's interest that the 

joint consultation system includes as many varied and important 

subje~te as possible, because,accordlng to convention, the unions 

do not hav~ the right to strike over the subjects or issues which 

are discussed in the joint consultation meetings. Given their 

nature and g,.liidelines of operation at these two levels, an 

enterprise union can be said to be functional in two ways. On the 

one hand, the union as a workers' organisation confronts and 

resists the management in order to protect the employees' 

interests in the wake of a conflict between the two. On the other 

hand, it also co-operates with in promoting the mutual interests 

of the employee and management relations. The attitude of 

confrontation or conciliation/co-operation are the two sides of 

the same coin. Which side of the coin the union would place on 

the table is determined by the nature of the issue, the ideology 

of the union leadership, the reaction of the members of the 

union, l8bor ~olicy o! the management etc. 



58 

The efficacy of the ba~gaining st~ength of the ente~p~ise 

unions has been felt th~ough the yea~s in that, the Shunto has 

succQeded in inc~easing the basic wages of the employees but as 

Table-III shows, the pe~centage of inc~ease in wages f~om the 

~revious yea~ has been showing a decline. For example, the 

decline in the rate of inc~ease in 1987 can be attributed to the 

impact of the appreciation of yen on indust~ial performance. The 

percentage rise in the following year however reveals that the 

Shunto pay 

Table III - SHUNTO WAGE INCREASE 

Year Basic Wage WAGE INCREASE 
P~ior to 
increase Amount Percent 

1980 1?3,320 11,679 6.74 

1991 182,690 14.037 7.68 

1992 194,154 13,613 7. 01 

1993 203,655 8,964 4.40 

1984 209,617 9,354 4.46 

1985 215,998 10,871 5.03 

1986 222,869 10,146 4.55 

1987 232,118 8.-27 5 3.56 

1988 238,4(19 10,573 4.43 

Source: Japan 1989, An International Comparison, 
Centre, Tokyo. 

Foreign Press 

rise is e£fectiv~ in fixing a raise according to business 

oerformance, because 1998 had shown an improvement in the 

business performance of the industries hit by yen appreciation. 

In general, the enterprise unions have succeeded in 

improving the wages and working conditions of the employees. 

Their constant harping on the attainment of a kind of 

egalitarianism among the ewployees of the corporation has 
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resulted in a ~radual narrowin~ down of wa~e differentials 

bet~een the white and the blue-collar workers as well as a less 

ri~orous system of status distinction/differentiation. For 

instance, both the bonus scheme and the provision of ~elfare 

benefits are extended to all regular employees rather than 

r@stficting to the management only. Another positive contribution 

of the enterprise union, pointed out by Bernard Eccleston21 has 

been, re~ardins the retention of the system of "life-time 

employment". He notes a positive relation be~ween the degree of 

strength/power of an enterprise union and the longevity of an 

employee's tenure in a corporation. Thus, if and where the union 

representation is strong, the tenure of the employees has been 

longer, thereby giving members access to the higher/highest parts 

of the wage profile. Between the period 1955 and 1975, for 

example, the total earnings rose sharply and the real wages of 

the employers increased by more than 300%. 22 Though real wages 

did not rise commensurate with the rise in real productivity, 

nevertheless, in absolute terms, 

rise in wages of employees, and 

there has been a progressive 

in this, the activities of the 

enterprise union have played a significant role. 

The activities and tne nature of enterprise union however 

have invited a lot of criticism. For instance, their 

participation in the joint consultations with the management has 

been criticised as in the nature not of co-operation but of 

conciliation. The other point over which the efficacy of the 

enterprise union has been doubted by several is, · • regarding 

the transfer of employees ~s well as the increasing instances of 

voluntary retirement of older employees before they can reach the 

highest scale of the wage profile and continue to be positioned 

at that level befor~ the normal time of retirement. Though the 

enterprise union stands as an autonomous body from the larger 

labour federations, there have been instances of a considerable 

de~re~ of company interference over the methods of consensus 

building etc. Any resistance shown to vote for a company-backed 

candidate is considered an index of a show of defiance on the 

21 Bernard Eccleston, State and Society in Post-Uar Japan, 
(Cambridse, U.K. 1989), p. 82. 

22 Ibid 
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part of the employee towa~ds the ente~p~ise union as well as the 

corporation. A simila~ kind of pressure is put on the members of 

the union when an issue comes up fo~ endo~sement through a 

consensus. So, actually, the overwhelmins p~essu~es placed on 

workers to display co-operative and diligent attitude place 

seve~e const~aints on the independence of unions . Howeve~. . 
insplte of ~hese drawbacks, these ente~p~ise unions have proved 

to be the most suitable fo~m of labou~ ~ep~esentation in the 

Japanese corporations. 

The rationale behind the existence of the enterprise unions 

can be sought in two thinas: fi~st, the whole employment system, 

functioning within the internal labour market. Secondly, the 

historlcal,and to a certain extent, the cultu~al conditions. The 

importance of the latter emerges from a study of the evolution of 

ente~prise unions th~ough the p~e-second Uo~ld Uar period till 

the 1960s. As Dore23 points out, it was the lack of a tradition 

of craft or industrial unions that contributed to the development 

of enterprise unionism in Japan. The existence of an "enterprise 

consciousness" among the employees of the Japanese corporations, 

the eme~aence of.which was to the interest of the employers, and 

the absence of a market based wase system, helped the company 

based unions to consolidate thei~ power. The existing imperfect 

labour market conditions as well as the eaaerness of the 

employers assisted these enterprise unions to play an influential 

role in entrenching the system by beinQ able to demand security 

ot employment as well as, by virtue of their increasins power, to 

turther ~einforce the enterprise consciousness. The employment 

p~actices, as described above, however, also find a proper 

expression and a valuable support from.the enterprise unions. In 

such a corporation, the workers find their common interests as 

industrial workers within the context of the particular 

corporation. Their basic conditions of employment, such as wages, 

welfare facilities. 

employment security, 

characteristics of 

fringe benefits, workins hours as well as 

are usually determined by the component 

the particular corporation. such as 

technology, the structure and composition of the labour force, 

23 R.P. Do~e. B~itish Factory-Japanese Factory: The Orisins of 
National Diversity in Industrial Relations (Berkeley, 1973), 
p. 400. 
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the required skills and the 

market.the overall labour policy 

in-house-training system, the 

of the management etc. So. 

commonality of the factors affecting the workers creates a kind 

of a sense· of solidarity amon·g them, where their common interests 

a~e shared primarily with fellow workers at the shop-floor, plant 

and at the level of total co~poration. Enterprise union, whatever 

its drawbacks, however has, till now been of benefit to the 

employers certainly and also to those employees, who however form 

a very small percentage of the total labour force of Japan. Thus, 

the organisation of the employees has both sustained and has been 

sustained by the employment system. 

ThP above discussion on the employment system would remain 

incomplete without a brief mention of the two major support 

factors which actually sustain it. These are, first, the 

existence of the internal labour market within the corporation. 

Secondly,.the supply of the buffer labour stock from the open, or 

the external labour market. As figure 1 in this -chapter shows, 

the totality of the employment 

corporation actually functions within 

practices 

the wider 

of a 

folds 

_Japanese 

of the 

internal labour market, and the entire gamut of the employment 

practices constitute the whole, ie., the internal labour market. 

As has been seen before, the management of the corporations have 

preferred to sub~titute the search costs involved in finding 

suitable workers from the external market, with the costs over 

the on-the-job training of employees recruited on the basis of 
-

their basic educational background. This system has been made 

pos~ible because, first, the skills thus acquired have been made 

firm-specific either by the adoption of anti-poaching agreements 

between and among the different corporations or by the adoption 

of a specified and untried technology. Secondly, this system 

works efficiently in a structure where an orsanisatlon operates a 

job hierarchy, •he ascent of which involves workers moving to 

jobs ot ever increasins complexity. Such an internal labour 

market enables the management to conduct controlled experiments 

in which the employees are trainod and their skills are assessed. 

The willingness of the management to invest in training a worker 

emer~es from the guarantee that the sums of the expected present 

values of the marginal productivity of the worker would increase 

and in the long run help the company. Again, the employee, who is 
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assumed, in the case of Japan, to be risk averse, is offered a 

salary contract which guarantees a fixed reward and employment. 

This, in sum, is the relationship of the employer and the 

employee in the context of the Japanese corporation. However, the 

point which should be borne in mind is that, this kind of a 

treatment is offered by the management only to those specific 

groups of employees belonging to white-collar as well as blue-

collar workers, whose replacement costs are high, and hence, who 

form the core Qroup of treasured employees. So, the much talked 

about internal labour market with all its components, actually 

consists of the ~ore group of employees who constitute a certain 
~ 

percentage of thb larger work force within the corporation. The 

limitation in the percentage of the core employees is more so in 

the case of the blue-collar workers than among the white-collar 

workers. It is only this core sroup of employees which enjoys the 

paternalistic facilities. This privileged section of the internal 

labour market is actually buttressed to a sizeable extent, by the 

supply of labour from the external labour market. Uhen the 

business performance of the corporation declines, it is the 

labour despatched, subcontracted and the temporary 

incorporated from the subsidiaries or from the open labour market 

who get retrenched. Similarly, since the corporation cannot 

afford to 

internal 

incorporate too many workers 

labour-market, such workers 

into the folds of the 

from the external/open 

labour market are recruited for the kind of jobs which may/do not 

need a high degree of skill specification. So, the external 

labour-market acts as a shock absorber of the internal labour 

market and acts as a very integral support structure to the whole 

functioning of the internal labour market and the employment 

practices of a Japanese Corporation. 
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CHAPTER II 

SOCIAL INTEGRATION OF THE YORKER INTO THE CORPORATION 

A positive response from the employees to the paternalistic 

attitude of the corporation towards them is the consequence of a 

social integration of the ~mployees into the corporation. Yhen 

the latter is achieved, the corporation does not remain only an 

economic unit, rather it functions more like a community which 

sustains both the economic as well as the social life of its 

members. The members on the other hand, besin to identify 

themselves with the coromunity and harbour a sense of 

belongingness to it. A Japanese corporation which purportedly 

functions like a commun~ty~ offers to its members, both economic 

and cultural facilities through which it sets ita societal 

nuances,thereby, being able to provide psychological and material 

satisfaction to the employees/members at large (th~ latter point 

is discussed in Chapter--III). The employment practices, as 

discussed in the previous chapter, together with the schemes of 

welfare benefit offered to the employees, form the instruments 

with which the corporation pulls the employees into its folds. 

These facilities,· along with th~ work atmosphere lead to the 

formation of cohesion among its members/employees which give rise 

to a practice of give and ·take between and among the employees 

and the corporation. 

This chapter, while dealing with the broader theme of the 

social intesration of the employer into the corporation, will 

discuss, !irst, the labour welfare schemes and secondly, employee 

cohesiveness. The employee benefit schemes are being separately 

dealt with in this chapter along with employee cohesion, because 

of two reasons: first, its separation from the precedin~ 
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discussion on employment practices is justified by the extra-

economic nature of lts manifestations. Second, a reason which 

follows from the first, is related to its integral role in the 

formation of the feeling of cohesion among the members of the 

community/corporation and hence its function in maintaining the 

social bonds of human relations within the corporation. The 

formation and sustenance of employee cohesion will be seen as a 

ramification of the whole set of employment practices inclusive 

of th~ em~loyee benefits. In this regard, the instruments which 

help in the formation of such a bond, both in the workplac~, and 

. 
outside it, ·will be discussed. Its nature and its impact will 

reveal i~s importance and necessity vis-a-vis the sustenance of 

the social structure of the Japanese corporation. The 

ramifications, both social and economic will seek to explain the 

degree and the nature of social integration of the employee into 

the corporation. 

UELFARE BENEFITS OF THE EMPLOYEES: 

The welfare bP.nefits ~an be classified in two ways: 

a) Accordine to the nature of their provisions. 

b)· According to the decision making levels which plan and 
~ 

implement them. 

Under the first classification fall three types of welfare 

items, namely, legally required benefit items, collectively 

agreed-upon benefit items and employees' voluntary benefit 

items 1
• The first category includes the insurance items and the 

1 Yoshitaka Fujita, 
Relations, Japanese 
(Tokyo, 1984). 

Employee 
Industrial 

Benefits and Industrial 
Relations series no.l2. 

r 
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family wage allowances. The second type consists of: retirement 

allowance; private pension programmes; accident compensation 

benefits; subsidy for saving and home building/purchase; health 

services and health insurance benefits, subsidy for community; 

1:> 
lunch meals etc.; life insurance premium, gift money. The third 

group includes such benefits as housing provided by the 

corporation, recreational and leisure related facilities and 

setting up of a mutual aid co-operative in which both the 

employer and the employee participate. These various types of 

welfare schemes are planned and administered at two levels. The 

first group of such benefits is decided on and implemented 

through collective bargaining, and the second group of benefits, 

through th~ joint consultative machinery between the employer and 

employee. Schemes such as retirement allowances, pension 

programmes, social insurance premiums, gift money, accident 

compensation etc. come under the jurisdiction of collective 

bargaining. Recreational activities, housing, whether offered by 

corporation or in terms of asset formation, and the recent life 

time total welfar~ plan are a product of the joint consultative 

machinery. 

The major social insurance proerams which the legally 

requiced benefits cover are Employees' Pension Insurance which 

. 
includes old · age as well as Survivors' and Disability Pension, 

Health Insurance, Employment Insurance and \Jorkmens' Accident 

Compensation Insurance. For all the above mentioned insurance 

ptemiums both the employer as well as the employee, as a rule 

make contributions. As far as the Health Insurance and the 

Employees' Pension Insurance are concerned, the corporations with 

the approval of the governmental authorities can manage and 
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operate these totally, in which case, the corporations are also 

dble to provide more favourable benefits than those offered by 

the government. 

An important test for the compensation system in the case of 

these corporations is the extent to which it satisfies the 

person~l needs of the employee~. It was to this end that the 

family waee allowance was introduced by the corporations as a 

part of the "total compensation packaee during the First World 

War. Gradually, this was adopted by a majority of the 

corporations and by 1960s, this became a widespread practice. In 

fact, durine the 1960s, the family wage allowance and the 

community aliowances formed the two most important fringe 

benefits offered by the ~orporations to its employees. The 

family wage allowance was basically meant to be an important 

source of additional income for workers with large families. So, 

in practice, it adop~ed the form of a special allowance or an 

extra compensation for all the family members Qf an employee, and 

hence in effect m~ant, the larser the family of the employee, the 

heavier the allowance (to a limit) for him. The second half of 

the 1970s and the end of the era of rapid economic expansion saw 

a ~radual decrease in the workers' desire to continue with the 

practice of grantinG this allowance. This aradual change in the 

employees' attitude encouraged the manaae~ent to gradually freeze 

the level of this allowance, because this non-work related 

compensation item was gradually becoming unnecessary. This 

decision to freeze the level of the family wage allowance was not 

deGried by the labour union, in fact, some of the unions even 

agreed to discontinue the practice where the management offered 

to make an avera~e of this allowance and add it up to everybody's 
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pay-packet i~~espective of his ma~ital o~ family status. This 

was welcomed by the unions, because this in effect amounted to ~n 

inc~ease ove~ and above the usual inc~ease in the base-pay which 

was demanded and a~anted each year with the Spring-Wage 

Offensive. This change of attitude over the necessity of such an 

allowance both on the part of the employees as well as the 

employe~s can be att~ibuted to certain significant developments, 

emerging during the last quarter of the 1970s. 2 One of the most 

important factors was the continuing as well as widesp~ead 

Jnc~ease in the real wages of the employees. In view of such a 

continuous and a substantial rise, the employe~s conside~ed it 

less impo~tant to put the p~oposal of small income differentials 

based on jamily size, on the baraaining table every year. The 

second facto~ was an outcome of a gradually evolving social 

change. This pe~iod witnessed the gradual transformation of the 

ave~age Japanese family into smaller nuclear families, each with 

two children. The change in the size of the employees' family 

began to be considered by the union as the standa~d family while 

making the cost-of-living calculations. A thi~d facto~ came in 

the shape of the feelin8 of disaruntlement projected by the 

workers who were still single, and whose number in the total 

employee group had been on the rise in this period, towards t~ 

p~actice of granting family wage allowance. They ~aw the latte~ 

as a chief ~&ctor widening the wage differentials between their 

category and the family man's category. This feeling, if only not 

dccommodated, could have led to a feeling of alienation among the 

single workers vis-a-vis their wo~k a~oup as well as the senio~. 

married workers. The need for an accommodation of such an 

2 Shin-lchl Takezawa and Arthu~ M. Whitehall, Uork Ways: Japan 
and America, (Tokyo, 1983), p. 150. 
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attitude was felt more by the management than the unions because 

this was a p~riod of employment expansion on the one hand and a 

shortage of young job seekers on the other. In this kind of a 

supply- demarid situation in the labour market, the management as 

well as the union were forced to yield more to the young age 

group. This was reflected in the way the wage adjustments began 

to be made during the Spring Uage Offensive period. The period 

between 1961 and 1976 witnessed an increase of almost 154% in the 

nominal wages of the young workers, as against an increase of 41\ 

in the case of the older workers 3 • Since the continuation of such 

a rate of increase, would, in the long run, have led to a tilting 

of the balance in favour of the younger age group and complicated 

work relations, 'he union adopted the formula of the "key-age 

minimum increase guarantee" 4 • This formula made the minimum age 

dependent on the standard cost ot living of the (selected) key

age employees. The adoption of this formula prepared the ground 

work for the continuing practice of ase-wase progression by which 

an average Japanese wage curve rises with age, reaching a peak 

around fifty to. fifty five years. This formula and its widespread 

adoption succeeded in satisfying the demands of both the younger 

as well as the older workers, in that, on the one hand, the 

discriminatory family wage allowanc€, in the form of an 

additional payment meant for only the relevant employees, was 

discontin11ed, and on the other hand, the essence of such an 

allowance was skillfully accommodated within the wage structure 

of a regular employee of the corporation. So, although, the 

widespread use of family wage allowance as an important fringe 

3 Ibid, p. 152. 

4 Ibid, p. 152. 
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benefit lost its popularity and applicability in the 1970s, 

nevertheless, it survived in its essence within the wage 

structure of the employee. 

The lump-sum Retirement Allowance which has already been 

dealt with in the preceding chapter may be given a cursory glance 

in this section in 

occupies 

order to justify the important 

hierarchy of labour-welfare 

position it 

schemes. All 

corporations in Japan provide a handsome retirement allowance to 

their employees. Host of these corporations set the mandatory 

age for retirement at fifty five years and are recently being 

pressurised by the government to increase it to sixty years, 

~iven the asina of the Japanese population. The small percentage 

of employers, who have so far extended the age limit to sixty 

years, usually do not count the years after fifty five as the 

service years of the employees. So, for all practical purposes, 

the benefits of employment which are related to the employees' 

age, stop at the mandatory retirement age of fifty five years. 

The retirement allowance of an employee is calculated on the 

basis of his level of the last monthly wase and his lensth of 

service. In the. case of mandatory retirement, such a co-efficient 

tends to be higher in the case of employees who are inducted into 

the corporation, on the basis of a lower educational background, 

because they usually have a longer length of service (because of 

their entry into the corporation at a lower ase) than those with T 

higher education. However, the former are not effectively paid 

hi~her retirement allowances than those with higher education, in 

absolute amounts, because this kind of a differential seta 

balanced by the difference in the compensation level of these two 

categories of employees, as those with low~r level of education 
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are paid considerably less than those ~ith hiaher education. The 

other important feature of the mode of payment of retirement 

allo~ance is that, in case employees retire voluntarily they are 

penalised by a reduced amount of retirement allo~ance. 

In actual practice, most corporations give the retirement 

benefits due to the retiring employees in a lumpsum. But 

recently, the problem of Japan's aging population is forcing the 

employers to pay a part of the lump sum amount in the form of a 

pension. The priv0 te pension program ~hich is applicable to the 

corporations is the Adjustment Pension Program.~ This is a 

program in ~hlch these corporations add 30% or more to the 

remunerotlon-related portion of the Employees' Pension Insurance 

and operate the pension program on behalf of the government, by 

depositing funds ~ith a trust bank or an insurance company . This 

provision, however is made use of by very fe~ corporations 

because the practice of receiving a part of the retirement 

allowance or even the ~hole of it, in a piece meal fashion, in 

the form of a post-retirement pension, does not quite appeal to 

the employees because of two reasons. The first is related to the 

possibility of a future devaluation of the pension benefit due to 

inflation over the years. The second is related to the tax 

problems. I£ an employee sets his retirement allo~ance in a 

lumpsum, he sets certain tax exemptions on the basis of the years 

of hi~ service. Whereas if the employee receives his retirment 

allowance in the form of a pension, he ~ould have to pay an 

lncoroe tax at a rate exactly equal to that which is payable for 

~ages and salaries. The problem related to an aging population in 

' 5 Fujita, ·n. 1. 
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Japan are b~ing felt both by the employers as well as the 

employees. Those employees who are already covered by a company 

pension programme are pressurlsins the employers for a lumpsum 

~etlrement allowance. And, on the other hand, the employers are 

pressurlslng the unions for the chanaeover to a practice of 

paying the retirement allowance ln the form of a pension, because 

a lumpsum payment to the increasing number of retiring employees 

is turning out to be a major cause of depletion of company 

rosources. Though the government is also framina a guiding policy 

to support the approach of the employers, the problem remains and 

would perhaps ~~ach a serious proportion as more and more 

employees attain the age of retirement. 

Th~ welfare schemes reearding health are of two broad types: 

a) the Health Insurance Benefits and Medical Health Services and 

b) th~ Supplemental Payments to Uorkmen's Accident Compensation 

Insurance Benefits. The general Health Insurance in Japan covers 

almost all areas ranging from diagnosis, hospitalisation, 

necessary surgery and also medicines. So as long as the 

employers, on behalf of .the employees pay the necessary premium 

to the Health Insurance program, the employees can receive 

medical care almost free of charge by paying a small nominal fee. 

This facility has however been altered slightly after 1984 

whereby the workers have to pay 10% of their medical expenses 

involved upto a certain limit, but need not pay the nominal fee 

of I 800 which they had to before 1984. This Health Insurance 

scheme 1s also extended to their family members, who can avail 

ot similar services, but have to bear 30% of the medical expenses 

involved. The additional and· related medical services lik~ 

massage serv~ces, attendants for invalids, special medicines etc. 
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~ 

are not covered b~ the Health Insurance Scheme. Nevertheless, the 

employees can avail only of such services and the expenses are 

reimbursed by the corporation. 

The Health Insurance Scheme also pays a sickness and injury 

allowance to the insured persons, in case of their inability to 

continue in their work due to non-occupational sickness or 

injury. If the inability to work is attributed to occupational 

sickness or injury~ the employee is covered by the Workmen's 

Accident Compensation Insurance. The sickness and injury 

allowance paid from the Health Insurance is equivalent to 60% of 

the standard remuneration of the employee in work, and this is 

paid for eishteen months. This amount of remuneration and the 

actual time of payment in the case of such an indisposed employee 

is still a bone of contention between the employers and the 

labour unions, where the latter have been demandins a higher 

percentage of company's contribution. The employer is also 

expect~d to pay additional ben~fits for child-birth, death and 

any other contin~ency which arises in the employee~· family. 

It is also legally required of him to bear the expenses of 

the annual medical check up which every employee of the 

corporation is exp~cted to undergo. The other types of voluntary 

services which some corporations offer to their employees, 

include provision for a medical clinic with a medical doctor as 

well as a nurse, either on a full time or a part-time basis in 

order to facilitate the employees' accessibility to medical and 

health counselling services. In fact, some of the hisher rankins 

corporations among the corporations have th~ir own hospitals, 

which offer medical services not only to their own employees but 
~ 
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also to the people of the adjacent community, thus extending 

their services even to the general public, as a part of their 

social responsibility. 

The Suppleme~talPayments to Workmen's Accident Compensation 

Insurance Benefits is a very sensitive area of welfare schemes, 

d.$ far as the labour unions' demand for its improvement is 

concerned. Its sensitiveness is also explained by its very 

nature of applicability, in the sense that it comes into force in 

the case of an employee who has been a victim of industrial 

accident, sickness or injuries. The demand for improvement of 

this scheme by the labour unions has been necessitated not only 

by the need to ensure the living standards of the employees and 

their families but also to make such a scheme costly for the 

employe~ to ~ear and hence makine it an imperative on the 

corporation to improve the workins conditions and minimise work 

hazards. All the corporations make such payments in the case of 

industrial accidents. In the case of the death of an employee, 

his immediate family is paid a lumpsum of almost ¥20 million 

though the unions. are at present demanding ¥ 25 million. In case 

an employee is disabled, he is paid a lumpsum amount and is made 

to retire from work while a case of partial disability is also 

paid a lumpsum amount but is allowed continued employment on the 

average. In the case of employees who have to be on leave because 

ot an industrial accident or occupational disease, he is 

guaranteed full pay for three years on the average. 

as 

Housing, 

well as 

for the employaes 

a social issue, 

has always been both an economic 

especially in the urbanised, 

industrial towns and citi~s of Japan, where space for living has 
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been a ~ecu~~ent p~oblem and house owne~ship is a constant d~eam 

of Japanese co~po~ate wo~ke~. So, each co~po~ation t~ies its best 

to p~ovide its employees with the best possible it can afford. 

The ~o~po~ation extends housing facilities at diffe~ent points of 

time in an employee's tenu~e in the co~po~ation. The fi~st pe~iod 

begins with the f~esh induction of the employee into the 

corpo~ation, eithe~ st~aight £~om high school, in the case of 

most of the blue-colla~ wo~kers, or from the university level, 

which mostly includes the white-collar wo~kers. To the young 

bachelo~s, out of school, the co~poration provides apartment type 

do~mito~ies, for which the corpo~atlon cha~ges a nominal rental 

pe~ month and an equally minimum amount for their food. In 

addition, the co~po~ation pays all the othe~ living expenses 

~elated to thei~ stay in the do~mitories like, maintenance, 

~eplacement of electrical fittings as well as appliances, the 

payment of sala~ies;wages to the supe~viso~y staff in charge of 

these dormlto~y-style living quarte~s etc. So, as far as the 

living expenses of these young worke~s are conce~ned, it is the 

corporation which bea~s most of it, while the newly inducted 

employees pay only a nominal amount. Ove~ the yea~s. the 

~mployees from this g~oup g~aduate to the next stage whe~e they 

want to mar~y and set up a family and hence need to ~ent p~ope~ 

houses. At this stage, such wo~k~~s usually face two p~oblems. 

First, they don't have enou~h savings which can suffice as a down 

payment fo~ a house, and secondly, they do not fulfill the 

eli~ibillty conditions ~equi~ed to avail of the governmental, 

private, corpo~ate or union connected loans. Fu~the~. the usual 

market rent £o~ privately owned houses may again be beyond their 

reach. Hence, the corporations usually choose low-~ent apartments 

to~ which governme~tal financial assistance is available in o~de~ 
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to meet the housing requirements of su~h employees, who usually 

tall under the blue-collar category. Even for the white-collar 

€roployees on a corresponding service tenure, the corporations 

tnake use ot rented accommodations, where such employees,the 

managers and the other staff, choose the housing of their choice 

dOd the corporation pays the rent, 

nevertheless its sizeable portion. 

very rarely in full, but 

-From this stage of rented living quarters, the workers, as 

they reach their mid-thirties begin to aspire for ~he self-owned 

houses and a·partments which are nee ess i tat ed by their increased 

family responsibilities and aspirations. However, even at this 

stage, an average worker of such a corporation is unable to 

accumulate enough savings which can enable him to buy a house. 

The resource. crunch faced by such an employee is further 

compounded by the soaring land as well as house and apartment 

~ents;prices in the urbanised and industrialised areas of Japan 

and ' hence the need for a loan for such a purchase becomes 

important. In the light of such problems, both the management as 

well as the union periodically review the housing needs of the 

workers and chalk out the management as well as the union 

programmes to maet such housing demands. The importance o£ 

housing is given its due credence even by the government which, 

through its direct or indirect means tries to meet such 

diversified needs of the workers. One of the most popular means 

of rneetinB the financial needs of the workers for housing has 

b~en the employees' voluntary deposit with their respective 

corporat~ons. On such trends operated within the corporation, are 

b•aed the provisions of the home-ownership loans granted to the 

workers as assistdnce for buying a house or apartment. The 
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Employees' Voluntary Deposit and the housing loans based on it 

have'proved to be of much convenience to the employees because, 

on the one hand, they receive interest rates higher than those 

paid by banks on their deposits in the corporation operated fund, 

and on the other hand, are entitled to housing loans from the 

corporation at a lower interest rate and long repayment period 

than that of outside financial institutions. Such kinds of 

assistance for house-ownership as well as for other types of 

property or asset accumulation are also supported by the 

government through Law for the Promotion of Uorkers' Property 

Accumulation,• which seeks to promote property and asset 

accumulation by the workers, the basic standard of living of the 

workers thereby contributine to the development of the national 

economy. Furthermore, as part of the assistance obligated by the 

housing loan program from the Uorkers' Property Accumulation 

Savings or as independent assistance for the program, the 

management of the corporations actually offer a variety of 

assistance to promote employees' house ownership. Most of the 

corporations extend facilities for employees to purchase building 

lots and/or housing, for which the interest on the loans are 

subsidised, and they also offer counselline services to solve the 

employees' housing problems. The quali~ications for receiving the 

housing l~ans are generally based on the employees' service 

years, wage level and of course the balance of savings. The 

maximum loan amount and interest 
~p, 

rate~ from corporation to 

corporation, but the maximum amount averages Y 7,860,000 and the 

interest rate averages 5.3% per year, compared to the open market 

rate of 8.5%. (Uhe~ employees conclude housing loans with outside 

6 Ibid. 
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financial institutions employe~s/manaaement subside 3% of the 

interest on the ave~age). 

The housing accommodations offe~ed by the co~poration to its 

employees can be classified into th~ee types: a) housing owned by 

tha co~po~ation, b) that leased f~om p~ivate owners and c) that 

leased from the employees themselves who are transferred to other 

work places for a certain period of time which usually runs into 

a couple o~ more years. The acquisition of houslne or living 

apartment/quarters by the corportlon is a necessary_ expense it 

has to bear, because, usually it becomes the informal 

responsibility of the co~po~ation to house the t~ansfe~~ed 

employees 

hometown. 

the ones ~elocated to places othe~ than their 

As mentioned above, co~po~ations do encou~age thel~ 

employees to own houses by offe~ing them loans and lnte~est 

subsidies witn the suppo~t of eove~nment policies. So, when such 

employees get transferred f~om thei~ domicilia~y towns/cities, 

whe~e they have purchased houses, the corporation usually leases 

thes~ houses approximately at the ma~ket ~ate and then ~ents out 

such accommodation to the othe~ employees by collecting rent 

equivalent to about one-thi~d of the ma~ket ~ate. Though such 

expenses lncu~red by the co~poration, for the benefit of the 

employees are not strictly accounted for as employee benefit 

~osts, they are the much deslred/~equi~ed invisible benefits. 

Anothe~ very popular type of employee benefit is the 

corporation's subsidies for lunch meals and commuting. When the 

cocporation has a cafetaria for employees, it subsidises their 

meals so that they can eat there at a conside~ably lowe~ p~ice 

than the market. Uhen the co~poratlon does not have a cafetaria, 
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it either distributes coupons to employees so that they can avail 

of meals at designated private restaurants under corporate 

contracts, or pays the employees meal allowances in cash every 

month. The meal subsidies either in the form of cash or coupon 

are non-taxable for both the corporation as well as employees 

upto a ceiling Y2,50o;aPmonth. The subsidies for commuting to and 

fro between the workplace and the employee's residence are 

prov(ded not only to the perman~nt/reaular employees but to the 

temporary and suucontracted employees of the corporation' too. 

There are two ways in which the corporation subsidises commuting 

expenses. The first is by purchasing the employees' commuting 

passes and the other is to pay them in cash. Uhen employees have 

to commute to the factory in the rural areas, for which a number 

ot them use their cars, the corporation pays them the amount of 

money which is equivalent to the cost incurred if they commuted 

by means of public transportation. The other alternative method 

' 
to the latter case is to provide the fuel for the vehicle at a 

discountP.d pr~ce. Th~se subsidies are also non-taxable for both 

corporations and employees till a limit V ~0,500 per month. 

Besides subsidising these daily necessities of the employees, the 

corporation also provides workers with the uniforms. 

Apart from the supplemental payments to social security 

benefits, the Japanese corporations usually offer employees gift 

money independently or through a mutual aid association, on the 

occasion o£ personal and social events such as child birth, 

marriage, sickness. injury, hospitalisation, death of a family 

member. childrens" admission to universities and graduation. Uhen 

an employee dies tor either occupational or non occupational 
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causes, the managemen~ of the corporation very often arranges the 

funeral and related rites. 

Another type of assistance which is extended to the family 

of the employees who have to be transferred to a non-family 

posting, is gradually cuttine out a vital and important niche for 

itself in the whole basket of employee benefit schemes. The 

corporations have to deal with the increasing instances of the 

Tanshin-Funin (Single-member-family). At the level of the 

transferred employees' family, the corporation takes 

responsibility of looking after its needs, beginning from house 

rent to the childrens' education. At the level of the transferred 

employee, who has to arrange for his living space in an alien 

surrounding, the corporation provides him with all assistance 

includins those related to non-official matters, because, the 

employee stays without a f~mily. This is a necessary burden for 

the corporation. So the management of the consequences of 

splitting the employees' families is becoming an important, 

though non-o££lcial and non-formalised, aspect of employee 

benefit schemes. The recreational programmes offered by the 

corporation to the employees ,include a variety, related to 

social, cultural activities as well a~ team sports. Included in 

this category are the myriad interdepartmental and inter-company 

leaQues and tournaments found in most company recreational 

efforts. Tahle-I shows the ratio of corporations, divided into 

t~o groups according to employee capacity, offering different 

types of recreational events. 



80 

TABLE I - TYPE OF RECREATIONAL EVENT AND RATIO OF CORPORATIONS 
SPONSORING THEM BY SIZE OF CORPORATION (1977) 

(in%) 

Size of Corporation 

' 

5,000 or more 1,000-4,999 

lnterdQpartmQntal Matches 82.8 71.2 

Athletic meeting 7 2. 7 45.8 

Theatre 30.6 19.8 

Lecture 29.9 10.1 

Cultural Clubs' Convention 49.3 25.2 

Cultural Festival 44.4 20.4 

Company excursion 63.0 75.5 

Source: Yo s hi t aka F u j i t a , .::E~m::.cP::..:l~O:::..Y.r...::::e.::e:.,._~B:::..e::::.n;_:.:::e:.:f~i:..:t;:s;--::::a:.:.n::.:d:;--;.I .:.:n:.=d:.::u::.::s::-t=-=-r.:i~a:..::.l 
Relations, Japanese Industrial Relaiions Series No.12. 
(Tokyo, 1984) 

One interesting point to be noticed in the provision of such 

recreational activities is that most of the prosrams offered by 

the corporation emphasise the workinQ of the group. For example, 

most of the cultural activities, like chess, flower arrangement, 

tea ceremony, photography, dressmaking/handicraft, calligraphy, 

music etc., are all provided as sroup cultural activities. 

Further, the sports club activities include base-ball, table-

tennis, soft-ball, iishins, eolf, tennis, mountaineerins/hikins, 

bowling, skiing etc. Uhen the employees use a symnasium, 

playground, court, library, club-room etc., they are usually not 

charged. Similarly, it is the corporation again, which bears the 

~omplete cost of interdepartmental matches, athletic meetings, 

lecture meetings, cultural conventions and festivals. It is only 

when the employees use a swimming pool, rest house, mountain o~ 
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sea-side lodge etc. that they have to make a certain amount of 

nominal payment. For example, while residing in the out-of-

station company lodges, on- vacation, the employees have to pay 

tor their meals, whi~h are actually subsidised and hence a lot 

lower than that of the market rates. But, the other costs for 

maintaining and administering the above mentioned facilities are 

all born~ by the corporation. As for the club activities, the 

corporGtion usually appropriates a budget at the beginning of the 

fiscal year by holding a meeting of club captains to decide how 

to allocate the budget for each club. If and when the budget can 

not balance th~ expected expenditure, the deficit is finally met 

by the club members themselves. 

The corporation-wide cultural, sports or recreational 

activities and club activities are usually planned and promoted 

by recreation leaders who ·are chosen from each workshop and 

entrusted the duty of a leader by a rotation system. In certain 

cases, the management of the corporation, jointly with the union, 

systewatically trains and develops these leaders for 

the various func~ions. It is interestins to note here, that most 

of thest leaders are usually chosen from amons the young workers. 

The practice of granting such leadership opportunities to the 

youns employees in th~ field of recreational activities is very 

important and significant in that,it acts as a safety valve in 

the otherwise tight and strictly hierarchial relationship between 

the youns and older employees ai the shop-floor level workgroups. 

H~nce, this.divlsion of labour responsibilities for the total 

organisation helps in maintaining good human relations between 

different generations of employees and thereby facilitates and 

activates their work performance. 
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Before the Second World War,the objectives of employee 

benefits were very obviously, directed towards the inculcation of 

a sense of commitment or loyalty on the part of the employee 

tova~ds the corpcrations, a feeling which was extremely scarce 

amon& workers during that period. So,the labour-welfare schemes 

acted as the lures which attracted and kept the employees in the 

corporations. The post-Second World War era, however, saw a 

chan~e in this approach. The emphasis in this era was more on the 

employees' life-time total welfare. It was perhaps this change 

from the very pointed economic/materialistic approach to a more 

holistic social approach that succeeded much more in integrating 

the employees, socially, into the folds ot the overall activities 

of the corporation. At present, more and more 

employers/mana~~ment of the corporations, view the enterprise as 

a community, not so much in economic terms only, but also in more 

Qene~al terms where p~ople for the life time come together to 

share a certain common objective. "The raison d'etre of the 

enterprise rests with the realisation o£ physical and spiritual 

well-being of people working there. It is thus the responsibility 

o£ the enterprise to build up the happiness of employees and 

their families" 7 , So, the recent approach/ideology of the 

management makes the need to increase productivity, a necessity 

or a means, only for facilitating the subse~uent achievement of a 

welfare community within the corporation. 

1 Takeshi Asozu, quoted in Yoshitaka Fujita, EmploYee Benefits 
and Industrial Relations, Japanese Industrial Relations 
Series No.lZ, (Tokyo, 1984). 
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In the pre-war period, the welfare schemes which were 

offe~ed, functioned chiefly ln place of social secu~ity programs 

as well as a sup~lement to wages which were relatively much 

lower. In the post-war period, these welfare schemes were 

adjusted in a way that they played a supplemental role to the 

existing soci~l security programs in that, they filled up those 

vacuums which the social security programs did not cover. Another 

very important function of the welfare schemes lies in its 

suplemental role to the waae structure. Uhat with a greater 

tendency towards a centralisation as well as standardisation of 

wage determination, the need for the increasing provision of the 

welfar~ schemes is more and more being considered as the part of 

the wase d~ift th~t reflects productivity differentials. (Labour 

unions are strensthenins their activities in such a direction 

that the wage-level is equivalent to the one prevailing in the 

industry and that the respective corporations ensure or improve 

employee benefits according to the different rates of 

productivity increase). Hence, the employees, these days, tend to 

decide upon their employe~ on the basis of the magnitude of 

employee benefits; because the inter-firm wage differentials are . . 
gradually narrowing down a great deal. (Thus employee benefits 

function increasingly for the sake of manpower ~llocation. It is 

also important that employee benefits are becomins an integral 

part of the Japan!se form of participative manasement). An index 

of the importance attached to employee benefits is its gradually 

extending scope. Employee benefits are beins extended not only to 

the retired employees o£ the corporation, but certain schemes and 

activities such as sports and cultural or recreational 

facilities are also being made available to the community 

residence. 



84 

EMPLOYEE COHESIVENESS: 

The intensive and frequent social interaction among 

employees both at work and in activities outside it, gives rise 

to a feeling of cohesion both between and among the employees. 

The resultant employee cohesiveness facilitates in the 

integration of the employees into the fold of the corporation and 

makes the crystallisation of the idea of a community possible. 

However the emergence and the existence of this cohesion among 

the 'members'of the corporation owes a great deal to the 

"per~asiveness of collectivity orientations in everyday 

interaction in the Japanese society0 Mlarge. As is widely held, 

every Japanese is brought up in a mannner whereby he is able to 

act and think vithin the larger structure of the group. This 

emphasis on the group rather than the individual, gives a 

collective orientation to the individual. So, the individual upon 

entering a corporation transfers this already developed group 

orientation to the new setting. So, if this whole process of 

integration is seen from above, it can be said that the 

corporation/management, through its policies and practices 

prepares a proper atmosphere tn the corporation, wherin the 

employee can.function comfortably and hence contribute to the 

production process to his full capacity. The instruments of 

employee cohesiveness can be identified at two levels: a) at the 

level of th( shopfloor or work, and b) at the level of activities 

or factors outside/not strictly related to day to day work. 

8 Robert Marsh and Hiroshi Mannari, ~odornisation and the 
Japanese Factory, (Princeton, New Jersey, 1976). 



At the level of the shopfloor, each employee belongs to a 

group or to job clusters· 9 The smallest group of workers is 

called Kumiarhe~.n·which is headed by a leader belonaing to the 

rank of a sub-foreman, called hancho -or kocho Such a group 

usually consists of ten to twenty workers and is structured in a 

m~nner that the workers rise in grade from the very bottom, 

corresponding to a lower level of skill, up to the supervisory 

positions~ It is within these kinds of microcosms of the larger 

work unit, characterised by a high degree of cohesion, as well as 

the power of determining their future promotional prospects, that 

the workers operate daily. The operation!! aspect within the job 

cluster is also chalked out in such a way that it helps to break 

the monotony which usually accompanies manual work. For example, 

in many automobile plants, .which produce a variety of 

automobiles, the conveyor belt system is arraneed in such a 

manner that the worker does not have to work only on one type of 

an automobile, but has more than one type to handle. Though this 

demands a broad-based level of skill on the part of the workers, 

nevertheless, the.~uccessful fulfillment of it helps in the long 

run, to keep ihe workers' interest in the job alive. Another way 

of enhancing the workers' morale is by job enhancement or job 

enlargement. This is also aimed towards breakina the tediousness 

of a job, but this method ln its full form has been adopted by a 

very fe~ Japanese corporations, as most of the corporations find 

it more convenient and suitable to stick to th• sesementation of 

work within tha job cluster. However, if the essence of job 

enlargement which is primarily a Western concept, is found in the 

9 Kazutoshi Koshiro, »the Quality of Workine Life in Japanese 
factories» in Taishiro Shirai, ed., Contemporary Industrial 
Relations in Japan, (Wisconsin, 1983). 
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tact that the same worker is engaged in an integrated job of more 

than one type, then the Japanese worker actually does perform 

more than one particular job, but what he does not do is to 

handle all the different types simultaneously. Nevertheless, the 

fact that he )s rotated among a variety of job types, within his 

job cluster is enough proof of his high degree of skill which 

forms an important component of job enlargement. The other very 

important factor which has contributed to the enrichment of work 

at the shop-fl9or level and also at the managerial level is the 

existence of small group activities like the Total Quality 

Control Circle (TQCC) and the Zero Defect (ZD) movements. In 

Japarr, such activities were begun in the 1960s in the shipyards 

and the steel plants respectively. The basic idea behind such 

specialised work groups is to heighten efficiency, both 

managerial and manual, improve the quality of products, provide 

better w~rkins conditions as well as·methods of performing work 

with the full participation of all employees of the corporation. 

These TQCCs consist of the members of the job clusters who meet 

together at a reg~lar frequency, over a week, after work. Through 

such activities, a more human/congenial atmosphere is created in 

each workshop and workplace, by which the self-development and 

mutual education among workers is enha.nced. The participants i'n 

such circles/group discussions, are encouraged to present clear 

~ut objectives, suggestions for improvement of work processes by 

utilising new technology etc. So, the TQCC and ZD have a vital 

role to play in the improvement of communication and cooperation 

among employees and hence form a very important instrument of 

employee cohesion at the level of the shopfloor as well as within 

the corporation. 
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Expressive leadership also plays a vital ~ole in keeping the 

cohesion of the work unit tight. Usually in most of the wor·k 

groups, the management chooses a middle aged employee to smooth 

out the human ~elations p~oblems. The emphasis on such an age 

group is explained by the idea that an older man tends to be a 

little ·~igid' whe~eas a younge~ man tends to be 'hasty and 

stubbo~n, 10 and hence ei the~ of the rwo would be unable to 

balance the va~ying moods and attitudes Jf wo~ke~s unde~ them and 

therefo~e, the p~ef~~ence fo~ the middle aged man who would be 

experienced and skilled enough to evoke ~espect f~om his 

subo~dinates-1n the wo~k g~oup. It is the leade~ again, who has 

tl->e ultimate c0nt~ol ove~ the subordinates, in direction, co-

o~dination as well as the manaaement of misfits within the g~oup. 

A shirker of work within the aroup is not dealt with by his co-

workers but only by the leader. So, a work aroup looks upto the 

1 ead er in every aspect of their work life and it is the leade~ 

who forms the first and vital pivot of thei~ allegiance. Hence, 

prop&r and effective leade~ship aaain forms a ve~y important 

factor which contributes to the feeling of cohesion among the 

employees. 

In o~de~ that this kind of cohesion amona employees, 

generated through the work process, can be effectively 

channelised into the process of the integration of the worker 

into the folds o£ the greater community i.e. the corporation, the 

above mentioned labour/employee welfare schemes are used as an 

important instrument. The financial (as well as social) 

protection that.the employee of such a corporation is assured of, 

dt the time of ~eti~ement, in case of an accident, industrial or 

10 Marsh and Mann~rl, n. 8. 
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otherwise, indlspositon or any other adverse situation which 
• 

arises, helps to attach an aura of the protector to the 

corporation. Likewise, the various recreational activities as 

well as the housing programs and especially the dormitory living 

constantly and consciously harp on the social importance of the 

corporation in the lives of ita employees. Even when the employee 

is not at work, whether in the shop floor or the office of the 

corporation, it is the corporation again, which mostly supplies 

his needs and means of relaxation. A very vital stage at which 

the corporation taps the employee's already socialised group 

vrlentatlon is the dormitory living of the bachelor workers. At 

this stage, when the new recruits have just joined the 

corporation, the practice of living together, and of performing 

all the activities, whether recreational or work-related, within 

the group, gradually gives rise to a financial and overall social 

dependence of the worker on the corporation. So, later on, even 

when the worker has a family, the latter finds its social needs 

fulfilled by the corporation. Hence, the feeling of security 

which the corporation offers to.the employees and the sense of 

belongingness which it successfully evokes in each employee vis-

a-vis, the corporation, help in binding the employee albeit in an 

informal way, to the corporation.As a result of this, the 

corporation takes on the attributes of a social community, the 

survival and progress of which depends to a great extent on its 

economic functioning and to provide the economic sustenance to 

the community, and thus the members of the community involve 

themselves in the production process. The above mentioned 

instruments, viz., labour/employee welfare schemes, recreation~! 

activitits, nature of work group and work style within the work 

units of the corporation, make possible the reversal of the 



89 

nature of ·• Japanese corporation, from a predominantly arid 

exclu-sively economic unit to that of a large social unit. An 

individual employee's allegiance to the corporation becomes 

important to .'himself because it is through the functioning and 

the successful performance of the corporation that he can 

maximise his own gains, whether social or economic. The next 

chapter which would dwell on the workers' consciousness and work 

ethics will further develop this idea o£ social integration of 

the worker into the corporation and prove its existence in 

Japanese corporations. However, it is rather difficult to show 

who are the first promoters or advocates of this sytem; though by 

implication almost all large Japanese corporations practice this. 
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Chapter-III 

UORKERS' CONSCIOUSNESS AND UORK ETHICS 

The expected returns on the adoption of the paternalistic 

model by the corporation depends as much on IJOrkers' 

consciousness and IJork ethics as it does on factors such as the 

1Jhole employment system, the employee benefit schemes etc. Since 

the economic unit, i.e., the Japanese corporation, purportedly 

functions more as a social unit, IJhere production of goods and 

services is considered to be a sustaining factor of the 

'corporate community', it becomes necessary to inquire into the 

sociological aspect of the Japanese corporate community. 

effvrt is made to properly understand the 

consciousness of the employees of such corporations as \Jell as 

' 
the elements· of ethics attached to IJork in Japan. Thus, the 

purpose o£ this chapter is to understand and interpret the level 

of vorkers' consciousness and its nature and characteristics 1Jhen 

applied to Japanese IJork/IJorkers' situation. Further, a 

description and analysis of the much euloaised work ethics of the 

Japanese employees IJith an emphasis on the factor of job 

satisfaction !Jill help us to understand and appreciate the 

cultural and psycholosical aspect of the employment system. 

UORKERS' CONSCIOUSNESS 

At the very~outset, it is important to clarify the use of 

the tet·m conscio,tsness. The term consciousness is used here more 

in r·elation to the aiJareness or concern of the workers regarding 

the apecitied, which IJould mean the corporation. The components 

ot such a notion of consciousness !Jill be education/level of 

literacy, the degree and level of communication betiJeen 
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employee and employer and the perception on the part of the 

employee •. of his relation with the product (in other words, his 

level of productivity), and lastly, his identification with his 

ci~cle or group of workers. Such a working definition of the 

consciousness of the employees is necessitated by the fact that 

consciousness, as in the Harxian, context, has not really 

manifested itself in form among the employees of the corporation. 

However, at the same time, it would be misleading to hold that 

such employees are not conscious as a class. They are aware of 

their class consciousness but this kind of an awareness is 

notional. They use their class identify more as a symbol, 1 than 

as an inotrument for drawing the battlelines between them and the 

employer. That they have an awareness of theic class identity is 

te~tified by the~fact that the enterprise unions are affiliated 

to the larger labour federations which tie each member of the 

enterprise union to the entire class of Japanese workers. On the 

other hand, ·their use of the class identity only as a symbol is 

again explained by the fact that, very seldom do the members of 

an enterprise union form a militant craft/occupation based 

opposition against the employer. So, the class consciousness of 

~he employees of a corporation do not lead to a realisation that 

the employees' interests are ~ntithetical to that of the 

employers. It is perhaps the accqmmodative nature of the 

paternalistic style of managing the corporation that has 

succeeded in sponging out the elements of militancy and 

hostility from the labour movement. Because, a survey of the 

nature of the labour force in the pre-war period shows that the 

man~festation of their consciousness in a labour movement had, 

1 RGber.t E. Cole, Japanese Blue Collar: The Chansins 
Tradition, (California, 1971) 
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more often than not, an element of militancy attached to it. 

The period followin~ the success of the Russian Revolution saw 

a rise in the attitude of hostility among the labourers vis-a-vi~ 

the employers, ~ven in these 

labour-management relations 

corporations. A 

of this period 

survey of 

shows how 

the 

the 

management, sensing the adverse 

hostility of the labourers, took 

smoothen out the differences by 

income security and also, most 

consequences of the rising 

the initiative to gradually 

offering the employee a job and 

importantly, recognising the 

dignity of labour. This conscious effort at a social integration 

of the employee into the ~orporation's affairs received a blow 

again in the 1950s, with th~ worsening economic condition of 

Japan, as an aftermath of the war, as well as the initial labour 

reforms under the Occupation Authority, namely the Labour 

Standard Law of April 1947. This period saw an increasing 

tendency on the part of the labour to adopt the Left ideology 

in their dealings with the management. Though a timely clamping 

on the labour movements by the Occupation Authority put the ball 

back into the court of the management, nevertheless, such pre-war· 

as well as post-.war instances of Leftist labour agitations prove 

that the consciousness aloLg the lines of class demarcation was 

very much· present in the minds of the Japanese employees even in 

these corporations. But, since the management of the corporation 

decided not to exploit the immediate situation to their favours 

it accommodated a number of demands of the employees and hence 

took the sting out of their inimical stance vis-a-vis the 

management. This ,foresight shown by the management in terms of 

the future prospects of labour-management relations and the 

overall economic situation_ in which the Japanese labourers found 

th~rnselves helped in minimising the possibility of a further 
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inculcation of Leftist id~ology among the industrial labour 

fore,. Henceforth, the emerge~ce of the dual structure of the 

labour market, (one internalised totally by the large-scale 

corporation and the other external labour market catering to the 

small and medium scale industries, as well as playing an 

important suppor~ive role to the large-scale corporations), 

divided the int~rests of the workforce, and led to a gradual 

integration of a part of the workforce into the folds of the 

corporate community, thus stultifying the need to embrace Leftist 

ideology totally. The forms of industrial action which the 

~;ntployees adopt usually do not have a crippling effect on the 

production process of the corporation. Since theShunto/Spring 

Offensive Marches are highly p~edictable and since they are 

usually carried out outside the working hours, industrial action 

by these workers continues to remain as a symbol of their 

strength/demands. Such actions have beaun to be considered as an ~ 

annual indication for the employers to revise the basic wages, 

which is what the annual demands of the employees usually 

consist of. 

So, as far as the employees of these corporations are 

concerned, the explanation of thei~ consciousness should not be 

sought only 

ideology, 'but 

in their 

primarily in 

degree of imbibition of political 

their education, both at the school 

/university l~vel as well as the socialisation process within the 

corporation, their functioning within the group, level of 

communication with the management etc. An employees' education 

can be divided into two parts, that which is imparted at the 

school or university level and the other which he receives within 

the corporation. For a blue collar job, a corporation usually 
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recruits a person with a minimum high-school level of educational 

background and £0r a white-collar supervisory or management 

job, a person with a university degree is usually recruited. The 

blue-collar workers, who form our main focal point in this 

section, usually undergo trainlna within the corporation, 

immediatGly upon recruitment. It is this training period with its 

thrust on community living within the corporation, and the 

inculcation of firm-specific skill that form the initial level of 

the socialisation process of the employees within the 

corporation. This·process of socialisation by the corporation is 

facilitated by the effect, on the employee, of the wider social 

behaviour in Japan, a type of behaviour pattern which harps on 

the importance of group identifJcation for every Japanese. These 

twin forces of socialisation help in orienting the consciousness 

ot the average Japanese employee toward the corporation. The 

other factor which has an important bearing on the role 

perception of a~employee is his education. Since Japan does 

boast of 

also holds 

almost hundred percent literacy rate, the corporation 

certain expectations from the employee. This kind of 

an expectation on the part of the employer, that labour should 

become a party to the expected level of efficiency is another 

factor which moulds the consciousness of the employee. This kind 

of a consclousness of responsibility on the part of the 

employee is something which is almost taken for aranted by the 

employer/management. Apart from the blah level of education of 

an average Japanese individual, which is further strengthened by 

th~ in-company-training, the scope of functioning in a group 

within the corporation also helps orient the consciousness of the 

employee. The employees, on induction into the corporation and 

after an initial period of training are grouped and it is within 
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the group and under its guidance that the employee gradually 

develops his contextual skills. This kind of a functioning 

1.1ithin the group also helps the employee to gradually learn to 

harmonize his individual work with ~hat of the rest of the 

group as well as with the greater whole. This effort on the 

part o£ the individual worker, at the level of the work shop, 

attunes his consciousness according to the need of the group 

and hence the corporation. This gradually emerging 

consciousness of the employee as a necessary and important part 

in the whole functioning of the business activities of the 

corporation is further reinforced by the community living pattern 

of employees outside the work shop. This social interaction 

outside work as well as the fringe benefits which each employee 

is entitled to, gradually form a web of social and economic 

dependence around the employee and hence this helps in moulding 

the mind of the em~loyee in a particular fashion which proves 

suitable for the corporation. A safety valve to this kind of a 

peer-Broup oriented grooming of the employee is found in the 

existence/functioning of the enterprOse union. Th~ corporation 

patronises ~be enterprise union by granting, the necessary 

functioning facilities because it plays an extremely important 

balancing role between the two dichotomous patterns of 

consciousness of the employees, one corresponding to their status 

consciousness vis-a-vis the management/employer, and the other 

nurtured by the feeling of responsibility towards the 

corporation. 

However, this kind of a management oriented explanation 

ot" consc~o,usness is one side of "~he story. The inculcation of 
., 

such type of a consciousness co-existing in harmony with a class 
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based consciousness was found suitable by the workers also, ~iven 

the traditional social behaviour pattern in Japan, as well as the 

then existing adverse economic situation and the particular· 

development stage 

and existence of 

of Japan. Whatever 

such type of a 

the causes the emergence 

consciousness, whether a 

deliber~te and purposeful inculcation by the management, or/and 

the circumstantial situation which groomed the workers' mental 

attitude towards the corporation, this kind of a workers' 

consciousness has definitely yielded positive results for the 

Japanese corporation. By reducing the communication sap between 

the labour and the management and facilitating a better 

understanding of, as well as a positive involvement with the 

process of 

work unit, 

realising the 

this has 

business objectives and goals, and the 

contributed to an increase in the 

productivity of labour, to a very major extent. One point which 

should be kept in mind is that, the degree of consciousness 

varies both from employee to employee and also in accordance with 

dB~ and work context. The corporation oriented consciousness of 

an employee can not be expected to be found to the same degree in 

a new recruit as is found in an elderly employee. Hence, in most 

cases, the recruits are placed under the middle-aged group of 

employees, for supervision. The emphasis on the middle-aged 

employee can be explained by their balanced attitude towards work 

and discipline as a8ainst a sterner and orthodox aititude of the 

older employees. 

socialisation of 

Such a balanced attitude is necessary for the 

the new recruits because, the youn~er the 

~ecruit, the more the possibility of his getting swayed by 

political ideology. Hence, it is prudent not to place him under 

d rigorous disciplinarian, whose conservatism may have a negative 

effect on his attitude towards the corporation. Irrespective of a 
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variance in the degree of consciousness among the employees, the 

socialization process is so strong that an employee usually 

moulds his consci0usness according to the corporation's needs and 

away from a perception in terms of his status/class vis-a-vis his 

employer. 

This kind o£ an attitude on the part of the employees helps 

in creating a sense of eagerness on his part to absorb or 

internalise the contextual skills involved in the work cycle, 

better. This process of internalisation which is again 

strengthened by the practice of job rotation of the employees of 

the workshop, makes the employee more o£ a generalist and hence 

heightens his degree of familiarity with all the aspects of the 

corporation. His acquaintance with an increased amount of 

information regarding the working, of the corporation makes him 

identify with the corporation even more and hence gradually, the 

consciousness regarding his responsibility and duty towards the 

corporation also increases. So, the horizontal information 

structure of the Japanese corporation encourages the employee to 

modulate his attitude favourably towards the corporation. So, th~ 

higher the degree of consciousness, the higher is the level of 

internalisation (they are actually complimentary) and lesser is 

the communication sap between th~ manasement and thP. employee, 

and hence smoother is the adoption, absorption and application of 

a new technology by the workers. This whole process, supported 

amply by the work consciousness of the workers/employees leads 

not only to a rise in the productivity of labour as well as a 

rise in the over all productivity, but also enables to maintain 

the dynamic nature of the work process of the corporation and 
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hence, assists in the dive~sification and expansion p~og~amme so 

necessa~y fo~ the continued growth/expansion of the corporation. 

This kind of a wo~kers' consciousness o~ wo~k consciousness 

ot the employees has a very vital ~ole to play in the success of 

the pate~nalistic style of management adopted by the employe~s of 

the Japanese corporations. However, both workers' consciousness 

and the success of Corporate Paternalism are mutually dependent 

in te~ms both of cause as well as effect. Though it is the whole 

set up of the paternalistic structure which moulds the wo~k 

consciousness' of the worker, nevertheless, in the absence of the 

basic social grounding of the worker, such a consciousness may 

not have emerged, to provide a vital support to the whole style 

of paternalistic functioning. however, not too much emphasis 

should be laid on the assumption that this kind of a work 

consciousness has emer~ed as a result of the ~tructure of 

pdternalism. Because, even if such a structure had been offered 

by the corporation, in isolation, the response of the employees 

to it may not have been the same/favourable. So, apart from the 

pat~rnalistlc structure offered by the corporation, it is also 

the social behaviour pattern of the Japanese, well entrenched in 

the mind of the employees even before thei~ ~ecruitment to the 

corporation, which should be taken into account for analysing 

the favourable response pattern of the employees. An 

understanding of the responses to such a paternalistic structure 

can also be explained by looking into the work ethos of these 

employees. 
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WORK ETHICS AND WORK CULTURE 

The concept of work ethic in general, operates from the 

basic premise that human beings prefer to get their rewards by 

vorking and that work is as natural as the state of rest or play, 

and it also becomes central to people. In general, work ethics 

ha~ its origin in both religious as well as secular values. 2 The 

relig£o~s view considers work as a moral good in itself, the act 

ot which makes individuals better persons, and also helps in 

building a better society. Hence, from this point of view, hard 

work and frugality become moral obligations for the people. The 

secular view of work can be said to have originated from the 

realisation of the hard necessities of life, where people have to 

work hard to survive and hence, the need to glorify work. It was 

through the means of work that the individual could control his 

~nvironment and gr~dually improve his standard of living. The 

above mentioned explanation of work ethics is however a western 

perception, emerging as the study of individuality. 

In the East however, the explanation o£ ethics is based more 

on an approach of inter-subjectivity, i.e., within the study of 

the community. For example, the Japanese word inrigaku which 

approximately corresponds to the English word, ethics, seeks to 

explain the principles abiding between human beings, a study of 

the laws operating in the human community. The Japanese ethics 

~ives primacy to the superiority of iri i,e., community 

reaponsibili~y. against injo i.e., personal emotions and 

involves a spirit of self-sacrifice sincerity and honesty. This 

kind of an universalistic rule of conduct concerned with inner 

z Keith Davis, Human Behaviour at Uork, (New Delhi, 1977) 
2 7. 

p. 
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disposition is · imbibed into every Japanese mind during his 

upbringing as well a; his period of education. From this general 

code of c~nduct emetges the much talked about work eithics of the 

Japanese. The exhibition of discipline and sincerity in the work 

place has projected Japan as a possessor of a very superior work 

culture which has helped the nation develop its economy. Ozaki~ 

seeks to explain such a work ethics by considering two sources of 

its origin, First, is the environmental and the second pertains 

to the Japanese system of inheritance. He seeks to explain the 

work ethics by going back into the history of Japan, to her 

traditional practices. For most Japanese farmers, hard work was 

not a matter of choice, but re~ated more to life or starvation. 

The dictates of an inimical natural environment coupled with the 

rice culture championed by the Japanese in the last few 

c~nturies, forced the farmers to work hard in order to survive. 

So, gradually, lons hours of work and a sense of involvement with 

work formed a habitual life-style pattern. The second 

'institutional setting' that fortified such work ethics was the 

inheritance system, which was according to the law of 

primogeniture. In a Japanese family, after the death of the 

patriarch, when the eldest son of the family assumed his position 

as head of the hous~hold, the younser sons lived in the same 

house more as employees of the eldest son. So, in order to 

solicit the favour of the eldest son, the younser ones had to 

work very hard and hence, this system also discouraged idleness 

among such people, on whom no responsibility was bestowed. 

3 R~bert S.Ozaki, The Japanese: A Cultural Portrait, 
1978). 

(Tokyo, 
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Generally, the development of industrial societies, from 

peasant or feudal societies, necessitates not only considerable 

social innovation in forms of work organisations (such as offices 

dnd factories), but also the emergence and internalisatlon of new 

values regarding vork, those which provide the necessary sense of 

obligation to work hard in a rational and regular way under the 

control of others. Though the possibility o£ inculcating the last 

factor was much more in the case ~f Japan, given its societal 

behaviour, nevertheless, as the labour relations in the 

transition period from agrarian to industrial society show, it 

was definitely not a ready made, given factor. The pre-war 

industrial labour was not really endowed with a salient work 

culture. As is clear from the Introduction section of this 

dissertation, the employers more often than not complained about 

the workers' indiscipline and high labour turnover. It was only 

gradually, by a conscious tapping of the ingrained social 

through the labour polici&s adopted by the behavioral Prttt~rn, 

Japan~se corporations, that pre-war Japanese labour began to 

identify his interests with that of the work place, and hence, 

work cul~ure 'began to be associated with the workers of the 

industrial sector as well. The gradual shift in importance from 

the asrarian to the industrial sector in the Japanese economy, 

and later on, the post-war adverse economic situation made 

possible as well as necessitated the transposition of the 

superior work ethic associated with the agrarian society, to the 

expanding industrial society. The growth of industrialisation 

brought more and more people into the folds of the urban setting 

and hence the urban child, because he was removed for the 

traditional rural society, was groomed consciously so that he 

could maintain harmony in social relations. The whole education 
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system took care of the training of the child in the principles 

of hierarchy and reciprocity. It was/is from the very 

kinderg~rten stage that the child is given duties and 

r·esponsibilities, is introduced to group behaviour and peer-group 

pressure, while working together. So this attempt to develop the 

child's pers?fial qualities in harmony with his surroundings is 

later on tapped to produce a work culture which involves an 

orientation to brins out the best in one, while interacting with 

others so as to bring out the best in them also. The spirit of 

collective diligence as well as the adoption of the idea of 

frugality from Confucianism helped the Japanese, as a community, 

to survive the adverse economic situation in the immediate post

war ~ears and inspite of it, make a meteoric rise as an economic 

power possible. 

So, it is this basic social groomina, w~ich is channelised 

into productive ~se by the corporations. As has been mentioned 

before, both the blue as well as the white-collar categories of 

workers are recruited into the corporation on the basis of two 

different levels of educational achievements, the former, after 

the completion of high-school and the latter after the university 

level. It becomes all the more important to take ln the blue

collar employe~s at that staa~. because, in that case, it becomes 

easier to integrate them into the corporation and channelise 

their social behaviour pattern into the behaviour pattern of the 

corporate community. The 

compliance of similar 

collective diligence but 

corporate community 

principles of group 

also demands the 

behaviour and 

in the context of the particular 

corporate peer-group. This kind of a work culture which is 

imbibed by the employees in the context of their respective 
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co~porations, however, has to be maintained, so that it becomes 

more widespread and hence the diffusion of such an attitude of 

~ommitment to work becomes easier, thus facilitating the grooming 

of the minds o£ the new recruits. The factors which are said to 

be having a sustaining effect on the work culture are, 

organisational status, age, perceived promotion chances as well 

as some of the company benefits 0ffered to the employees like 

housing aud ltd·sure activities.• Organisational status, or rank 

in the organisation/at the level of the factory affects work 

values of ·employees as they eet older. Although work commitment 

becomes primary, irrespective of the rank, nevertheless, a 

positive relation between increase in work values and a rise in 

position in the hierarchy has been observed. This increase in 

the salience of workers' commitment as a function of rank is most 

pronounced in the thirty-three years old and above age group, 

among the blue-collar workers, the ones who by that time can 

reach the level of the first or second line foremen. Among the 

employees at the level of the acho the feelin~ of commitment 

comes ·even . earlier, at the age group o £ twenty seven to thirty 

years. So, the ~se factor also becomes important here. As an 

employ~::e grows older, and as his period of stay in the 

corporation increases, his rank or status in the oreanisational 

hierarchy also improves and hence an tncrease in the verifiable 

degree of his commitment to work is also observed. This shift 

towards a higher level of work commitment is even more marked 

when the employee reaches a rank demanding greater 

responsibility, work satiation, depending on his quality, mer·it 

and performance, the employee can expect a further elevation iii 

4 Robert M. Marsh, and Hiroshi Mannari, Modernisation and the 
Japanese Factory (Princeton, New Jersey, 1976). 
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' rank and thus status too. So, the employees' status in the 

orsanisational hierarchy and his perceived promotion chances play 

a very important role in increasing his commlt~ent to work. 

The other su~taining factor accrues from the whole basket of 

the labour welfare schemes adopted by the corporation for the 

employees. The communitari~n allusions involved in the nature of 

these benefits, especially the housing and recreational schemes 

also go a lons way to sradually build up and nurture the work 

culture in the corporation. The leisure related activities or 

recreation facilities play a very important role in building up 

the work commitment among the employees. Uhen work is viewed not 

only ·as a necessity, but also as a moral duty, of value in 

itself, not to work is to be 'idle', whi~h is almost anathema to 

the Japanese social behaviour, and hence, at the point where work 

becomes a tiresome necessity, not to work is to have 'leisure'. 

Since every employee has a saturation point, till which he can 

handle his job with the same de~ree of efficiency, and since it 

is necessary for the employee to replenish his working capacity 

by deviating his activities to some other channels, lt 

extremely important for the employee to enaase in recreational 

activities. In the Japanese corporation, as mentioned earlier, 

most of these leisure related prosrammes are also offered by the 

corporation so· that the employee does not have to depend on 

external sources for his mental as well as physical 

refurbishment. This whole package of work and leisure activities 

offered by the corporation to the employees, increases the 

latter's material as well psycholo~ical dependence on the 

corporation. And since, in Japan, the accepted practice is to 

bear a sense of allegiance to a particular peer ~roup, the 
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corporation taps this expected norm of behaviour and hence forms 

ci hierarchical interdependence pattern in its organisation. The 

making of a security circle around the employee begins at 

~ecr~itment, at the shop-floor and the dormitories, where the new 

recruits interact with the elders of the unit as well as among 

themselves, and, as the symbolic bindins factors of this new 

Qroup of recruits, emerge the corporation emblem, the flag, the 

company song etc. Though housing forms a very important factor 

tor the development of work ethics, it plays the most important 

role at the level of the initial years of one's employment in the 

factory, when stay in the corporation dormitory grooms him the 

way his employer wants, 

cultural specifications. 

often much according to the social and 

The corporation is gradually conceived 

by such employees as the community, the family, where it is 

morally binding upon every member to put in his capabilities to 

productive use in the community and hence offer a proper economic 

support to i t . Hence, in the case of the corporation, the 

employee transfers his work ethic associated with the family or 

the community of his domicile, to the corporation which has 

successfully emulated the structure and function of the two 

former institutions. 

An employee's de~ree of job satisfaction is another very 

important factor which contributes to the formula~ion of a 

positive, contextual work culture. Since job satisfaction is a 

relational concept, related to ~ particular job, hence the work 

ethos it helps to build up is contextual to the particular work 

place. Again, job satisfaction of an employee is that positive 

psychological state of mind which emanates from the concrete form 

as well as the material fall outs involved with the performance 
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of vork. So, job satisfaction of an employee has two aspects, 

the psychological and the mater· ial. Marsh and Mannari 

hypothesise that job satisfaction is positively related to the 

employee's organisational status, age, perceived promotion 

chances, the degree of wo1·k load, the feeling of cohesion among 

employees and frequency of participation in cor·pora t e 

recreational activities. 5 To this should be added the level of 

technoloey applied to the work and the degree of automation 

involved in the work. Since the factors such as the employees' 

status in the organisational hferarchy, his chances of rising 

hi~her along .the promotion ladder and the effect of company 

recreational activities have all been discussed earlier in the 

context o£ job satisfaction, it will suffice to say that the 

favourable effects of these factors do have a positive impact on 

the degree of job' satisfaction felt by the employees. The 

employees' status in the organisation, and the potential for 

promotion on/from that position and the commensurate rise in age 

(giv~n, the life-time employment model) - an increase in all 

tl1ese factors have a proportional impact on the satisfacti~n 

which an employee -derives from his work. As far as the degree of 

work load ia concerned, an average Japanese ~orker,as has been 

given to believe. has to face and can manage a relatively heavy 

brunt of it. But as both Marsh and -Hannarl 6 as well as Odaka 7 

point out, that given a choice, a worker would avoid working with 

the small machine and would opt for the operation of the big 

machine. This is due to two reasons, the first, working on the 

:omall machine usually demands a higher degree of concentration as 

well as precis~on. And secondly, usually, the operation of a 

S Ibid. 
6 1 bld. 
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small machine requires the attention of only one person. On the 

other hand, a big machine.is usually operated by a group, or at 

least more than one worker·, and the level of concentration 

~equired of the workers is not as high. Since a big machine is 

expected to manage a part of the work on its own, the workers do 

get a respite for distraction. So given a-choice, an average 

Japanese worker in the manufacturing sector/on the shop floor, 

usually exhibits such a preference pattern. However, the 

practice of maintaining a spirit of egalitarianism as far as job 

classification/allocation is concerned, helps to reduce the 

monotony that would have been involved in work, had the system o£ 

iob allocation been rigid. Since a worker is usually trained in 

the general skills involved in the production process, he is 

rotated within and among a whole range of jobs. Hence, the 

worker at the small machines sets the opportunity to soothe his 

jarred nerves when he is transferred to manning the big machine. 

So, as far as the work load is concerned, the worker is both 

quality as well as qua~tity conscious. His level of job 

satisfaction definitely varies with the quality o£ work, i.e., 

whether the work is monotonous or not, as well as the quantity of 

work, whether the physical demands of the work is more than his 

capacity or not. H~ncc, in order that the employee can take out 

maximum enjoyment from the work, the practice is to allow him a 

change of job on a regular basis. "I£ and when the employee 

beg ins to en joy his work, and ·if the other nee essary I related 

factors a~e constant (factors like, the possession of the 

required amount of skill, a congenial work atmosphere, a feeling 

of belongingness to the work group), his commitment as well as 

his rapport with the work increases and this again has a positive 

'1 I<unio Odaka, · 
Massachussets, 

Toward 
1975). 

Industrial Democracy (CambridQe, 
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impact on his individual labour productivity (a cumulative 

increase, which helps to raise the general level of 

Pt'oduct i vi ty). 

A highly related factor to the above mentioned facet of job 

aatia£action is the level of technology adopted by the 

corporation, as also the d~gree of automation applied in the work 

process, whether at the level of the factory or the floor. 

Generally, adoption of new technology simplifies the work process 

and raises t.he level of sophistication involved in the work 

process. A proper utilisation of new tec~nology by the worker 

which is supposed to help in raising his level of productivity, 

is possible only when he has the capacity to internalise the 

utility of the technology and apply it in practice, at work. In 

order that the worker can make full use of the new technology, 

the corporation provides him the necessary in-company training in 

ordeP to educate him in the use of the technology. In a 

manu£acturlns sector, marked by a high rate of technological 

dynamism, this demand on the workers to constantly revise their 

working knowledge and make it up-to-date comes as a challenge to 

them. This need~ to adopt to chanaes cuts the monotony of the 

usual work procetis and helps the worker draw certain satisfaction 

of work. Another way in which the adoption of a new and superior 

technology contributes to an increase in job satisfaction is 

through its streamlining effect. A new technology is used not 

ohly to make the ultimate products better or to reduce the cost 

o£ production in the long run, but it also modernises and 

cleanses the working process. In improving the working condition 
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at the shop floo~. automation has an equally impo~tant ~ole to 

play. Automation, which again is a by-p~oduct of high technology 

does not ohly inc~ease the level of efficiency of the work 

process, but also·rids the shop~floor of the smoke and grime 

associated with the traditional idea of a facto~y, thus making 

the atmosphere neater and more congenial to work in. Thus, the 

adoption o£ new technology and a certain degree of automation . ' 

heightens the congeniality of the work atmosphere, helping to 

b~ing out the best in the workers and also helping them to enjoy 

working in a pollution-free and clean workine condition. 

The Japanese corporations have a hish rate of adoption of 

new technology both for heiehtenins the standard of the working 

process and bring out a more improved and sophisticated product 

as well. This cuts the cost of production in the long run. So, 

most of the regular employees of the corporations usually exhibit 

a high degree of job-satisfaction, because, given the dynamic 

pattern of industrial production, and give the need to sustain a 

certain level o£ economic growth, a very high degree of 

adaptibility to new technology is demanded of him. Hence, the 

challenges thrown up by a change in the work pattern commensurate 

with the change or alteration in the product type keeps the 

worker almost on his toes. The other pre-requisite for a well 

performing worke~ is his capacity to tighten his grasp over the 

whole production process. so as to increase his level of 

adaptibility to any and every kind of job on the production line. 

This is important fo~ the worker, because, inspite of all the 

theo~etic~l egalitarianism and the age-wage progression system, 
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promotion beyond a certain rank is possible only through the 

exhibition of a higher level of achievement and performance. 

While dealing with the factor of technology, another point 

~hich deserves mention is, the adoption of different types of 

technology and organisational imperatives have varying degrees of 

impact over job attitude and job satisfaction of workers. Each 

tyJJe of technology is associated with a particular type of 

or·gan i sat ion-'ll imperative, which again calls for variations in 

task specialisation, skill level, operational autonomy etc. The 

organisational performance, whether calculated in terms of 

prvductivity,.'effectiveness or business success, has a direct 

relation with, on the one hand, the type of technology adopted, 

and on the other hand, the organisational constraints/pattern as 

~ell as the worker cohesiveness and job attitudes. The assembly-

line technolos,y, with its fixed and narrow task specialisation 

and relatively lo~ level of skills, can bring in monotony in the 

work process and hence it may not be possible for the worker to 

enjoy his work to a degree to which, for example, a worker in the 

craft technology would enjoy his work. Craft technology, which 

involves unit and small batch production, involves hiahly skilled 

jobs and also involves a higher degree of responsibility for each 

worker and hence is more challenaina. Aaain, workers in the 

~etro-chemical industrial sector, which involves a continuous 

process, or automated technology, register a high level of 

enjoyment from work, than the workers, for example, in tht:l 

automobile industry, where the possibility of work becoming 

wcuotonous is more. 



111 

So, it ,'is the total effect of fulfillment of these above 

rn·:~ntioned material factors as well as a suitable and commensurate 

wage prospect that ascertain the employees' level of enjoyment 

from working in a corporation. For the white-collar workers 

also, the variables for job satisfaction remain more or less the 

same, though their working conditions as well as the nature of 

the work differ very much from that of the shopfloor workers, 

Nevertheless, even for them, status, promotion prospects, job 

classification in terms of quality and quantity as well as the 

degree of automation matter as criteria for job satisfaction. 

Fo1· example, the adoption and application of office automation .. 
not only brings ruore efficiency to the work process but also 

serves as a work stimulant for the employees, who with the help 

of automation efficiency can increase his individual productivity 

and can also experiment with innovation at the blue-print stage. 

Hence, a desk job becomes more challenslns and exciting thereby 

h~lping to stimulate and satiate the employee's creativity urges . 

. The other functional factor ·of the Japanese Organisation 

that has a bearing on the e~ployees' feeline of cohesion and job 

satisfaction is the decision-making process. The ingisystem or 

the decision-making process in a modern Japanese organisation is 

normally based on consensus and on the concept of egalitarianism. 

For exam}Jle, any employer, even from the shop-floor, or group 

level can make a suggestion for innovation or alteration 

regarding the prod~ction process. The suggestion thus made, 

after passing through a feasibility test, travels 'the whole 

length and breadth of the organisational hierarchy for 

endorsement, which, if and when approved is adopted into the work 
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process. Similarly, a suggestion from the top echelon comes down 

to the base of the hierarchy for endorsement and only then 

int~oduced into the production/work process. This system has two 

important results. The first is that, this consensual decision-

making allows the decision to be acceptable and easily applicable 

in the production process, thus making implementation easier and 

more fruitful. s~condly, it gives the employees, irrespective of 

their status in the organisation, a feeling of participation and 

importance and hence facilitates their integration into the 

corporate community. This participatory function in the decision-

making process makes the worker think boyond his asslened day to 

day job and hence allows him room for creativity. This naturally 

has a very important bearina again, l on his level of job 

satisfaction. Though, the autonomy regarding the endorsement 

system is quite susvect, nevertheless, the very fact that even an 

ordinary blue-collar worker's suggestions receive the same kind 

of importance as that of the Director's is enough incentive and 

satisfaction for the workers. 

So, the wor~ ethics or the work culture of the employees of 

such corporations id not only just a manifestation of the 

expected social behaviour pattern so characteristic of the 

Japan~se as a people. As the above meqtioned discussion reveals, 

the transposition and superimposition of certain traits of the 

Japanese behaviour pattern, such as, their sincere attitude 

towards work in general, the sense of respect towards the elders, 

the vertical ties of dependence aimed towards disciplining this 

particular section of the work-force had to be affected through 

the adoption of proper policies by the corporations. The 

disciplined behaviour pattern and the sense of commitment which 
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every Japanese is inculcated with, from his very childhood, 

through the period of education, are kept alive by the 

cocpo~ation by offering him the relevant atmosphere in the 

corporate community. This corporate community functions in such a 

manner that each individual is offered the opportunity of self-

aisrandis£ment, and in the process of achieving which, he 

contt·ibutes to the 'economic sustenance' and overall development 

ot the corpo~ate community. This productive blend of attainment 

of corporation's production/profit goals and growth plans through 

the achievement of the employees' self-interest to an appreciable 

extent, by which process, keeping both the employer as well as 

tl1e employee happy, has definitely succeeded in keeping the 

instance o£ conflict between the two classes to a commendable 

minimum level. Though in this style of functioning, the 

impottance o£ individualism is at a discount and the spirit of 

herding together is stressed, and though it also has created a 

lot of stress situations/conditions among the employees, such a 

modulated work ethic and work consciousness has served the 
~ 

labou~-~anagement relations in any laree Japanese corporation 

well, both in terms of increase in individual labour productivity 

as well as the total productivity level of the corporation's 

performance measured by whatever standards. 
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CONCLUSION 

Through a perusal of the preceding chapters, which discuss 

the components of the employment practices in a Japanese 

Corporation, it can be concluded that the labour-management 

relations in such corporations are very much moulded and 

influenc~d by the Paternalistic style of management. The practice 

of Corporate Paternalism by these corporations stands vindicated, 

to a major extent, both economically and socially. 

As far as the economic yardsticks are concerned, the 

corporation offers an employee aq adequate waee/pay packet, apart 

from which also arants him the necessary frinee benefits and 

provides a congenial work atmosphere in which the employee can 

make optimal use of his capabilities both for his own mental 

satiation as well as for an increase in the productivity of the 

corporation. However, a point which emeraes from the discussion 

on the promotion system, is that, the corporation inspite of its 

paternalistic attitude, does draw a line of demarcation between 

pdternalism and blanket egalitarianism. Given the pyramidical 

structure of the oraanisation of the corporation, not all 

employee~ belonging tu the same batch can possibly make it to the 

highest rank inspite of the possession . of the formal 

qualifications. So, as 
~ 

it stands, the cor~oration does reward a 

more productive blend of performance and formal knowledae on the 

one hand, and on the other · 
' 

also penalises inefficiency by 

peripheralising the non-performers in the work unit, thereby 

blockins their promotion as well as the prospects of better· 

wages. Such marginalised workers in the Japanese situation are 
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called Madogiwasoku, who are assigned meaningless tasks like 

fetchinQ mail etc. So, though the emp~ofment practices function 

withln the paternalistic structure, ne~e theless the employees 

are made to compete in order to take the maximum out of the 

structure. It can also be added that the corporation is fully 

paternalistic in its attitude towards the employees only at the 
~ 

initial stages of their tenure, and that as the employees tenure 

matures, his degree of merit-assessment fetches him a 

commensurate amount of benefits from the paternalistic structure 

of the corporation. This observation helps in discerning an 

economic rationale behind the practice of Corporate Paternalism 

by the corporation, whereby the corporation's degree of 

paternalism towards its employees does become discriminatory at 

certain levels. 

Socially, the corporation does fulfill the employee's needs, 

by functioning as much as a social unit as an economic one. Apart 

from integrating the employees within the folds for its own 

benefit, the corporation, in the process of subsuming the 

lndividu~l. also provides him with the medium in which the 

employee can fulfill his individual self, in conformity with his 

surroundings. In fact, recently, the corporation, in its bid to 

prove its social relevance and responsibility, even further, is 

trying to ao deeper into the employees' personal life, by actina 

as a marriage bureau. Though this type of a functioning, where a 

male ernploye~·of a corporation is encouraged to tie the nuptial 

knot with a female employee of the same corporation, is still 

very limited in its occurence, nevertheless, it is a pointer to 

the management's/corporation's policy of adapting to a changing 
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er.onomic and social environment. By intearatin~ the whole family 

into the corporatjon, the latter plans to adapt, to a certain 

extent, to the disruptive effects of the threatening changes. 

So, as far as the social ~nd economic variables are concerned, 

the nature of the software aspect of man~eement of the 

co~poration does satisfy the attributes of Corporate Paternalism. 

The ado~tion and practice of such a management style by the 

corporations have definitely proved beneficial to them as well as 

to the Japanese gconomy. The positive fallouts of the practice, 

in the shape of a responsible labour as well as management and 

their work consciousness, have 

growth of the economy. The 

directly benefitted 

phoenixlike rise of 

the overall 

Japan as an 

industrial society, has been described as a miracle. Uithout 

entering into the controversy over the usaee of such a hyperbolic 

term to describe Japan's economic growth, it can be admitted that 

the Japanese economy, beginning from the end of the Uorld Uar 

(and) through the two global Oil Crises as well as the recent 

setback triggered of£ by the appreciation of the yen, has shown a 

tremendous degree of adaptibillty, if not resilience. The credit 

for such kind of a steady economic development goes to a number 

of factors of which, the constant and continued efforts by the 

industri~l sector to improve productivity, occupy an important 

position. It is in this effort to increase productivity at the 

level of the industrial sector - a vital contributor to the Gross 

Domestic Product of Japan - and thereby at the le~el of the 

corporation, that the importance and contribution of Corporate 

Paternalis~ has been realised. Of the three main managerial 

resources personnel, goods and finance/capital at the 

disposal of the corporation, the priority sector for the 
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roanaaement has been the personnel and hence any movement towards 

an increase in productivity has always directed itself to the 

tactor of labour. This explains the collusive drive on the part 

of the labour and management towards continuing an increase in 

productivity both in terms of quality and quantity, at the level 

of the corporation. So, the practice of Corporate Paternalism by 

the management facilitates the collusion of the labour and 

management by maintaining the element of congeniality in their 

relationship. By tying the employee 

latter succeeds in disciplining a part 

to the corporation, the 

of the labour force and 

hence Japan can boast of a very low level of loss of work-hour 

due to ins·tances of industrial action unleashed by the workers. 

Table-!, which presents a comparative picture of the man-days 

lost in labour disputes, goes to prove two important points which 

have a bearing over the paternalistic pradtices and their 

positive effects on productivity and hence the overall economy. 

Not only does Jap~n come out as the best performer among the 

three countries, the Table also shows the continuous decline in 

the number of man-days lost ln disputes including protest action 

and factory closure, the latter when absolutely n6cessitated. The 

second point emerges from the first observation. Such a steady 

decline is an important indicator of the lack of necessity felt 

by the labour to resort to industrial ac~ion. This can be 

explained by two u ways: the first being a relative passivity 

characterising the Japanese labour an~ the second, which pertains 

to the paternalistic practice of the corporation is that, the 

profits ~ccruing out of an increase in productivity have been 

~qually shared between the management and labour and hence the 
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expectations of the labour from the extra effort as critical 

input at the work process get realized. 

TABLE I: DAYS LOST IN LABOR DISPUTES (1977-87) 
(1000 l'lan days) 

YEAR U.S.A. U.K. 
r--· 

1977 21,258 10,142 

1978 23,774 9,405 

1979 20,409 29,474 

1980 20,844 11,964 

1981 16,908 4,266 

1982 9,061 5,313 

1983 17,461 3,754 

1984 8,499 27,135 

1985 7,079 6,402 

1986 12,140 1,920 

1987 4,481 3,476 

JAPAN 

1,498 

1,353 

919 

998 

543 

535 

504 

354 

257 

252 

256 

Source: Japan, 1989, An International Comparison, Foreign 
Press Centre. 

Such positive repercussions of the paternalistic structure 

of the corporations, felt at the macro level, have come as the 

consequences of the total workin8 of the components of the 

emplGyment practices of the corporation. Thou8h there is a vital 

inter-dependence between the macro level structure and 

functioning of the economy and the micro, or the corporation 

level components of the total structure of employment practices, 

the formeL has ve:y often thrown up certain imperatives that have 

~ffected the laLter. The impact of the two Oil Crises, had set 
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the ball ~olling towa~ds a ~~adual chanse in the patte~n of 

industrial srowth, namely, a change of thrust from the primary 

and secondary sector to the tertiary sector. This gradual 

st~uctural chanse to the knowledge-intensive industries has been 

turther accelerated by such-factors as the impact o£ the 

appreciation o£ yen, a move by the corporations towards 

internationallsation and this fut·the~ jolt received in the middle 

of the 1980s has had a tellina impact on the functioning of the 

corporations. The employment practices of the corporations at 

present are confronted by a quaamlral situation which has begun 

to affect some changes in its nature. 

The predicament faced by the employment practices of these 

corporations is a result of the structural changes that Japan has 

been expe~iencing in her ~conomy, as well as the changes arising 

from the aae-wise, composition of the Japanese workforce. At the 

level o£ the industrial sector, there has been a structural shift 

from the predominantly secondary.sector to the tertiary sector as 

the Japanese economy continues to move from an industrial to a 

post-industrial economy/society. As a result of this the thrust 

of the industrial sector/production is aradua11y movina away from 

mass production or labour-intensive production to more knowledge, 

information and se~vice related industrial activities. The shift 

in emphasis from the production of consumer goods to the 

production of producer goods can be concluded from Table-II, 



Table-II TRENDS IN TH~ INDUSTRIAL STRUCTURE OF 
JAPAN'S GDP (1970-1986) 

in % 

YEAR GOODS SERVICES 

1970 52.7 4 7. 3 

1975 47.9 52 .1 

i980 45.6 54.4 

1985 43.9 56.1 

1986 43.7 56.3 

Note: Agriculture, Minina and ] 
Manufacturing, Construction, Goods 
Electricity, gas and water 

Wholesale & Retail, Finance, J 
Insurance aijd Real Estate Services 
Transport & Communication etc. 

120 

Source: Japan, 1989, An International Comparison, Foreign 

Pr€ss Centre. 

which shows the trehds in the industrial structure of Japan's GDP 

from 1970-1986. This gradual shift from the goods to the services 

sector is further exemplified by considering the structure of 

employment through the years (as in Table III). 

A change in the structure of employment tilted more towards 

the tertiary sector has been further necessitated by the on~oins 

lnternationalisatlon of the Japanese industrial sector, 
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Table III: STRUCTURE OF EMPLOYMENT 

YEAR TOTAL EMPLOYED COMPOSITION ( % ) 
(1,000) 

PRIMARY SECONDARY TERTIARY 
··-

1950 35,626 48.3 21.9 29.8 

1960 43,716 32.6 29.2 38.2 

1970 52,042 19.3 33.9 46.8 

1980 55,360 10.4 34.8 54.8 

1990 59,110 8.3 33.3 58.5 

Source: Japan, 1989, An International Comparison, Foreign 
Press Centre. 

.. 
' 

especially the secondary sector. The process of shifting of the 

smoke-stack and the labour-intensive industries had already begun 

after the two Oil Crises, to which the impact of the appreciation 

of yen acteJ as a catalyst. These two factors, the structural 

change and the shift of the mass production industries/sector to 

the NICs and parts of the First world, have set a chain reaction 

in the employment practices of the corporation (for a detailed 

account of the present method of securing personnel, see Appendix 

Table-VI I). 

At the level of the non-economic factors, having an 

influence on the employment practices, there are two changes to 

be considered. The first is related to the asing of the Japanese 

population, as a r~sult of which the population structure of 

Japan is becomins top-heavy, the structure being tilted more 

towards the aged. This aging society is throwing up operational 

constraints not only for the government, whdse social welfare 

resources are bebng stretched, but also for the corporations, 

whose labour costs are showing a formidable rise, aiven the fact 
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that more and more employees are reaching the recoupment point, 

and hence being entitled to higher wages . The second change, 
. 

which is gradually being felt at every level of the Japanese 

social structure, pertains to the attitude of the young 

generation who are increasingly being Uesternised in their tastes 

and behaviour but not so much their thought. Not only towards 

~ork, but alsb towards the social values in general their 

attitudes have drastically been changed. As is held by a number 

of observers, an erosion of the sense of loyalty, of allegiance 

to the peer-group, and a feeling of indifference towards the 

social norms are characterising the behaviour pattern of the 

youth of Japan. Today's youth constitute the post-war baby-boom 

who have been brought up in a prosperous Japan and hence put very 

little value on the norms and work ethics which the earlier 

generation follo~ed in order to rebuild nation and achieve the 

enviable economic status which Japan occupies today. These 

faint, albeit significant Bigns of the loosening of the social 

fabric along ~ith the feeling of severe competition among the 

youth of Japan, are gradually effecting a chanee in their 

attitude to~a~ds work as ~ell as towards the employers. 

Both the economic and the social ·changes have triggered off 

a chain reaction which has prompted the management of the 

corporations to bring in certain changes in the components of 

their employment practices. The t~o important pillars of the 

paternalistic practices o( the corporation, viz., lifetime-

employment and seniority-~ase system are gradually undergoing a 

chan~e. Given the aging of the Japanese population, most of the 

corporations are confronted ~ith a sizeable increase in their 
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• employees labour cost bec;ause of the pace at which the are 

r·eaching the highest mark in the wage 1 evel. Hence, the 

coporations, also confronted with the need to reduce their 

pr·oduct 1 on cpst, (due to a lesser marketability of the same 

amount of goods because of a decline in export) are putting the 

axe on this high cost strata of the labour force. Hence, the 

instances o~ voluntary retirement of the employees in the age-

group of the fifties, or their transfer to the other related 

enterprises, thereby cutting their life-time tenure and the 

corresponding wage structure in the original corporation, are 

very. much on the increase, as c.. result seemingly undennining the 

much commendable lifetime-employment model of these corporations. 

A question which may arise at this poin,t is why are the 

corporations retr~nching (as the transfers and the retirement in ., 
effect, amount to that) the most experienced of the workforce who 

were so long considered to be a valued lot? This apparent 

discrepancy can perhaps be explained in the following way. The 

resultant decline·in labour cost by the transfers or retirement 

of the older workers perhaps balances the cost of recruitment and 

retraining of the younger work~rs. This reason, though should be 
\ 

scrutinised empirically, may be having some validity. Given the 

structural change in the economy, the corporations are more and 

more going into specialised knowledge - intensive, production 

processes, tor the manufacture of producer aoods. This change is 

demanding a more knowledgeable kind of a worker from the labour 

market, in the absence of which the corporation is preferring to 

train the younger gener~tion of workers than the older 

generation, in order to minimise its labour cost. This whole 
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experiment of altering the lifetime employment practice, is 

however, of a very recent origin, and its extent is not far away 

it 
from being as grave as held by many. Till the middle of the 

1980s, the changing supply-demand conditions in the labour market 

had been able to maintain a balance between the younger and the 

older employees in the corporation 9 as discussed in Chapter I. 

From then on, the above mentioned chanaes have been manifesting 

themselves overtly. A reason for the limited extent of these 

changes can perhaps be found in the resilience that the Japanese 

economy has shown while combating the impact of the appreciation 

of y~m. For example, even when the export of industrial goods 

has gone down, the household economy of Japan has boosted its 

demand for the same, thereby balancing the gap in the demand and o 

providing a market for the manufactured goods. So the seconday 

sector o£ the economy has been given, a lease of life to a 

certain extent, thereby allowing the manufacturing sector of 

consumer goods to continue with the essence of the paternalistic 

practices. 

The othor chanae pertainine to the attitude of the youth 

towards t~e paternalistic practices of the corporations is also a 

much discussed aspect among observers of Japanese corporate 
• 

practices. There are several factors which have contributed to a 
I 

change in the attitude of the youth of Japan. The impact of the 

Uestern culture, a sense of severe competition from the very 

childhood, beginning from admission into schools and colleges and 

later on to the entry into respectable corporations as employees, 

a gradual change in their social values - all these have had an 

impact on their work ~ttitude. Added to this, is the increasing 
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demand for specialists in place of the generalists by the 

corporations in the expanding service sector, which has recntly 

shown signs o£ encouraging mobility among both blue-collar and 

especially white-collar workers. A white-collar specialist's 

change-over from one corporation to another is not as much 

fc·uwned upon .as it used to be earlier. 

These above mentioned changes do seem to pose a threat to 

the practice of paternalism by the corporation, in the sense 

that, the corpor~tion may continue to offer the same wave 

structure and the employee benefit schemes, but how far it will 

be able to maintain the practice of standard remuneration 

attached to rank is being doubted. This doubt has found further 

around by the increasing instances of a good section of the young 

employee~· preference for merit-based wages instead of the 

earlier amalgamation of merit and aae based wage system. This 

kind of a demand ~y the skilled, young employees has perhaps been 

made possible because of two factors. First, there may be an 

imbalance between·supply and demand of the appropriately skilled 

workers in the labour market, which has not yet fully adjusted to 

the structural changes in the economy. Secondly, the 

corporations, given the recent setback·they have experienced, are 

in the process of readjustina to the situations and may not find 

it economical to cultivate the necessary skills in their 

employees through their in-company-training facilities. Neither 

ot these two factors however seems insurmountable, given Japan's 

almost uncanny knack of adjusting to any given situation. As 

Japan already h~s a widespread and solid base of education, 

claiming almost a hundred percent literacy rate, it should not be 
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difficult for the Japanese corporations to elevate the level of 

skills which a worker, given the changed conditions, needs to be 

endowed with. The necessary enrichment in terms of skill, of the 

labour market will perhaps be able to fill the sap between demand 

and supply and thereby help in stabilising the situation for a 

smooth functionins of the paternalistic practices by the 

corporations. 

The optimistic attitude towards the future of the practice 

of Corporate Paternalism by the corporations is beina harboured 

because of the fact that it has in the past and still continues 

to provide an element of congeniality to the labour-manaement 

relations, which is so important for the 3mooth functioning of 

the economic unit. So a corporation which has gained so much 

from. such a practice would not be expected to foresake it 

totally. The practice can prove to be almost equally productive, 

if certain mo~iflcations are brought in. However, a point which 

should be remembered while speculating over the future of the 

practice is that~ the corporation is paternalistic to a small 

handful of the total workforce and that too only towards its 

regular empl9yees. The other point which also needs to be 

emphasised here is that not all these· corporations have totally 

diversified away from mass production units an important 

precondition for the practice of Corporation Paternalism - to the 

service sector. Since the secondary sector still occupies a 

sizeable share of the total GOP of Japan, a change in the nature 

of production and products, viz., from purely consumer goods to 
4 

producer goods, rtoes not necessarily symbolise the death knell 

tor the paternalistic practices characterising the personnel 



127 

policies of thesB co~po~ations. Yhat it calls fo~. is an 

appropriate knowledge oriented ~efurbishment of its internal 

labour market which would smoothen out the present discrepancy 

~egarding the skill fvrmation of the workers. This may be a way 

ot solving the impending mobility of labour. Though this scheme 

would demdnd a greater investment by the corporation on every 

worker, something which the corporations "at present seem 

reluctant to in~lae in, neve~theless, in the lons run, it may 

help in overcomins the search cost which the corporation ., is 

incurring over the selection/appointment of the specialists, who 

are characterised also by a high degree of mobility. Such an 

accomodation in the nature of the int~~nal labour ma~ket will 

result in the same type of functioning of its components, where 

life-time employment will continue to be a little short of the 

full tenure of the employee in the corporation, and p~omotion and 

wage-will, in the long run, be pesaed to an assessment of the 

employees' degree of absorption/internalisation and application 

of knowledge. 

The above discussion on the st~uctural dependence of the 

pate~nalistic practices and their future is indicative of the 

natu~e of Corporate Paternalism in Japan, i.e., whether it is a 

result of the cultural heritage of the Japanese or a purely 

materialistic economic necessity. This has been a bone of 

contention amona observers of the Japanese style of corporate 

management·. The diffe~ent opinions have varied f~om, on the one 

hand, the ove~tly western oriented which explains ~his practice, 

in a ~ather simplistic manner, in terms of its Orlentalistic 

nuances or the Cultural uniqueness, and on the other hand, the 
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hardcore economic and material view which considers it as only an 

economic ne~essity. From a perusal of the preceding chapters in 

this study, it can be inferred that this kind of a practic~ 

evolved because of an economic necessity but was reinforced and 

made practicable by the existing and inherited cultural traits 

which are typical of Japan. If it had been just the predominance 

of the cultural element,then the pre-war and the post-war labou~-

management relations would not have been characterized by strife, 

but by subservience of the labour to the management, like the 

lord-vassal relatdon of feudal Japan. 
1 

So as it emerges from the 

description of the evolution of the labour-management relations 

from pre-war Japan to the 1950s, it was a conscious attempt on 

the part of the management/corporation to adopt a paternalistic 

style of functioning, a decision which was prompted by the 

imperatives as present at that time, namely, the need to develop 

economically, while at the same time, manaaing the 

'indisciplined' labour in a productive way. Similarly, on the 

side .of the workers, the economic depression as well as their 

nationalist sentiments, induced them to enter into an almost 

extra-economic relationship with the employer. So the rationale 

behind the adoption of the paternalistic practices was 

predominantly economical, both on the part of the employers as 

well as Lhe employees, but the fact that it worked so fruitfully 

can perhaps be explained by the cultural factors. As pointed out 

in Chapter-III the employeis sense of commitment to work and his 

whole orientati0n of consciousness towards the corporation on the 

one hand, and on the other, the employers' sense of 

responsibility towards the employees have definite cultural roots 

(discussdd in.Chapter III). So with regard to the nature of the 
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p~actice of Co~po~ate Pate~nallsm, it can be concluded that ~hile 

the raison ~etr·~ fo~ the adoption and the continuation was 

economic, where both the pa~tles, the employers and employees 

could maximise their respective gains, the reinforcing base was 

grounded in Japan's traditional/ cultural behaviour pattern. 

So, given such an analysis of the natu~e of this practice, 

it is difficult to p~edict its total and successful 

transposition/transfer to other countries. Though this is a 

management styl~ ~hich can be adopted by any corpo~ation in any 

part Df the world, the difference may arise not in the adoption, 

but in the result. The typically Japanese model of such a 

practice, with all of its components, is difficult to tranpose in 

a corporation which functions in a different economic/industrial 

as well as social structure. For exmaple, in a country like 

Ame~ica, ~here the basic ethos rega~dins ~ork as well as social 

behaviou~ is _totally diffe~ent f~om Japan, given the fo~me~'s 

individualistic overtures, a total adoption of the Japanese model 

can not function-yielding the same resulis. Nevertheless, this 

Japanese model has so enamoured the ~o~ld, on the basis of its 

contribution to the achievement of the Japanese economic 

'miracle', that almost all the ~estern developed countries, as 

well as some of the Third ~orld countries are trying to find the 
b 

solution to theic 'typical' labour-management problems in the 

ddoption of this Japanese model in their respective contexts. 

Since a complete t~ansposition of the Japanese cultural traits, 

so important as the model's reinforcement, is obviously not 

possible, the expected degree of success from such an adoption 

has naturally eluded such attempted adoption. In fact, the 
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Japahese multinationals and collaborations in other countries 

have also been forced to modify their mode of functioning in an 

allen land, by modulating the practices to the respective 

situational imperatives. So, instead of a complete transposition 

of this style of management/these paternalistic practices, it 

would b~ more fruitful to adopt an inter-face pattern of 

practices. where there can be a better and more productive merger 

ot the necessary and relevant characters of the typical Japanese 

paternalistic functioning style and the management style of the 

foreign corporation in question. Such an inter-face and in-depth 

amalgamation, instead of a surface emulation of, the Japanese 

model of paternalism will perhaps be more implementable and 

successful. 

Thus, ln the near future there is no likelihood of lifetime 

employment system and seniority based wage system disappearing. 

The practice of Corporate Paternalism will continue to be 

applied. However, the recent overtones of challenges are likely 

to bring periphPral changes in the practice of Corporate 

Paternalism in Japan. 
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TABLE - I FORTUNE RANKING OF 25 JAPANESE MANUFACTURING 
~ORPORATIONS (1987) 

Na~e of ~orporation 

Toyota Motor 
Hitachi 
Matsushita Electric Ind. 
Nissa.n Motor 
Toshiba. 
Honda Motor 
NEC 
Nippon Steel 
Hitsublshi Electric 
Fujitsu 

, Mi tsubishi H":!a.Vy Ind. 
Mazda Motor 
Hitsubishi Motors 
Sanyo El>:tctt'ic 
Sony 
IBM Japan 
NiptJon Koka.n 
Isuzu Motors 
Nippon Denso·· 
Sh .. t'p 
Canon 
Japan Tobacco 
Kobe Steel 
Ka.vasa.ki Steel 
Mitsubishi Chemical Ltd. 

Sales 
(US $ 
million) 

41,455 
30,332 
27,326 
25,651 
20,378 
17,238 
15,325 
14,640 
12,981 
11,194 
11,157 
11,058 

9,523 
7,984 
7,956 
7,333 
7,325 
7,180 
7,102 
6,994 
6,753 
6,675 
6,646 
6,252 
6,189 

Net inco Employees 
me (US $ (1,000) 
million) 

1,700 84.2 
617 161. 3 
862 134.8 
124 105.4 
214 121.0 
516 57.1 

94 101.2 
70 69.3 
66 73.5 

132 89.2 
170 58.2 

29 28.3 
90 25.4 

119 40.6 
157 47.6 
514 20.2 

0 

129 35. 1 
47 24.6 

216 45.6 
129 29.3 

92 37.5 
303 29.6 

75 30.0 
43 30.8 
92 19.0 

~3out'ce: Japan 1989, An lndustt'ial Comparison, Foreian Press Centre 
(Tokyo) 

I 
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TM)LE II PLACEMENT OF SCHOOL LEAVERS BY OCCUPATION 
(1986) 
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10.9 1.7 1.3 

0.8 0.9 0.1 

1 ., 
• 1.. 1 . 0 0.8 
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Svur·ce: EmploymP.nt.and Emf?loymerlf. Policy, JapdHI:!He Indu:.:>ltic.d 
Relations Series No.1, (Tokyo), 1988. 



LABOUR AND WAGES 

i ' . l 
' POPUL?;T lC~J wa9e lnde;< lConstract Labour Product:- 1 

' cash earning)(mfg) vi ty lode;; I 
I 

it HIS I I 
' I i 

I ! Unemploy I. . 
' ! tl·~ea Labour Total Total un- '"111ent No11inal Real Yr-to-Yr Mfg. Yr-to-Yr i over 15 I Force employell employed rate Change Change 
i I 

' I ' ,}n1 t ~ 10,000 i: 1985 = 100 i: 1985 :: i: persons 
0:5:e ' ·too ' 

' i 
~ 

I ! I I I 
I 'icc i 9. 587 "'·""·" I 5,853 167 2.8 101.9 101.5 + 1.5 101.8 1.8 I i c,vc.\J + 

I 

! I I 1'76: I Ci. 720 I o,Oe4 5,911 

I 
173 2.8 103.9 103.7 + 2.2 107.7 + 5.8 i 

I 
1~c~ 

1::.519 I 6,166 6,011 155 i j I 
2.5 108.3 107.5 + 3.7' 120.1 +11.5 

Source: Japan Ecohanic ALmanac (Tokyo, 1989) 
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TABLE IV 

Individual 
Enterprises .. 
Ca.pita.lisatiun: 
under y 10 million 

¥ 10 million 

¥ 50 million 

¥ 100 million 

y 1000 million 

Total 

134 

SIZE OF FIRM AND AVERAGE ANNUAL UAGE IN THE 
PRIVATE SECTOR IN JAPAN (1986) 

Monthly Total Bonus Annual Total 
tJage Total (¥ 1,000) (¥ 1,000) 
(¥ 1,000) 

0 

2,715 332 3,047 

3,449 495 3,944 

3,375 688 4,063 

3,343 920 4,263 

3,608 1 180 4,788 

4 '12 3 1,614 5,737 

3,640 1,016 4,655 

Source: Japan 1989, An International Comparison, 
Foreign Press Centre, (Tokyo). 
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AVERAGE AMOUNT OF RETIREMENT ALLOWANCE BY SIZE OF 
ESTABLISHMENT, EDUCATIONAL BACKGROUND AND DURATION 
OF SERVICE (1985) 

Size of All 1,000 employees 
Establishment Establishments or more 

Amount Rate of Amount Rate of 
of payment of payment 

..... payment to payment to 
Educa t i ')nal Backscound (10,000 monthly (10,000 monthly 
& duration of service yen) t"egulat" yen) t"esular 

pay pay 

University St"aduate 
(Administrative, 
clerical & technical 
wot"kers) 

20 - 24 years 1,010 2 4. 4 1,286 27.6 
25 - 29 years 1,640 34.4 1,831 35.6 
30 - 34 years 2,074 41.6 2,270 42.3 
35 years and over 2,180 44.4 2,481 46.5 

Upper Secqndary School 
.zraduates 
(Administrative 
clerical & technical 
workers) 

20 - 24 years 685 21.5 958 26.6 
25 - 29 years 1,014 30.5 1,340 36.5 
30 - 34 years 1,350 38.2 1,654 42.2 
35 years and over 1,878 47.4 2,009 49.0 

Sourc: Japanese Worklna Life Profile, Statistical Aspects, 
~Tokyo, 1989) 
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TABLE VI WAGE DIFFERENTIALS BY JOB STATUS 
i 1,000 yenl 

I Director Sectional Chiet Chief Clerk l~on-posi tion 

I 
reilr Mcnihly Annual l1c1~hly Annual Monthly Annual 11onthly Annual 

i regular )~eci.sl regular special regular special regular special I 
! earnin9s earnings earnings earnings earnings earnings earnings earnings 
! 

f '173 359.0 1.693.2 I 267.4 1,477,3 242.6 1 ,Ob8.1 160.9 551.5 

I 1979 383.b 1,967.6 303.7 1,513.8 257;.2 1' 104.8 171.8 571.3 
I 
i 

19&0 4C1. t 2,153.0 320.6 1,644.2 271.8 1,185.9 182.1 609.3 
• 

i 

i981 430.1 2,279.8 343.8 1,778.7 287.5 1,265.3 193.3 657.7 

' 1982 449.8 2,379.5 359.2 I 
1,324.7 203.0 697.5 i 1,862.2 . 302.0 

I 

I 1983 466.6 2,443.0 I 372.9 1 '907 .1 311.8 1,371.1 209.6 719.5 
I 

1984 478.6 2,450.5 . 382.7 1,938.9 321.1 1,371.1 217.2 730.3 

I 
I 

1985 488.1 2,563.2 394.5 2,027.9 333.1 ·1,454.1 226.5 779.7 
I 

I 
I 1986 504.2 2,729.5 408.2 2,113.3 344.2 ·1,547.0 232.0 810.3 ! 
I ! 2,733.2 I 1987 

' 
518.1 417.6 2,143.1 347.0 1,562.8 237.2 826.3 

' l I 
Source: Japanese Wor~!ng Life Prof:le, Statistical Aspects, (Tokyo, 1989) 
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TABLE VII METHOD OF ~URING PERSONNEL INVOLVED WITH DIVERSIFICATION AND NEW FIELDS 

(Companies, %) 

r 
: 

I~Dber of Reassi;n- Mid-career New Mid-career Others 

I Co£lpanies 1ent out hiring hi ring hinng of 
I lliaking of the of exper- (new inexperience-

I 

' entry company's 1enced grad- ed pe rsonne 1 
main personnel uatesl 

I business in the new 
i I 

business 

~ustr1es 
field 

I 

710 94.2 I 34.4 30.3 1.3 0.6 
I 

, P J [ Manu f a<tur in9 
I industr1es ~1 94.6 32.5 31.7 1.3 0.4 

I ri Basir Koterials 

s \ industries 148 96.6 32.4 34.5 0.7 --
I I ' Processing 

: 

l 
1ndustries 178 198.3 33.7 30.9 2.2 0.6 

i 
I I I ·~thers 135 194, I 31.1 29.6 0.7 0.7 

i 

I N fton-aanufarturin9 
j E industries 249 93.6 37.8 27.7 1.2 0.8 

X -

! T All Industries r3o8 82.6 51.5 40.2 1.4 1.0 
i 
: 3 i M.inufactL :no 

! I I • ! ~ \ industries 565 80.5 51.0 43.0 1.4 o.s 
I t - r-
I A l Basic materials lb8 79.8 50.0 48.2 0.6 O.o 
! R . i 
I 

Pro,~ss1ng ! p industril'~ 225 80.4 50.7 42.7 2.2 0.4 
I E 

i l 
Other• 172 81.4 52.3 3a.4 1.2 0.6 

Non-&anufacturing 
1 303 I D industries 86.5 52.5 35.0 1.3 2.0 

S0urce: EconowrlC Survey of Japan, !Tokyo, 1980), 
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