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I INTRODUCTION

There is widespread agreement that cooperative employ ment relations have played
an important role in the phenomenal success of the Japanese economy over the
past four decades. Japanese workers have been, and remain, willing to work
lomg hours at a steady pace. In return they have seen their incomes rise dra—
matically. But these rising incomes have not been a burden on Japanese economic
performance. Japanese workers have limited their wage demands to levels that
reflect the current ability of their companies io pay without jeopardizing long-
termn corporate goals. Employers, in turn, have been willing to share the benefits
of corporate prosperity with workers, thus ensuring that workers would continue
Lo identify with the goals of the corporation.

The characteristic features of the Japanese employment en vironment might
tead a "Western' cconomist o expect to fod low level s of productivity and high
levels of labour—management conflict in Japanese industey rather thano the high
productivity and cooperative relations that in fact prevail. hMany, if not most,
Western economists [whether neoclassical. neo-Keynesian, or neo-Mharxiank
expect that when the threat of job loss is [ow workers will supply less efforc
and produce Jess output. Yet three major features of the employment environ-
ment in Japan all serve toreduce the threat of job loss facing Japaness workers.

First. a substantial proporttion of male blue-coliar workers have access to
‘permanent employment” — the assurance of a continuous relation with &
particular organization over the course of their working lives, Especially in the
highly productive dominant eaterprises {Toyota, Hilachi, Sony, Fujitsu,
Matsushita, Canon, NEC, Nissan, elc.) that have been the deiving forces in Japan's
economic growth over the past four decades, male blue-collar workers have
virtualiy no fear of dismissal. Second, the Japanese labour Force lacks large
numbers of ethoic mineorities who can serve as a labour supply for fow-paid,
insecure jobs or who can compete with Japanese-born workers for better paid,
blue-collar jobs. Third, the occupational structure and sustained growih of the
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Japanese economy have generated full employment, and, at times, acute labour
shortages. Even in companies where the institation of permanent employment
is not entrenched, replacement workers are hard to find,

By lessentng the competition for jobs, and hence the threat of job loss,
therefore, the Japanese employment environment should give workers the
power to reduce their work effort and raise their wage demands, thus contributing
to the inflationary tendencies and labour-management conflicts that have
cccurred in the advanced capitalist economies of the West, According 1o a
“Western' perspective, that is, employment security, ethnic homogeneity and
full empicyment should have impeded Japan”™s economic performance. By atl
accounts, they have not. Indeed, it can be argued that, by promoting coopera-
tive employment relations, these Features of the Japansse employment
environment have helped to generate the nation’s sustained economic prowth,
The pirpose of this essay is to explain how and why the Japanese employment
environment has benefited the Japanese econorny, and £n the process o consider
whether and to what extent the Japanese model of employment relations can
be (or already has baen) diffused to the advanced capitalist economies of the
West. Throughout this essay I shall compare Japanese employment relations
primarily with those that have prevailed in the United States, and to a lesser
extent with those that have prevailed in the United Kingdom (for an elabora-
tion of this three-nation comparison, see Lazonick, 19203, In the conclusion, I
shafl explore briefly the implications of my analysis of employment relations
and econemic growth in Japan for the futare of employment relations in the
world economy more generally.

I THE JAPANESE EMPLOYMENT ENVIRONKMENT
Houzrs, Earnings, amnd Income Distribution

Japan entered the 19605 as a low-wage economy, especially compared with the
United States. But by 1970 Japan’s hourly wwage rate in manufacturing had
surpassed that of France and by 1975 that of the UK., Depending on the prevailing
exchange rate, during the [980s hourly wages in Japan were at times higher
than those in Germany and the United States {Shirai, 1983, p. 131; Abegglen
and Stalk, 1983, . 194 Year Book of Labour Statistics [YBLSF, 1987, 1. 317L
By advanced capitalist country {(ACC) standards, in the 1950s Japanese man-
ufacturing workers laboured long hours for low pay; in the 1980s they laboured
loeng hours for high pay.

In Japanese manufacturing, the average working hours per emmployed person
peaked at 207 per monih in 1960, From 1984 until 1988 working hours averaged
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about 180 hours per month (about 184 for men and about 168 for women). Despite
a reduction in hours worked per year of aboui 13 per cent between 1960 and
the mid- 1980s, average Japanese working hours remmained substantially above
those in the other ACCs. For example, the work year of the average Japanese
employee exceeded that of the average US emplovee by 517 hours. About 47
per cent of the differential was because of more hours worked per day and about
53 per cent because of more days worked per year (MMaddison, 1987, p. 687
Compared with Germany (where the hours of work per year were just sHghely
more than in the United States), in Japan virtually all of the extea hours worked
were because of more working days. Compared with all the ACCs, the most
impeortant difference in days worked derives from the retention of the six-day
work week in Japan (see Maddisen, 1987, p. 687; Koshiro, 1983, p. 243; Fapan
Economic Institute, 1990,

In 1987 the average monthly remuneration for Japanese male manufactur-
ing workers was ¥381,000, about $26,000 per year at the prevailing exchange
rate (FBLS, 1987, p. 105}. For womenr in manufacturing, the average annual
pay was just over $11,000 —about 42 per cent of the average for men. Indeed,
Japan has one of the most unequal gender-based diseribations of income in the
world. In 1980 the female—male hourly wage ratio in Japan was 0.54, compared
with 0.56 in the United States, 0.72 in Germany, and 0.7 in the UK {(Mincer,
1985, p. 56). Atthe same time, Japan's hausehold distribution of income is one
of the most equal in the world, with lower-income Tapanese households being
particularly favoured. In part, Japan®s relatively equal distribution of income
derives from hierarchical pay differentials within enterprises that are much enore
compressed than in most, if not all, of the other ACCs. But in large part, the
relative equality derives from government policies to maintain the economic
viability of small-scale enterprise in agriculture, retailing and manufacturing.
Particularfy in agriculture, these policies are integral to Japan's social welfare
system, and the success of these policies explains why Japan has not relied as
heavily as the ACCs of the West on government transfer payments to ensure
social wellfare {see Vogel, 1980, ch, 8; Koike, 1988, pp. 47-53).

In 1920 {2 per cent of the Japanese labour force were still engaged in agri-
culture, as compared with 6 per cent in the ACCs in general. Most Japanese
agriculteral workers grow rice on small family farms. Aided by advanced
growing techniques (acquired swith government assistance), Japan's rice yields
per acre are among the highest in the world (Reich =t al., 19386, p. 162; YVogel,
1980, pp. B0—31; see alse Sawada, 1970; Tsuchiva, 1 970). So too are the prices
that farmers receive ; during the 1960s and 1970s the goverament purchase price
of rice was as much as four times the world price. These agricultural policies
have kept the incomes of full-tims farm houssholds close to the level of uzban
wage-earning households.
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These agricultural policies carry hoth cosis and benefits o blue-collar workers.
On the cost side, they have to spend a higher proportion of their incomes on
food than do workers in other ACCs. In 1979 food represented 35 per cent of
the expenditures of Japanese consumers, well over twice the proportion in the
United States and perhaps as much as ene-third higher than in the ACCs in general
{Reich et al., 1984, p. 163}, On the benefit side, howewer, is the availability of
farming as an extra, or even an alternative, source of income for wage-earners
who do not have regular employee’ status (see below) or for full-time wage-
earpers who bave had regutar employee status but have reached the mandatory
corporate retirernent” age (usually between 55 and 60). ITn 1984 farm house holds
with primarily non-agricultural earnings represented 71 per cent of all farm
househelds, up from 65 per cent in 1980, and 51 percentin 1970 (Reich <t af.,
1986, p. 163} According to an authoritative survey of Japanese agricultural policy
written in the mid- 1980s:

Since 198[, the number of peaple abandoning other occupations to enter agriculivre
as the main job has actually exceaded the number leaving agriculiuce for ather occu-
pations, In [983, mereover, #6 per cent of males going inte farming as the main job
were aver fifty, and most of them had warked previously as part-time farmers.
Tnnovative mechandzation that facilitated small-scale pari-time farming makes this
trend possible, and may thereb ¥ serve as an obstacle to the consolidation of farmland
and the formation of ceoperati ve units. (Reich et al., 1986, p. [97}

Given the social welfare functions of the agricultural sector, howeves, the
net secial and economic impacts of the consolidation of Japanese farmland would
not necessarily be positive. By permitting older worckers to remain productive
and independent after their retirement fromm corporate employment, the organiz-
ation of Japanese agriculture functions as an effective and humane old-age security
system. By fncilitating the eacly retirement of slder corporate employees, the
system of small family tarms increases the demand for younger workers — the
potential [y most productive members of the labour force — to £ill the positions
that the elder workers have vacated. In short, Tapan®s agricultural policies have
reen the key to keeping the labour force {ully employed, the household distri-
Bution of income relatively equal, and state welfare expenditures low,

The Japanese government has also helped to sustatn small-scale enterprise
it manufacturing and retiling. In manufactucing, dominant finms make extle nsive
usc of small-sized and medivmn-sized enterprises as subcontractors {see Odaka
elal., 1938). Especially during the 1950s anct 19605, the government has aided
the start-up and survival of smaller scale firms by making inex pensive finance
available to them. This support has also helped the small supplier to strengthen
its hand in dealing with the dominant enterprise, thus increasing the pressure
toward maore equality in the distribation of income (Friedman, 1988, pp. 1578
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In retailing, the role of the state has been more far-reaching. During the [970s,
the Japanese government passed laws to limit the growth of retail chains by making
it difficult to secure the right to open stores of any substantial size. By a 1373
laws, government permission was required to open a store with more than 150
square metres of floor space. In 1978 these strictures were also applied to stores
with more than 500 square metres of floar space. Government approval for larger
stores was rarely forthcoming, and over time applications for new stores over
500 =quare metres simply declined (McCraw and O"Brien, 19536).

Employment Opportunities

“Fhe policies to support small enterprise have helped not onty to equalize the
distribution of household mcome but also to create independent employment
opportunities for these among the Japanese labour force who becatuse of
individual preference will not, or becanse of lack of educationak credentials cannot,
gaint access to positions of regular employment with a corporation. In 1987 25
per cent of the entire Japanese labour force and E9 per cent of the non-
agricultural labour force were classified as self-employed or as persons employed
by family members. Amaong the male labour force, these figures were 20 per
ceni and 16 per cent respectively.

While the number of self-employved and family workers in agriculture has
declined over the past few decades, in non-agricultural industries the number
of self-employed persons increased by 31 per cent between 1960 and 1987 and
the number of family workers by 12 per cent. The increase in self-employed
was particularly rapic in manufactaring, where the number of self—emplcy;d
grew by 62 per cent, slightly faster than the growth of the manufacturing labour
force as a whaole. In 1987 in nan-agricultural industries, 65 per cent of the self-
employed but only 18 per cent of the family workers were men. In manufacturing
these figures were 60 percent and 16 per cent respectively (¥YBLS, 1987, p. 8).

The persistent viability of small enterprise has occurred in Japan alongside,
and indeed because of, the growth of the dominant enterprises that have been
central to Japan's rise o international industrial leadership. The largest corporate
employers in JTapan are aot large by US standards. In 1989 the ten largest
industrial companies in Japan had an average of 114,000 employees; the average
for the ten largest US industrials was 301,000 (Forrune, 1989, p. 201; Dun's,
1990, p. 345). Many karge Japanese empioyers keep the number of their
employees down through the practice of subcontracting wark to smaller finns.
Far example, in 1982 Toyota*s sales were 75 per cent greater than Nissan’s,
and its assets were 11 percent greater. Yel Toyota employed 21 per cent fewer
people because of its more extensive use of subcontracting.

I some cases, the cors company subcontracts with firms that simply sopply -

labaurers to weork at the core company's facilities. More often the core com pany
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purchases inputs from satellite firms with which it has developed long-term
relations, and hence from which it can expect the timely delivery of the quality
and quantity of specialized inputs that it needs (see Watanabe, 1971; Sheard,
1983; Shimokawa, 1985; Asanuma, 1989; Dore, 1986, Part III; Odaka et al,,
1938; Chalimers, 1989, Helper, 1990; Smitka, 19900, Historically, the widespread
use of subcontractors in Japan appears to have sterumed from the slow growth
and weak financial condition of firms that ultimately emerged as dominant (Helper,
19907, It also appears that in the 1950s, as enterprise unionism diffused across
dominant firms, these major employers chose o subconiract rather than produce
in-house to aveid taking on more permanent employees.

Mevertheless, once begun, many subcowmtracting arrangernents tend to be
long-lived because of the importance of organization-specific investrments to
ensure prompt delivery of inputs of the requisite guality. The core companies
twpically fund a portion of these investiments, and the subcontractor is mot easily
replaceable. In terms of both pay and employment security, the employess of
such “ficst-tier’ contractors benefit from the growith of the core company. It is
the secure product-tnarket positions of the dominant enterprises in Japanese man-
ufacturing that gives stability to the subcontracting arrangemenis with suppliers
and distributors, swhich in turn enables these small-sized and me dinm-sized Arms
12 provide stable and remunerative employment (o their own workers.

Labour-Management Relations

Those blia-collar workers with the most employment stability and the best kong-
ran prospects for pay increases are, howewver, men who work as ‘regular’
employees for the core companies, Within these emerprises, shop-floor workers
have been able to lay claim to a share of the rapid productivity growth on which
the Japanese ‘miracle” has been based. In part, the barpaining power of shop-
fioor workers derives from the generally high levels of employment and
conditions of labour shortage that have resulted from the combination of rapid
economic growth and government employmemd policies. But these workers have
rarely used this power to disrupt production: prolonged work stoppages have
played only a minor role in enabling Fapanese workers to secure higher incomes.

OF the main ACCs, only Germany and Sweden have experienced greater
industrial peace than Japan since the 1960s {Shirai, 1983, p. 137, ¥BLS, 1987,
pp- 318-9). Even then, in both [978 and 1984 work stoppages in Germany
escalated encrmously, while the Japanese expertence since 1974 has been a general
declipe in labour strife. For the periods 198083 and [984-87 respectively, on
an average per annum basis, the number of Iabour disputes lasting more than
half a day were 897 compared with 440; the number of workers involved in
disputes was 312,000 compared with 124,000; and the number of days of work
lostin disputes was 650,000 compared with 282,000 (FBLS, 1987, p.315). The
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low lewels of work stoppage in the mid-1980s are particularly revealing of the
stability of coeperation in Japanese employment relations because these were
years of persistent labour shortage. A more ruculent and adversarial labour force
might bave scught to take advamage of the labour shortage to shift more income
their way and secure more leisure.

Eey to labour peace has been not onfy the ability of Yapanese corporations
to meel workers” demands but also the ability of Japanese unions to assess the
corperations’ ability to pay, Enterprise unions enforce workers® claims on
enterprise sarnings, taking into account the financial needs of the firm in the
light of changing product-m arket conditions and desirable investment strategies.
Through industry and pational coordinating committees, the bargaining of
emterprise unions, characterized by strategic strikes of 12 to 49 hours in duration,
becomes part of a public debate over the generat ability of the Tapanese economy
lc pay wage increases. For the workers, their contribution to this debate
culminates in the Spring O ffensive -- the labour movement's concerted effort
to influence the setting of the levels of wage increases that occurs in enterprises
throughout the country simultaneously on 1 April of every year.

Enterprise-level bargaining means thal percentage pay increases vary across
companiss, even within the same industiy. Bul through the public debate over
the economy’s ability to pay and the coordinated efforts oF the enterprise vnions
to influence the share that goes to workers’ incomes, the increases in any
particular firm become part of a national pattern, Hence, although enterprise
unions bargain at the company tevel, they support a broader social movement
that creates considerable ceherence in levels of remuneration across the Japanese
economy a3 a whaole (see Shimada, 1970; Koshiro, 1983; Dicre, 1987, pp. 70-73).

Standards of Living

On the basis of long-term employment relations and collective bargaining, the
long and hard work of Tapamese blue-collar mem has been rewarded with higher
pay. For many Fapanese workers who live in the crowded Tokyo—Osaka
industrial district, nominal income gains were severely eroded in the 1980s by
the rapid rise in the cost of hiousing. With food prices also high by international
comparison, it might be difficult to arg ue that Iapanese blue-collar workers have
a higher standard of living than thelr fully employed counterparts in the West.
What they do have, bowever, ts long-term employment stability and {save for
another round of land and housing speculation} the prospects of sharing in the
egrowing wealth of the nation.

What Japanese workers also have are longer lives and safer work conditions
(notwithstanding reports of employees, typically managers, who have literally
worked themselves to deathy — Sanger, 1990; for another account that portrays
‘salarymen’, as distinct from blue-coflar workers, as bearing the bruat of the
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JTapanese commitment to work, see Woronoff, 1983}. The post-Second World
War growth of Japanese wealth does not appeat to have been at the expense of
shop-floor workers' health. In 1955, on the eve of the Japanese ‘miracle”, the
average life expectancy at birth was 64 vears fora Japanese mamn and 68 yvears
for a Japanese woman, In 1975 these figures weze 72 years for men and 77 vears
for women, and by 1987 76 years for men and 81 years for women — the highest
average life ex pectancies in the world (Jfaparese Statistical Yearbook {FSY],
1989, p. 55). As for safety in the workplace, data on the feequency and severity
of industrial injuries show continuous and dramatic declines from the 1960s
into the Tate 1980s (J5¥, 1989, p, 743; see also Koshiro, 1983, p. 73). Nobwith-
standing the high costs of food and housing, when all the relevant factors are
taken into consideration, the standard of fiving of Tapanese workers has risen
immensely over the past four decades.

Segmentation of the Labour Force

Beginning with the rise of the cotton textile industry a century =go, the cheap
labour of young women has been central to Japanese industrialization {on the
early textile mills, see Saxonhouse, 1976 Kidd, 1978; Tsurumi, 1984; Hunter,
1984). But the use of women o occupy low-wage Jiobs that offer limited
employment sec urity and upward mobility is by no means unique te Japan. What
is urique about the Japanese labour force is the refative absence of ethnic
minorities, alongside women in general, as a supply of low-paid labour,
Registered aliens make up well under 1 per cent of the Japanese population.
The vast majority (over 90 per cent between 1960 and 19804 of registered
aliens are Koreans and Chinese. During the 1'980s the proportion of registered
aliens began moving up perceptibly, largely because of a greater number of
Chinese and Filipinos (who represented 48 per cent and 17 per cent of the net
increase in registered aliens between 1980 and 1988 — FS¥, 1989, p, 453, In the
face of acute labour shortages, there has also been a significant increase in illegal
unskilled male labour into Japan, mainly from China, the Philtippines and
Bangladesh. In [989 official sources estimated that there were 100,000 illegal
immigrants in the country, but others have put the number as high as 400,00
{NMew York Times, 29 Octaber 1989, p. E3)

The increased reliance of the Japanese economy on foreign labour is, however,
very recent and still relatively small, In the absence of a large reserve army of
underprivileged ethnic minorities, the Japanese have relicd on tradi tion to Iocate
within the Japarese population itself a ‘secomdary” labour force of low-paid
workers, Besides women, who constitute the vast majority of the secandary labour
force, there is a small group of Japanese men and women wha, although
ethnically indistinguishable from other Japanese, have been branded since the
Tokugawa pericd as outcasts by birth because of the odious jobs (such as
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leather tanning and grave digging) that their ancestors had. They are the
Burakumin — their numbers estimated at between 1 and 3 per cent of the
Tapanese population —and to this day they have no choice but to fill the lowest
paying, least desirable jobs in Japanese society (Cornell, 1967, Wagatsuma and
de Yos, 1967). A 1965 government report showed the Burakumin to have
inferior living conditions, limited educational attainment, and lack of access to
the secure jobs for which the Japanese economy is so well known {(Upham, 1987,
pp. 79, 85). Commearcially published books that list the place names of Buraku
ghetios are purchased by companies 1o help to ensure that they do not mistakenly
hire Burakumin as permanent employees. Despite governmental concern with
the social welfare of the Burakumin, there is, gecording to Frank Upham (1987,
p- 123}, “litile evidence to suggest that the government’s agenda will ever
include aggressive measures 1o ensure Burakumin access te permanent
employment in large firms, which leaves them, whatever their individoal edu-
cational attzinment or employment qualifications, as a poal of low-wage
temporary workers.”

The relatively small numbers of workers from poorer Asian nations and of
Buraku descent aside, historically the Tapanese economy has relied on girls and
women to provide it with supplies of cheap labour. Doring the pest-Second Worid
War decades women have consistently accounted for 40 per cent of the total
labour force, and, as a proportion of the manufacturing labour force, have
increased from about one-third in the 1950s to 4 per cent in the 1980s (JSY,
198%, p. 71). During the 1980z in establishments employing 30 or more workers,
among ‘regular’ workers the average monthly cash earnings of women were
just over 50 per cent of those of men; in manufacturing the female—male
proportion was ooly 42 per cent (FS¥, 1989, p. 94}

hlale—female income inequality is inherent in women's Jack of access o
permanent employment, the seniority wage systeim, and membership of enterprise
unions. These are the three features of Japanese employment relations that
make the Japanese system unique — an GECD report of 1977 called them the
‘three pillars’ of Japanese industrial relations (OECD, 1977). The pilfacs support
the house of male labour only.

LZmployment Classifications

The official government classifications of workers are not very helpful for
understanding the very different labour markets into which men and women
enter in the Fapanese economy. The government classifies thoss participants in
the labour force whe do not fall into the categories of “self-employed’ and ‘family
workers’ as ‘employees’, who are then subdivided according o the duration of
thetr employment contracts inte ‘regular’, ‘temporary’, and “daily’ workers.
Regular workers have contracts of indefinite duration, temporary workers have
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contracts for one month to one year, and daily workers have contracts for less
than one month. Many companies employ temporary workers to expand their
lzabour forces in periods of abnormal demand and to avoid overcommitting
themselves to the long-term employment of these recruits. Not surprisingly,
temporary workers find their conditions of work much less satisfactory than
regular workers (see, for exampie, the critical account of work life as a temporary
worker in Kamata, 19823, On the basis of performance, however, it is possible
for temporary workers to be promoted to regular employee status.

Crver 70 per cent of alf Japanese workers, and 90 per cent of all emplovees,
are classified as regular workers. About two-thirds of all regular employees are
men and about 93 per cent are regular workers. About four-fifths of all female
employvees also have regular-worker status, although this proportion has fallen
by about 5 per cent since the F960s and 1970s while the proportion of {female
employees who are temporary workers has risen by a similar amount (FBLS,
1960, p. 16; ¥BLS, 1965, p. 12; S5V, 1989, pp. 72-3).

Permanent Employment

Most men, but very few women, whe are classified as regular workers have
permanent employment staus. Permanent employment is found especially in
companies that have attained large and entrenched, if not dominant, market shares
in their industries, and which are hence both willing and able to offer workers
the prospect of long-term attachment to their particular companics. By ensucing
the long-run attachment of the employee to the firm, permanent employment
enables employers to develop the skills of employees and makes i less necessary
for employees to place the aitainment of their short-run individnal interests ahead
of the longer-run goals of the enterprise as a collectivity. Given permanent
employment, during the first decade of an employee's career, promotion and
pay increases can occur without reference 1o an employee's productive contri-
butions. During this developmental stage, job rotation into different technicat
specialities and different workplaces is the rule. In contrast to the American
practice of applying the terms unskilled, semi-skilled, and skilled o different
types of jobs to be filled by different types of blue-collar workers, the Japanese
have used these terms to apply to the stages through which a blue-cellar worker
passes during the first ten years of employment. When qualitatively new
inwestment strategies require qualitatively new skills, the permanent employment
system gives employers the incentive to invest in the retraining of blue-collar
workers who are in mid-caresar.

The existence of permanent employment and the emphasis on seniority in
promotion and rewards encourages workers to identify with the goals of the
company and (0 cooperate with each other in contributing to the fulfilment of
these goals (see Aoki, 1988, chs | and 2). These collective efforts are rewarded
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by semi-annual bonuses that can amount to ene-third of an individual's anoual
earnings but that are adjusted according ko the current profitability of the firm
and the financial requirements of loag-term investments (see Freeman, 1989,
ch. 12, who, however, overemphasizes the importance of bonuses as the foun-
dations of Japanese employment relations}. It is only in mid-career that promotion
on the basis of individual performance becomes impertant, although even then
seniority continues to have some infleence on promotion decisions and remains
the main determinant of wage increases.

In terms of the promise of long-term attachment, Japanese “white-collar”
positions are similar to junior management pesitions in well-managed corpo-
ratioms in the United States. Indeed, the burgeoning research into the history of
US mnanagerial enterprise in the United States suggests that the extension of
‘permanent employment” to managerial personnel dates back as much as acentury
in the United States (see Chandler, 1977 and 1990 for long-run historical per-
spectives and abundant references). Bui, with a few exceplions, such as IBIME
and Kodak, these same US corporations witl not coantenance the notion that
blue-collar workers are permanent member s of the enterprise. Seniority provisions
of US collective bargaining agreements do, it is true, often ensure that the most
experienced workers have long-term attachments (o particul ar workplaces. Bun,
as evidenced for example by corporate resistance to laws that would require
that affected workers receive advance natice of plani closure, the ideclogy of
American management has been that the: company should be able to hire and
fire blue-collar workers at will.

Enterprise Unions

In Japan, enterprise unions are the prime institutions for protecting the integrity
of permanent employment and the senicrty-wage system, Despite the widespreadd
recognition that permanent employment is a characteristic feature of Japanese
employment relations, the employment security inherent in it -does not have clear-
cut Tegal stats, According to one authority, 'no reference to [permanemt
empfoyment] is found in any collective bargaining agreement or the Rules of
Employment [under the Labour Standards Law]’ {(Gould, 1984, p, 11). The Labowr
Standards Lawv, passed after the Second "World War, states that any employer
has the right to dismiss an employee but must give 30-day prior notice or else
30 days' severance pay. Under the doctrine of “abuse of the right to dismiss®,
however, the courts have circumscribed the ease with which employers can
termdnate employment by demanding that the employer justify a dismissal on
grounds that the court deems to be legitimaie (Koshiro, 1983, p. 245, Gould,
1984, pp. 11, 70, 109}). Given the nebulous legal status of the workers® right Lo
jong-term employment security, the union movement, dominated by enterprise
unioms, has been a critical institution for protecting the permanent employment
status of its members.
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Inndeed, the percentage of the Japanese labour force that is unionized is usually
put forward as the estimate of the propontion of the labour force that possesses
permanent employment status (ses, for example, Abegglen and Sialk, 1985, P
2013, In 197035 per cent of employees in the Japanese labour force were union
memmnbers, in 1980 31 per cent, and in 1988 27 per cent (S5Y, 1989, p. 114). But
not alf union members are in enterprise unions, and not all emplovers whe offer
long-term-employment security deal with unions. Enterprise unions, moreover,
organize both white-collar and blue-collar employees together. College-cducated
male employees who enter the firm as white-collar workers are generally on
career tracks that will take them out of the ranks of unionized employees into
managerial positions with the same company. They continue to enjoy permanent
employment status, but they are no longer counted as union members.

If one assumes that all men who work for public and private corporations
that employ 100 or more people have permanent employment status, then the
proportion of the Japanese labour force permanently empioyed at the end of
1987 was 25 per cent —a figure fust a few percentage points less than the proportion
of the Japanese labour foree in unions at that time, Only a portion of the male
regular workers are bilue-coffar workers. At the end of 1987, regular male
production workers in manufacturing estabiishmenis with 30 or more employees
represented 39 per certt of male regular workers in these establishments, and
only % per cent of all males in the entire Japanese labouor force (Y85, 1987,
pp. B, 143,

But just because a male worker is not counted as a permanent employee does
not mean that he is 2 member of what US economisis have called the secondany
labour force. As already indicaled, the long-term character of relations betwesn
core companies and their satellite fioms has a stabilizing impact on the employment
and sarnings of workers in smaller (although to a much Besser extent in the
smallest) enterprises which do not have enterprise unions (on the *peripheral’
labour force in firms that are subcontractors, see Chalmers, 1989). 'Fhe success
of the core companies in capturing large shares of international markets —a success
that is in part aticibutable to the cooperative employment relations that have

permanent employment as their foundation — has increased the economic
viability and strengthened the permanency of these interfirm relations. The
permanent employment siatus of regular male workers in core companies
reflects, therefore, just part of a broader structure of the long-term employment
relations that characterize Japanese industry and that have been integral slements
of the dynamics of Japanese economic growth,

‘Women in the Labour Force

The employment experiences of male regular workers who can harbour expec-
tations of permanent employment must alsa be distinguished from those of women
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who generally cannet. At the end of 1987 women represented 31 per cent of
all regular workers in Japanese manufacturing and 36 per cent of all regular
production workers in manufacturing establishments with 30 or more employees
{¥BLS, 1987, pp. B. 14). Although the employment tenure of these women is
of unspecified duration, the prevailing expectation is that they will drop out of
the labour force after marriage. In the United States, the 1abour force partici-
pation of women remains siable between the ages of 20 and 45 at about 70 per
cent {Edwards, 1988, p. 24 5n). But in Japan the labour force participation of
women is significantly lower for those aged 25-34 (54.5 per cent in 1988) than
for those aged 2024 (73.7 per cent), 35—4 (64.5 per cent), and 45—54 {66.9
per cent) (ASY, 198D, p. 711, As these figures indicate, many women re-enter
the labour force when their children are grown. But they do not retain the right
o reinstatement with a particelar emnployer. The taditional gender-based
division of labour in the society is reimforced by statistical discrimination — the
assumprtion by em ployers that the women whom they currently employ will sooner
or jater drop cut of the paid labour force to become home makers. As a result
of this assumption, even those women who intend to remain in the paid labour
force are denied the opportunities for skill development and earnings growih
that firms offer to male regular emplovees as a matter of course.

The iraditional gender-based division of labour alse makes it possible to employ
vomen as ‘part-time’ workers, In Japan, a ‘part-time' worker is cne who is
emplowved for less than 33 hours per week, and i3 therefore not entitled to atl
the paw and welfare benefits of “full-time" workers.

About T per cent of part-time workers are women, About 17 per cent of female
part-timers were in manufacturing, representing k<4 per cent of the Fermale man-
ufacturing labour force. They were fairly evenly distributed across small,
mediutm, and large manufacturing enterprises {J5Y, 19389, p. 103; ¥BLS,
1986, p. 9.

Parl-timers are not necessarily temp orary workers. Of workers who made up
the non-agricultural laboor force in 1986, part-time employees represented 12
per cent of the totat and 23 per cent of women, whereas emporary employvees
were only G per cent of the total and 13 per cent of women (Ffapar Fabor Bulletin,
1 Movember 1987, p. 5).

The proportion of the non-agriculturat labour force in part-time employment
has been rising steadily from the 1960s when just over & per cent of all workers
and 8—12 per cent of women were part-timers. A 1984 survey found that 86 per
cent of female part-timers were married and 78 per cent were aged 35 or over.
In response 1o the query of why they had taken up part-time work, 54 per cent
answered 1o earn supplementary household income, 15 per cent Lo improve their
standard of living, 11 per cent as a main source of income. and 10 per cent to
earn income for leisure (Japan Insticute of Labowr, 1986, p. 14).

i ——— o
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Responses to Labour Shortages

In sharp conirast to the movement of women into part-time employment, some
mwore highly educated women have managed recently to gain permanent
employment status. The continmed growih of the Japanese economy and the
expansion of iis overseas business activities inthe 1980s crealed severe shortages
of highly educated personnel. In 1984 women represented over 23 percent of
enrolments at Japanese universities. But Japanese employers had been reluctant
1o hire female university graduates (as distinct from junior celiege graduates)
on the grounds that they were likely o drop cut of the labour force in their mid-
20s. While the raditional gender-based division of labour has always provided
the rationale for deny ing permanent employment to women in general, highly
educated women have been particulariy subjected to statistical discrimination.
The productive potential of university-educated women could be greatly
increased through in-house training programmes. But the company would not
benefit front its investment in these human resources if {as was expected) these
wromen chose not to pursue their careers.

From 1986 the tmpetus that the labour shortages gave to hiring female
university graduates to be trained as technical specialists was reinforced by the
implementation of the Equal Employment Opportuni by Law {EEQL)Y. This law
did not compel employers (o grant permanent employment states to wotmen.
But, through what the Japanese call “administrative guidance’, the state in
effect legitimized employers’ desire to develop long-term emplo yment relations
with women whese capabilities could be enhanced by cosily in-house training
and who could thereby alleviate the shortage of technical specialists. The EEQL
also encouraged female universily graduates §o pursue careers by making it socially
acceptable for them to refuse Lo be home makers in the traditional gender-based
di vision of [abour (see Cannings and Lazonick, F994).

The proportion of women among new university graduates entering
employment had been increasing steadily throughout the 1960s and 1970s, bue
then levelied off in the early 1980s. These women were regular employees but
were not considered o be permanent employees, The EEOL appears to have
had an impact oo the quantity of female university graduates employed as welt
a3 on the quality of their employment. Between 1986 and 15987, for the first time
in Japanese history, the number of female university graduates who enterad
employment increased while, simultansouwsly, the number of male university
graduates who entered employment decreased. During the remainder of the 1980s,
as acute labour shortages for educated personnel persisted, women continued
to account for almost all of the annual increases in the nwmber of university-
educated recruits (J5Y, 1985, p. 90; JSF, 1989, p. 90; see also Cannings and
Lazoniclk, 1994),
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Since the passage of the EEQL, university-educated women have, by virtue
of the in-house trainin g required to enable them to fill the shortage of technical
spectalists, been granted permanent enployment statas. But, in general, they
hawe not been granted this statmis on the same terins as men. Under the tradi-
tional system, when virtually afl permanent employess were men, alf aniversiey
graduates would enter the company as white-collar employees to be groomed
for promotion into the managerial ranks after a decade of service. With the imple-
mentation of the EEOL, alongside this traditional *managerial emplowee track’
has arisen a “clerical employee track’. In some firms, lying between these two
tracks, is another one for “specialized emiployees’ in jobs requiring high levels
of skill and knowledge, so that there is now a *multiple-track employment
system” for University-educated white-collar employees. Among other things,
the fower tracks do not require their occupants o move to different localities
over the course of their careers, and promotion iadders ron only up o lower-
level or local management positions, The evidence thus far is that these tracks
hawve been filled almest entirely by women {Sugeno, 1987) Of particular
importance for the shep-floor Focus of this essay, morsover, the extension of
(Japanese-style) ‘equal employment opportunity” for women has been confined
to the “white-collar’ ranks. If anything, through the use of ‘part-timers’, the
tendency ducing the 1980s was to make employment for ‘blue-collar’ women
more insecure.

Although the shortages of highly trained rechnicat specialists posed the most
acute labour supply problems for Japanese companies during the 1980s, the
expansion of Japanese business al home and abroad has created laboor shortages
of blue-collar workers as well. There have been at feast four different types of
employer responses 0 these shop-floor labour shortages. One response {or
more accuradely non-response) has been to resist pressures (largely emanating
it seems from Japan's international competitorsy 0 reduce Japan's long work
week., With Eabour in short supply, employers would not easily be able o
secure the person-hours of kaboar required to meet their output targets by hiring

more warkers for fewer hours each, In addition 1o the guantitative problem of

scarce labour, the extent to which companies invest in the capabilities of specific
waorkers also encourages employers to insist on using these human assets mors
intensively. Woreover, the existence of permanent employment leads ernployers
to want (o minimize the number of workers to whom they are commitied. In
amy case, Japanese enterprise unions have not demanded a short work week for
their members, most likely because of the ability of wotkers 0 share in the gains
that derive from high kevels of output per worker (see Japan Economic Institute,
1900, where it is also argued that workers prefer long hours because of the expense
and inaccessibility of leisure in Japan).
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A second response has been to seek out new sources of temporcary labour. In
recent years, there has been a small but visible influx of foreign workers, some
of them iltegal, into the fapanese labour force (see for example Japan Labour
Bulletin, T November 1988, p. 8). OF much mwore importance has been the shift
of manufactaring operations overseas, in part to the United States and Europe
{Eenney and Florida, [991; Oliver and Wilkinsen, 1288, ch. 5), but increas-
ingly also to Asian countries such as Malaysia and Thailand (see NWew York Timer,
8 May 1990, pp. A, DI8). In 1990 Japanese companies already employed 10
per cent of the Thai manufactaring labour force, with a predicted rise to 15 per
cent by 1992 (Mew York Times, 10 May 1990, pp, D1, D9,

Meanwwhile, at home, lakour shortages hawve eased the social problems of
structural adjustment in heavy industry, Because of worldwide excess capacity,
the steel and shipbuilding industries have had to cut back their labour forces
dramatically since the mid-1970s, and these cutbacks have continued in the 1980s.
Attheend of 1982 the iron and steel industry emiployed 268,000 regular workers,
down by 100,000 from 1975, while the shipbuilding industry employed 156,000
regular workers, down from 233,000 in 1975, At the end of 1987 iron and steel
employed 223,000 regular workers and shipbuilding 89,000 ( ¥BLS, 1975, p. 15;
¥BLE, 1982, p. 19; ¥BLE, 1987, p. [3; the figures cited are for employees in
establishments with 30 or more workers), The labour shortages, combined with
the high level of general education of Tapanese blue-collar workers, have facil-
itated the reallocation of the displaced workers io new employments.

kloreaver, rather than, in the face of excess capacity. letting these "mature’
industries simply run down {which svould only ensure that another round of
employee cutbacks would have to come later), the Yapanese steel and shipbuilding
companies have conotinued their former policies of scrapping existing but
serviceable plant and equipment and making massive investroents in state -of-
the art technologies beensure that they will have long-run intemational competitive
advaniage {see McCraw and O’ Brien, 1986} As one report has puf it:

A few years ago the belching smokestacks [of Kimilsu works, Japan®s largest steel
plant] were a symbol of the kind of inefficient heavy industry that che [Japanese]
Government was committed to paring down in the face of heavy competition from
South Korea. But today, after hundceds of milkions of dellars of investment and a
prograim to retire or retrain excess worke s the Nippon Steel Corporation”s giant Kimitsu
Works has caught up with its lower-cost Korean competition, and 12,000 workers
keep Kimitsu running at closer to eapacity. {Vew York Times, | 1 April 1990, pp. A1, D7)

Ageventhis example of aso-called “mature’ industry shows, labour shorta ges
as well as Japan's relatively low cost of capital have encouraged investments in
shop-Tloor techrology that replace labour with machines. In 980 Japanese
industry already had instalied about 20,000 robois at a time when US industcy
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had only installed a few thowsand. By 1989 the number of robots in Fapan was
over 200,000 while the number in the United States was less than 40,000, Indeed,
in 198% the number of robots inscalled in Japanese indusicry was greater than the
entire stock of robots inthe United States in that year (Tanzer and Simon, 1990).

The low cost of capital, a factor that is often cited as the prime reason for
Japan's competitive success (see for example Iacocca, 1990} is not uncelated
to the labour shortages. Inexpensive finance as well as scarce labour are both
cause and effect of a cumulative process of economic growth. Capital has been
inexpensive in Japan because the financial system has been structured to make
financial resources available to industrial enterprises for economic development
(see Suzuki, 1980, Ballon and Tomita, 1988). Inexpensive finance makes ik easier
for indastrial enterprises to make long-run commitments o workers, while
Iabour shortages encourage firms to do so. These emiployment commitments
in turn help to ensure the cooperation of workers in developing and utilizing
the productive resources in which these enterprises have invested. The superior
development and utilization of productive rescurces io turn enable firms simul-
tanecusly o pay higher wages to workers, charge Lower prices 1o CORSUMESTS
{thus increasing the market shares of these firms), and reap higher profits as a
residual {see Lazonick, 1990, Appendix). The results of this cumulative process
of growth are increases in the supply of finance available to industry as well as
the demand for labour, not ooly in manufacturing industey itself but also (in
part because of the avgmented incomes of employees as consumers) in services.
These condikions of cheap capital and scarce, but still cooperative, labour in
turn encourage new rounds of investments in effort-saving technologicat change
which again open up the possibility for the generation of value gains that can
be shared among employers, workers, consumers and (even) sharcholdess.

In historical perspective, this dy namic process of economic growth is not utgue
to Japan. As [ have argoed elsewhere (Lazonick, 19903, on the basis of highly
integrated managerial structures but less cooperative employment relations with
blue-cotlar workers, such a cumulative process of value creation characterized
the rise of US industry to international dominance in the first half of this century.
Indeed, in the United States this dynamic process of economic gronwth was miost
evidentin the high fixed-cost consumer goods indastries sech as automobile and
electrical appliance manufacture — the very industrias in which, beginning in
the 1960s, leadership passed to Japan. The next section of this essay will explain
why Japanese indusiry came to possess the cooperative employment relations
that Thave thus far only described. Then section IV will outline how these coop-
erative employment relations have contributed to the superior productive
capabilities that Japanese industry brings to international competition.
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O EMPLOYMENT RELATIONS AND TECHNOLOGICAL
CHANGE

Effort-Saving Technology

Cooperative employment relations in Japan are both cause and effect of what
Icall ‘effort-saving” technological change — technological change that increases
the amount of output that can be produced from a given input of effort {zee
Lazonick, 1990, Appendix). Attempts to create value — high-guality praducts
at low unit cost— by increasing the supply of effort on a given technolegy are
liniked by the physical capabilities of workers or. aven before the limits of these
physical capabilities are reached, by their zefusal to work longer and harder.
Atternpts to create value by investing in effort-saving technologies can overcome
these physical and social limitations. An effort-saving technelogy permits the
same amount of effort to produce more output per unit of time than is possible
using the old technology, thus creating the possibility for making managers and
workers better off without necessarily requiring the expenditure of more effort
by weorkers.

The extent to which an investment i an effort-saving technclogy in fact creates
this “positive-sum’ sitnation depends on the costs of introducing the new
technology. Because investment in effort-saving technologies generally increases
the company's fixed costs, the value gains (if any) on the new technology
compared with the old technology are greater at high levels of effoct than at
low levels of effort. But, as long as the level of effort supplied hy workers before
the technological change is high enough to offset the higher fixed costs of the
new technology once it has been put in place, then the effort-saving impact of
the technological change can increase the amount of surplus value and workers'
wages without requiring workers to supply more effort than before.

Mainsiream economic theary has a limited understanding of the interaction
of employment reiations and technological change in the process of economic
growth, In neoclassical sconomic theory, the choice of process technology is simply
a managerial responss to relative factor prices. The elasticity of substitution of
labour for capital determines shares of capital and labour in the value of the ouiput
produced. A neoclassical economist might allow that, by raising wages and
hence by altering relative factor process, emiployment relations —specifically,
the codlective bargaining power of 1abour— can affect the choice af technology.
Butneocclassical theory has viewed the productivily of any particirlar technology
{a particutar combination of capital and labour inputs) as exogenous to the firm
and hence as independent of the struciure of employment within the firm.

Such a view ignores the role of employment relations in determining pro-
ductivity. As efficiency-wage theorists have recognized, a critical dimension
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of the employment relation is nok only the level of wages but also the leve! of
etfort supplied by workers (see Akerlofand Yellen, 1986; Katz, 1986). Indeed,
a central assumption of efficiency-wage theoty is that, because of the nature of
firm-specific employment relations (in particular, the tendency of workers to
*shirk’ in the absence of positive wage incentives), high wages are offset by
high tevels of effort in the determination of unit labour costs. But efficiency-
wage theory has not developed the implications of its focus on the ‘effort
bargain’ for the firm's choice of technology among readify available alterna-
tives or for the firm*s decision to invest in the development of new technologies,
incheding the in-house development of workers' skills. Efficiency-wage theory
does not analyse the possibility that, through its effort-saving impact, gechno-
logical change can make it possible for the incones of both capitalists and workers
to increase without workers necessarily supplying higher levels of efforl.

Marxian economic theory (at least as put forth by Marx himself) recognizes
that technological change is poterrinlly effort-saving — it can permit workers
1o supply less effort to the production process without reducing labour productivity.
The orthodox Marxist view is, however, that, alomgside its effort-saving
character, technology is also skilf-dispfacing — it deskills shop-floor workers.
Indeed., a basic tenet of Marxian theory is thal, by deskilling shep-floor workers,
technological change increases the power of capitalists to extract mors effort
from waorkers for less pay, and that indeed, in terms of employment relations,
deskilling of shop-floor labour and the extraction of unremueerated effort are
characteristic features of suceessful capitalist development (see Marx, 1977, ch.
L5; Braverman, 1974),

These Marxian conclusions distort the historical experience of successful
capitatist development. Atany point in time, there are groups of workers in even
the most successful capitalist economies who are subject to persistent explotta-
tion - they are compelled by the force of the circumstances under which they
sedl their labour-power Lo provide high levels of effort for low levels of pay.
The tendency toward exploitation increases, moreover, when firms, industries,
and mational economies that have been successful in the past enter inte periods
of relative decline. But when a capitalist economy is ascendant, the long-run
tenndency has been for workers to share in the benefits of effort-saving techno-
logical change, Indeed, workers” expectations of such benefits have resatied in
their cooperation in the development and utilization of the new technologies
that are the foundations of long-term economic growsh (see Lazonick, 1990,
chs, 610,

Shop-Floor Skills and Industrial Leadership

With cross-national shifts in internati onal industrial leadership, the shop-floor
characteristics of this dynamic interaction of employment relations and tech-
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nolegical change have been transformed dramaticaliy. When, in the Jast half
of the nineteenth century, UK industry held a dominant position in the inter-
national economy, capitalist employers remained heavily dependent on
experienced shop-floor workers to keep imperfect machinery in motion, ko
coordinate the flow of work through the production process, and to train the
nexi generation of worleers, Employers also paid these experienced workers
relatively high and stable wages to ensure that these workers would supply high
levels of effort.

Tie prime reason for the persistence of craft contrel in UK industry well into
the twentieth century, when the UK was no longer the "workshop of the world’,
was that capitalist employers had relied so heavily on the skifls and efforis of
shop-Aoor workers throughout the nineteenth century when UK industry was
predominant. In the process, capitalists had not developed the managerial
structures and related employment relations thak, as the cases of the United States
and Japan, among others, woukd s how, were t0 become increasingty critical to
the development and wtilization of effort-saving technology in the twentieth
century {Lazonick, 1990, ch. &),

In the first hal f of the twentieth century, when US industry rose to a position
of international dominamce, employers did design process technologies 1o
reduce their reliance on shop-foor skills. To develop and utilize these new tech-
nelogies, however, employers had to make substantiaf investments in the skills
of managerial employees. many of whom were skilled workers elewated from
their prior shop-floor positions, At the same time, the very sxtent of the fixed
costs incurred by these investments in both machines and managers made it
tmperative for emmployers o pay their shop-floor workers relatively high and
stable wages to ensure the high levels of shop-floor effort required to get the
volume of production per unit of time that could drive down not only unit labour
costs but also unit capital costs (Lazonick, 1990, chs. 75,

Hence, in the context of successful capitalist development in the United
States, the Marx ian notien of the deskilling of shop-floor wworkers is relevant,
bt only when it is recogmnized that this deskilling could only be accomplished
by creating a hierarchy of highly skilled employees within the managerial
structure. Moreover, the high fixed costs of the deskilling strafegy gave machine
aperatives (generally classified as ‘semi-skilled™) considerable power to inflict
damage on their employers, and hence made it imperative for employers to try
to win the ‘good will’ of these workers through the offer of higher pay, more
employment stakility, and better work conditions. Despite the deskilling of shop-
floor labour and virtual absence of collective bargaining in the oligopolistic
industries, during the 19205 blue-collar workers wers still able to reap some of
the benefits of effort-saving technological change (Lazonick, 1990, ch. 7).

In terros of the skill content of shop-floor work, the Japanese case of successful
capitaiist development over the past four decades conirasts sharpiy with both
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the UK model of the nineteenth century and the American model of the first
half of the twentieth century. Whereas UK employers simply feft skilfls on the
shop floor and American employers sought to fake skifls off the shop floor,
Japanese employers have puf skills on the shop floor by investing in the devel-
opment of the capabilities of their shop-floor workers.

It might appear at first sight that the Japanese model stands in sharper contrast
to the American than to the UK model becanse in bath the UK and Japanese
cases skills remained in the possession of workers on the shop floor. But seen
from the perspective of ghe development of the skills of =i employees — both
those who cceupy “white-collar® positions in the managerial strrcture and those
who do “blue-collar’ work on the shop floor — the Tapanese medel is much more
an extension of the US model than the UK model. For what the Japanese have
dene is to extend the organization-specific investments in human reseurces, which
have long beem critical to the success of US managerial structures, to male shop-
floor workers as well as o managerial men. In the UK case, in contrast, until
quite recently even larger companies rmada little in the way of organi zation-specific
investrments in human resources, whether at the managerial or shop-floor [evel.

What remains to be explained, therefore, is why employers in Japanese
industry have been willing to develop the cognitive capabilities of their shop-
floor workers, whereas US industrial employers have, since the Bate nineteenth
century, been obsessed with 1aking skills off the shop floor. After answering
this question, I shall then be able to explain how the development of the skiils
of blue-collar sworkers has enabied Japanese employers to take the fead in the
introduction of effort-saving technology in the last half of the twentieth century,
For these investments in workers® skills and effort-saving technology have
heen central to the cooperative employment relations that are both cause and
effect of Japan's econonuic success.

IV THE EVOLUTION OF JAPANESE EMPLOYMENT
RELATIONS

Pre-Second World War Origins

Why have Japanese managers been willing 10 develop the skills of their shop-
floor workers? In many respects, Lthe evolution of organizational stmcture in
dominant Japanese indus trial enterprises from the late nineteenth century into
the 1930s resernbles what Alfred Chandler {1977) has called the ‘managerial
revolution’ in American business. As successful enterprises expanded the scale
and scope of their activities, there was an incre ased separation of asset ownership
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from manageriat control and the replacement of owner-entreprensurs by pro-
fessional managers promoted from the ranks, Just as the first two decades of
the twentieth century saw a radical transformation of the US system of higher
education to serve the technical and organizational requirements of big business,
so 0o inJapan the Jarger firms in industries such as textiles, shipbuilding, machine
making, electrical manufacture and oil refining were recruiting large numbers
of college graduates by offering them careers within their organizations. During
the 1920s in both the United States and Japan dominant industrial enterprises
established systematic internal career structures for the purpose of developing
managerial skills and forming the next generation of top executives {compare
Daito, 1986 and Lazonick, 1986; see also Hirschmeier and Yui, 1981, pp-
205—7; Yonekawa, 1984; Morikawa, 19397

As the managerial hierarchies evolved during the interwar period, foremen
became the lowest-ranking salaried employees, As in the United States, in
Japan foremen tended o be promoted from the shop floor, and occupied the
highest position to which blue-collar workers could nonmally aspive (Daite, 1986,
p- 174; Koike, 1988, ch. 4). In both countries, male blue-collar employees of
dominant firms had by the 1920s received implicit promises of employment
secutity that were broken in periods of depressed trade. In both countries,
through the interwar decades, shop-floor workers faifed to get forral employ ment
security, and the organized labour movements, although often militant, remained
weak (Gordon, 1983, Pacts Iland I, Garen, 1987; Levine, 1958, ch. 3; Evans,
1970; Okayama, 1983).

In the late nineteenth century, Fapan, like the United States, had skilled
workers, often employed as internal subcontractors, who exercised consider-
able control over hiring, firing, and the organization of work on the shop floor.
But there was one critical difference betvwieen US and JTapanese shop-floor
relations in this era. Japan's skilled workers did not form collective organiza-
tions that succeeded in exercising craft contro] on the shop floor. In the United
Siates, the American Federation of Labour {AFL) was formed in 18536 1o
increase the bargaining power of craft workers as industrial enterprises themselbves
expanded in size and became more powerful, and as the combination of mech-
anization and the influx of immigrant labour threatened the craft workers® jobs.
A victory such as that of the Amalgamated Assoctation of Iron and Steel
Workers over Carnegic Steel in 1889 revealed the considerable power that an
AFL union could wield. Then again, the stunning and irreparable defeak that
the wery same union suffered at Carnegie Steel’s Homestead works in 1892
showed how a powerful mass producer could ultimately get the upper hand.

The struggle over the °right to manage” that US corperate management took
up when it con fronted the craft unions and created the non-union era profoundly
influenced the evolution of US labour-management relations during the first
half of the twenatieth century and bevond (see Lazonick, 1990, chs 7 and 8). First,
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the “Japanese employment system”, and in particular the promise of employment
security and pay increases based an seniority (Gordon, 1985, Part ITh. Again,
on the surface, these attempts to redfuce labour maobility were not very different
from the employment strategies pursued by the most progressive US mass
producers in the 1910s and 1920s. But because Japanese emplovers were not
engaged in a battle to obliterate craft control and, whart is the ofher side of the
same relationship, because they were willing to develop the skills of their shop-
floor werkers in whalever manner could best serve the needs of production, they
tied pay increases direcify to length of service with the company as well as liffe-
cycle needs and individual merit. Japanese management did not insist, as was
the case in the United States both during and after the non-union era, on payving
for the job rather than for the worker.

Developments after the Second YWorld War

Andrew Gordon (1983, p. 3500 has argued that, in the aftermath of the Second
World War, with the aid of pro-union legizlation promoted by the Supreme
Commander of the Allied Powers {SCAPY, ‘Tapanese workers very nearly
established a labour version of the Fapanese employment system: guaranteed
Jjob security, an explicitly need-based seniori L% wage, and a significant labour
voice In the management of factory affairs.’ The most radical shop-floor action
of the new unions was not te contro] the allocation and demarcation of jobs as
was the case with both the AFL and CIO unions in the Hnited States, but 1o
exercise 'production control'; the taking over of idle faciories by the workers
so that they could be put into operation, crears value, and enable workers to
earn & living (Gordon, 1985, p. 343; see also Moore, 1983). As far as workers
were concerned, it was management that was gailty of the “restriction of output®
that was keeping them unemployed.

Through SCAP containment of the union movement, including a Red Purge
of 12,000 unjonists (that mimicked the ouster of 200,000 alleped communists
from the American CIQ in [949) and the promotion by the companies of
enterprise unions that organized blue-coliar workers with white-coliar workers,
the *labour version' of the Fapanese employment system was defeated (Gordon,
1985, ch. 10; Cusumano, 1985, ch. 3; Halberstam, 1985, Part III}, Japanese
management moved forward under the slogan ‘recovery of management
authority’, Yet, unlike the ‘right to manage’ movement im the United States in
the 19405 (see Harris, 1982), the imporiance of creating a structure of labour
relations that permitted the skills of the Japanese worker 1o be developed and
utilized was never an issue,

Indeed, by forcing reluctant Japanese management [0 TeCOgnize enterprise
unicns as an alternative to independent industrial uniens, Japanese workers helped
to create a system that would ensure them a share in the value gains of the
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eneerprisss for which they worked. As we have seen, only 25 to 30 per cent of
the Japanese Iabour ferce have permanent employment. But virtually ali the male
employees of the dominant mass producers — the companies primarily respon-
sible for Japan's penetration of world markets — have this status, Since rhe late
1950s the: enterprise unions that represent these workers in bargaining with their
particular employers have been able to captare shares of the value gains thae,
by adjuesting variations in the companies’ economic performances, reflect the
abilities of their companies to pay, The union may take up any particuiar
worker’s grievances concerning promodiion and tcansfer. But the bargaining
process that resolves these grievances has not imposed the rigid work rales and
jobclassifications that became characteristic of unioni zed workplaces in the United
States. Hence, in contrast to their US counterparts, Japanese employers do not
face worker-imposed barriers to the development of workers® skills by means
of job rotation and the relraining of workers to meet the labour requirements
of technological change.

Although disciplined by the presence of the enterprise union {as well as evolving
labour law — Gould, 1984} to keep their promises of employment se curity,
Japanese management remains both willing and able o place skills and authority
with workers on the shop floor (Koike, 1988, ch. 4; Aoki, 1988, ch. 2). With
the cooperation of the enterprise union and the collective skills ofits shop-floor
labour, Japanese management has also been both willing and able to remain in
the forefront of changes in process technology.

V¥V ORGANIZATION AND TECHNOLOGY ON THE
JAPANESE SHOP FLOOR

Daring the 1980s the search for new siuctures of coe perative industrial relations
took on fresh urgency in the United States as formerly dominant mass producers
realized that they were rapidly, and perhaps ireversibly, losing their market shares
to foreign competitors, and in particular to the Japanese. At the begioning of
the 1980s — after a decade in which the Japanese share of the US automobile
market had incrensed from 4.2 per cent (less than kalf the European share) to
21.8 per cent {well ower five times the European share — Alishuler et al., 1986,
p. 24), prominent US government and corporate of ficials still took the position
that lower wages accounted For Japansse competitive advantage (see the
discussion in Abernathy et al.. 1983, pp. 58—, Remuneration Lo Japanese
automaobile workers at the beginning of the 1980s was on the order of only half
that paid to their UFS counterpacts (see Abernathy et al., 1953, p. 60; Cole and
Wakushiji, 1984, pp. 124-6).
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Closer scrutiny revealed, however, that Japanese competitive advantage was
driven by more than lower wages. Productivity estimates showed the Japanese
advantage in terms of small cars produced per unit of labour to be anywhere
from 1.2:1 t0 2.4:1, According to the Abernathy, Clark, and Kantrow estimates
(rounded off for ease of exposition), the total Japanese labour-cost advantage
was about $670 in purchased componrents and materials (which constituted about
55 per cent of fhe tatal unit costs in the US and about 57 per eentin Japan), and
another $340 in other manufacturing costs, That is, lower wages represented
only about 30 per cent of Japan®s unit manufacturing cost advantages. Of the
%2110 in higher unit manu facturing costs, US companies recouped about $310
because of lower shipping, sales and administration costs (Abemathy etal., 1983,
p. 61; Cole and Yakushiji, 1984, pp. 124-6). But the salient point is that,
whatever the wage advantages of the Japanese automobile producerss, they
were clearly superior to their US competitors in the creation of value on the
shop floor.

The argument that Japan's prime competitive advantage was lower wages
justified the adaptive (as distinct from innovative) response of US producers
to the competitive challenge by refocating in areas where they would have access
to cheaper, non-union labour. But, as the Fapanese continued to make inroads
into the US market, despite “voluntary export restraints’ that began in 1931 —
and as more and more ohservers from U.S. industry and academia trooped over
to Japan to see just what the ‘miracle’ was all about — Americans began to
recognize Japanese manufzcturing superiority, not only in automaobiles, but also
in consumer electronics, electrical machinery, semiconductors and steel. It
hecame ciear, moreaver, that Japanese walue-creating capabilities derived not
oaly from the possession of superior product design and process technelogy,
but also, and perhaps even more fundamentally, from the ways in which
dominant Tapanese manufacturing enterprises organized their productive
activities and, in particular, developed and utilized skills on the shop floor.

Wisitors to Japanese factories observed, and began to write abour, Japan's
use of just-in-time inventory systems (JIT?, shop-flaor quality control (QC), and
flexible manufacturing systems (FMS). In these workplaces, the creation of vatue
requires that shop-floor workers not only have more and better skills than has
been raditional in the United States bat zlso that they have degrees of authority

and responsibility to plan and coordinate the flow of swerk that, since the late
nincteenth century, have been denied 1o most US workers. Japanese shop-floor
workers have responsibility, and the necessary skills, For ensuring the quality
as well as the quantity of the manafactured goods that they produce (see
Cusumano, 1985; Jacobson and Hillkirk, 1986, ch. 7, see also Ohno, 1982},
Flexible manufacturing systems permit frequent variations in the character-
istics of products manufactured in a given workplace. In contrast to the traditional
mode of transferming high fixed costs into low unit costs by manufacturing large
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volumes of a standardized product, with FvIS high levels of capacity utiliza-
tion, and hence economies af “scope’, can be achieved by serving various
stnaller segments of a product market during a given time period. Critical to
the success of FMS are rapid set-up times in changing equipment from one
relatively short production run to the next. In Japan, the term “single sek-up'
mieans making the necessary changes in under ten minutes. In other countries
these set-ups take several hours (Cusumano, 1985, pp. 285-T}. Dramatically
reduced set-up times have been achieved in Japan in part through mechaniza-
tion, but also by training workers to coordinate the set-up process, including
the performance of preparatory tasks while machines are still producing the
previous job lot.

The success of FMS requives thal workers possess the skills necessary to
coordinate the changes and that they supply their effort to set up the new mn
as quickly as possible. The history of Toyota indicates that in Japan flexible
mass production originated before the advent of numerically contrelled machine
tools, computers, and other high-technology compenents of modern FBS. The
prior development of shop-floor skills and the delegation of authority to workers
created the human-resource hasis for the introduction of flexible technologies,
wehich in turn have enabled Japanese manufacturing companies to transform the
high fixed costs of these investments in FS into low unit costs.

The maore skill that workers possess and the more effort that they supply, the
greater the reduction in unit costs as the Fixed costs of plant and equipment are
spread over the output produced for a variety of market segrmeents. In effect, such
‘Flexthle mass prodection” low ers unit costs by means of “shop-floor economies
of scope’ {for the importance and meaning of economies of scope, see Chamdler,
1990, ch. 1; Lazonick, 1991, ch. 3). The use of just-in-time inventory systems
is particularly cost-effective in flexible mass production. With input require-
ments changing from one product run to the next, long runs of ‘product-specific’
intermediate inputs cannot be transformed into final output as quickly, and hence
the use of JIT avoids the stockpiling of many ditferent tvpes of supplies.

JIT originated at Toyota in 1948 not only as a cost-cutling measure but also
because, facing a total market demand for all types of transportation vehicles
that was a tiny fraction of the US marker (one and a half day’s production in
19500, a large wariety of small runs was required to spread out fixed costs
(Cusumane, 1985, pp. 265-0}. Developed at Toyota in the 1950s and 1960s and
then diffused to other Japanese mass producers in the 1970s and 19805, JIT
requires workers to coordinate the flow of work acress vertically related
aclivities, using the kanban system of worker-generated orders and withdrawals
to ‘pull’ the necessary intermediate products where and when they are needed.

By relying on blue-coliar workers to coordinate and implement JIT,
management has left considerable inittative and decision-making power on the
shop floor. The failure to order and deliver inventories ‘just in time" can bring
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the whole set of downstream activities to a halt. As practised in Japan, the success
of JIT assumes that management can rely on workers to cooperate in supplying
effort to facilitate the stnooth and speedy flow of work, In addition, the success
of IIT requires that Japanese shop-floor workers possess broad-based skills,
developed through systematic job rotation, that enable them to participate in
the prevention of machine breakdowns, the minimization of downtime, and the
repair o f defective work-in-progress whenever and wherever they are needed.
Fapanese workecs involved in JIT also have the authority (o stop the flow of
work if and when bottlenecks cceur {Cusumano, 1985, pp. 276, 3057, 327-8.

Japanese management would not, therefore, be able to make use of TIT if it
did not trust workers® abilities to make the right decisions or if it thought that
waorkers would use their positions of shop-floor contro! to delay the flow of work
for the sake of on-the-job leisure. In his account of the dewelopment of T at
Toyota in the 1950s, Cusumano (1985, p. 265 related how the “workers checked
for mistakes as they took the pares they needed, eliminating large numbers of
inspectors, and corrected defectives in process, eliminating large rework or
reject pales’.

En comtrast, employment relations on the US model have not permitted shop-
floor partGeipation in ensuring the quantity and quality of work. Struggling as
they were with unionized workers over the ‘right to manage” in the decades after
the Second World War, US management had itile reasor to belisve that, if the
necessary skill and authority were vested in shop-floor workers, the rejects
would not pile up. Given the history of labour—management confiict in US
manufactoring, US managers had good reason to believe Ehat workers would
make use of such control to restrict output, and thereby decrease the amount of
cffort that they had ie expend to earn a given wage (see Lazonick, 1990, chs
7). In any case, the detailed internal job structares and promotion policies that
had become basic o plant-level collective bargatning in the United States by
the 1%50s made it impossible for workers to develop the broad-based skills
necessary o contribute to JIT,

At the same time, however, the experience of Japanese ransplants abroad
suggests that, given the appropriate employment environment, maay of the basic
featares of the Japanese model of employment relations can be adopted with
success outside Japan (for Japanese transplants in the United States, see Fucini
and Fucini, 1990; Florida and Eenney, 1921; in the UK, see Hiver and
Wilkinson, 988), The appropriate employment environment is one in which,
first and foremost, a company is able and willing to make realistic promises to
its shop-floor employees that they are permanent members of the organization.
To provide such realistic promises, the company must already be dominant in
its indus iry and must bave demonstrated that it has been willing and able te make
the commitment of permanent employment to its shop-floor employees in the
past. In the ACCs of the West, there are many companies that bave sufficient
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market dominance to make permanent employment a realistic possibiliey for
shop-floor workers, Indeed, as an essential element of their rise o dominance,
these companies have invariably offered something akin to permanent
employment to their managerial employees. But, especially in the UK and the
United States, these long-ternm commitments have generally not veen extended
to ‘hourly-rated’ workers en the shop floor. Once entrenched, such a legacy of
exclusion is difficult to overcome. Shop-floor workers are suspicicws of the
promises of management and hence are prone to use whatever power they have
o reduce the amount of effort they expend for a given wage. In tum, management
is reluctant to make significant investments in the skills of workers for fear that
the pessession of such capabilities will increase the povwer of workers (o control
the relation between effort and pay.

Enhanced capahilities by shop-floor workers are critical for the successful
use of not anly AT but also QC. When defective inputs appear using JIT,
throughput cannot be maintained by drawing replacements from a buffer stock;
there is none. But the very involvement of shop-floor workers in the coordi-
nation of JIT puts them in the pesition to engage in quality control. They can
inspect work-in-progress while they coordinate the flow of work. Quality
control can e made a line rather than a staff function. As operated in Japan,
QC does not require a large quality-comntrol bureaucracy within the managerial
structure ([Cusumans, 1985, pp. 265, 203, 328, sce also Hayashi, 1983 For QC
o occur on the shop floor requires, hoswever, that workers have the skilis o
determine when an intermediate product is defective. The Iapanese have
developed relatively simple statistical contrel techniques that can be used and
applied by shop-floor workers in contrast 10 the much more complicated
rechniques generally used in the United States that can only be understood amnd
applied by highly trained engineers {Cusumano, 1985, pp. 320-21). In 1962
Japanese mass producers began to establish QC circles — groups of workers
meeting together to discuss quality control prohlems — to promodte, in Michael
Cusumance's words, ‘the shift of QC and inspection responsibilities to the shap
floor and the improvement of company methods for personnel administration
and wocker training' (Cusumane 1985, p. 333).

The basic QC concepts originated in the Uniled Stales, dating back some sixty
years to a book written by a Bell Laboratories engineer, W. A, Shewhart {1931 ).
In the 19505, a small numberof Americans, most notably Armand V. Feigenbaum,
W, Edwards Deming, and I.%. Juran, brought the QC concepis to Japan. In 15956
Feigenbaum wrote in a Harvard Business Review article eatitled *Total Quralicy
Control' that 'in organizing a modern quality contro| function the first principle
to recognize is that quality control is everybody's job'. From his perspective
as head of quality control at General Electric, Feigenbaum went on to say:
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The simnple fact of the muatter is that the marketing man iis in the best position to evaluate
adequately custemer's quality prefersnces; the design englneer is the only man who
can effectively establish specification gquality Fevels; the shop supervisor is the
individucl wheo can best concenirate on the butlding of quality [my emphasis]. Total
quatlity control programs therefore require as a first step, top management’s re-
emphasis on the responsibilicy and accountability of all [his emphasis] company
ernployees in new design control, incoening material control, product coetrol, and special
process studies. {Feigenbaum, 1956, . 98; see also Cusumano, 1985, pp. 324-5)

For Feigenbaum, as for most other managers of U'S mass-praduction enter—
prises in the decades after the Second World War, ‘all company employees®
did ot include shop-floor workers. Whatever the se niority rights that the unions
had foisted on management, US managers did not consider hourly-rated shop-
floor workers to be members of the corporation. Hence for purposes of making
*quality control everybody's job' (as well as for wirtually all other activities
requiring the integration of conception and execution), ‘everybody’ went no further
down the organizational hierarchy than the first-line supervisor — that is, those
employees who were part of the managerial structare. As in the case of JIT, so
too with QC: US management was not about to grant workers skills and authority
that they might use to exercise contrel over the flow of work,

In 1981 Kaoru Ishikawa, a leader of the QC movement in Tapan, explained
why firms in his country had been successiul in introducing QC on the shop
fleor whereas US firms had made QC a managerial function. As described by
Cusamano, every reason that Ishikawa gave pointed to an organizational seg-
mentation between management and the blue-collar workforce in the United
States that did not exist in Japan.

Most importane, hebelieved, was Japan s weak tradition of specialization in industry,
Tapanese companies newer felt combartable with the Tayler system of crealing arigid
setof rubes for job routines to distinguisk responsibilities among workers and belween
labor and management. Fhe absence in Japan, after the mid-1950s, of powerful
industrialunions, which enforced job classifications in the United States, also allowed
managers to rotate employees freely and to assign ehem muliiple tasks. Furthermare,
the *vertical' character of personal relationships in Japanese society, reproduced in
companies, made it seem natural for menagers (o make QT primarily a *line” cather
than a ‘staff” function, and w extend the responsibility to maintain quality to the factory
level while reducing the roles of staff specialists. (Cusumarto, 19353

Ishikawa went on toadd that Japan”s superior educational system made it possible
Lo teach statistical controf methods to wworkers, and that the practice of lifetime
employment gave the firm an interest in investing in the worker, while secure
employment and the Japanese seniority-based pay system made it easier for the
worker to identify with the goals of the enterprise {Cusumano, 1983, p. 331).

In sum, like FMS and JET, QC as applied in JTapan requires that shop-floor
workers possess a high degree of skill and puts themn in pesitions of consider-
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able auwthority and responsibility to coordinate the flow of work. Why hawve
Japanese manufacturers been more successful in developing and utilizing these
work imnovations than their American competitors ? It may well be that Yapanase
workers have different “utility functions' than thetr American counterparts, amnd
hence are willing to supply more effort for a given amount of pay, even theugh
their skill endowments and their related responsibilities in the production
process provide them with more power than workers in the US to control the
pace of work. If so, I would argue that these effort-pay preferences are not simply
or even primarily the products of a distinctive Japanese culture but have been
greatly influenced by the social relations of the workplace that have evolved
in Japan over the past century. The history of particular employment environ-
ments matters because the eveolution of social relations of production plays a
rols in shaping the behaviour — or culture — that workers manifest at a poiat in
time. In tarn, the existence of a culture that has evelved on the basis of a
particular employment envirenment makes it difficult, if not impossible, to alier
the social relations of production that have characterized the past — even when
what worked in the past is no longer suitable for creating value in the present
{see Lazonick, 1990, chs 6-10, and 1991, chs 1-3).

In participating in the value-creation process, Japanese workers are involved
in structures of social relations that provide them with incentives to cooperate
in achievi ng high rates of throughput without sacrificing quality {see Aoki, 1988}
Itis indeed the expectation of such cooperation that gives Japanese managemant
the incentive (o invest in both human skills and effort-saving machines as well
as to delegate considerable authority and responsibility for the coordination of
waork to employees on the shop floor,

As 1 have already argued, since the late nineteenth century, the managers of
US companies engaged in mass production have been concerned with taking
skills and authority off the shop floor to deprive workers of the power to conirol
the pace of work, It would require & dramatic restructuring of iabour relations
in the U3 to give US managers the confidence that shop-floor workers would
use their skills and authority inherent in Japanese practices io angment the
managerial surplus rather than restrict output.

Shop-floot skills and worker attitudes required o create value using flexible
mass prodiuction do not appear just because a company has invested in flexible
machine technologics {see Shaiken et al,, 1984; see also Shaiken, 19843, US
companies that invest in FMS do not take advantage of the potential comple-
mentarity between programumable technology and shop-floor skills, On the
contrary, managetient tries to use the new technologies in ways that increase
its control over the flow of work {see Noble, 1979 and 1984}, The transforma-
tion of labour—management relations so that shop-floor workers have an inferest
in using their skills to enhance productivity rather than restrict output
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constitutes a precondition for the effective utilization of these iechnologies in
today’s international competition.

Y1 COOPERATION AND ECONOMIC GROWTH

The rise of Fapanese industry to international dominance has rend ered cbsolete
the structure of shop-floor employment relations that chearacterized US industry
during its era of hegemony. Unlike Japanese enterprises {although with a few
exceptions already noted), US industrial enterprises had never made long-term
employment camreiterets (as distinct from implicit promises) to their shop-
floor workers, Inherent io the insistence by US managers of their ‘right o
manage’ the shop floor was the ideology that, at any timme and for any job, any
individual shop-floor worker was dispensable — paid by the “hour® for the job
at hand and no more. In terms of workers® skills, this managerial ideclogy could
claim some relevance. Intent on taking skills off the shop floor where workers
might use them to contre] the pace of work, US managerial enterprises had not
made significant investonents in the skills of shop-floor workers, thus making
it unnecessary for management to look on any particular shop-floor worker as
one of the company’s valued assefs. Butin terms of workers’ gfforis, managerial
ideclogy was much less well founded. I'n practice, to gain the cooperation of
shop-floor workers in maintaining the rapid and steady flow of work s0 essential
Lo achieving low unil costs, management had to offer them a measure of
employment security and a share {however indirect} in the prosperity of the
enterprise {see Lazonick, 19900,

Before the Great Depression, some af the more farsighted industrial managers
had systematized their personnel policies to provide hard-working shop-floor
workers with realistic promises of economic security. When, during the Great
Depression, the promises were not kept, workers took the matter of economic
security imte their own hands. Once the major induostrial corporations had
recognized the new mass-production unions, it was not manragerial personnel
policy but workers™ own collective organizabions, emphasizing as they did
seniarity rights, that wonld provide workers with the employment security and
economic gains critical for eliciting their cooperation in the workplace. In
effect, managers of most of the great US indusirial corporations came to rcly
on independent union organizations 1o ensure the long-term relation between
these workers and the company.

This institutional arangement remained viable as long as the US industrial
corporations continued bo dominate their markets. But when, in the 1960s and
1970s, the corperations stumbled in the face of international competition, and
sought to rofl back the barpaining gains that workers had made over the previous
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decades, the adversarial character of US Iabour—management relations broke
through the corporate veneer. ITn indusiries such as stee! and antomobiles that
were dominated by adaptive (as distinct from innovative) oligopolists, the costs
of the accord with labour that had been struck in the 19405 began o outstrip
productivity gains. As long as there were no serious foreign competitors and
no significant domestic price competition, US corporations were able to pass
off higher labour costs to consumers in the form of higher prices. By the late
19605, however, the limits of the adaptive strategy had bean reached. With
powerful international competitors on the scene, domestic inflation only served
to erode UIS international compeltitive advantage.

The US competitiveness problem was not only higher wages but also lagging
productivity growth. High wages, tight labour markets, and the availability of
unemployment benefits —nol to mention the restiveness of younger blue-collar
workers, both black and white, in the wake of the civil rights and antiwar
movements — had weakened managertal contrel over shop-floor workers,
Alienated in any case by the routime nature of rheir work and without any
formal power to influence the nature of the work eovironment, blue-collar
workers sought to control their expenditure of effort by unauthorized work
stoppages, work 1o rule and absenteeism, ali of which had adverse conse-
quences for productivizy.

In the 15705 many observers of US indusiry podnted to the alienated shop-
floor worker, confined 1o routine and repetitive tasks requiring litde skill
development, as an explanation of the slowdown in the growih of labour pro-
ductivity in US maoufactering that had begun in the mid-1960s. In many planes
arcund the country, companies initiated experiments in job enlarzement and job
enrichment to try to enhance “the quality of work life’ (as it was called) in order
to elicit more effort from workers. Although the initial impacts of these
programmes wers gensrally positive, many of the experiments in the early
15705 were cut short when the workers whose jobs had been enriched and enlarged
began guestioning traditional managerial prerogatives, In the long run, atiempts
such as these at piecemeal ransformation of the organizational structure may
well have reduced rather than enhanced organizational capability by creating
expeciations for more meaningful work which in the end were not fulfilled
(Marglin, 1979; Walton, 19850,

As stated earlier, in the 1980s Fapanese success in taking market share away
from once-dominant US mass producers made it chear that the prime source of
Tapancse competitive advantage was not low wages {as many Americans had
chosen to believe in the 1970s) but superior organizational capabilitics, As a
result, many US industrial managers also came to recognize that the major
difierence between the internal organization of 1S and JTapanese enterprises was.
the extenl ko which Japaness managers developed skills on the shop floor and
delegated authority to blue-cottar worckers to use those skills to ensure a rapid
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flow of high-quality work. As a resule of the Japanese challenge, US industrial
managers began to realize that enhancing ‘the guality of work life’ was not just
a means of eliciting effort from workers {as had been the case in the failed exper-
iments of the 1970:); rather industrial managers came to recognize that upgrading
the skills of the shop-floor labour force was an end in itself because it augmented
the human resource assets that the company ‘possessed’. To maintain the rapid
flow of high-guality work using new antomated manuefazchuring technologies
requires shop-floor workers with the cognitive capabilities to ensure that the
machines work properly with 2 minimum of downtime. US mass-production
industries coutd no longer compete using workers whose own mechanical
motions merely complemented those of the machine, as had previcusly been
the ease, The sffective use of the new technologies requires shop-floor workers
who can ensure the guality, as well as the quantity, of work,

As a precendition for technology-specific training for workers under the
auspices of the employing enterprise itself, the large-scale adoption of new
‘flexible® technologies requlres a supply of more highly educated shop-floor
warkers than US industry has used or has had awailable in the past. To generate
alarge supply of workers capable of acquiring the requisite training both within
and outside the manoFacturing enterprise, institutional rigidities in the US edu-
cational system musg be confronted. When, in the early twentieth century,
vocational schooling entered US secondary education to track youths away from
college and into the blue-collar lakour force, the resuilant segmentation of the
labour Torce was consistent with the secial division of labour between managers
and workers in the waorld of work {see Bowles and Gintis, 1976), Butin recent
decades the same eduecational system has lost touch with the changing human-
resource needs of an industrial era in which the potential for automation has
created a new role for shop-floor workers in monitoring the quality, as well as
ensuring the gquantity, of work.

What is now needed is an educational system thar rejects the conception of
the worker as a mere appendage of the machine, and prepares future weorkers
for active involvernentin speeding the flow of work while maintaining s quality
in the 'flexible” factory. There is mo point, however, in bailding new organiz-
ational scructures and educational systems if those who run the largest industrial
corporati ons eschew innovative investment strate gies that can make use of skilled
workers who are encouraged o exercise initiative on the shop floor. Yet
prevailin g organizational structures may be inhibiting the adoption of innovative
investment strategies. Existing organizational structures within the US manu-
facturing enterprises reflect a century-long managerial obsession with taking
skills off the shop floor. It would appear that even as we enter the 1990s many
if not most US managers are refuctant to develop skills on the shop floor for
fear of losing control over the flow of work to an adversarial labour force.
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There is no doubt that the dramatic rise of Japanese industry has rendered
ogbsolete the sharp gulf between shop-floor workers and management that char-
acterized leading capitalist competiters in the past (for the transformation of
ernployment relations in different national coniexts, see Boyer, Chapter 1, this
volume}. During the twentieth century, the organization of industry in the most
successful capitalist economy has become increasingly collective, requiring
planned coordination and cooperative relations among individuals, enterprises
arut states involved in the development and utilization of productive resources
{see Lazonick, 1991). More than any other capitalisk economy in history, the
fapanese have elaborated the model of collective capitalism, in large part by
constructing cooperative employment relations that include workers on the
shop floor. Japanase employers have invested in shop-fleor preductive capa-
bilities, including the skills of shop-floor workers. In turn, Japanese shop-flcor
workers have provided the high levels of effort that are required to transform
these investme nts into high-quality products at low unit costs. As a result, both
employers and employees have reaped the material benefits of capitalist
economic growth.

Once the dynamic betwesn cooperation and growth has been set in motion,
success has bred success. Cooperative ernployment relations have contributed
to the growth of the Japanese economy, and the growth of the Japanese economy
has sustained the viability of cooperative employment relations. For those
business organizations and national econcmies that want to meet the Japanese
challenge, the rask will not be easy but the message is clear. Cooperative
employment relations must replace the conflictual relations of the past.
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