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PREFACE

Wl believe when the history of this decade ir writien the
changes now ocourying in Australian~Japanese relations,
and what I nope will bhappen in the next ten yeers or zo,
will prove to be one ¢f the most significant developments
of our time." The Prime HMinister of Australia, 1971L.
The Ausiralian~Japan Basic Treaty of Priendship and
Co~operation, the first of its kind Australia has concluded
with any country, was ratified on 2lst July 1977, when Mr.
Okawaras Yoshio, Ambassador of Japan, and Mr. Andrew Peacock,
Minigter for Foreign Affajirs, signed the Protocols of Exchange
at Parliament House, Canberra, thereby giving formal recognition
to the friendship, community of interests and interdependence
that exist between Aunstralia and Japan.
Despite contacts between Australia and Japan that go
" back to 1859, this new relationship has happened so quickly,
that, according to Arthur Stockwin, Senior Lecturer in Political
Science at the Australian National Universgity:

"a fairly major readjustment of atititudes seems tvo be
required {and has to an extent L-en taking place) in
both countries."

People in government, Jjournalism and business in this country,
vho deal closely with Japan have publicly recognised a growing
need to find ways of successful communication, as working contacts
increage between the two countries. This is needed because not
only are there great differences in national power, differences in
history and social traditions, but as Sir William McMahon
tegtified after his experience as Prime Minister and Foreign Minister,
"there are differences in the decision-making processes in Australia
add in Japang"z

One might have expected thege differences to have bheen
explained during a course of Adminisgtration studies in which
decision-making and the theory of organizations have such prominent

place, barticularly as Starbuck3 maintaing that the facilitating

lJvoA. Stockwin (ed.), Japan and Australia in the Seventies,
SBydney, 1972, preface p.vii.

2 . -
W. Mcllabon, "Australia and Japan", ibid., pe.5e

3W.H0 Starbuck,; "Organizational Growlih and Developmer® in
W.H. Starbuck (ed.), Orgenizational Growth and Development, Middlesex,
1971, p.50.
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conditions for and menifest degrees of organizaticnal loyalty vary
a great deal among cultures. An example is given in Abegglen's

Japanese Factory (1958). Thie is the only time in four years of

Administration gtndies that my attention has been direclted to the
administrative system of Japan. Though I might hesitaie to
4 ’

include myself in what Caipger calls:

“the small number of Australians daring enough to take
gn initiative in cultural contact®

it surpﬂlses me that studies on Japanese administration are not
aLready part of every Administration course conducted in Australia.
Little Justlflca+1on seems necessary to demonstrate the significance
a gtudy of Japanese business practices has for Ausitraliang, not only
for economists who appear to be well=catered forS, but also for
Australian businesgsmen, politicians, public servantis and those who
wish to know more of +the aspirations and way of life of those who
are "Heighbours on Longiiude 1350" (as the Australian exhibit at
Bxpo 70 expressed it).

The possibility of attempting this study coccurred when the
opportunity was given for me to attend the Sophia Universityt!s
Summer School of Asian Studies in Japan in July=-dugust 1977.
Though few direct references are made to the programme on Hanagement
in Japan undertaken there, the insighis given by Japanese business
leaders and academics, together with that of foreigners many ysars
regident in Japan, helped to illuminate the reading that formed the
bagsie of this dissertations.

My thanks are extended to Mr. Tony Mclermott Ffor the Websler's
Pravel Scholarship to Japan, to the State Minister Tor Education for
financial assistance for the journey home, to the Public Service
Board, who continued my final-year scholarship whilst I was in Japan,
and who provided me with the freedom to pursuve an Honours course fulle
time . I am grateful also for the mental etimulation and assislance
given by lecturers and tutors in the History and Admimistration
Depariments, particularly HMrs. Maida Coaldrake, Mr. Bruce Davis and
Hr. Halph Chapman. Above all I am indebted Yo Mr. Chapman for his
encouragenment to a mature-age sgtudent to embark on a Heoncurs degree,

and for hisg patience in supervising fthis dissertation.

4.1e Caiger, "Educational and Cultural Aspscts of Australian-
Japanese Relatviong® in Je.A.A. Stockwin, ope.cit., p.127.

5A biblicgraphy of Australian articles about wvariocus aspects
of economic relations with Japan is given by H.W. Arndt, “dustraliats
Poononmic Relations with Japan: Dependence or Fartnership?",ibid., p.3d
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CHAPTER 1
THE PLACE OF BUSINASS IN JAPAN'S NATIONAL LIFE

I Introduction

Among the factors that are considered to have boen
important in Jarpan's econonic pogi-war recovery, the co-operation
between government leaders,; bureaucratic administrators and big
business leaders is often mentionedl. At the same time many
Wegterners, including some Australians, feel that it has given
Japanese businessmen an unfailr advantage in negotiations. For
example, the late Rex Comnor, when Minigter for Minerals and
Energy said:2

e will at all times closely monitor the mineral industry
to secure maximum national Dbenefit, just as the Japanese
government does ... The major pollcy aspecis of future
mineral and energy negotiations with Japan will take
place at a governmeni-to~government level, with details
to be gettled by discusseion belween the industries of
each countey and their countervarts. Henceforth,
Augtralia and Japan will meet al the counference table
with mutusl respect and understanding.”

He felt that government support was necessary because in the
past Augtralia had come off seconhd best in its dealings with
Japan Incorporated’.

Thig term attributed to AbegglenBis used by forelgners,
who congider Japan ag a single economic unit which, in its
co-ordination of decisions and purpcsefulness of action, resembles
a well-managed single corvoration. Abegglen4 gtates that in its
various variants, the 'Japan Incoprporated® hypothegsis attributesn
the Tollowing characteristics to the Japan government-tusiness

relationghip:

carefully designed advanced girategies for industry development,

H

central allocation of financial resources and heavy government
subsidies to indusiry,

« gnoothly functioning interaction among elements of government
and business based on a unity of objectives,

- export master plan, including allocation of markets.

1. . X . - ce .
Hermon ¥ahn, The Bmerging Japanese Suverstate, Middlesex,1970
? 1% y ¥
.70 is oune sguch example. ‘

2. » ; . . A oy
Japan Supplement, The Augtralian, 19th Hay, 1975.

BAttributed to Abegglen by J.A.A. Svockwin, Japan: Divided
Politics in a Growth ¥eonomy, London, 1975, p.ll7.

‘James Abegglen and the Boston Consulting Croup, Japan in 1980:
The Tconomic System and its Prospeets, London, 1974, p.22




Abegglen admits that a realistic view of ta: government-business
relationship is not mogimple. Becouse of vhe importance of
understanding the linkage between government and business, and the
place given to business in Japan®s national life, it seems ‘o bo
important teo devote this chapter to account for that relationship

in its higtorical settiing.

11 Historical Linkages Between Government and Businessus

Ae The boginning of Japanese industrializations

The traditional attitude towards merchants and moneylenders
in Japan wag cne of condescension. Through seven centuries of
feudalism, they were looked down upon by the governing gamurai
class as parasites who lived off society at the expense of not
only the people but government officials as well.5 However,
during the long Tokugawa era of peace, the rigid hierarchial
ddvisions of daimyo (feudal lords) samurai (warrior-administrators),
peasants, artisans and merchants in that order bore less and less
relationghip to economic reality, for the merchants accumulated
wealth and were the creditors of many of the Eﬂﬂ%ﬂﬂi'6 There wag
a slow but steady growth of education and commercial institutions,
so that tne country was not entirely unprepared for a period of
modernization and innovation once the old regime ended in 1868»7

The new regime known as the Meiji Restoration was able to
undergo modernization within the framework of continuity. HNobutaka
Ike8 stresses the point that it was the samurai elite, responding to
external stimulii, that came to power and were responsible for the
prograpme of purposive modernization. They made the adwverse
comparison between the state of their nation and that of the HWesglern
POWETS . As & result,; they were determined to catch up with the lest
in order to achieve ecuality with the great powers. Implicit in the

goal of catching up with the West was a commitment to industrialization.

bYanaga Chitoshi, Big Business in Jepanese Politics,New Haven,1960,p.3(

6JnAmAa Stockwin, 1975, op.cit., p.10.

7 The Tokugawa Shogunate had legitimacy from the Enmperor to rule
the country only by wvirtue of his ability to subdue barbarians (The title
Seied Tai Shggun neans ‘barbarian-subduing Generalissimo®. In 1853 the
American Commodore Perry left a message calling for the opening of Japan.
As the Shocun possessed neither the military strength nor the subport of
the daimyo, he was forced to negotiate a treaty with Perry. This led
his enemies to rally around the Dmperor under the slogan: "Revere the
Smperor; expel the barbarian!™  HGventually in 1867 the Tokugawa Keiki
declared the Shogunate at an end, returning his sword to the Lmperor.
The Emperor Meiji was thus 'regtored' to a central position, hence the
new regime was known as the MHei ji Restoration.

Nobutaka Ike, Japanege Politics, lew York,l957,2nd edition 1972,pps-7.




The state therefore assumed an active role in economic development,
invelving itself directly in some form of enterprises(for instance,
reilroads), but for the most part encouraging private entrepreneurs
by setting up model factories, sending students abroad for training,
hiring foreign advigers, giving subsidies to business and so on.
Ighida Takeshi, Professor of Political Science in the
Ingtitute of Social Beiences at the University of Tokyo, places more
stress on the bitter experience of having been forced to sign
uneyual treaties with Western countries; which made the Japanese

]

leaders of the Meiji period feel it was necessary to "inrich the
country, and strengthen the military!™, a slogan popular at the time.g
Various advantages consequently were given to emerging industries.
A% Tirst, the government itself operated factories such as spinning
mille and munition plants. Later, many of these factories were gid
to private businessmen at relatively low prices, although the
munition indugiry remained in govermment hands.

One important development, to which Ishida makes mention, is
‘that the capital 1o be invested for industrialiszation was obtained
internally, making it easler for Japan 1o maintain her independence.
A major source of finance was a heavy land tax, three percent of the
land value, as determined by the government. In the process of
rapid industrialization, there was privileged industry on the one
hand and underprivileged agriculiture on the other. Ishida sees
another similar dualism between the large enterprises and smaller

. . . 10
ones, which remains to the present tinme.

%+ wag the large enterprises that received government financial
aid and patronage, for these were regarded as best able to modermize
Japan industrially. Men in charge of these private business interests
wexe often closmely conunected to the government leaders by previous
background or marriage. Re'schauerll adnits that such collusion
would by contemporary standards be considered scandalous, but claims

it d4id help produce rapid economic growth. It also set the pattern

9

Ishida Takeshi, Japanese Society, New York, 1971, p.l7

: ibid, pp.18,19. Sub-contracts between larger and smaller
factories have formed an inseparahle link between the two, making
it possible for large enterprises to expand their business by
incereasing the number of their sub-contracts without worrying very
much about depressions, to which they can partially adjust by
decreasing the nunber of sub-contracts. Further details about the
dual structure of the economy are given in chapter 3 of this
dissertation.

llﬂdwin.o, Reischauer, Japan The Story of a Nation, Hew York,
1970, 1974 edition , pp«154~1%0




for the unique Japanese insiitution of zalibatsu combines or cone
glomerateslz.

It would be a mistake to imagine that all the finance for
rapid industrialization came from the government. Yasuzo Horie
mentions other measu:c‘esal‘3 Through extending subsidies and
other privileges, the government sought to persuade wealthy
people to emgtablish such firms as exchange banks, trading companies
marine trading firms, land {transport agencies,; and similar bodies.
¥ot having a tradition of laissez~falre, and being accustomed to

~control and patronage by the State, businessmen looked naturally
Yo the government for measures of protection and active support.

With all the revolutionary changes in values and technigues
that begen with the Restoration, the one thing that persisted was
nationalism. According to thesec men of Japanese gspirit with
Western knowledge, it was in Japan's own national interests for

the government to support rapid industrialization, and this is the
reasong for the linkages between government and big’business interests.

B. Party goverument and the zaibatsu

Az industrialization proceseded, a Western type of governmeni
grodually took root, and political parties emerged. The increased
influence of the business world, together with popular demands for
a moye democratic government, led to the breakdown in 1913 of the
oligarchic adminigtration headed by (eneral Katsura, one of the
ﬁ&g;o (elder statesmen) 4. A popular movement, led by parity
leaders and called tbc‘iax:ho democracy movemen‘b'15 resulted in the
passage of the Universal Manhood Suffrage Law in 1925. The electorste
guddenly expanded from three million to thirteen million voters.
Political parties did not have funds to launch an election campaign
on such a magnitude, and therefore sbught financial assistance from
the zaibatgu, that had greatly pros pered during World War 1. The
great Kanto earthquake of September 1923 had destroyed two~thirds of

Tokyo, most of Yokohama and the naval base at Tokokusa, so the
JO, U 7

s

1b16., PP.L55,156, Usually there was a central, family-
controlled "holding companv" which through large blocks of shares
centrolled major industrial and commercial firms, which in tumn
controlled lesger affiliates. Reischauver suggests the whole structure
was not uﬂlakc th&t of the Tokugawa shogunate, with ite fiefs and svbw-
{iefa. The hateu combine was notl conoentr ted in a single ficd,

SR S ——-]

tut was spredd throughoum the whole of the modern sector of the ecohomy.

1 . S e
3Ya~qzo Horie, "Modern Entreprenenrship in Meiji Japan® in
W. Lockwood (ed.), @he State and Nconomic Fnterprise in Japan, FPrinceton,1965,

JQI&hlﬂa, onsclio? pe22
Dhads shd is the name of the perigi 1912-1926



ggvmrnment had needed their asgistance with the reconstruction.
Thovgh there was competition of a kind between the zaibatsu, they
together could bring powerful influences to bear on the government
that relied so heavily on their financial assistance,

Ishidalb comments on another sspect of thig close
relationship between partics and Tusiness. It bred corruption
which was evenitually exposed to the public and attrscted a good
deal of popular attention. Among the most effective weapons in
election campaipns were accusdlions of corruption and lack of
patriotismy one party would accuse another of not Yconduvcting
themselves properly as subjects of the Emperor®. This undermined
confidence in party government in general, and led to the formaiion
of a Y“gupra~party" cabinet in 1932 in pre—war Japan. The cabinet
was unable to control the growing power of the army, which by a
peries of acts of violence at home, demanded an aggressive
‘ expangion to Manchuria and China. Despite a conciliatory foreigm
policy of the civilian Diet, the militaristic expansionist policy
wag succeasful.

4

It has been suggested that this was partly due to the favt

that the gaibatsu supported this policy as a meansg of obtaining
ready access to raw materials Though admitting the possibility,
Coaldrakel7 considers that their purpose would have been betvier
served by commercial expansion free of military overtones.
[e
According to Imhidald, businessmen co—operated in organising the
ecorony for total war because of their own interest in increased
profits from munition production. The high rate of military
expenditure, which reached 47.26 of the annual budget in 1936,
contritnted 1o rapid industrialization, but inhibited balanced
econcmic development. The low purchasing power of Japanese at
home required the country to find markets abroad. iThe Greater
Eagt Asia Co-Progperity Sphere? plan announced by the Prime Hinister
in 1938 laid emphasis on Japants economic leadership and liberating

. a1 i o ;
potential 9. The poseibility of geining access to raw materials

":

and to markel outlets was considersd fo bave bezen a streng factor in

ralbotsu support of the war effort, and the reason for the Decupatior

e s

asuthorities? determination to dissolve them.

1o 1sh¢na, op.ﬂ:iu, De23

o LB D

1 . , . . : . .
7ma Coaldiake szar in Asia: A Dislogue in Cowexistence,
Adelaide, 1973, p. 43

JB . - )9

Ighida, op.cit., pp.22,23. Coaldrake, op.Cite, PeHLs




G. The impaci of the Occupations

Within a month of their arrival, American Occupation
anthorities set out to abolish the zaibatsu. Thzy removed
former managers from their posts, seized the holdings of *“he
largest firms and families, and broke dewn the obnglomerates
into smaller, presumably less odious par%s.zo To protect the
new business environmenit, American officials established a
Monopoly Board to police reconsolidation. However, according
to Stockwin21, the slowness of Japan's economic recovery was
proving an unwelcome drain on the pockets of the American
taxpayer, and such things as the zaibatsu dissolution programme
and the demands for reparations by various Allied powers were
contributing to economic uncertainty and lack of initiative.

This led to a modification of Occupation policy.

In December 1947 a Law for the Blimination of Excessive
Concentration of Lconomic Power was enacted. According to the
Japanese political'scientist, Yanagadz, an inportant modification
wag nade in the original draft so that the law, as passed,
applied 1o excessive concentration only. He claimg that thisg
modification was made al the ingistence of zaikai, the new post-
war term for big-business power group. If this is so, one can
see how quickly big business in Japan was able to reassert iteelf.
In this they were supported by American businessmen who vigited
Japan in late 1947. They informed authoritieg in Washington
that the antitrust activities of the Occupation were ill-advised.
The Johnston Committee, which represented Americen big business,
made a similar report in 1948, so that in December the United
States government withdrew its plan for deconcentration of economic

DPOWET . The number of firms to be split or divested of some of

their factories was reduced from 325 to 225 awnd then to 1L00. In
the end only eighteen firms were ordered split, bub seven did not
have ‘o comply. By the end of 1949 the Occupation policy of
deconcentration of economic power had for all practical purposes
ended%B
The Communist takeover of mainland China in October 1949
gave a powerful impetus to the policy of rebuilding and strengthening
Japan, while the outbreak of the Korean War in June 1950 made Japan
20 |
21

Gary Allinson, Japanese Urbanism, Berkeley, 1975, p.124

JehoAo Stockwin, 1975, op.cit., p.56

‘

~OPhis paregraph summarised from Yanaga,pif

f

2&Yanaga, opecite, P35




an indispensable supply, pervice, and opsrsvions bage for the United
Hations forces. The phencmenal growith of undusiry resulting from
the Korean War wos made possible by entirely new postuar economic .
structures. The highly centralised financial and administrative
control formerly exerciscd by the zaibstsu was now vested in the
State, with government officials, especially from the Ministry of

.

Finance, assuming the powers and responsibilities that once helonged
at 24 The entire economy became exbremely depend-
ent on the central government, for private capital was practically
nonexistent after the war. In the 1960& mergers were encouraged
by the government as part of the rationalization and modernmization
programme in industry, designed to cope with the liberalization of
trade and foreign exchange and o strengthen Japan's international

competitive position.

De The Pogt-World War II economic miracle:

During World War II Japan had tried a basically nineteenth-
century ¥Western policy of impenalistic expansion in an attempt o
set up a "co-prosperity sphere?. Hernan Kahn25 sees the atltennt
ag a natural conclusion te the process of Westernization that had
characterized the Meiiji century. But the empire created by that
process was reduced to rubble, and the cities of the homeland
destroyed. No one would have expected Japan to recover Trom this
catastrophe, though as has already been noted, the Korean Uar
unexpeciedly gave an impetus to industrial development. By 1955
Japan had recovered to its pre-war standard, and from that point
onwards made remarkable economic progress. Many factors
contributed to this growth, some of which will be discussed in
future chapters. In this chaplier we are concerned with the links
between government and business in contributing to this recovery.

There seem to be intereeting varellels between the first years
of the leiji Bzstoration and the early years after Japan regained
independence following the Sszn Prancisco Yeace Treatly. It was the
humiliation of the defeat and subsequent Occupation that made
Japan determined to catch up with the West through economic
expansion, so that what it could not gain through imperialistic
expangion,; it might gain through trade - the recognition of national
status on an equality with the advanced countries of the world. In
both cases national pride was at stake, so in both periods it was seen
ag being in the naticnal interest for the government to support

business veniures.

~ s

24 . . 25, ) e
Wanaga, op.cit., D38 Bgahu, 0pCitey P85
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TI1 Current Linkagmeg Between Government and Dusinesss

There is a danger of laying too much giress on the degree
'ol Japanese unanimity and co-operation between government and
business interests, while overlooking internal competitive
differences and how they are resolved. William Bryantzé
suggests that it is more mccurate to think of an elitest power
structure of couservative politicians, bureaucrats, and big
tusinessmen, loosely unifed by a common educational background
.and a common belief in the private enterprise system, but
differing in ends and means arising from that value system.
Conflicts of interest are resolved through a gradual consensuge
building process;, which he calls “co-operative competition™, with
preconsultation on policy decisions as one of the ground rules.
He identifies ap another Japanesge characteristic the degree 1o
which they have organised the participation of businessmen in
Vdiplomaoy ag a continmving part-time activity, with an elaborate
structure of standing commitices, liaison and publication channels,
and even a special terminoleogy, namely private economic diplomacy.

Though lifetime employment is the general rule (es explained
in Chapter Three), there is oxe noticeable exception, and this
strengbhens the linkage beiween buresucracy and business. Thig is
the practice of amakudari ("descent from Heaven') by senior civil
servants. 0jimi Yoshihiaa27, a former administrative vice-minigter
of the Japanese Hinistry of International Trade and Industry, explains
that the lifeﬁime of a top bureaucrat is not wvery long. Becouse the
structure is pyramnid-shaped, as one climbs, there arve naturally fewer
POETS . it is not usual to put a section chiefl below a bureau chief,
who is {the same age or ¥y Lngere Az a result, most top
bureancrats retire from the Civil Service wion = forty-five to fifty
vears of age. Moat take new jobs in the nongovernment sphere.
They can go immediately to a public organization, tut must wait two
years to enter a private company unless they obtain pernission from
the persoansl authority.

There are three main patierns of career transfer for senlor
civil servants. A company may look for a retiring bureauncrat wiih
the right personal connections. A second way, most likely to

i,y e corruption, is where a civil servant in the course of hi
involve corruption, vhere & ciwvil vant in i ourse of hig

20, . . . v C s .
We Bryant, Japonese Private ¥eonomic Divlomacy: An Analysig
cof Puginesg=Covernment Linkages, New York, 1975, Deis
27 s .
7031&“ Yoshihi
* Tnternational Trade wnd Industey® in B. Vogel (ed.), Lodorn Jop:
Or@amxzanlon end Decigion-Makine, Berkeley, 1975,p.110.

sa, "4 Government Minigtry: The Case of the Ministry

SEOLE
RROIS




career accumularcs ohligations {rom businessmen, so that on
retirement from the Civil Service, he iz able to gain a position
in private business. The third way is where the minigtry
actively geeks oud posts for its retiring civil servants in firmas
with which it has connections,

Gerald Curtisaa admits that amakudari plays a zcle in
Tacilitating businesg~government commmication, but congiders <he
gituation is not free of ambiguity, as the initiative for the
recruitment of +the bureaucrats does not come entirely from privale
firme, so it may not be as facilitating for contacts with the
governmnent as Ywnapﬁ?g had earlier maintained.

Curtiﬁxgs critical also of the way that some American
government publications refer to zalkal ag a discrete group like
the lIndurtrial Problems Research Council.  Miyoshi Masayaé
suggests it 1s more accurate to define zaikail not ag an organigati
but ag a collective noun for the senior leaders of the following
Tour orgenizations: '

Lo Pedepation of fconomic Organimations (Keidanren — the abbreviate

Japancse name) s up in Aungust 1946 under the aegis of the
government and the Occupation. According to Stoclkwin 32 it

initially included in its membership the Japan Chamber of Commerce
and Industry as well as organizations representing small and mediunm
industiy. These groups, howewver, broke away about the time that
Japan regained her independence. lanuga%% states that its regular
membership embraces more than 100 major national trade asscociations
and over 750 large corporations. The ¥ederation is unique in that,
though it is an organization fcr private business, its membership
includes both public and quasi=-public corvorations, thus helping b
reinforce the intimete business -government relationship. Cabinet
minieters attend the gereral meetings, and convey greetings in person.

Bryanﬁ34 congiders it the moat prestigious of the businesgs associations
and the leading nongovernment gponsor of private economic diplomacy,
with three functions:
(i) to adjust differing interests of irndusiries and corporations

on behalf of the business community as a whole; |
(ii)to formulate and present policy recommendations to the governmmend;
(n11)bo promote international exchange.

TG Cvrwls, "hig Business and Political Influence® in Voo
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The Presizent of Keidanren is regarded as the one presiding
PR AR p &

over X

o
e
e

i, and he therefore plays a decigive role in business—
government wrelations. Twenty standing committees cover every
agpect of the national economy. In addition special committecs
are get up on an ad-~hoc basgis Yo deal with important problems of
an emergency nature.

B, Japan Commitice for Fconomic Development (Keizai Doyukai) came
35

into exisience in April 1946. YTanaga congsiders thal it was a
completely new organigzation without any prewar antecedents. It
began with a small group of dedicated junior executives, who felt
that a new organization was neededd to give direction to the
reconstruction of the economy. At first, it concentrated on
research and policy formulation related fto problems basic to the
achicvement of economic independ:znce. It differs from other
economic organizations in that its membership of 1,500 is made up
entirely of individualszs bound together by common interests and
goals and dedicated to promoting the healthy growth of the
€CoNomy « Though it worked very hard making representations to
the government, the bureaucrats did not take them seriously for
years. Now many of the junior executives have become presidenis,
vice~presidents or directors of public corporations such as the
Japan Development Bank, Japan BExport-Import Bank, Japan Houging
Authority, Japan Public Highway Authority, and the Bank of Japan.

BxyantB considers that its function for the business
community is an intellectual function, to educate and speak for
the individval businessman and his relationship to society.
Qélﬁgﬂi contributes 1o private economic diplomacy with its
conferences and study groups designed to produce joint policy
statements for publication. Jt has a strong international
orientation and sendg teachers abroad and co-operates with counter-
part organigations in other countries.

C. Japan Federation of Tmployers' Associations (Nikkeiren - the

abbreviated Japanese name) was founded in April 1948 1o achieve
industrial peace and increase productivity. Membership of

Wikkeiren and Keidanren are almost identical, with considerable

. . 3
overlapping of leadership, so Yanaga 1 suggests the two may be

regarded as the two sides of the same zaikai coin.  As

=
J)Yanaga, op.cite, pp.46-49.
6 . L

3 Bryant, op.cit., p.23.

anaga, 0p«.citey; HHO
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nanagement's headquarters for labour policy, it devotes its energies
almogt entirely to labour problems, coping with the demands >f
labour uaniong, and promoting labour legislation.

I{ maintains close liaison with the Ministries of Labor and
Welfare, the Social Welfare Committees of both Houses, and the
Labor Subwcommityge of the Policy Committee of the Liberal Democratic
Party, holding ffequ@nt informal meetings with government leaderse.
Though Yanaga considers it the most powerful and unified of the four
organizations, Bryent docs not mention it, =go he must consider it
plays no part in the private economic diplomacy, despite its close
liaigon with relevant ministries.

D. Japan Chamber of Commerce and Industry (Nissho - the abbreviated

Jopancse name) dates back to March 1878.  As already noted; after
the war it was affiliated with Keidanren but withdrew in 1952.
Organized on a strictly geographical basis, ﬁiﬁﬁﬂg ig a federation
of 445 local and regional chambers in various cities throughont the
country. It represents all business activities, large and small,
nanufacturing and financial, trades and services. It is the only
one of the four organizations which includes medium and small
enterprises as members and devotes much of 1is energies 1o

38

strengthening them. Bryant maintains that it hae difficulty
gspeaking with one voice as the interests of medium and small businesses
are bound to conflict with that of big businesse It appears that he
doeg not realise the interdependence thet exists belween large and

39

small businesses in Japan. Yanaga™ admits that the voice of the
large chambers grows stronger with the passage of time, particularly
that of the Tokyo Chamber of Commerces. H&ﬁﬁé§ is particularliy keen
in promoting export trade, improving the nation's bidlance of payments,
and in international economic co~operation.

Be An example of covernment-buginess co-operation:

On Ath Auvgust 1977, the Japanesge Cabinet announced a six-point
programme aimed at business stimulation, for indusitry was experiencing
great difficulties, as an aftermath of the oil crisis. IMany of the
largest corporations were working at only sixty to eighty per-cent

of production capacity. The cabinet therefore announced:

8Bryant, O0D«Cits, Pelle

R
39Yanaga; opocitey pobl

rtTA—



ie an acceleration of measures already dec.ded, through the
implementation of the Budget;

ii. an acceleration of investment in the power industrys

=3

i. an oil stockpile investment in Hokkaido;

ive increased credit for plant and equipment exports;

V. increased commodity aid to developing countries;

vi. measures aimed at structural alterations of specific
industries, e.g. textiles, aluminiun.

Mre. Miyoshi, the Deputy Director of the International Affairs

Department of Keidanren used this programme in a lecture at Sophia

University to illustrate the influence of business on government
policy-making. Degpite the economic recession, firms had to
retain workers as part of the accepled lifetime employment system,
so business leaders contacted the government te provide some
business stimulation. 0f the six proposals listed, four were
submitted Dby the business associations, Mr. Miyoshi having been in
charge of proposals (iv) and (v), so these were explained in more
detail. It was congidered that the emphasis on exports should
shift from 'unhealthy'! ones, such as ships and cars that had
damaged the industries of other countries, 1o ‘healthy' ones. For
this to occur government assistance was needed for the export of
plant and equipment. Cabinet had responded, increasing credit for
such exports. In the area of aid to developing countries, the
government had preferred to grant project loans. However, there
were surpluses in steel, fertiliser and rice, so Keidanren had
recommended grants in kind.

There is great concern about the use of energy, so the sixth
proposal, initiated by the Ministry of International Trade and
Industry (MITI), recommended a switch from industries requiring a
yreat amount of energy, e.g. steel and fertilicsers, fowards
computer manufacture and allied indusiries. The textile and
aluninium industries were also experiencing difficulties because
they are no longer competitive on the world market, particularly
because of the high cost of electrical pewer, which in Japan is
three times higher than in Anstralia, and twice the cost of that
in the United States. MiTY was endeavouring to encourage these
operators to diversify their operations, and this accounted for

measures aimed at structural alterations of specific indusiries.
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These examples not only illustrate the links between business
and the cabinet, but also the administrative guidance provided by the

. ) . i : .4 .
bureaucracy, especially by MITI.  According to The Economlstko, it

is the intimate connection between the business world andvthe
bureaucracy that is the special fealure of Japanese canitalism,
enabling the government to operate ite uniquely successiul powers
of guidance over the economy. Ojimi4l admitted that the purpose
of MITI's adminigtrative guidance was to aid industrial development,
and thus the activities of industry and the bureaucracy were

mitually supportive. |

IV Concludinge Comments.

Whilegt recognising that there are definite links between
big business, the government and the bureaucracy, there are a

mimber of qualifying factors, which show that the concept of

Japan Incorporated is an exaggerated one.
The interaction between government and business pressure %

groups is not unigue to Japan, but is "one of the most impoxrtant %

aspects of the growth of the power elite which exists, in varying %

forms, in all advanced industrial comianities®, Ence142 maintains,

degcribing at the game time the political influence of the

Agsociated Chambers of Manufactures of Australia (ACHMA). It is

interesting that he ciles as a good example of ACHA in action the

Japan-Australia trade treaty concluded in 1957, which gave

Japanese manufacturers considerably greater access 1o the

Australian market.
Exploratory talks between the 4two governments began early

in 1956, and in July the Department of Trade organised a

confidential meeting of ACMA and other employers'! associations to

advige ‘them of the general outline of the draft treaty.

Imnediately before the signing of the agreemen? ACHA and State

Chambers of Menufacturers, the Australian Industries Development

Association, the Texltile Workers' Union and other bodies published

gstatements criticising the proposals. Correspondence and discussions

on a ministerial and deparimental level were used to urge the

provision of adequate safeguards in the agreements, so that before

the ratification of the treaty, Mr. MNchBwen, lNinister for Trade,
4O"A special strength: A survey of Japan®™, The Nconomist, 7,1/3/73,%23°
42. ' ) "
42

Ojimi, op.cit., pel07

Se Encel, Equality and Authoritys A Study of Class, Statns
and Power in fuetralia, heloourne, 1970, pp.3he-3H4.




announced a sysbemiof continuous consultation between his
department and ivdustry groups. gince 1957 ACMA has built up
its head office and recruited a glteady trickle of officialg
from government departmeuts, a practice that has interesting
parallels with the Japanesc system.

Senior Australian businessmen like Mr. Woll. Morgan,
Hanaging Director of Western Miniung Corporation warn Australian
audiencess ‘'ihe close co—~operation between business and
Government in Japan adds enormously to the strength of the
position of the negotiating Japanege oompany."43 This may be
true, but close co=operation between business and government in
Australia is not unknown, so the Japanese position is not unique.

Another qualifying factor, limiting the usefulness of
the Japan Incorporated concept; is the need to take account of
elements of divigion within the structures of power. S*l;ockwin44
refers to the extent to which factionalism within the Liberal
Democratic Party limits the Prime Hinister's freedem of action,
especially in the formation of his Cabinet. To this he adds
the receptivity of faction leaders, individual Diet members and
even civil servants to efforts by pressure groups to exercige
political influence. One feature frequently attributed to the
tureaucracy is the entrenched 'seciionalism? of individual ministries,
and their habit of *roping off' (nawabari) their own spheres of
jurisdiction from outside interference.

Gerald Curtis interviewed numgrous Japanese businessmen,
gtaff members of the major economic federations, journaligts
‘and other obzervers of the business and political scene, and
concluded45 that the ruling elite model of Japanese politics
makes a number of false assumptions about the organixafional
unity of the business community, its unanimity of views on
specific issues, and its involvemenv in a broad range of governmental
decisiong. Though there are few case-gindies of decision-making in
Japan, he assumes that if such studies were carried out, it would
be shown that different gToups‘participate in the decision-making
process depending on the issue involved. International pressures
for greater and fagter liberalization and for "orderly marketingh,
and domestic pressures for improving the guality of life xather

43

Hdle Norgan, '"Negotiating with the Japanese™ in J.A.A. Stckwin,
1972y 9pecite; pebd.
44
45

G. Curtis, op.cit.,  p.68.

JeAod. Stockwin, 1975, op.cit., p.l19.




than simply expanding the size of the economy are testing the
capacity of the Japanese political and administrative system
to respond effectively to conflicting demandse.

Thie difficulty is acknowledged by Ojimi4 ; who admitted

it was easy for MITI to work,when industry agreed that what they

- vere trying to do was to move things in a direction that would

benefit industry. How their job is to direct industry away
from economic growth towards social usefulness, and their
administrative guldance may no longer be welcomed.

In the paet; 28 has been shown, political parties have
received tremendous financial assistance from big businesses.
However, the Lockheed “pay-~off" scandal has affected the systen
of political contributions. Previously Keidanren had filtered
moeney from business corporations to the secretary-general of the
Liberal Democratic Party, officially to be distributed to the

471t probably went

party impartially, but according to Mr. Miyoshi,
to the secretary-general's own faction. Now the law limits to
small amounts the money that companies may give to the political
parties, so Keidanren hag become a conduit for individual
contributions from top executives. It can thevefore be expected
that the ability of business to influence the political parties
may be lessened, thus further invalidating the concept of Japan
Incorporated.

The linkages between Japanese organized business, party
government and the adminigtrative buresucracy are thus far more
complicated than many writers have acknowledged. Yet even those

‘writers who tend to exaggerate the importance of these linkages
do not consider that this was the first and foremosi . cause of
Japanese economic growth. That honour is given "to:A8

Wihe general energy and dedication of the Japanese and
their capacity for purpcsive communal action, which
when ... forused on the problem of recovory, performed
with its uvsual gkill and dynamism.?

It is therefore appropriate to examine the place of work in
Japanese sgociely to account for such effective communal action,

and this is the subject of the next chaplers.

490 jini, op.cit., pp.108,109.
47

during a lecture at Sophia University, op.cit.

4BH. Kahn, ops.cit., p.87
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CHAPTER IX

THE PLACE OF WORK IN JAPANESE SOCIETY

I & Worke—oriented Society

- Odaka Kunlo is recognised am Japan®s leading labour
sociologiut. Be olaimﬁl that though Japan's remarkable econonmic
growth and industriel progress since the end of World Har II is
racogniped, Westerners have not known at all well the lives and
minds of the people who have created this unique development.

It is certainly a topic that interests the Japanese people
thempelves, ag is evident by the number of recently publighed

books about Japanesge sgociéty. Fomoco Marainiz maintaing that

the vogue of vernacular bocks and articles analysing Japanese
society, Japanere personality, Japanese dsychology, the Messence

of what is Japanepe® and so0 on, has reached extracrdinary
proportions. Many of these writings have been translated into
Engligh, so readers are not dependent on foreigners' interpretations.

In addition there are numerous governmment surveys. For

vexample, the Beonomic Planning Agency of the Japanese Government
produced resulte of their enquiries to discover the aspirations

and behaviour patterns of the Japanese in the 1970s, concluding3
that it isg 8till a work-centred society, for people do not want

%o take vacations unless they are very illy they depend heavily

on their place of work for medical examinations and care; many

of them receive training and education sponsored by thelr employewss
they wse a large part of their leisure time to increase knowledge

of their works many of their recreational and sport activities
depend on facilitles which are provided at their place of
employment. Moreover, poople often live in company housesy

most of their friends are colleagues at the place of work; and
there are many who consume regularly the productis of the enterprises
or industrial group to which they belong. _

It is not necessary to reproduce all the statistical material

used to support thése conclusions, bul the matter of annual leave

may serve to illustrate their attitude towards work. When

1. - . N ' -
Odaka Kunio, Toward Industrial Democracy, Cambridge,Mass.l975,p.vii.

2?0&@0 Haraini, "Japan and the Future: Sonme Suggestions fron
Nihonjin-ron Literature® in G. Fodella {ed.), Social Structures and
Heenomic Dynemice in Japan up to 1980, Milan, 1975, p.l7.

Afhe Japanese and their Society®, Pt 11 of the Report on National
Isfe 1972,8ccial Affairs Bureau,Roon.Planning dgency,Tokyo,1972, p.110
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compared with other countries, the Japancse have 1little time for

leisure activities. In weekly working hours and the number of

 days of paid leave, Japan lags far behind Western countries.

-

In particular, legally established paid leawve in Japan is one
£ifth of that of Sweden, cae quarter of France, one third of

Australia, and half that of the United States, Canada, Rusgsisa,

- New Zesland, Israel or the United Kingﬁom? The movement to

egtablish five vworking days a week is exiremely slow.

> that only one-~

Yet despite such short leave, they found
fifth of the poople surveyed took all of their paid leave
entitlemeﬂt in 1969, while foxrty percent took only half or less.
When they examined the ressons for taking annual paid leave,
they found the percentage of those using leave for leisure

activities was very low, as the analysis in Table 1 demonstrates.

TABIE 1

PERCENTAGE DISTRIBUTION OF PURPOSES OF TAKING ANNUAL PAID m;@.ms
(Unit %)

\\\Aga Hale Female
Purposes o reasons) 20~29 30-39 40-49 Averags 20-20 30«30 Aversge
Illnees 13&0 21@7 233 204 21T 2701 ?3@7
F&'tigue 903 908 1401 v 1104 1208 12-7 1?97
Social functions 9.3 9.5 12.1 10.4| 4.6 1.9 3.6
Tour 10.2 6.4 468 6.6 18.2 14.6 16.9
Family obligations 3.1 6.8 9.5 T-01 8.9 2.5 6.5
~ Bxcursion T+6 BT 69 6.6 9.3 4.4 Te4
- Vigiting hone=toun 13.9 363 3.7 571 1.9 1.3 1.7
Nursing illuness of '
fanily members 3.1 Bl 3.4 5.2 1 4.2 3.2 3.8
Spo:t“”'ﬂm 909 306 1.6 402 500 o 3wl
Bontertaining guests| 3.7 4.3 2.7 3.6 | 1.5 6.3 3ol
Abtending an eunty rance
or graduation corew
mony of oune’s child o 0.8 2.6 1.3 o 1.9 0.7
Hoving house 1.1 0.9 1.4 1.2 0.4 1.3 0.7
Celebration of one'd
own child o O¢5 003 003 Ll 3&8 104
" Others 608 11.0 7n7 8.8 703 603 7.0
No answer , 9.0 T.6 5.9 Ted | 4e2 127 T4
Total x].OOeO 100.0 100.0 100.0 00,0 100.0 100.0
4ihid~, Ps107 siﬁign, P86

ibid., p.08. The results ave based on a survey of employeesn?
perceplion of working hours, jointly conducted by the Economioc Pj“ﬂnlrﬁ
Agency and the Petiter Living Information Center in Harch 1672, The
survey asked questions of 1,500 persons whose ages were nineteen years.
or more, living within twenity-three wards of Tokyo metropolis, Howt
of the oldbr women in the wothoru@ work part-time only so pi m&unably

this explains the absence of statistics fom older womeit.
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When enguiring the reasons for people not taking their full leave
entitlements, sixty-one per—cent said they did not need ity twenty—
nine per-cent said they were too busys and eight per-ocent hesitated
to take their vacation when their colleagues were working. | It can
therefore be seen that their claim that Japan is still & worke
oriented soclety has much evidence to support it.

Thae Avsgtralian businessman or politician, who expects to be
able to complete bls buriness with his Japanese associates in $wo
or three days, snd then spend three or more weeks holidaying with
hip family, reflects a different attitude towards work and leimure,
and this may affect negotiations between Japanese and Australians.
On the one haud, the Australian may become impatient that the
buginess is taking so long to complete. On the other hand, the
Japanese may doubt that the business s important to the Aué%ralian,
gince he seems go reluchtant Yo spepd the time to ensure iis
successfnl completion. I+ is therefore important to undersiand
Japanese attitudes towards work.

‘ When Mr. Morgan was preparing his paper for en Australian

gudience in 19711, he paid he had relied wery heavily on Ruith

Benedict?s The Chrysanthemum and the Sword (London, 1947). This

is an amaging adnission, for the book; based on pre-war research
and interviews with Japanesme living in the United States during 4he
way, wes written for the Occupation forcee. As Mr. Jackson,
Senior Execcountiva 0fficer of the Colonial Sugar Refining Company
commnented:

Yeasthe needs of a visiting businesgsman in 1971 are
different from the needs of Occupation troops in 1946.%

The alternative list he offers, though an improvedent, is limided
40 histery and economice, and does not include any translations of
dJopanese writers; writing of theixr own soclety. If we would
understand bhow the Japanese people wers able to work to schieve

thel» economic recovery, recent writings should be exanined.
J v &

II Soms recent explanations for Japanese work-orientation:

Ao The family-like structure of the company: The Japanese Government,

“in its anxiety to corrvect some current Hestern miminterpretations

about their own people, has goune to the extent of producing its own

lNeMo Morgan, "Wegotiating with the Japanese™ in J.A.A. Stockwin,
1972, op.cit 55,56
v OPeClles PPIDy00.
Relo Jackson, "Corment®, ibid., p.&9.
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English translation of a socio=-culiural study of the Japameﬁeg
wdertaken by Nekane Chie, the first woman professor of the
University of Tokyo (Professor of Social Anthropology at the
Ingtitute of Oriental Culture). She is critical of the way
that Weastern scholars and Japanese counterparis who heve copied
their theories, have disposed of Japanese phenomena that did not
fit Western thoories by labelling them as Japants 'feudal® or
Ybackvard' elements.’ She suggests that the description of
Hestern countries as advanced nations refexrs to the historical
fact that industrialisation started there at & relatively early
date . "Modernization® and Yindustirialisation' have tended %o be
equated, and wers certainly linked together by the Meiji leaders.
FPormer theories of modernigation were governed by the view thet
Japanese gociety would beoome the same as that of the West if
industrialigation reached the Hestern level. Though the lewvel of
industrialization is now similar to Western advanced cowntries, she
thinks it only natural that Japanese sooiety, which is wemote
geographically and distinguished from the West by marked historicd
and cultural feasures, should face fairly different types of
rroblems, and therefoxe produce phenowens, which though different
from the West, ought not 4o be labelled as "feudal' or ‘backward®.
N&kﬂn@la obeserves that kinship outeide the immediate
household is less important in Japern than in India, scuth-east Asian
countries, and even in England. She considers that kinship, which
ig normally regarded as the primary and basic humarn attachment seems
to be compensated in Japsn by a personalized relation to a corporate
group baged on work, in which the major aspecis of social and economic
life are involved. She eatdtributes this to the fact that the vitally
important unit in Japanese society is based on frame (ie. a common

gituational position), rather than on atiribute (i.e. some specific

quality of the individual). She cites as arn example the Japancse
custom of introducing themselves by saying first the name of their
company, rather than their name or particular cocup&tionQ

‘Though it is often said that the traditional family (ie)

. . . o 1 .
ingtitution has disappeared, Nekane™  notes that the company is

conceived es an je, all its employeces qualifying as members of the

9Nakﬁne Chie, Human Relstions in Japan, summary iranglation of
Tateshakai ne Wineen Hankei, Hinistry of Foreign Affairs, Tokyo,1972;chapter 1.

T '
lJN@kan@ Chie, Japanese Socielv, Middlesex,1974 edition,pp.6;7.
1libideﬂ PPaT,80

s
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household, witl the employer at ite head. This *family® envelops
the employze'as personal familys the employer readily taking
responsibility for his enployeeu? families, for which, in turn, the
yrimary concern is the company, rather than relatives who regide
eloewhore.

1 . . -
Nakane emphagiges the verbiocal nature of Japanese gociety,

which she explaing in terma of an oyabun-kobun relationship.

Oyabun means the person with the status of oya (parent) and kobun
means with the status of ko (ehild). The traditional oyabune

S

ﬁ&ﬁ&ﬁ relationohip took the form of patron and client, landowmesr
and tenant, or master and disciple. She says that the expresasions
are still weed today; although more informally. Oyabun may be one
in a senior position at a man's place of work, with whom has grown
& olose personal relationship over the years. The essential
elements in the relationship are that the kobun receives benefits
oxr help from his gyabun, such ap assislance in securing promotion
or advice on important decisionsz. The kobun, in turn, is ready %o

e

offer his services whenever the oyabun requires them.
l 3 . » * ‘ e L]
George de Ves “ in reviewing Wakane®s writings suggests that

what is implicit rather than expliciit throughout her analysis is

the fact that emotional needs for interpersonal harmony, affiliation,
narturance (dependency) and sense of being personally appreciated
are far moye important to many Japansse than indlviduated
ingtrumental goale.

B. Dependent relationships: What iz implicit in Nakene is explécit

in the vwritings of the Japanese psychiatrist, Dol Takeo, who uses
the term gggg Yo explain the dJdependent behaviour of the Japanese.
Amae can be defined as a reed for passive love, a presumption of
benevolence on the part of others, which is enjoyed at its maximum
by the child in the arms of his mother. Amsery is a verbal form
of the noun aznae,; meaning to behave selfwindulgently, presuming on
some gpecial relationship. Amae then ip an attemptlpsychologically
Yo deny the fact of separation from the mother%4
The Japenese speak of *fatherless householdst, for the father
is so involved with his work that the mother runs the household.
Mot homes ave so small that the pre=gchool child is always in

very close proxinity %o its mother and a strong bond dewvslope.

1£Nakanﬁ, O0pacit., 1974, pp.dd,45.
13

George de VYows, Book Beview, The Japan Interpreter, Vol.VII,
Noo2, Spring 1972, p.206. ,

14@@1 Pakeo, The Anatomy of Dopendence {trans.d. Boster),
Tokyo, 1973, pe15




It ip this epecial relationship that Doi conpsiders the Japanese

worker is seeking to mscover through an oyalun-tobun relalionship

with his employer.

" . . , 15
Co Tomoto=1like Orpanizations: Prancis Hsu 2

explaing the oy bune
ﬁﬁﬁﬁg ralationehip between employer and employee as being similar

%o a master Iemoto and his digeiple. In esmsence iemoto i3 an
organization consieting of a master of some art or skill, (such as
potitery making, flower arvanging, calligraphy, judo, No drama and

so on) and his diseciples. He maintains that iemoto-~like
organizations are not limited to schools which use this name, but

are the predominant Lform of social grouping in Japan. He uses

the term to refer to a fizxed and unalterable hierarchical

arrangenment voluntarily entered into among & group of human heings
who follow a common code of behaviour under a common ideology for

a set of common objectives. He would therefore interpret a worker's
allegiance to bhis company as that of & disciple keen to advance the
intevests of his master, being Jjealous of the repulation of his
masterts firm in relationship with that of rival firmsg.

Do Some criticisms of socio—psychological analysesn of Japanese society:

Tani Yutakalb of the University of Kyoto admite that it is

easy to find this lemoto-like relational tie in such Japanese
social organizations as the company, university and meny other
public and private institutions, but considers the concept is
not enough to explain why the Japanese have emtablished jiemoto-
like social groups. e admits that Doi'e contribtution ig
important in supplementing the studies of sociologists and social
anthropoléegistesvitho were interested in the mocial structure of
Japanene society. He considers that Doi®s theory might be
effective in interpreting Japanege endemioc mental disesse in
psychotherapic fields, but claims it is not the only significant
agttitude in Jarvanesge interpersonal relationshipg.

One could also seriously doubt that Doits theory does
Justice to the remarkable capacity for parposive communal action,
of which Kaln wrote. Whilst granting that the energy generated
by ivner tensions may be an important cause of the work-and-
achievement—asyndrome of the Japanese, Marainil7eugges%s that the

Japanese overall attitude to the world and life is more complex.

EWS
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“Tani Yutaka, v"Status, Role and Self-Tdentity in Jaupanese
Soclal Relationshipe® in G. Fodella, op.cit., pp.78-88.

17F. Merainid, ggfciﬁw, PR.50,53.
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A% the back of che Japanese mind lies a deep and comforting feeling
that the production of things, doing, organiszing, creating, adding,
enriching are all fundamenitally good actions. In the event of a
ngtional orisis, he maintaing the Japanese rally with pavticular
eneyrgy round the positive pole of their personality, and it is to
this that he would attribute their successe.

Tanilg, recognising that ‘the usage of address terms reflects
sensitively the attitudes in the interpersonal relationships of the
Japanese, analysed their usages. While he was able to 6onfirm
that formal usages of address terms had some xelevancy to the
vertical structure of organigzation and the sense of ascripticn
to organizations, which Ngkene pointed out as being characteristic
of the Japanese social gbtructure, he was able also to show that
there is & horizontal and appositional relationeship between persons.

This seems to be the weakness of Nakane's analysis. Though
har explanation of Japanese mocietly as a wvertical structure may be
of use in explaining the bond between employer and employee, it
does not account for thse relationship between co-workers, despite
her emphasis on the importance of the group. In her viewl9 groubhs
in Japan ave formed by the multiplication of a vertical relation
between two individuals, so that no matter how strong the unity,
no matter how Thappy the group' (%o use a Japonese expression), the
sudden vemovel of the leader is a severe bhlow, and automatically
brings a 'household rebellion' (the Japanese expression for an
internal struggle) . It seems at thig point that the family-like
gtructure of the cowmpany bresks down. Apart from the few muliiple
biwthe, in human families most sidblings can be ranked in order of
age, but in a large company thore will be many who started work on
the same day, having graduated from the same university or bigh scheol,
particnlarly since recruitment normally cccurs only once a year.
School cligues are important factions within an organizetion, and do
not seem to have been adequately included in her analysis.

o Grovp conformity and comnetition: Turaing to a political scientistis

analysis of socliety, Ishida in his chapter on Valuves, Hoxns, and
YEducation, appears to give a more balanced treatment to both
vertical and horizontal relationships. In seeking to discover
what sort of wvalus~orientation has made Japan more dynamic in

nodernization than other Asian countries, he finde an answer in

L8 . . . .
lETam1? OPeCiEoy PP.BL-BB. 19Nakan@, 1974, opscitey Pedbo
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Japanese conformity'todé changing situation. Conforxmity is
ummally seen ag a static attitude, but as he points ou‘tzoﬁ

when people are unanimously changing in the same direction,
opposition to change is failure to conform. He then poser the
gueation a8 to who détermines the direciion and speed of the

change. He admits that this is difficult to answer, because the
change is nol necesesarily wished for by sayone, but may be the
regult of competition. I% is not always realised that there can

be competition within a conformity or between conformities.

Among company employees a strong sense of identity with the company
and conformity to its goals is accompanied by a sense of conpstition
both externally with other companies and internally in loyaliy to
their own company. He thinks that competition among the workers
themselves ig not destructive of conformity, since it is competition
in 10yélty'tc the company. In this way, competition resulis in
waninity of effort. The orientation of the members of the group
is not toward individual achievement, tut toward merit acquired by
individual contribution 4o the goal of the group. He concludes
that {this group conformity, together with the principle of competition,
is one of the elements in bhociety that are most important %o an
explanation of Japan!s "miraculouns" postwar econcomic development.

He has no doubt that upbringing in general and school education
in particular play the most important roles in maintaining the norms
and values of a society. Ausgtralians need no rveminded of the effect
on Japanese children daily reciting ‘the Imperial Rescript on Education
with its call: fshould emergency arise, offer yourselves courageously
to the State".zl Many of them became the soldiers and sailors who
died ir battle “bear(inglin mind that duty is weightier than a

22 While the

Occupation authorities bamed indoctrination in the schools and changed

-

mountein, while death is lighter than a feather.®

the educational sysitem, Japanese who took part in the post-war recovery
of the country and these in senior positions today were all subject to

that educational system and are thus keen to "asdvance public good and
: . 2]
promote common interests®. 3
We should not be surprised that at the end of World War II they
were prepared to endure "the unendurable', devoting their total strength
20, .y s - s
QILshmdag opecite, D37l
“The Imperial Rescript on Bducation® (Bng.trans.) in Tsunoda
Ryusaku et al., Sources of Javanese Tradition, Vol.IIl,New Yoxk,1l950,
1964 edition, pp..139,140.
22."Imperial Precepts to Soldicrs and Sailors®,ibid.,pp.198-200.
23,"Fhe Ymporial Rescript on Education',op.cit.
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to the constyruction of the fulure, to "work with resolution so that

you may enhance the innate glory of the Imperial State and keep pace

24

with the progress of the world.n”
25

They rose to the ocecasion,
fulfilling the ¥nperorts hopes

“Acting upon a consclousness of solidarity and mutuval aid
and broad tolerance in thelr civic life, they will prove
themselves worthy of their besgt tradition.”

Those young men who took part in the post~war reconstruction of
their couwntry are now the senior executives negotiating with
foreigners. It is understandable then that emotional sensitivity
and group spirit are two aspects of Japanese behaviour that Heward

#

_ . 26 | . c o4
Van Zandt consgiders inflvence their negotiations.

111 "Booneomic Animals™: Criticisms of the worlk-oriented Societv.

In late 1969 the term *economic animals! began to be widely
uged to describe Japanese pre-—occupation with econemic growthe
‘Though apparently first used by g Pakistani minieter to deplore

Japan's lack of foreign policy, it has heen quickly used by
South~cast Asgian countrien to refer to Japants exploitation of
their raw materials, and within Japan is vsed to criticise the
country's lack of welfare provisions.

Hagiwara Yoshiyukizl explains that in postwar Japan,
democracy and economic progress have been considered almost
synonymous, and economic progress has been the sole purpose of
goverimment. This kind of government cwes ite success to a strong
ropular conviction that economic progress alone was a sufficient
goal. He congiders that the goverament should have set_itg own
goale, for the new Constitution guarantees that basic human rights
Cwill be protected, that Japan will not re-arm, and that she will
follow a peaceful course. These tasks go beyond simply deciding
appropriate rates of growth.

He comments that from 1955 4o 1965 their anmal rate was above
ten per—-cenmt; their trade balance turned from unfavourable to
fovourable; in those years their gross national product increased
threefold so they can boast now of having the third largest GNP in
the world. This progress he maintaing was achieved by advancing

towards the old goal of "catching up with and surpassing the Westhy

, 2dvimperial Rescript on Surrendert14/8/45 (Bng.trans.) in D.J. Iu,
Sources of Japanese History, Vol.II, Hew York, 1974, pp.176,177.
“JWimperor Hirohito’s Rescript Dis savowing His Own Divinity",
New Year's Day 1946 in D.J. Im, opscit., pp.190,191.
2651, F. Ven éuﬂdt, tHow to negotiate in uap&n”,ﬂarvard Business
Review, yovowﬂvvnv 1970, pp.45-56
Hogiwaras Yoshiyuki, © "I conomic Axvi aln Recansidur%d” The Japan
Interpreter, Vol .VII, No.2, bprtr5 1972, pp.l @
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this time the slogan was "fukoku kyokigyoe" vr "Rich country, strong

enterpriset instead of Ystrong army®. But, just as before the war
there lurked in the background poverty-stricken farmers and labourers,
today industrial pollution, inadequate welfare facilities, and growing
aliensation among the people spoil the picture. e suggests that
Japan may be creating a new zone of emptiness.
Professor Hirschmeyer of Nanzan Uriversity is reporied to have
méde the following summary of three characterizations of modern Japan:g
i. Japan is the firgt country in the world to have given modermigzation
the status of a national policy. Leadership under the new power
elite was sitrong, using ideology to push development.

ii.Aided by high standards of education, the Japanese pursued
econonmic development, assuming they need learn only the technical
layer of Western knowledge, for Japan had its own sysﬁe& of ethics.
Rote learning of foreign techunology was emphasised with no stress
on the implications it held for society, or on the values it embedied.

idiPeople exhibit a tendeﬁcy of "“gociety—centredness™ where the
individual too easily succumbs to the demands of his group or
group leaders, changing his opinion end course of action
accordingly. As a result, the whole nation can be manipulated.

29

Ishihara Shintaro goep even further, attributing their
troubles both at home and abroad to a decline of morality among
their people. He proposes the hypothesis that behind Japan's
fabulcus rush into modernization was a "hunger mentality', sustained
by a far-reaching inferiority complex towards advanced western
civilizgation. Without the hunger syndrome working on people at all
lévels of society, he considers Japan could never have become a
modern industrialized nation in one hundred yesrs. The gheer
practicality and realism of economics provide the perfect yardstick
in the competition of one nation against another, so he cousiders it
was eagy to let the rules of economics justify the means to achieve
technical progress or economic gain. He cites government atititudes
towards Taiwvan and Israel, both abandoned because of the economic
advantages of trade with China and of oil supplies from Arzb countries.
He does not offer any solution for the recovery of national nmorality,
beyond the call %o examine their history to see how long the

reservoir of morality has been left emply and dry.

Egﬂepor%@d by Haglwars Yoshiyuki, op.cit., p.148.

29Iahihara Shintaro, "A Wation Without Morality", The Japan
Interpreter, Vol.i1X, No.3, Winter 1975, pp.276-291.
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Pukutake Tadas hi3 equally is critical of ihe fact that
though Japan has become an economic puperpowsr, with a GNP thixd
in the world, it has only thirteenth place in per capiita national
income o He complains that the business community, which supports
the ruling conservative governmment, has no vision beyond short-tezm
economic rationality. Though there has been disoussion of the
social responsibility of business, be considers that social
development is likely to receive nominal consgideration only for
some time to come, and that economic development will continue +to
dominate planning. |

Nekamuzra TakéfaﬁaBL claime that the era of high economic
growth particularly of the 1960s is called a “golden age" in
acknowledgment of the substantisl rise in the material standard of
living of the average Japanese. At the outset of the decads,
families prided themselwves on the acquisition of such counsumer
Citems as black-and--white Yelevision sets, washing machines and
vacvun cleaners; but now they sre proud of their colour television
gets, family carﬂ; air conditioners, and their financial ability to
travel abroad.

Fuku%ake3d admits that the rapid growth of the economy has
raised the stendard of living of the Japansge people, but highlights
the lag in social facilities. The housing crisis contimes without
change, with land so expensive and the demand for housing so great
that meny Japanese gee no chance of having a decent living environ-
ment . He pointe to deficiencies in environmental Facilities such
as water supply, sewage disposal, rubbish disposal, lack of parks,
livrariesn, creches, medical care outside of cities, and the low
level of social security epart from that provided by 1argé
corporations for their own workers.

In 1970 the goveranment finally removed the articles that made
concessions to economic development in the Basic Law on Polliution,
and established the Environmental Agency. It also asnnounced a
New Economic and Social Development Plan, with the subheading:
"Toward an Nconomically Healthy Society Rich in Human Values".
FukutakeBB considers that this is long overdue, and that even now

30 Fukutake Tadehi, Japanese Soclety Today, Tokyo, 1974, p.10

3yakamura Takafusa, "lhe Tarnished Fhoenix", The Japan

Interprotor, Vol.IX, No.3, Winter 1975, »p.403-419. ~
j/(?l?kutri]\.flf Opaul‘to, 1)@1261.» ‘)"’}Z‘Hku‘i:dkef Q'l')g( .L'tog P‘129
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there is no guarantece that the Japanese people will truly benefit, bubs

"If the country can concentrate on providing adequate facilities
for the living environment, part of the Japanese stigma of
being called "economic animals", intent only on economi:z
growth, will be lifted.®

It would seem that once again national pride is at stake.

This wag furthex aroused by Prof. Maruo3gf Chuo University
who commented that, in the past England was Japan's teacher ag an
' advgnced industrialized nation, and even now was Japan's teacher
in welfare, for i1t will be many years before Japan can catch up
with the advanced indusirialized nations in welfare provisions.
It seems that once again Japan feels the need to vatch up with
some aspect of Western society. The Xoonomic Deliberation Council,
a consultative hody of the Prime Minister for long-term economic
policy and impoertant pleanning problems 3ta%ed:35

"Hith the development of the economy and the rising level
of living the desires of the people become higher in
grode . Therefore it im necessary, corresponding to the
people's needs, to develop a new meihod for the accurate
meaguring of the peoplets welfare.®

In May 1971 the Council founded a special committee for the develop~
ment of NNW, i.e. the new Net National Welfare index. Maruo says

that GNP is inappropriate for the representation of the lewvel of
welfare, because GNP camnot show movements of non-economic welfare,

as for evample, estimation of human life, pollution and destruction

of nature and envirvonment, human alienation and such problems. It

is hoped that the supplementation of GNP with NNW and social

indicators, once elaborated, will be discussed not only in Japan but
also in other countries as happened with GNP, so that an internationally
acknowledged index can be used. Scheppaoh36 congiders that the slep

- to welfare~growth economy has been undertaken on a sound basis, even

if it is difficult to proceced under the prevailing international
conditions.

Onoe HimaoBv, however, pointe out that there are obstacles on
the way towards Japan becoming a welfare-oriented economy. From the

Outline of Social Insurance in Japan (1977) it is apparent that from

38

197075 dmprovements were made in social welfare provisions:

34 A summary of Prof. Maruo's writing is given by W. Scheppach,
tSupplementation of GNP with NNW™ in G, Podella (ﬁd )100.Cit e ;PP 246-266
It appears that Meruo may not have bsen translated into xngjxmh.

35Reported by Scheppach, ibid.,p.248 %[10160, D266

3T0noe Hisao, “Japans Obstacles on the Way Towards a Welfare-
Oriented Economy® in ¢. Fodella, Qpag;teg PR« 239245

s

Boutline of Social Insurauce in Japan 1977, uOOJﬂl Ingurance
Agency, Japsnese Goverument, p.l
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Wihere have Dbeen many amendments of these schemes as to
extension of coverage, lmprovement of benefits etc.
parallel to the social-~economic development. Particularly,
in 1973, schemes were amended vemarkably resulting (in) the
improvement of bewnefitn and introduction of new ideas in
ovder fto maintain benefiis’ real value and fto lighten the
liability of insured personsg..."

This was possible only by increasing the tax burden. While in
comparison with other conntries it is low, the Japanese people
have the feeling that the pregent tax burden ie heavy, due %o
the unequal taxation system, and some readjustwents will need
to be made.

Following the oil shock in 1973, the government has
published meveral plans for the adaptation of the industrial
structure in order to economise on the consumpbtion of petroleum.
This may lead away from the heavy and chemical sectors that have
been so criticised Ffor their destruction of the environment and
. the pollution diseames. This will require a diversification of
industry and some readjustment of labour requirements, so that
less overtime, shorter working weeks and longer holidays may

soome possible. At the same time it will be difficnlt to
iinance increased welfare programmes &3 the economy ig readjusting
to thepe changed circumstances.

39

Yogane Yoshihiro; deputy director, Rconomic Ressarch
Ingtitute of the Tconomic Plamning Agency in Tokyo, peints out

that some of the present Japanese problems are common to industrial
goclety, but as they come from the characteristics of competitive
societies which do not seem deep~rooted in Japan's society, he does
not expect them to cause a serious soclo-cultural disturbance. . He
considers that Japanese specific problems arise from the fact that
two different systems of values co-exist in individuals. They
want deiiberaﬁely to import the religion of "competition®™ and
"material welfare", but are obstiructed by the old religion of
Yharmony" and ™mental welfaret, He meintains it will be favourable
to abandon "competition® and Ymaterial welfare® as basic values, and
to be confident of the comsistency, rationality and humanity of the
Japanesge traditional value system. He {hinks the Japanese will
have to make an effort to understand the utility of controlling
campeti%ian and material welfezre so as to make it serve the wellw

being of the whole (not of the individual), if they want to enjoy

39, s _ . ; e
)Kogane Yoghihiro, "Value Judgements and Economic Activities
of Japanese People: A Dynamic Beconomy and a Stable Culture! in
G. FPodella, op.oit.; pp.ld7-188.
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today®s freedom and to live in harmony with the human and
phyeical world.

This would seem to be trying to justify policy against
Japan becoming a welfareworiented economy. Though lives of
hard work and simple living are features of Japanese
tradition, he does not seem to make sufficient allowance for
the fact that through mass media, especially ftelevision,
Japanese people have acquired & taste for the benefits they
éxpect an affluent socliety to provide for all the citizens.
This, together with the national desire to show that Japan can
surpass other advanced countries, would seem to make it
inevitable that the country will move towards a welfare-oriented ;
economy, so they will no longer be despised as Yeconomic animala%.

There will, however, need to be changes in the behavicur
of Japanese workers, as well as changes in government policy,

- before ‘the term "economic animals" will be dropped, for it is

the worker, spending so long at his work and having so little
leisure that has helped the term to become so widely used. |
Cexbtaln ministries and government agencies are therefore proposing |

Ta WA ]

reatar leisure for all workers. The Prime Mindgiter's OfTice
13

having raised the number of holidays from nine to itwelve in 1966
ig reported to be comsidering proposing five additional days of
rest.4o The Labor Winistry isg promoting the five-day work week.
Itg plan is to revise the Banking Law to permit only five banking
days in the hope that other businesges will be forced to follow suitl.
Simply creating holidays and two~day weekends will not in
themselves keep workers away from their place of employmert. The
problem ig one of re-education, and it is another govermment body,
the Beonomic Planning Agency, that has begun to call attention to
the issue. In its 1972 White Paper?(from which statistical material
about the use of vacations has already been given), it is claimed4l
that the average Japanese tries to maximise matisfaction from his
scant leisure by spending money, believing that the more he spends
the greater will be his enjoyment. In 1963 leisure expenditure
averaged 18.2 per~cent of consumption expenditure, but by 1971 it
represented 23.4 per-cent of consumptibn expenditure.  Increased

0 . . . - ya "
4 Ve Dixon Morrig, "The Idioms of Contemporary Japan", The Japan
Interpreter, Vol .VIII, 1973, pp.121-136. ‘
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4 Beport on the National Life, op.cit., pp.100-104.




expenditure is a1 incentive for him to work longer hours and more
days ‘to achieve the svwccess that will bring him a higher income,
but at the same time reducing the amount of leisure he was trying
to enjoy in the first place. As he tries too hard to squeesze

the last drop of pleasure out of too little time, he drowns himself
at the beach or breaks his neck in the mountains. The White Paper
gives disturbing statistics 1o show the increasing number of
accidents in the water from swimming, boating and playing, as well
ag disagtery in the mountains. It therefore makes & strong plea
for a swiich from income-~conguming leisure o time—consuming
leisure. The Agency's approach i reported42 to be leading to

confusion, as expressed in the Asahi shinbun column which saids

“Since the Neiji veriod the government has told us,
PHork! Worki.o.'. Now they are taking us 1o
tagk for it and telling us, °*RHest! Restl.eee'o
Times have changed."

iV Concluding Commenta:

If may appear that if Japen is moving from a work—oriented
gsociety that the Australian businessmen may find his Japenese
counterpart shares gimilar aspirations and expectations 1o his own.
Thisg may be true in the future, bul as Japanese society is going
through such a periocd of transition, the change is far from complete.
The Australian may find that negotiations are even more difficuli
than before ap the Japanese businessman will now realise $that with
expected. shorter hours of work and other changes in working
conditions; long~term contraclts may not be as attractive as would
first appear. If the negotiations concern raw materials, he will
need to make allowance for the expensive pollution controls that
will be enforced in their manufacture, so the move towards a welfarc—
oriented economy may well make the Japanese tougher negotiators
than before.

Apart from theme factors that have been produced by the
changing societal attitudes, there are other traditional faclors
that the Japanese negotiator must consider: whether the proposal
under discussion will affect his workforce, his permanent employees
expectingylifetime employment with himy and whether 4he proposal
will be acceptable to his colleagues, without whom he cammot make
a definite commitment. These and other aspects of Japanesge
management ave considered in the next itwo chaplevrs.

42

“Ve Dixon Morris, op.cit., pelll.
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CHAPIER I1X
ASPECTS OF JAPAWISE MANAGEWHNT

I Introduction

In adapting to the environmental changes to which the
Preceding chapter made reference, Japanese executives give
great attention to problems of morale and human relations.

If Japanese executives have a characteristically Japanese
approach to management, Noda Kazucl, Director of the Japan

_ Raseaxrch Institute in Tokyo, suggesis it is not so much a
specific body of practices but an effort to create a company
gpirit such that membeyrs wish to take part. Seen in ihis
light, the slow incyease in salaries in the earlier years

of an employee's career and the steep salary increases with
years of pervice can be seen ag a way of ensuring employees
not only stay with the company, but retain a long-range
identification of personal interests with company initeresis.
Company ceremonies like aoniversaries, daily ceremonies,
commemoratives, weloomes, farewells and openings ard all
consclously deeigned to reinforce company spirit. In most
companies the management makes & serious effort to leok after
the long-term interests of the employee, providing personal
attention and assistance in dealing with bhis individual
problems, From the entering-the—company ceremonies the new
recernit is made to feel part of the company family.

In the preceding chapter it was noted that there
appeared to be some move away from work-orientation. Japane se
company execntives consgidexr this a key management issue, sand
“are competing for the employees? gpare time against the threats
of affluence; car ownership and shorter workiﬁg hours.
According to Noda, this accounts for their efforts to incorporate
the spare—time activities of employees within the range of
activities provided by the company. Company sports teams,
company-sponsored travel, company recreation cenires, company
facilities for privaté parties can all be seen as ways of using

yeoplets desire for more leisure ags a way of further orienting

1. . . . . . ; .
Noda Kazuo, "Big Business Organization" in B. Vogel,op.cit., p.140.
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employees to their work-place, and satisfying their need to be
paxrt of & group with a strong relationship to the leader, the
Pregident of the company or the rection chief.

Apart from these efforts to maintain a dynamic involvement
with the company, Nodag congidnrs that Japanese entexrprises are
very similar to foreign enterpriscs. However, according to
Take zawa Shinichi3, Professor of Industrial Relations at Rikkyo
Univerasity, the four pillars of Japanese management ares

1ifetim@‘empluyment;

geniority system;

enterprise unionism; and

consensus decision—-making.

Before examining each of these aspects of Japanese nanagemernt.
there are qualifying factors that need to be considered to

avpid certain misconceplions about Japanese management.

11 Pactors affecting generalizations about Japanese management:

A¢ The dual stmmctvre of the Japanese economys Thig term ie used

by the Japanese to contrast the large-scale firms which pay
relatively high wages and have good working conditicns to the wass
of small and medium-pized enterprises, often family owned, which
subgidize the major enterprises by their lower wages, longer hours,
and poorer working conditions. It is easy to resirict commenis
about Japanese management practices to those operating in large
cCorporations.

The large firms, in contrast to the small ones, are highly
wnionized, highly capitalized; and have specialized managerial,
sales and personnel organiszations. As defined in the Basic Law
on Small and MHedium~Sized Bnterprises,; a small or medium=sized
firm ig one which is capitalized under ¥50,000,000 or employs less
than 300 workers. That they occupy a numerically dominent position
in practically every branch of the Japaneose economy can be seen in
Table 2. They account for more than ninety-nine percent of the
4,660,000 establishments, employing 27,750,000 persons or seventy-
eight per-cent of all employees in the private secltor. Aocording
to Otsubo? Head of the IMinance Divieion of the Japanese Ministry of

Labour, smaller enterprises have been able to hold their owne.

2Noda,opcoi%n, Pellb.

. . . , s L . . s . e e A v Fravs
2Lecturer at Sophia University's Summer Sesgsion in Asian &%udlea,B/B/igz

"Otsube Kenichiro, "The Smaller Enterprise and the Application
of Labour Leginlation in Japan®, International Iabour Review, Vol.l06,
No.2, Aug.~Sept.1972, pp.167=180




TABIE 2

NUMBER OF HSTABLISHEENTS BY S1Ifn AND SKCTOR, 19690b
(in thousands)
¥o. of Sectow
emplovess Manufacturing Wholesale and Betail Services Totel .
0~ 4 9367 2 001.9 842.9 3 781.5
D o= 29 35066 26% .9 123.1 7398
30mm 49 4502 1546 87 69 .4
50 299 48 .5 12.1 8.4 69 .0
300 + 506 0.6 0.4 6.7
Total 1 386.6 2 296.1 9837 4 666.4

Source: Office of the Prime Minister, 1969 establishment census

The reason for the success of these smallexr enterprises is considered
to be due to the fact that many of them have traditionally paid

lower wages than larger firms, hawve lower administrative costs, ore
able to adjust quickly to fluectuations in the demande for their
products and in the availability of raw materials, can readily
_increase or reduce the size of their workioroa, an& enjoy various
othex benefits, such as speed in decis sion-making, inherent in a

small organisation. Watanabeé points out that the Japaneuse
government hap taken a number of measures specifically to assist
smaller onterpriscs; a difference from pre~uar policy, and &
recognition of the importance of these smaller enterprises to the
whele ewonomy.

In view of the large number of Japanese employed in these
smaller enterprises, one needs to qualify ideas about life-time
employment and fringe benefits which are features of large
corporations. O%subo( shows what difficuliies these smallex
enterpriser have had in conmplylng with labour laws covering
industrial relations, labour proiection, manpower and employment,
and social insurance. However, the acute labour shortage has
reduced much of the differencs in working conditions.
the

hours to attract labour.

Many of
smaller enterprises have had to weise wages or reduce working
In addition,; they are endeavouring'to
economise on labour by modernising their equipment, rationalising
and improving production and marketing techniques.

Daspite theme improvements, the smaller the enterprise the
greater the
Robexrt Cole8

S Ot ho

difficulty of wecruiting the necegsary workforce.

attributes this 4o the fact thaet workers in small and

i 0DeCLY ?

b e v>15uﬁu&&qnhn Peprencurship in small enterprises in Japanese
manufacturing, International Labour Review,Vol.l02,No.6.,0e0.1970,pp,-531-5T04
T thub07 opacits, PlOYT.

8 R. Cole, Joparess Blue Collary Berkeley, 1971,

Ppe37-40.
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mediumesized £ims have less job escurity and often must reckon with
the possibility.of bankruptey.. He has noted also that the ivcidence
of death and injuries from occupational casuses for small and
medium-sized enterprises is approximately three times that of the
large enterprises.

He points ocut that the dual structure cuts acrous the blue-~
collar/white collar clasmification to a large extent, so that
blue=collar workers in major corporations view themselves, and are
viewed, as membsrs of an elite which includes the salaried employces
in thess firms. At the other end of the spectrum are the salaried
employees in often less produvctive small and nedium-sized firms.
These differences act as deterrenits to young people seecking
employment in smallex enterprises, but not at the other end of the
age strocturs. The official retiring age for men is fifty-five
and for women fifty (though lack of child=care facilities and
societal customs usually cause women to retire upon marriags or
prior to the birth of their Pirst child). The life expectancy has
been raised twenty years in the past twenty years, so it is now
seventy~-gix for women and seventy for men, so people who have,
vetired from thelr original employment can often be recruited by
smaller enterprises. in addition smaller families snd more labour-
paving devices in the home are attracting Japanese women back into
the workforce. Fow are able to return to their former employment,
&ozﬁhey find work inm the smaller ewterprises. The noticeable
ageing of employees in smaller enterprises is therefore understandable.

These workers could be in rather vulnerable positions, but
two labour lawe hawve been designed for their protection.9 The first
is the Smallexr Enterprise Retirement Allowance Mutual Aid Law, which
frees these enterprises from the worries involved in paying retire-
ment allowances but also entitles them to a loan from the Corporation
or association for the establishnent or improvement of workers®
welfare facilities. The workers also benefit because employers?
contributions are supplemented by a government subsidy and because
the whole allowance is fyee of tax. The Industrial Home Work Law,
19770, aims st improving the working conditions of homeworkers
(estimated to be around 1,400,000), and stabilising their livelihood
by special measures to protect them in their relations with the
principal (the person who manufactures, processes or sells goods

and entrusts homevworkers with tho manufacture and processing of these

9

Otsubo, ope.cit., p.L77f.
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g0odEs) . Regular labour inspection supervises ithe implementation

of these uapecial measures, and severe penalties are prescribed for

violations of the law.

Though differences in the dual structure of the economy are
braaking down, the Japanese, according to Colelo, tend to see
themgelves ag faced with & unique problem with such differences %
in working conditions dependent on the size of the enterprise. |
However, he reminds the reader that every industrial economy has

its advanced and backward sectors, but considers the Japancse

version is characterized by ite pervagsiveness, by the nation'em sctte
consciousness of the system, and by the commanding grip of the

larger "parent® companies over the smaller firms. The number of

employees working for these smaller enterprises, as well as
Japanese consciousness of the dual structure of the economy, should
perve a8 warnings agalinst making sweeping genevalizations, based on
“practices operating only in large firms. ‘

Bo The dual structure of Japanese personnel management: According

to a report on femala employment produced by the Japan External
Trade Organigzation, the fraditional system of personnel management
in Japanese firme is characterized by its dual structure, one for
1 . -
men end another for wcmenel From 1950 to 1975 women represented
thirty-nine per cent of the workforce. Because of the business
vecession following the oil shock of 1973, which affected fewale
workers particularly, the proportion of women in the working
population has since droppsd 4o thirty-scven per cent%z This i
8till a significant proporticn of the workforce. The difference
in their treatment is not due to their lack of numerical strength,
but due to the premise that women work for a short pericd of time.
- 12 X

Takahashi Ncbukogﬁformer Director-General of the Women's and Minors!
Bureau of the Ministry of Labour shows how traditional management
praotices make full implementation of the principle of equal pay
for men and women a distant target.

10
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T."Female Employment in JapanY, Now in Japan No.19, December 1975,p.9

“The Women of Japan™, About Japan Sewies 5, Foreign Press

Center, Tokyo, July 1977, p.9. Foreign Press Center was inanguated
in October 1976 against a background of growing awareness of the
importance of having Japan acourately portrayed in the world press.
It is an independent non-profit foundation financed by the Japanese

government, Japan Newapaper Publishers and Editors Association and
Keidanren, according to its publicity folder.

Bus s ph

OpeCitey Po39

l3Takahashi Nobuko, "Women's Wages in Japan and the Question
of Equal Payy International Tabour Review, Vol.III,No.1l,Jan.1975;pr.51~68,




The Labour Standards Act of 1947 laid down the principle
of equal pay for men and women, in accordance with Article YIV
of Japan®s pomt-war Constitution of 1946, which proclaims that
there would be no discrimination in political, eccnomic ox
social conditions. Though it may be possible for girls from the
pane c¢lams as boys to be recruited by the game company and receive
the same siarting wage, the principle of equal pay for equal work
is rather moaningless as the wage structure iz influenced by
lifetime employment, seniority system, end enierprise unionism
where wages are determined by collective bargaining between the
individual enlerprise and the enterprise®s union. The wage
differential becomes more marked with years of service, Lor the
actual wage packet consists of o number of components which have
little to do with the worker's actual job performance, thus
permitiing a legal differentiation bedween a woman's and a man's
WALE .

Anti-digerinination legislation was embodied in the
Working Vomen's Welfare Acts of June 1972, but legislation cannot
be effective withoul a change in societal attitudes. A questionnaire
survey on JJoments Status in Busineasléarried out by the Ministry of
Labor in 1973 found that, on the whole, the principle of wages
socording to & man's family commitments is considered more
gatisfactory than wages based on the principle of equal pay for equal
Horke In the same survey lack of women's opportunities for
promotion caused more concern. With life~long employment as the
accepted basis for men in large corporations, firms ensuve that
promising recvuits are rotated regularly to gain experience in all
sreas of the work, and are given on-~the-job training. It gives
all the senior executives an opportunity to watch the young peracn,
so ‘they are able to wreach a consensus about which ones to promote,
as thig is not left to versonnel staflf. Since women are expascted
to remain with the company for a limited time only, it is difficult
for them to gain the necesgary experience and on-the-job training,
ond they will not be as well known %o all the senior execuidves who
decide on the promotions. Thore women who continue in their
careers (notably school teachers) then face the problem of earlier
retirement which prevents them gaining senior positions such as
principals or departmental heads. The dual structure of Jﬁpan&se
personnel management can therefore be seen as posing many problens

for women'®s advancement in their employment.

l4ﬂaau1tg published in "Female Bmployment in Japan®,0pecite  ppe5,6.
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C. The dangers of an cver-emphasig on culitural specifity:s The

soclial forces working to maintain the pillars of Japarese manage-
ment may be called "fradiltionalism®. Odak%5iden%ifiea two
contrasting views among Hestern writers regarding traditionalism
in Japanese industry. One of them argues that these yractices

are left-overs from the feulalistic relations between loxrd and
retainer and the velations of the patriarch al family. According
to this theory which he ocalls "uniform development®, industrlal’
ization and economic development progress in eccord with a uwniform
pattern everywhere throughout the world. The fact that Yraditional
practices are still in force in Japan is seen as an obstacle 1o the
demooratization and modernization of Japanege industry.

The second wview that he calls "pluraligtic industrialismt
maintaing that the existence of traditional practices doss nod
necegsarily mean backwardness,nor are they obstacles to the
“modernization of Japanese industry. On the contrary, they aided
the unusually rapid and succegsful development of Japanese industry.
The traditional social atmosphere preserved within the industrial
entorprige an ideal enwvironment for workers, who were able to fit
themgelves to the new establishment with comparative easge. in
other words Wegtern countries' industrial development was carried
out by breaking up feudaligiic and $raditional practices, but in
Japan it has been achieved by preserving, and toc a certain ewtent
utilizing them.

Odaka admits that the theory of pluralistic industrialis
ig a wore fruitful basis for explanation and a more realisiic
fromework. Howewver, he considers it tends to overstress the
particular aspects of industrialization, and this can lead %o’
sowe misinterpretation of the facts. For example, Abegglenlo
treats as "the critical difference" between Japanose and Weslern
industrial organizations the system of lifetime commitment, which
he considers to be a feudalistic remnant of the Tokugawa period.

7

Yet, according to Odakal ¢ prior Yo the 1920s labour mobility was
fairly high even in large enterprises; so he thinks that Abegglen
negleots fluctwations in the history of Japanese industrial
developments and reflects the practices of only a part of the
Japanese business firma. v

]

L5 L . .
“Odaka Xunio, op.cit., Chapter One.
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James Abegglen, The Japanese Factory, Glencoe,111,1958,
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Another objection Odaks raiges is that this theory leads
to the simplistic conclusion that "Rast is Rast and West is Hest"?‘
overlooking or al least underestimating the rapid trandbrmations
that have been taking place in Japsn since the end of World War II,
and particularly since the latter half of the 1950z, There is a
danger of failing to realise that modern media’and freguent contactm
with the Hest are producing an interchange in solutions to problens
many countries have in common.  Peter Druckerlg, whilst admitting
that menagerial policies are deeply rooted in a country'a
traditions and culiture, considers that the principles underlying
Japanene management deserve closer attention, as there is much that
Hestern menagers might learn from them. Richard Tamner Johnson and
William Ouch%9made a. atudy of many Japanese and United States
operations in both countries, and concluded that some elements of
Japanene management were succeeding in the United States. This
suggestes that an over-emphasis on cultural specifity can lead not
“only to a misinterpretation of facts, but to an obsouring of those
insights which might be of wvalue in another setting. As thig
digsexrtation i3 concerned with highlighting those aspects of
Japanegse mansgenent that may be unfamiliar to Australians, there
is obviously a real danger of such a distortion.

FTaking note then of the dual siructure of the Japanese
economy, the dval gtructure of its personnel management practices,
and the dengers of an over-emphasis on cultural specifity, we may

anslyse aspects of Japaness management.

11T Pillars of Japansme Wanogement:

Ao Lifetime employment: This vefers 4o the practice whereby young

people, particularly boys and young men, are recruited by large
companies to join their firm with the expectation thet they will
remain with that company until retirement.

Ronald erego traces the origin of the Japanese employment
pyatenm Yo ites pre~war corporate paternalism of the 19203, The
nost important factors that led to its final crystallization he
congiders to have been the great acceleration in the pace of
Japanese indugtrialization during the Tiret Horld War, the
accompanying shortage of workers, the growth df worker organigzation,

18, . ‘

P Drucker, “What we can learn from Japanese management®,
Harvard Pusinens Review, MarcheApril 1971, pp.ll0-122e

19 . . . v
)RDTG Johnson and W.G. Ouchi, "Made in America (under
Jopaness management).”, Harvard Business Review,Vol.52,H0.5;Sept~0ct.1974,
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20 Re Doxe, British Factory-Joponese Factompy,Berkeley,1973,p.375%
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inflation and the increasing resort to strikes. These greatly
increased the attractivenoss of meagures degigned to stabllize
and cvoke loyalty in the workforce. UWhere incremental scales
are convenltionally age-—related - as they came to bs -~ there was
an obvious rationality in preferring & young recruit who could be
put 84 the bottom of the scale 4o an older one who had %o be
fitted in higher up, if both were equally without relevant training.
dccording to Dore, it was a long time before employers came 1o
recruit fifteen-year-0lds and train them, rather than recruiting
skilled mon from the market. This happened only whenxal
(a) other large employers became more successful in holding onto
workers who were already trained so that there were fewer
seeking jobe in the markety
(b) technology becoming diverse and complex, employers needed
more specific skillsy
“(e) ideology developed its own independent momentum and reinforced
the walue played on loyaliy and long service and heing *horn
inte! the firm at an carly agey
(d) the need to preach loyalty to counter left-wing tendencies
Placed a premium on getting workers young enough to ingtil
this loyaliys |
(e) the cultural unity of the country, and the standards of literacy
reached the point at which wrecruitment of the very young from
rural areas to urban factories became easyy and
(f) +he pericd of schooling lengthened so that it became reasonable
to move straight from school to factory and the schools becanme
obvioung recruiting groundse ‘

Lifetine employment was upset by the war and its aftermath.
Immediately after the Second World War there was severe unemployment
with vast numbers of demohilieed soldiers, civilians repatriated
from abroad and workers laid off from war industries orowding on to
the labour marietd . Inoue Keiohizg shows how this labour surplusg
was changed to a labour shortage economy during the investment boom
of 195661, During this periond there was a sharp rise in the
personal savings ratio, (already high by international standards).
In their finuncing sctivities the commercial banks gave priority
to the big enterprises with which they had a special relationship

2% . o

oplte Doxe, op.cil., Pe399.

“Inoue Kelchi, "From labour surplus to labour shoriage

‘économy: the case of Japan', International Labour Review, Vol.ll3,
Noo2; MHar.—Apr.l976, pp.217-22%
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and poured a tremendous amount of investmer. capitel into them.
The labdouar market gradually beocame tighter even though the total
number of those. who were employed upon aamplatlon of their
education continued to rise feirly steadily throughout the 19508
and the first half of the 1960s8. After the number of school and
College leavers hud reached a peak in 1966, the nunber startod
deorsaning rapidly, and this contridbuted to the further tighten-
ing of %hé labour supply and $o0 the maintenance of the labour
shortage economy.
By 1966 the Ministry of labour reported that some 360,000
March gréduates had more than one million openings available to
them or 2.9 jobs per person. By 1970 middle school graduates had
~nearly six jobs for each applicant.aB However, as has been
previously noted, many employees work with small or medium-sized
enterprises, and the camp@%ition for employment in large corporations
~offering carcer employment is ﬁtlll very keen. Lifetime employment
has advantagea for both employer and employee, as Nakane r@portﬂe?4
For Lhe cmployer it retaine the services of skilled workaru against
times of 1abour shovtage . ‘ Yor the employee it gives security
against surplus labour conditionsy whatever the market circumstances,
there i little likelihood of the employee finding better employment
4f he once leaves him job.
Locording to the Japan External Trade Organization Report24
the main advantages ares
(a) the system creates a much longer 4ime horizon in the mind of
corporate planners snd managers, Tor decisgiong are more likely
to be made on the basis of long=term prefitability, rathex
than ghort—term;
(b) it tend s to force firms to meek new growth opporiunities.
They clite as examples, companies in the coal business which found
their market declining and were forced to meek opportunities for
diversification. Some firms diversified into the housing and
leisure industries. In this way they avoided staff layoffs and
oéntinu@d to expand. In the case of the coal industry this wase
accomplished with government assistance, but similar trangitions
‘have often been carried out without such assiztance. For ingtanco,
firms in the rayon industry spent much money purchasing patents

and technology foxr nylon, thus preventing liguidation of opexations.

23 V. Dixon Horris, Qﬁygitaﬁ Deld 24
24 Nekene, opecit., 1970, p.19
25 Wiine Labor Practices in Japan', Business Information

noial and 1.
Series I, JETRO, Tokyo, 1974, pp.6-T
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According to a r@per%ggf a lecture by Nishiyawma, Professor
of ¥conomics at Rikkye University, lifetime employment practices
rrovide for far greater educational investments. An enployee
might gain a bagic education im liberal arts at a universily, but
his technological degree in earned through studies within the
conpany.  He meintains that American industry usually puis an
employee through an initial training programme and then reliez on
on~the~job experience. Japanese employees are usvally envolled
in tralning programmes every two or thiee years. In addition,
he explained, that job transfers oocur on a two to three year
basis expanding the employee's knowledpe of the company, and enabling
him to co-operate with others in maintaining quality control.

The sdvantages are stressed presumably because foreigners
tend to see disadvantages only. I% ig eamy to smee that it ocould
be one of the main causes for tensions within a joint wventure.
Westerners would tend to stress short-term profits, while the
Japanegse manager may be more interested in the sales volume, which
ig more important in fully utilising his workforce. The posgibility
of a worker heing fired can be a powerful means of control, so
Westerners find it difficult to imagine that workers can be
sufficiently motivated without such a threat.

It is easy to exaggeratve this aspect of lifetime employment.
Certainly, because larger companies fully expect 1o keep their
permenent employees for their working 11?69 there is a strong
tendency to give as much importance to character and personality
as they do to education qualifications in the employee-—selection
process. The use of psychology tests; the recommendations of
professoys and teachers concerning the candidate's personality
and attitudes are important factors. Then some weeding does ocour
during the probation period. After this there are a variety of
devices falling short of direct firing that management can use to
force workers who are incompetent or agitators to quity ox they
may simply transfer them to harmless positions where they do not
interfere with pr@ducﬁion.d(

Careexr employment is of course not unknown in Western
mmnagemanthpractice. Burns and Stalker, writing about British

firme could bs describing the Japanese system when they write:

26:‘ N
Reported in “The Mythe of Japsnese Business Praciiceas",
Focug Javan, Tokyo, July 1977, pp.ld4,;15.
2i{Cole, opeCitey PPe113=122.
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“Competition among enployers for management recruits has
raised starting salaries, but since invegiment in o
recruit bas Yo mature for many years before yielding a
return, it is necespary both to select the beat and o
hold them .. much use is made of seleciion ftechuniques
developed during World War II iun the choioce of candidates
for officer training courses. And careers thus begun
are presented as enclosed for life within the corporation.
Indeed in their endeavours teo attract talented candidates,
corporations advertise careers rather than po&ﬁso;."gs

Certainly %khey are writing about managerial staff, but the whole
apprenticeship system of tradesmen can be seen as another form
of career employment. The posesibility of massive lay-offs in
Vestern industry is no longer acéeptablep especially in large
corporations, as Burne and Stalker explaing

"Firms employing many thousands of people camnot close down
without wrecking large areas of social organization. Such
concerns must be kept alive, and in order to keep alive
they must become adaptives change must occur within the
organization and not through its extinction and replacement
if it is to ocour st all. Survival of the individual firm
becomes a more significant criterion of economic activity

" . . o . . . 4 1

the closer the approximation 1o monopolistic conditionse..v2d
It is not unknouwn for government intervention to take place, even
in our own country in oxder to assisgt larye companies from needing
to have masgive staff lay-offs.

Still it must e acknowledged that the Japanese practice

does make it difficult for a foreign firm to engage staff.
Students leaving school and university will be reluctant to join

& Toreign firm whose loung-term success camnot he guaranteed. I

is even more difficult to recwrdid experienced stafl. I+ is not

imposgible though, for some well gqualified workers mey feel that §
promotion opportunities are limited in their own firm because of
the meniority system. On the other hand top positions in foreign

firms often remain with foreigners, so the ambitious Japanese may

¥
not benefit by taking such a Bt@paBO There may be promising
workers in the medium or small-sized enterprisss who did not
succeed in getting to the top universities to be recruited by a
large companys These may see some advantages in joining a
preabigious forelpgn firm, providing incentives are made high enoughs

20

T. Burng and G.M, Stalker, The Hanagement of Innovation,
London, 1961, 2nd edition 1966, preface to 2nd edition,ppexviil,xix.
Qivide, pe35. |
“YHe. Glazer, Development of Javsnese Business Fxecutives in
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B, Seniority Syatem:s The commonest mevhod +f wage-fixing in Japan

is known as nenko joretsu chingin (literally "Wage based on length

of service®,). The term is slightly misleading in that seniowity
does nol automatically determine the wage level, since other factors
such as education, ape; sex and individval ability are taken into
account . Suﬁukijl explains that in common parliande the exprogsion
ig uvmed to cover any method in which the basic criteria in wage-
fizing are seniority, age and educational level rather than the
duties inherent in the jobe. Other conditions of employmenty such

as fringe benefits and opportunities for promotion, also depend
directly or indirvectly on a worker's seniority.

Suzuki ddentifies two interpretations of the owxigin of this
method. The traditional interpretation geeg ite ordgin in the
gpecial mocial metting of Japan, typified by the loyalty of the
worker to his enmployex. Thig loyalty hae its counterpart in the
pedernalism of the employer, who increases the wage proportionately
0 the nmeterial needs of the worker®s family, irrespective of the

tasks he performs in the firm. Sugukil mainteins that if this

interpretation is correct, the method has historical and social

roots, but is irrational from an economic point of view.

The second interpretation that he favours seeg this method
of wage-fixing as having been adopied after the Firat World War to
counteract shortages and excessive turnover among skilled workers,
foxcing the big companies to met up training schools to train their
own skilled manpower. They therefore had every interost in
originating a methed of remuneration that would encourage workers
trained by them to stay with the company. A wage pystem Tased on
geniority in combination with the practice of lifetime employment,
provided the auvswer. Eoonomic justification iz to be found in the
fact that training is given in the firm, and in oxdsr to secure a
maximum return on this internal training, wages are fized according
to seniority. This would appear to veduce competitiveness il
promotiong were deternined by smeniority. However, this iz not the
only factor to be considered, just as age-—based wage scales do nod
mean that remuneration is exclusively determined by age or seniority.
Subject to a "floor® fixed in the collective agreement or internal
regulations according to age and educational qualifications, personnel

policy consiste in aseigning each worker to the post most suited

31 . . \ . -
sugzuki, H.,"Age, senioriiy and wages", International Labour
Review, Vol.l1l3, No.l, Jan.~Feb.1976, pp.67-84.
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hig individusl ability. Seen in this light nenko jovetsu no

longer looks a non~economic method to Suzuki, for age and seniority
ér@ used ag criteria for calculating wages in the place of factors
that are difficult to evaluate, such as experience or individual
Proficiency.

Perhaps it is the practice of glving fringe henefits that
reflecty the special gocial setting of Japan more than being based
on economic grounds. That the wage packel consiste of a number of
components which bave 1lititle to do with the worker's actual job

3.2

performance is apparvent by exanining Table

TABIE 3

CRRCENTAGE DISTRIBUTION OF COMPONENTS OF AVERAGE
hONTHXE CASH BABNINGS, ””PQWMI RO1971

(Enterprises with 30 or more employees)

Component of edrning. Percentage distriibution
Total earnings 100.0
Regular earnings (excluding overtime) 89.8 = 100.0
Basic wage : 83.5
Hage based on job-related factors L27e23
Wage based on personal factors (154
Wage based on & combination of factors (40.9)

Incentive wage 50
Duty allowances : 3.8
Allowances for living costs 1.2
Other allowances 05

Overtime and miscellaneous irregular earnings10.2

The larger firms %tend to provide many more and larger allowances.
In 1972 family sllowances weve provided by 89.5 per cent of the
firms employing 1,000 or more workers, and by 64.2 per cent of
those employing 30-99. - The table above shows the average of such
earnings.

Apart from these allowances in the wage packet, Nishiyama
on invegtigating several firms in the steel industry found that
a wbeelnmasker spends as much as US§1,200 a month per worker for
education, housing, medicare, and other benefits in addition to
the average wmonthly wage of $900.00. He explained the reason:33‘

"We look upon human beings as capital, et the same time the
mogt important capital. Therefore; we invest heavily in
humen capital and it is our top priority to raise ihe
standard of human capital ..."

3

2 . . -
33 Takahashi, N.,op.cite, p.58
“"lhe Mytho of Japonese Business Prpcotices" . opn
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One of the most meaningful of fringe denefita3%s a housing
allowance, which is non-laxable. In Japan's larger cities, rents
for apartmente and houses can be very expensive in sreas located
within casy commuting distance. Hany of the wnmarried live in
company dormitoriess while the merried may pay nominal rant for
company flats or receive a housing allowance. For staff at
higher levels, assigtance in the purchase of a house and land by
becoming the loan guarantor provides a means for the employece 1o
realize a lifelong dream of owning a home, and gives another
incentive to remain within the company.

Almost all firms in Japan give an allowance for commuting.
Thig can be paid on a tax-exempt basis to the employee, and is
equal to the cost of purchasing a commubter pasas on a rail or bus.
Foy executives 1% iz common practice to have a car at their
disposal. The full cost of car, driver, maintenance is borne by
the company. Enployess, particularly at and above the section
manager level, hawe access to entertainment funds, which are used
to entertain customers and guesis

Vost companies also provide o ymnber of leisure facilitiecs
for their employees. The typical large company, for example, will
oun several rest houses in the mountains or in beach resort areas
which employees are permitted to use, either free of charge or for
8 small upkeep expense. J1 is algo usual practice for companies
to toke groups of personnel away to resorts for two or three days,
not only as a way of strengthening company loyalty, but also for
asgessing potential for future promoiion prospects.

EBven in the matter of fringe benefits, company housing and
subsidisged community facilities are not wnique ¥fo the Japaneae
system, for they are provided in meny Australian mining towns.

4 salary based on need rather than on the rate for the job im,
however, not a familiar concept since equal pay for equal work
was accepted.

It can be geen that the foreigrer will find it diffdcult to
compete for labour when Japanese managenment hasg go effectively
reinforced orientation to the company through lifelong employment

.

and a seniority system with fringe benefits related to & man®s needs.

4 o . . oy . -
B*Detmlls of fringe benefits on this page ars summarised from
the JBTRO report, cpe.cite.; pp.l4~17.
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Co Enterpirice wunioniem: Japanese workers before the end of World

Var 11 enjoyed virtually none of the advantages of trade unionism.
Their wages were low by any Western standard, and the numevous
controls introduced during the war produced a situation bordering
on Foreed labour.  To rectify this numerous laws «ere enacted
by the Occupation authorities, five of the more important baing:BS
(i) The Trade Union Law of December 1945, which set out the basic
right of workers in private industry %o organize,; bargain
collactively, and to strike; providing for demooratic
procedures in all union activities; establishing the Labor
Relations Commisﬁion;' and prohibiting unfair labour practices.
(ii) The Labor Relations Adjustment Law of October 1946, which gave
procedures for conciliation, mediation, and arbitration in
- private industry, and for cooling-off periods.
(iii) The Employnment Security Law of November 1947, which gave
aunthority for the goverament to operate frae‘public employment
exchanges and public services to aﬁéiﬂt tha handicapped to
obiain employment. It outlawed labour bosses and other
~undemocratic forms of lebour recruitment.
(iv) The Unemployment Insurance Law of November 1947, which provided
& system of benefits for unemployed industrial workers, covering
the majority of employers of five or more employees. An
amendnent of May 1949 provided o sybem for day labourers, extending
coverags 1o congtruction workers and liberalizing the benefibg,
Employer, employ@é and the govermment assume respounsibility
for administrative cosbs.
{v) The Lebor Standards Law of April 1947, which prohibited all
Fforms of iunvoluntary servitude; establiched standards relating
to wages, hours of work, rest days, overiime, vacations, safoly
and panitation, employment of women snd minors, apprenticeships,
workers' accident compensations provided for an inspection
organization and penalty provieions for viclations.

The union movement quickly musbroomed. In Janvary 1946 there
were 1,179 unions with almoat 900,000 members; by June 1949 there werve
34,688 unions with 6,655,483 mamb@rs,36 At the same time three
major labour federations weve organized, being partly revivals of

‘ Pre-Wayr grouns.

356, . . , . e s . .
_ qummarmﬁad from Yamamura Kozo, Economic Policy in Posgt~Wer Japan,
Berkeley, 1967, chapter one, p.l5f. :
o
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In October 1946 an extremely leit-wisg Sanbetsu (the ALl
Japan Congress of Industrial Unions) had led the so-called October
offensive, which developad into a highly political movementa37
After a series of strikes and so-called production control;, Sanbetsu
called for a general natioial strike in February 1947, Thig
nationwide ptrike, which would have paralyzed the exhausted national
economy, wag banned by the direct order of General MacArthur. By
July 1948 his policy was to forbid all strikes by government
employees.  Japanese political leaders, intellectuals and execontives
of large firms began to question the basic policy of economic
democratization as being incongistent with the economic recovery of
the country. By 1949 wmany of the hastily organized unions, and
those who joined them merely to follow the tide of democracy, had
lost public support because of the excesses in the demands and
tactics of the politically ambitiocus leadership in the unions.

With the consent of the Ocoupation authorities, the Trade
Union Law was amended in 1949 so that the wrnions officials could
no longer receive salaries and be provided with offices by the
company%8 The stated reason was to ensure the independence of
unions, but given the fact nearly half the unions were nonfederated
conpany unions, the revisions struck hard at the existence of small
unions. Hembership which stood at over six million in 1948 dwindled
%o three million by the end of 1949.

The wvielence that marked the development of labour unions
was replaced by a gradual rapprochement between wnions and company
nanagement . Prom 195% onwards employers began to accept unions
and to work to gain their co-operation. At the same time union
leaders on the company level realised they could prosper only if
their companies prospered. Causing a company to go out of business
would deprive the worker of his employmeni, while even reduction in
profits would reduce his twice-yzarly bonuses. Many congidered
that the idea that the aims of labour and management are naturally
opposed ig an impofﬁad ideology that doss not readily f£it the
traditional Japanese social sy&t&m%g

40

According to Fukutake ', when be was writing in 1974, there

were nearly twelve million union mewmbers, but the percentage of
organised labour was thivty-five per cent only. Between 1960 and
WMoy oo, (L. opa DD 38,4 :
Solanamira s 0opCit e, pReLlp 2o ibidey, Wa33e
4 . ! L i g § , - :
2/Frank Jordail, "The Laobor Movement'W,usiness in Japan,Tokyo,1975,p.9
40Fuku%ake, opeCite, P86,
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1970 the mamber of individual unions increased from about 40,000
to over 60,0003 as manufascturing, commerce and the service industries
Lrew.e However, those organized into unions were proportionately
fewer, despite higher employment rates. Host unions are organized
in a way PPukutaske finds characteristic to Japanr; that is, by
individual enterprises, and embracing blue~collar and white collawr,
factory and office workers in the same unions. This fits the
paternalistic idea of the enterprise as one big family. The
vworkers too see no contradiction in being loyal to both their
company and their union - a fact that conkbitutes a buili~in
linitation to union effectivensasg.

This dual allegiance is examined in great detail in chapler 4
of Odakats hooke. He notes that the leaders of both unions aud

gompanies have often competed in trying to force-~develop workers

with their prespective unilateral types of alleglance. Not much

good has come out of this competition, and he thinks an earnest

effort chould he made to transform workers of discontented
inclination into those with dual allegiance. He maintains that if
only the lenders of both parties appreciste this requirement, it
will help industrial velationg to become more congbtructive.
Bighty=five per cent of individual company uniong have
their own permanent Labor Management Council, made up of members
represgeniing workers and management. The council meets regularly
and discusses any issne pertinent to the union or management.
Several such meetings are held before the two sides enter formal
bargaining sessions, ' '
Bach local union is ordinarily affiliated with & national
industrial uwnion, which is, in turn a member of a national centx%él

The Japan Council of Industrial Organizations (Zennibon Sang

yobetsu Rodo Kumiai Kaigi abbreviated to Saubetsu) waeg the most

powerful, tut after 1950 leadership was transferred Lo the CGeneral

Gouncil of Japanese lLabor Unions (Nihon Rodo Kumiai Sohyogikai,

abbrevieted to Sohyo). In 1950 Sohyo was critical of left-wing
politics, but it now supperts and co-operates with the Socialist

Partye. The Japanese Confederation of Labor (zenmihon Rodo Sodomei

abbreviated %o Domei) has a rightist tendency, and supports the

moderate Democratic Socialist Party.

41

Detaile of these federated bodies from Pukutake, 0p.Citae, p.d7
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Both Sohyo and Domei, while politically active in rival
camps, compete with each other in their efforts to push for
higher wages,g Their efforts take the form of annual Spring
"gtruggles® for pay increases and larger summer and year-end
bonuses.. A new assessment of the positions of unions in
Japan reveals a growing feeling of common identity and
co-operativenens on a grasaroots level, In the past most of
the agitation for bhigher wages came from federation leaders.

Now union members in the small lower—paying industrial
enterprises are participating in the annmual spring offensive,
known as Shunto. The effectiveness of concentrating bargaining
.efforts along with threatening action cannot be doubted. A
twenty per cent increase in wages won in 1973 was offset by
raging inflation that widened scocial inequalities, so in 1974
the labour unions coupled their own wage hike struggle with
national campaigne against inflation in order to win sympathy
from the people at 1&?§@»‘3 This resulted in rises for workers
in non-government enployment amounting to thirty-two per cent,
setling a new record in Japanese hishbosy. The 1975 Shunto,
howevex, saw a much more moderate increase of thirteen per cent.
Tho economic recession has weakened the effectiveness of this
concentrated bargaining effort, and in April 1976 and again in
April 1977 unlions have settled for wég@a hikes that did not
match the rige in the cost of 1iving544

Most of the sixty~four per cent of indugitrialized workers
who are not unionised are from the smaller enterprises, but as
hae been noted, their working conditions were improved during
the labour shortage. There is another clase of workers who
are not unionised, and these are the temporary employees on

45

limited contracis.’ Unions are not realliy interested in this

floating employment pool, and perhaps illustrates the fact that
enterprige unionisgm ig more inclined to accept management policy

than to seek confrontation.
42, . .. o U .
Details of Shunto from F.Jordan,op.cite,peT

43."Labour Unions under Abvormal Inflation¥,Japan Quarterly,
Vol o X&) Mo 2,Apre=dn 1974,pp.127-131.

44 The Yeelend Australian, 34 December, 1977, p.9.

45 This is one way that large enterprises are able to vary
their staffing requirements according to economic fluctuations.
Temporary employveen are engaged on a contract basig for 3 to 12
months, and may have their contracts renewed if economic circumstances
Justify it. llany are older married women who cannot find permanent
employment. Turther details in my paper "The contribution of wemen
o the Japanege economy.’
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I¥ Concluding copmente:

A most recent editerial@ﬁ‘aaknewledg@s that +the practices
of lifetime employment and pay according to seniority in service
~ Combined with company uniens have supplied the motive power for
Japan?s high rate of economic growth, bul questions whether these
employment practices should be continued es the Japsnese economy
is changing from rapid to moderate growth. One school of
opinion would do so for the sake of continued conciliation between
énployer and employees. The other school holds that these practices
~would be inadvisable in the coming era of moderate growih.

In a poll of employers conducted by the General Labor
Research Institute in June 1970, sixteen per cent said they wanted
to reduce personnel of middle age and upwards in their employment,
\while geventy-one per cent said they would keep them on their
payroll and try to find new uses for them. The government
‘estimat@s "ourplusY corporate employeesn at 300,000 to 400,000,
Though business has picked up to some extent, it is not sufficient
to convert surplus emﬁloyces into needed workers.

At the same time, as life expeotancy has so greatly increasned,

there is pressure to increase the mandatory retiring age. The Labow

Hinigtry has made an extension to sixty as one of its goals. The

Japan Federation of Employerst Associations (g&kkeirgp) suggests

longer employment at reduced pay. It would freeze the cogt—of-
living part of wages at age fifty or so, and thereafter replace the %
Cautomatic yearly raise with sen efficiency wage. §§§X§ brands these i
- suggestions asg uvnrealistic, as the worker of fifty Vo fifty-five
 years may still be paying for children’s expensive university
education as well as high payments on a house in which to live
after retivement.
It ie difficult to say what the outcome may be. 001947.
Bees two diffefen% processes operating, and they pull in opposite
divections. - On the one hand; the ageing of the Japanese labour
Torce seems bound to hold down any major increases in the amount
of interfirm job-changing, yet the declining number of new school
graduates is forcing companies to hirve large numbers of
occupationally experienced employees from small firme, thus
45‘”}03‘1”&“1‘ Loployment With Pay Freeze After N: pan Ouart 5
Longer Employment With Pay Freeze After 400, Japan Onarterly,

Vol XXV, ook, Jan.-Mar.1977, ppeb-ll.
"Re CGole, "Changing Labor Force Characteristics and Their Impact
on Japanese Industrial Relations" in L. Austin (ed.), Japan: The
Parodox of Progress, New Haven, 1976, p.210f. '




gtriking at the heart of the permanent ewmpluymont pracﬁice.
These occupationally exporienced recruits can draw upon their
Pagt experience in ways that make thew more resistant to cowpany
ideology. He expects this to lead 1o the establisbment of new
norms of behaviour of mantgement and employee.

£t can thexrefore be seen thatb Japanesevmanagemenﬁ ig under
great pressure in a changing situation, so if the Japanege
businessman seems reluctant to make a firm decision, it may be due
%o his uncertainty about the labour market. On the othexr hand
it may be due to the Japanese method of decision-meking and
their traditional attitudes towards contracts, and these ave

exanined in the next chapter.
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CHAPTER IV

JAPANESE CONSENSUS DECISION-MAKING

I Imbroduction

The Japanese businessman ie faced with changing economic
conditiona and changing societal atiitudes towards economic growth,
work and leisure, asg well as govermment demands for pollutbion
control and the need for diversification. He is therefore
extremely reluctant to enter into long-term contracts. At the
gome time there is an urgent need 1o ensure continuing supplies of
raw materials. In the wake of the 1973 oil crisis, the Japanese
convinced themselves that the world was guickly rumning out of
food and raw materials. Overnight regources diplomacy came into
vogue, one:result being urgent requestas to Augstralia to contiuune
to increase beoef exports and another what Gregory Glarkl callss
a very foolish contract to import 600,000 tons of Australian

sugay for five years at a price now wmore than double the world price.®
fusizaiia willingly responded. The probiem now, according vo Cl vk,
is to adjust the fantasies of 1973~T4 1o the very different reality
of 1977. We have seen with what difficulty these adjustments have
been made. On the one hand the Premlier of Quesusland sai&z the
Japanesge attitude Yoward thelr suger contract was gquestioning their
creditability throughout the world. On the other hend Clark
maintaing it calls into question whether Australia can ever learn
how 4¢ do business properly with Japan. _

It is not only the changing situation that is caunsing difficnlty.
Much of the complexity is due to ihe Japanese approach to decision-
making which relies more on personal commiitments than on written
contractural arrangsments. The commiiment is made on the basis
of'persmnal contacts and discusgions until a consensus is reached.

As thisg aspect of Japaneme management has such effects on negotiatibns,
the Japanese attitude towards contracts and decision-making is
examined, together with the strengths and weaknesses of the methods

used 4o achieve consensus.

1,
Gregory CGlark, "Where we are going wrong? in "The New Wap
with Japan®, National Times, 3rd-8th October, 1977, peds

2, . . . . .
AB.Co Radio Interview Novembsr 1977,
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1T Javanese Attitude Towards Contracts:

Contracts are based on assumpbions about the Yrightst of
each party, whegtas Japanese sooietly is organised according to
clearly defined ‘*obligations®. These ocan be traced back to¢ the
Confucian Five Relationshiys that defined obligations netween
emperor and subject; between father and sony between humband
and wifej TDbetween older brother and younger brother; and between
older friend and younger Ifriend. There were obligations and duties
towards one another, not merely from the subordinate to the supsrior,
but in both directions. As Neo~Confucianism was the underlying
philogophy of Japan throughout the Tokugawa period, the concept
of ¥*righte' is alien to the traditional way of life. There was
not even a word for 'righte’ in the Japanese language until they
came to translate French law last century.

Francis Hsu3 explains the contract principle in accordance
with different types of buman grouping. Membors of any society
begin life in some form of kinship group. They either continue
their membership in that group for life or they have to seelk
entrance to or form some other kind of secondary groups The
Chinese gecondary grouping, the clan, is founded on the kinship
Principle and thug a direct extension of this basic unit. He
contragts this with the American secondaxry group, the club, which
is built on the contract principle, since effective membership in
it requires dimsengagement from one’s kinship affiliation since iits
members are equal, and since entry and continuance are voluntary.
He meintains that the Japanese kinship system is fundamentally
gsinilar to its Chinese counterparis. However, as has been noted,
Nakane4 pees life in the company taking the place of the extended
family system which is a feature of Chinesge not Japansse customs.
The relationship between employer and emplnyee is not bo be
explained in contractual terms, she axﬁlains, for the new employee
becomes part of the compaﬂy family. Bven if lifetime enmployment
iz a relatively recent phenomenon, the fact that the most modern
enterprises prefer it to a contract 3ygtem reinforces the claim

that the concept of contracts is still alien to the modern Japaneéeo

3
“Fo Hsu, 0pPeCite, PPe59,60.

BB AN

,ANakane, OpPsCitio, PPpeld=1T.
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Mnother cxanple of the Japanese stibitude towards contreacts
can be geen in collechive labour agreemenits beiween companies and
their uniong. Ag explained Ty Uanami TadashiS, these are couched
in abairact and general terms open to widely divergent

interpretations, the wreason fer this ambigulity going back to the
Japanewe sociolegical context of any contractusl relaiionshipe.
Rather than depsnding on the wrditten word, the partics rely on
their relationship itself, the circumstances that brought them
together, the backgrouand against which their relationship has
evelved, ‘the human rapport established between themn. It im
expected that problems and difficulties will arise, but it iz not
the written word that will solve them, bhowever specific it may bej
the solution 48 {to bhe found in the presupposed harmonious reladionship.

A% the enterprise level then, the gist of the so-called
collective agreement ig a mere dsclaration of principles. Aoy
problems arising out of the interpretation and implementation of
these general principles must be solved by mutval understanding
githin the familial atmosphere of the enterprise.

The Jepanese conseguently see Hemtern contractual forms
an too strict and stringent, In certain raw materials’ contracts
betwesn Japonese and Ausitralien parties, Gale staﬁeﬂé thers is a
final clange headed "nfaly to either party®™, this clause providing
that, if circumgtances should cause the full execultlion of the
contract wadue hardship, it should then be amended to remove such
an dnequity. I this clause camot be included, the Japaznese
wWill feel wary tightly bound by ths Hestern style of contract and
may probe every single detail of it, thus appearing unduly
guspicious.

Aocording to Van @ﬁnanfzho has ,;@ui twenty-five yeaxs in
Jopan, the one thing that Jepanese look for in negotiaiions is

slncerity. One test of sincerity is whether a man shews sowething

L

supnort hig presentations He *therefore advises thoge
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going to Japan to bring with them publisghed material describing

dashi, "Labor Disputes and their Settlement™, Sor
i No.20, Tokyo, 1969, p.2.

Dre. of Gollin & Co. gpeaking a8t an Aunegtralian Ioet.

of M renee }mdﬂrwu&ﬂ&inr the Japanese Businessmant,
Perth inewss Gthics - Japanese Style®, 1

«3y June 1968, ppelb=iT.
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their cowpsny eed its products. At the same tine, when the
Japanese agree to negetiate; Weglerners are wairned from making
the mistake of presenting a detailed, cne-~slded, lengithy legal
contracth. This frightens the Jepavese o he immediately
identifies $the Toreign negotiabors asg adverseries. Van Zandt
recompends that the contract should be developed jeintly in the
course of negoibiations and 4o be little more than a statement
of the poimte thet have heen agreed to znud understood.
Wegterners want the contract to indicate commitmenis, conditions,
end restrictions in precise language, which will not dbe liable to
later misintorpretations, The Japsnese, on the obher hand, feel
that she widtten agreement vhonld 2 a declaration of intention
and deal in specific matiters only where it describes the
technolopgy or mervices which the foreign company ig axpected to
provide . Ho suggeste each may find it nccessary to make some
concensiong to the other's wviewpoint in this reapedt.

Though the Japanese prefer personal commitments rather than
written contracts, foreimers need to realise thatl even when
individual Japauese appesr to bave made & perscnal commitment, this
marks the heginning and 2bt the end of nepotistions, for no
individual has ag LhOV1oy to speak for the group until they have had
the oppordunity to discumg the metior and veach a consensue. on the

~

. . . &) L.
necessary appropriaite action. Gregory Clark; an Australl

lecturing in economics in Tokyo wrevorted that there was something
ravher absurd ebout the sight of wenloy Australien officials in

Tokye, fretting end fuming when the Japsnese burzauncracy would not

honour Frime Ninister Foluda's wvegue prownise do Mr. Praser in Yuals

Tappur o re-negotiate beel guotas. He considers that anyone who
intends to conduet businsss regotiations with Jepan ought to have

y .

known That the top man does not necsusarily wake the deciglons.

. 9 o s X .
Locording to Drucker”, much of the difficulty that arvises

~
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between Wepterners and the Japanese 1g due to the faost that eanch

means sorebthing different when tallking of Ymaking o descigion®.

It is for negotiatore to understend the
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LI Javanere Understandine of Declplon-makine:

Hruak@rlo identifien ag the mein differences in decision-
making the fact that Westerners concentrate on the znswer 4o the
guestion: what should be the decision, but the Japanege
concentrate on defining the cuestlon. The important snd crucial
step ig Yo decide whether there is need for a decision. It is
the focusing on the prodblem thait is the essence of the decision.
It is in this step that Japanesge aim at atiaining consensus,

The answer 1o the qu@mtidn (what the West considers the decision)
follows its definition.

During the process that preceder the decision, no mention
ig made of whatl the answer might be, so people aye not forved to
take sidesn. The whole »process is focuszd on finding out whai
the decision is really about, not what the decision should be.,
Only whken all of the people who will have to carry out the
agreement have come together on the need to make a decision will
the decisgion be made to go shead. This means that many of the
gltaff in the Japanese firm need to be involved in the discussions,
and this tskes a long times Wegterners become wery frustraied,
especially if, as Drucker tesiifies different teams of people
from different areas of the company are brought into the
discussions, each appearing nol to know anything of preceding
discussions.

When the Japanese reach the point we call a decision, they
say they are in the action stage, when tcp mansgemeni refers the
decigion to what they call the "appropriate people?. - Who {these
are is a top managemant decision. Duoring the course of the
discussions leading up to the cousensus, it heas become clear what
basic approaches certzin people or groups would take to the

probhlem. Top managenment in ths choice of the group in effect

picks the answsr, but it is an ansgwer that will now surprise no one.:

Drucker claiwms that the advantage of this process ig that it

makes for very effective decisionsg. Having had all the concerned

people involwved in the decision-making, exscution creates noe problems.

Tr the Hestern system on the decision has been resched, tims pust

be spent in convincing subordinates, paying off those iikely to be

affected detrimentally, and ensuring that
]

decision iz understocd. Dracker point

LG

bruckey, op.cite, p.lllf.
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it is possible for the deocision to br sabotazed by the organizaticn
or to be delayed so long in the executicn that it is no longer
effective. If the period prior Vo the action stage is frustrating
for Hesterners, the length of time in executing decisions must be
frugtrating for Japanese. . By realisging that the most important

step iz understanding the alternatives available, Drucker considers

that the Japanese more sericusly exsmine the various optionsg, and
are thus lesms likely to become prisoners of preconceived answers.
According to Eallonll the benefits of consensus decision-
making ares
(i) Pewer aspects of decisions are overlooked, for moxe people
are invelved, including those in charge of the execution
of ‘the decigion.
(ii) The traumas that acoompany change are reduced, for those
sffected are familiar with the new decision and its consequences.
(iii) Perticipants feel committed to the implementation.
(iv) Bolder decisions can be made. | '

In the 1950g Japanese businessmen favoured American managsment

techniques, only to find that many could not be adapted {o Japanese
cugtons . The fault was not necesgarily that of ths Japanese, Tox it |

geems that many of the earlier theories about hierarchical lines of

command in the process of decision-making bave now been modified by
Hestern writers in favour of a more realistic agsessment of the :
influence of informal groups within the organization. Such books ag

Douglas MoGregerts The Humapn Hide of the Enterprige (1960) with its

emphasis on the need for group cc—operetion wust appear to the
Japanese to be a vindication of their methods, and it was initeresting
to see paper—back copizs of McGregorts book in Tokyo bookshops. As
the Japanese are consequently not likely to abandon consensus
decisionwmakimg, their methods for achieving consensus need to be

axamnined.

1V Methods of congensun decision-malking: +the rinpgi style of managomend.

L

The circulation of a draft proposal (r@ng§§ho} ig a
traditional Jepanese practice that was the first target for
criticism when American-style managewment was introduced inteo

)

Do, & Y . . .
Japan. Arai believes that such coriticism ignores the

11 . . \ e e . .
Robert Ballon, lecturer at Sopbia University, 30/7/][e
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Arai Shunzo, An Intersection of Bast and West, Tokye, 1971, p.l32
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higstorical and sssizl bases of these praciices. Though some

companies have discontinued the usge of ringisho in establishing

managerial consensus in business matters, the underiying cingie

style of mansgement philosophy xemains with the essence of its

application in business lying 'n the involvement of junior staff.

For the purpose of amalysis it is possible to identify

geveral aspscts in the riugi-siyle of management; by which

consensug decision-making is achieved. Theme are:

Ae The process of ringisel

B. The pingi is often preceded by informal digcussiong = nemawaehi.

C. The informal discussions may be followed by a formal conference
kaigi = to "pull the threads together™ to start off execution
of +the policy.

Bach of these agpecis is examined in more detail.

A, The process of ringisei: Ringigei in ite literal meaning is

a system of reverential inguiry about 2 supericr's intentions.
This archaic term, Tsujl Kiyoak113 claims, is scarcely comprehensible
to many posiwar Japanese, yet is commounly used in academic and
professional circles to desoribe a method of decision-making that
hag been extensively employed in Japanege government and priveie
ageneies since the early days of the Meiji era (1868-1912). Arai
Shunz014 suggests that ringl may derive from the T'ang governmental
system which was brought to Japan from China in 645 A.D., coming
into the mspotlight especially after the Meiji Restoration wh@n‘it
was widely adopted for governmenital work. It subsequenily appesared
in the managemenis of contemporayy businesses. He maintains that
nodern management specialists sbun the word ringld because of its
strong comnoetations of social rank, anthority and hureaucracy.
fmerican monagement specialists considered ringisei to be an
outetanding example of anachronieiic feudalimw, but with ringisedl
sverything except the topmost policy decigions comes Irom the
docunmented suggestions of subordinates. After being drafted dy an
official of low rank, the proposal iarcirculaﬁed among other officlals
in the ministry or agency concerned, and they are required to affix
their seals if they agree with the policy proposed. The document
works its way by circuitous paths until it finally reaches the

minigter or top executive officianl. When he approves the ringisho

B - <. 1 ; .
5Taug; Kiyoaki, "Decision-Making in the Japanese Government:
& Study of R i" in R.lte Ward (ed.), FPolitical Development in

HModern Javan, Princeton, 1968, 1973 paperback edition, p.4b]
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(cireulating decument), the decision is made.

According to Tsu11l5 the mest important attributes of the
ringisei procegs are that the initial draft is prepared by s low-
ranking official witheout auvthority or leadership statusy the
ringisho ig digcuased and examined separately by officials of all
relevant bureaux and divisions, and not at a joint meeting of the
sdrministrators concerneds although the power to grant or withiold
Tinal approval for the ringisheo lies with the highesi executive,
in actual practice he is expected to approve it without change
because of the long process of scruting by all concerred with itg
Foture execution.

It is easy to over-emphasise the ringisho as though it were
the smole wehicle of consensus decision-making. Apart Lrom werbal
ringi and executive meetings, there are other informal discussions
which have an important part %o play in ensuring harmony (wa),
which is the necessary pre-requisite for achieving consensus.

B. The informal discussiong: nemawashi. Nemawashi is the name

given to informal preliminary discussions. The primary reference

ig to the preparations made in advance of transplanting a large

,lc »

rees Gl xing & trendh around iv, cutting the thick lateral oot

0

:"7
and benﬂing the smaller roots around the earth eclump that will te
moved. According to Noda16 this process of prior informal
negotiations and persuasion among concerned parties that will be
involved in decision-making and prodblem-golving cannot be gaid to
be wnique ‘o Japan, but when the participants share lifetime '
enployment ithe weight given to such informal activities must be
greater than in other countries. Consequently, when a ringi
initiator wants to establish a certain ringi, Noda says he spares
no effort in the nemawashi of major concerned parties, especially
those whose consent is expecied to be difficult to obtain. ir
the pemawashi progess is very successful, the ringl may be merely
the formal procedure of writing and detailing the decision.
However, someitimes the participants in the nemawashi may consgider
that the ringisho has implications that were nol apparent in the
discussion, Though junior gkelf draft the ringi, Vogel1Wpiteg

of the initiative exercised by Japanese execubtives who can guids
isgues through long periods of nemawashi, arriving at decisions in

o o s . 16 .
“Toujl,0pecite, pe458 Woda, opscit., p.120.

’Gﬁ. Vogel, “Introduction: Towards Hore Accurate Concepts®
in Be Vogel (ed. ), Opecit., Pp.L149~151.
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their interest, and mobilizing personnel to =chieve thess goals.

Depending on the complexity of the matier, the nemawasnhi
can be perfunctory or time-consuming. The consultation varies
from mundane detail to broad general issues. It may be followed
by social gatherings in a teahouse or gimilar setting, so that
difficulties within factions may be settled. Nakaﬁels traces
these meetings to group meetings in old~established villagee,
where the tradition has been to base any decision on maximum
consultation. To this idea has been added the posgt-war concept
of 'democracy' which has tended to enlarge the gize of gatherings.
Thisg frequently resulite in long meetings dragged out in the nanme
of democracy. Thig causes Nakane to say that Japan is the land
of meetings, where it is not difficult to find a man who spends
more time at meetings than at his desk. If these gatherings
achieve consensus and co-operation for the eventual execution of
the policy, management would not see these consuliations as
non=productive time.

Even though the social gatherings after nemawashi may e
held after hours, workers would not expect to be paid overtime.
A8 hes been explained, work group loyalties and orientation %o
the workplace are very strohg, 80 all would want to participate
in such gatherings, and would be upset if they were excluded.
Nﬁdal9 majintains that many Japanese employees are so inwvolved
with company activities that they prefer short vacations, snd
even during wacation become restless to return to the daily life
of the company.

C. The formal conference: kaigi. After the informal discussions

and social gatherings, it is often possible for the ringi Vo be
drafted immediately. However; at other times it is neceassary to
hold a formal conference - ggiﬁggo The purpose of the conference

ig "o pull the threads together? (g&ﬁggﬁg&), to start off
execution of the policy. As it ig a formal meeting it usually

is limited 1o strategic conmiderations, leaving the tactics and
techniques to be handled through the ringisei. In some cases the
kaigi may be the most important factor, and the ringi merely confirm

the decipion. At other times though agreement may be reached at.

L8Nakane, opacite, Pp.149~151. 19Noda, opsCit., P.140.

20 . - . .\ . :
Albvert Craig, "Tunctional and Dysfunctional Aspecis of
Government Bureaucracy"” in E. Vogel, op.cit., p.22fe.
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the meeting, the final approval occurs cnly when the ringisho hase
been stamped with 21l the necessary seals.

Cralg suggests that the over-emphasis that ieg often given
to the importence of ringisei in the decision-making process may
be due to the Fact that informal consultation is hard %o see and
meetings so ovdinary that they seem hardly worth mentioning, while
ringisel is highly visible and peculiarly Japanese. It may well
algo be due to the fact that the Western negotiator may feel 4hat
the kaigi is the end of the process, only to find that he must
8till wait for the ringisho to be conmpleted. It can therefore
be eapily seen dhat such an over-emphasis on the importance of

ringisei could develope.

.
ey

V Strengths and weaknesses in the ringi style of management:

It is false lto assume that all scholars examining the ringd
style of monagenent view it as unCritically as Drucker appears to dogl
It is possible fo identify both strengths and weaknesses in the
system. The emphasig of particular writers seems to depend on
whether they are writing mainly about the bureaucracy oxr about
big ceorporetions, so for example, Ojimi Yoshihisa?gformer Admindistrative
Vice~Minigter in tha‘ﬁimistry of International Trade and Induslry writes:

¥ilo give my dmpressions, people in the ministries are not
much interegted in ringi: i1 is & mundane practice.

We congider the ringi document as part of office exmipment
along with perncile and paper...”

On the other hand Noda Kazuo?BPrOfeasor of Pusinegs Administration
at Rikkyo University, describes the way that the "managemeni boom¥ «
the wovenent to modernize existing management practices on the
model of American company management, though it brought
sxperimentation and reform, had eventually to revive the ringl
gystem, when they came to realisge the difficulty of introducing
such reforms. it is now recognised that the work load of senior
executives in big business ig lightened considerabdbly by the ringi
system. Compared with practices in the 1950z, he believes that
rined today is a remarkebly more refined system, used in a move
realistic manner. If this be the case, perhaps some of the

weaknesges recognised by earlier writers are now being rectified.

In fairness 1o Drncker he admits his over-simplification
and states that his purpose wes not to give a scholarly analysis
of Japanese mansgenent but to highlight some of those policies he

considers to have been major facltors in Japan's achievements, pP«l22.

ey
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Ao Initiative bvr Junior Htaff: Albert Craig suggasts that one

ocbvious a@vantage ig that young officlals are given important work
and vital experience from the time they enter the ministry, for

it is the lower officiale who draft the ringi. It is easy o
exaggerate the junior status of the kiansha or plan initistor, fer
according to Ned&zB he ig geperally & section chief. Gr&igag
admits that whoever actwally prepares the draft, it is the smection
chief who bears the primary responsibility and his bureau chief
who takes a share of it. Acknowledging this qualifying factor,

it would still seem that younger people are given opportunities
for meaningful work. When Craig queried this, senior Japanese
officials justified their system on the grounds that the young are
energetic and innovative while older officials have the wisdom
needed to tone down the final product.

The weakness in this practice ig that, according to &raizY,
it can lead to an over-powerful junior gtaff, if slothful or
incapable managers merely approve policy originating at lower
levels. Exposd literature on Japanese bureaucracy sees the
wadue influence of junior stafl as one of the major dysfunctions
of the systemn, Graig28 identifying within this literature two
kinds of examples of this phenomenon.

Firgt, there are those who write about the influence
exercised by subordinate officers in the decisions that led %o
the Pacific War. Craig emphasises that the majors and colenels
who served as secilon chiefs were in their middle or late
thirties, so were not that young. HMany had been military
attachds in Germany and therefcre favoured a gtrong pro-German
policys He suggeste that the ideological difference which set
them off from the senior officers was a significant factor. It
was their job to draft policy and stralegy for the services, and
they did mot usurp {this function. He suggests they were able
to make their influence felt only because the generals and admirals
themselves were divided on quesiions of policy.

The second example that Craig identifies centres on the
figure of the azmsistant secticn chief, who may be a clerk who has
not passed the higher examination, and may have a fairly loug

tenuxre in the post while careerist seciion chiefs come and gos

24, . g , 2 « o
Zécralgg opscit., p.24f. E?Nodap op.cit., pd27
?8Craig, Opecito, Pp.30 Arai, op.cit., p.133f.

T Craig, op.cit., p.255.
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While Craig would not deny the power that such subordinates may wield,
he argues that it is office power not policy-planning power. In any
syetem there are low-ranking staff members of long standing, who can
make life very difficult for newly appointed senior officers, so this
ig not unique to the Japanese cystem.

- : 2 . . '
B. Laok of managerial leadership: Aral ? congsiders thovre is a Yendency

for a gradual decline in managerial ability to occur as a result of
many years in the bottom-weighted ringi system, foxr executives come

to regard the processing of the deluge of paperwork pouring‘in

from all dirvections as a substitube for work, leading to an inability
to take the initiative. Tsuji30 goes even further in his criticism,
claiming that ringisei prevents the minigter and higher civil servants
from agsuming a role of leadership in decigion-making. He relates
the experience of a friend of his, a higher civil servant, who,
whenever he thought of a plan or policy that he wanted to effect,
~could conly send it as a mere proposal or item for future reference to
to the appropriate low-panking adminisitrator. TBven if this lowest
administrator accepted and acted upon it, he still had to wait a long
~time until the ringisho concerning that policy reached him.  Should
he have ignored the protocol of riungisei, he would have antagonized
hig associates and created disturbances in the office.

This seems to be placing too much emphasis on the ringisei,
igonoring the long periods of nemawashi where executives can exercise

initiative.

C. A time—consuming process: It is obvious that by the time the

ringisho has been completed a greatl deal of time will have elapsed.

Tsujijl complaing that the Iingisho must be examined sgeparately by
each scction, divisicn and bureau. The proper officials may be
‘absent when it arrives, or the ringisho may be inadvertently set

aside, or even deliberately held 4p by an administrator who disagrees
with ite recommendations. Tsuji explains that it is often cifficuld
1o express explicit disagreement in the face of pressures from
influentisl figures or interest groups, so sometimes an official

may display implicit disagreement by keeping the ringisho for a

long time. If be were to make his disagresment explicit, there would
be friction between him and him colleagues, and thie must be avoided at
all costs, However, surely the deliberate delaying tactics would cause

) ) O
. « ” w? . i 4
“Arai, op.cit., D134 Teuji, op.cit., p.463.
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»

friction too. Lrai3£ points out that the revolution in office
copying machines has made it possible to distribule copies of

the ringisho in advance, so that when the original eventually

comes around, the contents are known and each person can put his

- stamp on it‘immediately, It wag slways possible for *he
initiator of the proposal to circulatle the document iu person,
bowing low before each participant and requesting his seal.

Delays in approval are not unique to the Japanese system, and in
many‘resp@cts the process i similar to awsubmission that met pass
through the ranks to the responsible officer. The main difference
is that the ringisho is net circulated on a merely hierarchical
path, as Figure 1 clearly demensirates. Though ringisei in its
traditional form is criticised for maintaining a sfrict sense of
rank among administrators, in its present communications sysiem

it is wsed as a method of consensus decisionwmaking, 80 its

borigontal aspeots at the lower lewvsl are as important as the

strengthening of vertical relationships. The pogsibility of delay

in the circulating process can be compensated for the lack of delay -

in the exscution process, to which reference has already been made,

33 , . .
2% explains this is simply

- Verbal ringi also exists. Aral
& procedure whereby the staff member checks werbally with the
menager to get his approval for a plan, before £illing out a full
fermal rinpgisho. Thig procedure, though a great time-saver, hag
caused scme grave problems, Arai maintainﬁ, for the Japanese
gpoken language is vague and more ambiguaua‘%han the written
languages The subordinate may therefore obtein general permisgion
for his plans by verbal ringi but be required to prepare a writien
document which the executive will often feel has implicstionsg that
differ distinctly from thoge of the wverbal proposal which was
approved. Heanwhile the sitalf may have already started the project
on the basis of the verbal approval, and the resulting confusion may
waste more time than had the usnal procedure been followed.

De Diffusion of responeibility: ¥While all relevant administrators

exanine the ringisho, they can hardly be expecied %o have a sirong

sense of responsibility for the policy involved, because the

o ; M ana s 34

regponsibllity isg not really theirs. Tsu31“4 suggests that each
32 rai,00.0it ., Pe136 Pirei, opecit., pp.135,136
R ral, opegite, pp.135,136.
s

4Tsujiy cpatite, pPo462
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adminigtrator'e zerse of responsibility is affected by the fact
that he knows his sesl is only one of many seals, and apt to mean
no more than that. Poreign necgotiators may well complain that
v is iwmpossible %o discover who is the person responsible, for
they are accustomed to responsibility being specific not general.
Accoxding to Nodaﬁé, however, it is & mistake to asgums that
decipion-making by consensus meens that no individual assumes
respongibility, for it is divided among all membsrs. He claims
that the final complete consensus is entirely separate from the
queation of attributing recponsibility for success or fallure.
Even in cages when a decision is made by all members, if the
result is & serious failure, the representative dirsctor = the
company president - either alons or with a small group of senicr
dirveotors may take responsibiliiy for thé failure, or a junior
dirvector who has bhad no actual influence in a final decision
mey be forced to wesign.
Craig}] maintaing that the problem of responsibility oxr lack
of it in the Japanese hureaucracy ig even more complexX. The
tendency to vest all responsibility in the head of the organization
ig carried to an extreme. He cites an an example, if a {rain
crashes and lives are lost, be it sabotege or the negligence of &
switchman, the director of +the national railwsys may offer his
reslgnation. This yeaxr an example was provided by the HFinance
Hivister offering hie resignation following criticiem of his
department¥s deciglon not to reguest the return of the ransem in the
racent "high-jacking' on an aeroplans. Craig asserts’'that this
notion of responaibility was influenced by German legal concepts
adopted during the lMelji perliod, according to which total
responsibility vas vested in each minister, but it also reflects the
fact that organiza%ional golidarity in Japan is symbolized by loyalty
to its head. I% weems that Westerners assume that such work groups
are egalitariar, ignoring the hierarchical relationship of each
member of the group to the leader. It is the leader who thus has
The respanmibility, even though in the negotiating sitage he is noit
the sole person contribuiting to the final decision.

Naﬁajg congiders that a critical factor in conmplete consensus

decislon~making is the number of mewmbers in the group.  Prior o

'}; (%) 3'? ;
:8ﬁaﬁaf iv Pel22f. Cralgy opecitae, D29
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the expanéi@n of the economy in the mid 19%Us, the number of
directors even in fairly large~scale enterprises never exceaded
ten, but new a number of companies have twenity to thirty
directors. The increase wasg intended to strengthen top
management within each enlerprise to ensure that they couid cope
effectively with the rapid changes in the husiness environment.
The nveleus of this effort was the establishment of & company
organ composed of only menior directors, the g§$§§§§ (executive
copmittee of managing directors). In addition to ithe company
president; members of the executive committee number five to ten.
ddequate daily communiceltion is easily possible among a group of
this size, thus putting into practice the principle of consensus
decigion-making when it comes to items of sericus consequence.

It also enabled the executive committee to carry out much greater
top-nanagement functionsg than previously, for though Noda speaks
of consensus decision-making, it is consensur merely among the
managing directors. It would seem that it is therefore easy to
exaggerate the undue influence of subordinaite officers, who will
not bhave any part in these daily meetinge of the executive. Whe
exigtence of such an executive also indicates thet it is easiex

to identify those responsible for the most important policy matterse.

¥I Concluding Commentss

By examining the total process of consensus decigion-making
it is apparent thet it is an extremely complex agspect of Jepanese
management . Consensus decision-making is an active conscious
procegs in which the leadership explores all options offered by
a broad renge of company employees in the howe that an obvious
solution will emerge from the long discussions so that, when a
decision is finally made, the overwhelning majority in the company
can see why such a decision is desirable and necessary, =0 Noda39
asgerts that leadership iz much more wvigorous and adaptable than
many accounts of consgensus decision-making allow o  The success of
many large Japanese corporations testifies to the effestiveness of
such a system of decigior~making.

It is censequently unreasonsble to expect the Japanese 1o

abandon their form of decision-making when they find it is

C ’
39Noda? op.cito, PP144,145.
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guecessful in treir own bueginess dealings. he Japanese have made

long~term contracts with Australia, e.g. Mustralia supplies thiriy

nillion tonsof coal and over fifly million tons of iron ore o Japan,

40

all under long—term (ten- to fifteen yoar) contracts. Gregory

Clark4l poilnts out that if Jepan had insisted on Australia siicking
to all its contracts, uranium and iron~ore miners would be out of
business. Flexible contracts made asg the result of a long process
of informal discuassione, conferences and adjustments to written
documents, can work for the mutual benefit of both parties. Clark
suggests we cannot maintain the bland Anglo-Saxon assumption that
the Japanese have to learn our way of doing businessg - or elsel
Such an attitude reflects a ftendency to overesbimate our resource
importance to Japan, and %o minimise ocur dependence on Japan as a
buyer of our raw waterials.

ﬁoxgan42 reporss that in hiz experience, although the
Japanese may make concessions to Western ways of doing business,
negotiations he has had with the Japanese in the past eleven
years have nobt bheen negotiated in a Western style. He rescommends
that thoge who conduct negotiatious in a coundry where the sysicm
of eilhics is entirely different from their own, wust know the
rules which are actually opevating in the negotistions, and ithis
requires & prior knowledge of the rules by which the other side is
accustoned to play. Allowance can then be made for these rules,
and an awareness of possible pitfalls to be avoided should result
in more successful negotiations.

This advice ig applicable to negotiations with any forelign
country, not cnly with Japan. 1% may well be asked why en
wnderstending of Japanese practices is of special significance %o
fugtraliang, and this question is now examined in the comncluding

chapter.,

0 . . .
James V. Martin, Jr, “Problems of Austrsaliap-Japanese

elations”, Asien Affairs, Vol.JIl; No.d, March-April, 1976, pp.217=246.

41,

s 42
G. Clark, op.cit.; Dl WM. Morgan, op.cit.; p.57.
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CHAPIER V

THE NEED FOR AU TRALIA'S TO UNDERSTAND JAPANESH BUSINESS PRACTICES

At o conference sponsored by the Australian Indiitute of
International iffairs on 'Japan and Australia in the Seve sntiest,
held in Sydney in June 1971, Sir William Mcﬂahon% who was ‘then
the Prime Minister, said he believed that when the history of
this decade is written the changes in Australian-Japanese
relations will be ssen as one of the most significant developments
of our time. The decade is now moxe thanm half over and it is
vogasible that the recent ratificatioa of the Australian Basic
Treaty of PFriendship and Co~operation may be considered a mosi
significant development, yeflecting the changes in the relations
batween the two countries.

The purpose of this concluding chapter is to examine Japan-
Augtralia relations, bearing in mind the previous chapters on
Japansse business practices. Such an examination will include an
aggegsment of how sipgnificant an understanding of Japanese business
practicer lg for Ausiralians. Since % may net be salf-svidend
that relations with Japan have been seen as important to Ausiralia,
& brief survey of the history of these relations and their prosent
gitvation is necessary.

Y Brief Hiestorical Survey of Jaran-Australia Relationss

Hhether viewed from the Japanese or from the Australian side
the history of Japan-inetralia relations reveals bitter memories.
One of the first laws passed by the new Australian Parliament was the
Federal Immigration Restriction Act, which, when it came into effeot
in February 1902, compietely cloesed Australia to further settlement
by Japsnese. At that date the Japapese population in Aunstralia
was 3,593, and that total has never since been &xceeded.e The
digoriminatory treatment of Japaneme subjects on account of race
remained an imporitant issue in Ausgtralian-Japanese relationsm. It
wes not restricted to the guestion of immigration, for laws were

vassed regtricting the rights of the Japanese already in Ausira liao3

lfa.t.r* William Mchiabon, op.cit., p.2.

HWoarren Beed, “An Bra of Inlterdependence: Australias and Japan
Todgy™, The Yapan~mnuewpr@t@r, Spring 1974, »p.43-44 ,
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In 1921517 Japan tried to remove these disebilities; as well as o
secure her export markets, when she ftried to barter additional
naval segistance to the Allied cause in exchange for Austyaliats
entry to the Anglo-Japanese Tresaty of Commerce and Navigation,

but Australia refusged to end her discrimination.

Similayrly at the Parig Peace Conference of 1919 it.waa
Migtralia that played a prominent role in bringing about the
defeat of Japan®s atiempt to imsert in the Covenant of the lsague
of Nations a clause whereby members would undertake to accord
eqoal treatment to aliens in their territories, irrespective of
racee4 A% the outhreak of war in 1941 all Japanese residents
in Australia, and with a very few exceptions thelr Australisn-born
children - a {otal of 958 =~ were interned. At the end of the way

the Austraiian-born were permitted to remain though all but seventy-

5

five of the Japanese born wer@'compulﬂorily returned to Japan,

Augtralia was a very reluctant signatory to the San
Froancisco Peace Treaty of 1951, especially due to the provision of
limited re-armament considered necessary for Japan's pelf-defence.

A public copinicn poll taken at *the time showed sixby—gewen por cen’
of Mustralians guestionslwere opposed to the ratification of the
treaty“é It was only assurances by the United States that
persuaded Avgtralia to ratify the treaty, despite local opposition.
Bven the trade trealy of 1957 was greeted with hostile outbursis,
though when it was renewed in 1963 it was generally welcomed.

From the Japanese point of view the history of Japancses
Avetrallan relations have been mavred by Ausitralian raclst atiitudes
towards them. ¥From the Australiszn point of view the history is
cequally bittex. Enced ! Yraces Avstralian fears of Japanese
aggression back to the Sino-Japanese War of 189%5. From this time
onwards, Japan was the focus of concern, and for wmany years the
Augtralian outlook on defenns was dominated by the conviction that
Britain was incapadble of understanding the Japenese threat. Though
Aungtralia sutomatically joined in wars againgt Britain’s enenmies,
the Australian governmment siressed their country's independent role

in worldd affairs by teking steps to enable the Governor--General,

Al

e Scott, Official History of Australia with War of 1914-18,
VoleXl, Sydney 1937, pp.709-87.

5D, Sissons, ops.cite, p.202

6&«‘Enoel, 0Dl Ty Ped26 7}hidm, Pad23a

)




71

Lord CGowriz, on the advioe of his ministers %o proclaim a sitate of
war between Ausitralia and Qﬂpdn~8 Fifty years of fear angd
suspicion reached their olimax in the Pacific War of 1941-45, which
seemed Yo vindicate all the years of {talk of & yellow peril of
invading hordes of bleodthirsiy Asiatics.

17 recalls that the immediate result of the war was a

Encel
general insistence on a tough policy towards Japaun, one sgymbol being
the hostile speech of the Austiralian commander—in-chief, Sir Thomas
BLamey$ when he received the surrender of the Japanese Second Arnye
This contimued with a policy of nen~fraternisation laid down in a
directive issued by General Northcott, the first commander of +the
British Commonwealth Occupation Force in Japan, a body in which
Australian influence predominated. Australia wae determined to keep
Japan disarmed, but wes ineffectual in the face of American
determipation Yo build up Japasnese girength to counter the Commnist
threat.

EnoellO suggests that a deep~seated fear of the Japanese may

still Iurk in the psyche of many Australiasnsg, even though its

expresaion is beset by inhibitions and reseyvations in recognition

ol Japan's economic lmportance to Australia. The loosening of Tiu
links between Britain and Australia may have reduced any remaining |
regentment Auvstraliang feel towards Britain'c former enemies, buit

the situation is net the sawme for the Japamese, as they are the ouly

people to have invaded Australian territory. Australian bueinegsmen

and politiciang are of the age to have either participated in the war

againgt Japan-or to have been children in the war, frowing up in an

atmosphere of propaganda without the maturity to recognise that it

was propaganda. It ies not easy to Le aware o these long-held

oo . 11 ; ; " .
prejudices. Peter Robdnson, editor of the Australisn Financial

Review said in 1971 that there had been very litile real improvement
in the relationship between Japan and Australia within the preceding
decade, He had reported on eleven annmual meetings of the Australias
Japan Business Co-operation Committee, and had found it difficult to
discern much difference letween the issues raised a decade before and

those raised in 1971, and little improvement in the level of debate.
4.
CammcrwgaJ“H Pariiomentary Debates, Vole.l69, pp.l078-81.
1;Mnc@l iey Pedlhe inbidgv Peli2T .
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If the ratification of the Australia~Japan Basic Treaty
of friendship and Co-operation really marks an improvement since
“he wrote, it indicates the amount of painstaking negotiations
{that must have been undertaken to overcome the bitter history
of our relations, together with a growing recognition »f our

mitual interdependence.

I1 The Importance of Japan-—fustrelia Relations:

Ityia pogsible to oxamine the importance of relations
between Avsgtralia and Japan in terms of econcmic interdependence,
in terme of strategic considerations in a world context, as
possible pariners in aid to developing countries, and as a way
of strengithening multi-~lateral relations. Since it is the
intention of showing the significance for Australians to underegtand
Japanese business practices, each of these aspects of Japan-
CApstralia relations ie examined briefly.

A. Tconomic Interdependence of Japan and Augiralia: Starting

from zero in 1945, Australia~Japan trade developed rapidly, reaching
£A62 million in Australian experts to Japan in 1950-1951. 0f this
amount, £452 million was for wool and -“she remainder for wheat and
barleye 1

£416 million but rose to £444 million in 1951=1952, due to the

rapid development of the Australian economy and the consequent demand

N the same year Japanese exports to Australia were

for Japanese sieel and olther productslz. The expansion of irads
since then, both in its volume and share of the market is evident
from Table. 4.

TABLE 4.

DEVRIOPMERT OF AUSTRALIA-JAPAN TRADE HRELATIONS.
{in millions of Australian dollars)

Bzports to Japan Share |Imports from Japan 3Share
(%) (%)

1950’“"51 23 1 6@3 31 a2 201'
1955=56 173.0 11.1 4542 2.8
1960~61 323.0 16.7 130.9 6.0
196566 4704 17.3 2680.2 9.5
1966-67 58665 19.4 296.0 9.7
1967--68 64261 21l.1 343.3 10.5
196869 822.1 24.4 414.7 12,0
196970 1 021.4 2457 481.2 124
197071 1 187.6 27.1 573.6 13.8
197172 1 360.0 27 G 629 .0 157
197213 1 934.0 311 T39.0 175

12 .
Material for whole paragraph and sccompanying table from
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Japan and Ausgtraliaz are now of first-rank importance to

) o i
cach othey economically. 3

Japan is Ausiralia’s chief trading
partner, taking some thirty per cent of Avsgtralia's exports and
providing eighteen per cent of its imporis. Australis is Japan's
pecond trading partner (after the United States), normally
supplying eipght per cenit of Japan®e imporits, including half its
jron ore and a third of its industrial coal, and taking 3.5

per cent of Japan's exports. Apart from the increase in volunme,
the cther main significant factor is the change in importance from
primary products to raw materials, especially since 1960, as the

14

analysis in Table 5 demonstrates.
TABLE

CHANGES IN THE STRUC TUR}*‘ OF JAPANESE THPORTS FROM AUSTRALIA
(in nmillions of Australian dollars)

1960 1971
Share Shaye
Jue y Value
velue ) ()

Row Wool 222 64.5 235 13.4
Other feoriculinral

Products 40 11.6 397 22,7

Hinerals 58 16,9 | %42 53.8

Manufactured Goode 10 2.9 132 T5

Others 14 4l 46 2.6

Total 344 100.0 1 752 100.0

The most wviital part of the trade for both maitions is Augtralials
raw materials. Kahnlb lists the discovery in Australia and
elgevwhere of large new mineral depomits as one of the favoarable
internationnl conditions that contributed to ravid Japanese growih
P
rvetes, while Martint® claims that Australia’s prosperity depends om
their sale, for there is no prospecitive &lt@rnaﬁive buyer° Japan
Jente to assure access to minerals, and eighty per cent of Japansge
invegtment in Australia is in mineral extraction, primarily in the
form of a minority equity in joint venitures, Hohimsenli suggeshs
that as the Japanese, unlike many other investors, are not basically

interested in setting wp wholly»owned subsidiaries, they should be

13ﬁigu*ws in this pava raph from Marting orzglia, P21
Table taken from Reed, 00:.01%t.;, Pe4T.
Lmhn, opeCitey PaB6 Dmartln, opecite, P220.
7Rab1nsgn, 0paCite; D155, o
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encouragzd to invest in Australia. Whether they will be permitied

to expand depends partly on the attitudes of those governing Australia.
The main sgsurence that Japanese require is that if restrictions are
made againgt foreign invesiment, they apply °qua11y to all Torelgners
irreapective of race.

Marﬁinlg devotes a whole article to a discussion of problems
in Australian-Japanese relations, efich of which highlights the nced
for an uwnderstanding of Japanese buepiness practices. One of the
main economic problems concerns the perennial bilateral trade halance,
with Japan regularly buying twice as much fyom Australia as it sells
to’Australiaa In an effort to correct the imbalance, the Australian
car market was inundsted with Japanesge carm, causing repercussions
for Australian car manufacturers and their employees. This led to
negotiations to entice Japanese car makers into joint venture
manufacturing in Australia, jiggefing the tariff to promote jJjoint
ventures, and putting resgtrictions upon car imports. It is obwvious
that a great deal of patient negotiating must have been necessary
bafore the agreement was reached in July 1975 for the government of
Australis, Chrysler, Toyota and Nissan (Datsun) to uild an 4100
million plant in Australia to make Toyotas and Datmuns. These
Joint ventures will have Japarese and Australians working together;

80 it will be necessary for fustraliansg participating in these
ventures 4o understand <the Japaness approach to management problems.

The gecond major economic problem Martin considers to have
been caused by the breakdown of the internaticnal monstary system.
Prior to Decenber 1971, long-term supply contracts between Ahub ralls
and Japan vwere written in United States dollars and made mno allowances
for exchangs fluctustions. ¥When a Japanﬁse’trade and investm@nt
survey mission visited Perxth in March 1973, the Premier of Hestern
Australia requested the Japanese leader to persuade hig asscoclates
to remnegotiatelthe iron-~ore contracts. In the ensulng talks with
Japanese yuroha&arr, the Avstralian companies vigorously supported
by the Augtralian government, managed to adjust the oonhraCuw{9
This was due most likely to the Japanese rocognition that the changes
in %he exchange rate made the original ierms of contract unfaire
It is . to be regretied that more recent long-term contracts have not

received a rveciprocal flexible response from the Australian side.

G, . 19 ‘ L
g Martin, op.cit. “Reed, op.cit.; pe50.
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One can ses that the traditional Japsnese attitude to contracts is
moxe in keeping with rapidly changing circumstances, and could
benefit either party, and ensure a more harmonious working
relationsghip between the two countries. All the economic

problems MHaxlin discusses show the need for Australians to understond
Japanese business practices, because of the great econoaic
interdependence that exisits between the two countries.

Be The gtrategic importance of Australia and Japan: Though Bxpo ¥70

may have been the first time to have highlighted the fact that
Australia and Japan ave neighbourz on longitude 1350, Australia has
always been aware of Japan's proximity, for many years as the source
of the threat from the north, ard in nore recent years as a close
trading pértner, Japan-~-Australia relations cannot be considered in
isolation, for they are affected by the international scene, Japan
and Australia have & common interest in political stability in their
region, and the United States and Great Britain's disentanglemeny
from South-Kast Asia is obviously an important factor in drawing
Japan and Australiz closer to one another. Richard Mascnao points
out that Austrelis bas a tendency for a single mother figuve, first
Britain, then the United States, and now could come to rely too

. .
much on Japan. Millerdlv on the other hand, does not consider that
Jepan has any intersst in occupying the wvacuum the United States®
withdrawal from South-East Asia has created, and will not offer any
countyy the kind of guarsntee the United States gave to non—commuxist
countries in the area. He comziders Japan's main interest will Lie
in asserting its own independence while cultivating friendship with
ag many other countries as possible.  He acknowledges the
possibility of Japan arrvanging joiuwt defence production agreenments
with other suppliers such as Austrelia; snd of activities such as.
julint navel exerciszes with maval powsrs in the Pacific, including
Australias

Such dafence agreements and joint exercises will require
consultaticns at government and deparimental levels, reqguiring
Augtrelians working in such areas to understand the Japanese ways
of handling staff and the use of consensus decisgion~making.
Defence production will involwe the large enterprises being brought
into the consuliations, so one can see that Australians will need

o :

Miller, ibidey pdT7.
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4o he aware of ‘the complex linkages beltwsen Japanese government,
boreaucracy and big business, for strategic and not orly for
economic considerations.

G. The porgibility of Joint-aid projects in South-Nast Asia:

t the Conference on ‘'Japan and Australia in the Seventies?,
there were discussions sboul the desirability of joint-aid projects
for South-East Asla. Miller22 claimed that the Japenese notion of
econonio aid ig different from Australia‘te. He attributed this to
a lack of a sense of guilt that characterizes Western peoplels
attitude to the under-developed countries, and a lack of that
humanitariaa urge on which so much Western effort in the aid field
has been based. He maintained that the Japanese see no sense in
giving other people money 1o spend as they please, bui counsider it
sengible to provide them with things which will develop
particular regources on which an increase in bilateral trade can be

3

based. DryﬁdaleQ , on the other hand, while ackndwledgimg the
emphasis on mutuwality in the aid operation in Japanese aid policy,
maintained that there is a humanitarian element in Japanese aid
programmes, and Australiane nesd %o avoid beivng culture~-centric in
Jodgments on such important policy maiters.

Japan and Augtraliaz are already wmembers of much multilateral
ovganizations ag BCAFE, ASPAC, the Asian Development Bank, the
Colowbo Plan and the Development Assistence Commititee of the CRELD.
If there are also to be jJjoint Japarese-~fustralian aid projects in
Sontl-Bast Asia, it is obvious that nothing is to be gained by
Australians maintaining their form of aid ig muperior. Dryvadale
acknowledged that the official aid component ig very high in the
Aurptralian aid programme, while the invesiment and credit aid
coieponent is very high in the Japanese aid prograome. There is a
place for each, so there is a need for Japanese and Australians 1o
work together to provide an integrated programme that will allow
the developing countries in the aresa to receive the maximum benefit.

It is apparent that this is another area in which Japanese
and Australians need to understand one another. The Japanese are
already familiar with Western ways, but Australians need to
appreciate the Japanese situation more. One of the factors that

helped Japan vecover from the effects of World War II was massive

7
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Amevican aid. Hewever; as has been shown iu preceding chapiters,
other important faclors in Japan's economic recovery was the
co~operation of government, bureaucracy and business interests,
together with the bard work and dedication of the Japanese people.
All money given in aid hat been repaid to the United States, and
Japan ig proud of its independence. If their idea of aid is to
help develop particular resources to increase trade, this ought

not to be judged to be motivated by self-interest only, for in

the Japanese experience this has proved to be a way of regaining
independence and sxpanding the economy. In the joint consuliations
that will need to take place, Australians might well acknowledge

the achievements of the Japanese people and the contribution their
experience can make in asgisting the economic development of the region.

D. The development of multilateral relations: The American

futuroclogist, Herman Kahn, foresszes an increasingly profcund
Japanese influence on Australia, socially and culturally as well
as economically, forcing Auvstralianeg away from "their rather
parcchial and inbred life into the most stimulating and cesmopolitan
aximtence."24 Prior to the post-war migration programme, Australian
culture was almost exclusively Anglo-Saxon in origin.  Now many
Auptraliang ere beginning to value the cultural hewxitage of the
uropean-born Anstraliang, but we need also to appreciate the
further enrichment that an appreciation of Agian culiure world dbring.
There are aspecis of Japauese culture that have a growing
poyalarity, from ths cultivation of bonsal ‘trees, traditional
flower arrangement and tea cevemony to Japaness forms of self-defence.
These, however, tend to be shudied in isolation, and may cver-emphasise
traditional aspecte of the Japanese way of life.,  What is alsc needed,
if we are to develop a mensitivity to Asiens, is an undergtanding of
the way of life of Japarese people in a highly urbanised sophisticated
pogt-indusirial society. As a result of thousands of years of
historical development in isolation from other countries, Japan hag
developed a socleity that is decidedly homogenecus in comparison with
other countries. They have consequently devised their own solultions
%o the problems of their societly, but as many of these problems are
similar to those of other countries, the =solutions they have found
merit cur siudy.
24

Fahng op.cite; pe.207.
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- The ratification of the Basic Treaty of Iriendship and
Co~operation places Australia in & special relstionshiy with
Japadi. ; He therefore need to take every opportunity for undepe
gtanding Japanege practices to develop this friendship and
Co=0 Peration. At the same time there is a danger that the
two coantries could form an exclusive affluent club, igunoring
gther countries in the region. Japan is only one of our Asian
neightoure. He need to develop frieundship and co-operation
with other countries too. By developing a sensitivity towards
the Japanese people and their way of life, thim can lead
bostralians to develop a similar attitude towards other people
in the region and a simlilar examination of the solutions they
are adopting in coping with the problems of a rapidly changing

society, problems that face most of us.

JIY Conclusion:

FPor all these reasons, it has been argued, an understanding
of the Japanese people and their business practices is of great
gignificance to Ausirallans. There is much to admire in the way
that the Japanese people have worked together to restors their
countyy's economy, and they have reason 4o be proud of their
achiavemente. Japan is now ancng the moet advanced countries in
the world, and desgeyves treatment as sn equal partver in any
negotiations undertaken by Auvstralians at every level - government,
ministerial department and private enterprise. 1% needs to be
recognised that the links between government, buresucracy and big
business have helped in the Japanesge pogt-war recoverye. At the
game time, it cannot be assumed that an agreemsnt with one is an
agreement with all three; for the linkages are extremely comnle“e
The Japsnese government is subject to many conflicting demands {rom
pregsure groups within and outside the country. These conflicts
mast be resolve through a series of consultaticns until & consensus
is reached. Australians will need to be patient while these
negotiations are taking place, realising thst once the issue hap
been mettled, a very speedy execution of policy will follow.

Auptralisng and Japaness can expect to have increasing contacts
with one another. It would seem that the {frecdom for foreiszn
investnment in Auvstralin that existed prior 1o 1968 ig not likely to
be repeated, 1rresp0013v& of ﬁhscacvnr political party is in power.
A growing interest in joint veatures can be expected, and this will
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heighten the need for more Australians to understand aspects of
Japanese managenmant. The Japanese for their part will hawve 1o
come to terms with Ausitralian unions and award wages. * 0On the
other hand, there ig muach that Australians might learn from
Japanesge executives about naking workers feel they are people

not Yhands", and can show them ways of raising morale,; working
together in small groups and responding to changing situationg in
more flexible ways. AT the same time the Japanese emphasis on
gales volume and the Australian emphasis on profit marging could
create difficulties. To avoid confrontation there will need to be
a willingness for both sides to diecuss matters to reach sclutions
that will satisfy all participanis.

Japan will have a continuing need %o obtain raw materials
from Australia, and Australia will continue to want ﬁ? sell her
primary produsts, energy resources and minerals. While long-term

‘contracts may appear to be in Australia's interests for long-range
planning, such commitments could become a risk. It is becoming
cheaper for Japanese companies 4o set up joint venture factories

in Xorea and Twsiwen, thus reducing the need for energy at home.

The Japanasé demand for coal and uranium could change, while on

the other hand changes in the Australian political scene might make
it difficult for Australians 1o keep long-term contracis. ).}
flexidble approach more in keeping with the Japanese traditional
way would appear to be more realistic. '

Above all there is a need for a relationship of trust to be
built on both sides, so that the bitterness of the past history of
Augtralisn-Japanese relations might be forgotien in & new

undergtanding for which the Basic Treaty of Friendship and
Co~operation ig the writlen word of intention. Only then will
futvre history judge the development of Japanese~Ausiralian
relations to have been the most significant development to have

occurred in this decade.
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