
ABRIL DE 1995

IPEA

40-fls

SÉRIE SEMINÁRIOS N5 2/95
DIRETÓRIA DE PESQUISA

SEMINÁRIOS SOBRE ESTUDOS SOCIAIS E DO TRABALHO

The Contemporary
Transformations of the
Japanese Wage L©ibor Nexus
in Historical Retrospect ancL
Some International
Comparisons

Robert Boyer



SÉRIE SEMINÁRIOS N9 2/95
DIRETÓRIA DE PESQUISA

SEMINÁRIOS SOBRE ESTUDOS SOCIAIS E DO TRABALHO

The Contemporary
Transformations of the
Japanese Wage Labor Nexus
in Historical Retrospect an<bU
Some International
Comparisons

Robert Boyer

ABRIL DE 1995

Instituições Participantes:

Instituto de Pesquisa Económica Aplicada (IPEA DIPE )
Instituto de Economia Industrial (IEI-UFRJ) .dereM/DEISO/DEIND)
Instituto Brasileiro de Geografia e Estatística ( (IUPERJ)
Instituto Universitário de Pesquisas do Rio
Universidade Federal Fluminense (UFF) /pHC-RJ)
Pontifícia Universidade Católica do Rio de
Universidade Santa Úrsula (USU)
Escola de Pós-Graduação em Economia (t / ( (BNDeS)
Banco Nacional de Desenvolvimento Economico

                                



Instituto de Pesquisa Económica Aplicada

O Instituto de Pesquisa Económica Aplicada - IPEA
é uma fundação pública vinculada ao Ministério do Planejamento
e Orçamento da Presidência da República.

PRESIDENTE
Andrea Sandro Calabi
DIRETOR DE ADMINISTRAÇÃO E DESENVOLVIMENTO INSTITUCIO NAL
Luiz Antomo de Souza Cordeiro

DIRETOR DE PESQUISA   
Cláudio Monteiro Considera
DIRETOR DE POLÍTICAS PÚBLICAS
Luís Fernando Tirom

DIRETOR DOCENDEC
Adroaldo Qumtela

A SÉRIE SEMINÁRIOS tem por objetivo divulgar trabalhos
apresentados em seminários promovidos pelo IPEA. Os
textos são reproduzidos a partir de originais do(s) autor(es),
não sofrendo nenhuma revisão pelo Serviço Editorial.

Tiragem: 45 exemplares

    
               
                  

      

IPEA/DIPES
Av. Presidente António Ca                    
CEP 20020-010 • Rio de Janeiro. RJ • TeL  (021) 292-5141 Ramal 124



Preliminary draft. Comments are welcome

please do not quote or cite without author’s

authorization

         

THE CONTEMPORARY TRANSFORMATIONS OF

THE JAPANESE WAGE LABOR NEXUS IN

HISTORICAL RETROSPECT AND SOME

INTERNATIONAL COMPARISONS.

Robert BOYER
Visiting Professor, HITOTSUBASHI UNIVERSITY

The Institute of Economic Research, Kumtachi,
Tél. : (81) 425-72-1101 Ext. 4802 - Fax : (81) 425-75-4856

?aper Prepared for the seminar on «The Regulation Approach to Japanese Styled

ap'ta,i$m », January 28-29th, 1995, Kunitachi, Tokyo 186





THE CONTEMPORARY TRANSFORMATIONS OF THf r a d a m
LABOR NEXUS IN HISTORICAL MTCOSPECT WAGE

AND SOME INTERNATIONAL CoSsons

Robert BOYER
Visiting Professor, Hitotsubashi University

abstract

The J^anese economic institutions are currently undergoing some significant transformations under
lhe pressures of an unprecedented recession, recurrent political pressures from the American govemment and
the hollowing of the productive system due to the strong Yen and a rapid delocalizalion of many manufacturing
sectors to Asia. On one side, a culturalist interpretation emphasizes the permanence of typically Japanese
features, which would be observed in the long run. On the other side, conventional neoclassical theory
considers the end of the Japanese exceptionalism, under the impact of the globalization of world competition
and the irreversible opening of the Japanese society to foreign influences.

A more institutional and historical analysis challenges these two conflicting interpretations. The paper
investigates more precisely the emergence and the nature of the Japanese wage labor nexus. i.e. the
configuration for work organization, skill formation, labor mobility, wage setting, welfare and Life style. It is
first argued that the contemporary nexus between job stability, wage career. continuous up gradmg of skill
within the large firms, allied with a significant but steady inequality within smaller firms. is not a long term
datum of the Japanese society. Back to the beginning of this century, the Japanese leading corporations hax e
deployed explicit strategies in order to stabilize the core workers who were necessary for their competitixeness.
whereas the second world war has triggered veiy important reforms in labor laws. which still play a role in the
90’s. The first oil shock has induced another important feature in the emergence of companyism i.e t e
acceptance of slower real wage increases in order to preserve competitheness. e ^parie^no/totallv
has experienced significant transformations during previous episodes . e curren
unique in the redesign of the previous configuration.

Many obsetvers think that due to globalization the Japanese econornywmha^to

Standard model. implicitly the American or Anglo-Saxon one . gam. us Sweden) suggests that the
components of the wage labor nexus (Germany. Japan. rran ’ >arien. which persists or even exacerbates
American or British configurations are only one among a S1^\e nennãnv or even Sweden : the di Vision of
during the last two decades. Under many respects. Japan is ctose incentives and conunitment
labor is built upon competence and not at all a precise tas .nlernal to the large firms and orgamzed with
are more important than pure coercion. Labor mobilitx is mai • t0 macroecononuc disequilibna and
the help of State subsidies, whereas wage formation is highh 1S qulte efficient when world
"age career largelv firm specific. It tums out t t su pnCe reductions.
c°mpetnion is built upon quahtv, flexibility and innovation. g

r rnix of decentralization ano
But the major Japanese originality re*ates can be embedded into a grwth

^chroruzation. Therefore. the basic features of a sfall jn the ^on of labor, butt th

ogenons technical change. The size of the and conunuous innovations.30^ competence
Jnk and file workers play a role in promoting s(óll labOr nexus; iarge1} of JJnese growth and

rei,, 7nglneers for more radical in"ovatI0ns- . t0 understand the two p ^^on of labor and
e ed techmcal change. The model is then use expioited Fordist pnnap induced the most
inorA-.^- Performance. From 1950 -knrk the general slo in.:Sdf!omea Toyotist wage labor
siBb^"18 returns t0 scale- After the firS,‘ but this country has then be demand pattems and

cam decime in growth rate for Japan. bu thtc responses to changi g
since it has aUowed product differentiat.on and q

^es' a and conunuous reforms, chown much more adaptab . ^^o.^on model
tha To conclude. the Japanese wage labor ne.vus^ as^ from convergíng tova^ economJ- instlluUons. but
Con^Uaily considered- whereas industrial re or the immobib . J^nd intemauonal contextc.

the 1SSue lhe 9°’S " "a0' mco^hthe new soc.al demands

lbtj to be reformed again in order to pe



0 THE JAPANESE CONTEMPORARY ECONOMY IN THE LIGHT OF

REGULATION THEORY.

This approach was first inniated by a long term analysis of the transformations of

accumulation regimes for the American capitalism. Then, the same methodology was applied

and extended to the French case. Thus the regulationnist approach has been implemented and

simultaneously generalized by the multiplication of national case studies, from Europe to Latin-

America, from Rússia to new industrializing Asian countries. At each stage, the basic concepts

have been made more precise or redefined, whereas the initial concem for macroeconomics has

been extended to a larger variety of tools. The present State of the theory is far different from

the configuration of the early beginnings, twenty years ago (R. BOYER, Y. SAILLARD

(1995)).

The Japanese capitalism poses a special challenge to this emerging theory. Firstly, it is

specially important to understand not only the erosion of American fordism but the ability of

Japan and possibly Asian NICs lo define an alternativo to Western oapitalism. Secondly.

contrary to other approaches, this is no. a matter of mero itnplementation of an already

completed theory boi a question of ad.ptat.on, search for ne» dehntrions and generatanon

Thirdly. many Japanese and foreign scholars have already analyaed the aecnmul.t.on process tn

l «Pt reached an agreement about the pre, post
the light of regulation theory...but they have n y xztvamáCTTI J A PECK

, T case ÍY. MIYAMACH1, J.A.
or neo-fordism which would charactenze the ap

(1993); Y. INOUE, T. YAMADA (1994)).

■ “1 and deals only with the

dst theory of the wage labor nexus

the contrary what are the

which are specific ? This

This is precisely the task of the joint project on the Japanese mode of regulation and the

CUrrení seminar is devoted to finding out some common results which would emerge from

°Us research. The present paper is only a small part of this process

Ov*hng issue ; given the current State of the regulationnist —

which results do apply to the Japanese case and on

Ponents and the articuiation to other institutional forms
'"'ro*«ion briefly preseMs the major findings derived from past research. argoes in favor of

*" »»tas which combines bolh histórica! retrospect and comparativa anatas and Snally

out the major fl„dmgs derived from snch a cross feniliaalion.
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PI : Political stniggles and strategies out of structural crises are key úigredie         

transformation and emergence of new wage labor nexus. This means that a pure theory f

labor market might be esthetic and quite satisfactory for the theoreticians but ít
’ cannot

capture the more essential features of capitalist transformations if so-called «labo

markets».

1. The seven pillars of the wage labor nexus analyses.

What have we leamt from the rather large volume of theoretical, applied and hi«

investigations about WLN 1 It may be convenient to sum up these findings under the headlnc

of seven major propositions.

P2 : Cemseguemfy. ewn ifihire are broad histoncal epochs. the configaralion of lhe WLN Is

largely epecpe „ each elmy BasicaU),

nature of labor laws, the objectives and organtzations of unions, the relative intponanee of

pnvate conttacts and «tUective agreentents..,, « Régulation » theory argues that these

configurattons eannot be an^ed itt te™ „f tmperfections or fnotions with respect to a

fordism^eneral Ci!e “ be 'he te'°n °f pure “d perfect labor marke! °r tyjncal

P3 : F°r moder" capitalist economia ,h„ u
* ° major ingrediem oft' C°haSlVeness °f ™™iS components of the

majontv of the wnrf accumulation regime. Basically, wage-eamers are the

crucial in explaining the direct' °r®amzat’on an<^ t^ie Pay sYstern are

i*1 income distribution The °^tec^™ca^ change, the degree of equality

toe wage-eamers had not been i excePtional growth would not have occurred if

° mass-consumption and mass-production.
P4:^»»geí(Iiw„eajta!to

a,n a víable accutnulation re ? °^er institutiortol forms in order to
°P^al contigo of JWe- Economic theory should not look for a single and

í* C°ntext : Quite on the co 300 mdUStrial re*ations whatever the social and

e lnt0 account the structUraJ " the ^«itutional approach builds models which

'He .onetat, -h. wage labor nexus, the

e mt“re of the Stat(. When on th ” '"sen'°n the intemational sy»'”
tng cont

rary, One Observes a mismatch between these
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^.runonal forms, slow growth, potential instabilities and   

are the direct expressions for an unbalanced accumulation regime 

p5 ■ The very implementation and success of a WLN triggers slow stmctural transformations

which might end up into a qualitative change in macrodynamics. Old as well as new neo-

classical theory assumes that economic agents optimize their acúons in order to converge

toward an equilibrium, where by definition all the vanables are stationary. By contrast

« régulation » theory stresses that the success of a given set of institutional forms puts into

motion a slow erosion of their ability to channel the disequilibria and contradictions of

accumulation. Adverse stochastic shocks are not to be blamed for the exhaustion of a

development mode : very often, they only make apparent the underlying weaknesses of the

existing economic organizations and institutions.

M : n,s process may end up imo e.iher a margina! rransjormm.or, of du . régidairon .

mode or a srructural crisis. This depends upon the seoerity of the oontrad.ct.ons «hich

permeate the accumulation regime and the ability of collective actors to bargan and agree

A tA rpeoncile the institutional order with the
upon new social compromtses, m ord pure «onornic rationaliry or

reates of the ao— regime. a «e, o^ *

efficiency principies, stnce the pol.t.ca are differs s0
redesign social relations. Il is why. the pattem of smrctora

countries and epochs.

and go«med by a crnnpks sei of

P’ -■ a™g Mural crises. * ouicome is Convent^ economic theoty «

economic be^iors
^oflo^detenrnmsttcpro^^^^ ,

•" fact are totally exogenous. wlnch jf not

Process is set into motion by « doriI,s «ructu-a

results given the vanishing o PaS froin that expec that the

411 cases, the final outcome is qui*e 1 liticians or expe«s aC ,f many of its

^re powerful agents. For instance, ew be fordism-

  w*y out of the great depression of

^Sredients were present in sonae sc
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uo ,hese conclusions apply to the Japanese transfo™.,o„s rf* *

This paper Pro"des a rough tes. of these hjpotheses, accordmg to the followang ntethod

2, Combining historical and comparative studies.

Clearly. the Japanese economy is undergoing some significam transfomatioas. km

jcholars do not agree upon the iong tertn impact of the vursting out the bubble and the current

recession.

0 At one extreme of the spectrum, some point out that the Japanese wage labor nexus

(JWLN) is specific to this country, since its coníguration has to be traced back to the very

process of constitution of the Japanese society. Basically, the prognosis is that job stability

for instance is to remain, since it is deeply rooted into century Iong traditions.

0 At the other extreme, other social scientists argue that Japan might have been an exception

in the past, but no more in the future, for globalization of technology, tastes, attitudes.

finance and capital wili irreversibly erode any national specificity, however strong thex

might have been in the past. The pure model of theory should apply everywhere, since it is

the very characteristics of scientific reasoning to sort out invariant laws. In real economy

life, the strength of the theory is progressively imposing itseif to rational agents.

be addressed at : is there any reason to think that the
A second issue has then to expJaining first the Japanese exceptional

sPecificity of the JWLN has played a Posl competitiveness observed since the first oil

Post W.W.II growth and second the ou SUCcesses would continue
sh°ck (section III) ? The new growth th ry gpecificity of the increasing

for ever, given the path dependency of 1

The choice is no. only a marter of persona! persnasion bu. can be enl,ghte„ed by ovo

«hods (Diagram 0.1). On one side, avadable his.cnc.1 sondes and symheses can aon.aiiy

 l fkp IWT N remained basically unchanged since one^wer to the underlying key question : has the JWL .
^rm^inns including complete reversa! of basic

^ntury or has it undergone significant trans >
f nv enpcialists of industrial relations have tned to

(seenon ]) , on the other *

the Japanese confi^a.ion —" speed up dunnç the last

’PMese exceptionalism ,s erodmg . on^ Qf |jterature

0 decades (section II) ? This pape » régulalionnis. research.
a special emphas.s upon the prev>ous rcsults
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h ,s even quite uAely       econonty should rentain around a steady and f«

path . tbe Harrodian tófe-edge irfty is no less eonvtnetng t a„ the Solo™.

; J atou. .be bud. in stability of the growtb proeess. « Keguiat.on,, beo. provttUs a

dLnt analysis : d^e processes are basically non-lmear, therefore the economy may

experience transitions for one regime to another, as soon as the reoumng process of

aecumulatioo slowly bat constamly alter the msttotional forros and ultirnately the vtaMtty of

the prevailing regulation mode This is specially enlightening for the Japanese wage labor

nexus.

                           mbedded into the educational system, on the job trainínS and jk
continuous upgrading of quality. Basically, it is far more realistic to carefully invesfr,gate th
pre-requisites for an ongoing fast and stable growth pattem : they are not antÍOrnahcaJ|v

satisfied neither by market mechanisms, nor State interventions.

But these long run trends have to be combined with the disequilibna associated to the

  bubble and boom penod : the length and seventy of the 1991’s recession express a significam

ange in the previous «regulation » mode and conversely these new short run adjustments

speciallv th§ P UP°n the Viablhty °f the preVÍ0US configuration of the JWLN. This is

  fõZtZ. *h is —-period, in order t‘S “ C°”pare lte eP‘“de with the two oil shocks and endeka

^oty^ecMoJZXlêi””"5-^ Ch“SB " “PMty *° reSP°”d
the inner transformations of wo k COmPetÍt'On This caíls for a more detaiied analysis of

responsiveness to macrnem at'°n’ *nterna* externai labor mobility, wage

“nportant to disentangle between WC *S ^nT1S ^nanc’a* performances. It >s

and médium and long nm transfonL^ adjuStments which basically reversible

the IWLhí. Both macro and sectoral e t*a**en8e ide previous configuration of

taken into accounl in order to delivw 'fdexes and some case studies are to be jointlf

rS°m'Prel™^hypotheses.

Fmally, the hypothesis abou, the ,tnictoral compaMty of ,he five ^tional fo""s

has to be checked against the current transformation of the lapanese eoonomy. I» ^a-

major drsegmhbna and nncenamty are no. neeessmy mteroM to the IWLN but derive ft»»1

posstble uteompatMities with a more for^ a ,^ficant
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an

of

Hberaluat.on, no. .o forget the evolunon of lhe intera.ron.tJ

,he Japanese market to Amencan and Enropean

difficult for a theory which put forward the lack of »nv . d * P g
r , y tnct determinism in the issue to the

pesem cnsis of the Japanese regUatioa mooe Nevenheless, the relative likettood of

altemative scenan, can be assessed : is there any chance for lhe JWLN to converge to„ard

American System, or a German one ? «Régulation» theory suggests a strona inertia

institutional forms, permanenl hybridrzatron mnch more than tonvergence toward a single

configuration for industrial relations. Globalization does not mean the end of history, nor the

phasing out and the unimportance of the nationai State, quite on the contrary. The wage labor

nexus might be the best example of this strong nationai flavor of most institutional forms

But any methodology has to be assessed according to the potential results it may

deliver. Thus, a brief account of the main conclusions of this paper are to be presented in this

introduction.

3. The cultural and neo-classical explanations have to be overtaken.

The investigation delivers an assessment of the seven regulationnist hypotheses and still

more it provides a specific diagnosis for the present State of JWLN.

Cl : Typically in Japan employment stability. on the job training, wage career and labor

market segmentai,on are complementary. they are not a cultural legacy but an

institutional construction. Basically, an extreme and excessive labor mobility prevaiíed

„ J ■ Hprades aso This was not necessarily detrimental to
one century and again three oecaces ag .
Japanese growth and catehing up, qmte on .be «- **•

observers nowadays consider as a typically Japanese cu« legaey (ceoperapon « »

, ■ I r*,™, search for competitiveness...) has been
the firm, accep.anee of .ectanca * oa wMcb tad , majof

Sigmficamlyreinforced.md.nsomec.se ,djusMd over one

mpact. Thus, if the JWLN has md the neB decade. There e»sts .

«ntury, such ehanges are not u . ey dfl(jiiiDia

margin ofad.ptabi.ity and oftheWLN.

betv/een cultural « fixism » and neo

Sigmficamlyreinforced.md.nsomec.se
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,ns of the JWW are Present °ther °ECD countri^. oniy
C2 ■_ Mauy individual cornP°n̂  j$ ^fic to Japan. Again, many analysts forget tha(

their structural compatt tt corporatism have not been invented by Japanese

patemalism, company-^m o^^ « attractor » for industrial relations. The inducetnent

managersbut define a ernbedded into society wide cultural values, sinceby

to cooperation is not excus (or French, Or German...) firms have been

tqUateZZsXThaviors and performances from their entployees. The basic

Xe is that tnstead of defirung the equivalent of island of cooperatton wtth an ocean

Lversanal tndusmri relattons and mar.et competttion, qutte on the contra., the

impulsed by large firms has been permeating the Whole economy and suppomng

an oriãnal reculation mode. It is therefore erroneous to try to capture the so-called

«Japanese model» by a stngle devtce (just in time, bonus System, ohnotsm,...), however

appealing anv monocausal explanation rmght sound. The JWLN is largely idtosyncrauc

even if in retrospect theoreticians can find out the social and econormc rattonales behrn 

the whole spectrum of observed configurations.

p ese economic performances afier 1973 are closely related to a specific skill

s country it is specially importam to complement the wage labor

nexus analysis by a study of the methods and organization which are upgrading general

C”*«y « profa,ona|°’ned with in house and on th ' dernocratic educational system is

VÍS1°n of labor. Thus technicaí rh order to promote social and technica!

in J*e with market nge ÍS b0th totked to dynamic increasing retums to

°vations. Consequently, the k CUmU,atinS of marginal and grass roots

difie?emi the secíors benefit first from rapidiy

^s abi]J10n°fpr0dUCtSwhichwouM k 3 C°nStant uPgmding of quality and

detoitely n FeSPOnd t0 ^notnic flu °f Feach under a typically fordist WLN.

^^rastL^' S° ^h regi^,OnS’ UnCertainty technicaí change -s

tIOnal trajectories of T ° * ^^eantly different, as exhibited by

of JaPan and the US.

C4 : There is not any wage labor

the emergence, the ri se and texns which would be optimal any time cmd any^^1

^mely ihe current crisis in Japan does suggesi



the vtab.lt.yof any WLN ,s mdexed by ,ts maIch  

forms, which are cons.an.ly al.ered by ,he Kry pTOss of Tte

markets call for h,gh and ralher s.able growth, large invesimen, in RD and training. Iott

real inferes, ra.es Entployment stabiltty supposes a sufficien, producl diversity and a

large space for internai mobility of labor i.e. a form or another of oligopolistic

competition (main bank, joint stock Holding, keiretsu). Long working hours, strong work

ethics and acceptance of hierarchy and authority within the firm suppose an adequate

« habitus », manufactured within the family and the schooling institutions. Finally, a

stable and permissive intemational regime has been quite instrumental in sustaining the

JWLN. If on the contrary, any of these pre-requisites are no more fulfilled, the previous

configuration might be destabilized. This seems to be conrrently the case at the very

moment when every manager or politician was dreaming to «import» such or such

component of the JWLN 1

C5 : The Japanese wage labor nexus is currently victim of its own siiccess. Contrary to the

rational expectations school hypothesis, the more carefully designed strategies are unable

to imagine ex ante the results of their complex interaction. This triggers a slow erosion of

the parameters defining the regulation mode, which up to a threshold leads to

unexpected and in any cases unfavorable puzzle. The maturation of Toyotist methods

brings an excessive capital deepening, whereas their exportation and imitation call for

faster and faster renewal of products, an evolution which mitigates the initial successes.

Similarly, the large manufacturing surplus is converted into financial assets, which shifis

the relative power away from industry,in favor of banking and exposes the exchange rate

to the vagaries of intemational sophisticated financial markets. Increasing wealth, more

education and the intemationalization of iife styles iniroduce a comparativa elements and

*• strains into the WLN : company-ism is no. necessanly the ideal of younger

Senerations. Finally, the Japanese surplus calls the anention of American and European

Policy ntakers about the speciiicity of.be acoess to tbe Japanese marke,s : the pressu.es

deregulation and impori penetration may ^r bo.h manufacturing «nd

lheir respective labor compromises. The palh dependancy of the wage a or n

  Were more evident than in Japan.

pressu.es
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C6 :

, bubble economy ntay trigger lhe more severe crisi, of f
The bursimg otit of lhe buoote

1974. A surprising iong recession, atypical evo]uiion
Japanese wage labor nexus
for nos. macroecononúc vanables. costly errors .nhen.ed ftom the boonung m

conítóng views abou, the tnerit of the Japanese nanagenent style, as wel! as srre„g

externa, pressures in otder to redesign many Japanese mstitut.ons, rneluding the WLN.

.11 these factors are pnttfog a cnfoe light upon the limits in the adaptability of a System

buill upon an intplicit but strong objective of enploytnent stability. This would be a crisis

within the regulation mode, which could be solved by a redefinition of the basic capital

labor compromise. But the accumulation regime itself might be undergoing adverse

transformations : economies of scope are no more combined with economies of scale,

since product differentiation and sophistication and no more increasing retums to scale

associated to volume effect are at the core of the Japanese competitiveness since the

mid-80*s Simulianeously, real wage has significantly slowed-down and nevertheless the

Japanese high wages trigger a flow of low skilled jobs out of Japan. Is this an evidence

for the next convergence toward a purely extensive accumulation regime, which would

replicate three decades later the American trajectory, including the erosion of

manufacturing hegemony ?

eagerly needed. The regulationnist research should

propose one or several possible and/or desirable neW

C7 . The choice for alternative WLN is not between culturalist immobility or neo-classical

flexibilny, but among a vast array of scenarii combining institutional inertia with

hybriduaiion offoreign models and home cooked innovations. In the light of a long run

al analysis, the current debate has to be overcome into a much more sophisticated

and articulated one. Given the likely trends in the intemationalization of Japanese

manufacturing and banking, can managers and workers strike a new bargain which would

preserve the most valuable features of the old Toyotist WLN, while maintatning a high

and d P10yTnent ? The Paper argues that the American model (totally decentralized

Z renZr^ “ >He German one (bu»< uP°"

Japanese m T ” '"'k’"’"’1 mrtas> a'= of reach in a foreseeable future
Japanese made innovations are

contnbute to such a debate and

  C°n^^Urations r°r the wage-labor nexus.
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j . A SINGLE AND STEADY WAGE LABOR NEXUS OR A RECURRENTLS

EVOLVING ONE ?

Economists, specially theoreticians, usually exhibit a strong propensity to consider

economic adjustments to derive from quasi natural laws, and this is specially so within the

realm of pure theory. By professional training they do not want to recognize the historical

roots of the phenomenon they study...whereas a lot of empirical evidences show that

«régulation» modes are socially constructed. For instance, it is now fashionable to

demonstrate the superiority of the JWLN within an extended neo-classical theory...without any

clear analysis of the pre-requisites under which this configuration is actually optimal, or at least

defines a second best. Going back into the flow of Japanese economic history might be useful

in order to disentangle between permanent and transitory features of the JWLN. A case study,

a survey of the origins of Japanese subcontracting and the very regulationnist investigations

provide a striking panorama about the permanent transformations of the Japanese economy.

1. Large turn-over labor flexibility...and economic performance : a comparison of the

Japanese and the Indian textile industries in the 20’s.
Let us go back to the interwar period and investigate why the Japanese textile

manufacturers have been able to increase output per worker by a factor of three and become a

leading trader in cotton textile. At this epoch, índia too decided to import the more advanced

technologies from the industrialized countries, but productivity has been nearly stagnant and

the Indian producers have been unable to become competitive on the intemational markets (S.

WOLCOTT (1994)). One country was experiencing life-time employment and the other was

cxhibiting an impressive but intended turn-over.

A contemporary researcher, convinced by the abundam literatura about the supenonty

of We-time employment as the starting point for on the job training and the strong commitment

of and workers, wou|d probably conclude that Japan textile mWacturers »ere

“«Kessful precisely because of an early implemenlanon of job stabihly. For instance, t e

iraeipreution slresses the pennanence of good^h and
35 inspiration for the modem Japanese empioymem System <R,
tjnF , • jife-time employment seems to have put

onunately, the answer is strictly the oppo ■ for
Stron3 breaks upon an effieient use of imported rechnolog,es
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„ ™, tunt over has been mstrumental m developmg rationatation.

tagt and per— tu intOTational levei. In other words. i„ the 2„,'
emolovment and eaining market sna s

■ a ,™ ™de a vime out of lack of comnutment » accordmg to lhe susgeslive
« the Japanese industry made a vinue «
sentence of S. WOLCOTT (1994). whose researeh is heavdy used by the preseut seetion

From a regulationnist perspective, such a counter-intuitive outcome deserves a„

explanation. BasicaUy, it is more easy to import machines than to implement or design the

relevam organization : the same tools were used in Índia and Japan, but different social

reiations prevented to adopt the same organization. In índia, the related rationalization has

been blocked by male and permanent workers who were defending their long term interests the

more aggressively, the more stable was their employment. By contrast in Japan, the reduction

of wage and the decline of employment associated to the new technology have been accepted

since teenagers, young girls between 15 and 18 years old, typically stayed in the industry for

less than 2 years. If they were not satisfied by wage or working conditions, they expressed

their reluctance via exit, not voice as was observed in índia. Paradoxically, the high tum-over

of the labor force was quite instrumental in extracting the best performance out of imported

equipment. Thus, whereas wages used to increase more than productivity in índia, the opposite

configuration was observed in Japan and helped in the surge of the Japanese manufacturers in

the textile sector.

By comparison with the contemporary JWLN. what are the missing links during the

mtenrar period ia Japa, as well as in ludia ? Five hints can be derived from this case study .

0 this period, the textile industry used to require Mb, easily acquired by a quiek

10 traimng. Thus, stable employment was not at all needed in order to recover hiring
t T " ™ that in the 20’s. Xnteres.^

gh, the current mdustrialization nattpmo • , me
Taylorist or early Fordist lahn ” coun,ries do belon8,O ‘ .

exponed to these »u„,r,es tV™"” "" IWLN “ n°’
transplants and the refer t $ & P°SSlble ““«Pretation of the discrepancy between
0995». ferm“ '“'“D WW!y i„ terms of !abor management (T-
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6) 5,ro„g and independem mkm orgam;alms fc|

the decime of employment wWcb is -

imported iechnologtes The dead end of the Indian . P of ne« and

been the possible trajectory for Japan too : from 1946 " XzTj' "" “h'"
r 10 iyi2>the Japanese workers have

been stnrgg ng agamst Management, they med to impose limita ,0 ra<ionafcation and

preveni a„ unequal share of the dividends associ.ted wi.h modem teclmoiogies For

instance, the car tnanufacntrers, specially TOYOTA, have ™ into severe troobles (M.A

CUSUMANO (1989)). A contrario, one undersland beller why the large lapanese

comparues have been so active in their labor strategies just to prevent the domination of a

strong, unified and vocal labor union. The current position of RENGO (The Japan Institute

of Labor (1994:p. 50-51) does not derive from any cultural propensity ofJapanese workers

in favor of enterprise unionism but this is the partiaily intended outcome of decade lonu

strategies deployed by large firms (A. GARANTO (1994); F. SHIMOYAMA (1994)).

iii) The availability or on the contrary the absence of some social relations or institutions may

play a crucial role in the viability ofagiven WLN. For instance the indian manufacturers

clearly perceived that the male and permanent workers should be replaced by more

malleable young women, following the same track as the Japanese manufacturers The

current status of the Indian women totally prevented such a pattem of industrialization.

Convetsely, in eontemporar,’ social den"ndS

generations or women may signiScanlly al.er the configuration of the JWLN Ttas ts the

pan of tnrth put forward by the culturalisl interpretation, with nevenheless two caveats

t- 4. r th a nn771e not necessarily the leading or centralFirst, culture is only a component of the puzz ,
• Hraçtícallv alter the so-called culturalpiece...since the pattem of industrialization may itself drastically alte

orqrv Tanan quite different from the rurned economy°r traditional values. Is not the contemporary Jap q f
k. , w w , Second « the culture of today is the outcome ot a

«'htch comes out ofthe second W. .

forgotten innovation of lhe day befote yesj^ of cukura| values

jotntly lhe process of economtc deve opm which it

and forms of organization which it causes an

® alo„e /s „ol m a„d eo^y-

  Ag^ the indian case is quite enW™8 : P— “

^gaining power in order to block productiv. reorganization, efficency enhansement a„
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ITSELF^G rew0D'

■H„ a súmulating panorama of subcomracting JTos^ro NfSHIGUCH—"al *he°neS aSSU™ ’ M

japan and “^“jàpanese febres. |
invanance of typ manufacturing firms, without any lifetinj

WW.I Mgh labor turnover for h.gnm
1. Before • » çbilled Workers, 1903 i
commitment. Length of Service of Skil

X dUlC *• *
No. of
Ycars

Meulworkers Prtntine Workers

Numbcr Percent Numbcr Percent

linder 0.5 1.25S 12.9 650 23.S

0.5-1 3.853 39.6 49S 18.3

1-2 645 6.6 511 IS.S

2-5 1.730 I7.S 323 11.8 j

3-? 1.113 11.- 31C II 4
5 or more 1.13-4 11.7 •433 15.9 1
Tot<; 9.733 100.0 2. / 25 100.0

Source: Sumiya. 1966:50. Original Source; Mtnisin

(1903). Shokiojijo (Conditions oí workers). v©l. 2.
of Açnculiurc

p 223

. r 1and Commcrce

2. After W.W.L the creation of internai labor markets takes the form of :
i. Replacement of « watari shokunin » in by firm-specific job classifications.
ii. Recruitment of elementary school leavers as apprentices.
iii In-house technical education and company training schools.
iv. Pay, bonus and retirement pay based on the length of Service.

Figure 1.1 : Labor turnover at large manufacturers, 1919-1930.
60^ .------------------------------------------------------------------------

!
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cstract the maxtmum «age inereases, whatevet the be for >

oftbe,r own .ndus^...and ultimately their owtt jobs. Therefote. «.dam eeooom,c theety of

institutions should not msist so much about the rationality of the Japanese employment

system, independently from the other components of the labor contract, such as the pay

system, the skill contem and the importance of leaming by doing effects For instance, trust

does not necessarily emerge from the provision of life-time employment by the firm. Society

wide factors have to be plugged into the micro-economic analysis The findings of S.

WOLCOTT (1994), however specific, strongly support a vision of the WLN as a set of

complementary institutional devices, not as deriving from a single set of founding principies 

v) The mdustrialization of Japan was iniiially built upon a quite compeiitive WLN, not a

proxy of the contemporary Toyotist configuration. The changing pattems of Japanese

industrialization is well documented by numerous histoncal investigations (K. OHKAWA

(1957) ; M. SHINOHARA (1970) ; S. TSURU (1977)). In line with some development

theories, Japan has progressively evolved from a mainly agricultura!, low wage and low skill

economy toward a highly industrialized, high wage, high skill configuration (R. MINAMI

(1973)). Such structural changes could not have no impact upon the WLN, even m the

more restrictive Vision of neo-classical economists : labor scarcity, technical change,

intemational spectaitzation have drastica», ehanged and thas the optimal response of the

ta cannol stay onchanged over such a longpedod Bu. then. ifthe JWLN has drasncally

i i ^r-h-rn/proinc' toward 3 pure labor market
be altered over one century, without ceary rianon

11 „„ lananese employment system (Japon
configuration, anv believer in the next co ap
— ;7» "zix:3::

1 a nctio„ „. SyS*'m‘ "n,Urí °f

Cc°nomic history revisited. C1,rvpv of the transformations of
r 1 1 v m0re systematic survey u

These hints can be confirmed by a m inseft j j sumnianzes
r ín lanan over one wmu j

Estriai relations in line with subcontractmg conventional hypothesis of a large
,he auminating synthesis by T. NISH1GUCH1 (19 OTtrasted peljods arc

'nvariance and imtnobility of <he WLN is strongy rkets or competitivo

*^ed wUch the dom.oa.ton ofp.ofess.ona! mrnhets.
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Unde: I 10 20 30

Lengei of Service (year>)

$ource Huama. I97S:.<22. Onçtnjl Soutc: SnaLai tttfaku jiko (Sivial pohcy fewllr.inl. »oi 7’. 7? 51-52

3. In the 1920’s, the large manufacturers respond to uncertainties by the deliberate creation of a
regulatory labor mechanism : temporary workers.

Figure 1.3 : Employment Fluctuations of Regular and Temporary Workers at Yawata Steel

1920-31.
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forces altemate. Each epoch tries to solve thP ■
, maJOr unbalances inhentAd a.configuration...and so on, without anv clMr u nted from the ,jouç

lOTS ’™ — *h the economy

i) Back in 1900. Japan used to experience professional labor markets. German style. From

the previous comparison of Índia and Japan textile manufacturers may prompt a logical

inference : is not the high labor tumover directly associated with low skills ? This is not at

all the case in Japan for metal workers and printing workers which were highly qualified in

1903 ? most of them had completed a 3 years apprenticeship period in which they used to

invest in the specific skills required by their occupations. Nevertheless, these two sectors

were exhibiting a very high labor tumover, respectively 52,5% and 42,1 % per year (Table

1.1). The same disease seems to affect most of manufacturing sectors. all over industrialized

or industrializing countries: let us remember that this was at the origin of Henry FORD 5 S

a days, even if this major innovation did not make an epochal change (R. BOYER, A.

ORLE AN (1991)).
But the Japanese and the American configurations are somehow different. For the

American car industry, the huge tumover was the consequence of hard assembly work and a

high substitutability of low skilled workers. Of course, the Japanese metal and printing

workers were much more skilled, but their abilities could be transfened from one job to

another, given the common training and apprenticeship they had shared The artisans ot

passage (Watari Shokunin) were expressing their market power by going from one place to

another, mobiliring the aequain.ances they had built dunng their formativo years. Thts

reminds the Pansian htghiy skilled mUsmea of the e„d of the XKth eeont^ . or ev» the

contemporary professional markets operatiog in Getmany (D. MARSDEN (!990)) Thts

eonfiguration is spectahy imeresting for the eontemporary tmaiysis of the transfonoattons o

, , reçnurces managers contemplate to implement
the JWLN : some experts and human resour g

m 1o unthont clearly perceivmg that this option had
professional labor markets, German styl ... nmeressivelv
. n But a series of structural transformattons have progressively

<S. UMETAM1 0930) ; mstimte for — "

Proposal has to take into account the partia

bifurcations in the past.
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Table 1.3 : Interscale Wage DifTerentials
(in cash)Manufacturing Industries,

1950-55.
(500 or more = 1001

4 After W.W.II, enterprises, unions are recognized, but union density declines after
1949 and wages differentials widen, which creates an tncent.ve for subcontracting andr

Table 1.2 : Union Density, 1946-60
(As of June oí each year)

Year Percent

INSERT 1.1 (follows 2)

1946 39.5%

1947 45.3 IWJ

194S 53.0 No. of Employees per Establishmem

1949
1950

55.8
46.2

Year 500 or More 100-499 30-99

1951 42.6 1950 1 00-0 8 3.1 67j

1952 40.3 1951 100.0 79.5 6i.i
1953 36.3 1952 100.0 79.1 5S.S
1954 35.5 1953 100.0 79.3 59 S
1955 35.6 1954 100.0 77.8 60.G
1955 1955 100.0 74.3 5S.S
1957
195S 32 7 Source: Nakamura. Hideichiro. et a!.. 19SI.74. Origina! Source. Ministry of Laoor.

1959 32.1 Maitsuki kmro toiei cnosa (Monthly staiistical suney of labor)

1960

Source. Labor Mimstcrs Office. Statistics and Information Burcau. 1978:31. 42.

5. Again during the mid-50’s, temporary workers play a major role in responding to
economic fluctuations.

150%

Machmery

140

120
130

110
120

100

90
100

150

140

140
130

120

120
110

HO
100

100

90
160%

80
160%

MKhiOTH EBePci°rZF Fl.“ct“’t,’ns of Rtgular and Temporary Workers in the Food,
Eleetncal Equipment, and Traasportatio,, E(] Illdus,ries, 1956.57

90

Dec.
1956

90 ------------------- --------------- 1
Dcc. March June Sepi. Dec.
1956 195" 1957 1957 1957

Source: Labor MinisterY Office, Labor Staústics and Research
Office Labor Staústics and Research Btue:- *n"*

March Junc Sept.
1957 1957 1957 1957

’'/"u Kes<arvh Bu,<au. 1958.109. Original Source: Labor Minií»» » .
-U". Rinjtko ntkaniuru jicçhi çho jo (Fieldwork survey of temporary

Transponaiion
150 - Equipmcni

130

110

130

Electrical Equipment
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in resvond to uncertainty and
®> n* consoo,, of secoíislary Uor is «sesssary<

economicfluctuations. The very constitution of an o g °f previous professional

  large manufacturing firms is not sufficient to P demand and technical change. Of
rnarket and their large malleability in response to changi g moderate

c°urse, internai job mobility can be a solution, but the exte

;<) Internai labor markets are an orvam^.,^ i
■ H ■ °rga,J^"0^ tnvention tmplemented aronnd the 20 s

Dunng this penod, htstonans observe a significam o. L

markets. Basicallytte large JapaMB

mode of productton, des,g„i„g . series of eompiementary devlces onJer ,Q curb

,he previous large tumover of workers Aorually. ,he |arge SKe|

shipyards benefil from a drastic reductiot. of labor mobility from SO •/. to less lhan 10 %

(Figure 1.1 ). This is not the simple expression of sectoral or macroeconomic constraims or

general labor scarcity, since labor tumover remains quite high for smaller firms. Clearly,

these are the early beginnings of the coexistence and articulation of two contrasted

segments of the labor markets, respectively internai (or primary) and secondaiy (P

DOERINGER, M. PIORE (1971)).

One of the major changes relate to the implementation of in-house training and specific

job classifications. Instead of relying upon the uncertain practice of hiring workers from the

general job market of « watari shokunin », the large firms instituted the periodic recruitment

of elementary school leavers as apprentices. The teaching used to concem job related topics

and try to instill a disciplinary regime adequate to the commitment to the firm. But then, the

pay system had to differ from the previous practice of paying the conventional i.e. the

market wage. It was necessary to create a wage career according which the income of

workers was increasing along with the length of Service (Figure 1.2). Similarly, bonus and

retirement pay based on the duration of stay within the firm did encourage employment

stability, a basic requisite for the viability of the training provided by the firms in order to be

less dependent from the professional markets. These are the early ongins of the

contemporary employmen. System It might be embedded imo cultural values dlstinct from

the western ones but it is too the outoome of an explicit strategy of large firms . order ro

that thp samc trcnds are observed in thecontrol the supply of skills. It is important to note that t
, .haH This is not a spectfically Japanese

United States, Germany and France at the same pen .

^nfiguration of the WLN.
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INSERT 1.1 (Follows 3)

work f°- >»

Manufactunng Industries, 19=°
(As o.r December of each yean

So. of Employecs per Establishmcn!

Year Total 500 or more 100-499 30-99

1956
1957
195S

7.4%
64

6.0

8.4%
9.3
8.7

S.4%

7.1
6.4
7.4

4.7%
2.0

2.3

1959 7.7 11.9 2.5

Table 1.5 : Percentage of Temporary Workers in the Regular Work at Establishments '
with 500 or More Employees, 1956 and 1969.

Source: Ministn of Labor. Labor Statistics and Research Bureau. 1960:4 1. Rodo hckmho—Rodo keizai no buntfk:

(Lat>or uhnc paper: Analysis of labor economy). Onginal Source; Minisiry of Labor. Rodo ido choio (Survey on labor
mobility). for rcspectivc yean,

(As of December of cach year)

Year Manufactunng Machinery Electrical

Transponation {

Eçuipment

1956 8.4% 12.6% 14.9% 12.2%

1959 11.9 16.4 22.6 14.4

6. After 1960, the dualism recedes since wage differentials are reduced....
ígure .a: Interscale wage differentials in manufacturing industries, 1958-1983.

” f,nm *•* 1.000 or more emolo CMh ÍOr nul« at ftnrs u -h ia
Source: S.MEA. !9S5b;?3. Orieinal S '* ° ’° " emPio>«i. as opposed to the

-•na Mini$|ry of

Rsien to percentage of average re#uJ .
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eiven the limited size of any individual firm and th» i . r
k , r.n « «™andthelackofproíiradiff

that epoch most of the firms were largelv denen^n, '
geiy dependent upon a smgle product, with minor

vanat,o„s quabty or scope Therefore. frora

empl0™e». of regular workers i„ iarge Srms tas been associaled ,he *

p„„l of temporary workers ; bas.calty, they are used as buffer stocks. since they are hired

during booms and laid off during recessions or depressions (Figure 1.3)

Therefore, the very implementation of the new company-ist WLN calls for the

development of its dialectical opposite, i.e. temporary workers. This historical evidence is

specially important for contemporary discussions. From a purely theoretical point of views

one could imagine that the internai labor markets are able to respond to any uncertainty and

economic fluctuations by a variety of adjustment variables : reduction of work duration,

internai job mobility, shift from direct production to training, downward adjustment of

bonusf wage moderation, transfer of manpower from one factory to another, to

subcontractors or affiliated firms (K. KOIKE (1981) ; K. KOIKE, T. INOKI (1990)).

Nevertheless, from an historical standpoint, it is very important to observe the simullaneiiy

and the joint emergence of company-ism and the status of temporary workers or more

generally non regular workers. The stability of the employment of the core wage eamers is

partially allowed and complemented by the adjustment cost incurred by the workers at the

periphery, the content of which may vary from one period to another, from one sector to

another.

lv) After W. W.II, the recognition of unions widens lhe dtjferences between primary and

secondaiyjobs. Among the fundamental structural changes in the Japanese economy, the

end of the second World War corresponds to an mstitutionalization of unions, largelj

Protected by law and the surge of firm specific unions to which both blue collar workers an

white collar employees belong : these are two distinctive features o t e

Enterprise unions are as segmented as craft unions in Bntam, but t ey are no m
i hp overcome even in bweden (>ee

Precise iob demarcations a distinction that coule job demarcations, Japanese ,„dusmal

M®on 11). Many authors agros th SH1M0YAMA
'«ations, even if the new Wruúonahzation bnilds upon prevines

0994); L.F. HEIN(1994)).



..... and there is no significant decline of unionization nor in general, neither in sma

firms.

Table 1.7 : Distribution of Union Members in AH Industries, 1956, 1966, and 1976.

Sizc of Firm* 1956 1966 1976

1.000 or more 2.093.725 (33.0%) 3.477.677 (33.7) 4.1SS.SI3 (33.9%)
500-999 1.097.545 (17.3) 1.747.090 (16.9) 2.001.714 (16.2)
100-499 2.297.413 (36.2) 3.726.7SS (36.2) 4.467.285 (36.1)
99 or less 861.674 (13.6) 1.356.565 (13.2) 1.716.476 (13.9)
Total: 6.350.357 000.0)*» I0.30S.120 (100.0) 12.374.2SS (100 0)b

•Numbcr of union members per lan ’• íumiai (union organixauon. co fTesponding rouehlv lo an establishrincnt)
*Becau>e of rounj'tnj off. lhe perce ntaje figures for 1956 and 1976 do not add up io 100
Source: Labor Miii»istet’$ Oflice. Scatisiics and Ir.tormaiion Bureuu, 197S;7O-71
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v) The high growth qfthe 60 ’s creates labor scarcity and tnduces large firms to internalire a

larger firaction of their work forces. The transfonnations in the WLN and of the other

institutional forms tumed out to be quite successful in supporting an unprecedented

accumulation regime. A high investment rate allows a vety raptd -te wh.ch

1 « lahar sudpIv (R NffNAMI (1973)) and
Progressively exhaust the agricultural excess PP

— .ouoeb and a —

Actually, after 1965, w«ge diffaenwk are s.gm Iemins ,f

“mil the early S0’s (Figure 1.5). D“""S this P™0 ' ( The dijfija0„ of
tk • • a wnrkers is increasing (labie i. ;•

total number of umomzed smaller ones experience a lower but a
unionization is not limited to the larger firms si

nearly constant union density (Table 1.7).

T H n> b . th 7" reaC"eS Unpre“dented •"« -'mipa.es ia > ,49
(Table 1.2) hn hea uudergoes . s^fa„. dediae, *h ca„ be lnt^eIed „ ,he

outcome of the large tas strate^es ia erder to carb dos™ aay siroag and iadepeadea.

power of umons. They therefore develop their i„lenlal eop.rol of workers. speeialle

concenang wages. From 1950 to 1955, i, pays more a„d more t0 workers to beiong to large

firms, stnce wage differentials are wideaing (Table 1.3). Simultaneously, the stability of

regular workers is reinforced . but temporary workers play a sigaificant role ia adjusting the

aianpower requirements of the large tas (Figure 1.4) The historical eeidenee oollected by

T. NISHIGUCFH (1994: chapter 3) gives a strong support to the hypothesis that labor

market segmentation is a crucial device in the viability of the status granted to the core

workers (H. UEMURA, A. EBIZUKA (1994)). Clearly, whereas the percentage of

temporary' workers is declining from 1956 to 1959 for smaller firms, it is increasing for the

larger one. This implies a kind of structural complementary between the high wage and

employment stability warranted to the core workers and the lower wage and larger

employment instability which is in counterpart necessary to impose to temporary workers

(Table 1.4). This is specially so for the manufacturing firms which are at the origin of the

Japanese success and competitiveness, i.e. in machinery, electrical goods and the car

industry (Table 1.5).

mipa.es
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INSERI 1.1 (follows 5)

7. Acure labor shortages induce manufacturers to « internalize » their temporan-

workers. The example of Toyota.
Table 1.8 : Temporary and Seasonal Workers at TO^ OTA, 1946-1979.

1Ç-

Temporary
Workers

Total
Work Force

19-5S
19-J9
1950
195!

5.39S
5.315

Seasonal
Workers

196"
196S
1969
1970
197»
1972
1973
1974

1975
1976
1977
197S
1979

All Margina!

Workers

6.463
6.345
6.4S1

1957
195S
1959
1960
196!
1962
1963
1964
1965

a:^S22STOUCHl(|994) p ,0 ,5 ,

2>8, 68 69 91, 93 et 99.

5.291
5.249
5.162
5.061
5.90-4
6.050
7.210
9.720

11.963
13.442
15.999
20.93S
22.595
25.580
30.3S0
34,078
36.6S9
40.365
40.91S
41.256
42.892
44.880
44,584
44.474
44.798
45.203
45.233

1954
1955

-As of Aujust for 1946-49. Mav for I9sn Z 7~~__________________ -______________
•Bctwctn 1975 and 1979. Toyob sioppcd emolor" ' N°*Cmt>Cr for ,952‘74- and Junc for 1975-79.

1979. quoccd in Fujita. 19S0:131). ‘cmP°rar* and seasonal uOrker$ (Chur.icki Shmbvn. June 9.

Adapted írom Yamashiu, 1930! 43-jo (W « e
r-ifl jholen hokakiuho: Tovoia (ReMn » - • 8'n3 Sourccs; Toyou. I95S 663 196S-V m r c-

•a (Kepon on secunitcs: Toyota). 1961-79 yôS òC"- of p,n3nce*

5.9% 5.9'
12.1 1 ... 1

12.2 1 * , -

21.9 21 9
42.6 42.6
30.2 30.2
26.5 26.5
16.0 0.7% 16.7
10.S 3 7 14.5
11.9 1.1 14.0
11.2 1.4 12.6
7.9 2.6 10.3
6.1 3.7 9.S
5.0 2.S 7.S
a.4 5.1 S.5
1.2 1.6 2.S

•> ->—- ■ 1 < > /
1.9

b 1.9
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lhesefaclors. bolh eeono^e (Wgh growh Jnd

^nages) and .nst.wnona! (recog„„ion of the role of „ ,

democranzanon of lhe Japanese society, stams „f women) converge ,oward

pressures m favor of the tntemalization ofiemporary workers. The panem ofTOYOTAT

chronology (Table 1.8) is not except.onal and seems to conespond to the strategy

implemented by most of the large manufacturing Japanese companies in the 70’s ; before the

oil shock, temporary, seasonal and marginal workers tended to be incorporated within the

main firrn or the first rank subcontractors.

Therefore, nearly three quarters of the XXth century were necessary in order to finally

manufacture the well known and celebrated Japanese employment system : leading role of

large firms providing job stability, in-house training and wage career, as an ideal to be emulated

by smaller firms. One could imagine that non-regular workers could be a minor and vanishing

exception to a JWLN : the internai labor market flexibility would largely replace the externa!

and competitive labor markets adjustments. But this was not at all the end of history for capital

and labor : the two oil shocks, the endeka and ultimateiy the 1991 recession have significantly

altered the model of the early 70’s, largely idealized by theoreticians who were prone to forget

its historical origins its pre-requisites and intemal weaknesses.

3- The Ist oil shock : a catharsis in the formation of the contemporary JWLN.

The regulationists have already gathered a series of evidences about such changes : 

0 The decime of umons is chan^ng the power re.ationship between managers .d wage

eamers : could be an endogenoos phenomenon (J. REB.TZEK T. TSUKU <>«4».

•„eed a struotnr.1 mnsfomffion arotrnd the
^OActually, average wage formation has exp 991^

^SevCTties(H.TOYAMA (.994) ;K.BO«K

t chaneed around the mid Seventies : the
u> The spring offensive seems to have struc (moderating wage

leadmg sectors are no more the same an facft]nng sector) (T. TSURU
ibcreases in order lo preserve .he contpet.bv.ness of the

(1991)).



26

MWage States represem a deolining proportion of total income since the mid Seve„lles

UNI (1994)).

To conclude the Japanese economy evolved from rather low wage and average skills in

the Fifties to high wage and high skill in the Nineties, and this process permeates the Speciflcity

of the accumulation regime. The end product is mass-consumption and mass-production, bui

with significam differences on the consumption as well as the production side : more

differentiated goods, absence of a strict task delimitation allowing fast implementation of

organizational and techriical innovations....

This conclusion is specially important for two reasons. First « régulation » theory insists

upon the cominuous alteration of the institutional fornis due to the very success of their

implementation. Second, the Japanese capitalism is well known for its pragmatism in

responding to a series of crises or challenges (the reconstruction, the first oil shock, the yen

appreciation,...). The bursting out of the bubble boom is another episode of such a periodic

rearrangement of the JWLN. But before investigating the contemporary transformations, it is

important to characterize the core components of the capital labor compromise (II) and then to

relate them to the macro-economic performances of Japan (III).

NExXvlZCmC T° TBE CONTEMPORARv japanese wage labor

Let us stop the historical retros
adopt now a comparative analysis i genes*s the Japanese configuration

ontext of contemporary variety of ind ■ S0'caJIed national speciflcity in the

r apPFOaches- One can first T1* Present section combines two

^■‘°nist or po]Itlcaj economy ‘ ® featUres already pointed out by previous

segmentar lndUCedOrCOerCed,Ori8inalprod $ democratizat‘on, involvement and
may be con" nexus> role ofT^ P^ at the finm ,eVe1’ Str°nS

: in work ettícs. »

deíennination, ind^'011’ te=hnical COmPonents of wage
dlrect ^ge and life d-vts,on labor, labor mobility,

On ends by an updated synthesis of the 
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1. Work organization : competence much more than task.

Typically Fordist organizations rely on a very precise division oftasks which opposes

production to management, conception and engineering. Therefore, education is organized

mainly in order to fulfill the most prestigious jobs and allocate the less successful individuais to

routine tasks. Such a division is not totally absent from the Japanese case, but it is mitigated by

two important differences. First, the insertion of wage eamers within the firms is not defined

by the tasks they are supposed to comply, but by the belonging to the same entity and the

acceptance of its objectives. Therefore, the enhancement of current and still more potential

competency is a key principie operating in large firms: the wage systems are therefore defined

much more with respect to the individual than to the job presently fulfilled ( B. REYNAUD

(1994)).This is thus, quite different from Fordism or Taylorism, still embedded in the American

and British societies.

position of Japan within a general taxonomy of the WLN Th
of the following questions : What are the mainr hít a™1™5 'S motivated bY some

WLN ’ Is the IWLN a funcional equivalem of ZT °f

H dien[ ot the German WLN o whv r
followed the Japanese trajectory after the two oil shocks in.tr '

taenul martas, sdection of eBt. accordtag .o school menis,

But the JWLN is not the only one to embody such a feature. Comparative studies

suggest that Germany and Sweden share the same concem for high skills and their permanent

enhancement, without any clear barrier imposed by strict job demarcations (R. BOYER, J.P.

^URAND (1993)).But the Japanese configuration is quite specific with respect to the precise

«^tutional organization of skill formation. In Germany, a long established and recurrently

reformed apprenticeship system delivers large but well defined qualifications which can be used

* a variety of firms • this is the origin of the professional markets typical of this country. In

S«den_ public aulhorities have in charge lo organize lhe upgrading of sldila ivhen some

«usines become obsoiele and no more compelilive : <he upgeading of compelene, .abes

»'«= ex post on selecled individual a. speeifc period oflheir profesnona! «areer.
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This confieuration has clear advantages: a very good fit of the skills to the needs of the

firm, a stimulation of the commitment for the firm and the stability ofits work force, an ability

to develop marginal innovations at the shop floor levei. But it is not without constraints and

rigidities If for instance technical change becomes more radical than incremental, then it might

be difficuh retraio the incumbem workers. Similar.,, the System is effective oni, for larga

companies with multiple divisions and a larga variety of Products Under nany respects, the

u..e,niv hPtter for radical innovation but it allows a
German system is superior. It is not necessa y
mobility from one firm to another, gives some power to workers and their orgai^“ "

independem!, from the bdon^ng .0 a singie compan, for the compleie professtona! e, .

2- A labor mobility org.nized b, the la^e is tta, labot mobility eannot

A logical consequence of this pat em side, since
ruhnr markets (inscn x*. */♦ ~

be organized massively via the adjustments o unCertainty about quality of each

each qualification is largely related to a given absence of a professional market

w°rkers prevents any organized market. Th ansfer for one occupation to another has

('vith some exceptions for some generic ski ), jntemal mobility is the

t0 be organized by the large firms themselves. On length of the leaming penod.

on>y method in order to recoup large trainmg costs u of
• ■ índeed in tne

F°r both these reasons, layoffs are quite

The evolution of the last centurv ha<ur> has dehvered a quite

1.2, supra). Contrary to Germany, the vocational trainin ’
efficient, but professional skills are delivered bv the n°’ Very

v*knowledge to the quasi-totalit, of each age cohon without b“'C

professionalization of an, educa.,ona! track. Then. the achie’veme„”, sLl ãZe s^'

dewces for aliocat.ng the various indivídua! ,o the companies. The htrge, and the mos’

prestigtous ones subsequentiy organize the techmcal and professionai naining, b, runmng then

own trainmg center and still more by organizing a systematic rotation of the new hires to

across large number of jobs and tasks within the firm. Therefore, an idiosyncratic and lareelv

non transferable knowledge is cumulated, homogenizing the competency and expectations of

the manpower pool. This is the second distinctive feature of the JWLN



LNSERT IL1 : THE LABOR MOBDLITY IN JAPAN IS LNTRAFIRM a.X
ORGANIZED RATHER THA.N EXTERNALL^ IMPLEMENTED BY THE L

MARKET : A SECOND SPECIFICITY.

1. « Suspended » emplovment is only a limited fraction of labor mobility.
Figure II.1 : Breakdown of an Outflow of Workers from EsLablishments

So-:ce : Minis::? o: Labcj:. Sun\y 0>: Tr:>ll;S

Source : The Japan Instiiute of Labor (1994). p. 41

2. Public subsidies emplovmçni adjustments help the straiegies of r.rms.
H- . Designated íirms and employmenl adjustmenl subsidy 

Designateò
industries

(1000)

Workers

(1000)
(2)

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993

Source: Minis

281 7218
71 1618
32 856

218 3422
207 2941

38 508
153 1699
326 3 664
343 4701
241 3185
2 0 6 2370

90
118

1661
2322

i b 1479
54
62
25

652
634

0
280

85 0
1957

ry of labor

Share
Firas

(*)
__L3)

31.2
7.2
3.1

20.4
18.3
3.1

11.9
24.3
24.7
17.1
14.3
6.3
7.9
5.0
3.4
3.8
1.5
0
4.7

of:
workers

(%)
____BJ

31.0
7.0
3.5

14 . 6
12.5
3.1
6.6

14.5
18.0
12.0
8.8
6.8
8.4
5.3
2.3
2.1
0.9
0
5.9

Subsidy

(million ven)
_______Í5)

55225
5433
3292
6797
2427
2747
933-1
9886

16170
6337
4777

19832
39279
26565
16379

4982
2332
3283
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Since the special law protecting employment during restructuring periods, public

subsidies help to smooth the adjustment process during major industrial crisis (Table II.2) The

first oil shock, the second and endeka have experienced a significant intervention of the State

between 12 and 31 % of workers have been covered by such a mechanism during peak years

(T. BLUMENTHA_L (1993)). The success of this kind of intervention is quite surprising for

non-Japanese, specially in the light of neo-classical theory of self interest. When an equivalem

tool was suggested in France in 1994, all the firms rushed to declare that they vvere incurring

excess labor in order to get subsidies from the State : the measure had to be withdrawn less

than one week after being announced (R. BOYER (1994)). By contrast, the Japanese success

relies upon a continuous exchange of information among the public administration and the

firms and a recurrent bargaining prevents the conventional opportunism to destroy such a

subsidy to structuring (M. OKUNO-FUJIWARA (1993)). Furthermore contrary to the Italian

C.I.G. (casa integrazzione guadagni), the duration and the scope is precisely dehmited to crisis

ridden sectors, according to well established statistical evidences or observable events

and out establishments (Figure II n Fnr
/' vi instance, internai relna subsidiary represent nearly 60 % of thp ’ °CallOn and ,emPorary transfer t0

lotai moves initiated hvnon renewal of temporary contracts and the decisiont Y C°mpanies Ofc^rse, the
frequent methods for labor mobility Bv intj»m«- , ° the two other more

vy International Standard^ ■
mobility is quite exceptional for Japan ’ imponance of this internai

The interaction of firms strategies and govemment interventions may expiam a well

'otown specificity of the Japanese economy : among major OECD countnes, it expenences the

lowest elasticity of man hours labor with respecl to production (Figure II. 1). Under this

resPect, Japan is closer to Germany than to most Fordist economias such as US or France.

fdnhennore after 1974 the reaction of the Japanese WLN to econonuc íuctuanons has

changed : the fluctuations of employment become smalie. and are eontpensated by

^ger adjustments of work duration (Table II.3).

Typically American Fordism relies upon layoffs and not so much significant vanations

°f h°urs and since these variables used to be negotiated and embedded into collecnve

^ents binding for a penod of three years. By contrast, the JWLN is .erarch.cahy

OrSanÍ2ed in order to make layoffs the measure of last resort, not the more frequent y



INSERT n.l (follows 1)

Contribution o:

0.3

0.2

. Glcxjj > OECD rstain Econonic Ir.dicalorsJ * F*f íMcn
thly Repor! j •

2. K!íS5?<DQJM3t- ?

      4'2;r^B2^rawtratMsS£« ix-^tíx. ^?'s'
5‘?>\?®*^5Si!SÍ<DfSttiz8S-áí, 1

- T©aú<>:èV':ic«^£sSJ2^^ f- b^^-’
6-'í’r ^'^^TitesçputttDT-íç-asiLíi.

jgHrce . Economiç Planning Agency (1994), p. 326.

3. Hence a low elasticiry oi inanujaviu>...b —-r-„Figure II.2 : Variations in Man-hour Labor Input to 1% Change of Production Grow hin Manufacturing (1984-1991) 1

o.o—
Japar. tneL. S Canaca Frar.ce Germany

Source : Esumatec by Labour Economy Afíairs Divjsicn. Mir.istry o: Labo
Lcòour 5;inr.\ Stadsucs Bureau. Management and Coordination Agency. Laòoiir Force Surre?. Ministr»
liona; Trace and ir.dustry. Trade and Inc:u!r; Statistics Bank of Jcpcn. F.nnucJ. Repor: cn Foreign Econo»
ILO "Year Book oí Labour Statistics.” L:. S. Department of Labour. “Employment and Earnings." L*. S. De
Commerce. * Survey o: Currer.t Business."

Source : The Japan Institute of Labor (1994), p. 39.
Table D.3 : The fluctuations of production, total hours, employment and work duration:

.cono:

,-í .< 1961-73S 1974 — 93^ ± S r.l

bT*
g

a w

6. 5 1
3. 2 S

•3.59
1.18

6. -1 5
2.6 9
1. .8 9
2. 0 6

". 5 5 .
3. 2 5 ■
3. 1 4 ‘

.1.79

7/9/7’ ~
s E E &
55 & a* W

5.0 8
4.3 2
3.5 0
"1. 3 0

5. 4 4
4. 6 6
3.80.

•1.50

5. 2 S I

.4.6 2
3.7 9
1.4 2

F 4* v

- -■

- .55 À fi
® £ K
55 . «0 e? M

4.8 3
4. 6 6
3. 4 6

\ 1. 7 2

4. 7 1
4. 4 5
3.83.

■•1 - • 5 5

5.0 2
4.6 4
3.77,
1.6 2

-f^9X
E

55«ã&Afc
K

5o 4);^ «

-.4. 4 3
'3.0 9
1.8 4
1.7 3

4..7 5
3. -7 7
3. .0 5
1. .7 0.

4.8 2-
3.7 1
2. 9 5
1. 72

11960’-73^ Í974-93H

m H
'

.0, 1 3 0. 0 4 0.
_______

0 8

7/ 9/7 0. 3 2 0. 4 5 0. 3 3

F V y .0.. 2 2 0. 1 4 0. 0 9

-<4Í9X ■ 0. .13- 0. 2 1 0. 1 5



INSERTH1 (follows 2) "
4. And smoother evolution for employment in Japan than in the CS f ,■
jnternationalized sectors. such as the car industrv. ‘ f ne

Figure n.3 : Employment, production and domestic demand in Japan



INSERT n.l (follows 3)

 

 

iource : Econonúc Planning Agency (1994). p 327

< « ) l.líB/r r^Si^HE; ici hftKí
2.«Mg£1;, 1959~<l3Ç<DMr.1u'-3V>Tií.jí c=

5. Furthermore, non regular workers help in responding to economic fluctuations.

Figure U.5 : Regular/Non-regular workers

(X)
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reaction to any unfavorable shock. This is not a ma
from major differences in the sectorai comoositinn Wh'Ch would denve

r «uun oi ine Japanese and a
the car industry for instance, whereas the manufacturers are "

taarkets, the production fluctuations are far milder in 1. “"Pe""S f°r "* same

—= Of _ is still more XX2: The
fluctuations express the rapid growth of production hl- d Japanese

(ITAMI (1W4». on the contra, for Amencan^

completely empioyment ievei to the evolution of sales. for it is perceived as ,„e Ko| for

profit restoration.

This second, and important Japanese specificity does not mean that economic

fluctuations and disturbances are easily and completely absorbed under the system of

employment stability. Beneath the smooth adjustment of total employment, there exists a clear

inequality. Regular workers do enjoy a quasi employment stability, but the non regular workers

have to bear a large fraction of the cost of adjustment, during booms as well as during

recessions (Figure II.5). Thus, the contemporary JWLN still exhibits a strong complementarity

between two labor contracts (see section 1.2 supra). This feature is important in understanding

the wage Systems designed and implemented by large firms : the life-time income differentials

between primary and secondary workers are somehow linked to employment stability and

comnutment for the wage eamers of large firms.

 

3* Complex but competency enhancing wage systems.
The brief historical retrospect has already mentioned the introduction of semonty wage

System back in the 20’s, precisely to stabilize skillled workers. This core feature in the

c°nstmction of internai career is specially important in Japan, much more than in any other

°8CD countnes with the possible exceplion of France. This has been widely documented by

«mpansons between dapan and US (M. HASHM0T0. I RAISIAN (>985) ; (>989)). But

^e specificity comes ou. of the wage proâies in fap», UK and Genuany (F^

B«h UK and Germany are characterized by active professional labor markets (D. MARSD

<>W therefore seniority has not a s.rong unpae, upon produeuon wodters », we« .

«igineers income. When these professional markets are pe ecty
the wage proffle is neariy »at, in strong opposi.ion with the dapanese conhgu.at.on
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INSERT 11.2 : AN ORIGINAL mu vr ------------------------------------------------FOR WAGE FORMATION : A THIRD SPECIFICTTY OF JAPa^T^^ 1ò

1. Steep wage profiles along with seniority : an incentive for commitment and * -

stability.

Source :
2. Mid career change of firrn
hidden factor of commitment.

Economic Planning Agency (1994), p. 324.
is quite detrimental to wage-earners income : this is a

F.gUre D.7 : D.L of Wage Fluctuations at Time of Job Change by Age Group

(ncrccir, priim)

Gap in wage I—
íhicluntion D.l. b/w|19R1
"coinimied lo do
lhe samc job" and
"changcd jobs"
(perccntagc potnts) 

-so:----------------
under25

yrs n|(|

-XX

19X9
-92

ns olrl yrs (,|d

: Spreially labuh.lcd !.>• l-ulKy |.1;,:ui(| ,,
Lnbour. Sttrucy «n limftlnyiHCHl Trciitla * L 1 ‘^'Píirtnirni. Miosi

20.1

Mítiisiry ní
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un(to this respect, there is any con,imii,y
German highly skilled workers : they belong to totallv C°mpan-V’,sm and the

otally different mstitutional settings.

There is ano.her differe„ee between )apa„ and us
workers jump from one fi™ t0 ano.ber, on aeerage ,heir jncome ,s “

exploit job market opportunities, provided thev do not íxtney d0 not form erroneous and excessive

expec.at.ons about the.r value on lhe labo. market. Q„i,e on the comra|y h ,

worker of a largo company decides .o leave a, mid-creer, mos. of.he time he (b„. she)

expenence an important drop of their income, more or less acute according to the rank of their

new company (affiliate firm, first rank subcontractor, second rank subcontractor...). This loss

of income is specially large for experienced workers near the retirement age (Figure II. 7).

This difference of status and income is clearly perceived by any blue collar worker or

salaryman. Therefore, even if in Japan the rate of open unemployment is fairly low, the

equivalem of the cost of job loss can be a disciplinary devices in order to maintain the

cohesiveness of the workers belonging to the large company. In other words, the segmentation

of the WLN is the equivalent of the low unemployment benefits and significam risk of

unemployment in North America. Nevertheless, the momtonng of long term commitment in

Japan is rather different from the more short run oriented American control over labor

intensity.(S. BOWLES (1991)).

: .the

make

4 r. . m . three factors in the stratification of
• Education, sexual discrimination and firm size .

,he JWLN.T relatively limited by comparison with US, are

In Japan income .nequabt.es, enbo,h «Me and dynamic. Lei us Brs. consider the wage obtamed by
th#* rareer income differentíais are

Iabor market on 1993 (Table H4). At the begmmng of the

o.

development of firms related skills ext workers But as mentioned by H.
• r r hnth the firm and the worxers. u

employment stability interesting to ■ i is immersed into a hierarchical ranking
UEMURA and A. EBIZKA (1994), this virtu inequality in the stability oí
9fthe WLN in Japan. This raises the issue of the

c°mpany-ism.

nequabt.es
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Males

178.537University 177.105 1,008

(e) 143.815 143.056 1,005

(d)/(e) 1,241 1,238 1,003

(f)=(a)/(d) 1,049 1,033 1,015

(g)=(b)/(e) 1,043 1,040

Sourcc : Computcd from JETRO (1994). p

7.0

6.9

6.8

6.5

5.5

6.4

Influence of
Education

- For High schoo!
leavers

Influence
of

gender

Source : HOUSEMan SN nc a
^^-OSAWAM (1994), p. 55.

-For Universrty
graduates

Females High School

118.

Figure II.8 : Wage-Tenure Profiles of Part-Time and Full-Time Female Workers in Japan

INSERT IL2 (follows 1)
3. A major inequality between females and males : This is less a matter of startin
than of access to full-time jobs and the related career. § s*lary

L and cpmpany size (Mav-Jim» 1993)

___________ . . . . . . i * i ■ i « I0 1 23456789 10 11 12 13 14 15 16 17 1S 19 20

Tenure (in years)
Part-Time FulMime

So-!;e; súr.utotioni mir.Q eir> »------- ■ ~

Table II.

1,002

(d)

4 : Average biau uhx j

OFFICE
WORK

More than 500
emplovees

d)

Less than 500
employees

(2)

Company
Influence

of size
(l)/(2)

University (a) 187.326 183.021 1,023

High School (b) 150.039 148.831 1,008

Influence of
Education (a)/(b) 1,249 1,223 1,015
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relatively hmited The main discriminating factor k tk i
, tne lenmh ofinterpreted either as an evidence for the role of human eauca[!On- which can be

device for selecting the most talented and/or the most hard^ k™2'10"’ °F aS a SCreenin8

exte„ding education from high school to universitydeLs ároZt/.”r'

whatever the size of the fim or the sex of the wage eamer 'H'0™’

Then, the second dtscriminatiog teor relates precisely to the issue of sexua, Qf

iabor. On average for the same diploma and identica| of ,he

between 3 % and 5 % more for thetr stanmg „age. „ is inlerestlng

is sltghtly less for sntall fimts. Finally, the third variable is the size of the fi™...but at the initial

stage of the career, the impact is mínima! indeed . it is significam only for university and male

workers, not at all for women with low education.

nf the WLN to take into account in order to

What are thus the relevant and wage increases (Table II.5) ? May be

capture and formalize its impact upon pr should be selected via mentocracy
Japan shares with France the commonsocial dQRE Ed. (1967)). Then, the

’n accordance with achievements in the education the best performers. For men, this

iarge companies and the public administration choose the

»pe„s the perspective of a career during «bch 'nco corainue

“Poial period where they have <° ?rove tha' ’ V they have to expenence a more or

be promoted to the higher responsibihty. ■ ' fKe ,Ws slrong

importam decline of th*

But this is only a static snapshot of income differentials since now time and length of

career has to be introduced...and this makes a big difference (Figure II.8). In fact, the basic

discrimination largely derive from the observation that women mainly occupy part-time job

with not any career potential, whereas male workers are the vast majority of fiill time regular

workers (S. HOUSEMAN, M. OSAWA (1994)). Therefore, the major inequality expresses

itself at the levei of a complete professional cycle : even if women get the same diploma than

men, thev are basically not entitled to enter a professional career...with some minor exceptions

The distribution of activity rate by age is a good evidence of the Japanese exceptionalism under

Ws respect...even if the gap is very slowly reducing through time (The Japan Insutute of

Labour (1994)).
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competition, since they are rarely entitW t0 emer ,be
are to choose between the withdrawal from th» i u sa|arymen . therefore they

om lhe labor market (and □«toively .o Family and child raising) ot pan time a„d , "

quasi stagnant mcome. Nevertheless, women nlav a r 1 ' ' " A™ '

Consequently, from a macroeconomic standpoint, the opposition between core male

workers and a series of less favorable status might be the more relevant...specially for wage

formation.

r»^matinn • an original mix of decentralization and5. Macroeconomic wage formation . an o g

coordination.
Given this dualism, the lapanese wage fonna.io» is ra.her ong.n.1, Frnm she prevês

institutional descnption One could infer » —ed «oning of tb, labor madre. E.l er

lhe large companies exefr a leadets^P in wage fo^.ion and rhey ímpose «.0 fretes
eeoaomy /xOKd (W) : * ‘

stóag Or .he competitiva pressure " sludies teve found

overall rather competitivo wage formanon. unbala„ces._ and this would no.

an imptessive sensitiveness of nominal wage o lar,3neae unemplovment (K
«essary denve from d.screpaneies in the —“' ° *

ODAKA (1980); K. TAIRA (1983) ; C. SORENT^0

mnosite wage formation, in which both
3 COmpOSlIC O

Many econometric analyses sugg t of ^ew, the small firms pay lower wage
"'echanisms interact. First of all, from a static pomt experience extra profits

their productivity is still lower, which means t a a degree of

due to the fact that they pay wage infenor to Therefore, the potential

^chanization and larger productivity leves in productive investment,

^utnulation rate is higher and large frrm may enefits from the wage moderat.on

fraining and RD expenditures. Secondly, the large recognizes the well kno

‘^ced by a large pool of secondary jobs in the sm of efficiency wage
-Bumentabout the role of the levei ofreservanonwg
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LNSERT II.2 (follows 3)

5. Thus at the macro levei, wage formation is quite sensitive to labor market unbalances
and economic performances.

figure 11.10 : The factors to determine the growth of wages (manufacturing annual
growth rates)

-lo

9 f

= 0.90.

«)
25

KACE =(íw '(^9)

SE l-78'

8S 89 90 9‘ 52 93 (i
R9 cg 84 -85 S6 . 8/

7S 79 80 81 82 .

„ TC + 0.590 LP

-2.484 + .3.775 JR

= j.99, ísg®"°" : 74~93"

Vage : ^^^3oàju±)
■JRÍTÍãii/JffiféSS) :

: 7fíS^íj)5RÕ^Ít-I^S!DDo?0^<cslí£k
KilT
(5^5

2. fOáOo •

20
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„ „„or (S BOWLES (1991)) : secondary labor market wouU

.„ ortM „

preserve emp^en. stablhty. commttmem and Hgber producttvtty

nnmPtric analvses of manufacturing wage formation tends to confirm
Time senes econometnc anaiys« ut

rhís hierarchical approacb (figure 11.10). On one side. ibe drsequiHbrium berween job ofes

and vacancies bas a stgnificanl role in wage modera.ion, which expresses rhe competitiva

pressure exened by lhe seoondary labor market. On lhe other side, borh producrrvrty variations

and terms of trade capture lhe possible impact of the large company nucro corporatism (R

BOYER (1992)) or the principie of the informational rents sharing (M. AOKI (1988))

Furthermore, the nominal wage is indexed with respect to consumer prices, more or less in line

with what would forecast an analysis of Fordism, since it is the method for maintaining living

standards whateverthe evolution ofinflation. Nevertheless, this might be a spurious correlalion

since consumer price varies along the current macroeconomic State of the Japanese economy,

specially capacity utilization. Price indexation could well be the indirect outcome of the global

Japanese « régulation » mode, including price competition and rather a competitive wage labor

nexus.

It is importam to note that the econometnc equation displayed by Figure II. 10 has

rnteresting macroeconomia properties. Contra^ to a typieally Fordist one, if an adverse

producovrry shock occurs, it is immedialely mflueneing nominal wage formation, conIrary t0

tne médium term indexation whirh íc „the nrnfit h e in United States or in France. Thus, in Japan
tne pront share should be less aflFkrt^ .of waee form >’ ■ tbnS being eí'ua1, Contrary to a Swedish model

wage formation m a small open economy when ,|,e „ ■ A , .
rapidly than impons, i„ Japan workers °f “P°n are lnCTeaS'"g

competitiveness and their employment. This f '°
the 60’s and earlv 70’c pv eature seems posterior to the first oil shock, since

'v s expenenced a quite difflearning process operati • erent adíustment pattem. Clearly there is a
6 JdPan about waeemaintenance of the competitiveness of matlon, which nowadays embodies the

1973. Therefore, the challenge of th POrt*nê sector...which was not the case before

formation ~at least at the macro levei recession is not so much a reform in wage

infra)- Ut the viablllty of employment stability (Section VI
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2. Highly fragmented enterprise unions..

and declining unionization.
Table II.6 : Union Membership and Coverage

LNSERT II.3 : THE JAPANESE WAGE LABOR NEXUS : BETWEEN NORTR
AMERICAN DECENTRALIZATION AND GERMan COORDINAtÍoN’

io rnarke: sector membership raisj :r, 1923 (V($ser. !99.. Tao.e 4.9,.
' |“ comoaaies where at leas: 74 percent of empioyces belo.ng to Lie uraor.. noa-uaioc oca^

ajs3 rc-ejve uorking condittons specitieò in the union çps:ra::

Table H.7 : Union Structure

Country

Membership Cosera ge(^)

Total Public/Pri*
vale*

Changc Total Cbangc

AujtraliJ 2.1 Dedming S5
(awards)

Subk

Áustria 60 1.4 Declining •> 7

Fnnce 14 3.2 Declining 90 Stable

35 1.5 Declining 90 Subk
II luiy

Japar.
Nethcrlandà

39 1.7 Declining 39 Declining

2.4 Declining 25-* Declining

25 2.4 Declining 100
75

Subk
Gro^ir.g

H Spair. 10-15 n.a.
Increasing
Declining

•) 1
Sweden
U k

S5
40

1.0
1.5

7 o

USA ló 2.S Declining
^=^5= ■

20

* Rjnc

Dech&ios

of public sector

BC - blu. coll.c WC - whil. »">'

■---------------------
Numbcr of Unions __ __ Altern. Organiza nona!

Basis
Country

Toul In Barg. Unir Availabk

Australia
Áustria
F rance
Gcrmany
luly
Japan
Nethcrlands
Spain
Sweden
U.K.

299
15

24

72.222
251

70
230
120

Mukipk
1

Multipk
Multipk
Multipk

1
Multipk

7

2-3
Multipk

1* _

No
Yes
Yes
Yes
No
No
Yes
Yes
No
No
No_______

Craft
Industry
Industry
industry H
Variabk
Enterprise
Industry
Industry/Hnterprise
Industry/BCAVC j
Ccaft/lndustrial j
Craft/ladustrial

1 USA

3.......but good synchronizat^n and^co°r g^jnin StruC^,re

Country

Au»tr»|ia

Gcruuny
ll>|y
J»p*n
N«lberlindj
sP*in
S^cden
U.K.
USA

Ch»nges

120.000'

Number of
Contracts

Levcl(s) of
Ncgotiaúon 25%

Yes
Y«
Yes

60S +
6.261

32.000

72.222
849

4.000 Yeí
40'50%
Ded-
No

Wagc
Drift?**"

• piuí íinde-urm agreemenu
- piuJ inJuStry-level impkmenuuon

Federal/Suic »^d$.
Industry (FcH./Sute)
I nd us t ry/Enu rp ri s e
Industry (reg.)/comp.
Industry/phnt
Enterprise
Industry/company
Eronoaiy/lnd./Entcrpnse

EcoDomy/l ndus l O'
Industry/company
Piant/enmpany multi-emplo^

Stabk
Subk
Dcccniral.

Subk
Decentnl-

Subk
Deccntríl.

7
Pccentnl.
Decentr»!-
Decentrtl-

Source : J. HARTOG. 1
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LNSERT II.3 (follows 1)

4. But wage dispersion decreases until 1974 and then increases, which sugoesls

weakening of spillover efTects

Figuren.il ; Wage dispersion in Japan 1956-1989.
*0.30

*0.25

■0.20

■0 15

■0.1C

0.05

0.00

Dispersion coefncient for lhe amount of wage increases :s definec as :
(third quar.ile • first quartile) / (median x 2)

5. The leading industries for wage setting are mainly the exporting ones
competitiveness is taken into account by wage formation

0.5

1950 1965 1970 1975 1980 1985

Table n.9 : Leading and non leading industries.

■W":T TSURU <>’«>. P. 24 and!6

Key Industries Non-key Industries

(1) Chemicals
(2) Steel
(3) Electrical
(4) Motor Vehicle
(5) Ship Building
(6) Private Railroad

i Transportation

;(1) Food and Tobacco
(2) Pulp and Paper

1(3) Petroleum Products
|(4) Rubber
> (5) Cement
i(6) Electric Wire and Cable
, S ±^7 and Fabricated Metal
io Who^sateandRetailTrade
;(9) Electric Services
j(1°) Gas Production and
■ Distribution

Figuren.il
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6. Japan within a taxonomy for the WLN ■ •

" “"menow 10T™
of the JWLN. Most of the literature focuses exclusively 00 1 Ê C°n'rary the sPecific'ty

bargaining upon the macroeconomic performance mainh^ °f Wage

lheoo' this issue must be relaled .0 the cohesive„es’s 7" í “XrT "

the accumulation regune. These two qUBtions be “'"'““V wr.b

A recent comparative survey provides an interesting starting point (J. HARTOG, J.

THEEUWES (199o)). Japan exhibits a quite low unionization membership, only superior to

the French, Spanish and American one (Table II.6). The declining influence of umons is shared

with most OECD countrie : the Japanese trajectory derives from past companies strategies in

order to erode and then intemalize unions power (see 1.2 supra) and nowadays the loss of

relevance and legitimacy of unions seem nearly irreversible (J REBITZER, T. TSURU

(1994)). The major singularity of Japan derives indeed from its reliance to enterprise union.

quite an extreme case (Table II.7): It is why previous regulationnist research has captured this

specificity under the headings of micro corporatism and company-ism. A second distinctive

feature opposes Japan to UK. In the later, very decentralized negotiations usually lead to large

wage drifts, since any labor scarcity is immediately converted into wage demands, which spill-

over from one company to another, or from one craft to the other (R. DORE, R. BOYER, Z

MARS (1994)). In the former, since the mid 70’s, shunto negotiations introduce a wage

moderation which spiU-over from lhe less effiriem 6™ lo lhe more oomperinve one : lhe wage

drift is specially low in Japan, since lhe large íinns do nol overbid in order .o poach workers

(Table II.8).

In other words, the institution of shunto and its reform after the oil shock (T. TSURU

^)) are preventing the British disease of accelerating wage even if the context of poor

°mpetitiveness and high unemployment. On the one hand, the synchronization and the

^hon of the wage with respect to the varied interests of small and large íinns, managers
Workers allows very small dispersion of wage increases (Figure II. 11). Nevertheless, the

age dlsParities increase again after 1974, may be because the restructuring of manufacturing

is more important than prcviously. But on the other hand, the inner dynanuc between

ness c°mmunity and unions has prevented the perverse evolution which led to the collapse

°fthe SWIish corporatism : in Japan, the key industries in wage formation do not belong to
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institutions behind average wage formation and
THEIR EVOLUTION THROUGH TIME.

A. A taxonomy

FIGURE 11.12 : THE

B Their impact upon macroeconomic performance and social stratification.

CONFIGURATION ________ MACROECONOMIC and social impact
Inflation Unemployment Productivity Inequalities

Full decentralization :
Cl - And power to the

wage-earners
C2 - And power to the

++ 4- +/? ++

companies
Synchronized:

— +/? -/? ++

C3 - And power to wage-
eamers

C4 - And power to - +
fírms

Sectorai negotiation :
- - + ?/-

C5 - Sheltered
economy

C6 - Open
+ + +

economy
Centralized and shared

- 9
+

power:
C7 - Sheltered

economy
C8 - Open +

+
economy
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llie public or the sectors sheltered from foreis„
|W) This warrants that externai and long m„ competitiyeness is taken■ ““ r™0

wage formation and the hierarchical stmcture of the JWL preve„B a„„
P events any significam wage drifi

Under this respect, Japan txmtradiets the famous statement by L CALMFORS and 1

DRffHLL (1988) accordrng which oniy My centrali2ed or Hy

bargairung Systems are compatible with fúll employment (Figure IL12). A strong bargmng

power of the firms and the synchronization by Shunto provide a fine tuning of nominal wage

formation which fully takes into account competitiveness and employment preservation By

contrast, the highly centralized Swedish and French configurations do not resist to the

strengthening of foreign competition and financial deregulation. The rather or totally

decentralized negotiations of UK and US are not totally satisfactory, since they deliver poo

employment and/or increasing social inequalities. Paradoxically, the micro corporatist Japanese

model has proved an unexpected resilience and adaptability.

• In terms of of Mor. Japan shares with Gemtany the pnncipl. that workers are

t thoir allocation to some definhe tasks imposed by the
dehned by their coo.pe.eoce not We Jjpa„ 

current State ofproductive ofd«o„ of Ubor is ,ui.e

whereas there are generic in Germany.

different from American Fordism.

But wage formation is only a component of the whole of JWLN. In the light of the

previous analyses, the relative position of Japan can be assesseri with respect to eaeh

component of the wage labor nexus (Figure 11.13).

. .. mo In North America or in France, work intenshy

The nature of workers control is ongm jncjtatiVe pay systems. In

is mainly imposed by a hierarchical contr obtamed either from the self interest of

Japan, Germany a more explicit commitm jnternal labor markets. This is not

Professional workers or the adequate des.gn ° (T NISH]GUCHI (1994)). Under

necessarily culture based, as Japanese history gg phenomenon exists within

this respect, some international compa hiqhly individualistic society (
' W.c lar6e menção ™ “ colN, A L. KALLBBERG (.«))

TAKEZAWA, A.M. WHITEHTLL (1981),-
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FIGURE U.13 : A TAXONOMY FOR WLN AND AN ANALYTlcDEFINITION FOR THE JWLN AL

DIVISION OF LABOR
According to

LIFE

STYLE

Inegalitarian

SW

UK WELFARE

SW, J

Externai
& market
directed Universalis-

tic System

Specific
and/or firm

related

Internai
and/or

organized
LABOR
MOBI-
LITY

US, FR, UK SW G J

macro
disequilibria 

and form
related

WAGE FORMATION

built Incitation
Upon /

/ Co

ment

FR, US, G
Inert and Responsive to

sectorally or
nationally

determined

FR
US

UK

US
U

Task
Generic firm related

WORK
ORGANIZA-
TION Coercion US

UK

Competence

Egalitarian

FR : France - G : Germany - J - japan .
P UK United Kingdom - US : United States -
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O

internai and organized by

a strong exception to the

the most efficient method

^or mobíliiy can be eifher «fernsl and raarle,

rnanagers and eventually pnblic administram Clearly Japan is

neo-classical belief that perfèctly competitiva labor markets are

for allocating labor Most Fordist coontries relv opon extenral »»! v «
JTnz, T . , _ - P external and market flexibility (US

and UK). Japan belongs to the clan of organized mobila h„,
g ni-ea mobiluy,^ contrary to what is observed

i„ Sweden or Frar.ce, the large corporations have the iráiative and the Mrrastery of Labor

is only helping the pnvate strategies of work redeployment 1, remsins to be assessed „„der

which conditions the collective pool of competence is better enhanced : via externai labor

market mechanisms or intemalization by the firms Is the Japanese WLN suggests the merit

of an organization of labor mobility ?

0 Conceming wage formation the bottom line is not any a priori preference for centralization

or decentralization, but the reactiveness to macroeconomic context and the cure for

unemployment. Again International comparisons oppose relatively inert wage formation and

sectoral or national levei bargaining (France, US) to a high responsiveness to macro

disequilibria and/zrzz? relatedpay system (Japan). Again, in the context of the 80’s and 90’s,

the typical Fordist wage system is far inferior to profit or productivity sharing schemes. The

degree of labor market dualism introduces some significant differences and plays a

structural role in the JWLN.

o

0

a- n tn the decree of income and

Finally, life style may be eliust or ^^j^^^ket segmentation, the

Wealth inequality. This is up to the egr progressive taxation. n e
Political process which leads or does not lead P

The collective elements in the reproduction of labor force can take contrasted

configurations Either the demands of workers unrons and citizens have been strong enough

in the past to rnduce sigmficant interventions of the State in the domam of educanon.

 t France Sweden). Or, on the contrary,housing, health, retirement payments (Germany, UK, ,
J A thp rpçnnnses localized : then the firms,

these demands have remained fragmente an nanv-ist welfare

Wially the larger one, can use frmu» enough, social

“

^elfare State.
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TABLE II. 10 : WORK ORGANIZATION AND SOCIAL DIVISION OF LARn
JAPAN: CLOSER TO THE NEW SKILL-LABOR NEXUS THAN TO FORDis^

A. FORD!SM

NATIONAL SKILL
PRODUCING SYSTEM

° Poor technical education
system

° Firms are not deeply
involved in skill enhance-
ment

° Firms and public authorities
unwiliingness to pay for
training

° Few transferable skills due
to poor institutionalization

WAGE-LABOR
NEXUS i

________________________________________________ I

° Highly hiersrchical work !
organization

i
° Polarization of skills,

lhe job sets the compe- |
tence of individuais

° Externai mobility is
importam

i
!

° Wage according to collec-;
tive agreements and/or i
labor markets mechanisms;

B. THE NEW SKÍLL-LABOR NEXUS

NATIONAL SKILL
•PRODUCING SYSTEM

° Extended technical educa-
tion and/or apprenticeship

° Large involvement of firms
in skill enhancemeni
. on ihe job training
. technical centers

Private and/or public
willingness to pay fo
training

Significam transierability
of skills within or outside
the firms

WAGE-LABOR
NEXUS

I

Integration of the v/orkers ;
to first leve! decision
process

Individual competence
shapes the job

Labor mobility is interna1 2’
to the firm or collaciiveL/
organized Ii
^'ages take imo accoun: ,
v>orkers compsísncs |
2nd firms healtn |

SourciL ■■ R- BOYER, r
OLI- !?93,p. ós.
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Japan belongs more .o ,he Swed.sh side ,ha„ „ the

Qccupies an m.ermed.ate poskion (intended for™, equali,y. óe faao ra|hef

inequality). Prevrous research has shown lha, ,oo hrge ,„come differenliah are de,«a,

,0 the emergente of mass-consumpnon. On ,he eontrary, in the SO's and Ws, ,he erosion

Of middle classes and the new heterogeneity of life style may be compatible with new

accumulation regimes built upon social differentiation of consumption pattems (R BOYER

(1993)).

From this brief synthesis, one central conclusion emerges. The Japanese wage labor

nexus is at the other end of the spectrum, with respect to the American ones for 5 or 6

components : it would be daring to label as Fordist such a WLN. Clearly, the JWLN belongs to

a different brand, which is a possible follower and altemative to the Fordist WLN The same

principies, if not the same exact institutional setting. are shared by Germany (and to some

extent Sweden) It can be argued that these countries have finally converged toward various

variants of a rather coherent system (Table II. 10). Unfortunately, the iong recession of the

early 90’s puts severe strains upon all these WLN, however «superior» to Fordism they

would be, if clear intemational rules of the game were prevailing and orgamzing a « fair»

competition among « régulation » modes.

d, THE JAPANESE WAGE LABOR NEXIIS TO THE
Hl - THE CONTRIBUT1ON 0FTHE stMCADES.

ECONOM1C PERFORMANCE

act of the JWLN upon the
The task is now to understand what has bee deve|Opments were

Japanese growth pattem since World -or task for economic theory is to derixe

analyses at the micro levei of the firm. Therefo , raCtions of firms, umons, banks and

some macroeconomic regularities from th proposes a methodology based on

govemment. It is not an easy task but « régulatton » t0 generalize

socialization of individual strategies by inst.tut.o the rol o

the coneeptofwage labor nexus into the notionofs feature for Japan (an

^orkerdcompetence in shnpinB — ehnnge. order 10 exp^
^„y). Li, rough si— °f ‘ C**e“SS

Srsily the exceptioMl growth and sute^e”

^aPanese economy.  
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1. From the micro regularities of the JWLN to the macro accumulation regime.

Old neo-classical theory used to rely upon the fiction of the representative agent in

order to derive explicit macroeconomic consequences from a purely micro analysis Any

reasonable economist can easily be convinced that this stratagem raises as many difficulties and

dead ends, but it has at least the merit of introducing a lot of simplicity in a nearly intractable

issue. More recently, some pioneers have rediscovered that the lav, of large numbers allows a

much more satisfactory link between scattered and stochastic individual behaviors and some

macro reeularities. It is a promising avenue for future research.

The strategy of the institutionalists is quite different. If modem economies generally

exhibit some predictability, it is precisely because individual actions which would be largely

randomized in a pure institutional vacuum are channeled or constrained by the rules and the

interactions among economic agents. Any regularity observed at the aggregate levei is thus

indexed with respect to the institutional forms. In some extreme cases, the institutional setting

totally determines the macroeconomic outcome, but in strict generality, only a careful analysis

of the strategic behaviors allows to derive the properties of the related game. Furthermore,

evolutionary games do use the role of large numbers, and derive properties of a complete

system which are no more the mere extrapolation of the representative agent.

Why do national trajectories differ so much, specially since the first oil shock (R

BOYER, Y SAILLARD Eds (1995)) ? Because previously seemingly Fordist and

homogenous institutions across countries do look more and more distinct as time elapses, since

the underlying structures were different indeed and the firms, the unions and the govemment

made quite different strategic choices after the 2 oil shocks. Concerning Japan, a two steps

analysis is required :

A, ,he company /eve/, the sane oonptaentant, between enployment stabtlity, or, the job

trairung and wage career seents ,o prevail what ever the minor div„ge„ce i„ managenren.

(Dragran, UL1. A). Funhennore, each eotnpany is immersed int0 ,he _ eco'„omic

and social relations conceminc the acople ,
general education, to credit, to labor market

segmentation, retirement practices and i
«salarvm j u C lear sexual division of labor between

salarymen» and house-wifes. There k tW u
ne chance that aggregating all these firms,
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,he macroeconomia! gets some rather well defined regulanties. fct i„stTO in ,erTO of

formation and productivity increases

o But the nalional economy levei is not a simple aggregation of finns, from a purely

stochastic point of view. Quite on the contrary, the Japanese economy exhibits an

impressive series of coordinating mechanisms which govern wage formation (Shunto),

procurement (partnership and subcontracting), credit and capital accumulation (Keiretsu)

and even technological expectations (MITI) as well as a shared vision about the next stage

of economic development (role of planning and administrative guidance). All these factors

should give a lot of clarity in the relationships between macroeconomic variable and

institutional forms (Diagram III. 1. B).

2. The skill labor nexus and endogenous technical change : a neo-kaldonan growth

modei.
The transition from Fordist «TN toward new conf.gurations has suggested the

generalization of the initial concept of « rappott salarial » toward . more extensivo defini.ion

which would relate its componente to the national skill producing s>«em (Diagram 111.2).

When technical change becomes the vector of competinon. cap.tal.st eoonom.es are

undergoing pennanent transformations of Products, processes and organ d recEiv

ahility of the work force to cope with these un.ess tra.sfomta.ions of productto.

related to a series of factors goveming ski orma i . (o pay for education and

System, finns involvement in trainmg, the willmgness of technical education

«ng and ftnahy the degree change.
tum out to be crucial factors in the genesis, spee

. a npn-kaldorian modei in which both
A previous intemational companson has propose competence

the increasing retums to scale, the innovation act' BOYER, Eve CAROLI ,

°f workers are the three sources of producti i y ejates the niain parameters of the
,995). Insert III. 1 presents the backbone ofthis modei degree of cooperation in

sfcll labor nexus (ability to innovate of workers an ’ ncy of the training
tprhnical eaucauuii,lndustrial relations, propensity to pay ^jch derjves partially from the

Wem...) with the mte of an endogenous tecbmc ‘ jn th£ sense

c°mpetence of manpower. Furthermore, purely Fo

eoonom.es
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ttet the market growth rate is setting some limils ,0 ,he
increasing retums to scale. and the reJated

From . theoretical point of ™w, tte form^„on .

powth regimes accordmg to the degree of cooperation in industrial rel.ttons and the

efficiency of the traming and educational system. it shows that it is nearly impossiWe t0 shiB

from a iow skill-siow technical change growth to a high skill-fast growth pattem. For instance,
quite any OECD country would like to import a variant of the German dual training system’

but alas all these reforms have been blocked by the incompatibility with the other components

of the native WLN. Thus, from a strict theoretical point of view, the history of the skill labor

nexus is channeling the curtem direction of technical change. Thus, the related trajectory is

difficult to change in the short-medium term. This is a potential explanation why the OECD

economies have followed so different tracks during the two last decades.

3. Japan : the art of playing on the two sides of Fordism and post-Fordism.

Within this framework, how to interpret the high growth and subsequently the high

competitiveness of the Japanese economy ? One interpretation has already be provided : the

large corporations have perceived that the oil shock was opening a new era for competition

and convinced their workers to accept a significam reduction of productivity shanng in order

to finance more investment in the sunrise activities. The present model suggests a different

explanation, based upon the hybrid character of the Japanese accumulation regime.

O

0

U- r. of industrial relations has not allowed managers to
On the other hand, the specific history djvision Very early in the 50 s,

«rictly implement the canonical Fordist some demOcratization aí the shop

the workers and their unions have vocally em a long history of
J!<w/w/,toparalw-^p<’“twd'm°cra,Baw

On ,e One hand. the ma— «tor * —Z —

,0 scale, quite Fordist indeed undeM adapiation rf

theories expiam as a pure oatehmg uP den.es

American methods for mass-produotion. By «m r , mduar).
the WLN induces a slow growth and an absenee of ea.ehin,

(Table III.2).
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trials and errors. the JWLN enjoys finally a raiher favorable configuration : first, good

general eduearion is a pre-requisite for the aeeeptar.ee of teehnieal ehange ; second on the

job eontinuous improvement of skills is mdueed by the expectation ofjob stability ; fi„allv

the managers accept the marginal innovations suggested by shop íloor management and

grass root workers. They do so due to the micro-corporatist or company-ist compromise

about the sharing of productivity increases. Many statistical evidences suggest that the

eontinuous training of workers is quite intensive in Japan, with few or no equivalem

elsewhere, with the possible exception of Germany (Graph III. 1).

Plugged into the previous model of Insert III. 1, these features of the JWLN —or more

exactly Japanese skill labor nexus (JSLN)-- provide a very simple explanation of Japanese

performances during the last four decades. Until 1973, these successes are up to the symbiosis

between typical Fordism mechanisms and competence related innovations...but this second

factor did not played a very major role. After 1973, and still more after 1985, the Toyotist

aspect of the JWLN overcome the previous Fordistconfiguration : product difterentiation, high

quality, speed of reaction to changes in the markets are the direct consequences of the very

efficient JSLN, which has been progressively elaborated over nearly one century (Insert III.3).

In other words, the JWLN has exhibited a noticeable capacity of hybridizcition between

American methods and the constraints derived from the position of Japan after World War II.

This hybridization, associated with a major dose of pragmatism, might explain the surprising

dynamism of the growth pattem of Japan. This is an important lesson for any prospective

analysis.

aeeeptar.ee
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m 1 : A GROWTH MODEL WITH TWO SOURCES FOR TECHN1CAL |C^SER CHANGE.

1. The main hypotheses.

. sis :16 °f market exPanS!On domestic (g) intemat.onal (gj

(1) gA> =X[.ug-(l-n)ge]’ a<j 0
r* — •

• to.ovat.ons which oriSinate ta ensioeers „d lechnlcla,s Ej on OTe
workers Ei on the other side :

g.-c = Hi Ei + Tb 8: E2 5, > 0 0 < ri; < 1

Si is the rate innovation per worker and rj, the rate of acceptance by management of the innovations

The skill levei of engineers is assumed as exogenous (E? = E?) and before the training policy concernsf
the fraction fo the workers (1 - u) which is trained. It takes mto account the reqinrements from technical f
change EogfAj) and the reluctance to pays for training, according to parameter b

(3) d(l-u)/dt = - a (Ej -Eog(Aj)) - b(l -u) a>0 b>0 |

The skill levei of the rank and file workers is set by the efficiency of the skill producing system |

(4) E! = e(l-u)
Finally, the gtowth tate of the econon.y depends «pop the e.ota» of d.e «oddng pop.toion (uN> »d

the productiviry increases
f E1 1

(5) g = p (H-Í-—) 4 Y] gA] T ®a2 Eo(8a2J isrelated

This expresses that the potential for converting ^0^j°nS by^eattS^^ofinnovation.
totheadequacyofexistmgskillswithrespecttothesktllsrequireo y

nro soecific hypotheses concemmg respect.vely the

The model can be solved and discussed giv®V*° of mnovation - i.e. Eo(g.v) - 3110 11,6 inipa

relationship between skills requirements an ■ 0[ £t/ EoCg.v?)] •
insufficient skills upon actual productivity mor

Figure 2 : The impact of Mlls
Figure 1 : The impact of technical change avaiiability upon the pro uc i
uPon skills requirements. vity increases.

E./EoÍSa?

0( E,/E,(Sa.)) “ 6r“
then constant.
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form

Figure 3 : The variation of the equilibrium with rcspect to paramcters.

In the simpjest case where only one solution exjsts, here are three possible configurations.

The smaller slope of y , the higher the rate of technical change g.v* ■ Thus along the long run
equilibrium path, technical change is all the faster that:

° Tne more efficient the national skill producing system is (9 high)
i 0 The less reluctant is the society to pay for technical training (b low).

° The more adequate the fit between qualifications and the needs of the firms (Si high).
° The more cooperative the wage-labor nexus is (T)i high).

The growth rate is thus the outcome of two different processes :

Innovations induced
by the skill-labor nexus

g = 71 í Pg + (1 - P) g)a *

Increasing retums to
scale associated to
expanding markets

3. Conclusion.

Thus, according to the specialization and the organization of the educational and training
system, these two sources have different weights. The skill-labor nexus matter for long term
growth.

Soitrce : R, BOYER, E. CAROLI (1993), p. 50-58. =
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'TnçERT HL2 : THE IMPACT OF THE JAPANESE WAGE LABOR NEXUS LPOn]L GROVVTH : TWO MAJOR CHANNELS

tmoortant returns to scale, larger than for othcr OECD countries.
Table IU.1 : Various Estimates for Returns to Scale for Four Countries.

(I) hoauevntt 0 53 0.33 1.83 0.97
í0.9> <?.H (?.3)

1.5?
03 l?.3) (?©•

?75
13 -

00.'
ro íi

007
(0 3j

ro***

05?
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The conngurauon of Japanese economy is quite specific indeed :

° On one side, the manufacturing sector is featuring the highest mcreasing retums to scale, which range
between 1,94 and 1,33 , i.e. the higher among the five countries (X high). This is the major difference
between Japan and Germany and this may explain why the Japanese economy grew still faster after
W.W.1I.

   

"" 1 2 * * * r* rmcT pfxtFTTED FR O M IN C RE A S EN G RE T U Rn ç
S“a\da^^

1. Among the Ove OECD Countries, Japan exhibits a mix of fordist and post-fordist

sources of technical change.
^^rr-n c - r apoi 1 fioo3)l has proposed some estimates for the variousA previous work [Robert BOYER, Eve CAROU U r e

parameters of the model presented by Insert III -1 •

On the other side, micro corporatism and/or company-ism are associated with more cooperative
industria! relations, a positive factor for the acceptance of innovations originating from blue-collar
workers ( r|i high). Simultaneously, given the large employment stability, the large firms are willing
to finance on the job training as well as professional trainmg ( b small). Since the decisions are taken
at the firm levei, one observes m Japan a good fit between the upgrading of skills and the requirement
of firms (6 high). Frnally, given the difíusion and quality of general education, grass roots workers
are able to make many suggestions in order to promote margmal but continuous on the job
tmprovements ( 5, high). Under this second heading, the Japanese potentialides about technical
d>ange are better than the French ones which relies mainly on the expansion of markets (X high) and
the innovations brought by engineers ( ô2 high).

2. Before 1973, the Japanese growth is mainlv hni!t
r.l.ted to quasi-tordist mexbaoisms. Convém |X''“'""“'"S «turns to scale,
spectally important for Japan. Y ft 1973’ the §rowth *low down ,s

For a given and rapid expansion of world markets o th t u
largest productivity increases since it benefits & "e JaPanese economy is reaping the
Toyotist wage labor nexus induces a fast comnMAn intensive Fordist effects, whereas the
why the Japanese growth has been the highest technicai change (g.v)- This is
catching up effect since for instance Great Britain h T t0 This was not a mere
in order to converge towards /American nrodur»- 35 een una^e to speed up technical change
the WLN matters (Table 111.3), P duct,v,ty standards. Clearly, the configuration of

Table III.2 : Some estimates for the impact of the XV LN.

Germany
(Ge)

Japan
(Jap)

F rance
(Fr)

Greal-Brilain
(GB)

USA
(US)

n. *r - - -

a -7 -

e -r — -

b - -T
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INSERT IH. 3 (Foliows 1)

Table II1-3 : A significam growth slow-down for Japan still the hecr r
countries Performer an.ong OECD

Sourcc : Mdddison (1991)

Average annual
growth rate 1950-1973

(percent).

Germany

5.9

Japan

9.3

France

5

Grcat-Pritain

3

USA

3.6

Average annual
growth rate 1973-1989

(percent).
2.1 3.9 2.3 2 2.7

But this strong dependency with respect to the growth of the world economy has a major draw back
after the two oil shocks, the Japanese economy undergoes a slow-down in the growth trends ffom 9,3 3
per year to 3,9 % The technical change induced by the JWLN remains importam but not sufficiem t
counterbalance the negative impact of the crísis of the International regime. This Fordist featur
contrasts Japan with respect to Germany, two countries which enjoy from good trainmg systems.

Figure 4 : The reason why the Japanese growth rate slow-down so much after 1973.

Japan : Strong Fordist effects Germany : Competency related
technical change

of

of

-----------------

’• After 1973, competency related
by conlrast with typical For is c Japan«st system

episode

1). AcompansonVtTtntneric ________
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INSERT in.3 (Follows 2)

° In Japan all the parameters defining the skill labor nexus unply a Hgh equilibnum for the technical
change associated to the virtuous circle : good general education- h.gh innovation rate at the shop
floor levei large acceptance by management. high investment in on the job training. productivity
and quality improvements, which set a cumulative mechamsm for fínns competitiveness.

° In France, the opposite configuration prevails. General education is well organized but is oriented
towards the selection of elite with few concem for the professional training of rank and file workers.
Industrial relations are quite contradictory and managers are not taught at responding positively to
shop floor proposals. Finally, the distrust between private managers and the State civil servants in
charge of professional training induces a poor efficiency in skill enhancement. Consequently, the
French economy is trapped into a low technical change, low growth equilibrium

Thus economies which were considered as twins by some experts in the early 70’s, have stnce then
followed quite contrasted tracks The differences in WLN are quite essential in explaining these
divergences.

Figure 5 : The reason why Japan fares better than France after 1973.

Kesulls ofetained from lhe use of the mode| Qf ,

Of course, many econometric studies would be necessary to carefully check the relevance of this
general model, as well as its use in order tn inok— -.u-  •
Nevertheless, « opens a reconciliation of lone tern, h e. y .the post 011 shock national trajectones.
closely Imks the wage labor nexus extended to rh Ju, StUdjes with “itemational comparisons and

skill labor nexus, to the growth pattem.
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It is time to derive some prognoses about the contemporary transformations, just in the

light of an historical retrospective and an intemational comparison of the position of the

JWLN. A second part will precisely test the following hypotheses against the more recent

institutional and statistical evidences.

IV . SOME PROVISIONAL CONCLUSIONS : WHY THE JAPANESE

EjHPLOYMENT SYSTEM WILL NOT COLLAPSE SOON.

1 The contemporary Japanese « rapport salarial» is clearly an institutional construction, not

a cultural datum which would come from a secular long legacy. It has been the half

intended, half unintended outcome of explicit and strong strategies emanating from the large

manufacturers dunng crucial episodes (the 20’s, the 50’s, the 70’s). Consequently, the

present configuration is not so old and is the result of a senes of pragmatic and recurrent

rearrangements of the various components of the WL 

2. Nevertheless, the so-cahed fapmese emp.oy™. —ns a
wnrkers wage career and on the job trammg, complemented

beWeenJob stabibty for core Ws has proved

by a strong stratiiication atnong ctage, produeing

to be very efficient m ass and a series of adjustment mechanisms has

differentiated goods, whereas interna associated with Fordist crisis.
. riitç wiucn are ujuojjj

prevented massive unemployment

■ rMraí between «*> °PP°SÍ‘e fOT
3. Funhermore, the growth P«"m 1 ' fpllowed rather Fordist methods, but the

large increasing retums to scale has implemented in tepan- In adapõng the

American configuration could not comerged lowarf , Toyotist

American model. the qMl«y and prodnet differentiation. Titis

WLN, i„ which labor for« “>"< with » tapo^ — : “”>a

reminds the so-e^ econ.*
o znmies ofscopean° . h n a major source of competitiveness
80’s, in Japan econonues o . thlS has been

t the 'vona
context of cotnpeútion

 
and growth in the 80 s-
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4 Thus tbere ,s „o, a„y nor m,r,^ n^ty in the W. Th.s challenges tbe

„owadays common Vision according whmh the etnployment staM.ty wouid soon collapse

By a domino effect. so wouid the wbole WLN and the accdmutoon regtme, Yes. we migh,

be observing a new phase of major transformations, equivalem to lhose observed

recurrently in the Japanese htstory of labor relations. Nevertheless, a complete collapse is

quite unlikely. Of course, some professional markets wouid be created and could

complement the previous Systems, employment stability might be revtsed and rationalized to

the workers who are really essential to the collective competence of the firm pay System for

management and employee might be simplified...but a complete phasing out of the JWLN is

not on the agenda at least for the present decade.

5. International compansons provide another series of arguments in favor of this prognosis

The experts who forecast the most dramatic change generally think that Japan is totally

exceptional and cannot be incorporated into any taxonomy or theory of the wage labor

nexus. It is easy for them to conclude that this « accident of history » will soon vanish,

dissolved in the ocean of globaiization and the financial deregulation. This is a misreading of

the variety of the WLN which are simultaneously observed during the present crisis. It has

not been reduced during the last two decades, quite on the contrary. If there is no

convergence of industrial systems, why should Japan evolve toward any other system,

specially the American one, which is finally as exceptional as the Japanese seems to be.

6. Finally, a vrable WLN is defined by the structural complementarity of its five components.

This feature which makes the strength and the cohesiveness of a stable WLN explains

simultaneously, its long terms inertia. It is really difficult to shift from one configuration to

another : it is pamstaking to synchronize the simultaneous transformations of the varied

components such as work organization, wage, traming, and labor mobility. Thus, even if the

Gcrman voeabonal System were perceived K supenor by decision makers and experts in

Japan, it wouid be not easy at all to imniempnt .
P 0ven the lack of any of its ingredients.

The strength of the in-house training is the verv i
ry obstacle to such an innovation... which has

been on the agenda one century ago but not necessary today.

To conclude : « le rapport salarial
japonais 1 » m°rt' •longue vie au rapport salarial
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