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TI
ONS OF THE JAPANESE WAGE

ABSTRACT

The Japanese economic instituti
1tutions are currentl .

he pressures of an unprecede : ntly undergoin e
o ﬁollow’mg i plPoductivzl:yds t1’;3:;:321510n, recurrent political fressir:n;:ogg&lﬁcam transformations under
sectors to Asia. On one side, a cultu ue to the strong Yen and a rapid delocali e American government and
features, which would be ot;served i;ahk? interpretation emphasizes the per;:r:::::eor ?‘m)'vanufacmﬁng
considers the end of the Japanese exceptito:al]i(')s[rlr% un,l,ze o't;‘ the other side. conventiona? n[gzr:slslfc;]aﬁ“ese

; - . ) s r the i u— eory
and the irreversible opening of the Japanese society to foreign?:f};z:,g the globalization of world competition

s.

A more institutional and historical i
in\l;%sligat;s rrtl_ore precisely the emergen?::algxfzis i::“;:t%;iti;seﬂ::o};onﬂimng B o
configuration for work izati j i L AT ;
S e ot e cozl;gfnmz:::on, skall fonnanoq, labor .m_obility, wage setting, wgelfare a;dnlel?e!ss;n'llf- “l};e
witin e large s, alfied with nexus between job siabiliy, wage career. continuous up grading of kil
e e Japanese: " ak significant but_ steady 1pcquality within smaller firms. is not a long term
deploved explicit strategies in 6rde(; I(:Zt:tl;l;g:ﬁu:tieoi'to}:ll:e:: nnllxry! e e e
i iy ) ! : ( who were necessary for their competitivi
el ?‘u S:tczr:ld 31 c:;l;i \gar }‘mcsi triggered \'er_v.lmponanl reforms in labor laws. which sull play Ee::)[ll; T:etshsé
e et 'as in uced ar_wther important feature in the emergence of companyism ie. the
has wvpericnced signif wage increases in order. to preserve competitiveness. The Japanese wage labor nexus
unique in the redesi cant tran;formauons dupng previous episodes : the current recession is not totally
gn of the previous configuration. '

mnda?;ﬁédiﬁ:{;ﬁmﬁfi th;;‘lug 10 globalizatign ‘the Japanese.econor'ny will have to converge towards a
components of the w : e erican or Anglo->axon one. Again. a s)stematic wmnwn of the various
American or Britich age labor nexus (Germany. Japar. France. Great Britain. Us. Sweden) suggests that the
during the last sh configurations are only one among 2 §lgnLﬁmm variety. which persists or €ven e_\'gcerbams
labor 35 bujlt two decades. Under many respects. Japan 1S close to Germany or even S\vpden - the division of
are more im upon competence and not at all a precise 'task qf:lmumuon. whereas incentives and commitment
the help of gortam thaq pure coercion. Labor mobility IS mamly internal to the large firms and orgapued with
wage car tate subsidies. whereas wage formation 1S highly responsive to macroecononuc.dlsequxhbna and
compet S largely firm specific. It turms out that such 2 configuration 15 quite efficient when world
ition is butlt upon quality, flexibility and ;anovauon. along with prce reductions.
ific combination mix of decentralizatuon and

be embedded into a growth model. with

ality relates 10 @
abor. but the skills of the

S}TIChIOB ut the major Japanese origin

endoge!:.lzallon. Therefore. the basic features of 2 skill labor nexus cz;mh o 7
us technical chan i 1s the in the division ©
Ia c ¢. The size of the market 5¢ pace > ‘
nk and file workers play ag role in promoting marginal and continuous innovations. o be added to the actvity
: he skill labof nexus largely sets the speed of competence

of lhE: ene
ngineers for more radical innovations. Thus t phases of Japanese growth and

relateq ¢ -
S i i 10 understand the twO :
rines Fid o s g e loited Fordist pn'nmpdcs about division of labor and

1d trade has induced the most

COnom;
*eonomic performance. From 1950 to 1973, Japan has exp inci
eneral slow-down in Wor .
m a Toyoust wage labor

Merage;
. -~asin :
Signify g returns to scale. After the first oil shock. the & T then bene Ced fro
e is country benen’™
but this o nses to changing demand patterns and

can .
nexys, si,: decline in growth rate for Japan. but
Volumes ce 1t has allowed product differeniatio

n and quick 1espo

7 much mo 1ability and conunuous reforms
exus : _Sax

e far from converging towards the Anglo-Saxon model
al relations 3r¢ 5 ese €CONOMUC INSHULIONS. but

obility of
the collaps¢ n%;t::‘:f?;nml demands and internauonal contexte.

cope with t

To ; re adap
han uSUal(l:(_’nCMde. the Japanese wage la has show
on Y considered. whereas industn

th *quently, the - 163
Blr ka0 1SSUSHR the 90’s is not

abilipy
¥ 1o be reformed again in order 10



ANE
0. THE JAPANESE CONTEMPORARY ECONOMY
REGULATION THEORY. IN THE LIGHT OF

This approach was first initiated by a long term analys;
accumulation regimes for the American capitalism. Then, th ysis of the transformations of
and extended to the French case. Thus the regulationnjst’ap:r::::hmet:odo?ogy was applied
simultaneously generalized by the multiplication of national case studi:: ;z::\l::rlememed a-n i
America, from Russia to new industrializing Asian countries. At each stage, the b:::: tc(;]:;i:]n-
have been made more precise or redefined, whereas the initial concem for macroeconomic :‘5
been extended to a larger variety of tools. The present state of the theory is far different :ro:

the configuration of the early beginnings, twenty years ago (R. BOYER, Y. SAILLARD
(1995)). - SALLL

The Japanese capitalism poses a special challenge to this emerging theory. Firstly, it 1s

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

Japan and possibly Asian NIC’s to define an alternative to Western capitalism. Secondly,

co - - . -
ntrary to other approaches, this is not a matter of mere implementation of an already

completed theory but a guestion of adaptation, search for new definitions and generalization.

Thirdly, many Japanese and foreign scholars have already analyzed the accumulation process in
n agreement about the pre, post

the light of regulation theory...but they have not yet reached a
(Y. MIYAMACHL, J.A. PECK

or neo-ford; . ‘
neo-fordism which would characterize the Japanese case

(1993); Y. INOUE, T. YAMADA (19%4)).

panese mode of regulation and the

task of the joint project on the Ja
jts which would emerge from

mmon resu
of this process and deals only with the

This is precisely the

curr . . .
ent seminar is devoted to finding out some co
art

folloWing issue : given the current state of the regulationnist theory of the wage jabor
WLN), which results do apply to the Japanese Cas€ and on the contrary what are the
®Omponents and the articulation t0 other instirutional forms which are specific ? This
nve
pect and comparativ

i
arious research, The present paper i only a small p
nexus

d from past research, argues in favor of

Int : .
Toduction briefly presents the major findings de
e analysis and finally

an . :
., 2Malysis which combines both historical retros
cross fertilization-

poj
nts out the major findings derived from such @



1. The seven pilia

investigations about WLN

to

rs of the wage labor nexus analyses.

What have we learnt from the rather large volume of theoretical, applied angq hiﬂlon‘c
t hav

; e findi
2 It may be convenient to sum up these findings unde, the heading

of seven major propositions.

Pl

P3

P4

+ Polincal siruggles and strategies out of structural crises are key Ingredien;s ), the

mransformation and emergence of new wage labor nexus. This means that a pure theory of
labor market might be esthetic and quite satisfactory for the theoreticians, but it cannoy
capture the more essential features of capitalist transformations if so-called | labor

markets ».

- Consequently, even if there are broad historical epochs. the configuration of the WILN is

largely specific 10 each national enniy. Basically, one observes huge vanations in the

nature of labor laws, the objectives and organizations of unions, the relative importance of

Private contracts and collective agreements.... « Régulation » theory argues that these

configurations cannot be analyzed in terms of imperfections or frictions with respect to a
single general case._ et it be the fiction of

pure and perfect labor market...or typical
fordism.

. For moder ] j
n capital;sy economies, the Cohesiveness of the various components of e
WLN 15 q major ingredien; of the accy

o mulation regime. Basically, wage-earners are -
majony
thus work Organization and the pay system aré

Crucial -0 AR )
I explaining the direction and the speed of technical change, the degree of equality

In income distributj |
the ribution. The Post W.w 11 exceptional growth would not have occurre! '
Wage-eamners haq not been inserte in

to mass-consumption and mass-production.

i on the

take ingg account the Structura| e stitutional approach builds models Wh’c!;
; Tal compatip; 0

Competition, the monetary regime g between the wage labor nexus, the form?

hes¢



P5:

P6 :

P7

: Durq
n
g structural crises, the outcome is

insututiona] forms, slow growt :
h, potential instabilitie
5 and persi
Istence

re the direct expressions for an unbalanced of
Ced accumulation regime unemployment

777.e ven.' implementation and success of a WLN triggers sl

wlhlcs?c:J”i}:oend up into a qualitative change in macroa,y);::’”(‘:’“ra/ ransformations
cla ry assumes that ec . s. Old as we

S i an A :nzm;c .a'gents optimize their actions in ordel: : r:;ew neo-

st WS y defimtion all the vanables are stationa .

es that the success of a given set of instituti lr;,. i

1onal forms puts into

e e . f

‘accumulation. Adv 1
erse stochastic shocks are not to be blamed for the exh
e exhaustion of a

3 y y l . g

existin 1 jzati
g economic organizations and institutions

aCC ] ili i

upon new i
- . ; :
cial compromuses, order to reconcile the institutional order with the
ot a matter of pure economic rationality or

concerned by this aptitude t0

ffers so much across

requisi :
quisites of the accumulation regime. This is n
the political arena is directly

efficiency mrne
ciency principles, since
attern of structural crises di

sign social relations. It is why, the p
Countries and epochs.

verned by a complex set of

argely open and g0
omic theory is

S. Convemional econ

Strateg;

c . . ¢ o

gic economic behaviors and polmcal decision
y stochastic disturbances which

ssibly mitigated b
historical investig
5, which do not d
ructural crises. But, i
ed by the best informed and

ations Suggest that this
eliver the expected

n most if not

fond
e of totally deterministic processes, P
ac
1 are totally exogenous. BY contrast,

Process is set into motion by deliberate strategie
rities during St
om that expect
s or expers a
pe fordism...&V

Tesults g
S given the vanishing of past regula

es, the final outcome is quite differe™t fr
e, few politician
he 30’ would

ctually forecast that the

Powerfi -
erful agents. For instanc if £i
en if many of its

way
out ‘
ingy of the great depression of t
edi
ents were present in some soattered analyses:
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THE ARGUMENT OF THE PAPER : A BIRD’S EYE VIEwW,

HISTORICAL APPROACH COMPARATIVE ANALYSIS

]

Of the con temporary
Jjapanese wage labor nexus

|

A definite contribution to
growth and economic
performance

- (I

Some hypotheses about
the Current
transformation




Do these conclusions apply to the Japanese transformations of the WL N ~
since W W ]2

This paper Pr ovides a rough test of these hypotheses, according to the following methog

) Combining historical and comparative studies.
Clearly, the Japanese economy is undergoing some significant transformations, but

scholars do not agree upon the long term impact of the vursting out the bubble and the current

recession.
° At one extreme of the spectrum, some point out that the Japanese wage labor nexus

(JWLN) is specific to this country, since its configuration 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 long traditions.

° 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 will irreversibly erode any national specificity, however strong they

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

ife, the strength of the theory is progressively imposing itself to rational agents.

The choice is not only a matter of personal persuasion but can be enlightened by two

Mmethods (Diagram O.1). On one side, available historical sources and syntheses can.actuail_y
JWLN remained basically unchanged since one

answer to th i uestion : has the .
e underlying key g ncluding complete reversal of basic

£rrmations, 1

Century or has it undergone significant transicti=

specialists of industrial relations have tried to

tre S ide, many
0ds (section I) ? On the other si Y s aaaingke

| ithi 1 jies or tax
L the Japanese configuration within their theores ‘
hrough time and does this tre

Japanese 3 . . d t
exceptionalism is eroding ko

:  buil mixing of the

WO decades (section 1I) ? This paper 1S built upon the Rl <h

s results derived from régulationnist research..

With 5 special emphasis upon the previou

onomies :
nd speed up during the last
se two kinds of literature,

A as s on to think that the

to be addressed at © 1S there any reas !

=Sl ive role in explaining first the Japanese exceptional
v

o . osit ) .
Specificity of the JWLN has Plazedha Zumandi“g competitiveness observed since the first oil
the .
:i:)st W.W.II growth and Secog"r i would imply that these successes would continue
oc i ) ew heory _ e . .
N k (section I1I) ? Tl;edn  ency o ing by doing and the specificity of the increasing
€ver, given the path d€



ed 1nto he educational system, on the ]Ob trainin
returns 1o scale which are embedd 1 t N

p (3 eqll. € for an Ongomg st ma \

satisfied neither by market mechanisms, nor State interventions.

[t is even quite unlikely that any economy should remain around a steady and fag
growth path the Harrodian knife-edge instability is no less cc.Jnvmcfmg than the Solowiag
optimism abéut the built in stability of the growth process. « Régulation » theory provides a
different analysis : dynamiC processes are basically non-linear, therefore the economy may
experience transitions for one regime to another, as 5000 as the recurring process of
accumulation slowly but constantly alter the institutional forms and ultimately the viability of

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

nexus.

But these long run trends have to be combined with the disequilibria associated to the
bubble and boom period  the length and severity of the 1991’s recession express significant
change in the previous « régulation » mode and conversely these new short run adjustments

put a strong pressure upon the viability of the previous configuration of the JWLN. This is

specially the case for employment stability, which is more and more difficult to maintain even

for large firms. It is important to compare this episode with the two oil shocks and endekd
period, in order to diagnose both continuities and changes in the capacity to respond 10
uncertai ] : 8 i

nty, technical change and foreign competition. This calls for a more detailed analys's of
the inn i S0y

o transformations of work organization, internal and external labor mobility, W28°
res - i
! ponsiveness to macroeconomic evolution as well as firms financial performances. s
important to di 1
o sentangle between purely short run adjustments which are basically fe"ergbie

medium and long run transformations which m; i tion of
might challenge the previous configura®!

. maCTO ic | o



present crisis of the J i . |
it e | m In the issue to th
mode. Nevertheless, the | e
i relative likelih
ood of

alternative scenar
1 can be assessed : is there any chance f;
American syste or the JWL
ystem, or a German one ? « Régulation » th N to converge toward an
institutional forms, perm » theory suggest '
] anent v S a strong I
S raion ori hybridization much more than conve g inertia of
n for industnial relati . gence tow i
. ) elations. Globalization does not mean th d =
phasing out and the unim e end of hi
ortanc : story, no
p e of the national state, quite on the contrary. Th ry, nor the
ry. The wage labor

nexus might be the best ex.
am i i
ple of this strong national flavor of most institutional form
ional forms.

- 3

introduction.

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

St

more it i ' i i
provides a specific diagnosis for the present state of JWLN.

Ypically in Japan employment stability, on the job training, wage career and labor

m .
arket segmentation are complementary, they are not a cultural legacy but an
y, an extreme and excessive labor mobility prevailed

institutional construction. Basicall
his was not necessarily detrimental to

one century and again three decades ago. T
ary. Furthermore, that most

Japanese growth and catching up, quite on the contr.
sider as a typically Japanese cultural leg

hmical change, search for competitiven
es built after the first oil shock, which had a major

y and pragmatically been adjusted over one
s and the next decade. There exists a

be summarized as the dilemma

he WLN.

acy (cooperation within

observers nowadays con
ess...) has been

the firm, acceptance of tec
significantly reinforced and in some cas

impact. Thus, if the JWLN has continuousl
are not unlikely for the 90’

herefore the jssue cannot
o-classical malleability of t

Century, such changes
Margin of adaptability and t

b :
€tween cultural « fixism » and ne


Sigmficamlyreinforced.md.nsomec.se

' 0,
C2 . Many individual components f

£3:

C4-

the JWLN are present in Other OECD countrig;
. only
. . . Again, man .
cuural compatibility 1S specific to Japan. Ag Y analysts forge, thay

r Sirit 1 1
ol y-ism or micro corporatism have not peen invented by Japye,

paternalism, ct;:l;::a well known « attractor » for industrial relations. The i“ducemem
T:Zi::r;?;n is not exclusively embed(.ied into society wide cultural values, since by
adequate managerial design, SOme American (or French, or Ge'rman...) firms have beg,
able 1o enhance similar behaviors and performances from their employees. The basic
difference is that instead of defining the equivalent of island of cooperation with an ocey,
of adversarial industrial relations and market competition, quite on the contrary, the
JWLN impulsed by large firms has been permeating the whole economy and Supporting
an original regulation mode. It is therefore erroneous to try to capture the so-called
« Japanese model » by a single device (just in time, bonus system, ohnoism,...), however
appealing any monocausal explanation might sound. The JWLN is largely idiosyncratic

even if in retrospect theoreticians can find out the social and economic rationales behind

the whole spectrum of observed configurations.

The Japanese economic performances after 1973 are closely related to a specific skill
labor nexus. For this country it is specially important to complement the wage labor
nexus analysis by a study of the methods and organization which are upgrading generd!
competency and professional skills. A large and democratic educational system s
combined with in house ang on the job training in order to promote social and technica
division of labor. Thus technical change is both linked to dynamic increasing refurms 0

Scale in line wi - ts
' ale in fine with market expansion and the cumulating of marginal and grass 100
1nno

v.atlons. Consequently, the key manufacturing sectors benefit first from -
8roWIng markets ang after the

ty and
d

Feronsios: mid-80’s from a constant upgrading of qual
iWerentiation of products wh;



Cs:

markets call for high and
rather stable growth, large investment in RD ang train; !
raining, low

- Employment stabil;
e B e Ym- | stability supposes a sufficient product diversity and a
mobility of labor ie. a form or another of oli
r of oligopolistic

real interest rates,..

competition (main bank, joint stock holding, keiretsu). Long working h

ethics and acceptance of hierarchy and authority within th o vt
« habitus », manufactured within the family an:i the scho:liirgm' su?po‘se e

e nstitutions. Finally

stab]e.and permissive international regime has been quite instrumental in sustaim'ngl);h:
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 cas’e at the very
moment when every manager or politician was dreaming to «import » such or sucr:x

component of the JWLN !

The Japanese wage labor nexus is currently victim of its own success. 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 mitigat
facturing surplus 1s converted into financial assets, whi

in favor of banking and exposes the exchange rate

nancial markets. Increasing wealth, more

es the initial successes.

Similarly, the Jarge manu ch shifts

the relative power away from industry,
to the vagaries of international sophisticated fi

education and the internationalization of life styles introdu
company-ism is not necessarily

ce a comparative elements and
new strains into the WLN : the ideal of younger
generations. Finally, the Japanese surplu and European
policy makers about the specificity of the acces

for der egulation and import penetration may alter bot
s. The path dependancy of

s calls the attention of American
s to the Japanese markets : the pressures
h manufacturing and services and

i ' wage labor nexus is no
their respective labor compromise the wag

were more evident than in Japan.


pressu.es

Cé6:

C7:

10

the bubble economy may frigger 1he more severe crisis of the

The burstng out of N : :
surprsing long recession, atypical evolutig,

Japanese wage labor nexus since 1974. A

for mOSI MACTrOeconomic variables, costly €rrors inherited from the booming 80’5,

conflicting views about the merit of the Japanese management style, as well as Strong

external pressures in order to redesign many Japanese institutions, including the WL\

all these factors are putting a crude light upon the limits in the adaptability of a syster,
built upon an implicit but strong objective of employment 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 returns to scale
associated to volume effect are at the core of the Japanese competitiveness since the
mid-80's Simultaneously, 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 ?

The choice for alternative WLN is not between culturalist immobility or neo-classical
Jlexibility, but among a vast array of scenarii combining institutional inertia with
h,.ybridlzalion of foreign models and home cooked innovations. In the light of a long run
h'S‘O“Cf.ﬂ analysis, the current debate has to be overcome into a much more sophisticated
and a;-ucul'fned one. Given the likely trends in the internationalization of Japanesé
manutacturing and banking, can managers and workers strike a new bargain which would
preserve the most valuable featyres of the old Toyotist WLN, while maintaining a high

level for emplo ?
mployment ? The paper argues that the American model (totally decentralized

and desynchronizeqd ; 1 i
Nl ed industrial relations) as well as the German one (g e
cestips and professional markets) are
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Economists, specially theoreticians, usually exhibit a stron .
economic adjustments to derive from quasi natural laws, and this ?s Zrop"fn;n_\ ° lconder
realm of pure theory. By professional training they do not want to re:ma' y SE m't y 'the
roots of the phenomenon they study.whereas a lot of empirical ew'g;l::ei eshhjsmn;al
« régulation » modes are socially constructed. For instance, it is now fashionc,a\:let :
demonstrate the superiority of the JWLN within an extended neo-classical theory.. without anv
clear analysis of the pre-requisites under which this configuration is actually optimal, or at ]eas-l
defines 2 second best. Going back into the flow of Japanese economic history might be useful
in order to disentangle berween permanent and transitory features of the JWLN. A case study,
a survey of the origins of Japanese subcontracting and the very regulationnist investigatior;s

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, India 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 international markets (S.
WOLCOTT (1994)). One country was experiencin

exhibiting an impressive but intended turn-over.

g life-time employment and the other was

ant literature about the superiority

earcher, convinced by the abund
aining and the strong commitment

A contemporary res
of life-time employment as the starting point for on the job {7

Of rank and file workers, would probadly conclude that Ja
early implememation of j

ermanence of goodwill an

panese employment 24
fife-time emplo

pan textile manufacturers Were
Ceessfi i ob stability. For instance, the
Successful precisely because of an

c .
Wturalist interpretation stresses the P

d communitarian cooperation,
sem (R DORE (1987))

8 the s ]
in modem Ja
; spiration for the et sees A

posite :

Unf, -
™ortunately, the answer is strictly the op '
rted technologies 11 In

§ .
{Tong breaks upon an efficient use of impo

dia, whereas for Japan, a



has been instrumental 10 developing rationalization_ Contrayy,
m-over '

large and permanent 1l ' ' e .
g ket shares at the international level. In other words, in the 20

mplovm ining mar
employment and gainng . o ‘
I industry made a virtue out of lack of commitment » according to the Suggestive
« the Japanese 1ndus

h is heavily used by the present sectiop
994), whose researc
sentence of S. WOLCOTT (1

F regulationnist perspective, such a counter-intuitive outcome deserves 4,
rom 2

explanation. Basically, it is more easy 10 import machjnesl e .0 e
relevant organization : the same tools were used in India and Japan, but different sogy
relations prevented to adopt the same organization. In India, the related rationalization hag
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 India. Paradoxically, the high turn-over
of the labor force was quite instrumental in extracting the best performancé out of imported
equipment. Thus, whereas wages used to increase more than productivity in India, the opposite

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

By companison with the contemporary JWLN, what are the missing links during the

Interwar period in Japan as well as in India ? Five hints can be derived from this case study -

i D 1 1 1 ) . .
) During this penod, the textile industry used to require low skills, easily acquired by a quick

on the job traini :
] ning. Thus, stable employment was not at all needed in order to recover hiring



been g i g 1

revent an unequal i
.p \ qual share of the dividends associated with modern 1echn
nstance, t i ¢ .
i 2 e car manufacturers, specially TOYOTA, have run into 3 ety
T e . evere troubles (M.A
UM : ontrano, one understand b |
. etter why the |
companies h ive i i i
panies have been so active in their labor strategies just to prevent the dominati oy
crone. uni . omination of
g ed and vocal labor union. The current position of RENGO (The J Insti ,
of Labor (1994: - i N
¥ ( p. 50-51) does not derive from any cultural propensity of Japanese worker
ln a - . . . . S
vor of enterprise unionism but this is the partially intended outcome of decade lon
strategies deployed by large firms (A g
g (A. GARANTO (1994) ; F. SHIMOYAMA (1994)).

w) The availability or on the contrary the absence of some social relations or institutions may
play a crucial role in the viability of a given 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

cu ;
rrent status of the Indian women totally prevented such a pattern cf industrialization.
demands emanating from young

Conversely, in contemporary Japan, some social
This is the

generations or women may significantly alter the configuration of the JWLN.

pPart of truth put forward by the culturalist interpretation, with nevertheless two cav
of the puzzle, not necessarily the leading or central

€ats

First, culture is only a component
may itself drastically alter the so-called cultural

Piece.. since the pattern of industrialization
or traditional values. Is not the contemporary Japan quite different from the ruined economy
which comes out of the second W.W. ? Second, « the ¢
forgotten innovation of the day before yesterday ». Ideally,

Jontly the process of economic development as well as the tran

ulture of today is the outcome ofa
social scientists should analyze
sformation of cultural values

and forms of organization which it causes and simultaneously from which it benefits.

i -
¥) Job stability alone is not sufficient 10 promole compelency enhancement and compary
ghtening ! the permanent workers used their

e reorganization, efficiency enhancement and

Ism. Again, the Indian case is quite enli

bargaini“g power in order to block productiv



INSERT L1: THE J‘{: CENTURY LONG PERIOD.

Toshihiro NI
Japan and thus comes 10 challenge most of the

invariance of typically Japanese features.

ommitment. ¢ . .
: Table 1.1 : Length of Service of Skilled Workers, 1903
Metalworkers Printing Workers

h\'iif Number Percent Number Percent

Under 0.5 1,258 12.9 630 238

0.5-1 3.853 39.6 498 18.3

l.-’ 65 6.6 511 18.8

2—; 1,730 17.§ 323 11.8

33 1113 1. 31C 14

5 or morz 1154 11.7 4533 15.9

Totai 0.755 100.2 203 100.0

Source; Sumiya. 1966:50. Original Soc:ze. Ministey of Agnculiuze and Commerse
(1903). Shokko jijo (Conditions of workars), vol. 2. p 223

2. After W.W.1. the creation of internal labor markets takes the form of :

1. Recruitment of elementary school leavers as apprentices.
1 In-house technical education and company training schools.
1v. Pay, bonus and retirement pay based on the length of service.

Figure L1 : Labor turnover at large manufacturers, 1919-1930.
605

T Mitsubishi Kobe Shipyard
T Sumitomo Sies

Kure Navy Arsenal
----- Yawata Steel

20

20

TN HAS BEEN TRANSFORMING ITSELF OVER—~,

: . : £ subco
4) provides a stimulating panorama 0 e
SO conventional theones which assym

1. Before W.W.1, high labor turnover for high manufacturing firms, without any lifetime!
. beiore YY1,

.. Replacement of « watari shokunin » in by firm-specific job classifications.

acting i,
€ a large




IS

extract the Maximum wage in
8¢ Increases, whatever the cogy might be for the |
ong run viability

of their own industry...and ultimately their own jobs. Therefore, mod -

institutions should not insist so much about the okt (;r :] e;n economic theory of
system, independently from the other components of the labor coemrzpanese employment
system, the skill content and the importance of learing by doine eﬁect:t],: ::J'ch as the pay
does not necessarily emerge from the provision of life-time emp:)Yment by the"t]isrt:cse , ITUS“
wide factors have to be plugged into the micro-economic anélysis The ﬁndin- soocflerS}
WOLCOTT (1994), however specific, strongly support a vision of the WLN asg; set o%

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

v) The industrialization of Japan was initially built upon a quite competitive WLN, not a
proxy of the contemporary Toyolist configuration. The changing pattemns of Japanese
industrialization is well documented by numerous historical investigations (K. OHKAWA
(1957) ; M. SHINOHARA (1970) ; S. TSURU (1977)). In line with some development
theories, Japan has progressively evolved from a mainly agricultural, low wage and low skill
economy toward a highly industrialized, high wage, high skill configuration (R. MINAMI

(1973)). Such structural changes ¢

more restrictive vision of neo-classical economists

international specialization have drastically changed and thus the optimal response of the

firm cannot stay unchanged over such a long period. But then, if the TWLN has drastically

be altered over one century, without clearly

ould not have no impact upon the WLN, even in the
. labor scarcity, technical change,

converging toward a pure labor market

configuration, any believer in the next collapse of the Japanese employment system (Japon

Actualité (1994) ; J. SIEGEL (1992)) shoul

irreversible forces have not operated previously an
called « Japanese

d clearly articulate the reason why such

d why on the contrary, they would be so

: ionalism ».
Powerful nowadays to put a definité end to the so- exceptionalism »

2. A fiction of a typical and unchanged Japanese employment system : one century of

ec i M . .
Onomic history revisited. I
tenatic Survey of the trans

e confirmed by 2 more SYyS '
Japa Insert 1.1 summarizes
94). The convertional hypo

gly

kets, internal markets 0

These hints can b
n over one century.

industri . . . . N e
a contracting i _
1 relations in line with sub e .

t-he Hluminating synthesis by T- NISHIGUCHI (12

"Variance and immobility of the JWLN is stron

refuted : five contrasted periods are

r competitive

Obsmed in which the domination of professiomﬂ mar
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Unde: | 10 20

Lengur of Service (yeass)

ree Wazama, 1978:22. Onginal Sowse: Sholai se:sciy jiko tSwial pohoy eany. rol 3T.pe $1-32
Sou azama. 1978: H Sholai se:sasy jiko tSwial p bullenny h
(3 b en- by

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

1. : Steel
Figure 1.3 : Employment Fluctuations of Regular and Temporary Workers at Yawata
1920-31.
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forces alternate. Each epoch tries 1o solve the maj
*"€ major unbalances inherited from the previo
us

ration...and so on, wit
configu , Without any clear long term equilibrium aroung which th
Ch the economy

would oscillate.

i) Back in 1900. Japan used 1o experience professional labor markets. Germ

the previous comparison of India and Japan textile manufacturers ;nay pr::]::}’:e.l:;:
inference : is not the high labor turnover directly associated wi ' is i

all the case in Japan for metal workers and printing workers “::c:?:;:ﬂ:gll'r }“Z:‘ ; O:l fn
1903 : most of them had completed a 3 years apprenticeship period in which }t'hqey L:s:d I]c[:
invest in the specific skills required by their occupations. Nevertheless, these two sectors
were exhibiting a very high labor tunover, respectively 52,5% and 42,1 % per year (Table
1.1). The same disease seems to affect most of manufacturing sectors. all over industnialized
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.
ORLEAN (1991)).

But the Japanese and the American configurations are somehow different. For the

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

high substitutability of low skilled wor

workers were much more skilled, but their

kers. Of course, the Japanese metal and printing
abilities could be transferred from one job to

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

passage (Watari Shokunin) were expressing th
another, mobili'zing the acquaintances they had built during their formative years. This

reminds the Parisian highly skilled craftsmen of the end of the XTXth century...or even the
tontemporary professional markets operating in Germany (D. MARSDEN (1990)). This

configuration is specially interesting for the contemporary analysis of the transformations of

the TWLLN : some experts and human resources managers
. .without clearly perceiving that this option had

ructural transformations have progressively
stems

eir market power by going from one place to

contemplate to implement

professional labor markets, German styl

been explored one century ago. But 2 series of st
ons for training and employment Sy

| Cooperation (1985)). Any reform
choices or

contrasted the German and Japanese configurati

(S. UMETAMI (1980) ; Institute for Internationa '
rreversibility of some strategic

Proposal has to take into account the partial 1

bifurcations in the past.
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INSERT L1 (follows 2) —
- ized, but union density declipe
I\ ises, unions are recognized, : . \ N o
4. Afterd\\ -;‘gt‘:?,d:;:x:il:les widen, which creates an incentive for Schonlracting e
1949 and W

two tiers wage-labor nexus.

Table 1.2 : Union Density, 1946-60

(As of June of each year)

Table 1.3 : Interscale Wage Differenjy,|
(in cash)Manufacturing Industries,‘

Year Percent 1950‘55 [
1946 39.5% (500 or more = 100) ]
1947 45.3 .

1948 53.0 No. of Emplovees per Establishment

1945 ] Yea: 500 or More 100-499 30-99
1950 6.2 |
1951 2.6 1950 100.0 83.1 613
1952 $0.3 1951 100.0 79.5 61.3
1953 36.3 1952 100.0 79.1 58.8
1952 35.5 1953 100.0 9.3 598
1935 35.6 1954 100.0 77.8 6.0
1955 33.5 1953 100.C 743 585
:::; ;;: Source: Nakamun, Hideichizo. e al., |9S|..74. Onginal Sourcz. Minisiry of Laoor,
1959 391 Masuii kinto toies chosa (Monthly staustical sunvey of labor)

1960 320

Source. Labo: Minister's Ofice. Statisuss and Injormation Bureau. 1978:31, 42

5. Again during the mid-30’s, temporary workers play a major role in responding to
economic fluctuations.

Figure 1.4 : Employment Fiuctuations of

Regular and Temporary Workers in the Food,
Machinery, Electrical Equipment, and

Transportation Equipment Industries, 1956-57
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'g 160% e 50
3 Elecirical Equi o
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150]- Equipmen:
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L EEEEE—— 1o
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Dec. March J\\“ 90 J
un:  Ge
1956 1957 pL. DCC. D
Source: Lapor Minuster's Of; 2 . e I s '\:;f;’h J;M e D‘;_"
3 ice. Labo . 1957 1957 19
Office Labor Statistics ang Researen Bru:s:f“m.‘:.ind Rescarch Bureay 1958:109. Orig; 5
=Y. 1955, Rinjito ni J.‘anxuru'j[rrhi. tho":);g"::' 50:’"1 Ldborr il orkersi g’
icldwork survey of tempurany W e
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i) Internal labor markets are an orgamizational inveniio
' 1

labor markets. Basically, the large Japanese firms tried 1o b

mode of production, in designing a series of complementa

reak up the traditional handicraf
| ry devices in order to curb down
the previous large tumover of workers Actually, the large steel manufacturers and
shipyards benefit from a drastic reduction of labor mobility from 50 % 10 less than 10 %
(Figure I.1). This is not the simple expression of sectoral Oor macroeconomic constraints or
general labor scarcity, since labor turnover 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 internal (or primary) and secondary (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 « watan shokunin », the large firms instituted the periodic recruitment
of elementary school leavers as apprentices. The teaching used to concern 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 ie. 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 ongns of the

contemporary employment system. It might be embedded into cultural values distinct from
f an explicit strategy of large firms in order to

the western ones but it is too the outcome 0 '
the same trends are observed in the

i is 1 that
control th lv of skills. It is important to note .
- od. This is not a specifically Japanese

United States, Germany and France at the same pen
configuration of the WLN.

ecessary 10 respond to uncertainty and

.
W) The constitution of secondary labor market 1

S 3 &
€conomic fluctuations. The very constitution of an orga l
sufficient to replace the ro

nse to changing demand a
ut the extemnal shocks hav

nized internal career for the workers
e of the previous professional
nd technical change. of

e to be moderate

of large manufacturing firms is not
Market and their large malleability in réespo

age H b
Course, internal job mobility can be a solution,
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- INSERT L.1 (Follows 3) S

Manufacturing Industries, 1956-59.
(As of December of each year)

No. of Emplovecs per Establishmen:

Year Total 500 or more 100-299 30-99
5 7.4% 5.4% S.4% 175
1956 R N B o’
1957 64 93 iy ; :
195§ 6.0 8.7 A __:‘
1959 7.7 11.9 7.4 a5

Table L5 : Percentage of Temporary Workers in the Regular Work at Establishments
with 500 or More Employees, 1956 and 1969.

(As of December of cach vear)

Transportation

Year Manufactunng Machinery Electnca! Equipment
1956 4% 12,6% 14.9% 12.2%
1959 1.9 16.+ 2.6 1<.2

Source: Ministy of Labor, Labor Statistics and Rescarch Bureau. 1960:41, Rodo hckusho—Rodo Leizei no bunseki
ILapor white paper: Analysis of labor economy ). Onginal Souzzz: Ministy of Labo:. Raco ida chosa (Surves on [anor
mobility). for respective vears,

6. After 1960, the dualism recedes since wage differentials are reduced..

Figure L5 : Interscale wage differentials in manufacturing industr.i;s, 1958-1983.

0%
0
)
0 : ,
1
1960 1963 | ,
1970 197
s 1980
*Rzi

or males a; s
emolayees (m 100y, LI with 10 10 99 €Mpivyees. as opposed 1o the

Source: SMEA, 1935b:23. Origina) Sourc,
t € Minj
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iven the limited size of any indivi
give Y individual firm and the lack of product differentiation <
“réntiation, since a

h most of th
that €poc e firms were largely dependent upon a single product ith mi
» WIth munor

variations in quality or scope. Therefore, from 1920 to 1930, th L
employment of regular workers in large firms has been associ)ax‘d! e- Stablhzauor? sl
pool of temporary workers . basically, they are used e i

_ : - » HHE as buffer stocks, since they are hired
during booms and laid off during recessions or depressions (Figure 1.3)

Therefqre, The 'VCF}' .lmplememanon 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 internal labor markets are able to respond to any uncertainty and
economic fluctuations by a variety of adjustment variables : reduction of work duration,
internal job mobility, shift from direct production to training. downward adjustment of
bonus, 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 simultanein
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 earners is
partially allowed and complemented by the adjustment cost incurred by the workers at the

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

another.

widens the differences benween primary and

V) After W.W.1I, the recognition of uions
ges in the Japanese economy, the

secondary jobs. Among the fundamental structural chan

end of the second World War corresponds to an institutionaliza
firm specific unions to which both blue colla
e two distinctive features of the JWLN. The

s in Britain, but they are not built at all on

t be overcome €ven in Sweden (See

tion of unions, largely

r workers and
Protected by law and the surge of
white collar employees belong : these ar
enterprise unjons are as segmented as craft union
e for the Japanese industrial
ends (F. SHIMOYAMA

Precise job demarcations, 2 distinction that could no
ee that this is an epochal chang

Section II). Many authors agT '
ization builds upon previous tr

Telations, even if the new institutional

(1994) ; L F. HEIN (1994)).
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Table 1.6 Union Density, 1960-77. :‘

|
li
(As of June cach vear) |
1969 32.2%
196t %.': |
1962 347 |
1963 327
196+ 35.0
1965 :._'f il
1966 300 |
1967 541 |
1968 KA
1969 35.2 |
1970 25 |
1972 5ia r
1973 334 l;
1972 3.0 ‘:‘
1975 328 l
1976 33.7 |
ik 3.2

Source; Lavor Mimster's Oice. Statistics and Informaiion Bureaw. 157830, :

r and there is no significant decline of unionization nor in general, neither in smally
irms.

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

Size of Firm? 1956 1966 .
1976

1.000 or more 2093735 (33.0% N

g 0%) 3.471.6M7 3
500- ) : (337 4 3 33.9%
-9 LS (L9 Um0 aes 201 ten

2,294, 36.2) 3.726.788 . * =

99 or less 5 ' (36.7) 4,467,285 N
o 622:,?75’; (f:)g-glh 1.356.565  (13.2) 1 7?6'432 ((?i 9;

-330. 0) 10.305.120  (100.0) 12371088 (1000

*Number of union membe N iai
15 et ton’i kumiai (union organization, corresponding roughl
uehly 10 an establishment)

» B,
ccause of rounding off, the percentage figures for 1956 and 1976
Source: Labor Mimstet's Office. Statis:iz B

s and Irtormation Burexu, 1978:30-71
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On one side, unj i
» unuon density reaches unprecedented levels and culminates in 1949

’) . -
(Table 1.2) but then undergoes 5 significant decline, which can be interpreted as the

h -
ourcome Of the large firms strategies in order to curb down any strong and independent

s o o e,y

. ' , and more to workers to belong to large
firms, since wage differentials are widening (Table [.3). Simultaneously, the stability of
regular workers is reinforced. .but temporary workers play a significant role in adjusting the
manpower requirements of the large firms (Figure 1.4). The historical evidence collected by
T. NISHIGUCHI (1994: chapter 3) gives a strong support to the hypothesis that labo-r
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).

V) The high growth of the 60's creates labor scarcity and induces large firms to internalize a
larger fraction of their work forces. The transformations in the WLN and of the other

institutional forms turned out to be quite successful in supporting an unpreced .
h investment rate allows a Very rapid growth rate which

ultural excess labor supply (R. MINAMI (1973)) and
a high skill high wage strategy (LEE. HEIN (1994)).
s are significantly reduced and remain nearly constarft
period, union density remains constant even if
ng (Table 1.6). The diffusion of

ented

accumulation regime. A hig
Progressively exhaust the agrc
therefore launch and legitimize
Actually, after 1965, wage differential

until the early 80’s (Figure I.5)- Durin

joni is increasi
the total number of unionized waorkers 1 !
ms since the smaller ones

g this
perience a lower but a

Unionization is not limited to the Jarger fi

Nearly constant union density (Table L.7).


mipa.es

INSERT

7. Acute labor shortages induce manufac
workers. The example of Toyota.
Table 1.8 : Temporary and Seasonal

1.1 (follows 5)

turers to «internalize » their temporary

Workers at TOYOTA, 1946-1979,

*Between 1975 and 1979, Toyota stapped emoloyin
1979. quoted in Fujita, 1980:131).
Source: Adapeed (rom Yamashita,

1980-143-40, Original
Yula shoken hokokusia: Tovora (

Repon on securities:

Source : Toshihirp NISHIGUCH] (1994) p

Ying tempanry and

Sources: Toyota. 19
Toyota), 1961-79.

. Seasonal All Marginat

Temporary i .
Yzars \\'or?]mc: Workers Workers Workers
1825 6.463
1547 6.343
1928 6.451
1949 7,457
1950 5.598
195! 5.313
19:° 5228
1553 5.291
1082 5.249
1533 5.162
035 5.061 2
s 5.90 5.9% 9%
1958 6.050 12,1 ::;
1939 7.210 2.2 ;_,-
195 9.720 21.9 :| 9
1961 11,965 42,6 2.6
1962 13,442 30.2 30.2
1963 15.999 26.5 26.5
1984 20,938 16.0 0.7% 16.7
1955 22,595 10.8 3% 12.5
1955 25.580 1.9 11 K
1967 30.380 11.2 1.4 12.6
1968 34,078 79 26 0.3
1965 36.689 6.1 3.9 0s
1970 40.365 5.0 28 73
1671 40.918 3.4 5 85
1972 41.256 1.2 16 s
1975 42,892 2.3 s ¥
1974 ¢3.880 1.9 1.9
1975 41584 .
1976 43474
1977 44,798
1978 45,203
1979 45233

- November for 1953-72. and June for 1975-79.

$€asonal workers (Churicii Shinbur, June 9.

58:663. 1968-50: Ministry of Finance,

——

20, 2

5,27,31,57, 58, 68, 69, 91, 93 et 99
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All these factors, both economic (high growth and rapid productivity increases labor

shortages) and institutional (recognition of the role of unions, general access 1o ducati
f education,

democratization of the Japanese society, status of women) converge toward strong

pressures in favor of the internalization of temporary workers The pattern of TOYOTA'’s
chronology (Table 18) is not exceptional and seems to correspond to the strategy
implemented by most of the large manufacturing Japanese companies in the 70’s : before th;
oil shock, temporary, seasonal and marginal workers tended to be i

main firm 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 internal labor market flexibility would largely replace the external
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 ultimately 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 internal weaknesses.

3. The 1st oil shock : a catharsis in the formation of the contemporary JWLN.

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

g the power relationship between managers and wage

1) The decline of unions is changin
phenomenon (J. REBITZER, T. TSURU (1994)).

eamers : this could be an endogenous

ructurally changed around the mid Seventies : the

and the logic i quite different (moderating wage
sector) (T. TSURU

t) The spring offensive seems 10 have st
leading sectors are no more the same
increases in order to preserve the compet
(1991)).

itiveness of the manufactunng

ijon around the
i al transformatton
xpenenced a structur

D Ac formation has €
tually, average wage e (]99]».

Mid Seventies (H, TOYAMA (1994): &
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iv)Wage shares represent a declining proportion of total income since the mid Sevenyjgg (H

UNI (1994)).

To conclude the Japanese economy evolved from rather low wage and average sk 0
the Fifties to high wage and high skill in the Nineties, and this process permeates the Specifici,
of the accumulation regime. The end product is mass-consumption and mass-production, p,
with significant 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 technical innovations....

This conclusion is specially important for two reasons. First « régulation » theory insists
upon the continuous alteration of the institutional forms 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 ven
appreciation,...). The bursting out of the bubble boom 1s 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 (I1I)

IT - WHAT IS SPECIFIC TO THE CON
NEXUS (JWLN) ?

St review the fe i
ion: I atures i revious
regulationist or political €conomy analyses - Hedy pointed out by P

- . sho . s . and
commitment indyceq Or coerced, oy P floor democratlzatxon_, involvement
>

, ginal productiyi ,
Segmentation of the Wwage labor pe POcUtiviy or profi sharing at the firm level, stron®

argum
work organization social : dents according to the five components of wage 120"
: and techp; - e
dete”m“atlom indirect wage ang ife hnical division of labor, labor mobility, W8
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ition of Japan withi 3
position p n a general taxonomy of the WLN This analysis 1S motivated
) motivated by some

of the following questions : What are the majar di
yor differences between j ;
apan and US in terms of

n S :
WLN ? Is the JWLN a functional equivalent of the German WLN 2 Why E h
Y rrance has not

internal markets, selection of elite according t :
0 school merits, dev .
» developmentist state...)

1. Work organization : competence much more than task.

"l"ypxcally Fordist organizations rely on a very precise division of tasks 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 individuals 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 principle 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.

But the JWLN is not the only one to embody such a feature Comparative studies
ncern for high skills and their permanent

suggest that Germany and Sweden share the same c0
ob demarcations (R. BOYER, J.P.

enhancement, without any clear barrier imposed by strict j

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

inmtutional organization of skill formation. In Germany, 2 long established and recurrently
qualifications which can be used

reformed apprenticeship system delivers Jarge but well defined
arkets typical of this country. In

s is the origin of the professional m
grading of skills when some

charge 10 organize the up
the upgrading of competency takes

N 3 variety of firms : thi
Swedem public authorities have in
industries become obsolete and no more competitive :

i i ir professional career.
Place ex post on selected individual at specific period of their p
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The evolution of the |
tury has delivered a quite diffe
Tent system for }
apan (see

efficient, but professional ski -
f1.1). First ills are delivered by the combination of
1). First, 8 generalis : ’ 1on of two di '
t educational system is designed in ord © different logic (Table
order 1o deliver
good basic

knowledge 10 the quasi-totality
q otality of each age cohon, with
» Without any o
ncemn for the

pro.fessmnahzatlon (')f any educational track. Then, the achievemem

dewc‘eé for gllocatmg the various individual to the companies S;Lschom are the selecting

P:Sutg lo-u.s ones subsequently organize the technical and profeSSio;lal t; 'frger e the mos

own training center an? still more by organizing a systematic rotatio ning, by running their

across large number of jobs and tasks within the firm. Therefore, an id:, of the‘new hires to

non transferable knowledge is cumulated, homogenizing the CO"ZPetencyS::ZrZ::::d 'largel).
ctations of

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

This confi i
guration has clear advantages : a very good fit of the skills to the needs of th
e

3 la{lon >

ar

ngidities. If for 1 i
or instance technical change becomes more radical than incremental, then it might

be diffic i i
ult 1o retrain the incumbent workers. Similarly, the system is effective only for large

com anie . . . e .
panies with multiple divisions and a large variety of products. Under many respects, the

is not necessarily better for radical innovati

ome power to Workers and their organizati

on but it allows a

G 1
erman system is superior. It
ons quite

mobili
obility from one firm to another, gives S
y for the complete professional life cycle.

ind
ependently from the belonging to 2 single compan

e large firms with the help of the State.

f skill development is that labor mobility cannot
1). On one side, since
f each

2,
A labor mobility organized by th

A logical consequence of this pattern &
£ labor markets {Insert I

or uncertainty about quality 0
sence of 8 professional market

be organj
ganized massively via the adjustments

eac . . .
h qualification is largely related to 2 given firm, a mé)

wor -
kers prevents any organized market. Therefore, in the ab

(with .
some exceptions for some generic skills

occupation t0 another has
nternal mobility is the
e learning period.

kers into

), the transfer for on¢
On the other side, the 1
ue to the length of th
global outflow of wor

to .
be organized by the large firms themselves.

onl
. Y method in order to recoup large training cOsts d
0 : i
I both these reasons, layoffs are quite Jimited indeed in the



'IMPLEMENTED BY THE
HE { EXTERNALLY LV _
ORGANIZED RAT \1::11% 2 SECOND SPECIFICITY.
MARKET :

ovmen is only a 'm'ted fraction ()f labor mo )
] t1s l) limi
1.« Suspended » empio)

- H.l . B ea dO n

TY of labor

Source - BLUM:ENTHAL T, (1993) p 2]

l ’ ; ‘ Dersous
Source : Minisiry of Labeur. Surve: on Emplosment Trongs
Source : The Japan Institute of Labor (1994). p. 41.
2. Public subsidies to employment adjustments help the strategies of firms.
Table I1.2 : Designated firms and employment adjustment subsidy
Designateg Workers Share of: Subsidy
incdustries Firns workers
(1000) (1000) (%) (%) (million ven)
0 (23 (3) (4) (3)

1975 281 72138 31.2 31.0 55225
1976 71 1618 7.2 7.0 5433
1977 32 856 3.1 3.5 3292
1978 218 3422 20.4 14.6 6797
1979 207 2941 18.3 12.5 2427
1980 38 508 1. 3.1 2747
1981 153 1699 11.9 6.6 S331
1982 326 3664 24 .3 14.5 9886
1283 343 4701 24.7 18.0 16170
19:E 241 3185 17.1 12.0 6337

3 206 2370 14.3 8.8 4777
1986 80 1661 6.3 6 19832
1987 118 2329 : .8
1988 78 7.9 8.4 39279
1989 o e 5.0 5.3 26565
1990 62 Be2 3.4 2.3 16379
1991 25 350 3.8 2.2 4982
1992 0 0 1.5 0.9 2332
1993 0 0 3283

85 1957 4.7 5.9
Source: Minige

BOR MOBILITY IN JAPAN IS INTRAFIRM T\F\
INSERT IL1 : THE LA Ty

T T et m e

rri———




mobility is quite exceptional for Japan

Since the special law protecting employment during restructuring periods, public
subsidies help to smooth the adjustment process during major industrial crisis (Table I1.2) 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. BLUMENTHAL (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 equivalent
tool was suggested in France in 1994, all the firms rushed to declare that they were 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-FUJTWARA (1993)). Furthermore contrary to the Italian
CIG. (casa integrazzione guadagni), the duration and the scope is precisely delimited to crisis

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

ecies and government interventions may explain a well
-~

major OECD countries, it experiences the
duction (Figure IL.1). Under this

omies such as US or France.

The interaction of firms strat
known specificity of the Japanese economy : among
lowest elasticity of man hours labor with respect to pro
fespect, Japan is closer to Germany than to most Fordist econ

mic fluctuations has
Furthermore after 1974, the reaction of the Japanese WLN to econo

¢ compensated by
drasﬁcally changed : the fluctuations of employment become smaller and ar p

larger adjustments of work duration (Table I1.3)

n layoffs and not s0 much significant vanations

e negotiated and embedde
y contrast, the JWLN 1

TYPically American Fordism relies upo 4 into collective

. b .
°'f hours and wages since these variables used 10 s hierarchically

: . B ?
%8reements binding for a period of three years tly used in

uen
not the more freq
“T8anized in order to make layoffs the measure of last resort,
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INSERT 1.1 (follows 1) ‘\}
ing employment with respect to output. |

' ticity of manufactunia |
31-"Ben:eua-»lo‘;':l|2:tiog in Man-hour Labor Input to 1% Change of Production Growyy, |
igure l1.2: v

in Manufacturing (1984-1991) |

Coniridution oi working hours

/

Contridution of

—
employment!
\ 2

Japaz ine U3 Canacz France Germaay UH

v Trede end Incusir: Statistics Bank o Jezeu. Avnnc! Rooor: ¢ Forcign Ecoram:;
1LO “Year Boox oi Ladour Statistics.” U. S. Department of Labour. “Employment and Earningz™ U.S. D2oamm
Commarca. *Survey of Current Business.”

Source : The Japan Institute of Labor (1994), p. 39.
Table I1.3 : The fluctuations of production, total hours, employment and work duration:

® £2. SX2AREOSL  an international comparison.

e |1961~732 ‘ 19T4~035 | 2 x3ny
e et T | §..15 3. 55"
BT X|SHRAR]| 3 2¢ 2. 66 3. 25
=&l 3 59 1. 89 3. 14 '
SYBW| 1 ae | 2708 |y 19 ;
' : - DR RGN
i E Ei s.08 | s 44 s.o2s | Rt
7Y% 2&:-‘3./\2' 4, 32 TS $og2 ! N
BBz a|l sis0 | 380 | 3 a4 =| 2R"
3. . 3. 50~ 735 1~93=) 2R "
S &\ MO 30 1. 50 1 4'5 |.19°0 T3E 1197 93
; 2 ) 0. 08
T Bl 483 | o 7 5. 02 il | LSl o2 P
t SYHEAR 4. 66 §. 45 4. 64 THYPH 0. 45 0. 23
L |EEREal a3 es |alsy | 533 0. 32 i e
- hﬁl’ﬂ ._.].72 .. 58 1. 62 }.‘4 >l 0 22 0 14 0 09_—
: £ E| 4. 43
o ‘. T :
1¥UR | SBRAR] 3 03 373 2 -2 . AF¥YR| 0.:13- 0. 21 o &
AEEE R Lee | 305 | 50l
2 57_%&1 1. 73 1.:70. l: 72

%) LITERS ragey,

(&%) . OECp fYai NG (GARGELED, . BXgS (MR
thiy Repory ,:.tng.k.onn:lc Inficators; . Ko 7 mmSiF [Mon-

zs‘léﬂ'ﬁ.@‘“:ﬁ

: FRF-5 2801

B ehasnrt e
B L ET TN

me=%m
S.Qi x =2,
i 2 T NS
‘-L“E'! B D.E;-’D"{'omf)('t*hu se ..— : - 54
5-"{'7"‘11:%‘;(“6.(”.&3—63%)5 BERE
.?L\Tltﬁsgmami___;.%:!wu‘h
PP A e

M ounTiz, FLUFE

S : i
ource : Economie Planning Agency (1994)
>
) - b.

326. -




)
v

. INSERT IL1 (follows 2) :
ther evolution for empl . - 1
4. And smoo_ p O,Vme.nl In Japan than in the US, #vien s e -
imemationaiaed sectors, such as the car industry, :
Figure I1.3 : Employment, production and domestic demand in Japan
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INSERT II.1 (follows 3) B

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

Figure IL.5 : Regular/Non-regular workers
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reacuon.to :n; unfavorable shock. This is not a macroeconomic artj
from major '1 erences in fhe sectoral composition of the Japanes:: ar:faCt which would derive
In mé car industry f'or Instance, whereas the manufac:u;rer and American economies
markets, the production fluctuations are far milder in J § are competing for the same
divergefme of adjustment pattern is still more striking foraz:p](::gure ?1.3 and I1.4). The
markets 4)). On th _ of intenal labor
iy e;hploymem :evel iy :ﬁhcontrary., for American manufacturers, adjusting quickly and
e evolution of sales, for it is perceived as the no ;
rmal tool for

profit restoration.

"I'hxs second, and important Japanese specificity does not mean that i

fluctuations and disturbances are easily and completely absorbed under th o
f:mployment stability. Beneath the smooth adjustment of total employment. there ;S::Stem) iy
inequality. Regular workers do enjoy a quasi employment stability, but the non regular jwz::k:j‘s
have t.o bear a large fraction of the cost of adjustment, during booms as well as during
recessions (Figure I1.5). Thus, the contemporary JWLN still exhibits a strong complememan't:'

between

. ) )

wo labor contracts (see section 1.2 supra). This feature is important in understanding
i~}

the life-time income differentials

th . .
e wage systems designed and implemented by large firms :
bet 3

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

commu
mmitment for the wage earners of large firms.

cing wage systems.

as already mentioned the introduction of se
feature in the

3.
Complex but competency enhan
The brief historical retrospect h

S .
ystem back in the 20’s, precisely 10

niority wage

stabilize skillled workers. This core

y important in Japan, much more than in any other

tion of France. This has been widely documented by
HASHIMOTO, J. RAISIAN (1985) ; (1989)). But
in Japan, UK and Germany (Figure 11.6).

fessional labor markets (D. MARSDEN
orkers as well as clerks

construction of internal career is speciall
OECD countries, with the possible excep
comparisons between Japan and US (M.
the same specificity comes out of the Wage
Both UK and Germany are characterized by active pro
(1990)), therefore seniority has not a strong jmpact upon

an . 5
,d engineers income. When these professmnal markets are peé

G .
€Mmany, the wage profile 1S nearly flat, 1n

profiles

production W
fectly developed as in

strong opposition with the Japanese configuration
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) RM. A 4 sy HIR TY OF JAPAN
| : AN ORIGEA). TN D SPECIFICI
INSERT I1.2 : AN A T
FOR WAGE FO
i iy
1. Steep wage profiles along with seniority

ili i wage profiles,
ARG Figure IL6 : An international comparison of. gep
igure 1.6 : : : .

e ) DT =55 65 (%)
=17 =15 =24 -8 _'}f-_:S_n‘r‘._'*‘..?:s‘li__‘_fi 65 ('LL‘:) _ 1= % -8 -3 29 MHSS

Source : Economic Planning Agency (1994). p. 324,

R . . ) . this is a
2, Mid career change of firm is quite detrimental to wage-earners income : this
hidden factor of commitment,

Figure I1.7 : D.I. of Wage Fluctuations at Time of Job Change by Age Group
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erman highly skilled workers -
G ers - they belong to totally different instity; l
lonal settings.

There is another difference between japan and U
workers jump from one firm to another, on average their .S in ﬂonh America, when skilled
exploit _?Ob market opportunities, provided they do 1:2:021;5 better off since they better
expeczanons.about their value on the Jabor market. Quite on the :”O“eouts ond excessive
worke.:r of a large company decides to leave at mid-career, most of t::u:ry in Japan when a
experience an important drop of their income, more or less acute accordinlmte he (but not she)
new company (affiliate firm, first rank subcontractor, second rank sub oo e onter

’ contractor...). This loss

ofi i i ;
ncome is specially large for experienced workers near the retirement age (Figure 11.7)
€1ll./).

This di ' '
ifference of status and income is clearly perceived by any blue collar worker or

sala if 1
ryman. Therefore, even if in Japan the rate of open unemployment is fairly low, the

equival i iscipli
q ent of the cost of job loss can be a disciplinary devices in order to maintain the

rds, the segmentation

cohesiveness of the workers belonging to the large company. In other wo
sk of

of t i ;
he WLN is the equivalent of the low unemployment benefits and significant n
Nevertheless, the monitoring of long term commitment in

u « .
nemployment in North America.
short run oriented American control over labor

Ja : .
pan is rather different from the more

intensity (S. BOWLES (1991)).

e JWLN are complemeniary . the

at how the three features of th
bility of employees and make

Let us note th

d .
evelopment of firms related skills extends the internal mo
both the firm and the work

§ virtuous circle is immersed 1

ers. But as mentioned by H.
nto a hierarchical ranking
uality in the stability of

employment stability interesting for
UEMURA and A. EBIZKA (1994), thi
of the WLN in Japan. This raises the iss

c :
Ompany-ism.

ue of the rote of social ineq

4. EducatiOn, sexual discrimination and firm size : three factors in the stratification of

N.
lities, emven if relatively limited by compariso
obtained by the new entr

e career, income different

n with US, are

In Japan income inequad '
st consider the wage ants into the

¢ the beginning of th

Bog .
h static and dynamic. Let us fir
als are

lab
Or market on 1993 (Table L.4). A


nequabt.es

INSERT I1.2 (follows 1)

les :
jor i i between females and ma

3. A Mo : bs and the related career. .
salary by gender and company size (Mav-June 1993)

than of access to full-time jo

Table I1.3 : Average siairting

This is less a matter of Starting s,),

More than 500 | Less than 500 ComparT_\-a
: employees Inf) |
OFFICE employees sz nfluence
'ORK (1) (2) of size

WORK e

' 32 183.021] 1,025

University (2) 187.326 3
Males  High Schoo! ®) 150.039 148.831 1,008 i
—————————————————————————— A
—————————— |
Influence of X ] ‘

Education (a)/(b) 1,249 1,223 1,015
!
University (d) 178.537 177.105 1,008 |
.
Females High School (e) 143.815 143.056 1,003 1
Influenceof | T[T T oo

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

- For Umiversity
graduates (D=()/(d) 1,049 1,033 | 1,003
Influence
of - For High schoo!
gender leavers (2)=0)(e) 1,043 1,040 1,002

Source - Computed from JETRO (1954). p 118,

Figure 11.8 : Wage-Tenure Profiles of Part-
7.0
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'
~
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YinN €at» from 2y
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817181920

Tenurz (in years)

-OSAWAN. (1994) p. 55,

Time and Full-Time Female Workers in Japan
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relatively hm‘ned The maJIn discriminating factor is the length i

nterpreted either as an evidence for the role of human " - of education, which can be
device‘fOT SeleCt.lng the most talented and/or the most ha:‘a‘i,fo'j'."atitl)n, OF 25 a screening
extending educfatlon from high school to university delivers aro O:qng {ndividuals Basically,
whatever the size of the firm or the sex of the wage earner und 24 % for starting income,

Then, the second discriminati
iscnmunating factor relates precisely to the is s
labor. On average for the same diploma and identical s s

identical size of the fi
between 3 % and 5 % mor i i PRI e
o more for their starting wage. It is interesting to note that this diff

is slightly le i ird var ) P
ghtly less for small firms. Finally, the third variable is the size of the firm..but at the initial
. ‘ M | e initia
ge of the career, the impact 1s minimal indeed : it is significant only for university and mal
) y and male

workers, not at all for women with low education.

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 11.8). In fact, the basic
discrimination largely derive from the observation that women mainly occupy part-time job

wi .
th not any career potential, whereas male workers are the vast majority of full time regular

workers (S. HOUSEMAN, M. OSAWA (1994)

ttself at the level of a complete professional cycle : eveni
tled to enter a professional career...with §
is a good evidence of the Japanese excep

y reducing through time (The Japan In

). Therefore, the major inequality expresses
f women get the same diploma than

B . , . .
en, they are basically not enti ome mINOr €Xceprions

The distribution of activity rate by age

this respect...even if the gap is Very slowl

Labour (1994)).

tionalism under

stitute of

to take into account in order to
reases (Table 11.5) ? May be

al belief that elite should be selected via meritocracy
tion system. R. DORE Ed. (1967)). Then, the
se among the best performers. For men, this

stratifications of the WLN

What are thus the relevant
productivity and wage inc

Capture and formalize its impact upon
-.Iapan shares with France the commonsoci
In accordance with achievements in the educa
large companies and the public administration choo _
during which incom niority, until the
ove that they have be
ity. If they are not, t
ome. The women doe

e will grow along with se
en exceptionally efficien
hey have 10 experience
s not face this strong

Ope .
Pens the perspective of a career _
t to continue

C H -

'mcial period where they have t0 P more or
t . . a
0 be promoted to the higher responsibil

less ; 3
S important decline of their status and inc
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:ompe[i[ion, Sin they are l"arely i Iy l
en“tled to ener the same traCk as j
sala men : th
2 eretore Ihe ’
ce »

are to choOSE€ between the withd
- - o rawal from the labor market (and then 4
exclus! ily and chi o (and then
: ild raising) or part time and temporary jobs i R
uasi stagnant income. Neverth ry Jobs in smaller firm
eless, women play a role in macroe sand a
conomic adjustme
nts,

q
recisely in responding to : ;
P P g to economic fluctuations via their entry into or withd
withdrawal of the |
abor

market

WO ke S and as 1 i
TKEI S Of leSS fa o] ab]e status mlght be the more relevant SpeCia“ f (S
erie VOr Yy I10r wag

formation.

g

coordination.

Given thi i ion 1
this dualism, the Japanese wage formation is rather oniginal. From the previous

institutio pti i
nal description one could infer two contrasted functioning of the labor market. Either

p in wage formation and they impose it to the re
y a medium long term productivity or profit

the l 5

eC
onomy (M. AOKI (1988)) : this would impl

sharin -
g Or the competitive pressure exerted by smaller
rmation. For instance, many econ

firms is strong enough to induce an

ometric studies have found

ov
erall rather competitive wage fo
nd this would not

ge to labor market unbalances...2

an im : .. .
pressive sensitiveness of nominal wa
surement of Japanese unemployment (K

necessary - o . i
ary derive from discrepancies 1 the mea

0
DAKA (1980) ; K. TAIRA (1983); C. SORENTINO (1984))

t a composite wage formation, in which both

Many econometric analyses sugges
mechan: . :
hanisms interact. First of all, from a static PO

but the;
their productivity is still lower, which means that
nferior to what they ¢

Jevels (Figure I1.9
y invest more easily i
pany benefits fr0
firms. One recognize
odels of efficiency wage

int of view, the small firms pay lower wage

the large fims experience extra profits

ould pay given 2 higher
the potential

degree of

due
to the fact that they pay wage i

mechaniyas; .
hanization and larger productivity

acey .
mulation rate is higher and 1arge firm ma
the large com

s in the smaller

servation wage inm

)2 Therefore,
productive investment,

m the wage moderation

train;
fing and RD expenditures. Secondly, u
s the well known

indy 5
ced by a large pool of secondary job

ar
8ument about the role of the jevel of re



differentials.

4. A second source of inequality

INSERT I1.2 (follows 2)

Figure [1.9 :
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nevertheless experience extra-profits since their productivity is still larger th
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INSERT I1.2 (follows 3)

5. Thus at the macro level ;
w ; .
and economic perfor , wage formation is quite sensitjy ‘
mances. IVe to labor market unbalances :

Figure I1.10 : Th .
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formation in the corporate sector (S. BOWLES (1991)) : the secondary labor marke; woulg

et the basic wage, on top of which the primary sector would add 2 premium in ordey

preserve employment stability, commitment and higher productivity

Time series econometric analyses of manufacturing wage formation tends to confiry
this hierarchical approach (Figure 11.10). On one side, the disequilibrium between job offers
and vacancies has a significant role in wage moderation, which expresses the competitive
pressure exerted by the secondary labor market. On the other side, both productivity variations
and terms of trade capture the possible impact of the large company micro corporatism (R,
BOYER (1992)) or the principle 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 whatever the evolution of inflation. Nevertheless, this might be a spurious correlation
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 1mportant to note that the econometric equation displayed by Figure II1.10 has
interesting macroeconomic properties. Contrary to a typically Fordist one, if an adverse

productivity shock occurs, it is immediately influencing nominal wage formation, contrary t0

tne medium term indexation which is observed in the United States or in France. Thus, in Japan
the profit share should be less affect

A . . -
. ec every thing being equal. Contrary to a Swedish model
of wage ton i mal

ge formation in a small open economy, when the price of export are increasing more

- 1[ ] . . I ﬁ m

the 60’s and early 70° i T
¥ V'S expenenced a quite different adjustment pattern. Clearly there is 2

learning process operating in I '
p perating in Japan about wage formation, which nowadays embodies the

formation

--at least at the macro leve)..
infra).

but the viability of employment stability (Section vi
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INSERT IL3 : THE JAPAN

ESE WAGE

LABOR NEXU
MERICAN DECEN ABOR NEXUS : BETWEEN N
A N DECENTRALIZATION AND GERMAN Commn EE NORTR |
] \l I
N . N COORDINATION. ‘
1. Low and declining unionization.
Table IL6 : Uni |
.6 : Union N i |
Tembership and Coverage !
Membersh '
! Country T — I i il } :
oul Public/Pn-

vate! Change Toul Chaoge

Australia <2 21 Deshinung 55 Suble

] . awards )

rF\:.nm tl\" 1.4 Declining ( ".’ : 1
nce -f 3% Declining ] !

Germany ?) 1.5 Declining %0 :::I;
laiy 39 1.7 Decheung 39 D:chm‘n ‘
pra‘r. 3 2.4 Declinung 25" Dc:lin.ing :
.\:lf\uhndi 5 2.: Decliung 100 Stable ! ‘
Spair, 10-13 n.a. - 735 Growin l
f;“'dm $3 1.0 Insreasing ? 2 : |
U,sk. ) 1.5 Declining ’ 1 i
A 12 2.8 Declinung 20 Declizog ‘;
s Rano of public sector o markst sestor membership rates 1z 1633 (Viss 9'.

tes g 1633 (Vigsee, 195, Taze 4.5,

3. «..but go

b ' = N o
2. Highly fragmented enterprise unions..

Table 0.7 : U

— ot - g "Bk -
|a compates where 3t least 34 perceat of empiosces beloag to e GrIOS
also reseive wOrLag condittons specified 18 (he umion -a--n':. he LrOn, MO3-LOZ DeDD

nion Structure

‘ — Number of Unions RAII:m.’ Org:mu'“mul I
! oot | o Burz Uit | aeaiable Bt |
Australia 299 Multiple No Cnhf :
Austna 15 1 Yes Industey
France - Multiple Yes Industry
Germany b Multiple Yes industry i
haly - Multiple No Varable
Japan 7227 ] No Enterprise
Netherlands 251 Multiple Yes Industry
Spain - 7 Yes Industn/Eaterprise E
Sweden 70 2.3 No Industn/BC/WC J !
U.K. 230 Multiple No Crafvlndustrial ! i
| USA 120 1+ No Cra&/lzadustnal i

BC = blue colla

od synchroniz

ation and coordi

r: WC = while collar

na

tion via shunto.
aining Structure

Source * 1. HARTO

Table 1.8 : Barg
Numbee of
Country Level(s) of Changes Contracts D‘:!I:Ef"
— ] Negotiation L
- &

:mlr-‘h' Federal/State awds. Suable 05+ 7yjﬂ

rmm Industry (Fed./State) Suble 6261 Yes

G:M‘ lndu.nry/Enurpri“ Decentral. ]"wo Yes

lmrm;n:- Industry (reg.)/comp. Suable -" 2

i Industry/plasi Deeenenl nan | Ne

N'pan Euterprise Stable "ga0° Yes

S"‘-h“hnd‘ Industry/company Decentral. 1,000 Yes |

st':,' Etom:nynnd.lEnl:rpril: ? 1 . s 40-50% Plus sinple-term agreements

U.K = Econamy/Indus!ey D¢c¢nln,. - Decl. =+ Plus industry-level implemenzation agreements
& Industry/company g::::::l 120,000+ No st Numbers express wWige dni as a perzent of earmungs

Plani/campany muluemploy < L 44..—._-———
! 5 425 and 427.
G, J. THEEUWES (1993)- P 423,420
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i illover effects.....
weakening of spillove

Figure .11

. INSERT IL.3 (follows 1)

; increases, which suco
dispersion decreases until 1974 and then In ) ggests ,
4. But wage di

: Wage dispersion in Japan 1956-1989.

0.30

0.51

r0.25

LO.ZO

r0.1C

-0.05

0.00

Table 1.9 :

Drspersion coefficient for the amount of wage increases is dedined as .

(third quartile - first quartile) / (median x 2)
S. The leading industries for wage setting are mainly
competitiveness is taken into account by wage formation

1850 18635 1970 1975 1980 1585

Leading and non leading industries.

the exporting ones

Key Industries

Non-key Industries

(1) Chemicals

(2) Steel

(3) Electrical

(4) Motor Vehicle

(5) Ship Building

(6) Private Railroad
Transportation

1) Food and Tobacco
2) Pulp and Paper

3) Petroleumn Products
4) Rubber

5)  Cement

6)

Electric Wire and Cable
Machine

= O 0O~

Electric Services
0) Gas Production ang
Distribution

Sonrce - T TSURU (1992, P 24 and 26,

) ry and Fabricated Matal
g Wholesale ang Retail Trade
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¢. Japan within a taxonomy for the WLN * quite distinct from F d
o ordism
It is time now to draw a synthesjs about the generaiiy

v i ¥ oron the co .
of the JWLIN. Most of the literature focyses exclusively up ntrary the specificity

on :he impacl Ofth |

& ) | e level of wage

_“ng upon € mac OeCOTIOn'LIC performance, mainl unempl nt O . ]

3 h T | y oyme F T « Regu ation »n
e WLN ﬂ'.'.l ! compat|b1 ny W'l[h

the accurnulation regime. These two questions will be discussed successively

A recent comparative survey provides an interesting starting point (J. HARTOG, J.
THEEUWES (1993)). Japan exhibits a quite low unionization membership, only superior to
the French, Spanish and American one (Table I1.6). The declining influence of unions is shared
with most OECD countrie : the Japanese trajectory derives from past companies strategies in
order to erode and then internalize unions power (see 1.2 supra) and nowadays the loss of
relevance and legitimacy of unions seem nearly irreversible (J REBITZER, T. TSURL
(1994)). The major singularity of Japan derives indeed from its reliance to enterprise union.
quite an extreme case (Table I1.7) : 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 spill-over from the less efficient firm to the more competitive one : the wage

doft is specially low in Japan, since the large firms do not overbid in order to poach workers

(Table I1.8).
In other words, the institution of shunto and its reform after the oil shock (T. TSURU
(1992)) are preventing the British disease of accelerat
Competitiveness and high unemployment. On the one
OPlimization of the wage with respect t0 the varied interests
and workers allows very small dispersion of wage increases

use th
Wage disparities increase again after 1974, may be beca

ing wage even if the context of poor
hand, the synchronization and the

of small and large firms, managers
(Figure 1L.11). Nevertheless, the
e restructuring of manufacturing
and, the inner dynamic between
tion which led to the collapse

formation do not belong to

i he other h
*etors is more important than previously. Buton't l
I vented the perverse ev0 u

s community and unions has pre s
he key industrnes if wage

®fthe Swedish corporatism : in Japar, t
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VERAGE WAGE FORMATION Ay
) STITUTIONS BEHIND A )
EIGURE 111 SSESS H;‘HEIR EVOLUTION THROUGH TIME.

A. A taxonomy

N |
B. ...Their impact upon macroeconomic performance and social stratification.
CONFIGURATION MACROECONOMIC AND SOCIAL IMPACT
Inflation Unemployment Productivity Inequalities
| Full decentralization :
C1 - And power to the
wage-earners ++ + +/2 ++
C2 - And power to the
companies - +/? /2 ++
Synchronized :
C3 - And power to wage-
earners + - + %
C4 - And power to
firms -
iati - + 2/-
Sectoral negotiation :
CS5 - Sheltered
economy + N
C6 - Open + =
economy _ .
Centralized and sharedq , + =
power :
C7 - Sheltered
economy +
C8 - Open & + i
economy }
- ++ - —
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the public of the sectors shelter
e .
19). T his warrants th d from foreign competition b
S at external a ut 1o th
nd lon o € expon
8 run competitiveness is taken i sector (Table
INto account in
average

wage formation and the hierarchi
archical structure of the JWL pr
events any signi
gnificant wage dri
nfi

Under this respect, Japan contradicts the famous st
DRIFFILL (1988) according which only fully cent l.atement by L. CALMFORS and J
barg,aininfg systems are compatible with full employmenrta(llz:jgc’iur:ruf:lzy decentralized wage
power of the firms and the ot -12). A strong bargaining
Ry takess?rrlltc;hromzat1on by Shunto provide a fine tuning of ninﬁiragla;n;::
e il el accou.nt competitiveness and employment preservation. By
il alized S'\fledlsh and French configurations do not resist to th}
dece;tm]ize:n 'relxgn competition and financial deregulation. The rather or tota.lle'
egotiations of UK and US are not totally satisfactory, since they deliver poi

employment and/or i 1 i
or I Iti
increasing social inequalities. Paradoxically, the micro corporatist
) ist Japanese

model ili
has proved an unexpected resilience and adaptability.

B t . .
ut wage formation is only 2 component of the whole of JWLN. In the light of the

previous an i iti
alyses, the relative position of Japan can be assessed with respect to each

¢
omponent of the wage labor nexus (Figure I1.13):

s with Germany the principle that workers are
tion to some definite tasks imposed by the

he skills are largely firms specific in Ja
se, the principle of division of labor is

In terms of division of labor, Japan sharé

de .
fined by their compeience not their alloca
pan .

cu . o
rrent state of productive organization. But t
quite

whe o
reas there are generic in Germany. In any ca

di . .
fferent from American Fordism.
North America or in France, work intensity

Th Y.
e nature of workers control 1 original t00. In
y systems. In

1S mainly imposed by 2 hierarchical control with the help of some incitative pa
self interest of

e explicit commitment 1S obtained either from the

ets. This is not

(1994)). Under
exists within

Japan, Gemlany a mor
r the adequaté design of internal labor mark

d, as Japanese history Suggests (T. NISHIGUCHI
ow that such 2 phenomenon
f a highly individ
KALLEBERG (1990))-

professional workers ©

ne .
Cessarily culture base
tional comparisons sh

xt O ualistic society (S.1

LINCOLN, A. L.

thi )
S respect, some interna

Some large American firms t00 in the conté
981) ;). R.

TAKEZAWA, A M. WHITEHILL (!
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URE IL13 : A TAXONOMY FOR WLN AND AN ANALYTICA |

day DEFINITION FOR THE JWLN
DIVISION OF LABOR
According to
Competence
“— Task
Generic  firm related
WORK US,FR, UK SW G J
ORGANIZA- Egalitarian
TION Coercion US LIFE
UK
built  Incitation FR STYLE
Upon UsS
Co UK Inegalitarian
ment
Internal SW US Specific
and/.or U and/or fim
organized related
LABOR
MOBI- External UK WELFARE
LITY & market Universalis-
directed FR,US,G _sw, J tic System
Inert and Responsive to
sectorally or macro
. . Nationally disequilibria
determined and form
related
WAGE FORMATION

FR : France- G - Germany

- J: Japan -

UK : United Kingdom - US: United States -
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o Labor mobility can be eith
ere
nagers and eventual Xtenal and market orienteq or internal
m u u 1 ' 3 mal an .
y public administration Clearly Japan i d organized by
IS a s[rOng exc .
eption to the

neo-classical belief that ¥
perfectly competitive labor markets h
are the most effic
clent method

for allocating labor. Most Fordist countries rely upon external
: emal and mar

and UK). Japan belongs to the clan of organiz ket flexibility (US

ed ity
gk Wil . mobility, but Contrary to what is observed
. B¢ corporations have the initiative and the Min
nustery of Labor

is only helping the pn 1 f m
y p g pnvate strategies of work redeploy ent. It remains tob
. ) | e assessed under
which conditions the collective pool of competence is better enhanced - vi al
| d ‘ ' * PO © via external labor
arket mechanisms or internalization by the firms Is the Japanese WLN suggests the meri
m s it

of an organization of labor mobility ?

o N : o
Concerning }fag.e Jormation 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 level bargaining (France, US) to a high responsiveness ta macro
disequilibria and firm related pay 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 TWLN.

The collective elements in the reproduction of labor force can take contrasted
itizens have been strong enough

configurations. Either the demands of workers untons and ¢

In the past to induce significant interventions of the State in the d
ermany, UK, France, Sweden). Or, on the contrary,

then the firms,

omain of education,

housing, health, retirement payments (G

these demands have remained fragmented and the responses localized :

Specially the larger one, can useé their influence in designing a form of company-ist welfare,
killed workers (Japan and US). Surprisingly enough, social

In order to attract and stabilize s
the underdevelopment of a full

inequalities have not been very large in Japar, in spite of

Welfare State.

arian, accordin gree of income and
or market segmentation, the nayure of the
ogressive taxation. Under this respect,

g 1o the de

o

' Finally, Jife style may be eltist of equalit
We;?]Fh inequality. This is up t0 the degree of lab
Politica] process which leads Of does not lead t0 pr
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TABLE IL10 : WORK ORGANIZATION AND SOQML_DIWSION OF LARQR I
JAPAN: CLOSER TO THE NEW SKILL-LABOR NEXUS THAN TO FORDIsy

NATIONAL SKILL
PRODUCING SYSTEM

Poor technical education
system

Firms are not deeply
involved in skill enhance-
ment

Firms and public authorities
unwillingness 1o pay for
raining

Few transierable skills due
10 poor institutionalization

WAGE-LABOR

NEXUS

A. FORDISM
R S—

Highly hierarchicai “ork
organization

Polarization of skills,
the job sets the compsa.
tence of individuals

External mobility is
imporiant

!
Wage according to coliec- !
live agreements and/or [
labor markets mecheanisms:

B. THEZ pNEw SKILL-LABOR NEXUS

NATIONAL SKILL
‘PRODUCING SYSTEM

Extended technica! educa.
lion and/or apprenticeship

Large involvement of firms
in skill enhancement

- on the job training

. technical centers

Private and/or public
willingness 1o pay for
training

Significam ransferability
of skills within or outside
the firms

—_— ]

Sourc-g

WAGE-LABOR
NEXUS

—

I
|
|
Integration of the vworkes

to first lavel decision f
process

Individual compzience
shapes the job

Labor mobility is in;erﬂ?',
10 the firm or collactivey
0rganizad

Wages take into accoy™
\workers compeienc?
and firms healtn




I Qs 1}

) d
n y a

inequality). Previous res
earch has sh
own that
1o the emergence of m t0o large inc i
ass-consumpti ome differenti ,
of middle classes and th mption. On the contrary, in the 80° tials are detrimental
€ new . ’ sa ,
heterogeneity of life style ] nd 90’s. the erosion
. patible with
new

accumulation regimes bui
gimes built u 1al di
pon social differentiation of consumpti
mption pattern
s (R. BOYER

(1993)).

From this b
rief synthesis
nexus is at the other end , one ceniral conclusion emerges. The Ja
*ond of . : panese wa
the spectrum, with respect to the America o
n ones for 5 or 6

Componenls . 1t Ould b 'Il t € E 1 t suc l ( a
w [+ dan g (o) lab l asro dlS S h a V‘. N le f]) lhe JWL o

> S p S ‘

b

’

would be, i i
, if clear in i
ternational rules of the game Were prevailing and organizing a « fai
airn

competiti :
petition among « régulation » modes.

NESE WAGE LABOR NEXUS TO THE

m-T
HE CONTRIBUTION OF THE JAPA
0 LAST DECADES.

ECONOMIC PERFORMANCE OF TW

Th ;

e task 1s now to understand what has been the impact of the JWLN upon the
Most of the previous develo
ry is to derive

pments Were

lapane
se growth pattern since world War IL
major task for economic theo

anal .
yses at the micro level of the firm. Therefore, 2
unions, banks and

so

me macroeconomic regularities from the jnteractions of firms,
y task but « régulation»
on
skill labor nexus, whic
ature
d in order 10 explain

theory proposes 2 methodology based on

goVemm .
ent. It 1s not an €as
ssible to generalize

the -

SOCI . = . . - 0 H 1 1
alization of individual strategies by institutl

s into the notion of

th al forms. Then, it is po
ec

oncept of wage labor next h stresses the role of
g technical change, for Japan (and

lations of 2 simple &

work, m
er ; - ite
dcompetence In shapin ALt i 5

Ge
6 Tmany). Finally, rough simu
st
ly the exceptional growth

owth model are use

strong and steady competitiveness of the

and subsequently the

Ja
Panese 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 ip
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 ang
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 law of large numbers allows 3
much more satisfactory link between scattered and stochastic individual behaviors and some

macro regulanities. It is a promising avenue for future research.

The strategy of the institutionalists is quite different. If modern 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 regulanty observed at the aggregate level 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 government

made quite different strategic choices after the 2 ojl shocks. Concerning Japan, a two steps
- - - = ’
analysis is required :

-]
At the company level, the same complementarity between employment stability, on the job

training and w i
g age career seems to prevail what ever the minor divergence in management

style (Di
tyle (Diagram 1I1.1. A). Furthermore, each cOmpany is immersed into the same economic

« salarymen » and house-wi i
use-wifes. There is thus one chance that aggregating all these firms,



57

the MACTOECONOMISL Ets SO
me
rather well defined regularities, for i
, for instance in
terms of wage

formation and productivity increases

o But the national ' -
economy level is not a simple aggregati
] : 2 ) egation of fi
stochastic point of view. Quite on the contrary, the J e
i : ) , the Japanese -
impressive Senes of ¢ ot . economy exhi
oordinating mechanisms which govern wage fi y exhibits an
. age formati
procurement (partnership and , ation (Shunto)
subcontracting) i '
, credit and capital :
and even technological ex : pital accumulation (Keiretsu)
e
 eeonomic d lgl pectations (MITI) as well as a shared vision about the next
nomic developm . Xt stage
pment (role of planning and administrative guidance). All these f:
= : € factors

institutional forms (Diagram IIL.1. B).

2. The ski
skill labor nexus and endogenous technical change : a neo-kaldorian growth

model.

The itl i
transition from Fordist WLN toward new configurations has suggested the

generalizati initi i
tion of the initial concept of « rapport salarial » toward a more extensive definition

nts to the national skill producing system (Diagram 111.2).

which would relate its compone

When technical change becomes the vecto
formations of products, proces
e uniess transformations of
The efficiency of the technic
ciety to pay for education and

r of competition, capitalist economies are

undergoi izati
going permanent trans ses and orgamzations. Thus, the

ability of the work force to cope with thes
s governing skill formation.

production is directly
related to a series of factor al education
ng, the willingness of 2 sO
on and standardization
ection of technical change.

Sys . . e
ystem, firms involvement In traini
of technical education

trainj 3o
raining and finally the degree of institutionalizati

tu ; . G a
I out to be crucial factors in the genests, speed and dir

A previous international comparison has proposad a neo-kaldorian model in which both
f engineers and finally the competence
obert BOYER, Eve CAROLI ,

f the

the increasing retumns to scale, the innovation activities 0
ctivity increases R
model. It relates t
d engineers, degr
calion, efficiency
ch derives partia
¢ is added in the sense

of
workers are the three sources of produ
he main parameters 0

1995)- Insert 111.1 presents the backbone of this

skill labor nexus (ability 10 innovate of workers an
pensity t0 pay for technical edu
endogenous technical chanse, whi

ore, purely Fordist technical chang

ee of cooperation in
of the training

Industrial relations, pro
lly from the

System...) with the rate of an

c
ompetence of manpower. Furthe™
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(hat the market growth rate i i a8
| S setting some hmuts 10 the divisio
increasing rerurns to scale. n of labor and the relaeq

From a theoretical point of view, this formalization is ab|
growth regimes according to the degree of ¢ . S able to generate at least three
ooperation in industrial relati
. - . t
efficiency of the traimung and educational system. It shows that it i i e e 1
from a low skill-slow technical ch .
. cal change growth to a high skill-fast growth pattern. For inst
. _ ' . For instance,
quite any OECD country would like to import a vaniant of the German dual train;
ng system,
but alas all these reforms have been blocked by the incompatibility with the other compo
. . nents
of the native WLN. Thus, from a strict theoretical point of view, the history of the skill lab
. ' - . > or
nexus is channeling the current 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 dunng 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 9 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 significant reduction of productivity sharing in order
to finance more investment in the sunrise activi

explanation, based upon the hybrid character of th

ties. The present model suggests a different

e Japanese accumulation regime.

periencing one of the stronger increasing

On the one hand, the manufacturing sector is ex
le I1.1). What conventional

s respect (Tab

returns to scale, quite Fordist indeed under thi
fact from a successful adaptation of the

in

theories explain as a pure catching Up derives
trast, the inability to transform accordingly

American methods for mass-production. By con
the WLN induces 2 slow growth and an absence ©

(Table 111.2).

f catching up for the British industry

strial relations has not allowed managers 10

On the other hand, the specific history of indu . ‘
les of labor division. Very early n the 50’s,

p
manded some democratization at the shop
a long history of

tization of Japan. After

strictly implement the canonical Fordist princi

the workers and their unions have vocally de

Jloor level, in parallel with the poh'tical democra



60

tnals and errors, the JWLN enjoys finally a rather favorable configuration : first, 2004

general education is a pre-requisite for the acceptance of technical change ; second on the

job continuous improvement of skills is induced by the expectation of job stability ; finally

the managers accept the marginal innovations suggested by shop floor management ang
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
continuous training of workers is quite intensive in Japan, with few or no equivalen

elsewhere, with the possible exception of Germany (Graph II1.1).

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 WLN overcome the previous Fordistconfiguration : product differentiation, 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 II1.3).

. ization between
American methods and the constraints derived from the position of Japan after World War II.

In other words, the JWLN has exhibited a noticeable capacity of hybridi

This hybridization, associated with a major dose of pragmatism, might explain the surprising

dynamism of the growth pattern of Japan. This is an important lesson for any prospective
analysis.
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— . !
INSERT .1 : A GROWTH MODEL WITH TWQ SOUR

CHANGE. CES FOR TECHNICAL

1. The main hypotheses.

The prodgaxwty growth is governed by two sources for technical change
> Scale effects which are related to the rate of market expansion both domestic (oj international (g,)
(1) s = A fug+ (1) &' asgl O<susg!

° Innovations _Wthh oRginaLe from engineers and technicians E; on one side, from rank-and-file
workers E; on the other side :

2) ge=md&E+tn&E 5,20 Osmigl
8; is the rate innovation per worker and T); the rate of acceptance by management of the innovations

The skill Jevel of engineers is assumed as exogenous (E2 = E3) and before the training policy concerns |
the fraction fo the workers (| - u) which is trained. It takes into account the requirements from technical |
change Eog(A2) and the reluctance to pays for training, according to parameter b

(3) d(1-u)/dt = - a (E; - Evg(A2)) - b(1 - u) a>0 b>0

The skill level of the rank and file workers is set by the efficiency of the skill producing system

(4 E;=6(-u)

Finally, the growth rate of the economy depends upon the evolution of the working population (uN) and |

the productiviry increases
o E\

- v Ny . . 2 ) . O ——]

5y g-= B(E+RJ_) * Nngay 1285 TENg )

|
ions 1 ivity increases is related
This expresses that the potential for converting innovations inte gatllal producilvugEd m;:gja];os» :{i;n‘
to the adequacy of existing skills with respect to the skills required by the actva’sp
-ven two more specific hypotheses conceming respeqively th;
gz:nd the speed of: innovation - 1.€. Eo(ga) - and the impact 0

[ EI/EO(g-\?)] -

The model can be solved and discussed
Telationship between skills requirements

insufficient skills upon actual productivity increases - ie @

The impact of skills

. i Figure 2 : :
Figure 1 : The impact of technical change av;“ability L ok
il reqUiremems‘ vity increases.

L"'

| Lz | £/5(5,)

@[ E/ Eu(ga2)] is first linear and |
th

en constant.




iced form

i ] rations.
In the sumplest case where only one colution exists, here are three possible configu

sati ilibri with respect to paramecters.
Fi_gure 3 : The variation of the equilibrium p p

The smaller slope of v, the higher the rate of technical change gi»* . Thus along the long run
equibbnium path, technical change is all the faster that :

© The more efficient the national skill producing system is (8 high)
° 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 (8, high).
® The more cooperative the wage-labor nexus is (1] high).

' The growth rate is thus the outcome of two different processes :

A ab
g =nilpg+(-mWg) + 1,00 8.A3
ab+b -~

——

- N

Increasing retums to
scale associated to
expanding markets

Innovations induced
by the skill-labor nexus

3. Conclusion.

Thus, according 1o the specialization and the or

system, these two sources have diffe

ganization of the educational and training
growth.

rent weights. The skill-labor nexus matter for long term

Source - R. BOYER, E. CAROL] (1993), p. 50-58.




Source ;. Computed from OECD Employment outlook 1991, p. 159.

2. Training is widely diffused across initial education levels.

Graph IIL1 : Frequency of Training and Education Level.
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.3+ JAPAN HAS FIRST BENE! Tt A ’ .
H;SESIET%&I; :NDJAFTER 1974 FROM COMPETENCY RELATED INNOVATIONS,.

1. Among the five OECD Countries, Japan exhibits a mix of fordist and post-fordist
B &

sources of technical change.

A previous work [Robert BOYER, Eve CAROLI (1993)] has proposed some estimates for the various
parameters of the model presented by Insert HI.1.

Table 1.2 : Some estimates for the impact of the WLN.

[ o Al I
n | + L - : | -
T ! I S I i ! g
e | + | 3 - | : | -
b | : i -] -~ S ' T
N - | = | + | * | 6

The configuration of Japanese economy is quite specific indeed :

° On one side, the manufacturing sector is featuring the highest increasing returns to scale, which range

berween 1,94 and 1,33 , i.e. the higher among the five countries (A high). This is the major difference
between Japan and Germany and this may explain why the Japanese economy grew still faster after
WWII.

® On the other side, micro corporatism and/or company-ism are associated with more cooperative
industrial relations, a positive factor for the acceptance of innovations onginating from blue-collar

workers ( n; high). Simultaneously, given the large employment stability, the large firms are willing

at the firm level, one observes in Japan a good fit between the upgrading of skills and the requirement
of firms (8 high). Finally, given the diffusion and quality of general education grass roots workers
are able to make many suggestions in order to promote marginal but co;xtinuous on the job
wmprovements ( &; high). Under this second heading, the Japanese potentialities about technical

change are better than the French ones which relies maj i
: . inly on the I d
the innovations brought by engineers ( 5, high). g RS of sk WSS

For a given and rapid e i
xpansion of world markets
d rap on o S g the Ja i i :
!Ia}tr)gzsttisgt)roduculvxty Increases since it benefits from more imengir;e;e Zc;ono&n o~ reha pmi-’,s I:e
y wage labor nexus induces a fas competency related techn?za;Stt? ects& Y )er?rahis 15
A change (ga2).
st ffom 1950 10 1973. This was not a mere

s Amenican s
the WLN matters (Table 111 3), Productivity standards. Clearly, the configuration of

to finance on the job training as well as professional training ( b small). Since the decisions are taken |
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INSERT 111. 3 (Follows 1) ]

Table I1L.3 : A significant growth slow-down for J i
apan, still the begt perform
hest er among OECD

countries,
Cerman aps :

[ Average annual Y| Japan | France [ Great-Britain] USA
growth rate 1950-1973 | 59 93 ; '

(percent). 3 3.6
Average annual '
growth rate 1973-1989 2.1 39 23 |
(percent). 2 2.7 |
|

Source : Maddison (1991)

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 from 9,3 %
per vear to 3,9 % The technical change induced by the JWLN remauns important but not sufficient to
counterbalance the negative impact of the crisis of the intemational regime. This Fordist feature'f
contrasts Japan with respect to Germany, two countries which enjoy from good training systems. i

Figure 4 : The reason why the Japanese growth rate slow-down so much after 1973.

Germany : Competency related

Japan : Strong Fordist effects
technical change
i
P N —
As <o
Ag o

of
hnical change explains the good performance
c

3. Af
ter related te .
1973, competency t countries.

APan, by contrast with typical Fordis
Itis b - ignific o | model presented earlier
e thad 1 cpisode triSSe™ PP ot easily mth“l‘ig”;feﬁﬂ';r& BOYER (1994)
o . . n
" Ill-si)InArztc:;;r,aeri’ca: \:f:nm the French trajectory ght be &

hange in the JWLN and the Japanese system of
ant chang

- T B
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INSERT I11.3 (Follows 2)

° In Japan, all the parameters defining the skill labor nexus mely 2 high equilibngm for the technica)
change a'ssociated to the virtuous circle : good general educam_'.m- high innovation rate at the §h0p
floor level. large acceptance by management. high investment 1n on the job training. productivity

and quality improvements, which set a cumulatve mechanism for firms competitiveness.

° In France, the opposite configuration prevails. General educgtion 1 .wgll 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 respondgg.posj[ive]). to
shop floor proposals. Finally, the distrust berween private managers and the state civil servants in
charge of professional training induces a poor efficiency in skill enh?xx.uogment. Consequently, the
French economy is trapped into a low technical change, low growth equilibnum

Thus economies which were considered as twins by some experts in the early 70’s, have since then

followed quite contrasted tracks The differences in WLN are guite essential in explaining these
divergences.

Figure 5 : The reason why Japan fares better than France after 1973.

Of course ' g . .
» many econometric studies would be necessary to carefully check the relevance of this

der to analywe th . . : 2
. U = S|a&iyeC e ost C ctoneS-
Nevertheless, it opens a reconciliation of long term h; 'o)' post oil shock national traje

Source: Results obtained from the use of the model of Inert 11}
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. SOME PROV1

v SIONAL CONCLUSIONS : WHY

gMPLOYMENT SYSTEM WILL NOT COLLAPSE SO0 THE JAPANESE
N.

It is time to derive some
u : - prognoses about the contemporary transformations, just i
t of an hustoncai retr i i 3 SR
gh : ospective and an international comparison of the position of
A second part wi i T
JWL : part will precisely test the following hypotheses against the
more recent

institutional and statistical evidences.

intended, half unintended outcome of explicit and strong strategies emanating from the large
manufacturers during crucial episodes (the 20’s, the 50’s, the 70’s). Consequently t;e

present configuration is not so old and is the result of a series of pragmatic and recurrent

rearrangements of the various components of the WLN.

alled Japanese employment system exhibits a strong complementarity

2. Nevertheless, the so-C
n the job training, complemented

core workers, Wage career and 0
e earners. This JWLN has proved

assimilating technical change, producing high quality and
eries of adjustment mechanisms has

between job stability for
by a strong stratification among the various status of Wag
to be very efficient m
differentiated goods, wherea

prevented massive unemploym

s internal mobility and & $
ent cuts, which are usually associated with Fordist crisis.

m 8 hybrid between two opposite models. The search for

nally foll
implemented in Japan. In adapting the

3. Furthermore, the growth pate
owed rather Fordist methods, but the

scalhasml

large increasing retums 1O
d not be totally

-‘American con_ﬁguration OOUI
American model, the Japan®s

WLN, in which labor force €
called flexible prO

acturers have finally converged toward a Toyotist
ws quality and product differentiation. This

until the mid-

¢ manufa
ompetence 810
duction model,

conomies O
i, this has been 2 major s

|, with an important caveat :

remin
ds the so- f scale are interrelated. Given the new

an economies of
at the

80’8 H l
..

context of competmon

and growth in the 805
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4 Thus there is nof any fixiy nor imirinsic rigidity in the JWLN. This challenges ihe

nowadays COmmMON Vision according which the employment stability would soon collapse

By a domino effect, so would the whole WLN and the accumulation regime. Yes, we might

be observing a new phase of major transformations, equivalent 10 those observeq

recurrently in the Japanese history of labor relations. Nevertheless, a complete collapse s
quite unlikely. Of course, some professional markets would be created and could
complement the previous systems, employment stability might be revised 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 comparisons provide another series of arguments in favor of this prognosis
The experts who forecast the most dramatic change generally think that Japan is totallv
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 globalization and the financial deregulation. This is a misreading of
the variety of the WLN which are simulianeously 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.

. Finally, a viable 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, 1t is really difficult to shift from one configuration to

1t 1s pawnstaking to synchronize the simultaneous transformations of the vaned
components such as work organization, wage, training

another :

- ' and labor mobility. Thus, even if the
rman vocational system were perceived as superior by decision makers and experts in

Japan, it would be not easy at all 1o implement it given the lack of any of its ingredients.

The strength in- ining 1
gth of the in-house training is the very obstacle to such an innovation...which has
been on the agenda one century ago but not necessary today

To conclude ; « le rapport salarial

12l japonaj : i
japonais ! » Japonais est mort...longue vie au rapport salarial
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