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I. Prewar Characteristics 

(1) In European countries, industrial development based on the adoption of 

modern productive processes and techniques has been accompanied by social 
changes of revolutionary nature which paved the way for the emergence of modern 

society, but industrialization in Japan took a different course. That is to say, 

the industriaJization was carried out without sufficient elimination of feudallstic 

elements, or under the traditional social structure. 

The Meiji Restoration, no doubt, brought about drastic political and social 

changes, but even so it failed to dissolve completely the pre-modern social struc-

ture and therefore, was not accompanied by social confusion. However, the 
restoration created politico-social conditions for industrialization by developing 

a form of modem state--although it was rather an absolutistic one. The industriali-

zation took a pecuhar pattern of development as it was combined with the pre-

modem elements remaining at the root of Japan's social structure. 
In other words, the industrialization in Japan was effected under the tradi-

tional social system, in parallel with the system and in combination with it. By 

this way, the industrialization made such a smooth progress that was unparaileled 

in world history, and was carried out, as is a well-known fact, at an extremely 

rapid pace. 
The successful industriahzation in Japan may be attributed to the modern 

productive techniques, to the paternalistic cooperationism which characterizes 

the pre-modem social structure and to the nationalistic enthusiasm to catch up 

with the advanced nations. 
(2) The fact that modern industry developed under the traditional system means 

that the pre-modern social institution and concepts founded in the traditional 

agriculture was carried over and applied to industrial management and labor. 

Far from being destroyed, as it was in Europe, Japanese paternalism in the 

old family system was rather harmonized with modern techniques and was power-

fully utilized in developing them. 
Thus paternalism has constituted the social characteristics of Japanese manage-

ment and gave rise to the idea that the company is a family. Under this concept, 

which underlies Japanese management and labor, the enterprise represents ' a 
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family ; the leader of the enterprise, the head of the family ; and the employees, 

the members of the family. 

One of the two outstanding features of paternalism is cooperationism and 
the other is authoritarianism. The former is of a benevolent nature. The autho-

ritarianism here is based on the principle of maintaining order by absolute authority, 

and takes the form of despotism whenever the benevolent cooperationism fails 

to work. The leader of ain enterprise dealt with his employees with authority 

comparable to that of the head of a f~nily or clan. AS the head of the family, 

the manager bore heavy responsibilities for the laborers. He planned various 

welfare institutions for his workers and formed his management policies with 

a view toward executing these plans. In managing the enterprise, he met his 

employees face to face every day to maintain close personal touch with them, 

and also he cultivated mutual understanding through the loyal assistant staff. 

The employees, on the other hand, faithfully obeyed the manager, suppressing 

their ego and putting their fate in the hands of the manager. 

Although this family system was of pre-modern nature, it was instrumental 

in establishing cooperative relations between the manager and the employees 

and served as one of the foundations for smooth progress of Japanese industriali-

zation. 

. However, when authoritarianism, the other aspect of paternalism, took the 

form of despotism, the inconsistencies of industrialization by paternalism was 

bound to come to the fore. 

(3) The Meiji Restoration resulted in the formation of a modern state of Japan. 

This process was made possible by the absolutistic state control. The nationalism 

became the guiding spirit of the people in general and powerfully controlled the 

behavior of management and labor in enterprise. Enterprise Was based on the 
capitalisitc system and had as its direct objective the pursuit of profits on capital, 

but this was so as far as it coincided with the obj ect of the state. Thus, the ob-

j ect of the state became an impelling motive of industrialization. The managers 

worked not only for his own profit but also for the obj ect of the state to overtake 

the advanced nations in industrialization. This lessened the laborer's resistance 

to authoritarianism. 

This intense nationalism constituted a motive-factor in the extremely rapid 

development of industrialization. Although competition also constituted a 
factor in promoting industrialization in Japan as in other countries, the Japanese 

industrial revolution failed to bring about a complete free economy. Therefore, 

the obj ect of the state constituted a stronger factor than free competition did 

in promoting industrialization. The nationalism caused the government to take 

positive protective policies of industrialization in order to achieve the obj ect 

of the state. And the gevemment forstered the Zaibatsu in the hope of concentrat-

ing capital by it to be able to accelerate large scale industrialization. Although 

the modemization of production processes of consumers goods, including the 

spinning industry, progressed 'independently and gave an impetus to industrial 
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revolution, the modernization of basic and heavy industries developed under 

Government protection and concentration of Zaibatsu capital. There were 
scattered over the country numerous smaller enterprises but at, the same time an 

extremely high degree of concentration of enterprises took place under the Zai-

batsu capitalistic system. Thus, the Japanese enterprise was characterized by the 

two contrasting features of centralization and decentralization. It is noteworthy 

that the centralized capital of the Zaibatsu on the other hand ingeniously 

mobili7.ed scattered smaller enterprises around itself. 

This concentration played a decisive role in the industrialization of Japan, 

through the process of state control, centralization of Zaibatsu capital and finally 

mobilization of smaller enterprises. 

II. Postte;ar Change 

The structure of Japanese industry underwent a marked change after World 

¥Var II. 
Japan's surrender in World War 11 and the subsequent Allied occupation 

brought about a democratic reform in various phases, such as political, economic 

and social. This reform gave a serious shake towards paternalism, nationalism 

and capital concentration which formed the basis of Japanese industrialism before 

t ' the world of labor and during the war. It dampened the old guiding spiri s m 

and management. 
(1) The economic concentration by the Zaibatsu in Japan ended with its dissolu-

tion by the Allied occupation forces. The Anti-Monopoly Law which was enacted 

soon after the ¥var put an end to monopolistic concentration of capital, ¥vhile 

the Government control and aid for industries were discontinued. Thus dawned 

the era of free economy in Japan and free competition which replaced the trend 

of capital concentration came to lead the way toward development of industriali-

zation . 
Although free economy gave rise to the problem of excessive competition 

in Japan todaV. , it must be noted that it gave much impressive contribution to 

t_he dVnamic development of the Japanese industry after the war. 

(2)' tTltra-nationalism lost its influence on Japan's labor and management com-

pletely after the war. Industries liberated from the yoke of Government control 

and interference got their independence and began to seek prifits freely under 

the banner of free economy. 
_ There arose, at the same time, a question of what should be the new guiding 

spirit of the enterprises of today and what responsibility they shoLild bear to 

the societv. ¥Vhat relationship the Govemment and industries should maintain 

also has come to be debated actively. . 
(3) Laborers came to acquire an equal footing with their employers. They 
are now allowed to form trade unions to maintain their independence and protect 
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their interests. Postwar democratization progressed most actively in the field 

of labor and, as a result, a great change has come to the relations between labor 

and magnaement. The trade union thus formed has now become an undeniably 
big force in the development of industrialization after the ~var. 

(4) Such a remarkable development of trade unions dealt a crushing blow to 

the management based on patemalism. Paternalism with its authoritative and 
dictatorial trends met with stiff resistance by trade unions. Its favoritism was 

a]so opposed because it went counter to the independence of laborers. The co-

operative effect of paternalism was doomed to extinction. This, it can be assumed, 

is the very reason why labor and management in postwar Japan lack mutual 
collaboration and harmonv. 

Japanese enterprises, however, are now trying earnestly to learn and adopt 

the principles and techniques of the management that developed in the United 
States. Such efforts, it can be said, indicate their earnest wish to find new guiding 

spirits and techniques that will replace paternalism. 

(5) The democratic reform that took place in Japan after the war led the manage-

ment to a big turning-point as stated above. The reform, however, did not de-

mocratize completely all phases of Japanese societV because it was one initiated 

from outside, that is, by occupation authorities. Therefore, there still remain not 

a little prewar trends and tendencies in some phases. 

Such trends and tendencies do renain in the world of business. However, 

new ideas and principles are exerting great influel]ces on labor and management 

gradually but steadily. Such a change rrLeans a change to paternalism itself, 

while prewar industries developed through harmonization of modern production 

techniques with patemalism. 

Paternalism which harmonized with production techniques before the war 
has now been vanishing the reason of its existence practically because its coopera-

tive effect has lost its significance. This is nothing but the result of the aforesaid 

democratic reform. 

Further, the question arises as to w'hether the present production techniques, 

novv in a stage of innovation or on the road to automation, will harmonize with 

a paternalistic form of management. The answer seems to be no. 
Paternalistic management existed under paternalistic personal leadership. 

There was, therefore, no management in the true sense of the term nor was there 

any concem about it. The old personal leadership has now proved to be utterly 
inadequate for meeting the latest technical innovation and expansion of the scale 

of enterprise. Thus a new principle of business management has come to be sought. 

This is the second reason why increasing study and adoption of the new princi-

ples and techniques of management are beinb" made in Japan. Such efforts are 

being made under the slogan "to modemize management to cope with the moder-
njzation of industrial equipment." 
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III. Characteristics of Manab"ement aud Labor i,t Japan's E,,terprises 

The management of enterprises in Japan has such characteristics as mentioned 

already. A concrete explanation will be made hereunder on this ' point. 

(1) In Japan's enterprises conspicuous features can be found in respect to the 

relation between the enterprise and employees. It may be said the relation bet-

ween them is marked by a lifetime commitment, so to speak, in which something 

like permanent employment is furnished. 
That is to say, Japanese employees serve with the same company uTrtil they 

reach the age of retirement~-usually 55 years-once they have been hired 

there. They do not leave the enterprise where they have obtained employment 

first, even if they may feel discontented or have chances to change their job. In 

other words, they stick to the same c_ompany until they reach the age of retirement 

once they have joined it unless something extraordinary happens. On the 
other hand, the firm continues to employ persons up to such age-limit after it has 

taken them into its service even if it is found later that they are incompetent or 

there are no longer works suitable to tbem. They are dismissed only in speial 

cases lvhere, for example, they commit penal offenses or the company is thrown 

into a dangerous position financially or otherwise. 

In the Anlerican indus~trial world persons freely choose their work places 

and join any company they like and they would move to other ones where better 

working conditions are offered. In the meantime, the enterprise engages employees 

from the viewpoit of its work and therefore it fires them in case there are no 

longer j obs suitable for them. In America, contracts of employment are concluded 

betiveen employers and employees at their free will. 

In Japan, too, the relation between the employer and employee is based on 

the contract of employment as a matter of form, but actually a different relation 

as referred to above exists between them. There are still quite a number of com-

panies ~vhich demand the submission of written pledges by new employees when 

they take the latter into their services. An invesfigation in 1952 concerning 375 

companies in the Kanto District belonging to the Kanto Management Assocai-
tion revealed that about two-thirds of them got written pledges from new employees. 

An employee is regarded as a member of the enterprise in the same sense 

that he is a member of his farnily, and an employee is treated actually as such. 

(2) The employment of an individual by the enterprise means to the latter the 

engagement of a person who will become a member of the enterprise and share 
the fate with it. The enterprise does not intend to secure the skill of an individual, 

but rather employs a man himself or woman herself without due regard to his 

or her merits. Of course, the enterprise is not considered to employ its personnel 

entirely independently of its work, but the relation of the employment of a per-

son to his work is merely general. 

It is the practice among Japan's enterprises to employ each year university 
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and high school graduates by fixing numbers respectively and to employ new 
graduates on the basis of school records and personality. Thus, in engaging 

new personnel, irnportance is attached to personality rather than on skill. 
'(3) The life, in the work place of those who have joined a company is not dif-

ferentiated from their private life. In American enterprises a sharp line is drawn 

between the private life of empoyees and their life in the work place. But in 

Japan employees are lifetime members of the enterprise and their fate is directly 

related to that of the enterprise. It, therefore, Iooks after the private life of 

employees, undertaking even the cultural education of their wives. 

(4) As .regards wages, too, 'there can be seen apparent features. 

In American enterprises, wages are connected with the work itself and further 

with the prosecution of work. However, in Japan the basis of wages is the educa-

tional background (or the kinds of school from which employees were graduated) , 

ages, the length of employees' services, etc. In addition to wages, there are various 

allowances, but most of them have no relation to the employees' efficient prosecu-

tion of work-the family allowance may be mentioned as one of such allowances. 

Accordingly, wages do not serve as an incentive to work, but the loyalty to the 

company and the passion for work lead employees to perform their duties. It 
may be interpreted that wages are not paid according to the duties and efficiency 

of the employees but that wages mean to a considerable extent rewards for the 

employees' Ioyalty to the company. 

(5) Meanwhile, since those working for enterprises are permanent employees, 

their treatment is an important question. To give satisfactory treatment tb 

the employees, various administrative positions are created, with the result that, 

in some extreme cases, one in every three employees hold some kind of administra-

tive title. 

These administrative positions are made not necessarily to meet the need 

for the prosecution of work, but they are established in many cases rather to 

give better treatment to employees for the purpose of keeping up or heightening 

the morale of the employees. Once such a practice is set up, the administrative 

rank in the company will certainly increase, and the ranks from the president 

to ordinary workers are divided into nine in some cases. There the paternalistic 

hierarchy is constituted. 

The responsibility and authority in each position are not prescribed clearly. 

Under the pre~ent system the chief executive of the enterprise is charged with all res-

ponsibilities and those in other positions exercise only such functions as to assist the 

chief executive, the responsibility and authority of each position being quite vague. 

The president of the enterprise can make a perfect one-man control, if he 

exercises fully the almighty power in his hand, but in many enterprises the great 

power of the chief has become nominal and actually the group of executive officials 

concemed makes decisions. . 
The decision is made on the basis of collective views by such a method as 

"nngf' (or consideration by a crrcular ) or by meetings. In the case of "ringi", 
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matters for consideration are described in a certain form and.circularized among 

- 

ersons concerned for deliberation and decision. 
, Such a practice is followed deliberately so as to leave vague the responsibility 

and authority of individual persons and to allow the collective body of personnel 

to decide matters . directly. The idea to clarify the responsibility and authority 

of an individual person is rej ected for the reason that it would worsen the personal 

relationship in a company. If the responsibilities of individual persons were 
clarified, the situation of an individual becomes often very delicate, and he will 

sufler a fatal bl0~1' under the system of permanent employment. In adoption 
of the management method, it is, therefore, intended consciously to avoid the oc-

currence of such incidents. 
(6) As regards the management of an enterprise with permanent employees, 
importance is attached particularly to harmony or cooperation, and in prewar 

years all enterprises in Japan regarded "harmony" as their basic policy. The 

management philosophy of harmony, "Wa", is the fundamental feature of the 

enterprise management of Japan. 
Such management philosophv was carried through even at the sacrifice of 

efficiency in operations. It may be presumed that by introuduction of manage-

ment method based on "harmony", the cooperative conduct among the personnel 

was expected to produce satisfactory results which would more than cover the 

sacrifice of individual efficiency in operations. 

Attention should be paid to the fact that "harmony" was preserved by pater-

nalistic means. The personal relationship resting on cooperative spirits was 

engendered in the atmosphere of paternalism. Furthermore, there exists a dif-

ference in status and rank. 
The administrative position itself referred to above was given to employees 

as a token of betterment of treatment and it was become a sign of status in the 

company. Apart from this, there was the proper personal status system. 
In the factory, the physical laborer was given the status of factory hand, 

"koin", while clerical and administrative workers were given the status of staff 

members, "shokuin", and their treatment was differed. 

This system was abolished by one company after another with the growth 
of labor unions after the war"s end. But, as a result of the investigation mentioned 

above, it is known that 33 per cent of enterprises still maintain the said personal 

status system. 
Further, in prewar years there was a system under which employees were 

classified by the length of their services and others into a number of ranks, and 

wages and other treatments were varied according to these ranks. This system, 

too, was done away with by one enterprise after another subsequent to the war's 

end, but according again to the above mentioned investigation, enterprises which 

still maintain this system in respect to factory hands (or physical laborers) are 

35 per cent of the total enterprises while those keeping it in respect to staff members 

are 41 per cent. 
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(7) The feature of Japan's business management was represented by the per-

manent employment system ¥vith the paternaJistic background as has been ex-
plained. Under this system an enterprise exists for itself and employees are, 

as members of enterprise, united with the enterprise in one body. Thus, the 
relationship that capital and labor or the employer and employees stand against 

each other apart from enterprise is obscure. 

This fact is reflected plainly in the ambiguous status of the foreman in Japan's 

enterprise. The foreman of such a pattern as seen in America cannot be found 
in enterprises of this country. There is a difference between the administrative 

class and the labor class in status, the former being called staff members and the 

latter, factory hands. Although they differ in status, they are considered the 

same in substance as members of the enterprise. The foreman in a sense belongs 

to the administrative class, but at the same time comes under the labor class, 

and therefore he served as a contact man between capital and labor. 

Under the permanent enrployment system like the one in Japan, there is 

antagonism between enterprises themselves rather than between capital and 
labor or between the employers and employees. Accordingly, competition bet-

ween enterprises in .Iapan frequently become fierce. 

In the meantime, Japan's enterprises, in their activities, Iack social sense 

and this results in the egoism of enterprises. For this reason, there can hardly 

be fair competition. 

After the war, the labor unions have made remarkable progress, but the 

permanent employment system has given them the characteristics of trade unions 
on the basis of enterprise. 

IV. Poil~ts at Issue after the War 

In Japan's enterprises, the cooperation based on paternalism which was 
termed, as stated above, "wa" (harmony) had been regarded as the underlying 

spirit of the management of enterprises. And the industrialization of this country 

has been effected by use of modern production techniques driven by the power 

of cooperation created in the above manner. 

However, due to drastic postwar changes in conditions, the old manage-

ment method is now becoming ineffective. Under these circumstances. Japan's 

enterprises are required to establish modern management leadership. 

It must be considered that movements now organized in Japan for raising 
industrial productivity are faced with the task of accomplishing the rapid develop-

ment of industrialization by setting up modern management leadership. 
(.1) As a result of the abolishment of ultra-nationaiis- m, the elimination of govem-

ment protection of, control over and intervention in enterprises, the disintegra-

tion of Zaibatsu and the enactment of the Anti-Monopoly Lalv, it becomes an 

urgent problem that the practice of fair competition be established, social res-
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ponsibilities of enterprises be arounsed, and a ne~~' relationship be established 

between the Government and enterprises. 

(2) As a result of the development of labor unions and the spread of democratic 

ideas, the structure of cooperation based on paternalism is collaps_ ing. Japan's 

enterprises are faced with the necessity of establishing a new personal relation-

ship of cooperation among the personnel along democratic lines instead of coopera-

tion resting on paternalism as in the past. 

They are also confronted with the question of setting up a new order based 

on functional efficiency in lieu of the status system based on personal eligibility. 

(3) The improvement of technique, the appearance of automation process, the 

modernization of equipment and the expansion of scale of enterprises emphasize 

the need of a rational system suitable to work and the need for the new coopera-

tion. Effective management of a modern large scale enterprise is possible only 

¥vhen individuals' function, responsibility and authority based on their individual 

works are clarified and these are integrated rationally as a whole of an enterprise. 

It is a ne¥v question before Japanese enterprises to build up a rational system 

for management, which inc]udes_ the following: to exercise rational management 

in conformity with work ; to clarify the individual's function, responsibility and 

authority and to integrate rationally the results of these efforts on the basis of 

Tvork in order to bring the power of unity into full play as a whole of an enter-

prise. 

In the sense I mentioned above, enterprises in this countrV_ must establish 

the modern management leadership. In this case, democratic and functional 

relationship will have to be established. Accordingly, the new management 
formula is fundamentally different from the old one. This is really a revolutionary 

change. Therefore, the resistance to the new management formula is unaviodable, 

but efforts are being made to overcome this difficulty. There is now in Japan's 

enterpnses a catch phrase "atmosphere creation". It means that there is a 
necessity to create ¥vithin enterprises adequate atmosphere conductive to modern 

management if it is to be introudced. 

In the meantime, able managers of present-day. ' Japan advocate the new 

orientation of management but they do not forget to sho¥v at the same time 
their interest in the old system. 

In conclusion, an explanation will be made as to two important questions 

with ~vhich the Japan's enterprise is faced in its atternpt to establish management 

leadership. 

( 1) The first of them is the question concerning the relation with paternalism. 

The modern management method runs counter, in principle, to paternalism. 
Meanwhile, although the traditional Japanese social structure contains feudalisic 

elements, there is also an element something like a racial community. So long 

as paternalism in Japan contains the latter element, it has the character of the 

community of common people which is contrasted ¥vith the feudalistic character. 

This character has not been baptized with modern spirits, but it is not autohrita-
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tive alike feudalistic communities and there are latently within it the hwnanism 

in its crude form. 

Anyway, under the system of feudalistic paternalism there is only stagnancy 

and decadence, and therefore the application of democratic management is dif-

ficult. However, in enterprises which contain rather strongly the element of 

the community of common people, they have the flexibility to absorb things rational 

and modern because of their popularity and activity. 

There stm exists in this country enterprises where the traditionai formula 

is used rather positively as the basis for management. In some such enterprises, 

business is stagnant because of adherence to tradition, while others have achieved 

excellent business results by making positive advances while the reform of techniques 

was under way. Hitachi, Ltd. is the most representative of the latter kind of 
enterprise. It should be pointed out that although the traditional trend is maintained 

there, the enterprise possesses the character of the community of common people. 

In a new enterprise where there is no tradition, the introduction of modern 

management formula is made with comparative ease. 
In the industrial world around Osaka, where the industrial revolution of 

Japan was pushed forward, the spirits of rationality and independence are rather 

strong. Here the modern management formula is positively introduced in com-

parison with the industrial world in the Tokyo district ¥vhich has been fostered 

and protected by the Government. 
(2) The second question is that of the relationship between enterprises and, 

permanent employees. Although permanent employment originated from the 
social structure based on paternalism, there have come to the fore after the war 

various factors in maintaining or promoting the permanent employment system. 

The postu,ar Japan is especially groaning under overpopulation, and therefore 

a person who has once lost his j ob experiences great difiiculty in finding proper 

employment. Under these circumstances, it is natural that the permanent employ-

ment system should be adopted. 
Furthermore, the emergence of labor unions in this country after the war 

contributes to the maintenance of the said system. The labor unions in Japan 

are organized on the basis of enterprises. The unions insist on the promotion of 

¥vage system based on the length of employees' services and strongly oppose dis-

missal of employees. This attitude on the part of labor unions result in the streng-

thening of the permanent employment system. 
The fact that this system is maintained at the sacrifice of other things gives 

rise to another question. The adoption of the system of permanent employment 
leads enterprises to loss the flexibility of management, which is a primary require-

ment in postwar Japan because of the unstable and fluctuating economy. Ac-
cordingly, it was necessary to find something else which w'ould play the role of 

a buffer against fluctuation in enterprises if the permanent employment system 

was to be maintained, For this purpose, the system of temporary workers has 

been instituted. 
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The temporary vvorker is employed under a short-tenn contract and, unlike 

regular workers, can be dismissed ¥vhenever the circusmstances of the enterprises 

calls for it. The system of temporary employment is adopted by almost all 

employers and it is now being the normal matter. Attention should be paid 
to the fact that the permanent employment system is maintained at the sacriflce 

of non-permanent employees. 
Enterprises also demand sacriflces of medium and small enterprises by mobiliz-

ing the latter's services as subcontractors. In times of prosperity a company 

relegates part of the orders it receives to subcontractors, but ~vhen orders decrease 

in times of depression, the company cuts off its connection with the latter, and 

thus it shifts to medium and small enterprises (which is the subcontractors) the 

effects of fluctuation in the amount of orders. Accordingly it may be said that 

permanent emplyees are connected chiefly with large-sized enterprises and that 

the permanent employment system is maintained in a sense at the sacrifice of 

small-sized enterprises which serve as subcon tractors. In many medium and 

small enterprises the non-permanent employment system is adopted unlike in 

the case of large-sized enterprises. It may therefore be stated that the permanent 

cmployment system exists in the unbalance of the national economic structure, 

The existence of such an employment syste.m sets limits to the introduction 

of the modern management formula. LTnder the permanent employment system 
it is difficult to establish the modern personal relationship completely on a func-

tional basis and it is also hard to set up fully the rational organization in conformity 

to work. 

This forms an improtant basic question for Japan's enterprises demanding 

an urgent solution. 

Note I : 

Note II: 

We have two very good books concenring the management in Japan. These are 
S. B. Levine: Industrjal Relations in postwar Japan, 1958, and J. C.. Abeglen: 
The Japanese Factory, Aspects of its social organlzation, 1957. Both books have 
made very much contribution to the study of the characteristics of the Japanese 
management in Japan. My paper owed many things to both books. 
I made a rescarch in June, 1958 of how the modern management methods are 
beeing adopted in Japanese big enterprises. I could recieve replies to my research-
enquete from 124 big" companies which are assumed to be representative of Japanese 
enterprises. Summary of results of my research is as following table. 
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