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CHAPTER 10

Employment relations in Japan

m

Hiromasa Suzuki, Katsuyuki Kubo
and Kazuya Ogura'

Japan’s economic context has changed a great deal since the 1980s. In
its neighbourhood, there are dynamic East Asian economies that have
grown very quickly. There has generally been continuity in Japanese
employment relations institutions, as well as the practices of govern-
ments, employers and unions. However, many large Japanese enter-
prises have become multinational enterprises (MNEs), competing in
global markets with networks of overseas subsidiaries. Two decades
of recession, after the burst of the bubble economy of 1990-91, have
prompted Japanese enterprises to dramatically increase their overseas
investments. Strategic decisions of MNEs are beyond the scope of
national institutions.

Is Japan similar to a coordinated market economy (CME), or is it
becoming more like a liberal market economy (LME)? This chapter
starts by putting Japanese employment relations into context. It
provides some historical background, then discusses the changing roles
of unions and employers, and collective bargaining, as well as labour-
management consultation and the Japanese employment system. Such
current issues as changes of labour market institutions facing global
competition with regard to corporate governance, atypical employ-
ment and working time are discussed. :

With a population of 127 million people and 2 gross domestic Prod“F‘
(GDP) of US$4662 billion in 2013, Japan is the third-largest economy in
the world (IMF 2015). Since the early 1980s, the Japanese economy has
xperienced several distinct eras. First, there was a period of re.latlvely
Strong growth, stimulated by buoyant domestic consumption; this led tof
the burst of its bubble economy around 1991. Then followed a decade o
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g recessions and difficultics for financial Institutions f
ccon(“f od of slow gr()wth up to 2008. Two major events 'hc; (
by a r: economic pcrfommncc: the post-2007 global 'inﬂn]c .
]ﬁggcl‘c d by the bankatcy of LLjhman Br(?thcrs and the 207 ,', '
and associated Fukushima -cata.strophc.. The .p().st-Z()()" global
cial crisis hit the then-booming export mdus.smcs. such as ayy

ery hard, while the tsunami impacted strongly o P,

and machinery, V : _
northern region of Japan, which suffered many casualties. This disrug |

. vig
supply chains and made it necessary, for safety reasons, to Stop mogg

nuclear electricity generation, which had provided 30 per cent of togal

electricity to Japan. .
The financial crisis of 1991 and the burst of the financial bubbje

were damaging. Previously, the main banks had played a pivotal role
in many industrial-financial groups, exemplified by the old Mitsui,
Mitsubishi and Sumitomo banks. After the bubble period, these banh"
and other financial institutions accumulated huge bad loans due oa
large drop in asset values (real estate and stocks), and they survived
only because of governmental protection and mergers of vulnerable
banks. That financial crisis, together with a contraction of domestic
demand, plagued the real economy through the 1990s.

In this period, prices were stable and slightly decreased in some '
years, reflecting technological progress, such as the increasing use of
information technology (IT), a decline in consumption and apprec-
ation of the yen. Annual growth rates (GDP) were -0.2 per cent for
the period 2001-05 and -0.8 per cent for 2006-10, but in real terms
1.2 per cent for 2001-05 and 0.4 per cent for 2006-10. In 2011, GDP
declined by 1 per cent in nominal terms and 0.6 per centin real term$ -
mainly due to the tsunami and its aftermath.
Jap;i“fmmed by slow growth and sluggish domestic demand-a“n‘l;‘c": _,
larly tose dfmerl?nses tried to direct more investment OVerscas fie E
o ez U[?lt'ed States, elsewhere in Asia and, to 2 ltESS‘féme ol
co“mfs_“ nion (EU) countries. An investment drive mcce =
o, particularly to mainland China and South Asid—4%

.-F the mid-1990s when these economies improved thei’ T,
trial infrastructures 2 d p sequent y, O
Japanese mar 9 technological standards. COnS ol bas®

. ufacturing enterpri erate on 4 gloo® et
Their Overseas turno g rprises now operat ic U oy
ver may equal or surpass their dom¢

LABOUR FORCE ISSUES .
Ja aogli0”
"af:rcl)fh ;; @ labour force of 66 million and a labour for® part:c:;r::ﬂl"f ;

per cent, according to 2012 statistics. About 88 P° )
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d: self-employment accounts for only 9 per
an’s labour force peaked in 2000 and, if the present participa-
c.c:nt-;a , remains constant, an official estimate predicts a decline of
mln  cent (O 6 million persons) by 2030, depending on the rate of
(ILPT 2013). The fertility rate remains low (between
3 and nt). About 4 per cent of the labour force works in
primary industries, including agriculture and fisheries. Manufacturing,
nining and construction (secondary) industries employ 25 per cent,
while 71 per cent work in tertiary industries, including services, whole-

ance, utilities and government. T he secondary sector

qle and retail, fin
decreased from 33 per cent t0 25 per cent of employment between

1990 and 2012. This precipitated a loss of 5.6 million jobs, which
indicates the extent tO which Japanese manufacturing enterprises have

moved activities overseas.

Population ageing is a serious issue on both the supply and the
demand sides of the Japanese economy. On average, the Japancse enjoy
among the longest lifespans in the world: 86 years for women and 80
years for men. It is estimated that the Japanese ageing ratio (the total

number of people more than 64 years old divided by the total popula-
tion) will be the highest among the major developed countries by the
year 2025. Therefore, the government raised the public pension age o
65. Labour force participation is relatively high among elderly people:
76 per cent of men and 46 per cent of women aged 60-64 years were

in employment, while 29 per cent of men and 13 per cent of women
remained in the labour market after the age of 65 years. The structure

f’flapan’s population will change substantially from 2 pyramid shape
in the 1950s to a top-heavy shape by 2025.
e end of the 1960s,

Unemployment was about 1.1 per cent at th
when the economy enjoyed high growth. The unemployment rate, on¢

of the lowest among developed countries until the mid-1990s, ros¢ to
z‘:‘:)e r cent in 1997 and 5.4 per cent in 2002 pefore declining tO 4 per
inc = 2008. After the post-2007 global financial crisis, unemployment
feased to 5.1 per cent in 2009 then fell to 4 per cent in 2013.
cld;.l; ewemploymem situation includes contrastir}g fcatpres. Many
of yo:n orkers have difficulties finding jobs, and an increasing numbe.r
expect S.Worke,s are unable to find career positions that 'match their
ment ia!:nons. (They have precarious jobs or they are in atypical employ-
enterpri [hc. secondary labour market.) On the ot.her hand, som¢
and Senfes in IT industries and low-pay enterprises in manufacturing
The jecs fd it difficult to hire workers. :

10 0.64 .rano of job openings t0 job seekers declined from 1.?1 in 1990

in 2000, aggravating the disparity petween jobs and job-seeker

force is employ€

economic growth
1.4 per ¢€
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INTERNATIONAL
this ratio recovered slowly to 1 in 2007, ¢

m- -m 008 and 2009 before inCrcas‘ilr'nlz); to 0.9R7 ir‘-l 2(:11 5_' *
‘kd'_ approximate Jabour market equili rium. Regional diffe T
of 1 Cl;:: ble: Tokyo and some industnfll centres (Nagoya,
::vc 2 ratio above 1, whereas in rural areas it is below 1, as the

i :on in those areas is worsc.
mcrz ::nmﬁ(:n[ feature of the post-1945 period has been a re
tion in the number of average working hours. In the pre-war period,
rwelve-hour workdays were common. Since then, the number of hours
per day has been reduced substantially. However, when the period of
slow growth began, the number of working hours declined further, 1o
around 2100 hours per year. In 1987, the legal limit of weekly hours
was set at 40 hours. Since the 1990s, the average annual working
hours has remained between 1950 and 2000. The increase of part-time
workers has tended to lower the average working hours; if we consider
only full-time workers, working hours have not declined. One-quarter
of full-time male workers aged 3049 years work more than 60 hours a
week. Long working hours are still 2 major public concern.

THE POLITICAL CONTEXT

The post-1945 period has seen Japanese politics dominated by the
conscrvative Liberal Democratic Party (LDP). Opposition parties have
:;zﬂcd influence from time to time but, apart from a brief period
m|i:i$c‘:/;ur, none "btaf'ncd sufficient votes to hold office in national
st pan,: ( JJ:’M“‘";. partics are divided by ideologies. The Japan Social
ates who h:u)J ‘;’:u; ormed mainly by the radical left and some moder
Sohyo. The close relationship with the main union federation.
the ¢ moderate and smal| Social De ic Party had a link with
moderate unign moveme mocratic Party ha @

Private secior A avelor ks ent of Domei, primarily recruited in't
political change came after the dissolution ©

the Soviet by
. <, when social
as in m. alist idealy | iAo in Japan:
Many other developed coumricﬂs.oM e

S, the (4 :
frequen changey of Japanese political scene was characterised by
z::.cmmc"" as successive elections resulted 1
" house (Sannf LDP scats in the lower house (Shugl™
Particy fm'l'm;’:]“f1 ) In 1993, for the first time since 19%
aded fy Year) Then , ccml‘:(?‘m."bp government for a short pe rl(:’

s the eader of gy J5p ”,“’" ‘R‘.Ncmment. including the l.l):’. ;‘:“
Ofmnhed Bu ft'lalin(.d its B¢ niichi Mu.-ayuma)‘ Between 1990 ;
o "VErin alliance with the small but *¢

i "Melto). In 1998, 4 new Democratic P
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(DPJ) was created, regrouping factions from the LDP, JSP and

of Japan ocratic Party. Between 1993 and 2001, seven governments
social D;:'c d then collapsed. The electoral basis of the LDP (rural,
were f:s and commerce) was gradually eroded during this period
b‘.,smct iving birth to a2 major united opposition party. Unable to get a
whlou gllitical base, successive governments could not implement the
Stabi:i\zo political and economic reforms required to solve the financial
Sﬁ; economic problems of the 1990s.

with the election of Junichiro Koizumi as prime minister (200 1-06),
there was relative political stability. The Koizumi government empha-
sised a market-oriented approach. Koizumi won several elections with
policies such as privatisation of the postal office and deregulation.
Due to Koizumi’s personal popularity, his government was able to
centralise decision-making processes, circumscribing LDP factions and
ministerial bureaucracy. The Koizumi government constrained public
expenditure by privatising public corporations and by reducing welfare
costs. Koizumi resolved the financial crisis of the 1990s, but the period
of strong premiership ended with his resignation in 2006.

Following two successive LDP governments, the popularity of the
LDP waned so that in 2009, the opposition party, the DPJ, headed by
Yukio Hatoyama, won a comfortable majority at the election of the lower
house. But he was subsequently criticised for mishandling the delicate
{\merican military base issue in the Okinawa islands

in the election of the upper house. The two DPJ
Sl;cceeded Hatoyama were unfortunately engulfed in the consequences
ofthe Fukushima disaster, whic

radiation, The . h led to a large number of refugees from
b - icissue of restarting 50 nuclear electricity plants has divided
nished f::r:;on an'd the DPJ. Thus, four years of the DPJ government
At the e 'zuulenment, without achieving any major reforms.
Ower hous::l 0f 2012, the LDP won a landslide election, first in the
tive Shinzq A;: : subsequently in the upper house, and the con.serva-
U"O'Ihodox becan'm prime minister. His government is pursuing an
dims 1, stab;-conom'.c policy, sometimes termed ‘Abenomicsj, wh.nch
iong 'S¢ the inflation rate at 2 per cent to arrest a lingering
¥ trend by radically increasing the monetary supply through
epr cciZF:ian. An immediate result of this monetary policy was a
| On of the yen against the US dollar and the euro (the
o i , vea PEr cent against the dollar and 26 per cent against the
Japan(‘Sc cmer). D U¢ to rising exports and overseas revenue, many
Year “nding ; "Prises posted a very high level of profits for the fiscal
O the gon 2014, However, it is too early to assess the effectiveness
Yernment's economic and monetary policy.

, and he lost a majority
prime ministers who
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of Japan (DPJ) w.as crcatcd,. regrouping factions from
social pemocratic Party. Between 1993 and 2001, SEVEN governments
rere formed then collapsed. The electoral basis of the Lpp (mrai
pusiness and commerce) \'Nas gl."adually eroded during this pcri(xi
without giving birthto a ma)f)r united opposition party. Unable to get a
stable political base, successive governments could not implement the
decisive political and economic reforms required to solye the financial
and economic problems of the 1990s.

with the election of Junichiro Koizumi as prime minister (2001-06),
there was relative political stability. The Koizumi government empha-
sised a market-oriented approach. Koizumi won several elections with
policies such as privatisation of the postal office and deregulation.
Due to Koizumi’s personal popularity, his government was able to
centralise decision-making processes, circumscribing LDP factions and
ministerial bureaucracy. The Koizumi government constrained public
expenditure by privatising public corporations and by reducing welfare
costs. Koizumi resolved the financial crisis of the 1990s, but the period
of strong premiership ended with his resignation in 2006.

Following two successive LDP governments, the popularity of the
LDP waned so that in 2009, the opposition party, the DPJ, headed by
Yukio Hatoyama, won a comfortable majority at the election of the lower
house. But he was subsequently criticised for mishandling the delicate
American military base issue in the Okinawa islands, and he lost a majority
in the election of the upper house. The two DPJ prime ministers who
succeeded Hatoyama were unfortunately engulfed in the consequences
of the Fukushima disaster, which led to a large number of refugees from
radiation. The issue of restarting 50 nuclear electricity plants has divided
public opinion and the DPJ. Thus, four years of the DPJ government
finished in disillusionment, without achieving any major reforms.

Atthe end of 2012, the LDP won a landslide election, first in the
ll‘i’v“'ef T.louse and subsequently in the upper house, and‘thc c<‘)n.scn:;
uni::;]mZO Abe became prime minister. His govcrm:nent is p'l:?‘)u:}gxich
i t0d0x cconomic policy, sometimes termed Abcn(:rtn:l Ti;\gcring

cﬂmo stabilise the inflation rate at.2 per cent to arrtlfl- b thrcgh
the B:”:‘"Y trend by radically increasing the leonetar}['aS 'PF’O“Cy b
rapiq ('; of J.ap.an. An immediate result of this mon¢ dqt:c o (e
e fcucll:rccmuon of the yen against the US dollar -anccm iy e
eurg i Y 22 per cent against the dollar and 26 Pf" ot taan
4 year). Due to rising exports and ovcrsum.rcvc iy
Japanege enterprice .v high level of profits for the fiscal
Year ending ; prises posted a i 4 assess the effectiveness
of the 51, 510 2014, However, it is too early to ;
¢ Abe Bovernment's economic and monetary policy.

the LD, JSp ang
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Historically. unions were flssuci:ncd with various PArties, inclye
. ISP, the Social Democratic Party ;md”thc .l-:lpzm Communigy y
lh.t J.;“‘jing on their dominant ideology. Since its creation jp l998’ iy
::'.l‘::l union confederation, Rengo, has mai?mincd a close rclauonj' ] {
the DPJ. The relationship bct‘wccn the LDI ;.md Rengo is more dia.
but without open hostility. Successful candidates of the DPJ gp g
small parties arc¢ often recommended or' supported by uniong, &
spective of the relationships between part!cs and unions, rank-and &~
members of unions tend to vote for candidates of their choice. Theet
has been an increase in voters who do not adhere to particular parties.

Consequently, the influence of unions on voters has declined.

THE JAPANESE EMPLOYMENT RELATIONS MODEL

Given the continued stagnation and the slow recovery of Japan's
economy, is the ‘Japanese model’ of employment relations still viable?
From the 1970s, Japan attracted much attention for its favourable
economic performance and its ‘cooperative’ approaches to employ-

g ST

ment relations. which some claim have supported this economic gl e empl
performance (e.g. Dore 1979). Wi prod
The international interest in Japanese management and employ: S hoan's ¢
ment relations was perplexing to many Japanese people, as for most 5‘;}*(\5) ;
of the twentieth century Japan had tried to follow models derived S, el l
from the West (e.g. the United Kingdom, the United States and '
Germany). Before the 1973 oil crisis, the Japanese tended to sce such Ry 1

countries as much more advanced, and various management tech-
niques and technologies were imported from the West.

Although interest in Japan waned after the decline of its econom¥ in
the post-bubble period of the early 1990s, some countries in Asia were

:[fluthe:gl;;t(?s‘mpon‘ the Japanese model. In the poor economic ghs’:;:‘; ":lu
e . some Japanese enterprises (e.g. Toyota, Horlda_ an mpeii- Ty
tive world ¢ir management systems in an attempt to survive if o B _:,;.Gm-
smaller em‘:arlse[s' Some large Japanese enterprises, a5 well as e N
Asian counmfp@es, are now shifting their production bases wfoduf' v 1
tion and em TSv including China. To what extent are Japanesc an_cs? \ K“\k
To bf:ginptoyment relations systems transferable to other cot Jnd ey
necessary, ap(;n‘fnsfwﬂ such a question, some historical ba‘ckgl(‘;)f 568 py\ "
Hitherto, Japan 181 cu(.ial era ended with the Meiji Restorauo"d ial N\
sation began in tl::d flmle contact with Western countries. 1inn 5. \\w
Japan’s carly facy, ? °_llowmg decade, a century later than e, ot A
in the 1880§ - Ories in major industries were begun by .(pe sThis = \:::‘,r':
stof them were sold to a few selected familic™ v‘ Y
ko
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;;;;;;:{.Dour movement developed rapidly under the GI.1Q’s aemo:s-
destr '0n program. Although much of Japan’s industrial baSGi :&; 8
four o¥ed during the war, union membership reached pre-war f; e
me Months after the war’s end. By 1949, there wer¢ 6.6 million u g
s mbers, 2 peak density level of 56 per cent. There were, howc:erai
str?;(e Setbacks for the unions. For instance, plans tO hold 2(1; ﬁfgl >
©by the unions in 1947 were suspended by order of the :

o : illion in
1975u mo?‘s recovered and reached a membership of 12.6 m
Witk L s
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. b later to become the powerful zaibatsu groups
orig . ises. which were based on these groups’ commercial

some unions, such as those covering printers and iron-
during this period, the familial basis of industrialisation
into the twentieth century. Many factories, especially in
the textile industry, had their own dormitories for workers. In some
iries, there were master workers (oyakata), who were subcon-
ractors—like the early supervisors in Western enterprises. After World
War 1, there was an acute shortage of skilled workers, and enterprises
wanted to recruit workers directly. Hence, large enterprises inter-
vened in the master workers’ prerogative to recruit labour. With the

evelopment of industries, the system of learning skills through
rnal on-the-job training systems

aks.
Although

workers, began

continued well

indus

rapid d
apprenticeships was absorbed into inte
in Japanese enterprises.

In the paternalistic traditi
unions did not exert much sustained influence. Faced with pres

from the militaristic regime, unions were dissolved between 1938 and
1943, and the employers’ associations were absorbed into the mobili-
sation for war production.

After Japan’s surrender in 1945, the Allied powers’ General Head-
quarters (GHQ) sought to rebuild the organisation of work and
employment relations as part of the post-war reconstruction. Many
clements of the present model were shaped by American influence
after the war,

on developed in the 1920s and 1930s,
sure

Unions

under the GHQ’s democ-
ndustrial base Was
hed pre-war levels

Th

raucs la.bour movement developed rapidly

dL's(atlon program. Although much of Japan’s i
foyed during the war, union membership reac

fo - g
“rmonths after the war’s end. By 1949, there were 6.6 million union
re were, howeven

members a

, a peak density level of 56 per cent. The

% |
stl‘ri!ll:z ls)e thacks for the unions. For instance, plans t0 hoic 2 ﬁ‘f“‘f;z(
the , 'Y the unions in 1947 were suspended by order of the G.“-(g;, in

'151 With a d .
ensity of 34 per cent.
(;\ftcr such peaks, unio,‘:e membership and density stagnated :(e:::;
4 :lziilll.y dcclining year after year. Density Was less than 18 P€f ;cmillion
. illion union members in 2013. Unions Jost more

IS in two decades. One of the main causes of ths (S
auy [he Shlﬁ to

2 thanee ;
8¢ in the industrial structure, especi
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service sector. Union density in 2013 ‘:nm‘d by ','“'“‘"3 Manufae
industries had 2.7 million members \\'llh a density of abouy 25 nl
Density rate was higher in the civil service (38 per cent) ang inf
utililic; such as electricity, gas and water (57 per cent), By '
union density in wholesale and retail was only 13 per cent, Tl
membership and coverage also varied greatly according to the sizg
enterprise in the private sector. While the density was less than 45
cent in enterprises with more than 1000 employees, it was negligible jn
enterprises with fewer than 99 employees (only 1 per cent).?

The reason why unionisation is relatively high in large €nterprises
is that most unionised enterprises adopt union-shop clauses whereby
newly recruited regular employees have to join the enterprise union,
Accordingly, union membership varies with the rise and fall of unionised
enterprises or industries. When the firm is expanding, union member.
ship generally rises and vice versa. These union-shop arrangements are
common in manufacturing enterprises but hardly applicable to most of
the service sector, where enterprises tend to be small and geographi-
cally dispersed.

Another cause of union decline has been the general improve-
ment in living standards, which has tended to make employees less
enthusiastic about union membership. Pay rises fluctuate according to
prevailing macro-economic conditions. Since the peak in 1990, when
the pay rise in centralised annual pay negotiations was 5.9 per cent,
such pay rises have been minimal, only just keeping pace with prices.
These unfavourable outcomes may have discouraged workers’ interest
in unions. Thus, some argue that unions have outlived their useful-
ness, and that the centralised mode of pay negotiations is out-dated.

Further, in recent years, there has been an increase in atypical
employment, such as part-time workers, seasonal workers, tempo-

rary agency workers and fixed-term contract workers. One in thre¢
workers is currently considered to be non-regular. As most Jap anesff
::;3;:; ‘:g‘::'% r cgu.lar employees of the enterprise a.nd T.xc':(:;:l?r::?
gty mc::); th‘c increase of at).'pical employment implics indus-
rs. Some industrial unions, such as the large

tri i trie
tal union UA Zensen (e.g. textiles, retails, hotels, food), haVe T
mcmb‘

Lo ¢ i : ’
TEAnise part-time workers; currently, half of UA Zensen's density

Are part-time workers. But this i union
among part-time
Why do ente

the same workplace where they already organise regular emploY

The T ees:

I:: tx::i” rfla‘cs to the special status enjoyed by regular cmf Ig? the
sei-sha-in i

sha-in is often used (meaning ‘regular mem A

s an exception, since the
workers remains low—Iless than 7 per cent:

in
o . loyec®
rprise unions not organise non-regular emp ees!
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word contains NUANces that do not have an equivalent
logy. It means more than being a mere hired worker,
munity formed by people with the same¢
generally restricted to

cmcfprisc')' ’l'h(":

(crmmo

entry to an enterprise union is
¢s of that community.

Japan are organised not by occupation of by job but

nion usually consists

tablishment. An enterprise U
d includes manual

ees of a single enterprise, an
agerial positions (as

revent

interests

the membe
Most unions in

by enterprise Or €5

solely of regular employ
workers and non-manual staff. Excluded are man

the law does not permit managerial staff to join unions, to p
employer interference). Union membership also excludes most of the
workers in non-regular status positions (part-time workers, temporary
agency workers Ot fixed-term contract workers).
Many enterprise unions grew sporadically in the period of turmoil
after 1945. Some of them developed from the factory- and enterprise-
lfmsed wartime production committees. As mOst unions are organised
205‘;8(‘)&::‘;: or individual pl:fmts, th.er‘e are many unions—more than
S t;’pes - l::g to the ofﬁc'lal Statl'SthS (2013). Although there are
Rl ions, such as mdust_rnal, craft and general unions, they
i ptions and play only a marginal role.

rcso“;;l:a;cn(ii“;;: i;l\dustrial unions, enterpl:ise un.ions have greater
mous in running theil.(;f: pQWP:rful. Ent'erpnse unions are autono-
interests. They are ﬁnangafl\llsaltnons and in promoting their r.nembers’
; union activities occur Cll1a y mdep‘endent and self-supporting. Most
¢ tion level. In Sefesal all: t e cnt.crpns,.e level, rather than at the federa-
R Splovension ateiai ey official union positions arc held by regular
of one to thy. emporary secondment from the enterprise—typically

A c€e years.

# | congj -the enterprise’s succe i
ions and empl ess greatly .mﬂuencc
ally have 5 ¢ b p oyment opportunities, enterpris
:Suﬂlly idcmifseﬁ,mve attitude towards management. Most employees
£ v:‘:anca the cor‘:g:{_‘l}eif employer in making decisions that would
thcﬂ; eNVironment i rl‘tlvcness of the enterprise. A key aspect of the
o clief thay the cmiapa'ncs.c enterprises is interdependence, and
Qt“rione is in the sam fpbnsc’,s a ‘community of shared fate’, where
N managers noi oat’. The relatively modest pay differentials
2 the W(’)rkem-,m_a‘“‘lal wc.)rkcr.s am.j man.ual workers tc.nd
L chif :on, senior mana ‘t‘“se.of identification with the enterprise.
Years CCutive, are likcl‘ guls{ directors and executives, including the
May b service, This c(’; to have been promoted internally after many
More class differ ﬂtr‘ast with Western countries, where there
entiation and much larger pay differentials.
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Are enterprise unions really independent of the contro] of L _
ployer? If an enterprise is unionised, the enterprise union s
the only organisation that is recognised as representing the em
ees at the enterprise. Financially, unions are independent from |
employer, since full-time union officials are paid from union
Employers usually offer various facilities to the union, including .,
office, but such facilities are offered on a voluntary basis after ncgo.'
tiations between the parties. The availability of these facilities helps !
establish a basis for cooperative labour-management relations in
enterprises.

An advantage of enterprise unions is that their policies are adapted
to each enterprise, rather than reflecting sectional craft or political incli-
nation. Employment relations based on enterprise unionism tend to be
more flexible than those based, for example, on craft unionism. On the
other hand, there are disadvantages from a union’s point of view. Newly =
employed workers automatically acquire union membership and their
union dues are ‘checked off’ from their pay. Thus, employees’ union
consciousness is generally less than their enterprise cONSCIOUSNESS.
Union membership usually ceases on retirement, which also reduces
the workers’ commitment to the union. 4

Most enterprise unions within the same sector join 2 sector-specific
federation of unions. There are more than 100 such federations. _T.he
major functions of these federations include coordinating the activities
of the member enterprise unions with the aim of improving P& 3“.
working conditions; dealing with problems common to a whole Sc-a'(:;i
guiding and assisting member unions in specific disputes; and polit
lobbying in the interest of workers.

These federations belong to nation
Trade Union Confederation) is the largest (6.8
is a small second national centre called Zenroren,
more radical union federations (0.8 million members). ;uionf‘I

At the national level, unions were long divided into W0 rl
centres: the left wing Sohyo and the moderate pomei. The
step to unite these centres began in 1982, when major ugiof Zd a 100%¢
of the private sector pertaining to both national centres forf'ﬂ"‘l " secto"
gathering under the name of Zenminrokyo (Japanes¢€ Pﬂ‘causc they
Union Council). Public sector unions were not included l:g od i *
were seen as too radical. However, this Ol'gimif““iorl g ur‘:ions- The
larger union centre, Rengo, which did include public Scaozector fcdcﬂ‘ ;
R Rengo was established in 1989, when it comprisec ! [;.; used !
tions with nearly 8 million members. Public sector unl_‘:’a;c secto”
more political and have more power than those if

al centres, of which Reng0 (ii;‘l’:"

million members)- i
which includes S0
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their membership and power diminished after 1978 due to the privati
tion of public corporations and the trimming of public s

: ‘ services, | .
awenty-first century, the most powerful unions are in the private scntthL
SeCtor.

Rengo has pursued cooperative labour—managcmcnt relations with
employers. Initially, Rengo tried unsuccessfully to play a liial \:'ul
to form an expanded liberal democratic league. During the long re c(:::

sion, its role was restricted to participation in different policy-maki
and consultation processes at the national level. During f(;yur ens
of the DPJ government, Rengo had regular consultation on pol)i’tiirabl
agendas with the government, but after the severe defeat of the DPJ in
2012, Rengo has kept its distance from the Abe government.

The end of lifetime employment?

T,he employment system in large enterprises is a complex mix of prac-

uce.s‘ 9f which ‘lifetime employment’ (long-term employment) and
Semorlty.-based pay are the best known. Other practices include a policy
Of‘ recruitment whereby entry to the firm is limited to new graduates
W“,h(.)“t occupational experience. The system also includes on-the-job
training, internal promotion and mandatory retirement—generally at
%0 years of age. A key role is played by a centralised human resource
Management (HRM) department, which has strong control functions
and reports directly to the chief executive.

Such internal labour market employment systems were consoli-
dated after World War 11, particularly during the high-growth period
$1955‘73)- In tight labour market conditions, enterprises had a clear
Interest in promising regular employees a carecr in which they expected
10 be promoted to higher ranks with higher pay related to their length
OF service. Employment protection was further enhanced by case 1aw
‘oncerning limitations on dismissal. N

Although the law was silent on collective dismissals (an employ
Ment contract could be terminated with advance notice by enthe‘r 1:;2);
t(_) the contract), the courts ruled that employers should not nbubsc O
" é "8t to terminate the employment contract. Dismissals coulccli b: ‘l,alid'
1‘\7‘ i\eld under specified conditions: reasons for dismissz.llzr!::(}glr choosiné
) \\'Orlii:orz sf Sho‘:ﬂd .bc made to aVOid. (_jisx::(iisst::;eczt[\ould be ndvanc,c:
' Consu\tat-or dls?mnssal. Shou!d l?c ::‘ ir;;;un r d the logic of f:;(ti
tmplg l?n S SOOI tl 3 jarge enterpriscs tend to regs
Fiy regul yment contracts. Accordingly, 178
g Ra" employees as fixed costs. loyees A5 employed not 11
Pd 4 e, _Bular manual and non-manual emploY ployecs- Enterpris
Pecific jobs or occupations, but @5 247

everse
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prefer 10 employ new school leavers or universigy gradus
than experienced workers who have been trained in othss :"L‘s
Their induction program is designed to encourage then, (()Lcn .
the enterprise’s nOrms and expectations. Onfo
Young recruits start at a comparatively low leve] of Pay, whiskh
based on their educational qualifications. Their pay rises i, p’ro Ch}
to their length of service up to a certain age limit. Promotigp .
largely on length of service, which is assumed to correlage wi d
employee’s level of skill developed within the enterprise. The R:fon:h
is disadvantageous for workers to change employers and for emp k.:-
ers to lay off employees who have accumulated specific skills required 3
in that particular enterprise. Typically, in the primary labour
comprising permanent or regular employees working for large enter _
prises, there is a tacit understanding about the long-term, tWo-way
commitment between employers and employees.
How many employees are really in this lifetime employment
system? Official statistics do not give an exact answer. Labour force
surveys collect data by types of employment—that is, regular or perma-
nent employment and other types of employment (e.g. fixed-term
and part-time employment). Approximately 65 per cent are in regular
employment and about 35 per cent in non-regular employment’
Regular employment amounted to approximately 80 per cent of total
employment in 1990, so it declined significantly after that time, reflect:
ing a change in industrial structures and HRM practices.
Not all regular employees are working in large enterprise

s thathave
: ; - of 8
superior remuneration and career opportunitics. Around 35 per cent

employees work in establishments employing more than 500 workers 4 Molga
or in the public sector. Employees in large enterprises do not all fi:fsy »Q%W
good conditions of employment. Supermarkets and package sef‘l:ugé by K:'i
for example, tend to employ atypical workers. Given that ma“:cgu :% i
manufacturing enterprises have production sites and replace '*:p%‘

workers with atypical employment, the extent of high'q‘mh[yeSt (hat ’tc%"
employment has been reduced. Some studies of job tenure SU88 jon f"\mk:"

long-term employment patterns continue, despite the long

e much restructuring. This is probably becaus¢ longzz
Ment is a core feature of HRM in Japanese enterprises
Kato 2011).

alThe employment system has developed on the
male breadwinners. The prototype of the current 5¢ :
sttcm, known as the Densan pay method (1946-47); e o § :"k,x
e(;( Tover living expenses of a male employee. Fem & X

cluded. In the twenty-first century, female employees
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ded from career employment, but in practice they are still handi-
exclu by the possibility of career interruptions. Only a small minority

afpfemale employees reach higher managerial positions.
0!

gmployers and their organisations

puring the period immediately after 1945, there were many violent
industrial disputes. These reflected the economic disorder, particu-
jarly the shortage of food and daily necessities. Neither employers nor
workers had much employment relations experience. To counter the
union offensive and to establish industrial peace and order, employers
e ““‘bin‘ organised regional and industrial associations. However, partly due to

N the ‘democratisation’ policy of GHQ, employers were often obliged to

out llk km._ ]
lovees "1 yield to union pressure, and thus also to an erosion of their managerial
! thi i . prerogatives.

b To restore managerial authority, Nikkeiren (Japan Federation

eatasex  of Employers’ Associations), was founded in 1948. It was the most
ni—hasme  important employers’ organisation in terms of employment relations,
mploynes 4 and had multiple functions. It played a major role up to the 1970s,
oy 65 gt when annual pay negotiations had a significant impact on the national

g ¢  tconomy. However, the importance of these negotiations waned in the
n oo “owf 19805 and 1990s. Business groups felt that a specialised employers’
mmi“h_ ,l}; federation in labour matters was no longer necessary. Hence, in 2002,
f\cznlf? e Nikkeiren was merged with the powerful Keidanren (Japan Federa-

HR\H‘“TW , tion of Economic Organisations) to form Nihon Keidanren (Japan
in & ‘“KA Bl_lsmess Organisation). Most of the functions formerly conducted by
3 (-\ W Nikkeiren are now the province of Nihon Keidanren, which mainly

ol m ,ﬂV COver§ large enterprises.
" o Nihon Keidanren coordinates and publicise

onife rfﬂ‘ﬁ = s employers’ views on
o i ployment relations, selects employer repre

sentatives O various

f"{‘f“ ;I'\’;J' " %)Or‘;r:mep t commissions, councils and the lm.em-mona‘lthu:o"cl;
£V 00 ang s%“’“ (ILO), and provides its member Org% AN W"d . “n’s
o w0 membeemc.e on employment relations practices- Ninendce anf-::nal
9L g oc cmployers associations organised & U B0
"L IE Gy, vl Bachiyeas atthe ol of shunto (the SPITC o
4 ¢ ;tf’_:“ When d‘ e){Nlhon Keidanren releases guidelines foremplf) i 2ining
Wl ¢ gy caling with demands from unions during Sollsco b'.arg ain:
o ":Ni»‘ ing, :mwa:y’ although many of them do no* e diri:;t?nlfi o scenes
it L -ne"lé’éif associations play an important rol¢

, ¢ ”.;" ’ , f
& Fi S ul:l(:.hc past, three factors strongly influenced mckn::g:::s“‘l;:r

; A * demand and supply conditions in labour MAarke,
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price levels, and business conditions or the enterprise’s perfa
(Ministry of Labour 1975). In recent years, however, the main de
nant of the outcome of collective bargaining has been the indiy
enterprise’s business performance. Enterprises that are perf, e
well tend to reward good results in the form of six-monthly bonuses
instead of a general pay increase. In contrast to the declining power of ;
unions, employers have increased their influence over employees,
large enterprises in the automobile, electrical machinery, constructig,
and banking sectors have resorted to downsizing, but most enterprige
unions have remained quiescent.

Collective bargaining

What is the form of collective bargaining used in Japan? First, it takes
place at the level of enterprise. This means that there is no collec-
tive bargaining (collective agreement) at the sector or national level.
Federations may coordinate the process of negotiations, but individual
enterprises and enterprise unions have autonomy to make their own
decisions.

Second, in most unionised enterprises, there are elaborate joint
consultation mechanisms, in which union representatives participate.
Joint consultation machinery was developed in the 1950s at the initia-
tive of the Japan Productivity Center, which advocated industrial peace
in enterprises through dialogue.* Joint consultation is seen as a means
of information sharing, but many employment relations and related
issues are discussed at consultation meetings. The distinction betwee?
collective bargaining and joint consultation is blurred, since the sam¢
people (top managers and union officials) attend consultation and
negotiation meetings. ;

Third, collective bargaining focuses on pay levels, particular ty d“"",g

tfhc annual pay round. Pay agreements may be concluded separ? [::a
t‘;g:‘S Zi’gi:etfl:t: ;);11 other matters. Most unions c9nducr Ea‘,\;redgi“
My il s s unto annual pay negotiations in Marc ‘d at other
. gotiations on other subjects may be conducted & "
umes. Shunto began in the 1950 (itiatioe of major union -
concentrating oo \ s.at th'e mm.atwc QLA wanted
Pay negotiations in spring, the unions eral:
OVerFome the weakness of dis d i tiations. 10 g
leading SECIors negotiate e CCTDOSE BEET en for that 15
round. Weaker sectors N :im Carlystage toieLa pate ill-over CC[:
Until the eng of the 19"73(1)580tlate i beneﬁt e a 5[: as its f'v’s"’[.[’
influenced the el Lo Shunto was a national events A declin in
union dens;j Y In terms of demand and prices:

(4
tyanda sluggish economic climate have helped t© chang
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.Jative importance in national pay bargain-
AT clined, with the focus of pay bargaining shifting towards the
ng differences in the profitability of enterprises,

¢l. Increasi
global competition, have been a major reason for

rcﬂ.c Cﬁ:fge. However, Shunto is still a significant collective bargaining
e includes information sharing and coordination within and
een employers and union federations, as well as within enterprises.

i ions usually corresponds to the organ-

tablishment, department or divisional

uping. If collective bargaining takes place at the central level of a
consultation on safety or conditions of work may

panicular enterprise,
be held at the establishment level. In the cas€ of a large group of enter-
prises, collective bargaining is generally carried out at the group level.
Grievances arce often settled informally without recourse to formal
procedures. Managers attempt tO subdue tensions and contflict, and
ty. Management and unions established

reinforce a feeling of communi
these informal procedures, which seek to avoid formal conflicts, after
the late 1940s and early 1950s, when there were many large-scale and

lengthy disputes in the mining and manufacturing industries. Radical
left-wing leaders led some strikes. Many of these disputes left wounds
in employment relationships that were not easily healed.

Although there were many stoppages up to 1975, industrial conflict
decreased substantially thereafter. Disputes are usually settled directly
between the parties concerned, sometimes with the assistance of a
mCdif‘_“’r The central and local labour relations commissions provide
::rr;c::litslon machinery ff)r the private and public sectors. Special
al the di:ms f‘Ft for public sector employcc.:s %md for seafarers. Nf:arly
conciliati(‘));l tes brought before these commissions ar¢ settled by either
tion. Most d.or mediation, and relatively few dlsPutes requx.rc.arbltra-
those that e:ﬁ"‘js presented to the labour relations commissions arc
at the ent(‘rpri:r: l _bey(”f‘d the li'mits of labour-management r.clat‘lcl)}ns‘
dcdincd. as u;t evel. The relative importance of the com'mlssmnb as

ere has been an improvement in cooperation berween

dboy

(;(r):[:(;,‘nl;s::g('mcm at the enterprise level. . i
ons between ;Y L‘mp'loymcm relations are rclanvcly‘stablc, and re a-
4 Positive Jiph the parties are generally cooperative. Some se€ this in
“Nterprise ;’ 5 Others have a more critical perspective, arguing that
"lationgp; ?"Ons are too dependent on employers, and that the
,""‘Dlny(.n‘:’lf one of collaboration and incorporation of unions and
Hed ang i‘nﬂy the employers. Some enterprisc unions arc well organ-
('"“‘rpns(. uc,nc"' most important managerial decisions, while in other

S unions are ineffective.

isation of the enterprise and its €S

251



INTERNATIONAL AND COMPARATIVE EMPLOYMENT ¢
LATIONS

As many employees €xXpect to w
enterprise, they tend to place an ¢
own working conditions. This m
traditional Japanese enterprises, where regular e
maintain their positions €ven at the expense of non(-

such as part-time workers and temporary workers
tionately female. ’ '

Mployees g
Fegular ey, ol
who are disprope: d

disputes, involving 12,000 workers, in 2012 One of the changes i that

most disputes are individual rather than collective. There have also been
increased levels of labour turnover. These developments represent chal-
lenges to unions as well as to the employment relations system.

CURRENT ISSUES

Changes in labour market institutions facing global
competition

The geographical context around Japan has changa‘i great:::):;o g
ations ago, China was still a developing country with acsonomic power
legacy. In the twenty-first century, China has become an flﬁl nologies.
with a huge appetite for energy, raw materials a.n-d "cw.tcgusmes. i
and Taiwan are strong competitors in many h"‘ed;,,c":c production ("‘i
has become a regijonal centre for certain types of ve lhave a consider*
pick-up trucks) for Japanese car MNEs. Japan used t(.)ghbouriﬂg Counnuf'
technological and economic advance, but these nelcver, Japancs¢ ;
have become both competitors and partners. Hozivynamic r;giﬂ?*
prises can also benefit from the proximity of %hese-ons are also £

Inside Japan, the social and economic s.' tumlageing popP - (abo%*
revealing some long-term problems. There is a?, a declin€ int at i
a decline in the fertility rate, which will result :-3dic debate "~ dormanl'.
force and the total population. There is 2 Spcl,gers is curre? % :
gration policies, but the issue of foreign wor peen s H i
Female participation in the labour market h:sarecr pros o
women take up part-time jobs without good
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be distinction between regular and non-regular workers, as well as

petween rypical and atypical employment, generates much debate.

n the field of labour law, several important legislative reforms have

been adopted since the 1980s: equal opportunity (1985), reduction
of statutory hours of work (1987), temporary agencies (dispatching

encies) (1985, 1999), child-care leave (1995) and an amendment to
the law of stabilisation of employment (2004), which requires enter

rises to offer employment up to the age of 65 years. Two reforms have
had considerable impact on the labour market. The amendment to the
law of the stabilisation of employment was made in respons¢ to
the ageing population and the change of the full pensionable age,
which was raised from 60 to 65 years. The amended law requires that
enterprises should offer employment up to 65 years for all workers
who wish to stay in employment. This legal reform was introduced in
stages between 2006 and 2013.

Previously, 60 years was the mandatory retirement age in both the
private and public sectors. As the law does not specify that the manda-
tory retirement age should be raised to 65 years, most enterprises have
maintained the retirement age of 60, after which they offer a fixed-term
contract. This is preferred by enterprises, because upon retirement
the open-ended employment contract is terminated and the workers
concerned are removed from general pay scales. Hence, enterprises
can offer a new fixed-term contract with substantially lower pay, though
employees’ incomes may be maintained through private pensions and
other allowances.

The temporary agency work law is typical of Japan’s approach 10
relaxing regulation. The initial law on temporary agency workers in
1985 (law on dispatching agencies) Was aimed at restricting agency
workers 10 be dispatched only to certain technical jobs or specified
Occupations. After several successive amendments, which enlarged
ic list of occupations allowed for agency workers, an amendment
n 1999 provided that all occupations Were open to agency work(:‘rs,
fmk‘ss forbidden by law (initially this was the case in manufactumjg
;md construction). Since 2004, the use of temporary workers has been

cg:fl even in the manufacturing sector, in line with the deregulation
Policy of the Koizumi government.
‘imi::: regulation of temporary agen 8
of th f‘m on the renewal of a contract except 10
fromr:c years, Accordingly, the numbcr of 88:“‘2'(' 2008.
op .)'5 million to 1.3 million between abe aﬁ nci
ment was curtailed by the post-2007 global fina
"% manufacturing enterprises reduced productio

cy work is V€
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many temporary work positions. These massive layoffs
public debate for re-regulating temporary agency workers, ‘,2;"
NO Progress was made during the four years of the DPJ] gove
because opposition parties had a majority in the upper house. J js ¢
mated that there were nearly a million agency workers in 2012, .
60 per cent of whom were females. Agency workers are paid much
on average than regular workers.

While changes in the legal framework have been only gradual, large
enterprises have experienced a transformation in their structures and
governance. In the 1980s, most large enterprises in Japan exported
their products, but in the twenty-first century many of them are MNEs r
with production sites in China and elsewhere in East and South-East -
Asia, the United States and Europe.

Toyota illustrates this transformation. This auto maker, which
perfected the famous ‘just-in-time’ system, had a conservative approach 2/t
to internationalisation until the 1980s. Toyota opened its first large s
factory in the United States in 1987 following much US-Japan trade &
friction. Two decades later, Toyota had a global network of produc
tion. In most cases, Toyota’s parts makers (e.g. Denso, Aishin) are 45
globalised as Toyota. By 2012, the total production of Toyota cars was
8.7 million. Overseas production comprised 5.2 million, compared
with 3.5 million in Japan. Asia accounted for 2.6 million, followed by
North America with 1.7 million and Europe with 0.5 million.

In the same year, 44 per cent of Toyota’s profits were from Japan
56 per cent from overseas subsidiaries. There is a tendency tO develop
overseas production in other sectors, albeit to a lesser extent. AC.C.O'
ing to an official survey of Japanese enterprises with overseas activitics
by the Ministry of Economy, Trade and Industry, among manuf;}ct.uf'
ing enterprises a third of their turnover was in overseas subsidmrl'ltz
in 2012 It had been only 20 per cent in 1995. The number of Pcof‘is
employed in Japanese overseas subsidiaries also increased in [lS
period, from 2.3 million to 5.6 million. In manufacturing, tW0 chm bf:d
f“k)'“c accounted for 40 per cent of job creation in overseas "f" on
laij: transport machines, with 1.4 million, and tclcCOmmumC;cm
:g;“g]m;:‘, Wfith 0.8 @il!ion. Geographically, most suclllf Cff(‘)‘lfl’(l)‘:c 4 by
it ol:’(:)f S\(’th.'h (‘hm:': accou‘ntcd fo‘r ‘amund a ::jr kum ies.

el r¢~ ?uthcasl Asian Nations (A.SI:AN) mem o s wi
i darge mdl:cuss""f. employment creation outside Japan Tapelh wher®
) gt m(‘)n in c‘mployfn.cnt in manufacturing "1(] (0 just ov‘el:
10 million bYZJ;][ i m_nlhon v e dCCl":i‘ ot ncCCSSanl",

C‘quawdywi[hs‘. However, job creation abroad shoul ‘" 5 udics 0

job losses in Japan. Various economett
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‘ment effects of overseas expansion are inconclusive about
the C‘“ploc}[s in Japan. For example, one study of Japanese MNEs and
. Averseas subsidiaries for the period 1991-2002 found no corre-
poie 77 en overseas job creation and the employment situation
pion DeLWen - 010). 1 be that those ises
- Japan (Yamashua & Ifu.kflo 2010). It may‘ e that those cn‘terpnsca
mJuloping overseas activities arc also creating employment in Japan.
icc\‘;nhcless. in view of the rapid erosion of employment in the manu-
facturing Sector in recent years, there are continuing debates about the
implications of overseas expansion for employment in Japan.

Another change is the structure of enterprises. During the late
1990s, many enterprises reorganised themselves through mergers and
acquisitions. 1n addition, sweeping changes in Japan’s legal system
contributed to the increase in corporate reorganisations.® These
changes make it easier for enterprises to restructurc themselves. Tradi-
tionally, large Japanese enterprises did not have an overriding objective
only to maximise shareholder value, but they also aimed to further the
interests of other stakeholders, including employees. Top managers
would put much emphasis on employees’ interests.

Yoshimori (1995) surveyed middle managers in five countries
(France, Germany, Japan, the United Kingdom and the United States).
Respondents were asked to assess the objectives of their firm in relation
to the maximisation of shareholder value. More than 70 per cent of
managers in the United Kingdom and the United States answered that
their enterprise’s objective was to maximise shareholder value while
only 2.9 per cent gave the same answer in Japan. This result is consis-
tent with other observations which claim that Japanese managers place
2 higher value on the welfare of their employees. Mergers proposed
by top executives have subsequently been cancelled following protests
by employees. Some enterprises have introduced anti-takeover

tasures, or a ‘poison pill’, to protect the interests of the various
s[akeholdch.

thos¢ effe

the:\el:lr:u%h employees have limited legal p9wer over to‘p.managcrs,
managemsweml Wpt.?s of employee participation, such as joint labour—
plans, JLI:ln‘l committees (JLMCs), and employee stock ownership
Nicate wi[hQS serve mainly as channels for managf:mcnt to colr:;mui
and thejr em?lOYCCS about the business of the firm, any pro ::ms
for fug, ?Oss‘blc solutions, and management programs. or plans
large cn:e. "\f’estment (Shirai 1983). Though nqt compulso(xj'?'..most
(.mmoyn:fpl‘lses have a JLMC to discuss various issues 10 ad .mon t((;

einlro(;. o 4 elations, such as investment plans, plant rclocanlolr)\ an
anage uction of new technologies. According to 2 survey on labour—
ment communication, approximately 75 per cent of enterprises
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with more than 5000 employees had a JLMC. It is assumed g, 1
prises achieve better performance by having a JLMC (Mon’shjn: ' '
Kato & Morishima 2002).

Several changes have occurred that have altered he b
power between shareholders and employees. First, legal changes hz: b
made it easier for enterprises to restructure, such as throUgh me
and acquisitions. The Financial Instruments and Excbange Act
revised in 2007, regulates those who plan to acquire 2 large P"OPOrtior;
of listed enterprises. The Company Act 2005 established Procedures
for enterprises to reorganise themselves by various measures, such
mergers and divesture. These changes have made it easier for enter.
prises and investment funds to acquire shares in other enterprises,
through tender offers. Neither of these laws requires enterprises that
are restructuring to consult with employees, except in limited cases.

A further important aspect of corporate governance is the change
in the ownership structure of enterprises. Japanese enterprises and
banks used to have large, stable shareholders. Cross-shareholdings, in
which enterprises own each other’s shares, declined from more than
15 per cent in 1995 to only 9 per cent in 2008 (Miyajima & Nitta 2011).
In addition, ownership by foreigners increased from less than 5 per
cent in 1970 to 28 per cent in 2012.

More enterprises are appointing outside directors. Traditionally, a
board of directors had several characteristics: there was a strict hierarchy
within enterprise boards; the directors were classified as chairperson.
president, vice-president, senior executives, executives and non-titled
directors; all of these directors were full-time members of the board;
and former employees might be promoted to become a director Of-jth;
firm. Because of these features, boards of directors may have.fal c(s
10 monitor the performance of their firm’s president, since pr "S'de.';n
faced litdle pressure from outside directors. Although the propg?r‘ 0
;?:[((:ztside dir.ectors is still only small, it is incre:.isiﬂg- Tgedril:::i from
pess ;n;;l‘&nscs that fiid not have an outside director i of the fat
i to 1623 in 2013. Thus, top managers, aWar *are from

"ergers and acquisitions are increasing, face more pres

Kﬁlc’t:hmarkcts to focus on shareholders’ interests. introducti®”
s r: controversial change in HRM relate.s. to thfe o mance
e anc.e-related pay. Although the definition O l::l A increaSing

Pay varies across enterprises, evidence suggests ¢ inds Of

ds
nu : o new Kkif
mbers of enterprises have been trying to introduc€ new © e

ay systeq 2
Ksyl'jrsv):;, p to str(:ngthen the link between pay and i:slngly plac(;
! pay determinati ises incr ise

€mphasis o, Y determination found that enterpris 754 cne a

performance, with 219 (or 86 per cent) ©
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roduced pcrfonnance-relatcd pay (JILPT 2006). About 62 per
rises in the survey claimed that performance had become
, important in determining pay than before, and 60 per cent said
more i gmployce's ability has more importance than previously. By
p an1 for more than 30 per cent of enterprises, the importance of
contf:;l;cation and length of service criteria was decreasing. Less than
algcf)er cent of enterprises said they put more emphasis on such criteria
than before.
survey-based studies have examined employer responses to perfor-
mance pay. The 2010 General Survey on Working Conditions asked how
enterprises evaluated the introduction of performance-related pay: 23
per cent said ‘good’, 42 per cent said ‘good but needs to be modified’,
and 24 per cent said ‘needs major revision’. The survey also showed
that the main problem with performance pay was the performance
appraisal: 38 per cent of the enterprises’ respondents reported that
managers did not have enough skills to evaluate their subordinates.
In addition, 53 per cent claimed that it was difficult to compare the
appraisals of employees who worked in different divisions of the firm.
One survey asked employees whether they agreed with the general
principle that pay should be determined by individual performance
(JILPT 2003). More than a quarter (28 per cent) of employees agreed,
60 per cent said that they agreed but were anxious about such a policy,
and only 7 per cent of employees said that they did not agree. Among
those who felt anxious or who were opposed to this policy, 79 per cent
said that they were not confident that their performance or skills were
evaluated fairly. In addition, 51 per cent said that performance might
depend on the job assigned, rather than on their effort. Nearly two-fifths
(38 per cent) were anxious that their income might fluctuate.

having in
cent of entcrP

Growth of atypical employment

At}p ical employment has tended to increase as regular employment
Awp(:::lr“'jlscd. About one-third of employees are.non-rcgular wl?rkc.:rs.;
inklud. (mpl"_)’mcnt covers a wide range of jobs and wor ?rs. i
rary ats part-time workers, fixed-term contract w?rkers anvd tcmp(:1
rcgulfrcncy workers.* One of the most important differences bem::; :
Worker. a:d non-regular employees is job security. While most rt:lil;1 -
5imilars ave an open-ended contract, which is d‘lfﬁcult to term ;
guarantees are not given to people in atypical employment.
According to the Employment Status Survey (Ministry of Internal
L'ma‘:(s) and Communications 2012), regular employees’ share .
yment decreased from 78 per cent in 1992 to 62 per ce

of total
nt in
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2012, while non-regular employees’ share increased from 28
to 38 per cent in that period (see Figure 10.1). The greap m
of non-regular employees were part-time workers and in gpe
(temporary jobs, such as student jobs). An increasing share
regular employees were ‘dispatched workers from tem Wi
agency (agency workers)”. In the same period, the share of contracs
workers increased from 18 to 26 per cent. !

Why has atypical employment grown so rapidly in recent yearss .n!:
reasons are complex and varied. The growth of the service sector js
one of the major reasons. For instance, employment by large retail and
wholesale enterprises accounts for 11.7 million people, manufacyr.
ing for 9.2 million, and medical and welfare services for 6.1 million. Iy
retail and wholesale, chains of convenience stores are major employers
of part-time workers and students. Similarly, supermarkets and deparn-
ment stores employ a large number of part-time workers. In these
sectors, enterprises like to employ low-paid part-time workers, who
may also have more flexibility in terms of their availability.

On average, part-time workers are paid only around 44 per cent
per hour of regular workers’ pay. With an ageing population, the care
industry is also rapidly growing, relying on female part-time workers.
Many enterprises may seek to cut their labour costs by replacing regular
employees with agency workers or fixed-term contract workers or by
subcontracting. There are instances where new factories in the elec-
tronics field are operated by a majority of non-regular employees, 25
automated processes require less qualified personnel than previously

According to the Survey on the Diversification of the Forms of
Employment (Ministry of Health, Labour and Welfare 2010), the most
frequent reason why enterprises employed non-regular workers Wdf o
save pay costs (44 per cent). This was followed by the need ‘to adit*
employment volume according to business fluctuations for a d3¥ ;’_‘:
a week’ (34 per cent), ‘to save the labour costs’ other than pay ( r
per cent) and ‘to secure qualified or easily disposable workers (22 pe

cent). (The survey allowed multiple answers.) By replacing regu‘“. L:“
workers with different types of non-regular workers, enterprises F “q?
€Ost savings as well as flexibility of employment. ¢ ‘:,:"

,Th ¢ growth of atypical employment provides an employment o.pp::\c o
tunity for those who might not otherwise be able to particiPa® mun!! \,
labour market. Such workers may be older workers, mobik,. 0;;0 ef ‘\z
people (freeters), those who experience difficulty finding 2 first ) ot if ‘«\

sdc]hool or “‘romen who interrupt their career for family ‘tasons.’ arthe
¢y have high educational qualifications. The growth als0 meat yme?t
secondary labour market js getting larger. Entry to regular ey
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