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| . Introduction

These days we are often told in the media that “lifetime
employment is tottering”. Since 1958, when James C. Abegglen’s
book “The Japanese Factory” was translated into Japanese
(Japanese title: Nihon no Keiei) by Kuniyosi Urabe, research into
Japanese management practices and debate by academic societies
has flourished. We have witnessed a boom period in theories
extolling the virtues of Japanese management. And now the
Japanese economy, after periods of very high growth interspersed

with minor recessions, 1s experiencing its worst recession since the

oil crisis of 1973.



One aspect of Japanese managements that has attracted much
attention is the unique “management climate” which has supported
the development of the Japanese economy. It 1s therefore now
appropriate to ask how this management climate has changed with
the onset of recession.

Lifetime employment" is seen as being a characteristic feature of
Japanese management. Today, in 1993, almost every day in the
media there is news of “adjustment of employee levels”, and i1t has
become a popular talking point.

In this paper my objective is to analyse the current situation
regarding the custom of lifetime employment and adjustment of
employee levels, and then to take a look at the probable future of

lifetime employment in Japan.

It. The concept of the Custom of Lifetime Employment

A. Various Views

The concept of the custom of lifetime employment was first
recognised by J. C. Abegglen in the second chapter, “The Critical
Difference: A Lifetime Commitment” of his book, “The Japanese

Factory - aspects of its organization”. In it he wrote”

, “Viewing the
over-all social organization of the Japanese factory, it is clear that
the lasting commitment of employee and employer, by which the
employer will not discharge or lay off the worker and the worker
will not leave the company’s employ, i1s the result of and a
striking example of a major difference between Western and
Japanese job relationships”. Urabe translated “life-time commitment”
as “shushinkankei”. Later expressions such as shusinkoyo (lifetime

employment), shushinkoyosei  (lifetime employment systems),
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shogaikoyo (employment for the whole of one’s life) also came to
be used”. In a later book, “KAISHA” (1985) J. C. Abegglen said the
following"”, “The Japanese system of career-long employment, which
applies only to men, has several key elements. First, the employee
1s hired directly from school, rather than from an open job market.
Second, he is hired for his general characteristics and abilities,
rather than for a particular skill or a particular job. Third, he is
expected to remain with the company for a life-long career, and in
turn expects not to be laid-off or discharged.” In a joint research

projects”

Hiroshi Mannari and Robert M. Marsh, citing the opinions
of Robert E.Cole® and P.F.Drucker”, rejected Abegglen’s emphasis
on dJapanese workers’ moral sense of loyalty to the company,
saying, “We believe that a re-examination is needed of the view
that Japan’s custom of lifetime employment emanates from cultural
traditions and national characteristics. In our opinion it is not only
cultural factors which account for Japanese employees staying with
one company; there are structural and functional factors which
support lifetime employment systems.” From a survey® they carried
out during 1969-70, they obtained evidence for their® “hypothesis
that an employee stays with a company because he expects that
with long service will come increases in pay, bonuses and fringe
benefits, promotion, enabling him to stabilise and improve his
economic and social status.” Mannari asserts that the main reason
for the existence of lifetime employment in Japan is that it is
advantageous for both management and employees.

Tsuda asserts"™

that lifetime employment is not a norm and it is
not the result of systems such as labour agreements and work
regulations, but that it 1s a custom gradually built up as part of

the Japanese management climate over many years [during the
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latter part of the Meiji period (1868-1912) and the Taisho period
(1912-26)]. He says"™, “It is not possible to regard lifetime
employment as an employment system, or as an absolute feature of
company management in Japan. It 1s rather a question for
management philosophy and management’s view of industrial
relations, as to whether they should regard the custom of lifetime
employment as a characteristic of Japanese management and
attempt to establish it in their companies, or whether they should
suspend it in order to maintain as far as possible the principle of
freedom to dismiss employees.”

Urabe talks of, “The lifetime employment system as an overall
concept which expresses the unique nature of Japanese management
and social systems,” and says, “The commitment between the
company and the employee i1s built on the premise that employment
1s virtually for life; various management control systems reinforce
this commitment,” and that it is not simply a question of long
service by the worker.

He points out that under lifetime employment in Japan, labour
turnover 1s very low. Also the fact that employees have a strong
sense of belonging to the company, a strong sense of loyalty to the
company, 1s an element central to the uniqueness of Japanese
management and the formation of lifetime employment systems.
Other interrelated elements are seniority-based promotion and
wages systems, group orientation, and the doctrine of company

welfare®.

B. The Author”s View

The above views represent only a small part the vast amount

written on this subject. Here I will outline my personal view of
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lifetime employment. The following are I believe defining elements
of the concept of lifetime employment:
1. “Long service as the result”

Lifetime employment constitutes a state in which employees stay
at a particular company for a long time. It is of course a state in
which the ratio of staff retained by companies is high, labour
turnover is low. In Japan, workers do not relish the idea of moving
to another company (horizontal labour movement), as is shown by
various statistics that have been published. However, this state 1is
also affected by changing business trends, labour market trends.

Fig.1 shows the proportion of high school leavers, junior college
and university graduates who leave companies during their first
three years service. By the third year nearly half the high school
leavers have moved on; this could hardly be described as a high
rate of retention. Even with university graduates, about a third of
them leave within 3 years. Such a high ratio leaving companies so
soon would not seem to support Abegglen’s view of recruitment
centred on school “university leavers as being one of the supporting
conditions for lifetime employment. It would seem to be more
realistic to include, as lifetime employees, workers recruited
midway through their careers, who then serve the company for 20
or 30 years.

From the point of view of management it is important to keep the
overall capability of the organisation at a high level, so it is an
excellent policy to encourage long service in order to build up
work skills through experience with the work of the company. By
“long service as the result”, therefore, I mean a state in which
expecting long service from employees is basic personnel policy,

and in which employees expect appropriate rewards as a result of
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Chart 1 Proportion of School/University Leaves Recruited who Leave Company within Three Years
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long service, with the result that long service is actually achieved.
It is difficult to assert that such policies are peculiar to Japan,
they are in fact seen widely in Europe and America. However

overall staff turnover is lower in Japan than in other countries.
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2. “The policy of not discharging employees”

Another defining element of the lifetime employment concept
1s the policy of not discharging employees unless there are
exceptional circumstances. The problem here is what constitutes
“exceptional circumstances”. When economic conditions are
favourable it is likely that there will be insufficient labour
available, so that staff are only discharged if they commit some
offence for which the punishment 1is dismissal. Unfavourable
economic conditions like those prevailing at the current time,
however, put companies into a difficult position. If they have excess
labour they may have to carry out some adjustment to keep the
company out of the red. Hence there are some companies which
have been forced to dismiss employees in such “exceptional
circumstances” in order to keep the company in business. Thus the
interpretation of this principle of not discharging staff depends
greatly upon the circumstances facing individual companies.

This policy does not mean that employees will never, provided
they behave correctly, be discharged. It is more realistic to see
management’s basic approach as being that staff will not be
discharged unless the company 1s in an extremely difficult

situation.

Hence a definition of lifetime employment based on the above
might be;
“Lifetime employment is a commitment in which the basic approach
for both management and employees is that the latter, having
joined the company, should serve it as long as possible. The
commitment incorporates a tacit agreement that unless the company

is in an exceptionally difficult situation the question of discharging
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employees will not even arise. Lifetime employment is not a system
which must be defended at all costs, but rather a custom, the

purpose of which i1s to utilise the human resources of the company
to the full.”

lll. Adjustments to Employee Levels (Koyo chosei)

Although everyone recognises that lifetime employment is one of
the characteristic features of Japanese management, there appears
to be no clear universally-accepted definition of the concept of
lifetime employment, just a surprisingly vague commonly-held
perception of what i1t is. “Adjustments to employee levels” 1is an
important element in any consideration of lifetime employment
customs. This expression is not new to the present “post-bubble”
period. It was used during discussions in the recession brought
about by the high value of the yen in 1986™. This time, however, it
1s heard much nore often during discussions on the state of the
economy. In its “Ashita e no Kaze” (What tomorrow may bring)
column on January 4th 1994, the Asahi newspaper published several
articles on redundancies and transfers under the title “Will lifetime
employment be discarded ?”. Television, newspapers, and magazines
are all bringing out frequent reports on the employment situation.
This 1s the first time since the start of the high growth era in 1956
that there has been significant anxiety about employment prospects.
It may be that the time has come for a revision of the custom of
lifetime employment. Here I will first discuss the concept of
adjusting employee levels, and then the current situation.

A. The Concept of Adjusting Employee Levels

Adjustment of employee levels is an expression used to describe
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the various methods of adjusting the number of staff actually
employed to match the number required. Chart 2 shows the resutls
of a Ministry of Labour survey of how companies felt about their
employee level adjustment needs in August 1993. It shows that
companies in many sectors believed they had too many employees,
and hence were faced with the necessity of reducing their staffing

levels.

There are 11 methods of achieving adjustment mentioned in this
survey, ranging from 1, restrictions on overtime, to 11, making
permanent staff redundant. We can categorise these methods 1into
the following 3 stages:

First Stage - reduction of hours worked by restricting overtime
- reduction in number of hours,/days worked
- internal transfers
Intermediate- reducing intake of permanent staff
Stage - reducing stop taking on extra,part-time workers
- not renewing contracts of /dismissing extra,part-time
staff
- not renewing contracts of employees dispatched by
outside employment agencies
- temporary leave, shutdowns
Final Stage - transferring staff to other companies
- early retirement with preferential conditions
- voluntary redundancies
- compulsory redundancies

The first stage methods have often been used in Japan. These are

the mildest of the measures available and do not give the

employees any strong feeling of anxiety about their jobs. The



intermediate stage group consists of reducing recruitment, or not
renewing contracts. This is generally achieved by not (filling
vacancies that arise, and internal transfers. These measures give
the employees a fairly strong feeling of anxiety about their jobs.
The final stage involves actually discharging employees from
the company. Transferring staff to other companies and early
retirement systems have been resorted to by many companies in
Japan. Voluntary and compulsory redundancies constitute the last
resort, and these create an atmosphere of crisis in terms of fears
about jobs.
B. The Current Situation

In August 1993 the Employment Security Bureau’s Employment
Policy Division (at the Ministry of Labour) carried out a national
(interview) survey. All of its Public Employment Security Offices
selected about 2 of the major companies under their jurisdiction,
making a total of 1,001 companies, and asked them about the
measures they had taken “planned to take in future. The results of
the survey are summarised in Chart 3. From these results the
following points emerge:
1. First stage adjustments

The companies which have already restricted overtime and
increased leave are not intending to take these measures any
further in the future. Instead they intend to make more use of
other methods, such as increasing the number of transfers.
2. Intermediate stage adjustments

The proportion of companies dismissing or not renewing contracts
of extraseasonal, part-time workers will increase from 9.6% to
12.1%. The proportion reducing or stopping recruitment of mid-

career staff will hardly change (future 37.1%) from its already



Chart 3 Current Implementation Status of Adjustment to Employee Levels (Already implemented and planned)

(DPresent ‘ (Unit: %)
Employee Level Adjustment Methods(Muitiple Replies)
wil NDtismissal'/ Red“'cf' St?p Transf Voluntary,”| Will not
SECTOR | cary | v | It | N4 TV | SO ot | TSI | oy [ Vltmary | 0L
restriction leave extra /seasonal, mid-career Transfers companies Shutdowns Redundancy
part-time workers workers

Total for all sectors 59.9 449 11.3 9.6 370 21.6 114 76 1.5 40.1
Construction 20.0 12.0 12.0 4.0 8.0 12.0 40 80.0
Manufacturing Total| 62.5 474 11.7 9.9 38.1 229 12.1 85 16 375
Foodstuffs 233 11.7 6.7 33 15.0 5.0 76.7
Textiles 72.0 54.0 28.0 18.0 36.0 24.0 20.0 22.0 4.0 28.0
Clothes 45.9 311 12.2 54 25.7 135 2.7 8.1 54.1
Iron & Steel 88.6 74.3 17.1 143 34.3 31.1 40.0 229 114
Metal products 52.6 44.7 26.3 105 36.8 13.2 2.6 10.5 2.6 474
General machinery 68.5 57.5 55 11.0 46.6 26.0 17.8 9.6 1.4 315
Electrical machinery 68.8 54.8 8.0 6.5 442 286 14.6 45 2.5 31.2
Transport machinery 76.2 61.4 158 20.8 515 RING 139 5.9 1.0 238
Precision mechinery 78.0 65.8 10.5 10.5 526 34.2 18.4 10.5 5.3 221
Wholesale/ Retail

479 333 104 125 438 125 8.3 21 52.1
Restaurants,” Pubs
Service Ind. 438 18.8 6.3 31 219 9.4 3.1 31 56.3
@Future

Employee Level Adjustment Methods(Multiple Replies)
Will Dismissal,” Reduce, stop Will not
SBCTOR | camy | Overtime | Tcrsasod | NOLzomewing | crient. | ouam |00 | pemporary | Volintry 7| 18 201
restriction leave extra /'seasonal, mid-carrers Transfers companies Shutdowns Redundancy
part-time workers workers

Total for all sectors 60.5 44.6 10.6 121 371 242 13.2 8.3 31 395
Construction 20.0 8.0 40 4.0 120 8.0 40 40 80.0
Manufacturing Total| 62.7 47.7 114 12.1 38.1 25.2 13.7 9.1 3.4 373
Foodstuffs 26.7 11.7 83 1.7 15.0 6.7 1.7 73.3
Textiles 70.0 52.0 22.0 120 38.0 22.0 18.0 24.0 40 30.0
Clothes 47.3 338 13.5 8.1 270 12.2 14 12.2 54 52.7
Iron & Steel 88.6 65.7 11.4 143 343 25.7 343 229 11.4
Metal products 60.5 4.7 10.5 5.3 36.8 21.1 105 18.4 26 395
General machinery 69.9 61.6 6.8 13.7 46.6 425 24.7 12.3 2.7 30.1
Electrical machinery 67.8 55.8 75 121 427 31.7 141 35 2.5 322
Transport machinery 79.2 59.4 13.9 26.7 495 29.7 17.8 6.9 5.9 20.8
Precision mechinery 63.2 60.5 10.5 79 526 28.9 15.8 158 36.8
Wholesale,/ Retail

62.5 229 83 12.5 271 16.7 8.3 315
Restaurants,/Pubs
Service Ind. 46.9 18.8 15.6 315 15.6 125 6.3 31 53.1

Note The figures (in the middle 8 columns) show the percentage of companies which carried out,/will carry out these measures.
Source: Results of (interview) survey carried out in August 1993 by Public Employment Security Offices throughout Japan, on behalf of the
Ministry of Labour's Employment Security Bureau.

high level (37.0%). The proportion carrying out temporary
shutdowns" is set to increase from 7.6% to 8.3%.
3. Final stage adjustments

Transfers of staff to other companies will increase from 11.4% to




13.2%, a high level.
measures, voluntary, compulsory redundancies is still low, 1.5%, but
is set to double to 3.1%.

Next I will discuss the nature of some of the methods currently

The proportion carrying out the most dire

being used.

1. Internal transfers
The usual (ie. not for the purpose of adjusting employment

levels) type of internal transfer is job rotation, carried out in

the skills of the staff,

appropriate member of staff to a vacancy that has arisen.

order to develop or transferring an
In
Japan rotation 1s carried out about once to twice a year, or more
if necessary. In contrast, most transfers for adjusting employee
levels consist of transferring staff from indirect divisions to direct

Chart

4 shows some actual examples of transfers announced in recent

divisions with the objective of reducing indirect labour costs.

Chart4 Recent Examples of Internal Transfers

No, of staff From which to . Adjustments already
Company Name transferred which division Reason Objective carried out,/planned
i . R . Make decidsion-making
May. 24th Ajinomoto A1.m is 100 Head Office Indu:mt Fall m' quickes,”more efficient, Reduce by 100 to 700
1993 this summer —Sales,” Production consumption R ..
improve productivity
Aug.6th | Sumitomo Indirect — Sales _ Slim down indirect
. 100 to 150 (159%6) Recession division, improve
1993 Trading (under 40 yrs old)
sales set-up
Aug. 6th | Kanematsu Nearly 60 by — cal Transfer staff to related
1993 Trading next spring (179%) sales companies
Ask for volunteers for early
. - retirement among staff in their
Oct. 6th Japan IBM 2500 by Jan.1994 Produ ction etc. Worsening Reduce operating costs | fifties. 600 volunteers had come
1993 (over 109%) Service,/Software company results
forward by Nov.1992 (extra
redundancy pay awarded)
Oct. 11th Seik 900(12%) over Indirect — Poor sales of Slim down Admin. Transfer staff
1993 © Hpson 6 months Production,/Sales personal computers departments to other companies
Oclt..;éSath Kanebo 122 Rationalisation 340 people retired
sf to
Head office Technical Poor sales. , Tran er.staff other
Oct.16th X . Slim down management companies and reduce
Amada 100 /Managerial — Worsening s .
1993 Provincial Sal fi ial situati division. numbers recruited
vincial Sales inanci nation (from about 80 to 20 people)

Note : The author has produced this chart from articles in the Nihon Keizai Shinbun.




months.
2. Temporary leave, shutdowns

Temporary leave 1s, as | explained earlier, somewhat different in
nature to lay-offs in Northern America. Its objective is to reduce
the level of operations and hence labour costs. Some examples are
shown in Chart 5. Many companies have also carried out temporary

shutdowns during previous recessions. Also there have been

Chart 5 Recent Examples of Temporary Leave

Nos. of staff . Previous case of 'Divisions’ .
Company Name involved Period temporary,” Leave Wage involved Other Adjustments
April. Tth . 12 days/
1993 Minolta 6,700 (All Staff) 6 months ( April-Sept.) 20% cut
1986-7 (Recession
Sept. 29th 4 large under caused by high value ¥9040/da All divisions Traife: ;zi;)sther
1993 steelmakers investigation of yen) 1-3 days/ y (planned) -omp K
month Reducing recruitment
1 or 2 days” :
Se;;%.gZé)th NKK Abotu 2,400 month alternating Man?gfefnal
(for at least 6 months) sta
Transfers to other
14 days/6 months . ., companies:
OKK f 12 d April~Sept. d 1 f
o 1 Cunda i et your) 12 208/ Apri~Sep By 7 o
1993 to March next year.
29 days/ ~
Shonen Kosaku Sept 21st~Nov.30th 18 days/Jan.~Sept.
Allowance
Oct. 12th P 2 days/month Dec.1986~July 1989, . Includes
1993 | Shinnittetsu All staff (Nov. onwards) all staff paid to 80% | ranagerial staff
Yamaha Feb, May 1993
Oclt'gglggth Kawai Musical 5 days/4months Feb, May 1993
Instruments (Oct.18th-Jan. '94) €0, y
Oct. 13th 4days, 1month X Managerial staff,
1993 Iwaki Glass 130 (about 20%)] 3months Nov.21st 9596 Non-union
onwards members
. During 1st oil crisis
Oct. 26th Nissan 2,100 2 days/November n 1974 90%
1993 =
Mazda z’i?lothe :{;&fl}ly 2 days/November 5 days in 1975 90%¢
Miyano 4-day working week
Oct. 28th . Increase length of
1993 Tsugami 7~8 days,/month Ug :1‘2 I;D/ng::’:\l?st Christmas shutdown
y from 1 to 2 weeks
Reduce by 600 by end of
Oct. 29th 2995 t,hel nuon(l)ggr of;taff
ct. 29t/ . . Large truck currently 4, in indirect
1993 Nissan Diesel About 1,400 2 days,/ December assembly line divisions. Methods-
transfer to other cos.,
reduce recruitment.

Note : The author has produced this chart from articles in the Nihon Keizai Sinbun

temporary cuts in wages varying from 5% to 20%.

3. Shukko - Transferring staff to other companies (subsidiaries etc.)

This option has two forms, Zaiseki Shukko - where staff are
temporarily transferred staff to other companies but retain their
employee status in the company, and Iseki Shukko - where staff are

actually released by the company to be employed by the other



company.

According to a 1993 survey of employment management, 95.5% of
the 5,000-plus employees companies questionned were carrying out
Shukko. 95.2% were carrying out Zaiseki Shukko and a very high
50.1% were carrying out Iseki Shukko. Iseki Shukko is a measure
which makes the older staff in large companies extremely anxious.
It 1s in reality a combination of discharging staff and passing the
buck to other companies, and it tantamount to early retirement.
This can be seen from Chart 6 which shows the objectives of
carrying out Shukko. Three of the reasons or objectives - to get
around the shortage of executive positions available 23.2%, to
reduce excess staff 23.0%, and to ensure that the staff involved can
continue working after they have reached official retirement age

29.4% - are in effect passing the buck to other companies.

Chart 6 Objectives of Transferring Staff to Other Companies

(Multiple replies) (%)
To give To To found
Proportion Because |To develop | managerial| strengthen a new Because Policy to | To easure
pgf other the skills | guidance,/ | relationship com there are r eche employment
.| company | of the | introduce with Pany | insufficient poy
Age Groups companies for . excess after Others
. has not people new company executive £ .
which enough being technolog; they are |Purpose of ositions staffing | retirement
lied Y Y diversifi- | PO% levels age
rep staff |[transferred| to other | transferred . available
cation
company to
EE (2: e bugy | (5501000 | 487 442 241 28.7 176 03 62 48
M
A
P .
g’g § Moo e | e28y 1000 | 402 2.7 32 375 204 39 63 53
F
ﬂ E Older
Y R (50 or over) (32.2) 100.0 388 9.7 42.1 350 25.6 10.1 156 76 8.2
E'}l; ( (o9 08 | (2201000 | 607 49 18 39 211 290 12
R
A
M )
ﬁ‘; { Miaaeeesd | (21071000 | 447 102 %2 18.2 386 92 100 17.1
F
E E Older
T R | (50 or over) (693.) 100.0 488 55 410 388 155 23.2 230 294 42
Notes :

1. "To ensure employment after retirement age” — staff are transferred before they reach retirement age, and they can continue working
beyond that at the company they move to.

2. The figures in brackets represent the proportion of the companies carrying out temporary,/permanent transfers who replied regarding
their objectives

Source :
1993 Survey of Employment Management by Industrial Labour Surverys Dept. in the Labour Policy Bureau at the Ministry of Labour.



4. Voluntary and compulsory redundancies
With the former, volunteers for redundancy are sought among a

particular group, so that unlike compulsory dismissal it does not

involve coercion, and it 1s being used widely because in the
Japanese company climate this softer approach is much more
acceptable. Nevertheless, i1n the current recession compulsory

redundancies are not uncommon, and the dismissal of supervisory
staff aged 45 and above has created a social problem. Telephone
helplines have been set up by the Nihon Rodo Bengodan (The

Labour Defence Council of Japan ) and various local public bodies

to help these people solve the problems they face.

Chart 7 Recent Examples of Voluntary Redundancies

No. of staff No. of volunteers Period during
Company who have : . h which Groups of staff Conditions of
Name agreed to |2 8 proportion o lunt hed dand
greed to volunteers approache redandancy
total no. of staff
volunteer were sought
Feb.17th~28th
Sansui Denki| 150 maximun 1/3 Left co.
Jarlli;gzzlﬁ on March 3lst
Iwasaki Early Feb~end
Tsushinki 640 27% of Feb.
24 months pay—rate
Feb. 6th Minolta 1,700 s.taff aged over =maximum basis
Feb.1st~15th | 40, with 20 or more . .
1993 Camera . they received in
years service . .
their forties
All types of staff
(ground crew) aged
35 to 44 with over
10 yrs service. 50% of annual
Preferential retirement salary.
Aplr.99237th A‘.]a_i?: 2mon3hT—June, conditions system for | About ¥10 million
ir es uly staff over 45 retiring for 35ys. old
e&F}Y ground staff.
7,000 staff asked.
150 expected to agree
Apr. 28th | Alps Denki 800 1300 About 12% at In J Staff who have more 4 ;)nor}ths ]maxlznum
1993 | Tohoku Al both compani nOune | than 1 g i asic sa'ary tor
ps oth companies an 1 year’s service
500 age group
Normal retirement
3 hfi]f—month General staff aged- | P27 plus 12‘months
Sept. 1st periods-from between 40 and 57 pay at their 1993
y NTT About 10,000 Oct.1st 1993, . basic salary and
1993 with at least 10 yrs.
Apr.1st 1994, service 9 months pay at
Oct.3rd 1994 : their 1994 basic
salary level.

Note : The author produced the above chart from articles in the Nikon Keizai Shinbun between Jan.1992 and Sept.1993 about voluntary

redundancies in large

companies.




IV. The Future of Lifetime Employment in Japan

Here I will discuss how we should see the future of lifetime
employment in the light of the increase in adjustments to employee
levels.

Earlier I said that the concept of lifetime employment has itself
not really been clarified, and put forward two charactistic elements
which would be part of my definition of lifetime employment,
@D “long service as the result” and @ “the policy of not discharging
employees.”

Various theories have been put forward as to where we should
look for the foundation upon which lifetime employment was
established. One theory 1s that it was the Japanese national
characteristic of group-oriented behaviour and sacrifice of the
individual, the strong feelings of belonging to the group (company).
However if such cultural characteristics really determined lifetime
employment, it would be extremely difficult, if not impossible, to
implement adjustment of employee levels in response to the needs of
the company.

The wave of restructuring currently being carried out in Japan
by means of adjustments to employee levels is already beginning to
produce results in the form of management rationalisation. This is
evidence that the concept of lifetime employment is based on
factors other than cultural factors. Okuda®™ brings the concept of
stable employment into the debate on lifetime employment in order
to rise above the theories stressing the uniqueness of Japanese
management. He divided concepts of employment commitments into
3 types, the first, generally called the North American type, where

the relationship is dominated by market principles, the second



where it is supported by Japanese culture and divorced from
competition on the labour market, and the third Okuda’s stable
employment concept, “an intermediate concept midway between
market principles and organisational principles”. This type of
relationship is seen not as a short-term contract, but as a long-term
continuing commitment, yet one in which a lifetime commitment to
a single company i1s not a precondition.

The author has put forward a convergence theory of management
systems.™ I think we say that if secure employment is a
system which 1s effective in Japan and America in 1improving
company results (organisational efficiency), the concept of lifetime
employment will change in response to circumstances, long-
term, secure employment will become the basic policy in not just
one, but most countries.

According to a recent survey, as in the past, respect for lifetime
employment (preservation of employment) is still, even in recession,
the basic policy of most managers and union leaders in Japan.
This survey™ was carried out by the Japan Productivity Center.
Some of the results are shown in Chart 8 and 9. From Chart 8 it is
clear that most managers, even though they may support the
approach of long-term employment, feel that there is no alternative
but to dismiss “employees who do not have the aptitude for the
job”. We cannnot simply interpret this as being the growth of ability-
oriented personnel management practices. We should interpret it
rather as meaning that managers do not agree with guaranteeing
lifetime employment, their approach is one of long-term employment
with appropriate people allocated appropriately.

Chart 9 indicates that both management and unions strongly

support preservation of employment. I think we can say that this



Chart 8 Resignation by Employees Who Lack Aptitude

(Question: Do you think that employees who lack aptitude for the work should be encouraged to resign?)

Managers |Union Leaders
Total 100. 0 100. 0
Yes 78. 1 48. 0
No 20. 0 50. 0
No reply 1.9 2.0
Total 100.0 100. 0
R | If they stay on the company will become unprofitable. 8.6
E | If they stay in it will put an extra burden on other employees. 13. 6 6. 7
é They themselves will only become unhappy if they continue 53. 3 39. 3
O doing work they are not suited to.
Y | others © 2.2 2.0
G | The company is obliged to keep them on, having recruited them. 6. 0 19. 3
\I, It is difficult to force them to resign with the law as it stands 11. 0 19. 3
E at present.
N'| Others ® 3.0 1. 3
No Reply 2.0 2.0

Sourc : Japan Productivity Center Management Development Dept. Survey 1992

Chart 9 Preservation of Employment

(Question: Do you think companies should preserve employments regardless of fluctuations in business conditions?)

Managers {Union Leaders
Total 100. 0 100. 0
Yes 81. 0 98. 0
No 16. 0 0.7
No reply 3.0 1.3
Total 100. 0 100. 0
Even if it means making things difficult for the company for a 28. 3 23. 3
short while we don’t want to throw away the merits of lifetime
employment.
R The present recession is an opportunity to reduce working hours 24. 2 46. 7
E and increase exchanges among personel, so will benefit the
A employees.
S | The company has an obligation to find work for excess staff, 23. 4 26. 0
g keep them active.
g | Others @ 5.0 2.0
G | This cannot be solved by internal transfers/transfers to other 4. 6
1 companies, getting rid of some personnel is unavoidable if the
\E/) company is to survive.
N This would invite reduced profits/increasing product prices, 2.2
so it would not benefit shareholders or consumers.
Companies have an obligation(to society) to run the company 8. 6 0.7
efficiently, keep staffing levels to the minimum necessary.
Others @ .
No Reply 3.0 1.3

Sourc : Japan Productivity Center Management Development Dept. Survey 1992



represents a basic understanding that employment security is
essential to the management of a company. I think that the results
of the above survey also indicate that companies do not have the
inflexible approach of “long service,no dismissale”, but that the
overriding priority is the survival of the company, with “desirable
employment customs based on secure employment”.

However with the increase in adjustments to employee levels,
particularly the dire measures - transfers to other companies, early
retirement schemes, voluntary and compulsory redundancies - it will
be interesting to see how the concept of secure employment and
lifetime employment changes in the future.

The author believes and hopes that already rigid lifetime
employment systems do not exist in Japan, and that lifetime
employments,secure employment will contiune to be employment
policies within a wide, flexible framework appropriate to the
circumstances of individual companis, and that the basic concepts
of these excellent employment policies will be established not only

in Japan, but in other countries as well.
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