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ABSTRACT 

This study is about the development of Japanese 

industrial relations, based on a quantitative analysis of 

industrial disputes. This study proposes a model of 

industrial relations, which incorporates interactions 

between principal actors, such as the state, capital, and 

labor and two major contingent factors, i.e., political and 

economic factors. Two levels at which these factors affect 

industrial relations are distinguished: one at the world

systemic level, another at a subsystemic (country) level. 

The model predicts that the triadic relation among the 

state, capital, and labor affects industrial relations, and 

they are in turn influenced by both political and economic 

processes at the world-systemic as well as at a subsystemic 

level. 

An application of the model to Japanese industrial 

relations, however, requires a close examination of the 

cultural interpretation of Japanese industrial relations. It 

is often asserted that Japanese industrial relations, 

characterized as unique as they are exemplified by lifetime 

employment, seniority-based wage system, and enterprise 

unionism, are rooted in the Japanese tradition and culture. 



This implies the contribution of unique and continuous 

industrial relations to economic success in Japan. 

Nonetheless, the findings of this study reject the 

culturalist explanation of Japanese industrial relations, 

clearly illustrating a significant structural change in 

industrial relations in Japan during the period from 1916-

1934. This significant structural change was also 

accompanied by social, political, and economic changes. 

12 

Further, industrial relations in Japan for the period 

from 1897-1985 were tested by the model, using the method of 

linear structural equation models. Findings of the study 

are: The strength of capital was inversely related to the 

likelihood of industrial disputes, while the strength of 

labor increased disputes. The state's strength indirectly 

decreased industrial disputes. In addition, substantial 

differences in the triadic interactions regarding industrial 

disputes between pre and post World War II Japan also 

supported the structural change in Japanese industrial 

relations before World War II. 
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INTRODUCTION 
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For a country lacking natural resources and coming late 

into the world-economy, Japan's rapid industrialization of 

the last hundred years surpassed that of other countries 

including Western industrial countries. 

Around the 1850's Japan's position in the world-economy 

was so low that she was almost ignored. When Commodore 

Perry's Black Ship forced Japan to open her doors to Western 

countries in 1853, the intention of the American fleet was 

only to secure a port in Japan where materials necessary for 

the voyage to China, such as wood, water, provisions and 

coal could be provided (Williams, 1910: 137). However, 

today, Japan economically surpasses other countries and is a 

dominant trading partner with the United States. 

In due course, as early as 1895, Japan militarily 

defeated China and ten years later defeated Russia. Again 

about ten years later, Japan earned one of five seats in the 

League of Nations Council after World War I. Despite the 

defeat and devastation of World War II, Japan has developed 
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so rapidly again as to be about to seek for a permanent seat 

in the United Nations Security Council. 

Japan has been regarded as a success in the twentieth 

century. From the beginning of this century, Japan was 

viewed as an economic miracle and compared with England in 

many aspects by Westerners as early as the 1920's (Dyer, 

1904). She was also respected and feared by fellow Asians. 

As the admiration toward Japan grew, so did mystification of 

Japan. 

Research question: Japanese industrial relations 

As Japan becomes economically prosperous, the secret of 

the Japanese miracle has been much sought after. The search 

seems to be centered in its "mysterious" industrial 

relations and its labor force. For instance, Ishihara (1991) 

attributed Japan's rapid economic rise to its alert and 

innovative labor force: 

Our supremacy in high technology sterns from an alert 

and innovative labor force. Everyone in a company 

contributes, from top to bottom. One genius is not 

enough. You need excellent engineers and technicians to 

take an idea or laboratory discovery to the factory and 

turn out quality manufactured goods. The low rate of 
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defective products shows the outstanding level of 

technical ability in Japan. Excellence in manufacturing 

bespeaks a crack work force. (p.38). 

A report from the Organization for Economic Cooperation 

and Development (OECD) (1977) credits the successful and 

productive operations of Japanese work organizations not 

only to the unique features of Japanese industrial 

relations, such as lifetime employment, seniority wage and 

enterprise unionism, but also to the social norms within the 

enterprise. 

This connection between Japan's economic success and 

both the quality of labor and the "uniqueness" of its 

industrial relations leads to the key question this study 

will examine: Why does Japan have this kind of industrial 

relations? A relevant, but equally important question is: 

are they as unique as culturalists claim? The answer to this 

question determines the way the first one can be approached; 

if Japanese industrial relations are unique among 

industrialized countries, the first question regarding their 

development can only be explored in the context of unique 

Japanese culture or tradition. If they are not unique, other 

possibilities may be investigated. 
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Ishihara (1991) claims that the excellent work force and 

their work ethic reflects the superiority of the Japanese 

school system (p.40) as well as its culture, as ~Japan's 

superior cultural ethos has been exemplified in a very 

sophisticated spiritual culture - the tea ceremony, noh, 

zen, and the martial arts ..• " (p. 101). 

Others extend the attributes of Japanese labor force to 

the Japanese national character: 

They tend to be industrious, agile, intelligent, and 

alert; skillful, ingenious, inventive, and 

enterprising; determined, patient, painstaking, and 

meticulous; obedient and amenable to disciple, even 

regimentation. They are capable of united action ..• 

(Ayusawa, 1966: 10). 

These claims indicate a significant contribution of 

Japanese culture to her industrial relations as well as 

social relations. For example, Abegglen (1958) characterizes 

Japanese labor relations in the context of Japanese cultural 

tradition as being analogous to family relations and 

suggests a hypothesis that the Japanese industrial relations 

were consistent with her preindustrial social organization. 

Abegglen (1958) emphasizes the immobility of the work force, 
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the lack of cost consciousness, and the lack of a 

relationship between wages and skill found in Japan. 

Abegglen's argument implies the existence of noneconomic and 

somewhat irrational behavior in Japanese organizations. out 

of this culturalist assertion, Japanese industrial relations 

are often characterized by the three sacred treasures of 

Japanese industrial relations, which include lifetime 

employment, the seniority (nenko) wage system, and 

enterprise unionism (Shimada, 1983). 

As much as these culturalist claims bear some truth for 

contemporary industrial relations in Japan, it is also true 

that the quality of Japanese labor has been no better than 

that of any other industrialized country. For example, 

typical Japanese workers around the turn of this century 

were portrayed as hard drinking, fighting, and gambling with 

no care for saving or for the future. 1 Also, high mobility 

of Japanese workers in the early decades of this century 

1 "The will or desire to save is shockingly low among 
metalworkers. In many cases they take the day off after payday. 
Further, the wives of the workers, anxious as to whether their 
husbands will really bring horne the money on payday, gather in 
group around the factory gate, demanding that their husbands 
turn over the wages before they drink them away" (quoted from 
Gordon, 1985: 28). 
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(S~xonhouse, 1976) and their discontent (often manifested by 

strikes) were chronic social problems. 

This sharp contrast in describing the quality of the 

Japanese workforce and its industrial relations before and 

after World War II suggests the hypothesis that Japanese 

industrial relations went through a significant change 

sometime during the last hundred years. If this is correct, 

it means that the culturalist interpretation of the 

development of Japanese industrial relations has no 

historical foundation. Consequently, the development of 

industrial relations in Japan, including those significant 

changes, should be explained by factors other than Japanese 

culture and tradition. These factors may be exogenous to 

industrial relations and may include changes in the social, 

political, and economic environments. 

Industrial relations and industrial disputes 

Industrial relations refer to a broad spectrum of 

relations between employers and employees. Such areas 

include collective bargaining as an institutionalized mean 

of conflict management (Strauss, 1982), job regulation (Bain 

and Clegg, 1974), the process of control over work relations 
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(Hyman, 1975; Lembcke, 1993), and the distribution of power 

resources between sellers and buyers of manpower and changes 

in this distribution (Korpi, 1981), among others. As diverse 

as these relations are, they can be studied from many 

approaches, such as organizational behavior, organizational 

development, conflict management, bargaining, employment, 

labor law, negotiation, an so on. 

One approach is to study industrial disputes. This 

approach is especially useful for a study of the historical 

development of industrial relations, because it is based on 

consistent and reliable indicators of industrial relations. 

Industrial disputes or labor disputes include various 

forms, such as strikes, work slowdowns, walkouts, lockouts, 

and factory control. Although disputes occur for various 

reasons and are often manifested as a confrontation between 

employers and employees, in principle, they reflect tensions 

in the power configuration among the state, capital, and 

labor. In the case of Japan, before the Meiji Restoration in 

1868, more than 80 percent of the workforce were employed in 

agriculture, and less than 5 percent in manufacturing (Cole 

and Tominaga, 1976). In that period, the major social 

conflicts were peasant protests. In 1985, agriculture 
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accounted for only 3 percent of the workforce, while 

manufacturing sectors employed about 45 percent of Japanese 

workers. Accordingly, industrial disputes, which were 

virtually non-exist in 1868, increased and gradually 

replaced peasant protests as a manifestation of major social 

conflict. 

Figure 1.1 shows that the frequency of industrial 

disputes in Japan from 1897 to 1985 has increased over time, 

though with certain ups and downs. But, they appear to have 

increased at an exponential rate. 
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Figure 1.1 Frequency of Industrial Disputes in Japan (1897-
1985) 
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Of course, the frequency by itself does not capture the 

historical process of industrial relations, nor does it 

provide a comparable index over such a long period, because 

the frequency of industrial disputes is a function of both 

the size of workforce and workplaces. In order to reflect 

the condition of industrial relations in a consistent and 

comparable manner, the size of the economy should be 

considered in the operationalization of industrial disputes. 

The problems involved in the operationalization of 

industrial disputes as an indicator of industrial relations 

will be discussed in detail in Chapter 4 of the methodology 

section. 

The objective of this study is to explore the dynamic 

development of industrial relations in Japan in conjunction 

with their contingencies including political and economic 

factors exogenous to industrial relations through 

quantitative data analysis. For this exploration, it is 

necessary to develop a conceptual model of industrial 

relations which will frame the interactions among contingent 

factors. However, application of the model to Japanese 

industrial relations requires first an examination of 

culturalist propositions, because the characteristics of 
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Japanese industrial relations are argued to have been 

embedded in Japanese tradition and culture. The contribution 

of culture and tradition to the institutionalization of 

industrial relations is not only hard to deny, but also 

difficult to accept without verification. This study will 

argue that culture or tradition was not a decisive factor in 

institutionalizing industrial relations in Japan. To support 

this argument, this study will identify significant 

structural changes in Japanese industrjnl relations and to 

associate them with contingent historical factors. This 

identification and association will, in turn, clarify the 

conceptual model. 

Although this study deals with the historical 

development of Japanese industrial relations, it should be 

clear that it is not a chronology of Japanese industrial 

relations. Therefore, historical events will be referred to 

only when they are absolutely necessary and relevant. 

Organization of paper 

The remainder of this paper is organized as follows. 

Chapter 2 introduces a conceptual model of industrial 

relations based on the triadic relation among the state, 
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capital, and labor in Japan as well as theories of 

industrial disputes, including politico-organizational and 

economic theory. In Chapter 3, issues of measuring 

indicators for the conceptual model will be discussed and 

then a hypothetical model to be tested will be delineated. 

In Chapter 4, methodologies to identify structural changes 

and to test the model, and data collection will be 

discussed. Chapter 5 consists of the results from data 

analysis. In Chapter 6, there will be a summary of this 

study followed by a discussion of issues for further study. 
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CHAPTER 2 

THEORIES OF INDUSTRIAL RELATIONS 

Introduction 

Industrial relations refer to the rules and procedures 

governing negotiations between employers and employees. 

Since negotiations continue until the job terminates, it 

includes various issues related to job performance, such as 

employment, sanction, control, and dismissal. It also refers 

to characteristics of organizations, including trade unions, 

employer's associations, and public bodies,2 which 

negotiate the rules governing industrial relations (Clegg, 

1979). Industrial conflicts or disputes also comprise an 

important element of industrial relations. 

The various facets of industrial relations imply that 

there may be many approaches applicable to the study of 

2 Each of these organizations has its own sources of 
authority, and wherever there are separate sources of authority 
there is a risk of conflict. When organizations are in conflict, 
they may apply pressure to persuade each other to make 
concessions. The most notable form of pressure in industrial 
relations is the strike, although there are other forms of 
industrial action as well. Clegg (1979: 1). 
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industrial relations, including the study of organizations, 

such as trade unions and management system. Another possible 

approach is to study the norms, values, and statutes 

regulating the rules of employment and the behavior of 

agents in the negotiation process. The study of industrial 

disputes is also one of a number of legitimate approaches. 

However, each approach does not necessarily deny others; 

rather, they make it possible for industrial relations to be 

characterized as closely as possible. 

Compared to other approaches, the study of industrial 

disputes has two advantages: First, it can be grounded on 

concrete and observable incidents of confrontation among the 

actors of negotiation. Workers' discontents or disagreements 

are not always manifested by acts of dispute (Tilly, 1975) 

because a certain level of dissatisfaction can be resolved 

by the current institution of industrial relations. However, 

once a strike breaks, it affects existing industrial 

relations by increasing tension and instability. 

Consequently, it calls for changes in the behavior of 

involved actors. Second, industrial disputes have 
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systematically been recorded for a relatively long period. 3 

For a country such as Japan, they are, in fact, the only 

indicator which is practically available and 

methodologically meaningful for the longitudinal study of 

the industrial relations. 

Industrial disputes as characteristics of industrial 
relations 

Industrial disputes occur in many forms: revolts, 

strikes,4 slowdowns, walkouts, sit-ins, lockouts, and 

process control. The causes or demands upon which disputes 

rest are also diverse,S including such issues as union 

3 Most industrialized countries follow the ILO 
recommendation in recording incidents of industrial disputes, 
although there are some variations in detail (Fisher, 1973). 

4 Like many other countries, Japan does not distinguish 
sympathetic strikes (work stoppage in favor of strikes at other 
establishments) and political strikes. Italy compiles these two 
types of strikes separately (Fisher, 1973). However, in 
practice, politically motivated strikes are rare (Korpi and 
Shalev, 1980). 

5 Conclusion of collective agreement, recognition of the 
right to bargain collectively, recognition of labor union, 
participation in management, participation in personnel affairs, 
revision of organizational structure, boycott of supervisory 
personnel, abolition of discrimination between staffs and 
laborers, increase of wages, revision of wage calculation 
methods, payment of wages at regular periods, payments of income 
tax and communication charge by company, year-end special 
payments, cost-of-living allowance, reduction of working hours, 
increase of paid holidays, factory amelioration and welfare 
facilities, fair distribution of goods, change or opposition of 
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recognition, workplace management, safety, wage increase, 

and so on. 6 

These worker demands do not necessarily exhaust the 

sources of their dissatisfaction with contemporary 

industrial relations. However, they reveal the most 

important objectives of industrial disputes, which can be 

classified into two categories: (a) political objectives, 

and (b) economic objectives. 7 In this categorization, item 

working method, opposition to layoff or lockout, payment or 
increase of layoff allowance, opposition to discharge or demand 
for reinstatement of the discharged, establishment or increase 
of regular discharge allowance, opposition to suspension, 
closing or reduction of business operation. The Statistics of 
Japan in various years, in which the labor disputes were 
classified by worker's demands for the period 1947-52. 

6 In spite of these diverse forms and demands, the 
processes, conditions, goals and objectives of industrial 
disputes share the same characteristics with a social movement, 
which is a collectivity acting with some continuity to promote 
or resist a change in the society or group of which it is a part 
(Turner and Killian, 1957:27). Also, industrial disputes are 
based on shared values, goals/objectives, a sense of membership 
or participation, shared norms guiding the members behavior, and 
a structure (Killian, 1972). The only difference between 
industrial disputes and social movements is that industrial 
disputes draw a clearer line between opposing parties: labor and 
management. 

7 Demands for change in work conditions or personal 
relations can be a legitimate objective of industrial disputes. 
But, these demands can be classified as a subset of political 
objectives, because they indicate desired change in workers' 
relationship to environment or to management. The distinction 
between the objectives of industrial disputes is important when 
attempting to characterize industrial relations, although in 
practice, they are not likely to be pursued in separation. 
Depending on the nature of the objectives of industrial 
disputes, the strategies both labor and management choose will 
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(a) parallels the demands of changing relations, and item 

(b) the demands to increase the share of a pie. 

Unlike spontaneous collective action such as a riot or a 

mob, industrial disputes are rational behavior based on the 

consensus among a group of workers to change current 

industrial relations. For example, before a union decides to 

go on strike, it must first have clearly defined objectives 

to achieve. It will then consider the risks and benefits of 

calling a strike. In this calculation, both constraints on 

and opportunities for the union will be taken into account, 

including the strength of the union, the strength of the 

employer, and the costs and benefits of calling a dispute, 

the existence of bargaining institutions, the reputation of 

the union, the legality of the union's action, and the 

possibility of government interference through litigation, 

etc. 8 

be different, and the strategies will affect the state's 
reaction, too. For example, in the united States, economic 
objectives (e.g.,.wage increase) have been met with less 
resistance than political objectives (e.g., employment or union 
organization) by management. Also, the state has been lenient 
with demands for economic objectives, but harsh on workers 
demanding political objectives. Unfortunately, the statistical 
recording practice of industrial disputes in Japan has been 
inconsistent. Only for the period 1947-52 were industrial 
disputes distinguished by type. 

8 At the micro-level, the analysis of union behavior is 
one major subject in labor economics. Farber (1986) reviews 
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Although no two industrial disputes are the same in this 

calculation, it is clear that industrial disputes occur in 

the context of industrial relations, or rules and 

procedures, but at the same time, it is one important way to 

change them. Considering this symbiotic connection between 

industrial disputes and industrial relations, it is 

necessary to understand how these rules and procedures are 

laid down and then institutionalized. Clegg (1979) 

distinguishes five distinctive methods of rule making: (a) 

joint regulation by collective bargaining - jointly by trade 

unions and employers, or managers; (b) managerial regulation 

- unilaterally by employers or managers; (c) trade union 

regulation - unilaterally by trade unions; (d) statutory 

regulation - by the state prescribing legal rules as well as 

their enforcement, and (e) 'customary regulation' - by 

custom and practice. 

All these distinctions of rule making have value for 

historical industrial relation analysis. For example, method 

(c) - trade union regulation was once the predominant method 

of regulation for skilled workers in the early phase of 

topics such as union objectives, size and composition of union 
(homogenous or heterogeneous), union leadership, and outcomes of 
industrial disputes. 
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industrialization, but was gradually overtaken by the joint 

regulation (Clegg, 1979). The transition itself indicates a 

significant change in the historical development of 

industrial relations. But, the transition could not be 

accomplished without confrontation, tension, and negotiation 

among employers and employees, and sometimes state 

intervention. 

In this process of negotiation, which is a typical 

example of a zero-sum game, each actor puts pressure on 

others to maximize outcomes to his favor: Capital tries to 

maximize profit, while workers try to maximize their 

benefit. At the same time, the state tries to minimize the 

inevitable tension between capital and labor, and 

consequently to minimize instability. In order to do so, 

each actor will mobilize his available resources. 

This statement, of course, is an oversimplification of 

the dynamics in the triadic relations. In particular, the 

role of the state in capitalist society can be very 

controversial. 9 However, the statement describes the 

9 The debate over the characteristics of the state and its 
relations to both capital and labor has produced diverse 
theories of the state. Detailed discussion of this subject is 
beyond the scope of this project and my comprehension. Instead, 
this study assumes the state (including executive, legislative, 
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essential elements of the triadic relationship among labor, 

capital and the state. The conceptualization of industrial 

relations through this triad in terms of rule-making is 

useful in clarifying the following questions: How are rules 

laid down? Who plays the most significant role in the rule-

making process? What contingent factors are most relevant to 

the actors' actions and reactions? How do rules change? 

These questions are valid for the study of industrial 

relations in any industrialized society. But, the 

application of these inquiries to Japanese industrial 

judicial bodies) is autonomous of capital and labor with its own 
self-interest, following that of Block (1977: 10): He argues 
that there is a division of labor between those who accumulate 
capital and those who manage the state apparatus and that 
capitalists do not directly control the state, for the state is 
under the direction of state managers. Therefore, the capacity 
of capitalism to rationalize itself is not in the hands of the 
capitalist, but is the outcome of a conflict between the 
capitalist class, the managers of the state apparatus, and the 
working class. Tomlins (1985) demonstrates that it has been the 
case for the United states: The very form and structure of the 
state, and of the law which is the state's language, has 
continued to exhibit an 'essential identity' with the essence of 
capitalism, sufficient to ensure that even those courses of 
action consciously chosen and pursued by state managers out of 
institutional self-interest, or out of idealistic concern for 
the public interest, will in the long run exhibit an overall 
bias toward reproduction of the political-economic status quo. 
Indeed, it is precisely this historic homology of legal form and 
commodity form underpinning the capitalist state that gives it 
the capacity to take action which does not necessarily accord 
with the interests of particular capitalists and yet meet the 
needs of the greater capitalist system (p. xiv). However, this 
does not necessarily mean that autonomous state apparatuses are 
homogenous and coherent in their decisions and behavior. 
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relations first requires a resolution regarding the role of 

culture; because there is a strong - sometimes too strong -

perception that Japanese culture or Japanese tradition has 

been a decisive factor in the rule-making for Japanese 

industrial relations. 

Japanese industrial relations 

The single most important ideology underlying Japanese 

society as well as social relations has been characterized 

as harmony and cooperation (Kinzley, 1991). This ideology 

has been applied to Japanese industrial relations, too, and 

often appraised as a model for other countries, including 

the United States. 10 This characterization has stemmed from 

the culturalist argument that (a) the manifestation of 

industrial relations in Japan is unique among industrialized 

countries, and that (b) this uniqueness is rooted in 

traditional Japanese social relations. In other words, the 

culturalist argument particularly supports the method of 

rule making by custom and practice, consequently, put other 

methods aside as non-significant. 

10 This view was exemplified by Vogel (1979, 1985) 
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The implication of this argument is far more serious 

than its face value, because it implies that Japanese 

industrial relations are not like those of other 

industrialized countries and should be explained by a unique 

model for Japan. Further, this argument suggests that 

Japanese industrial relations have been continuous, without 

going through any significant changes. In order to fully 

appreciate Japanese industrial relations, the culturalist 

argument needs to be closely examined. 

cultural interpretation of Japanese Industrial Relations 

From the Western perspective, Abegglen (1958) for the 

first time characterizes Japanese industrial relations as 

being different from that of the United states. He notes two 

distinctive features in Japanese industrial relations: a 

permanent employment system and seniority-based wage 

determination. He describes the Japanese employment practice 

as an established arrangement where an employer does not 

discharge an employee and in return the worker commits 

himself to that company for the remainder of his working 

life. According to Abegglen's observation, wages are 

determined by the degree of a worker's commitment, not by 
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his position or productivity. He characterizes Japanese 

industrial relations as analogous to family relations, and 

speculates that the relations are consistent with Japan's 

preindustrial social relations. In other words, Abegglen 

assumes historical continuity in Japanese industrial 

relations. 

In line with Abegglen, Rohlen (1974), on the basis of a 

participant observation study of white collar bank 

employees, stresses the persistence of culturally infused 

meaning in the daily behavior of workers. Nakayama (1975) 

also argues that Japanese industrial relations are strongly 

characterized by and based on the family-like enterprise 

community, seeking a common interest with mutual trust. II 

11 The family-like relationship between a master and an 
apprentice was best represented by the commercial house (ie) 
during the Tokugawa period. After many years of service, an 
apprentice would be given an opportunity to set up his own 
branch. The branch house, with the mainhouse supplying much of 
the capital, was allowed to operate under the name of the main 
house. No blood relationship existed between the head of the 
main house and that of a newly created branch. At least for the 
first several generations, a close business and ceremonial 
relationship was maintained between the main enterprise and its 
branch houses. As a result, the simulated kinship tie 
established when an apprentice was first taken into the business 
lasted well beyond his lifetime, involving his descendants • 
However, in the artisan class, the relationship was more like a 
teacher-pupil relationships. After completing his 
apprenticeship, an artisan enjoyed considerable independence and 
freedom to change his employment (Yoshino, 1967). 
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Dore (1973) lists unique elements of the Japanese work 

organization, which were deeply rooted in Japanese culture: 

~the proliferation of status hierarchies, the easy 

acceptance of deference to organizational superiors, .•. [and] 

devotion to work which subordinates private life and the 

claims of the family to the claims of the organization" 

(p.370) .12 Hodgson (1978) describes Japanese workers as 

seeking group harmony instead of individual justice, 

striving to fit in rather than to stand out, and working for 

consensus, discarding an adversarial posture. 

All in all, the distinctive features 13 of Japanese 

industrial relations are summarized by the three sacred 

treasures (Shimada, 1983), including lifetime employment, 

the nenko (seniority based or length-of-reward) wage system, 

12 The connection between tradition and current practices 
in Japanese organizations is asserted by induction based on 
similarities between traditional and current practices. Business 
leaders as early as the 1920's referred to this beautiful custom 
[of family-like relations between employer and employees] 
(Garon, 1983). 

13 The culturalist argument regarding the unique cultural 
assets of Japan originated from a question about how Western 
technology was diffused in Japan (Abegglen, 1958). The 
culturalist argument seem to influence cross-national 
comparisons in other disciplines (Doktor, 1990; Clark, 1990 in 
marketing, for instance). 
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and enterprise unionism. 14 In addition, a OECD report 

(1977) suggests social norms within the enterprise as the 

fourth pillar. The norms consist of a view of the enterprise 

as a community, a set of vertical relationships and 

reciprocal obligations, and a consensual system of decision-

making. In addition, the report attributes the success of 

Japanese organizations to these unique cultural assets. The 

report maintains that these unique cultural norms have kept 

Japanese work organizations operating successfully and 

productively. IS 

14 Lifetime employment is the system under which an 
employer provides a worker with security throughout his working 
life. In turn, the worker offers unlimited commitment and 
loyalty to his employer. This practice assures the employer of a 
stable and uninterrupted flow of labor services and also reduces 
unnecessary strain on workers from dismissal or losing jobs. The 
nenko system is a method of determining wages, salaries, and 
other rewards from employment based primarily on a worker's 
length of service, but partly on his age and education. Under 
this system, entry level wages are often below the sUbsistence 
level, but the worker is assured of sufficient earnings to cover 
his needs over his life cycle. Thus, he is willing to commit 
himself to the employer over a long period of time. Enterprise 
unionism is a type of union organization where employees of the 
same firm, regardless of whether they are blue- or white-collar 
workers, are organized together in a single union (Shimada, 
1983). In addition, Shirai (1983) characterizes the enterprise 
union as being autonomous of industry-wide federations and 
having only one bargaining unit for all type of employees. 

15 It is argued that these characteristics embedded in 
the unique Japanese system functioned to improve rather than to 
hinder the labor productivity (OECD, 1977). Most industrial 
studies assume that harmonious and cooperative industrial 
relations would improve labor productivity and, hence, boost 
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The implication of the culturalist approach to 

industrial relations is two-fold: (a) that Japanese 

management system can be best understood in its unique 

cultural context, and (b) that the uniqueness of Japanese 

system is consistent16 with Japanese tradition and culture, 

i.e., culture of harmony (Nishio, 1983), therefore it has 

been continuous. 17 

economic growth (for instance, Olson, 1965). However, the United 
states has had higher labor productivity in all industrial 
sectors even in 1987 (Woronoff, 1992: p.34, Table 2.1), even 
though U.s. industrial relations have been visibly less 
harmonious and cooperative than in Japan. 

16 In Granovetter's (1985) sense, the culturalist 
approach exemplifies the oversocializied conception of man: a 
conception of people as overwhelmingly sensitive to the opinions 
of others and hence obedient to the dictates of consensually 
developed systems of norms and values, internalized through 
socialization, so that obedience is not perceived as a burden 
(p.483). 

17 For instance, Eisenstadt (1990) claims that a basic 
cultural orientation of a strong commitment to the social and 
cosmic orders, extending from the family through various wider 
circles, in principle to the center of the collectivity as a 
whole: "A strong emphasis on group identity •.• and on special 
combinations of vertical and horizontal loyalties has been 
predominant in most periods of Japanese history and in most 
sectors of Japanese society ..•. These orientations, and the 
concomitant themes of harmony, benevolence and the like, did not 
float in the air, generating the general ambiance of Japanese 
society. They have been articulated by the major primary and 
secondary elite and counter elite, and by different influential 
prevalent in Japanese society and history, at least from the 
Kamakura [circa 1200] period on" (pp.15-6). 

It is also interesting that some scholars have focused on 
the role of Confucianism in the development of entrepreneurial 
ideology, and have drawn a parallel between American Puritanism 
and Japanese Confucianism (Hirschmeier, 1964; Horie, 1965). 
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This argument further assumes that in order to 

understand the Japanese system, a unique model specific to 

Japanese experience should be developed. 18 Yamazawa (1990) 

suggests Japanese economic development as a model for newly 

industrialized countries. 19 In sum, this argument suggests 

that Japanese industrial relations should be understood as 

being embedded in Japanese tradition, implying that the 

structure of industrial relations have not been changed for 

generations. 20 

In a sense, the uniqueness seems applicable to Japanese 

experience because Japan is the only non-European country 

that has successfully industrialized in the twentieth 

century. Also, in comparison with ot~er industrialized 

countries, Japan has experienced less militant industrial 

18 "What must be avoided is the false assumption that a 
functional analysis is complete ..• in order to advance 
understanding organizations beyond the boundaries created by the 
functional and historical perspectives, we have to consider them 
in cultural terms by means of careful and sensitive field work 
which illuminates the character of immediate reality in each 
case ir their own vocabulary and understanding, and not ours" 
(Rohlen, 1974: 279-80). 

19 He proposes the catching-up product cycle, the process 
of import sUbstitution and subsequent export expansion by the 
modern industrial sector foreshadow similar developments in 
major modern industries. 

20 It should be noted that these characteristics can be 
interpreted as attributes of backwardness or immaturity of 
Japanese development (Yasuba, 1975). 
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relations, as indicated by weak and less intense industrial 

disputes21 (Korpi and Shalev, 1980; Fisher, 1973). In a 

relative strike involvement index (Korpi and Shalev, 1980: 

313), Japan showed indices of 3 and 32, compared to the 

United states' indices of 259 and 277 in 1900-1913 and in 

1919-1938, respectively. 

Table 2.1 indicates that Japan is indeed an unique case, 

at least before World War II; other things being equal, no 

other factors other than just being Japan seem to explain 

the low level of industrial disputes in Japan. Further, it 

is hard to deny the role of norms and value systems in 

influencing individual as well as group behavior, in a sense 

that culture provides not only the sources but also some of 

adaptive criteria of social innovation (Duncan, 1964). As a 

country with long history, Japan has developed many cultural 

21 To describe conflict and tension between labor and 
capital, various terms have been used: industrial conflict, 
industrial disputes, class conflict or class struggle, labor 
conflict, labor disputes, and labor movement. Each term has been 
used in a specific context to reflect the subtlety of different 
perspectives regarding labor and capital relations. This study 
prefers the term industrial disputes to the others, on the 
ground that (1) it denotes overt and concrete incidents, (2) it 
covers a broad range of confrontations initiated by both labor 
(such as strikes, slow-downs, and production control) and by 
capital (lock-outs), and hence, (3) it can better indicate the 
relation between labor and capital in an industrial setting. 
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traits and institutions, which may be different from those 

of other countries. 

Table 2.1 Relative Strike Involvement in 18 Industrial, 
Capitalistic Societies, 1900 - 1976 

1990 1919 1946 1990 1919 1946 
-13 -38 -76 -13 -38 -76 

Italy 270 394 2313 Canada 173 151 314 
Australia 517 1589 Ireland 161 293 
France 184 388 1367 Denmark 94 203 183 
Finland 223 120 835 Austria 177 343 143 
New Zealand 180 523 Germany 151 775 92 
Japan 3 32 450 Norway 165 384 64 
UK 237 396 432 Netherlands 122 115 57 
United states 259 277 354 Sweden 397 295 36 
Belgium 168 468 331 switzerland 79 42 8 

Source: Korpi and Shalev (1980: 313) Table 1. Relative strike 
Involvement index refers to number of strikers in 
relation to the size of the nonagricultural labor force. 
But, they do not provide the data source for the size of 
nonagricultural labor force. 

For these reasons, it may be tempting to draw a quick 

conclusion based on cultural traits or national 

characteristics when the case of interest appears to be 

prominently different. In particular, when the image of 

cooperative and paternalistic industrial relations overlaps 

traditional social relations based on quasi-parent-child 

relationships (oyabun-kobun), there seems to be no doubt 

about the decisive role of tradition. However, the 
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culturalist interpretation should be the last resort after 

all other alternative explanations have been exhausted. 

This is true for two reasons. First, the culturalist 

interpretation is impossible to test directly. Although its 

claims rest on numerous observations, the case study 

approach used to support the culturalist argument suffers 

from methodological problems. 22 

Second, there are also numerous studies indicating that 

Japanese industrial relations are not much different from 

those of other industrialized countries, especially the 

United States. Microeconomic theory argues that the labor 

practices, known as life-time employment and the seniority-

based-wage system are optimal and rational choice of 

employers and employees in the labor market (Shimada, 1980; 

Taira, 1970; Tan, 1980). 

Comparative studies from organization theory suggest no 

fundamental differences in behavioral patterns between 

Japanese workers and US workers (Cole, 1971, 1979; Marsh and 

. 22 Cole (1979) summarizes methodological flaws in the 
culturalist research: (a) making inferences about change over 
time from cross-sectional data, (b) making generalizations from 
a case study, and (c) implicitly making comparisons based on 
many unstated assumption about the state of affairs in the 
nation being compared with Japan. 
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Mannari, 1976), as well as in workers' satisfaction (Lincoln 

and Kalleberg, 1990). Cole (1979) argues that Japanese 

workers are no more committed to their work than American 

workers and that the behavioral patterns and quality of 

American and Japanese workers are not much different. Based 

on data collected in a medium-size automobile parts 

manufacturing company and a small-size diecast company by 

the participant observation method, Cole (1971) disputes the 

concept of family-like harmony. He claims that elements of 

rational calculation, competition, conflict and power 

politics are found in almost every aspects of Japanese 

factory life. These findings sharply contrast with the 

culturalist assertion. 

In addition, a number of studies (Taira, 1970; Sumiya, 

1966; Okochi et al., 1973) have pointed out that the 

permanent employment system began to be institutionalized 

only during and after World War I.23 It was adopted by 

23 Taira (1970) argues that from the earliest stage of 
industrialization, the Japanese labor market has been flexible 
enough to apply the neoclassical economic analysis. Based on 
statistical analysis, he argues that paternalistic labor
management system had its origin not in the feudal relations of 
the preindustrial society, but rather in the rational economic 
calculus of employers during the phase of modern industrial 
growth in their attempt to cope with a chronic shortage of 
skilled workers, their high turnover rates and low commitment. 
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employers who desired to stabilize labor relations in large 

firms by cutting high labor turnover. Cole (1979) attributes 

the emergence of permanent employment system to the effort 

of management to cope with the demand of skilled workers 

before and after World War I. It is a form of labor market 

arrangement in which the firm provides training to skilled 

workers and managers, and guarantees job tenures, while at 

the same time workers develop psychological as well as 

economic stakes in their employment. Thus, Cole (1979) 

claims that the basic core of the permanent employment 

system is present in any industrial society. 

Further, the distinction between enterprise unions and 

company unions prevailing in Western countries is arbitrary 

and does not reflect reality.24 The trend of enterprise 

unionism in Japan seems to have been exaggerated. 25 

24 Levine (1958: 90-91) characterizes the enterprise 
union as follows: In appearance, the enterprise union resembles 
the local of an industrial union, or an 'intermediate' 
organization like the Ford or General Motors departments of the 
united Automobile Workers in the United states. However, the 
similarity ends about here. The essential distinction between 
the enterprise union and the local industrial union is that the 
former is a unit in and of itself; it is not merely an 
administrative component of a national union nor is it simply an 
'inside' independent company-wide union. 

Shirai (1983: 119-120) lists common characteristics 
between locals of industrial unions in the United states and the 
enterprise unions in Japan as being (a) the unions are organized 
at local plants, (b) there are few professional union 
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Considering the ahistorical nature of the culturalist 

interpretation of Japanese industrial relations, its 

inappropriateness can be easily shown by historical 

industrial relations analysis. In other words, significant 

structural changes in industrial relations, if any, will 

discredit the culturalist explanation supporting the idea of 

continuity. An empirical test for the existence of 

functionaries at this level, and (c) collective bargaining is 
normally conducted between a union or unions and a particular 
firm or one of its plants. As some basic differences between 
them, he argues that (a) the enterprise unions have complete 
autonomy to make decisions: change their constitutions, elect 
their own officers, determine the amount of union dues, and call 
or terminate strikes, (b) although various categories of 
employees usually join together in a single enterprise union, 
there are almost no arrangement for sectional representation, 
such as by bargaining units, and (3) In American industrial 
unions, many of the local arrangements are the result of local 
collective bargaining within the framework of a national or 
master agreement negotiated between a national union or its 
intermediate organization and the respective corporations in an 
industry. Any such national agreement involving a Japanese union 
federation and a company is rare. 

25 For instance, Shirai (1983) claims that about 94% of 
unions were enterprise unions in 1964 and the proportion has not 
been changed in 1975. However, it is a matter of arithmetic: In 
his counting, an industrial or craft union has the same weight 
as an individual union at a work place. For the year 1975, he 
counts 31,294 (93.6%) enterprise unions, 451 ( 1.6%) craft 
unions, 1,107 (3.1%) industrial unions (Table 5.1, p.122). 
However, the Historical statistics of Japan (1987: 435-6) show 
that the number of work places with unit (independent) unions 
has been less than 50%, and that number of work places with 
branch (affiliated) unions has slightly increased over years 
(before 1945, there was no breakdown by work places). In 1964, 
the unit unions comprised 50%, and in 1975, the proportion 
decreased to 45%. 
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structural changes in Japanese industrial relations will be 

performed in a later section of this paper (Chapter 5, 

Section 1). 

Once both aspects of the culturalist argument - the 

thesis of uniqueness and continuity in Japanese industrial 

relations - are successfully rejected, it is possible to 

argue that industrial relations in Japan in fact are not an 

offshoot of Japanese culture and tradition; rather, they 

have been dynamically configured by mechanisms other than 

culture and tradition (equivalent to the method of rule

making by custom and practice) for the last hundred years. 

In searching for the mechanisms, other methods of rule

making suggest a useful clue in that industrial relations 

may be the function of interaction among the three major 

participants in the rule-making, including labor, capital, 

and the state. In addition, interaction among the 

participants is taking place in the context of 

industrialization. Therefore, the development of industrial 

relations can be understood as a collective response of the 

actors to the process of industrialization. 
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Industrialization in Japan 

Industrialization acted as the catalyst for significant 

changes in many countries, including industrial 

relations. 26 Although the pattern of industrialization 

among countries appear to be similar, it seems that the 

process of industrialization and consequently its impacts 

vary according not only to the constraints and opportunities 

contingent upon a society, but also to the collective 

responses from those who hold vested interests in the 

process of industrialization. Because the interplay between 

the constraints on a society and its collective responses is 

not uniform or monotonic over time, industrialization in a 

society does not proceed in a constant and predictable 

manner.27 The social as well as industrial relations 

26 The impact of industrialization on human civilization 
as well as on human behavior defies any simple generalizations, 
but can be described as revolutionary: "Industrialization tends 
to create a revolutionary potential as a consequence of the 
problems endangered in the early phase of industrialization. The 
resolution of these problems may take a long period of time. 
Partial resolutions of the problem only lead to partial 
dissipation of the revolutionary potential" (Bendix, 1956: 437). 

27 This dynamic interplay makes a conceptual distinction 
of different phases of industrialization possible. Hazarna (1976: 
23) divides Japanese industrialization into 3 phases: (1) First 
phase of industrialization: from the Sino-Japanese War to World 
War I (1894-1913). (2) Second phase: from World War I to the 
Japanese invasion of China (1914-1937). (3) Third phase of 
industrialization, from the San Francisco Peace Treaty to the 
present (1951 - 1973). The period from 1938 to 1950 was excluded 



47 

therefore are being dynamically configured by this 

interplay. Japan is not an exception from this process, 

although the timing of Japan's incorporation into the world-

system might have brought a few constraints and 

opportunities to Japan. 

Japanese industrialization began amid a variety of 

constraints and opportunities. Constraints included the lack 

of natural resources, imminent danger from Western imperial 

powers, and a series of civil wars before the Meiji 

Restoration. Opportunities included the successful 

centralization of the state power through the defeat of 

feudal ruling classes,28 the opportunity to learn the 

consequences of colonialism and possibility of becoming a 

as a period of industrial stagnation. The period after the first 
oil crisis (1973) should be another phase. Although his 
periodization scheme is intuitive, it is supported by other 
empirical evidence such as changes in occupational structure and 
changes in production by industries. For instance, by using the 
change in the proportion of primary industry labor force as an 
indicator of the rate of industrialization, Cole and Tominga 
(1973) identify three distinctive years: 1915, 1956, and 1970. 
They also show that the historical changes of occupational 
structure in Japan were consistent with other Western countries, 
though with some years of lag as a late-comer. 

28 In addition, progress and protection of Shinto (by 
creating the Department of Religion), education (by teaching 
filial piety and loyalty to the emperor), the government 
industrial enterprise (which laid the foundation of the 
Zaibatsu) and the army (through conscription) were instrumental 
in the centralization of power (Bingham, et al., 1965). 
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colonial power by observing the Chinese experience, the 

Western powers' ignorance of Japan (Moulder, 1977), the 

existence of neighbor countries that were slower to 

integrate themselves into the world-system,29 the foreign 

demand created by World War I and the Vietnam War, and 

export expansion under the Cold War. 

On the one hand, these constraints have created a 

perception of crisis among leaders for survival. The 

perception of crisis30 was diffused to the rank and file 

and reinforced systematically over years mainly through 

public education,31 all of which consequently encouraged 

cooperation rather than competition among labor, capital and 

29 studies on diffusion of innovation provide an 
interesting analogy applicable to the adoption rates of Western 
technology among Japan (early adopter), and China and Korea 
(late majority). Since other conditions were (incentives, 
compatibility, accessibility, the nature of social system) equal 
(Rogers, 1983: 223), the decision-maker's effort and the type of 
innovation decision (optional, collective, or authority) stand 
out as differences. 

30 For instance, the 1973 oil shock is described as the 
1973 oil crisis. 

31 Obviously, universal education, along with a common 
language, contributed to the diffusion of new codes of conduct 
to the rank-and-file. At the beginning of industrialization, 
four years of education were made compulsory. At the beginning 
of the twentieth century, the rate for males age 6-10 years 
enrolled in school was 95% and that for females 90% (Surniya, 
1973: 37). 
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the state. At the same time, the opportunities created room 

for competition among them. 

Labor unions in Japan 

Workers were not organized in Japan until the end of the 

Sino-Japanese War in 1895. A small union movement developed 

among skilled male heavy industry workers after the war 

(Garon, 1987: 17). In 1897, ~he Association for the 

Promotion of Labor Unions (Rodo Kumiai Kiseikai) was formed 

by liberal intellectuals, together with bourgeois reformers 

and Christian socialists. Although this organization was 

short-lived, the direction it chose to pursue in labor 

movement influenced subsequent labor organizations. 32 

32 Before the Association, they issued a Japanese version 
of the Communist Manifesto: "In coming year, 1899, Japan will be 
opened wide for foreigners to reside where they like. Foreign 
capitalists will crowd into Japan in order to amass profits by 
exploiting cheap wages and skilled laborers. They are not merely 
different from us in customs and habits, but are noted for cruel 
treatment of workers. It will be who will be your employers 
within less than three years, you may not only suffer from the 
same evils as the workers in Europe and America, but be 
subjected to changes in your relations with our own employers of 
Japanese nationality •••• Inequality of wealth is inevitable as 
long as some are born wise and some unwise. Equalization of 
wealth can be talked about but not realized. We call upon you to 
firmly reject revolutionary ideas and sternly refuse to take 
radical action" (quote from Ayusawa, 1966: 60). 



50 

Since then, the development of trade unions has been neither 

rapid nor splendid in scale: the strongest affiliate, the 

Ironworkers' Union (Tekko Kumiai) in 1900 had a membership 

of 5,400, consisting of workers in the machine and metal 

trades in the large shipyards, arsenals, and engineering 

works. The railway workers organized themselves into an 

association with a membership of one or two thousand by the 

late 1890's (Garon, 1987: 17), although official statistics 

recorded the existence of union in 1918 for the first time 

(Table 2.2). 

Table 2.2 shows the number of unions and membership for 

selected years. Before World War II, the rate of organized 

labor was no more than 8% of the total work force, excluding 

the agricultural sector. Considering the restrictions 

imposed by the state and relatively short time period for 

the organization of workers, the development of labor 

unions, indicated by the union participation rates, appears 

to be impressive. 

However, after 1937, labor union in Japan began to lose 

their strength and in 1944-45 they were abolished by the 

state. After World War II, labor unions in Japan developed 

rapidly in both numbers and their memberships. The number of 
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unit unions increased from none in 1945 to 11,579 in 1946, 

with a total membership of 3,748,952. After that year, the 

number of unions and membership increased steadily, with 

participation rates staying above 30%. 

Table 2.2 Unions, Membership and Organization Rate 
(selected years) 

Year Number Membership 
Unions1 

Rate 
Organized 

Average 
Size2 

1918 107 NA NA NA .................................................................................................................................................................................................. 
1921 300 103,412 NA 345 .................................................................................................................................................................................................. 
1927 505 309,493 6.5% 613 

1932 932 377,625 7.8% 405 ................................................................................................................................................................................................... 
1935 993 408,662 6.9% 412 
1938 731 375,191 5.5% 513 ................................................................................................................................................................................................... 
1941 11 895 0.0% 81 ................................................................................................................................................................................................... 
1943 3 155 0.0% 52 

1945a 0 0 0.0% 0 
................................................................................................................................................................................................... 

1946b 11,579 3,748,952 52.0% 324 

1950c 29,114 5,773,908 32.5% 198 
................................................................................................................................................................................................... 

1955 32,011 6,166,348 35.6% 193 

1960 41,561 7,516,416 32.2% 181 .................................................................................................................................................................................................. 
1965 52,879 10,069,761 34.8% 190 .................................................................................................................................................................................................. 
1970 60,954 11,481,206 35.4% 188 

1975 69,333 12,472,974 34.4% 180 

1980 72,693 12,240,652 30.8% 168 

1985 74,499 12,319,356 28.9% 165 
(1 ) After 1945, the number indicates unit labor unions 

(proxy of work places with unions). Before 1945, 
branches were not included in counting. 

(2) My calculation: (Membership/number of unions) 
(a) Before June 1945 
(b) June 1946 
Source: (a), (b) and (c) - Annual statistics of Japan, 1947 

Other years - The Historical statistics of Japan, 1989 
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Table 2.2 also indicates that the average size of each 

labor union in fact decreased after World War II. For 

instance, unions in 1965 had an average of 190 members which 

is less than a third of the average size in 1921. 33 It 

indicates that increases in the number of unions and their 

membership have reflected the natural increase of work 

places and work forces, respectively. It also means that 

labor unions in Japan have been losing their bargaining 

power over the years. 32 In other words, Japanese industrial 

relations have been achieved by workers' concession at the 

most, or defeat at the least, in exchange for permanent 

employment and seniority-based wages. 

The state's reaction to labor problem 

The Japanese government intervened in industrial 

relations through a series of legislation. 34 After a long 

33 Empirical studies support the positive relation 
between plant size and the likelihood of industrial disputes 
(Edwards, 1981; Marginson, 1991; Callus et al., 1991). Clegg 
(1979) and Paris (1982) propose a hypothesis: the larger the 
plant, the more negotiations there will tend to be, and thus the 
greater the risk of a strike. However, Ingram et al. (1991) 
argues that proneness to strike does not increase once a 
threshold of 50 employees has been passed, when the unit of 
analysis is a bargaining group instead of a plant. 

34 The effects of labor laws on industrial disputes have 
been studied by Alteson (1983, McCammon (1990), Friedman (1988), 
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debate, the Imperial Ordinance for the Administration of the 

Factory Act was promulgated in 1916. The law did not contain 

a provision for worker protection, except for the 

prohibition of night work and the maximum of 12 working 

hours per day for persons under the age of fifteen and for 

women. Also, there was a grace period of fifteen years on 

enforcement. In 1926, the Labor Disputes Mediation Act was 

enacted in an effort to settle disputes through the 

tripartite mediation. But, during the period from 1927-1942, 

only six cases resorted to the law (Ayusawa, 1966). 

Although Japan was one of the initial members of the 

International Labor Organization in 1919, the Japanese 

government has been taking a passive stance in protecting 

among others. Especially, McCammon (1993a) shows the decisive 
impact of US labor laws in the 1930's, including the Wagner Act 
(1935) and the Supreme Court confirmation (1937), on the change 
of industrial disputes. McCammon (1993b: 197) further suggests 
that: government legal action in these early years mattered in 
workplace disputes, and that the impact of the law was 
independent of the social factors that have previously been 
shown to affect worker's decision to strike .••• The law can be a 
social structure that both constrains and enables various 
actions in the workplace by proscribing some while permitting 
others. 

35 The law gave police officers almost unlimited power: a 
police officer in uniform could visit and ask for a seat in any 
assembly, and order it to disassemble if he judged the meeting 
to be against peace and order. Offenders could be fined and 
imprisoned. Also the police officer could, on his authority, 
prohibit display, distribution, reading or any other vocal 



54 

workers from abusive employers. On the contrary, the state 

was very active in regulating industrial disputes through 

the Law on Assemblies and Association in 1890, and the 

Public Peace Police Act in 1900. The latter was enacted 

mainly for suppressing political activities, but was applied 

to labor movements, too. 35 The law proved to be very 

effective in suppressing labor union activities. 

On December 12, 1946, the Far Eastern Commission under 

The Supreme Commander for the Allied Powers (SCAP) adopted 

the Principles for Japanese Trade Unions,36 which was in its 

nature a directive. It allowed workers unlimited rights 

unless their activities would hinder the objectives or needs 

of the occupation. In fact, the Principles confirmed in 

writing the liberal labor policy of the SCAP, whose major 

objective was the democratization of Japan. The Allied 

Powers freed not only workers but also Japan's communist 

leadership. The communist leaders, previous jailed or 

expressions which in his judgments were liable to disturb peace 
and order. 

36 The rights included: Rights of organization in any 
level, a craft, industry, company, factory, or territorial 
basis; the rights of free assembly, speech, and the press; the 
protection of workers through government mediation; right to 
strike; right to participate in political activities and to 
support political parties; right to select union officials by 
secret ballot and democratic methods (Ayusawa, 1966). 



55 

exiled, spread their influence through trade unions and 

general strikes. 

However, in spite of the increase in number of unions 

and their membership under the generous and protective labor 

policy of the Allied Powers, labor unions in Japan turned 

out to be neither significant pressure groups nor political 

groups (Shirai, 1983). Several factors could account for 

this failure of labor unions to transform into political 

pressure groups. One was the perceived threat of communism 

in China and North Korea and the beginning of the Cold War, 

which reduced the opportunities for communist leadership in 

the labor movement. 37 Also, labor control processes, such 

as the spread of cooperative ideology, the permanent 

employment system, seniority wage system, and enterprise 

37 A prominent failure of communist leadership was the 
February First General strike in 1947, which failed. A communist 
leader planned a general strike and established a joint struggle 
committee, including trade unions of railway workers, 
communication workers, teachers, state and municipal employees. 
During the mandatory thirty-day cooling off period, the plan was 
supported by the Socialist Party and 10 demands, which implied 
their intention of overthrowing the government, were submitted 
to the prime minister. Several hours before the deadline, the 
SCAP called the leaders of the committee and counseled them to 
call off the strike. Finally, General MacArthur issued a formal 
order forbidding the strike. This incident showed both the 
strength and limitations of communist leadership in formulating 
industrial relations. In addition, the outbreak of the Korean 
War further weakened the communist leadership. 
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unionism, began to institutionalize. These processes were 

further expedited by the tight labor market triggered by the 

outbreak of the Korean War in 1950. 

In addition, when Japan regained her independence in 

1952, the state reversed the generous labor policy of the 

Allied Powers to a regressive one by restricting some of 

constitutionally guaranteed worker's rights. 38 

The role of capital 

The early stages of industrialization in Japan brought a 

challenge of adjustment not only to workers but to capital. 

Although capital emerged from various social classes, it was 

notable that the big capital (the huge financial and 

industrial combines, later known as Zaibatsu) grew under the 

38 Article 28 of the Constitution of Japan of 1946 states 
that the worker's right to bargain and to act collectively, 
together with their right organize, are fundamental human 
rights. However, at the same time, it reserves restrictions on 
exercising the rights: the people shall refrain from any abuse 
of these rights and they shall be responsible for utilizing them 
for the public welfare (Article 12). Individual rights are to be 
respected to the extent that they do not interfere with the 
public welfare (Article 13) (Hanami, 1983: 162-3). In addition 
to these reservations in the Constitution, the Destructive 
Activities Prevention Act (1952) and strike Restriction Law 
(1953) were effective in the prevention of industrial disputes. 
In effect, the first resembles the notorious Public Peace 
Maintenance Law in 1925. These laws were enacted with opposition 
from labor unions and socialist groups (Ayusawa, 1966:322-3). 
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extensive and strong patronage of the state. For instance, 

in 1880, the Meiji government sold all but a few of the 

government enterprises to a handful of wealthy families, 

most of which had maintained a close relationship with the 

new political elite. The sale of government enterprises with 

their modern equipment and skilled personnel at a nominal 

price gave capital a tremendous advantage· 39 

However, the transfer of the government enterprises 

passed on to capital a number of labor problems with which 

the early Meiji government had had to deal. The most serious 

problem was to retain skilled workers. Due to the rapidly 

expanding economy and abrupt disruption of the traditional 

employment system,40 the imbalance between demand and 

39 Wallerstein (1983a: 54) lists one of three mechanisms 
through which polarization of rewards have been increased: 
Governments first of all have been able to amass, through the 
taxation process, large sums of capital which they have 
redistributed to persons or groups, already large holders of 
capital, through official subsidies .•.. But they have also taken 
the less direct form of the state bearing the costs of product 
development which could presumably be amortized by later 
profitable sales, only to turn over the economic activities to 
non-government entrepreneurs at nominal cost at precisely the 
point of completion of the costly developmental phase. 

40 According to a government survey in 1883, the 
relationship between employer and employee completely changed 
after the Restoration and old practices were broken: "The 
attitude of the employee to the employer, the apprentice to the 
master, became like the day laborer. The employee and the 
apprentice have come to believe that work is only for wages. 
They are no longer concerned with the interest of the employer 



58 

supply of labor was chronic. In addition, workers' had a lax 

attitude, 41 which was inherited from the Tokugawa tradition 

of artisans. 42 

To cope with these labor problems, capital had devised 

two systems: (a) the introduction of incentive systems, and 

(b) the dissemination of a new ideology regarding industrial 

relations. The former included the system of permanent 

employment, promotion based on seniority, and seniority-

based wage system. 

or the master, they try to obtain higher wages, they are 
unsettled and in the habit of moving from job to job, and they 
have no time to master one job for a lifetime. such practices 
exert a great influence upon industry in general" (Quote from 
Sumiya, 1973: 35). 

41 Hazama (1976: 24) characterizes the lifestyle of the 
Tokugawa artisans as having been(a) lacking planning in 
consumption, (b) indulging leisure (sake, gambling, and 
festivals), and (c) relied on quasi-parent-child and quasi
sibling relations. 

42 Although artisans did not possess desirable properties 
as industrial workers and kept the links to the traditional 
economy, in the early phase of industrialization, they were the 
only group who had skills and experiences required at shipyards, 
mines, machinery works, railways and munitions factories. 
However, with the spread of compulsory education at the 
elementary level, companies began to hire young and 
inexperienced workers. They were trained by the company and were 
guaranteed not to be dismissed. As these young workers grew in 
number, the old artisan-type workers moved down to a small 
factories where their skills could be used. The case from 
shipbuilding industry was illustrated by Blumental (1976). Along 
with this replacement of the labor force, restructuring wage 
systems began to spread (Garon, 1987). These trends eventually 
resulted in new industrial relations. 
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The latter had been performed by various agencies, 

private and public. 43 Among them, the most prominent one 

was the Cooperation and Harmony Society (Kyochokai),44 

which was established in 1919 as a semi-bureaucratic agency. 

These groups tried to create new ideals for social as well 

as industrial relations: harmony and cooperation. Kinzley 

(1991) characterizes these management efforts as the 

invention of a tradition. They were designed to create a 

moral community based on traditional virtues. 

In addition to the state's influence through litigation 

and education, capital's campaign against labor problems was 

successful in part because Japanese employers were able to 

communicate each other through their associations or 

industry cartels. For instance, the All-Japan Cotton-

43 In 1890, the Meiji Emperor issued the Imperial Rescript 
of Education, in which he spoke of the Confucian tradition: "Our 
imperial ancestors have founded our empire on a basis of broad 
and everlasting, and have deeply and firmly implanted virtue; 
Our subjects ever united in loyalty and filial piety have from 
generation to generation illustrated the beauty thereof. This is 
the glory of the fundamental character of Our Empire, and herein 
also lies the source of Our education. You, Our subjects be 
filial to your parents, affectionate to our brothers and 
sisters; as husbands and wives be harmonious, as friends 
true •.. and thus guard and maintain the prosperity of Our 
Imperial throne coeval with heaven and earth. So shall you not 
only be Our good and faithful subjects, but render illustrious 
the best traditions of your forefathers ..• " (Quote from De 
Barry, 1958: 646-647). 

44 For an account of its activities, see Kinzley (1991). 
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Spinners Association throughout its history was a major 

channel of technical practices and controlling labor 

problems (Saxonhouse, 1976), and its members controlled more 

than 97% of cotton spindleage. 45 

Workers' concession: Japanese industrial relations 

The consequences of the interaction among labor, the 

state, and capital appears to have created a Japanese 

industrial relations which are based on workers' 

concessions. In this interaction, the state has played a 

significant role in formulating industrial relations by 

running model factories in the early phase of 

industrialization, and by intervening in the labor process 

through legislation and its enforcement. 46 

45 Saxonhouse (1976: 115) reports that there was no secret 
among firms, as the association's monthly journal from 1889 to 
1937 published following information broken down by firms: (1) 
average number of spindles operated per day, (2) working days 
per month, (3) working hours per day, (4) yarn produced by 
count, (5) raw cotton consumed, (6) workers, male and female, 
and (7) wage, male and female. 

46 In order for the state to accomplish these task, the 
state must be able to establish state power over other social 
classes. The state power in Japan after the Meiji Restoration 
was intact and strong leadership was possible due to the 
following historical conjunctures: (a) The ruling class in Japan 
was not divided by international or internal conflicts, although 
upsurges, insurrections, and rebellions were not rare in late 
nineteenth century Japan. (b) Unlike China, which was a primary 
target of the Western imperial colonialism, Japan was not 
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Aware of the lack of natural resources and the imminent 

threat from Western imperial powers, the primary goal of the 

Meiji government was industrialization. As Hazama (1976) 

notes, industrialization meant Westernization to Japan. The 

determination of the state to westernize was succinctly 

summarized in a slogan of late 19th century: Rich Nation and 

Strong Army.47 

In this process, the goal of the state was to mobilize 

the maximum resources for industrialization, including 

financial and human resources. The former was achieved at 

the expense of the agricultural sector and neighbor 

colonies. The latter was supplied by surplus labor in 

farmlands. 

pursued and attracted by the imperial powers due to her lack of 
natural resources and potentially small market (Moulder, 1977). 
Japan was at best regarded as an outpost to China (Williams, 
1910). Finally, (c) the Meiji government began under the 
imminent threat from Western powers and later itself had created 
a series of crises through wars and expeditions. During a series 
of crises, it was easy for the Japanese government to claim and 
exercise power over other social classes. 

47 The victory in the Sino-Japanese War (1894-1895) 
brought an indemnity of approximately 400 million yen, which was 
larger than the total amount of capital invested for the same 
year (Ayusawa, 1966: 49-50). In the early period of Meiji 
period, 80% of taxes were collected from agriculture sector 
(Moulder, 1977). The land reform in 1875 was carried out in 
order to increase government revenue, resulting in rapid 
impoverishment of independent farmers. It created a reservoir of 
cheap labor (Ayusawa, 1966: 54-55). 
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The Meiji government policy was to establish model 

government factories in all areas of mining and 

manufacturing. Main projects included the mining of coal, 

sulfur, and copper, shipbuilding, gunnery and amrnunition. 48 

These sectors are not cost-effective, but, after the 

collapse of hans, no private sectors could mobilize the 

resources for investment. As of 1894, government factory 

workers comprised only 2.4% of the workforce employed in the 

secondary sectors. However, in the machine industry, 

government workers made up 43.3% of the total. In heavy 

industry, workers were paid two or three times the wages of 

artisans and private factory workers (Hazama, 1976: 25) .49 

As discussed above, the state's response to labor 

problems was drastically repressive, and this was especially 

48 In 1876, a government owned dockyard was already able 
to build warships of considerable size which were used to fight 
against the Ching navy in the Sino-Japanese War. In 1905, half 
of the ships deployed against the Russian Baltic Fleet were made 
in Japan (Bluemental, 1976). 

49 The seed of a dual wage structure between workers at 
government owned heavy industries and workers at privately owned 
light industry was planted from the beginning of 
industrialization. This dualistic wage structure persists to the 
present: between big and small companies, regular workers and 
temporary workers, and male and female. Yasuba (1976) attributes 
dual wage structure to the rational behavior of management 
trying to cope with new technical requirements, i.e., retaining 
skilled workers. 
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true before World War II (Bennett and Levine, 1976). The 

direct intervention of the state was gradually replaced by 

institutionalized labor control processes, such as permanent 

employment and the seniority wage system. Consequently, 

industrial disputes began to be ritualistic events for 

collective bargaining. The ritualistic nature of Japanese 

industrial disputes after World War II can be best 

manifested in the Spring Offensive. Unions often rely on 

acts of dispute to demonstrate simply that they disagree 

with the employer rather than to push their demands. In this 

case, disputes often become street demonstrations, lasting 

only few hours. Through these symbolic acts, labor unions 

try to win public sympathy, which in turn puts pressure on 

employers. Therefore, most industrial disputes are resolved 

voluntarily between employees and employers before they are 

brought the Labor Relations Commission and ultimately to the 

district courts (Matsuda, 1983). 

Triadic relation among labor, capital, and the state 

Industrial relations are the product of interaction 

among the state, capital, and labor as a collective response 

to the constraints and opportunities imposed by 
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industrialization. Although other forces such as 

intellectuals and military may be involved in this 

interaction, their role in the rule-making is at the best 

secondary and temporary.50 

Through this interaction, each element tries to expand 

its control over other elements and the locus of control in 

this triadic relationship shifts accordingly. Consequently, 

industrial relations are defined and redefined continuously, 

accompanied by changes in rules, procedures, norms, which in 

turn govern participants' behavior in the production 

process, such as employment, work, compensation, 

negotiation, sanction, and termination. 

The dynamic triad among the state, capital, and labor 

with respect to industrial relations, can be best described 

by a triangle with each element residing at a vertex. Then, 

each side represent relationships between state-capital, 

state-labor, and capital-labor, respectively. Each element 

50 The role of intellectuals in social movements including 
industrial disputes has been well known, especially in the early 
phase of industrialization. In the case of Japan, intellectuals 
in fact organized the first labor union and guided its 
direction, as mentioned earlier. However, beside the question of 
whether they constitute a distinctive class in industrialized 
society, in the long-run their role in shaping industrial 
relations &re far smaller than those of the other three 
elements, and sporadic at best. 
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exercises its own strength to control others: the state, 

capital, and labor utilize repression,51 profit, and 

resistance, respectively. The outcome of this triadic 

relationship are industrial relations. 

Although the conceptualization of this interaction is 

possible using a perfect triangle, the shape of pyramid in 

practice is not often well-balanced and stable, because each 

element tries to control others with its own objective, 

which is often incompatible with others. The incompatible 

objectives of elements generate tension and conflict, which 

are manifested through industrial disputes. 

Figure 2.1 illustrates the elements and their 

relationships to industrial relations. 

51 The or1g1n of the state's monopoly of repression is a 
classic question in political science. This paper takes a 
realistic view of the state: (a) The state is relatively 
autonomous from class interest with its own interest, (b) 
therefore, it acts like a coordinator when a conflict between 
capital and labor arises, and (c) in this coordination, it 
exercises its sanction on both capital and labor, according to 
its own interest. Although the state monopolizes repression, it 
is in general careful to avoid open repression. It is often used 
as a last resort only when other means of manipulation 
(redistribution or symbolic manipulation, among others) are not 
effective or not readily available. 



Industrial 
Relations 

Figure 2.1 The State, Capital, and Labor and Industrial 
Relations 

In addition to the intrinsic instability which stems 

from continuous struggle and the reconfiguration of 
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coalition among the state, capital, and labor, the relation 

is also susceptible to constraints and opportunities imposed 

by other institutions, such as economic and political 

systems. 52 On the one hand, political and economic 

52 Cultural or institutional conditions may be included, 
such as the reputation of the union (Hicks, 1963) or 
institutionalization of collective bargaining (Snyder, 1974). 
Although culture and institutions intervene in the process of 
negotiation and sometimes play:a decisive role in determining 
outcomes of the negotiation, in the long run, they should be 
viewed as consequences of the agreements, and then being 
imbedded in the process of dynamic dialogue between 
political/economic conditions and industrial relations. In 
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conditions provide constraints on and opportunities for the 

triad to participate in the rule-making of industrial 

relations. The distribution of resources (economic 

objective) is negotiated and an agreement is reached 

according to the power of participants involved in 

(politics) under specific conditions. 53 On the other hand, 

these political and economic systems are conditioned by 

international economic and political systems. 

These external systems, however, do not affect the triad 

equally because the extent and nature of each element's 

connection to these external systems are qualitatively 

different. For instance, the state mediates the connection 

of both capital and labor to the international political 

system, while capital plays an initiative role in connecting 

both the state and labor to international economic system. 

Distinction between subsystemic and systemic process 

Collective agreement in general and industrial disputes 

in particular take place within certain geographic or 

addition, lack of consensus about the nature of culture and 
institutions, and the difficulty of operationalization of 
culture or institutions in quantitative historical context 
excludes them as main factors. 

53 It is a question of Who gets what and how? 
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organizational boundaries. Boundaries such as a firm or 

plant, a region, an industry, or a country, constitute a 

legitimate unit of analysis. These units are connected by a 

chain of interdependence - the smaller unit is a subset of a 

larger unit and constraints and opportunities imposed on the 

larger unit overarch those on the smaller unit. 

Since the interaction between the triad, economic and 

political systems is taking place in this hierarchy of 

interdependence, processes at the higher level can be 

distinguished from those at the lower level. The former can 

be referred to as systemic processes and the latter as 

subsystemic processes. 54 In case where a nation is the unit 

of concern, constraints and opportunities endogenous to the 

nation constitute the subsystemic processes, while those 

exogenous (i.e., at international or world-systemic level) 

constitute the systemic processes. 

At the systemic level, two of the most important 

processes have been 1) economic exchange - the flow of 

54 The distinction between a system and a subsystem is 
consistent with that of the world-system perspective, i.e., a 
metropolis and a satellite (Frank, 1969), or core-periphery 
(Wallerstein, 1979; Braudel, 1979). Although this distinction 
represents a functional relation between conceptually separable 
entities, the distinction of system-subsystem seems to reflect 
the relationship of interdependence. 
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commodities and capital across geographic boundaries of 

towns, cities, provinces, regions, and sovereign states, and 

2) political exchange - domination and subordination between 

the above entities through war, colonization and diplomatic 

ties. 55 While conceptually distinct, these two processes 

are closely related to each other. 56 

These two processes are carried out following rules and 

procedures institutionalized by the contemporary world-

system,S? although they do not always work smoothly. 

Tension is commonplace in the world-system, because 

competition for limited resources is intrinsic to these 

55 "All the great battles between Christians and infidels 
were fought in this line [dividing different civilizations]. But 
merchant vessels sailed across it everyday" (Braudel, 1979: 22). 

56 The causal relation between these two processes 
constitute a major subject in world-system theory. Wallerstein 
(1979, 1983b) positions economic exchange as the main driving 
force and political exchange as a supplemental mechanism to 
maintain or change the current economic exchange relations. 
Bergesen (1980), however, argues that colonialism (or world-wide 
class struggle) has been a precondition for the economic 
exchange, resulting in the unequal exchange between core
periphery and world-wide division of labor. In addition, 
exchange relations among subsystems, and hence between a system 
and its subsystems, can be realized by other processes, such as 
proselytization as a kind of religious imperialism, mass 
immigration, individual immigration, travel (touring), and 
movement of the labor force by means of contract, slavery, or 
expulsion by punishment (More, 1978: 90). But, these are either 
trivial or consequences of the two major processes. 

57 For example, international organizations, such as 
NATO, the united Nations, or WTO, reflect these 
institutionalized rules and procedures. 
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processes and they are channeled through unequal terms of 

exchange relations. 58 Nonetheless, once the world-system is 

set in motion, no unit, whether it is as big as a nation, or 

as small as an individual, will be immune to the tension 

intrinsic to these exchange relations (Frank, 1978). 

Industrial relations in a country are no exception: The 

tension in the world-system is transmitted to the triad 

through economic and political conditions of the country, 

although the world-systemic tension is not diffused evenly 

to all of its subsystems. 59 

These relationships lead to a formulation of a 

conceptual model of industrial relations as illustrated in 

Figure 2.2. 

58 The constant tension may be the source of instability 
of the world-system, which leads to evolution or revolution of 
the system. 

59 Because the world-system is composed of subsystems 
which are ordered in a hierarchy, political and economic 
exchange relations in the world-system are no more than the 
product of economic and political exchange relations among its 
subsystems and the exchange relation among subsystems is 
characterized as unequal. This implies that the class struggle 
(or industrial disputes) in core countries may be qualitatively 
different from those of periphery countries. In addition, the 
impact of world-systemic tension is not uniformly perceived. 
Rather, the extent of the impact depends on the response of the 
subsystem. Further, the transition from one state to another 
(upward or downward) might be related to the intensity of 
industrial disputes. 
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Figure 2.2 A Conceptual Framework of Industrial Relations 

It is, of course, an extremely simplified version of 

industrial relations. But, it contains the basic elements 

for exploring the development of industrial relations at a 

macro level. 

This framework encompasses a variety of ways in which 

systemic and subsystemic processes can interact to influence 

industrial relations. For example, in subsystemic processes, 

the triad interaction influences industrial relations, while 
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at the same time the interaction is affected by systemic 

processes. However, the magnitude of relations between 

elements of this conceptual framework are not the same. For 

instance, the state and capital are likely to be sensitive 

to strain and tension created by systemic processes, because 

of their involvement through diplomatic ties and capital 

transaction, while labor is more concerned with economic and 

political conditions in the subsystem. 

Industrial relations at a subsystemic level 

Political and economic conditions together function as 

an incubator for industrial relations. That is, the triadic 

relation among the state, capital, and labor is generated 

from these conditions. In practice, they are so closely tied 

that it is almost impossible to delineate a causal link 

between them. For instance, economic conditions such as 

changes in labor market, inflation, wages, interest rates, 

economic growth, export, and import are closely related to 

the state's political decisions such as the modification of 

monetary policy, allocation of resources for big projects, 

and the extent of intervention. Consequently, all of these 

can change the power distribution of social classes by 
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providing opportunities for certain classes. The changing 

power distribution among social classes in turn influences 

the political conditions. However, the relationship of these 

economic and political conditions to industrial relations 

can be discussed separately. 

Political conditions: locus of control 

Shorter and Tilly (1971) assert that the objective of 

industrial disputes is the collective control of 

resources, 60 although the outcomes of the disputes are not 

distributed evenly among participants. In the short run, the 

objective may be to put pressure on employers. But, in the 

long run, their aim is to alter social relations. If the 

initial short term goals are accomplished, the dispute will 

be a routine mechanism for labor unions to claim further 

allocation of resources. 

In this process, the existence of unions involves 

workers in the struggle for political power and makes the 

60 Unlike economic theory which essentially precludes the 
possibility of disputes, the political approach takes the 
position that conflict is endemic in capitalist society because 
of the different interests of particular sections. The question 
of this approach is how these different interests are pursued 
and in what circumstances disputes can occur. 



74 

struggle a political weapon. The translation by workers of 

exploitation and oppression into protest, of grievances into 

strikes, depends on workers' organizational strength and 

their ability to act collectively (Shorter and Tilly, 1974: 

10) • 

Since labor unions play a significant role in mediating 

economic incentives, Shorter and Tilly (1974) argue that the 

mobilization of labor (union membership) should be the most 

important predictor of strike activities. In addition, 

Shorter and Tilly (1974) attribute the similarities among 

all Western countries, before World War II and the 

differences after the War, to the extent of political power 

that working classes tried to gain and have achieved. 61 

Before the War, working classes everywhere mobilized 

themselves for political action, generating a great wave of 

strike activity. After the War, in those countries where 

61 A strike wave is defined as a situation in which both 
the number of strikes and the number of strikers in a given year 
exceed the means of the previous five years by more than 50 
percent. During the period 1830-1968 in France, twelve years met 
the criteria for a strike wave: 1880, 1893, 1899, 1900, 1904, 
1906, 1919, 1920, 1936, 1947, 1948, and 1968. Similar patterns 
of strike waves in all Western countries before the Second World 
War make Shorter and Tilly dismiss the idea of national 
character. 
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labor gained political power, strike activities declined. 

Elsewhere, strikes continued at a higher level. 

Within the same framework as Shorter and Tilly (1974), 

Snyder (1974) speculates that the differences in industrial 

disputes among three countries (US, France, and Italy) are 

attributable to the institutionalization of collective 

bargaining. In a situation where labor is well organized and 

effective politically, and where collective bargaining is 

well established, strikes will be determined by economic 

factors. In other situations, labor movements will orient 

toward political matters. 62 

Although many studies show a close relationship between 

various characteristics of labor unions (number, size, or 

participation ratio) and industrial disputes (Edwards, 1981; 

Issac and Griffin, 1989; Griffin et al., 1986; Snyder, 

1974), it should be noted that the existence of labor unions 

is neither a necessary, nor a sufficient condition for 

industrial disputes. 

62 Besides the different specification for each country's 
equation, except for union membership and time factor, the 
results of his analysis show mixed pattern relations across time 
periods and countries. 
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For instance, in the early phase of industrialization, 

many industrial disputes occurred witho~t the auspices of 

trade unions, quite often aiming at the creation and 

legalization of the unions (Tomlins, 1985; Clegg, 1979; 

Crompton, 1973). In Japan, the first labor union was 

organized in 1897, but official statistics date the first 

establishment of unions to 1921. Although there were 

abundant incidents of industrial disputes which were 

recorded by the same government statistics, there were no 

comparable statistics of labor unions for that period. 

Second, the likelihood of industrial disputes under the 

direction of labor unions depends more on the 

characteristics of impending issues rather than on the 

strength of the unions alone. For instance, the strategy of 

a labor union in a firm when deciding to strike depends on 

its characteristics, such as size, membership composition 

(heterogeneity/homogeneity of membership), consensus between 

members and union leaders, and malfeasance of leadership 

(Farber, 1986). Moreover, the characteristics of Japanese 

labor unions may not be directly comparable with those of 

unions in Western countries. 63 

63 In the case of Japan, the strong and able government 
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Political conditions: Policy of redistribution 

Ross and Hartman (1960), however, argue that the long-

term trends of industrial disputes fluctuate due to the 

impact of political arrangements. Political action by labor, 

labor parties, and labor governments have helped pave the 

way toward a renunciation of the strike, because worker 

unrest is channeled off into the political sphere. The 

decrease of industrial disputes stemmed partly from the fact 

that the state can influence the worker's economic welfare 

more powerfully through tax policy, public spending, 

economic planning, and social welfare legislation than the 

unions can affect it through collective bargaining. 

Hibbs (1987) also suggests that trends in industrial 

conflict had been shaped primarily by changes in the 

helped a sound union to get established. Since its first phase 
of industrialization, social bureaucrats struggled to persuade 
industrialists and economic bureaucrats that the state had an 
obligation to protect workers from exploitative employers and 
the uncertainties of life (Garon, 1987). Their protective labor 
policy was supported by the established bourgeois parties. out 
of this patronage, realistic labor organizations emerged at the 
expense of working class consciousness. The pragmatic trade 
unionists placed enormous trust in the state's ability to 
improve workers' lives and to elevate labor vis-a-vis 
management. The outcome of this process is corporatist labor 
unions, which.regards the improvement of workers economic 
interest as their primary goal. Pempel and Tsunekawa (1979) 
characterize the Japanese industrial relations as corporatism 
without labor unions. 
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political economy of distribution and not by cultural, 

sociological, or purely economic factors: 

" major changes in the volume of industrial conJlict 

during the twentieth century are explained by the 

effectiveness of Social Democratic and Labor parties in 

socializing the consumption and final distribution of 

national income, thereby shifting the distributional 

struggle away from the private marketplace, where 

allocation takes place through collective bargaining 

and industrial conflict, to the public arena, where 

labor and capital compete through political negotiation 

and electoral mobilization" (p. 53) .64 

Economic conditions and industrial disputes 

While the politico-organizational theory of industrial 

disputes emphasizes the importance of political conditions, 

economic theory focuses on economic relation between capital 

and labor. 

The economic approach derives its axiomatic model from 

the neoclassical assumptions of Homo economicus, or the 

64 He compares eleven countries using the proportion of 
the GDP spent in public sector resource allocation, and finds 
strong negative correlation between the volume of strike and the 
changes in the public sector resource allocation, and positive 
correlation between the number of cabinet posts held by 
Socialist/Labor parties and changes in public sector resource 
allocation. 
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rational profit maximizer. Several models have been proposed 

to predict the likelihood of strikes in a functional 

form. 65 Although these axiomatic models reveal interesting 

properties of the bargaining process, they generally do not 

admit the possibility of strikes. In order to circumvent 

this paradox,66 several de facto notions, or non-economic 

factors, have been added, such as bargaining power, 

bluffing, threats, investment, asymmetric information, 

uncertainty, learning (Farber, 1986), and the cost of a 

strike. 

For instance, Hayes (1984) suggests a model where the 

firm possesses more information about the demand for its 

product than the union does. Not knowing the state of 

market, the union makes two proposals, one directed at the 

good firm and the other at the bad firm. The former involves 

65 There are several econometric models of the strike, 
including Cross (1965), Hicks (1963), Ashenfelter and Johnson 
(1969), Hayes (1984), among others. 

66 As Kennan (1986: 1091) states, strikes are apparently 
not Pareto optimal, since a strike means that the pie shrinks as 
the employer and the workers argue over how it should be 
divided. This is called Hicks Paradox. If the parties are 
rational, it is difficult to see why they would fail to 
negotiate Pareto optimal outcomes. Therefore, as long as both 
parties behave rationally, there is no possibility to strike. 
Hicks (1963) attributes strikes to (a) the union's attempt to 
maintain a reputation for toughness, and (b) faulty negotiation, 
which are not incorporated into his model. 
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a high wage with no strike, while the latter concedes a 

lower wages after a strike of some duration. The good firm 

will find it more profitable to grant a high wage, while the 

bad firm prefers a low wage to the cost of a strike. 

Without relying on rational calculation by the employer 

and the workers, Ashenfelter and Johnson (1969) formulate a 

model predicting the likelihood of a strike and its 

duration, assuming the employer is a profit maximizer and 

knowing the union's concession schedule. 67 The model 

implies that (a) if the firm becomes more profitable (i.e., 

a bigger pie with a possibly increased share for workers), 

or (b) if the union becomes aggressive in demanding its 

share, then strikes are less likely to occur, because an 

equilibrium will be achieved easily through collective 

bargaining without calling for a strike. 68 

67 In wage-strike space, it has a downward slope and 
represents the minimum wage (increase) acceptable to the union 
after a strike of a given length. It is downward because after 
given length of a strike it is likely that the privations 
endured by the workers will reduce their militancy and make them 
willing to settle for less. Farber (1978) asserts that the slope 
of union's concession will be steeper when the union's strike 
fund is low. 

68 Ashenfelter and Johnson (1969) employed their model in 
a regression of strike frequency on the aggregate unemployment 
rate, a distributed lag of real wage changes (as determinants of 
union's demand for wage increase), and the ratio of profits to 
total compensation (as a measure of profit). The model was 
tested on the quarterly data in us manufacturing for the period 
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However, economic models of the strike including that of 

Ashenfelter and Johnson have limitations in explaining 

industrial disputes, because (a) the demands of workers are 

not always confined to economic incentives (e.g., wage 

increase), (b) the workers' expectation of a wage increase 

is derived from not only the firm-specific performance, but 

also from industry or nationwide economic performance, and 

(c) there is abundant empirical evidence showing a positive 

relationship between economic prosperity and strike 

activity. 

Instead, more realistic explanations can be found in 

studies focusing on economic conditions, from which the 

bargaining power of both the employer and the workers can be 

derived. 69 These studies have in general confirmed that (a) 

strikes are negatively related to the unemployment rate, (b) 

strikes are negatively related to recent wage increases, and 

1952 to 1967. They found a strong negative relationship between 
strikes and the unemployment rate, and between strikes and 
lagged real wage changes. However, the effect of profits was 
negligible. Other research shows a similar relationship: 
Pencavel (1970), Duncan, McCarthy and Redman (1983) for Britain, 
Turkington (1975) for New Zealand (with profits having a 
significant negative effects on strikes) and Abbott (1984) for 
Canada. 

69 Paldam and Pederson (1982) survey 15 studies using 
quarterly and annual data for 5 countries, and report uniformity 
of results. 
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(c) strikes are positively related to the inflation rate. 70 

Unemployment rates affect the likelihood of strikes; low 

unemployment gives an advantages to workers, because a tight 

labor market limits the ability of employers to easily 

replace them and increases the availability of alternate job 

income; high unemployment rates on the other hand give an 

advantage to employers by making the replacement of strikers 

relatively easy. 

In the cross-national comparison, however, there are 

some variations in these relations. In a study comparing 15 

countries, Paldam and Pederson (1982) report that the 

unemployment rate is mixed among countries. 71 The changes 

in real wages (deflated by the inflation rates) have a 

negative relationship to strikes for the United states, but 

a positive relation for the other thirteen countries. 

70 Kaufman (1981) finds a significant positive 
relationship between strikes and the rate of inflation in 
quarterly data for US manufacturing, over the period from 1954-
75. Paldam and Pederson (1982) speculate that inflation might 
destruct the established wage structure, so as to increase the 
uncertainty regarding the size of a pie. 

71 However, Korpi and Shalev (1980) contend a negative 
relationship between unemployment and strikes, in a case where 
the level of unenlployment is an expression of the extent to 
which left parties have been able to use their control over the 
government to keep unemployment at a low level. They report a 
positive relationship between long-term changes in the level of 
unemployment and the relative strike involvement index for 18 
countries for the period of 1900-1976. 
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However, when changes in nominal instead of real wages are 

used, the relationships for most countries are positive. The 

variations across countries imply that some mechanisms other 

than economic conditions may be working for the likelihood 

of strikes. 

Business cycles and industrial relations 

Along with economic theories of industrial disputes, 

the effect of business conditions on industrial relations 

can be found in studies of business cycles. Assumptions 

implicit in this approach are basically the same as those of 

the economic theories of strikes: struggle over the share of 

a pie. 72 

In spite of the selection bias73 , this approach has 

consistently produced a positive relationship between 

industrial disputes and business cycles. In other words, 

during the period of economic decline (measured by GNP 

growth, inflation, prices, wages, among others), the number 

72 Of course, this is an arbitrary distinction and 
business cycles are sometimes incorporated into the economic 
theory. For instance. Ashenfelter and Johnson (1969) also 
discuss the procyclical nature of industrial disputes. 

73 It can be said that this observation without theory. 
As a consequence, this argument is vulnerable to selection bias 
(data, subject, methods, and time period, among others). 
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of strikes decreased. Conversely, strikes tend to increase 

during long-term economic upswings (Knowles, 1952; Rees, 

1952; Ashenfelter and Johnson, 1969; Vandercamp, 1970; 

Skeels, 1971). 

With this general agreement, however, some anomalies are 

found. The anomalies are typical in Rees (1952). He finds a 

high correspondence between business fluctuations and strike 

activities for the period 1915-1938, but very little 

correspondence for the period 1939-1950. He explains the 

lack of conformity between the two cycles by the unusual 

circumstances of World War II and the subsequent removal of 

restraints on striking at the end of the war years. Also, 

the passage of the Taft-Hartley Act in 1947 depressed strike 

activity. However, for the period 1915-1938, peaks in strike 

cycles led the peaks in business cycles, but lagged behind 

troughs in the business cycles. 

In addition, Rees (1952) contends that business cycles 

are not the causes of strikes, while they are the primary 

determinants of the timing of strikes. He attributes the 

underlying causes of strikes to psychological, social and 

non cyclical economic grievances. The business cycle merely 
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creates a climate which affects the likelihood that the 

latent grievances will be manifested. 74 

studies from economic theories suggest that economic 

conditions are, in general, positively related to industrial 

disputes. Specifically, nominal wages and inflation show 

positive relationships, while real wages show a negative 

relationship. Research on business cycles is consistent with 

economic theories of industrial disputes: prosperity is 

positively related to increases in industrial disputes. 

Prosperity is indicated by phases of economic upswings, 

where real wages lag behind nominal wages and inflation. 7S 

74 By correlating the state of the labor market (measured 
by the level of unemployment), Rees (1952) argues that rising 
employment and improving business conditions increase the 
propensity of unions to call strikes by offering them a number 
of advantages: The employer is reluctant to lose his share in 
the expanding market, and observes rising wages elsewhere. His 
ability to replace the strikers with non-strikers diminishes as 
employment rises, and strikers have an increased chance of 
obtaining employment elsewhere. Therefore, in good times workers 
are more likely to press demands because the costs of striking 
are less to workers and greater for employers, while in periods 
of increasing unemployment and business contraction, the factors 
are reversed and the propensity to strike decreases. 

75 In spite of consistent results specifying the 
relationship between industrial disputes and seemingly related 
economic conditions, this approach can be criticized for several 
reasons: First, the role of unions and workers is not 
incorporated into the model appropriately, as is implied by the 
passive concession schedule. Second, the explanation is 
successful where the institution of bargaining is stable, as in 
the US since 1945, but breaks down under other conditions 
(Snyder, 1974), because rational negotiation is itself an 
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The positive relationship between economic conditions 

and industrial disputes can be explained by the fact that 

economic prosperity not only increases profit (defensive 

power) for employers, but also improves the bargaining power 

of workers through wage increase. But, wage increase is 

likely to lag behind profit increase, since the diffusion of 

profit to wage is mediated by employers. 

Industrial relations at the systemic level 

Political and economic exchanges are two main processes 

functioning at the systemic level. These exchanges take 

place among subsystems and are accompanied by tension and 

competition among them. The tension and competition in tUrn 

affect the subsystemic processes, i.e., political and 

economic conditions. 76 

institution. Third, the explanation does not incorporate many 
constraints exogenous to the economic conditions, such as 
political regime change or conflict between nations. Fourth, 
this approach does not allow the possibility of structural 
change over time, since it assumes the invariance of parameters 
in the model. For instance, in the Ashenfelter and Johnson 
model, workers' initial demand for wage increase is assumed to 
be held constant until a strike breaks out, and then declining 
according to the slope of the concession schedule. 

76 Of course, the long-term causation between the 
systemic and subsystemic processes may be reversed, as 
Kondratieff (1984 [1925]: 84) notes, wars are the results of 
natural tension in the world economy. Organski and Kugler 
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The following discussion focuses on the question: How do 

the processes at the systemic level affect political and 

economic conditions at the subsystemic level, and hence, 

change the configuration of power relation among the state, 

capital, and labor?77 In other words, the way in which the 

tension and competition intrinsic to the world-system 

affects industrial relations in a subsystem will be 

investigated. 

Further, the impact of these political and economic 

exchanges at the systemic level will be discussed through 

their manifestation (war for the former, and foreign trade 

for the latter). Not only they are main mechanisms of the 

(1980) point to national economic capabilities as a deciding 
factor for waging a war. 

77 As a consequence, this excludes discussions of the 
cyclical nature of wars from this study. Like studies of 
business cycles, the relation between war cycles and business 
cycles has been studied extensively. The study of war cycles 
began with Kondratieff (1984 [1925]):"War or revolution is an 
integral part of the long wave and is also a product of the long 
waves. Wars themselves occur because of an increase in the tempo 
and tension of economic life, and intensification of economic 
struggle for markets and raw materials. Thus both wars and 
social upheavals are a part of the rhythmic process of the 
development of the long cycles; and they tUrn out to be not the 
forces making for its development but forms of its 
manifestation" (pp. 84-5). In general, it is agreed that war 
shows a cyclical pattern ((Wright, 1965 [1942]; Thompson and 
Zuk, 1982; Craig and Watt, 1985; Goldstein, 1988; Modelski, 
1978, 1983; Bergesen, 1985), and is associated with secular 
trends (Kondratieff (1984 [1928]; Bernstein, 1940; Gordon, 1980; 
Kaufman, 1981; Cronin, 1980). 
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world-system, but also concrete and observable events, 

through which the characteristics of underlying processes 

can be inferred. 78 

Impact of war 

Although the effect of war appears to be substantial, 

not all wars have the same impact on all sectors. 79 Some 

wars effect all sectors of the subsystem profoundly, while 

others brought very small impacts on a limited number of 

78 Colonialism is also an indicator of the tension in the 
world-system (Bergesen, 1980). However, it is excluded from this 
study, although Japan once had been a colonial power in the 
first half of this century. The impact of Japanese colonialism 
on Japan as well as her colonies has not been studied much, but 
the contribution of Japan's colonies (Korea, Taiwan and 
Manchuria) to Japan should not be underestimated. For instance, 
Korea had significantly contributed to Japan by supplying rice. 
And, Japanese former colonies are still economically dependent 
on Japan (Mandel, 1985). However, this mechanism will not be 
pursued any further in this paper, because (1) the duration of 
direct Japanese colonialism was relatively short, compared to 
those of other colonial powers, and because (2) it is difficult 
to measure the impacts quantitatively. 

79 Modern wars involves all of the productive resources 
of great nations, and it must have a tremendous effect on the 
course of business among the belligerents and among those 
neutrals having economic and financial relations with the 
countries at war. Every aspect of the economic life of these 
countries, belligerent and neutral, is affected by war: 
production and consumption, money and prices, interest rates, 
public finance and the distribution of income. Nor is the effect 
of war on business confined to the period of hostility. For 
years afterward the pattern of business fluctuations is 
dominated by conditions altered by war (Bernstein, 1940: 525). 
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sectors. This means that the impacts of war vary widely 

depending upon the characteristics of a particular war upon 

which the reactions of the affected sectors rest. In other 

words, the reactions of the state, capital, and labor to a 

war depend on the characteristics of the war. 

As an historical event, which takes place in a 

particular time and place, each war is in reality unique in 

terms of its scale, objectives, duration, and consequences. 

It is possible to differentiate wars on the basis of the 

magnitude of these characteristics. BO For example, Wright 

(1965 [1942]) distinguishes between major wars and minor 

wars, based upon their scale (number of cou.ntries in 

participation) and severity (consequences of war, including 

fatalities). Farrar (1977) separates wars into three 

categories according to their relationship with the existing 

status quo of power distribution: hegemonic war (high 

violence resulting in structural change), adjusting war 

(middle violence having brought some changes), and probing 

war (low violence with least change). Thompson and Zuk 

80 These are indirect indicators of war magnitude, such as 
casualties of a war, duration, intensity (measured by number of 
belligerent countries. The proportion of defense expenditure to 
GNP or the proportion of armed forces to labor forces indicate 
the preparation of war. 



(1982) and RaIser and Thompson (1983) distinguish between 

global wars and interstate wars. 
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Participation in a war may result in (1) physical 

destruction of real capital, (2) diversion of scarce 

resources, including labor, capital and raw material from 

productive to unproductive uses, and (3) an increase in the 

risks and uncertainties of mercantile or manufacturing 

enterprise (Deane, 1975). 

A war may be profitable, (1) if the war is fought on 

foreign territory, (2) if through war some sizable economic 

competitors are eliminated, and (3) when one's own side wins 

the war (Goldstein, 1988: 267). For a neutral county, a war 

is more likely to be profitable if the war is sustained for 

a relatively long period, and limited to a specific 

location. In this case, the proximity will provide the 

neutral country with opportunities to become a major 

supplier of war necessities, often to both sides of 

belligerents. 

In addition to damages or profits incurred by a war, the 

outcome of a war is also important, because it results in 

the balance of power among the state, capital, and labor. 

For instance, war's outcome will affect the state's 
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repressive capacity and the workers' potential resistance in 

such a way that a lost war increases this resistance, while 

a victory tends to reduce it (Tilly, 1985) .81 It is often 

be the case that industrial disputes and revolutionary 

movements concentrate around the ends of war, especially in 

states that have lost. 

Impact of war on economic conditions 

A fair consensus can be reached concerning the short-

term impacts of great wars on such economic conditions as 

price, inflation, and wages. Silbering (1943) succinctly 

summarizes the mechanism in economic terms: "Wars create an 

81 \\(a) Insofar as a warmaking state has increased its 
repression, deferred commitments to organized groups within its 
subject population, and drawn a high proportion of the 
population into warmaking activity, war-ending demobilization 
increases the likelihood of strong demands on the state. (b) 
Insofar as warmaking depletes a state's resources, its capacity 
to meet or repress strong demands declines. (c) A state's loss 
of a war generally lowers its subject population's shared 
estimates of the state's repressive capacity and the likelihood 
that other states will defend it against popular demands. (d) 
For these reasons, the end of war - especially a lost war -
usually increases a state's vulnerability to popular opposition, 
including attempts to seize state power. (e) A winning state, 
however, commonly reduces the vulnerability of a losing state by 
occupying its territory, temporarily dissolving its sovereignty, 
and organizing an international compact for the reestablishment 
of a state with ample extractive and repressive capacities" 
(Tilly, 1985: 526-527). 
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abrupt and powerful increase in demand, with which supply 

cannot keep pace" (p.58). 

This sharp increase in demand, at the initial stage, may 

expand production and increase jobs, hence lowering 

unemployment. However, the initial positive impact may 

quickly wane, because of the diversion of resource for 

military purposes, inflation due to short supplies, and the 

shrinking of foreign demand. Great wars are likely to be 

intensive and sustained over a longer period, and output 

from the initial expansion will eventually be consumed for 

nonproductive purposes. 

Additionally, during sustained great wars, growth in 

production is hindered by labor shortages, blockades of raw 

materials or export markets, shortages of foreign exchange, 

and/or the depletion of capital equipment resulting from the 

precedence given to war goods (Bernstein, 1940: 527). Rasler 

and Thompson (1985) find a negative effect of global wars on 

economic growth. However, they fail to replicate these 

result in the case of interstate wars. 82 Using the 

82 These findings are based on the Box-Tiao ARlMA (0,1,0) 
pulse model (assuming the impact of war is abrupt and 
temporary). However, the statistical findings vary from one 
country to another. The impacts of World War I on economic 
growth (measured by GNP per capita on a constant price) show a 
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production of iron and energy consumption as examples, 

Wheeler (1980) also reports negative effects of great wars 

on national economy (measured by economic growth) . 

War financing and inflation 

One possible link between war and economic conditions is 

the way of financing the war expenses. For a state to wage 

or respond to war, a huge amount of currency is required to 

pay for personnel mobilized and procurements purchased. It 

is possible to secure the payment through pillage or 

indemnity, taxation, and loan. B3 Pillage is not appropriate 

for sustaining a war and indemnity will not be realized 

until the end of war. Taxation will take time to levy and 

collect and it is likely to raise resistance from taxpayers. 

It is also difficult to arrange loans from other governments 

significant negative relation for Germany and Britain, a non
significant negative relation for France, a significant positive 
relation for the United States, and a non-significant positive 
relation for Japan. The impacts of interstate wars show no 
significant relations, though with different direction of 
relation: positive for France (weak), the United states (weak), 
and Japan (strong); negative for Germany (strong) and Great 
Britain (weak). Unfortunately, they do not provide any 
explanation of these variations other than the suspicion of a 
potential index validity problem. 

83 Goldstein (1988: 273) notes: "Taxation and military 
fed on each other, since military forces were required to 
overcome resistance to taxation and taxation was required to 
support military forces." 
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on time. Therefore, the most viable and swift option for the 

state is through deferred loan (i.e., increase in the amount 

of paper money, which results in inflation) .84 

For a certain types of war, such as, a limited scale 

war, there is no emergent need for massive resource 

mobilization, since the standing army can accomplish warfare 

in a relatively short-time period. Although redistribution 

of resources in government expenditure (by allocating more 

to the military) may occur in this process, the impact of 

the limited-scale war on economic conditions will be 

minimal. Rather, limited scale war is more likely to bring 

positive effects on the economy. 

Impact of war on political conditions 

The right to wage war in recent history has belonged 

exclusively to the state. The state reserves, in theory and 

in practice, an exclusive right to declare or cease war. In 

this sense, the role of the state is critical link to 

84 "Partly because, of all forms of de facto taxation, 
inflation is the easiest to levy, the quickest to materialize, 
and the hardest to evade. But the real reason is that educated 
people would quickly see that the cost of the war was too great 
and the probable benefits entirely too small for the war to be 
worthwhile and would clamor for peace" (Hamilton, 1977: 18). 
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investigate the impacts of war on political conditions. In 

preparation for, and involvement in war, the state utilizes 

its function of extraction and repression to its maximum 

(Tilly, 1985) .85 These are functions of the state during 

peacetime as well. A crisis created by the imminence of and 

involvement in a war will strengthen these functions. 

As a war extracts more resources from public and private 

sectors, the state is forced to change its distribution 

policy of resources. At the same time, the state relies more 

heavily on repression in the anticipation of organizational 

resistance to the state's distribution policy. Tilly (1985) 

argues that the state's implementation of these measures 

depends on the state's capacity (e.g., the volume and 

character of resources under the control of the population), 

and the degree of coercion, or the fit between the state's 

85 "Judging from western historical experience, 
preparation for war through military organization, taxation, 
conscription, construction, manufacture, requisition, and 
purchase outweighs all other activities in determining the size 
and shape of national states •... Each war entailed an organized 
increase in the state's extractive efforts. In the course of 
these activities, states not only created armies and navies, but 
also incurred debt, established treasuries, built bureaucracies, 
elaborated systems of surveillance and repression, and bargained 
out arrangements for negotiation with their subject populations" 
(Tilly, 1985: 524-25). 
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means of extraction and the strength of population's 

organizations. 

For a state to become involved in and sustain a full-

scale war, it is necessary to exercise these measures to 

full capacity, especially the repression of resistance to 

the extraction of resources through taxation and inflation. 

Since the resistance of the population is centered in two 

organizations: political parties and labor unions. 86 The 

state in preparation for, or participation in a full-scale 

war will first try to subdue these two organizations. As the 

state's capacity for repression increases, resistance will 

decline. 

A war may affect industrial relations by inducing 

changes in the labor market. The level of impacts again 

depends on the characteristics of the war. In case of a 

full-scale war, conscription on a massive scale is required 

and workers are the first group to be drafted. Consequently, 

a formerly unused workforce (most often women) will take the 

place of (male) workers in the factories. 8? This changing 

86 These are loci of two anti-systemic movements, in 
Wallerstein's (1983b) sense. 

87 Hyman (1971: 83-93) summarizes the impacts of World 
War I on labor relations in English engineering industries: The 
war brought a change in the structure of employment in which 
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composition of the workforce may weaken labor unions by 

reducing its membership.88 

As the state's repression becomes stronger during war, 

labor unions have no recourse but to cooperate. For example, 

during the First World War, out of the twin demands of 

military recruitment and war material production, the US 

government sought the cooperation of organized labor. Labor 

unions were persuaded to support government policies. In 

return, the status of trade unions was radically enhanced 

overnight. 89 The enhancement of labor unions was realized 

more workers in private establishments were employed on 
government contracts: the urgency of war production accelerated 
the previous technological development. It changed the 
composition of labor forces with massive influx of new workers, 
especially female laborers. 

88 Female workers' participation rate in labor unions has 
been significantly lower compared to male workers', in the case 
of Japan, although Japan's female labor force is one of the 
highest among major industrialized countries. I cannot find a 
systematic explanation of this difference, except for women's 
low commitment to work and high turnover. Shimada (1980) shows 
that the size of the female labor force increase in times of 
economic growth, and contract sharply in recessions. This 
implies that the female labor force in Japan is in marginal 
status in labor market and can be used as a buffer. 

89 In 1917, a War Labor Conference Board was appointed, 
in response to a request from labor unions, and in 1918 the 
National War Labor Board, with tripartite memberships of the 
state, labor and capital, was established to assist in the 
prevention and settlement of disputes. The Board declared in 
policy that the right of workers to organize in trade unions 
to bargain collectively, through chosen representatives, is 
recognized and affirmed. This right shall not be denied, 
abridged, or interfered with by the employers in any manner 

its 
and 
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by the rapid increase in membership among the new work 

force, 90 at the same time unions were losing bargaining 

power by conceding the right to strike, even under price 

hikes. 

Economic exchange at the systemic level 

The economic exchange of a subsystem with other 

subsystems is realized through transaction of commodities 

and capital. For individual traders, it is clear that the 

transaction is carried out for profit. The same is true for 

whatsoever. In return, the leaders of the American Federation of 
Labor formally adopted the no-strike policy (Perterson, 1945: 
10-11). 

90 During World War II, Japan and Italy under military 
dictatorship relied on repression: driven by the Industrial 
Patriotic Movement controlled by the state from 1938, the trade 
unions began to dissolve. In 1940, the number of labor unions in 
Japan was reduced to 49, compared to 517 in the previous year. 
In 1941, only 11 unions existed and during 1942-44, 3 unions 
survived. From June 1944 to the surrender of Japan, there were 
no unions in Japan at all. Therefore, in May 1942, the chief of 
the Labor Bureau proudly declared: "We hail July 1940 when the 
labor unions dissolved and we no longer recognized their 
existence in fact. Labor unions ceased to exist in Japan from 
that time. When I think about it today, I cannot contain my 
happiness for the nation. Just look at the United states now. 
The labor unions have erected tremendous barriers to the 
expansion of production. They say that Roosevelt himself sought 
the support of the labor unions at the time of the recent 
presidential election. And that's how the United states has 
gotten into its present difficulties" (Quoted from Garon, 1987: 
227) • 
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countries. 91 As a result, the transaction has been a 

driving force for the development of the world-system, as 

economic exchange across borders has been a main contributor 

to the accumulation of capital (Wallerstein, 1983b). 

Once developed, the world-system has been a system of 

redistribution of resources among subsystems. In fact, 

accumulation and distribution in the world-system are two 

sides of the same coin, that has been continuously carried 

out through export, import, investment, and aid. 

Given the total amount of resources available at a given 

time in the world-system is limited (leading to a zero-sum 

game among subsystems), tension and competition in the 

world-system is intrinsic. The tension in the world-system 

is transmitted to subsystems in two interrelated mechanisms: 

(1) the amount of resources available to the subsystem for 

redistribution, and (2) the method of redistribution within 

the subsystem. The former is related to economic conditions, 

91 "[Foreign trade] carries out that surplus part of the 
produce of their land and labor for which there is no demand 
among them, and brings back in return for it something else for 
which there is a demand .••• By opening a more extensive market 
for whatever part of the produce of their labor may exceed the 
horne consumption, it encourages them to improve its productive 
powers, and to augment its annual produce to the utmost, and 
thereby to increase the real revenue and wealth of the society" 
(Smith, 1937 [1776]: 415). 
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while the latter is related to political conditions of the 

subsystem. 

For a subsystem, the amount of resources acquired 

through economic exchange is realized by the amount of net 

sum of inflow minus outflow, or the balance of payments. 

Other things being equal, the larger the net sum of inflow 

the greater the size of the pie for redistribution to each 

contributor, including labor, capital, and the state. In the 

case of a deficit, each party will be liable for the loss. 

Hawtrey (1951 [1926]) suggests a positive association 

between foreign trade, especially, exports, and the 

distribution of income. The expansion of exports increases 

the employment in export intensive sectors at the same time 

improving wages. However, when effective demands diminishes, 

the size of the labor markets in those sectors also 

decreases along with the worker's income. In general, more 

foreign trade brings positive economic returns (Snyder and 

Kick, 1979). 

The point is that surplus or loss is not evenly 

distributed to the state, capital, and labor, because the 

economic transaction is mediated by both capital and the 

state. For example, surplus will be first appropriated by 
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capital and the state, and then passed to labor following 

some delay. Although the size of the pie increases through 

surplus, labor's dissatisfaction is likely to increase due 

to the uneven and delayed distribution. 

The deficit from foreign transaction will be reimbursed 

to capital by labor through the state's subsidies. 

Otherwise, capital does not see any incentives to invest in 

manufacturing goods for export. Therefore, in the case of 

deficit, the burden on labor becomes larger than compared to 

both the state and capital. The transfer of liability from 

capital to labor is only possible through state intervention 

by increasing the level of repression. In this case, the tie 

between the state and capital will be stronger against 

labor. 

Summary 

In order to explain the historical development of 

Japanese industrial relations, this study first evaluated 

the culturalist argument. Culturalists claim that the 

characteristics of Japanese industrial relations, such as 

the permanent employment system and the seniority-based wage 

system, are an extension of Japanese tradition. Further, 
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they argue that these characteristics cannot be understood 

by factors other than the unique Japanese culture. 

Japanese industrial relations have neither been so much 

unique and continuous as culturalists claim, nor are they an 

offshoot of Japanese tradition. By the same token, 

cooperative and harmonious industrial relations are not 

necessarily unique to Japanese industrial relations, nor can 

they be associated with the cultural traits of Japan. 

Rather, they were developed and institutionalized as a 

collective response to labor, capital and the state to meet 

the challenge imposed by industrialization. This counter-

cultural argument has been supported by both historical 

evidence and comparative studies. Historical observations 

clearly show that the characteristics of Japanese industrial 

relations were the product of rapid industrialization during 

two World Wars. Comparative studies also reveal more 

similarities than differences between Japanese and U.S. 

workers. Furthermore, these differences are not necessarily 

signs of uniqueness. 92 

92 Cole (1971) proposes the concept of functional 
alternative which allowed the possibility that Japanese have 
often evolved different structural arrangements to solve many of 
the common problems faced by all industrial societies. 
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This counter-cultural argument suggests that Japanese 

industrial relations can be explained by a more general 

framework of industrial relations. This study argues that 

industrial relations can be understood as a product of the 

interaction between environment (i.e., industrialization) 

and the actors involved including labor, capital, and the 

state. This implies that a culture itself is not a motor, 

but rather a product of this interaction. 

A glance at the roles played by the involved actors in 

the process of Japanese industrialization further confirms 

that (1) Japanese industrial relations are in fact the 

result of an interaction between the state, labor, and 

capital in response to industrialization, and (2) the 

interaction has been dynamic rather than static, implying 

some significant changes/transformations in Japanese 

industrial relations. 

This study also proposes a conceptual model of 

industrial relations by incorporating existing theories of 

industrial disputes, in addition to the triadic interaction. 

Two major theories considered in this model - economic and 

political theories - correspond to two main objectives of 

industrial disputes. Politico-organization theory argues 
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that industrial disputes are for the collective control of 

resources, and their manifestation depends on workers' 

organizational strength. Economic theory asserts that 

economic conditions, such as economic prosperity, inflation, 

and unemployment, play a significant role in directing the 

behavior of workers. 

The conceptual model is further extended to include 

factors exogenous to a national boundary, because no country 

is immune to the impacts of international transaction in the 

world-system. Parallel to the two endogenous conditions, two 

major forms of international exchange - political and 

economic - are included. 

The conceptual model assumes a causal link running from 

the systemic processes through the subsystemic conditions 

and the triadic interaction to industrial relations. In 

other words, political and economic exchanges at the world

system level generate tension, which influence the political 

and economic conditions of the sUbsystems. These subsystemic 

conditions, in turn, affect industrial relations by 

providing opportunities for and constraints on the behavior 

of the triad. Finally, all these factors at both systemic 
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and subsystemic levels and the triadic relations directly 

and indirectly influence industrial relations. 

Based on this conceptual framework of industrial 

relations, it is argued that: (1) war, as an indicator of 

political exchange at the systemic level will aggravate 

economic conditions and at the same time increase the 

state's capacity of repression and extraction, resulting in 

a decrease in the workers' strength. (2) Economic exchange, 

manifested by foreign trade, will increase the strength of 

the triad, but it will benefit labor least, increasing its 

dissatisfaction. Consequently it induces the increase in 

industrial disputes. 

Further, subsystemic conditions affect industrial 

relations as follows: (1) The state's capability of 

repression and the strength of capital will decrease 

industrial disputes, while workers' strength for resistance 

will increase them. (2) Economic conditions are related to 

industrial relations in a way that economic prosperity 

increases the likelihood of industrial disputes, since it is 

likely to increase disparity in the distribution between 

labor and capital. 
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CHAPTER 3 

MEASUREMENT .AND DATA COLLECTION 

Introduction 

The conceptual model of industrial relations is composed 

of various elements, such as power relations among labor, 

capital, and the state, political and economic conditions at 

a subsystemic level, and political and economic conditions 

at the world-systemic level. The model was presumed able to 

explain historical development of industrial relations in 

industrialized countries, since the characterization of 

relationships among elements was derived mainly from 

political and economic theories of industrial disputes. 

Since the conceptual framework is composed of concepts and 

their relations, which cannot be falsified or verified by 

themselves, it is necessary to delineate their appropriate 

indicators, so that the model can be tested. The discussion 

in Chapter 2 suggested that industrial disputes best 

manifest the dynamic characteristics of industrial 

relations, especially in a longitudinal setting. In 
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addition, the characteristics of political and economic 

conditions, which affect the configuration of the triadic 

industrial relation at the subsystemic level, have been 

discussed in conjunction with economic measures such as 

inflation, prices, wages, and interest rates, with political 

measures such as the state's redistribution policy, 

taxation, and the strength of labor unions as a power base 

of labor's resistance. At the world-systemic level, the 

characteristics of political and economic exchanges have 

been discussed on the basis of their manifestation, such as 

war and foreign trade, respectively. 

The measurement of these various indicators suggested by 

the conceptual model of industrial relations will be 

discussed in this chapter, focusing especially on the 

measurement of industrial disputes. Finally, the 

characteristics of the data used in this study will be 

described. 

Measures of industrial disputes 

An industrial dispute, whether it is manifested by a 

strike, a slowdown, or a work control, is a social event. As 

an event which takes place in a specific time and place, it 
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has an advantage as well as a disadvantage as an indicator 

of industrial relations. 

It is advantageous because an event can be recorded 

easily and hence can be compared with other events. Further, 

such an event should clearly suggests significant underlying 

discontent among workers. Industrial disputes indicate that 

the workers' discontent exceeds the threshold of current 

industrial relations. Industrial disputes therefore are 

valid indicator of the tension existing in current 

industrial relations. 

The event is disadvantageous because it reflects only 

manifested tension in industrial relations, consequently it 

cannot account for subtleties in employment and work 

relations. Nor does it indicate the extent of cooperation 

between employees and employers, or even among employees. 

Nonetheless, industrial disputes are in practice the 

only measure of validity for the quantitative study of 

historical industrial relations. If industrial relations are 

located on a continuum with perfect cooperation between 

labor and management on one end, and constant conflict and 

struggle on the other, industrial disputes as an aggregate 
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reflect the general condition of industrial relations being 

closer to the conflict and struggle end. 

The fact that industrial disputes are valid measure does 

not automatically guarantee their reliability, since each 

industrial dispute may be embedded in a peculiar historical 

setting and time. As a social event, it can be manifested in 

many different ways, so that one strike may involve tens of 

thousands of workers for a long time period, while another 

strike mobilizes few workers for a very short time. Workers' 

demands vary widely from one strike to another, as does the 

process of resolution. In spite of such variations in time 

and space, intensity and size, manifest or latent, when they 

are aggregated in statistics for a certain period, the 

qualitative delicacy of industrial relations are deemed to 

evaporate. 

Statistics on industrial disputes have not been recorded 

in a consistent fashion in all countries (Fisher, 1973), 

until the International Labor Office (ILO) established 

guidelines for data compilation in 1959. Since then, ILO has 

published the statistics of industrial disputes that are 

supplied by national labor ministries annually. With some 

minor variations, the statistics include three basic 
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components of industrial disputes: (1) number of disputes, 

(2) number of workers involved, and (3) person-days lost due 

to industrial disputes for economy-wide totals and for nine 

separate sectors of economic activity. 

Due to changes in data compilation practice caution 

should be taken in studying of industrial disputes, both 

cross-sectionally and longitudinally. Also, without this 

consideration, the comparison of raw numbers (frequency, 

number of participants, and duration) may lead to a 

misunderstanding. For instance, the frequency of industrial 

disputes in one period should not be directly compared with 

that in another period. 

Each component of industrial disputes has been used 

separately, or in combination to calculate various 

indicators reflecting the nature of industrial relations. 

Snyder (1974) uses frequency and size with log 

transformation. Edwards (1981) and Cronin (1979) employ 

strike frequency in the United States and Britain, 

respectively. Pencavel (1970) also uses the frequency of 

strikes in Britain. Whether transformed or not, these 

indicators are applicable to a limited set of research 
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questions, such as a comparison of strike frequency across 

industries for the same period. 

For instance, it is likely that a high frequency of 

industrial disputes is directly related to the number of 

unions. Also, the size of industrial disputes is relevant to 

the number of workers in the industry. In fact, both factors 

are closely related to the industrial structure and size of 

the economy, that not only vary from one country to another, 

but also from one period to another. 

Awareness of this problem has prompted some studies to 

use various indices of industrial disputes. For instance, 

Shorter and Tilly (1971, 1974) propose a shape of strikes 

using frequency, size, and duration of strikes as each side 

of a cube in three-dimensional space. Size refers to the 

number of strikers per strike; duration to worker-days lost 

per strike, and frequency to strikes per 1,000 civilian wage 

and salary workers, respectively. With this visualized 

shape, as opposed to a numerical value, Shorter and Tilly 

(1971, 1974) compare shapes in different industrial periods. 

They describe the nineteenth and early twentieth century 

strikes as small in size, long in duration and low in 

frequency, while modern strikes in the mid-twentieth century 
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had a pattern which was big in size, short in duration, and 

relatively high in frequency. 

Hibbs (1987) proposes a single indicator -- strike 

volume -- which is the product of the three basic 

dimensions. With this volume expressed by a number, his 

intent was to measure the damage or impact of strikes to the 

economy concerned. 93 

As with Shoter and Tilly's shape, this volume indicator 

may misrepresent the nature of industrial disputes for two 

reasons: (1) The practice of counting these numbers, 

especially counting man-days lost due to industrial 

disputes, is different from one country to another (Fisher, 

1973). Further, it is extremely difficult to construct a 

single composite indicator based on the three dimensions for 

the period before World War II, since the ILO convention of 

labor statistics was adopted after World War II. For 

instance, Japan did not compile man-days lost due to strikes 

before 1953. (2) There is no reason to believe that these 

93 The direct damage of industrial disputes to the economy 
seems relatively small even during the extremely turbulent 
periods in industrialized countries, as exemplified by the 
united states case. The flat comparison of person-days lost due 
to strikes seems smaller than the total days of individual 
workers' absenteeism. 
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three dimensions are statistically independent of each 

other, so they cannot simply be multiplied. 

Proposed measure of industrial disputes 

For the reasons stated, it seems that a single composite 

indicator approach is not practical for the characterization 

of industrial disputes over time. To provide a dimensionally 

equivalent measure, Fisher (1973) proposes various deflators 

to the three dimensions of industrial disputes. Fisher 

(1973: 71) suggests an appropriate deflator for workers 

involved in a strike would be the number of workers employed 

in that sector or industry in question. 94 For a deflator of 

the frequency of disputes, he suggests the total number of 

establishments or total number of firms. 

This paper proposes a measure of industrial dispute 

intensity, which is the ratio of the frequency of industrial 

disputes to the number of manufacturing firms in the same 

period. The ratio is multiplied by 1000 to indicate the 

number of industrial disputes per year per 1,000 firms. In 

94 In practice, this choice is complicated by the use of 
a hybrid measure of unit of dispute. More often than not, we 
have to be satisfied with the use of total numbers of workers 
normally employed. Under some circumstances, the number of 
collective bargaining agreements might be used as a deflator. 
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Japan, where firm-based labor unions have been dominant, the 

aggregate number of firms seems to be the most appropriate 

indicator of "risk" for the frequency of industrial 

disputes. 

The proposed measure takes the size of the contemporary 

economy into account by incorporating the number of 

manufacturing firms, so it is possible to compare industrial 

disputes in different periods based on a consistent 

denominator. For instance, in 1917 an average of 52.5 out of 

1,000 firms experienced industrial disputes, and in 1945, 

less than 2 firms out of 1,000 had to deal with industrial 

disputes. The frequency of industrial disputes is available 

from 1897, and the number of manufacturing firms from 1896. 

strength of labor, the state, and capital 

Labor: Since labor unions are the locus of decision-making 

for industrial disputes, the strength of labor unions is 

assumed to be a proxy for the strength of labor relative to 

the state and capital. (Shorter and Tilly, 1974; Snyder, 

1974). The link between the strength of labor unions and 

labor is supported by empirical evidence that union workers 

in general earn more than non-union workers with similar job 
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characteristics (in the case of the United states, the 

margin is 5 and 25 percent, Farber, 1986; Freeman and 

Medoff, 1981; MaCurdy and Pencavel, 1986) .95 It is 

conceivable that an increase in union membership will result 

in an increase in wages. Other things being equal, increased 

wages will increase labor's consumption power in general and 

unions' strike funds in particular. 96 Also, changes in 

union membership (size) seem to be independent of market 

conditions, 97 although uncertainties in the labor market 

will clearly affect workers' attitudes toward unions. 98 

95 Using longitudinal data, Freeman (1984) attributes the 
differences to (a) measurement error (mainly selection bias) and 
(b) the effects of unions. For these measurement errors, the 
effects of unions are sizable and significant. 

96 Workers participating in a strike receive income from 
various sources, but it is lower than his/her normal wage. The 
sources include state SUbsidies, union payments, payments from 
employers, loans from financial institutions. The composition of 
each source varies from one company to another, but union 
payments are often nominal compared to other sources (Gennard, 
1981) . 

97 For instance, the legislation of labor laws in the 
late 1930's in the United states increased union membership 
(McCammon, 1993a). The upsurge in union membership after World 
War II in all industrialized countries cannot be explained by 
purely economic factors. 

98 Bain and Elsheikh (1976) formulated a regression model 
of the rate of change in prices, wages, unemployment, the lagged 
level of union density as determinants of the rate of change in 
union membership for four countries. The rationalization for 
this model was: (a) Rising prices, as a threat to living 
standards, will increase a worker's propensity to join a union. 
At the same time, price increases, as a reflection of business 
prosperity, will affect workers' opportunity to organize a 
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The strength of labor unions can be measured by such 

indicators as number of labor unions, size of membership and 

the proportion of organized laborers to number of gainful 

workers. 99 This study employs the average size of labor 

unions as a measure of labor strength. The statistics on 

Japanese labor union membership are available after 1921. 

The state: In the triadic industrial relations, the state's 

strength against both capital and labor can be manifested by 

several mechanisms, such as legislation, enforcement, 

taxation, repression, and type of expenditures. The state 

union, because employers are willing to concede. (b) When wages 
are rising, workers may credit such rises to unions and hope 
they will do better in the future by beginning or continuing to 
support them. (c) High unemployment means opportunities for 
employers, and would likely reduce the propensity of workers to 
antagonize their employers by organizing or joining unions. (d) 
The existing level of union density will affect the rate of 
unionization by saturation, or ceiling effect. The results for 
England for the period 1893-1970 are significant with expected 
relations. For other countries (USA, Sweden, and Australia), the 
relations are not consistent. 

99 Earnings of workers seem to reflect their strength 
against capital as well as the state. On the one hand, income 
partially reflects workers' bargaining power against capital. On 
the other hand, it is eventually converted to consumption and 
taxes, consequently putting pressure on capital and the state. 
Following Ashenfelter and Johnson (1969), many studies have 
employed changes in real wages as an indicator of worker's 
bargaining power (Abbott, 1984; Pencavel, 1970; Turkington, 
1975; Farber, 1986, 1978; Paldam and Pederson, 1982). However, 
at the same time, the income change can be a result of changes 
in political and economic conditions as well as a result of 
negotiation between unions and employers. 
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applies these mechanisms to achieve a leverage in 

interacting with both capital and labor. 

Among them, state expenditures are of particular 

significance as a measure of the state's leverage power. 

Through this expenditure, the state is able to collect 

taxes, enact legislation, maintain military and legal 

forces, impose repression, build infrastructures, initiate 

big projects, and assist public sectors such as medicine, 

welfare, and education. 

This study employs the ratio of government expenditures 

to national income as a measure of the state's strength. 

This measure indicates the extent of leverage which the 

state can impose on other social classes. The statistics of 

government expenditures to national income in Japan are 

available from 1875. 100 

Capital: Capital accrues its power through capital 

accumulation, which in turn is based on profit. The amount 

100 However, this measure does not necessarily 
characterize the weight of the state's preference between 
capital and labor because it combines all expenditures for 
capital and labor. The proportion of military expenditure to 
government expenditure may indicate the repressive nature of the 
state. Since data on military expenditures are valid for the 
period of 1875-1945, this measure will only be used for testing 
the impact of war and regime repression. 



118 

of profit which capital can extract indicates the power of 

capital in the triadic industrial relations. For this 

reason, this study employs the changes in net profits among 

manufacturing firms. 101 

Economic and political conditions at a subsystemic level 

Economic conditions: The economic conditions at a 

subsystemic level can be manifested by several factors, such 

as growth in national product (GNP or GDP) , prices, 

inflation, interest rates, currency circulation, savings 

rates, and order of durable goods, or stock price. Among 

them, economic growth (indicating the size of pie) and 

inflation (affecting the workers' earnings) are often 

referred to as the most relevant indicators of economic 

101 The compilation methods for the calculation of profits 
were different: During the period of 1896-1925, the Ministry of 
Commerce and Industry compiled financial data by industry, 
including net capital and reserve mainly for profit, tax, and 
dividends (The Historical Statistics of Japan, 1987: 180-193). 
From 1920 to 1946, the same agency compiled more detailed 
statistics, broken down by paid-up capital, net profit, 
dividends, and net loss (ibid., pp. 186-193). From 1949 the 
Ministry of Finance compiled net profit ratio (in percentage) by 
industry (ibid., pp. 202-210). Finally, the National Tax 
Administration of the Ministry of Finance compiled financial 
data from 1903 to 1950 including total capital, paid-up capital, 
reserve, and net profit, dividends, and loss and carry-over 
(ibid., p. 194-195). The reconstruction of profit ratios for the 
pre World War II period was possible by comparing these four 
sources. 
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conditions. This study prefers economic growth as an 

indicator of economic conditions since one objective of 

industrial disputes is the distribution of the pie. 

Political conditions: Political conditions affecting the 

configuration of industrial relations include the state's 

redistribution policy and the nature of political parties in 

power (Shalev, 1990, 1980, 1978; Snyder, 1974). These two 

indicators are closely related, because the power 

distribution among political parties affects the 

characteristics of government spending. For instance, 

socialist/labor parties are more likely to spend resources 

on improving the conditions of the working class, such as 

welfare, employment, and wages, as long as it does not 

radically disturb economic conditions by inducing inflation. 

Therefore, a more direct measure of the state's distribution 

policy will be the characteristics of political parties in 

power or the proportion of cabinet members from a specific 

class-oriented party.l02 This study employs the proportion 

102 Its practical use may be limited in the case of Japan, 
because (a) socialist/labor parties had never been in power in 
Japan, and (b) Japanese labor unions have been weak and tended 
to stay away from politics (Matsuda, 1983) with the cooperative 
protection from the state (Garon, 1987; Pempel and Tsunekawa , 
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of seats in the House of Representatives held by socialist 

or communist/labor parties. 

Political and economic exchange at the systemic level 

Political exchange: It was argued that, among several 

indicators of political exchange at the systemic level, a 

war itself is the most discernible indicator, reflecting the 

tension at the world-systemic level. In addition, the impact 

of war on other social and political processes can be 

measured by such quantities as, the number of great powers 

participating in the war, and the severity/intensity of war 

(battle fatalities) (Levy, 1983; Goldstein, 1988). 

However, the application of these measures is 

questionable in a study of industrial relations of a 

country, because the impact of war is often more than direct 

1979). Japan's modern election system began in 1889 with the Law 
for the Election of Members of the House of Representatives. 
Japan has adopted the bicameral system in which the House of 
Peers was composed of those appointed by the emperor and the 
House of Representative is composed of those elected. Universal 
suffrage for man was introduced in 1925, and women were allowed 
to vote in 1946. In 1901, some university intellectuals tried to 
start a socialist party, but it was immediately suppressed. A 
communist party was organized in 1922. The socialist and 
communist parties combined won a total of 8 out of 832 seats in 
the House of Representative and until the end of World War II, 
they could not hold any significant numbers of seats. After the 
war, their holding increased significantly, but never became a 
majority. 
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damages such as fatalities and costs. In addition, Japan was 

involved in a series of wars before the World War II, but 

she has not engaged in war since. This means that the 

comparison between pre- and post-World War II Japan, may not 

be valid, in regards to the impact of wars on industrial 

relations, and economic and political conditions. 

For this reason, the impact of political exchange at the 

world-systemic level on industrial disputes at a subsystemic 

level cannot be incorporated into the empirical model of 

industrial disputes. Instead, analysis of the relationship 

between war and industrial disputes will be limited to the 

period of 1897-1945, focusing on the differences among other 

indicators between wartime and peacetime.Table 3.1 

summarizes wars occurred during the period of 1897-1945. 

Table 3.1. Wars Involving Japan during 1897-1945 

Year War 

... ~.~g.~.:.9..~ ............... ... ~~.7..~.~.:::.~~P.~D:~.7..~ .... ~.~E ................................................................................................... . 
1914-18 World War I 

1918-21 Russian Civil War/Siberian Intervention ..................................................................................................................................................................................... _ ... _ ................. . 
1931-33 Manchurian War 

... ~.~.~.!..:.~.~ .................. ~.~.~9..:.:!..~p..?.~.~.~.~ .... ~~.~ ..................... __ .............................................................................. . 

... ~.~.~.~.:.~.~ .................. ~~.7..~.~:::.~~p..~.~~.7..~ .... ~.?.E ................................................................................................... . 
1939-45 World War II 
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Economic exchange: The world-systemic tension transmitted 

through economic exchange can be measured by the extent of 

economic transaction of a subsystem to the world-system. The 

economic transaction may include imports and exports, 

direct and indirect foreign investment, debts and aid. 103 

In the case of Japan, who moved from a peripheral to a 

core country during the last hundred years, imports and 

exports seem to be meaningful indicators of economic 

transactions with the world-system. 104 

This study uses the proportion of Japanese exports to 

Japanese national income as an indicator of economic 

transactions (e.g., the extent of tension) with which Japan 

has to deal through economic exchange in the world-system. 

103 Some studies employ direct/indirect foreign investment 
and debts (Chase-Dunn, 1975; Muller, 1985). However, these 
indicators seem to be meaningful only to countries in the 
periphery. Further, empirical studies using these indicators are 
limited to the period after World War II, due to the lack of 
consistent data. As a result, studies of dependent development 
before World War II rely on descriptive characterization. 

104 The proportion of imports to national income or the 
sum of import and export could have been used. But, they bear 
the same result as exports. 
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A model of industrial disputes 

With these indicators, a hypothetical model can be 

derived from the conceptual model of industrial relations 

suggested in Chapter 2. The conceptual model includes three 

sets of elements and their corresponding relationships: 

exogenous factors at the world-systemic level, such as 

political and economic exchange, factors at a subsystemic 

level, that is, political and economic conditions, and the 

triadic relation among the state, capital, and labor. 

All three sets of elements affect others in the given 

order. The influence of the first two sets of factors on 

industrial relations is mediated by the triadic relations 

which directly influence industrial relations. 

The concepts and their corresponding indicators are 

summarized in Table 3.2. The hypothetical model using these 

three sets of indicators, and their relationships are 

depicted in Figure 3.1. Since some indicators such as the 

average size of labor unions and GNP growth are not 

available or are unreliable for the period before 1921 and 

1942-1946, they will have to be excluded from testing of the 

industrial dispute model. 
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Table 3.2 Description of Indicators in the Model of 
Industrial Disputes 

Level Concept Indicator Notatio 
n 

System Political War (not included) 
exchange 
Economic Proportion of export to GNP Export 
exchange 

Sub- Strength The ratio of government State 
system of state expenditures to national income 

Strength The profit ratio of Capital 
of capital manufacturing firms 
Strength Average size of labor unions Labor 
of labor 
Political Proportion of labor/socialist Party 
condition seats in the House of Rep. 
Economic GNP growth in constant price GNP 
condition 
Industrial Industrial disputes per 1,000 Dispute 
relations manufacturing firms 

Figure 3.1. A Model of Industrial Disputes 
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Data Collection 

The data used in this study came from official sources 

in Japan. The major source was The Historical Statistics of 

Japan published by the Japan Statistical Association in 

1987. The six volumes were based on the Annual Statistics of 

Japan. 

Although the method of data compilation and collection 

changed over time, the government sources are the most 

comprehensive and reliable, especially before World War I. 

The danger in using government data, as Edwards (1981) 

points out, is that they might be distorted in favor of the 

contemporary incumbent. Since Japan went through extreme 

social upheavals after the fall of Tokugawa Bakufu, the data 

may have been collected for the expediency of governmental 

process. 

Statistics on industrial disputes in Japan were compiled 

for the first time in 1897, both by the Ministry of 

Agriculture and Commerce, and the Ministry of Home Affairs. 

Compilation of statistics by the former Ministry 

discontinued in 1907, while those compiled by the latter 

continued until 1938 when the Ministry of Health and Welfare 

took charge of them. The jurisdiction over the statistics 
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was again transferred to the Ministry of Labor in 1948 under 

the name of the Labor Disputes Statistics. This ministry has 

continued to compile labor statistics to the present day. 

As the agencies were changed, the scope and depth of 

statistics also changed, reflecting the purpose for 

compiling data. For instance, before World War II, the only 

statistics compiled were the frequencies and the number of 

participants in strikes. After the War, they became more 

detailed, broken down by types of demands, size of firms 

where industrial disputes took place, types of industries, 

and results of industrial disputes. 

In addition, it should be noted that industrial disputes 

and the number of participants in the early phase of 

industrialization seem very low, considering Japan's rapid 

transition to an industrial society, and her unstable 

internal and external political relations. It is probably 

because (a) laborers were not yet organized on a massive 

scale, and (b) the police might have reported and compiled 

workers' protests only if they fell under their 

jurisdiction. A similar trend was reported by Shorter and 

Tilly (1974) for late eighteenth century France. 
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Other indicators such as GNP growth, the proportion of 

export to GNP, profit ratio of manufacturing firms, 

proportion of seats held by the socialist or communist 

parties, and the average size of labor unions were compiled 

from the same source. 
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In Chapter 2, it was argued that Japanese industrial 

relations were neither unique nor continuous, so that a 

conceptual model of industrial relations applicable to other 

industrialized countries could explain the Japanese 

experience, as well. In other words, the applicability of 

the model proposed in this study depends upon the success 

with which the culturalist argument can be discredited. An 

empirical examination of the culturalist view is the focus 

of the first portion of this analysis. 

Obviously, many studies have already indicated that the 

role of culture and tradition in institutionalizing 

industrial relations should not be overrated. Some used 

comparative data, and others employed an historical 

descriptive approach. However, the reported evidence is not 

compelling enough to uproot the culturalist argument 

completely. This study, therefore, tackles the culturalist 

core assumption of continuity that Japanese industrial 
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relations are embedded in her tradition. In so doing, it 

will be sufficient to show that there were in fact 

significant structural changes in Japanese industrial 

relations during the last hundred years. Then, the model of 

industrial relations will be applied to the Japanese case. 

Method of testing structural change 

The notion of change is embedded in most social and 

behavioral theories. lOS For example, a pre- and post-test 

design assumes a change between two periods, and the 

distinction between two periods is set by the timing of the 

introduction of treatment. In econometric models, the 

changes are incorporated into the time-varying parameters 

and structural changes can be inferred from significant 

changes in parameters estimates (Poirier, 1976). 

However, most studies of industrial disputes from a 

historical perspective adopt the assumption of continuity, 

which is expressed by an invariant coefficient in describing 

the relationship between industrial disputes and other 

105 For instance, the stages of economic development, 
business cycles, and the distinction between core and periphery 
countries and hegemonic cycles, among others, all assume 
structural change in the system. 
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relevant factors (Hibbs, 1987; Pencavel, 1970; Tracy, 1987; 

Snyder, 1974; Neuman, 1980, Kaufman, 1982). Whether it is 

linear or non-linear, a regression coefficient is assumed to 

sufficiently characterize this relationship. As a result, 

the invariant relationship over a long period (1) precludes 

the contingencies of social changes as the sudden or gradual 

temporal conditioning of historical structural relations 

(Duncan, 1975), and (2) may result in poor estimates by 

possible misspecification of the relationship. 

One practical solution to these problems is to divide 

the total period into segments or subperiods. The 

segmentation of a period is typical for an analysis of a 

long cycle or wave. For instance, Screpanti (1987) employs 

the periodization of long cycles of industrial disputes and 

Kondratieff cycles in an effort to find a synchronization of 

these two cycles. For this purpose, visual aids such as 

graphs are often used, where peaks or troughs can be 

detected by visual inspection. Although this method provides 

clear patterns of fluctuation, it is difficult to locate the 

exact turning points, so they are at best a rough 

approximation (Kondratieff, (1984 [1925]; Wallerstein, 

1983b; Frank, 1978, 1969). 
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In addition, for the segmentation of periods, a priori 

knowledge of turning points is often employed. Since wars or 

revolutions are the most visible events, they may provide 

benchmarks in historical process. For instance, Shorey 

(1977) distinguishes two different patterns of industrial 

disputes between the pre- and post- World War II periods. 

However, whether visual inspection of graphical data or a 

priori knowledge is used, little consensus on the points of 

structural changes can be found due to the lack of 

consistent indicators for historical process over a long 

period, and inappropriate methods used for the 

identification of turning points. 106 

From the data analytic point of view, Issac and Griffin 

(1989) suggested a moving regression method in order to 

identify the points of structural changes in United States 

industrial relations. 107 Using union membership as a 

106 See Goldstein (1988) for wide variations in 
periodization of long cycles. On this ground, Issac and Griffin 
(1989) criticize the previous historical quantitative studies of 
industrial relations, as being based on problematic 
presuppositions: (a) the separation of theory and history, (b) 
ahistorical conception of time, and (c) methodological autonomy. 

107 This method is based on findings of Brown et ale 
(1975). In fact, they suggest several methods of identification 
of structural changes: (a) the ordinary least square residuals, 
(b) the cumulative sums of recursive residuals, (c) the 
cumulative sum of squared residuals, and (d) the moving 
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regressor, they argue that u.s. industrial relations 

demonstrated a significant change in 1937 by showing a 

significant drop both in correlation (i.e., a standardized 

regression coefficient) and covariance between union 

membership and strike frequency. lOB 

Although the moving regression method is logically 

sound, and its estimates are statistically robust (Brown, et 

aI, 1975), it is vulnerable to misspecification. In other 

words, the changes identified by significant drops or hikes 

in correlation/covariance might have been induced by changes 

in the series other than the one of prime interest. 109 In 

addition, the moving regression method is insensitive to 

small and gradual changes, on which significant and 

permanent changes may be accumulated. 

regressions. The moving regressions have two components: Moving 
regressions and time-trending regressions. All these methods are 
in essence the same in that structural changes will be reflected 
in the behavior of residuals. Only computational methods and 
significance tests differs slightly. 

108 McCammon (1993a) uses several other regressors 
(inflation, price, and wages) and finds the same result. 

109 The problem of misspecification is endemic in 
regression analysis. Often poor estimates indicate 
misspecification. It can be shown that the moving regression 
method may lead to a misidentification of turning points if 
regressors are misspecified. 
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In order to circumvent the potential misspecification 

problem, this study employs the cumulative sum of residuals 

method, that is often used in quality control analysis 

(Wetherill et al., 1991). The logic of this method is 

similar to that for the moving regression method: If there 

are structural changes in the data generating process, they 

will be manifested by the cumulative sum of deviations from 

the means (residuals from the regression lines in the case 

of the moving regression method). The major difference 

between the cumulative sum of deviations and the moving 

regression method is that the former is based on a single 

series and the latter on two series. 

In this study, the former is preferred because of the 

misspecification potential with the latter method. Assuming 

that a data generating process (DGP) generates observed data 

(events), then the data can sufficiently describe its DGP. 

For instance, since industrial relations generate industrial 

disputes, industrial relations could be deduced from 

industrial disputes. In this process, it is not necessary to 

associate industrial disputes with other data, such as union 

membership, or inflation and prices to identify structural 

changes in industrial relations. 



134 

The analysis of a single series has been developed in 

quality control theory, or process control with three 

variants: cumulative sum of residuals method, moving average 

method, and exponentially weighted moving average method. 

The main purpose of statistical quality control is to 

identify deviant cases from the production process. Since 

the production process is ordered in time, it is possible to 

detect the timing of defective production. 

The results of this analysis can be best summarized by a 

cumulative sum of residuals control chart. The plotting is 

particularly useful in highlighting points of changes. As 

the plot itself indicates the significant changes, the 

associated statistics can confirm the significance level of 

the structural changes. 

Method of testing the model of industrial disputes 

The hypothetical model resembles a structural equation 

model, where relationships among independent and dependent 

variables are specified by arrows implying causal relations. 

In graphical presentation, this model shows a recursive 

system of structural equations. This type of structural 

equation model has been widely discussed in many disciplines 
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(Joreskog and Sorbom, 1977; Joreskog, 1973; Sobel, 1987, 

1986; Bentler, 1986; Muthen, 1984), and the estimation poses 

no difficulty with the development of inexpensive computer 

programs, such as LISREL (Joreskog and Sorbom, 1988) and EQS 

(Bentler, 1992). 

However, the estimation of this model is different from 

that used for conventional cross-sectional data, due to time 

dependent variables involved in this model. All indicators 

in this model are time-ordered data, that are most likely 

autocorrelated. The autocorrelations violate the assumption 

of independence between independent variables and their 

error terms. 110 

In order to resolve the autocorrelation problem in the 

data, this study employed the smoothing technique, which 

often removes the autocorrelation from data (An~erson, 1976; 

Box and Jenkins, 1976; Kendall and Ord, 1990). All series 

used in this study were smoothed by an exponentially 

110 with LISREL, Joreskog and Sorbom (1988) suggest the 
method of full information maximum likelihood estimation to 
handle econometric data with autocorrelation. However, standard 
errors or test statistics should not be relied heavily on, 
because they depend on the assumption of normality and a large 
sample. 
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weighted smoothing technique with lambda (weighting) = 

0.8. 111 

In this study, EQS for Windows V4.2 was used for the 

estimation of the model and CSS/STATISTICA for Windows V4.S 

was used for the test of structural changes. In addition, 

FoxPro Windows V2.S was used for data compilation and pre-

analysis. 

111 Alpha = 0.8 is chosen, because the series in this 
study is influenced most by the immediately preceding 
observations. In other words, the influence of one observation 
on another observation quickly decreases as the distance in time 
between the two observations increases. 
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As discussed in Chapters 2 and 4, the test of the 

conceptual model of industrial relations in the case of 

Japan first requires the test of structural 

changes/continuity. Although these two tests are 

conceptually distinctive, the second is necessary for the 

first to advance. More importantly, the test of structural 

changes can enrich the model of industrial relations by 

supplementing knowledge about time-specific changes, if 

there were significant changes in the development of 

industrial relations in Japan. 

Test of Structural Changes 

The test of structural changes in Japanese industrial 

relations is based on the index of industrial dispute 

intensity, which is the number of industrial disputes per 

1,000 manufacturing firms (see Chapter 4). Data for this 

index are available beginning 1897, therefore, this study 

covers the period 1897-1985. 
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The data indicate that industrial disputes in Japan were 

most intense in 1931 with an index of 56.91 and least 

intense in 1945 with an index of 1.95. The average value is 

15.44, which indicates, on average, about fifteen per 1,000 

manufacturing firms annually experienced industrial disputes 

during that period. 

Figure 5.1 shows the trend of industrial disputes during 

the period 1897-1985 (see Appendix for actual data) . 
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Figure 5.1 Intensity of Japanese Industrial Disputes (1897-
1985) 
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Figure 5.1 indicates that the intensity of Japanese 

industrial disputes fluctuated during the period of 1897-

1985, with several distinctive peaks and troughs. It also 

shows that disputes were more intense during the pre- World 

War II period than afterwards. During the former period, two 

peaks are noticeable around 1917 and 1931. During the latter 

period, two peaks can be identified around 1974 and 1981, 

but their magnitude is much smaller than those for the 

prewar period. 

Whether these peaks serve as benchmarks for identifying 

the points of structural changes can be tested by the 

cumulative sum of residuals method discussed in Chapter 4. 

If there were significant changes in Japanese industrial 

relations, these changes will be identified by this method. 

Table 5.1 shows the sum of cumulative deviations from 

the mean of industrial disputes began to drift outside the 

lower control limit in 1916. For that year, the sum of 

residuals was -141.43, while the lower control limit and the 

upper control limit were -135.13 and -74.38, respectively. 

The change in 1916 is statistically significant (p =.01) and 

Figure 5.2 shows that change occurred in 1916, where the V

mask indicates the point of departure. 
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Table 5.1 cuSurn Analysis Results of Japanese Industrial 
Disputes (1897-1918)* 

Year Cumulative Observed St.Dev LCL UCL 
Residuals Mean 

start 0.00 -507.83 299.21 
1897 1.59 17.01 0.00 -489.20 280.58 

1898 6.03 19.87 2.86 -470.56 261.94 
............................................................................................................................................................................... _ .................... .. 
1899 -2.74 6.66 13.21 -451.93 243.31 ........................................................................................................................................................................................................ 
1900 -13.86 4.31 2.35 -433.29 224.67 
1901 -22.02 7.27 2.96 -414.66 206.04 

........................................................................................................................................................................................................ 
1902 -34.15 3.30 3.97 -396.03 187.40 

1903 -46.08 3.49 .20 -377.39 168.77 
1904 -59.16 2.35 1.15 -358.76 150.13 
1905 -67.18 7.41 5.06 -340.12 131.50 

......................................................................................................................................................................................................... 
1906 -77.62 4.99 2.41 -321.49 112.86 

1907 -73.00 20.05 15.06 -302.85 94.23 
......................................................................................................................................................................................................... 
1908 -84.42 4.01 16.04 -284.22 75.59 

1909 -96.78 3.06 .94 -265.58 56.96 
1910 -109.57 2.64 .42 -246.95 38.32 

1911 -119.72 5.28 2.63 -228.31 19.69 
........................................................................................................................................................................................................ 
1912 -124.92 10.23 4.95 -209.68 1.06 

........................................................................................................................................................................................................ 
1913 -131.39 8.95 1.27 -191.04 -17.58 

........................................................................................................................................................................................................ 
1914 -137.80 9.01 .06 -172.41 -36.21 

1915 -142.48 10.75 1. 73 -153.77 -54.85 

1916 -141.43 16.48 5.73 -135.14 -73.48 
................................................................................................................................................................................... _ ................ . 
1917 -104.31 52.55 36.07 -116.50 -92.12 

1918 -76.24 43.50 9.05 
Lamda = .05 beta = .05 Detect Shift: 3.0*Sigma 
Bold-faced parameters are statistically significant at p=.Ol. 
UCL - upper control limit: LCL: Lower control limit 
* - After 1917, the series is out of control limits. 
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The result of the cumulative sum of residuals method 

however does not specify the nature of the change, that is, 

whether the state of the transition is abrupt or gradual, or 

how long the impact of transition will be sustained (i.e., 

temporary or permanent) . 
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Interrupted time-series analysis can, once a turning 

point is identified, characterize the nature of changes. 112 

Tables 5.2 summarizes results from the interrupted time-

series analysis. 

Table 5.2 Results of Interrupted 
21st point (1917) 

Time-Series Analysis at 

Type of Parameter Estimate std. t-value P 
Change 

Abrupt/ 

Temporary 

Gradual/ 

Permanent 

Error 

Constant 14.73 3.47 4.25 .000055 
........................................................................................................................................................................ 

P(l) .as .06 14.15 .000000 
........................................................................................................................................................................ 

Omega (1) 36.01 5.99 6.01 .000000 

Delta(l) .70 .14 5.05 .000002 

Constant 14.81 7.85 1.89 .062827 

P(l) .97 .05 20.74 .000000 
........................................................................................................................................................................ 

Omega (1) 33.34 7.84 4.25 .000054 
........................................................................................................................................................................ 

Delta(l) -.37 .22 -1.66 .100562 
Bo1d-faced parameters are statistically significant at p<.05 
For explanation of parameters, see footnote 112. 

112 McDowall et al. (1980) distinguish between three major 
types of impacts: (a) permanent abrupt, (b) permanent gradual, 
and (c) abrupt temporary. The types of impacts are derived by 
comparing two periods before and after the intervention. The 
types (a) and (b) are defined by the two parameters, i.e., omega 
(the average value of each period, i.e., local mean) and delta 
(the pattern of impact realization), while the type (c) can be 
defined by only one parameter, i.e., omega. For a meaningful 
interpretation of the types (a) and (b), it is important that 
both parameters should be statistically significant. 
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Table 5.2 indicates that the year 1917 was the point of 

significant intervention and the change in 1917 was abrupt, 

and its impact was temporary.113 It is noticeable that two 

analyses yielded two different years (1916 from the cuSum 

method and 1917 from the interrupted time-series analysis) 

as a turning point. This implies that the change started in 

1916 and its impact was realized one year later. 

The results from both Tables 5.1 and 5.2 indicate that 

the first change identified by the cumulative sum of 

residuals method was a temporary adjustment in industrial 

relations, although it did not occur by chance. The change 

in 1916, then, cannot be regarded as a structural change. 

Figures 5.1 and 5.2 indicate the existence of another 

turning point, especially, around the 1930s. While the 

cumulative sum of residuals method can detect only the first 

turning point, the exponentially weighted moving average 

method can be used to identify additional turning points. In 

113 A series of interrupted time-series analysis was 
performed for years between 1911 to 1920. In each run, three 
types of changes (abrupt temporary, abrupt permanent, gradual 
permanent) were tested, whether or not they were statistically 
significant. In this analysis, in order to eliminate 
autocorrelation in the series of industrial disputes intensity, 
a set of parameters was identified using the Autoregressive 
Integrated Moving Average (ARIHA) model. An AR(l,O,O) process 
fits the series very well. 
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this latter analysis, lambda (exponential weighting) = 0.8 

was used, where the actual turning point is moving by that 

amount of weighting (Westlund and Tornkvist, 1989). The 

weighting of lambda = 0.8 shifts the point of changes 

forward by approximately one year. 

Figure 5.3 shows the result of the exponentially 

weighted moving average method and there were two periods of 

significant changes during the whole period: One was in 

1918, the other was around 1930-32. The departures at these 

periods were statistically significant (p = .01). The latter 

was more intense than the first, as shown in Table 5.3. 

Figure 5.3 Exponentially Weighted Moving Average Chart of 
Industrial Disputes in Japan (1897-1985) 



Table 5.3 Exponentially Weighted Moving Average of 
Japanese Industrial Disputes (1897-1985) for 
Selected Years 

Mov.Avrg Observed st.Dev LCL UCL 
Mean 
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In other words, the second significant change started 

the earliest in 1928. The characteristics of these changes 

can also be investigated using interrupted time-series 

analysis. The significant turning point is seen to be 1934, 

and the change was abrupt and permanent. The second time-

series analysis incorporated the previous finding of the 

abrupt and temporary change in 1917. 

Table 5.4 Results of Interrupted Time-Series Analysis at 
21st (1917) and 37th (1934) Points 

Year Type of Parameter Est. std. t-value P 
Change* Error 

Constant 19.90 4.18 4.76 .000078 
.................................... ............................... ........................... ............................. .................................. 

P(l) .87 .06 14.16 .000000 
1917 Abrupt/ Omega(l) 35.46 5.73 6.17 .000000 

.................................... ............................... ........................... ............................. ................................. 
Temp. Delta(l) .67 .12 5.60 .000000 

1934 Abrupt/ Omega(2) -12.01 5.26 -2.28 .025079 
Perm. 

Bold-faced parameters are stat1stically sign1f1cant at p<.05 
* Temp. and Perm. refer to a temporary and permanent changes, 

respectively. 

Table 5.4 indicates that the change in 1917 was abrupt 

and temporary, leading to an upward trend, while the change 

in 1934 was abrupt and permanent leading to a downward shift 

in industrial disputes. It also signifies that industrial 

disputes stabilized after 1934. 



Although it may be impossible to pinpoint the exact 

point of structural changes, the findings from both the 

cumulative sum of residuals method and the time-series 

analysis indicate that Japanese industrial relations had 

gone through significant structural changes during the 

periods between the late 1910s and the early 19305. 
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Specifically, the results, especially from Figure 5.3 

and Table 5.4, signify that the year 1916 signaled a 

structural change in Japanese industrial relations, but it 

lasted for only one year. It was followed by the second 

significant change that began in 1928 and ended in 1934. The 

impact of the second change was permanent. As a result, it 

can be said that the period between 1916 and 1934 was a 

period of significant structural adjustment in Japanese 

industrial relations. 

The occurrence of structural change during this period 

does not support the argument of continuity in Japanese 

industrial relations. Rather, Japanese industrial relations 

went through a significant structural adjustment during the 
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period between 1916 and 1934, that resulted in permanent 

changes in its industrial relations. 114 

More importantly, the structural change during this 

period must have stabilized industrial relations in Japan, 

because no other significant changes followed. 115 This 

means that a new form of industrial relations began to 

emerge and stabilize following this structural change. This 

may be reflective of the beginning of permanent employment, 

a seniority wage system, and enterprise unionism, since the 

timing of the structural change coincided with that of 

institutionalization of these systems. 

Table 5.5 shows an increasing trend of the length of 

service among workers in manufacturing industries after 

World War II. The years of worker service after the war 

seemed to be much longer than those before the war. Table 

114 The timing of significant change in Japanese 
industrial disputes indicates that it took a relatively long 
time for a structural change to take place: starting in 1868, 
when Japan was initiated into the world system, it took almost 
50 years for a significant structural change in industrial 
relations to be realized. This is about the same span as a 
Kondratieff cycle. 

115 The rise of industrial disputes during the period 
1946-47 does not constitute a significant change. That could be 
an episode in Japanese labor history as the repressed labor 
under the military regime found a sudden outlet after the defeat 
of Japan. 
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5.5 also indicates that there were differences between male 

and female workers regarding their years of service. A more 

substantial difference can be found between small and large 

firms. This indicates that the permanent employment system 

might have begun among large factories and then have spread 

to small factories with a time-lag. 

Table 5.5 Average Years of Service among Workers by Size 
of Firm and Sex for Selected Years* 

Year 10-99 persons 1000 persons and over 
Total Male Female Total Male Female 

1955 NA 5.0 3.0 NA 9.8 5.4 

1960 4.3 4.8 3.4 8.3 9.8 4.6 

1965 4.8 5.5 3.7 8.3 9.8 4.4 

1970 6.1 6.9 4.7 9.1 10.7 4.8 

1975 7.4 8.4 5.7 10.9 12.2 5.9 

1980 8.5 9.5 6.9 13.2 14.7 6.8 

1985 9.2 10.1 7.6 14.3 15.9 7.4 
NA: Data not available 
* Data on the length of worker service before World War II 

are not available except for years 1900 and 1918, and 
these figures were 2.0 years and 2.1 years, respectively, 
but no breakdown by size and gender was available. These 
figures are based on recalculation of figures in Table 3 
of Saxonhouse (1976). 

It is interesting that the timing of structural changes 

in industrial relations in Japan corresponded to other 

social, political, and economic changes both in Japan and in 

the world-system. For example, in the world-system it was a 
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period of revolutions, upheavals and turmoil, as evidenced 

by the Russian Revolution, World War I, and the Great 

Depression. In Japan, the period of 1916-1934 was in the 

middle of the second phase of industrialization (1914-1937) 

that preceded mature industrialization in the 1930s (Hazama, 

1973) .116 This period also overlapped the beginning and end 

of the political liberalization of Japan, the so-called 

Taisho Democracy, that lasted from 1916 to 1932. 

Therefore, the test of structural change indicates that 

Japanese culture might not have been the decisive factor in 

accounting for the historical development of Japanese 

industrial relations. 

Test of the industrial dispute model 

Impact of war: The conceptual model of industrial relations 

consists of three sets of components: political and economic 

exchanges at the systemic level, political and economic 

conditions at the subsystemic level, and the triadic 

116 "Movement toward the creation of a modern 
occupational structure was temporarily halted in the 1920s 
because of the economic slump. However, with the economic 
prosperity of the 1930s resulting from expanding production, 
including military procurement, rapid structural change took 
place again. At this point Japan finally can be properly 
classified an industrial society" (Cole and Tominaga, 1973: 65). 



151 

relation among the state, capital, and labor. Due to the 

difficulty with the operationalization of an indicator and 

the lack of sufficient data, the hypothesized model of 

industrial disputes combines the first two sets of 

indicators into one set of exogenous variables. Further, the 

use of war as an indicator of political exchange at the 

systemic level had to be excluded from the analysis of the 

industrial dispute model, as discussed in Chapter 4. As a 

result, it is necessary to examine the impact of war 

separately before the testing of the model. Table 5.6 

summarizes the differences for various indicators between 

peacetime and wartime in Japan before 1945 and their 

statistical significance. 

Table 5.6 indicates that wars induced inflation and 

increased government as well as military expenditures. These 

increases during wartime were statistically significant. In 

addition, the profit for capital significantly increased 

during wartime, while the size of labor unions decreased 

significantly. 

However, there was no difference in the socialist/ 

communist party representation in the House of 

Representatives between wartime and peacetime, while the 



152 

union membership significantly decreased during wartime. In 

spite of the decrease in workers' strength, the lack of 

~hange in party representation indicates that 

socialist/communist party representation in the House of 

Representatives was not an effective mechanism for 

advocating for workers. 

Table 5.6 Summary of Indicators During Peacetime and Wartime 
(1897-1944) 

Indicator* Peacetime Wartime Total p*** 

Export 14.92% 16.18% 15.47% .386 

GNP 2.17% 3.78% 2.88% .289 

Party** 11.73% 11. 36% 11. 55% .896 

Military 37.76% 60.41% 47.67% .000 

State 9.10% 17.36% 12.71% .000 

Profit 6.49% 7.89% 7.05% .009 

Wage 2.62% -1.57% .79% .124 

Labor** 480.72 333.23 410.18 .047 

Inflation 2.41% 10.70% 6.04% .005 

Dispute 17.43 20.59 18.81% .483 

Years 27 21 48 
* The description of indicators is the same as in Chapter 3, 

except for Wage (percent changes in real wage) and Inflation 
(inflation rate). 

** Sample size for these indicators are 12 for peacetime, 11 
for wartime and 23 for total years, respectively. 

*** Significance level for the test of the equality of an 
indicator accross periods 
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Table 5.6 also indicates that wars Japan involved during 

the period of 1897-1945 were profitable to capital, while 

they did not significantly increase the size of the Japanese 

economy. With increasing state and military expenditures 

during wartime, the increased profit for capital implies 

that war in Japan might have induced an alliance between the 

state and capital at the expense of labor. 

The state's orientation toward labor can be further 

examined by the regression analysis of industrial disputes 

on military expenditure and other variables which were not 

included in the model of industrial disputes. 

Due to the lack of comparable data for military 

expenditures before and after World War II, the analysis was 

limited to the period 1897-1944. As before, these variables 

were exponentially smoothed (alpha = .8) in order to 

eliminate autocorrelations. Table 5.7 summarizes the results 

from the regression analysis of industrial disputes on 

military expenditures, wage, and inflation for the period of 

1897-1944. In addition, Figure 5.4 illustrates the 

relationship between military expenditures and industrial 

disputes. 
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Table 5.7 Regression Coefficients of Industrial Disputes on 
Military Expenditures, Wage and Inflation (1897-
1944) 
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Figure 5.4 Military Expenditures and Industrial Disputes 
(1897-1944) 
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Table 5.7 and Figure 5.4 show an inverse relationship 

between the proportion of military expenditures to 

government spending and industrial disputes, in such a way 

that industrial disputes decreased, as military expenditures 

increased. It indicates that the state's repression was 

inversely related to the labor's resistance. Considering the 

increase in the repressive power during wartime, as 

indicated by the significant increases in military spending 

(Table 5.6), wars Japan involved in seemed to provide the 

state with an opportunity for increasing the level of 

repression. 

This inverse relationship seems to hold for the period 

1897-1944, except for the period from the late 1910s to the 

early 1920s. During that time, there were somewhat coactive 

movements between the military expenditures and industrial 

disputes. It was probably because the beginning of the 

structural change in industrial relations in Japan resulted 

in the needs for an adjustment of the relationship between 

the state and labor. 

Test of the industrial dispute model: This hypothesized 

model contains industrial disputes (Dispute) as the main 
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dependent variable, the triadic relations (state, Capital 

and Labor) as endogenous variables, and (Party, Export and 

GNP) as exogenous variables. As discussed in Chapter 3, no 

direct effects of exogenous variables on disputes were 

allowed, because they are assumed to be channeled through 

the state, capital or labor. 

The means, variances and covariances of variables 

included in this model are shown in Table 5.8. 

Table 5.8 Means, Variances and Covariances of Indicators 
(1921-1941 and 1947-1985) 

Export GNP Party state Capital Labor Dispute 

Mean 13.7 6.1 26.6 11.4 6.3 277.9 17.1 

Export 20.1 

GNP -8.4 27.9 

Party -33.2 24.3 164.7 

state 8.4 -4.7 -28.8 21. 9 

Capital -1. 6 1.7 -7.7 3.0 5.9 

Labor 424.7 -184.9 -1421 131. 4 78.3 23035 

Dispute 27.1 -19.3 -95.1 2.4 -4.9 1133 144.8 

This model was estimated by the maximum likelihood 

method and fitted well with X2= 6.13 based on 3 degrees of 

freedom (p=O.14). Table 5.9 summarizes the direct effects of 

parameter estimates specified in the model. The effect was 



statistically significant at (p=.05), if its t-value was 

greater than 1.96, or smaller than -1.96. 

Table 5.9 Summary of Direct Effects (Non-standardized 
Solution) and Covariances among Exogenous 
Variables (1921-1941 and 1947-1985) 

state Capital Labor Dispute 
Party Coeff. -.137 -.084 -6.889 

s. Error ( .052) .028 (1.228) 
t-value -2.647 -2.977 -5.611 
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···E·xp·or·t .... ·········· .. co·e:f"i·:· .. ············· .. ·· .. ·· ...... ········: .. f9·4 .. · .... · .. ···· .. ·:::·~·2·36········· .. ···1"iif:··S·64·· .. ······ .. · .. ···· .. ··· .. ······· .. ·· 
s. Error (.148) (.077) (3.374) 
t-value 1.311 -3.073 4.702 

· .. GNp····· .. ··· .... ··········· .. C·oe·f·i·:·· .. ··· .. ·········· .. ···· ...... · .. ····:·C)"O·S .... ··· .. ············:·CH3"7· .. ··············f·:··;fg·3··································· .. 
s. Error (.110) .056 (2.335) 
t-value .070 1.540 .639 

···S·tii·te;····················Co·ef·i·:································· .... ·········· .... ··· .... ·············~·i·35· .. · .. ····:::1·0·:··65·0·················::·:··0·0·6'··· 
s. Error .067 (2.831) (.254) 
t-value 2.005 -3.762 -.022 

···c·ap·r:f"al······ .. · .. ··co·ef·i·: .. · .. ·············· .. ··· ............................................................... ··········1·0·:··50·,·············:::·1"·: .. 57·0··· 
s. Error (5.344) (.495) 
t-value 2.527 -3.171 

···r:·ab·or····· .. ·· .. ·········Co·ef·i·: .. ······· .... ······· ..................................................................................................................... ··:··05·5·" 

s. Error (.008) 
t-value 7.039 

• Covariance among Exogenous Variables 

Covariance 
s. Error 
t-value 

Export-GNP 
-8.352 

(3.298) 
-2.533 

Export-Party 
-33.217 
(8.722) 
-3.809 

GNP-Party 
24.348 

(9.460) 
2.574 

Bold-faced parameters are statistically significant at p<.05 
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Table 5.9 shows that some relationships are 

statistically significant, while others are not. The 

coefficients can be interpreted in the same way as 
--
regression coefficients. For example, the coefficient -1.570 

between Capital and Dispute means that industrial disputes 

decreased by 1.57 (i.e., 1.57 fewer disputes per 1,000 

manufacturing firms) as the profit for capital increase by 1 

percentage point. With graphical representation of 

standardized coefficients, it is much easier to interpret 

the complex relationships, as Figure 5.5 shows. 

,---------- •. 582 ----------... 

~---- -.376 -----_ 

-.577 

~"M . 1 -0437 

• 359 

-.353 

111LOO1 ___ ~~~~----- .215 ___ =-!tr-----. 

lL _________ .~2------_____ ~ 

Figure 5.5 A Schematic Diagram of Industrial Dispute Model 
(1921-1941 and 1947-1985) 

Bold-faced coefficients are statistically significant (p=.05). 
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Figure 5.5 indicates that there are some significant 

indirect effects. ll? For instance, the state's strength 

does not directly affect industrial disputes, but it may 

have a significant impact on industrial disputes through 

both capital and labor. Table 5.10 summarizes the indirect 

effects among indicators. 

Table 5.10 Summary of Indirect Effects (Non-standardized 
Solution) (1921-1941 and 1947-1985) 

Party Coeff. 
S. Error 
t-value 

State Capital 
-018 

(7.885) 
-.002 

Labor 
.081 

( .833) 
.097 

Dispute 
-.210 

(.103) 
-2.038 

· .. E·xp·or·F·· .. · ...... · .. ·co·ef"f': .. ············ .. · .. ······ .. ······ .. · .. : .. o·o·o··· ........ ··· .. · .. ···:·cEfEi .. ·· .. ·······:·4·:··90·3"···· .. · .. · .. ··· .. · .. : .. 92·,.·· 
s. Error (12.093) (18.500) (2.159) (.271) 
t-value .000.001 -2.272 3.419 

···GNp·· .. · .... ······· ...... ·····co·ef·i·:· .. ························ .. ····::··:·O·O·o-.. ········ .. ·· .. · .. ··:·Ci"01········· .. ······:r:··:rO·:r····················:··Oci";r .. 
S. Error (4.089) (6.256) (1.315) (.162) 
t-value -.000 .000 .837 .024 

···s·ti3·te········· .... ····· .. co·ef·i·: .. ··········· .. ··· .. · ........................................................... · .. ··················:r:··82·1·················:·:··69·3'" 
s. Error (1.159) (.190) 
t-value 1.571 -3.646 

· .. c·ap·if·aI .... ·········co·ef·i·: .. ········ .. ············ .................................................................................................................. ':"73'7'" 
S. Error (.310) 
t-value 2.379 

Bold-faced parameters are statistically significant (p=.05). 

117 Under the convention of linear structural equation 
models, total effect is the sum of the direct and indirect 
effects. The total effect is equivalent to its correlation 
coefficient and direct effect is its regression coefficient. The 
standard error of the indirect effect can be calculated for 
significance testing (Sobel, 1987, 1986). 
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Tables 5.9, 5.10 and Figure 5.5 indicate that industrial 

disputes in Japan during the period of 1921-1941 and 1947-

1985 have resulted from the triadic relations among labor, 

capital, and the state in such a way that industrial 

disputes in Japan have been directly affected by the 

strength of labor and capital, and indirectly by the state. 

That is, strong labor unions tended to increase the 

likelihood of industrial disputes, while strong capital 

decreased them. The state's strength as measured by the 

proportion of public spending to national income did not 

directly influence the likelihood of industrial disputes. 

Indirectly it affected them mainly through the suppression 

of labor on one hand (indicated by the negative standardized 

coefficient -.329 between the state and labor) and through 

its alliance with capital on the other (indicated by the 

positive standardized coefficient .261 between the state and 

capital). The indirect effect of the state on industrial 

disputes was negative and statistically significant. 

The relationship between capital and labor was positive 

and statistically significant, as the strength of labor 

increased in line with that of capital. Table 5.9 indicates 

that labor unions increased membership by approximately 15.6 
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new members as capital augmented 1 percent point of profit. 

This coactive relationship indicates that a balanced 

competition continued between capital and labor. 

Economic and political exogenous factors have influenced 

the triad in more complicated ways: The socialist/communist 

party representation in the House of Representatives related 

significantly to all endogenous variables in negative ways. 

In addition, its significant negative indirect effect on 

industrial disputes, equivalent to its total effect in this 

model, indicates that the socialist/communist party 

representation has been an important mechanism in mediating 

industrial conflict by checking the balance among the state, 

capital and labor. Consequently, as the socialist/communist 

parties held more power in the House of Representatives, 

industrial disputes declined. This finding is consistent 

with Hibbs' (1987, 1978) interpretation of the declining 

trend of industrial disputes in the twentieth century, and 

that the distributional struggle shifted from the private 

market place to the public arena, where labor and capital 

compete through political negotiation and electoral 

mobilization. 
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Economic growth, as a measure of economic condition, 

showed non-significant direct relations with the triad, and 

.a non-significant indirect relationship with industrial 

disputes. These results mean that the triadic relations as 

well as industrial disputes in Japan might have been 

independent of economic growth (the size of economy) .118 

However, the proportion of exports to national income was 

positive and significant, with strength of labor and 

industrial disputes. These positive relations indicate that 

union membership increased as the contribution of exports to 

the national economy increased, which should be accompanied 

by expansion in the export sector. 

The significant, but negative relationship between 

exports and capital seems counter-intuitive. If foreign 

markets had been less profitable to capital than the 

domestic market, it would not have provided capital with the 

incentive to expand its exports. It was in no way consistent 

with the Japanese obsession with exports (Komiya, 1990; 

Yamazawa, 1990). Table 5.10, however, suggests a plausible 

118 However, when GNP growth is replaced with inflation as 
an indicator of the uncertainty in the economy, its relationship 
with both capital and industrial disputes is significant, while 
its relationship to the strength of labor is negative and 
significant. These results are not shown here. 
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explanation for this contradiction. Although the link is not 

statistically significant, exports increased the state's 

public spending while at the same time improved profits for 

capital significantly. This indicates that the profits from 

exports were channeled through the state to both capital and 

labor. This interpretation is consistent with Japanese 

export practice, namely, the state's heavy subsidies to the 

export sectors, high prices for domestic consumption to 

compensate the low prices for export, and a protected 

market. 

Finally, exogenous variables were interrelated in such a 

way that economic growth and socialist/communist party 

representation went together. They were both inversely 

related to the proportion of exports to GNP. Within the 

context of this model, it is hard to explain the exports' 

negative relations with other exogenous variables. They may 

be related to the chronic imbalance of foreign trade between 

exports and imports in Japan before the 1980s' (Komiya, 

1990) . 

In sum, results of this analysis suggest that industrial 

disputes in Japan during the period of 1921-1941 and 1947-

1985 were influenced by the interplay between the state, 
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capital, and labor as well as by economic and political 

conditions. Specifically, labor has been in competition with 

capital, while the state favored the latter. These relations 

among the triad indicate an alliance between the state and 

capital, against labor. Socialist/communist parties 

functioned to balance the struggle among the state, capital 

and labor. 

Comparison between Before and After World War II: This study 

proposed that Japanese industrial relations went through a 

significant structural change during the period of 1916-

1934. The structural change implies that the relationships 

specified in the model should not be the same between, 

before, and after the structural change. Table 5.11 

summarizes the means, variances and covariances among 

variables before World War II. 

Table 5.11 Means, Variances and Covariances of Indicators 
(1921-1941) 

Export GNP Party state Capi tal Labor Di8pute 

Mean 17.2 3.3 10.9 14.3 7.2445.0 26.8 
............................................................................................................................................................................................................................. 
Export 10.2 
GNP 6.1 41.7 
Party 0.4 
state 3.2 
Capital 

Labor 

Dispute 

0.8 

208.0 

-3.4 

0.6 
3.4 

-0.1 

182.4 

6.7 

42.1 
-6.7 47.7 
3.9 6.0 2.4 

184.0 -396 -73.0 20933 

-39.0 -39.0 -19.6 677.3 198.9 
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Table 5.12 summarizes results for the period of 1921-41 

using the industrial dispute model. The model was fitted 

well with X2 = 1.10 based on 3 degrees of freedom (p=0.78). 

Table 5.12 Summary of Direct Effects (Non-standardized 
Solution) and Covariances among Exogenous 
Variables (1921-1941) 

Party Coeff. 
S. Error 
t-value 

state 
-.162 

( .233) 
-.695 

Capital. 
.115 

(.036) 
3.217 

Labor 
7.434 

(4.266) 
1. 742 

Dispute 

···E·xp·or·t··· .. ·· .. ·······co·ef"f:·:··· .. · .. ··· .... · .. ·· .. · .. · .... ······ .. ~·2·9·9·· .. ·················:·(j"4·6········· .. ··2·.ii"~·14·S .. ······ .. ··· .. · .. ·· ...... · ...... ···· 
S. Error (.495) (.076) (7.416) 
t-value .604 .607 3.256 

···GNp······ ...... ···············Co·ef·i·:··· .. · .. ············ .. ·· ........ ······~··6·;r6·· .... ·· ...... ···::·:·0·2·3·················· .. ·:··92·1································ .. ··· 
s. Error (.245) (.037) (3.634) 
t-value .164 -.607 .254 

···S·ta·te······ .. ············Co·ef·i·:· .... ·· .. ·························· ...... ····················· .... ·· .. ·~·i·4·0· .... ··· .... ·::·3·: .. 6·8·9········ .... ·········:··3·7·9· .. 
s. Error (.034) (4.483) (.231) 
t-value 4.140 -.823 1.636 

···c·apIt·aI .... · .. ······co·ef·f:·········· .. · .... ·········· ............................................................... ····:.::4·1":··88·;3"· .. ·········:.::·8·:··94·S· .. 
s. Error (21.683) (1.006) 
t-value -1. 932 -8.889 

···r:·ab·or············ .. ······Co·ef·i·:·········· .. ··· .. · ......................................................................................................................... : .. O·O·S·· .. 

S. Error (.010) 
t-value .864 

• Covariance among Exogenous Variables 

Covariance 
S. Error 
t-value 

Export-GNP 
6.108 

(4.809) 
1.270 

Export-Party 
.393 

(4.633) 
.085 

GNP-Party 
.551 

(9.374) 
.059 

Bol.d-faced parameters are statistically significant (p=.05). 
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Figure 5.6 schematically summarizes the results in Table 

5.12, using standardized coefficients. 

A---------- .333 -----------~ 
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Figure 5.6 A Schematic Diagram of Industrial Dispute Model 
(1921-1941) 

Bold-faced coefficients are statistically significant (p=.05). 

Tables 5.13 summarizes mean and variance/covariance 

among variables after World War II. 

Table 5.13 Means, Variances Covariances of Indicators (1947-
1985) 
Export GNP Party state Capital Labor Dispute 

Mean 11.5 7.6 35.2 9.8 5.8 185.6 11.7 ···E·xp·or·t·········· .. ······"i'l-:·::;······· .. · __ ··_· __ ....... _ ... - ..................... _ ......................................... _ ................ _-_._ .... . 

GNP -6.5 11.4 
Party 3.4 -0.7 18.2 
state 1.1 -2.2 -1.6 1.2 

Capital -6.1 5.0 -1.5 -0.9 7.2 

Labor -39.6 22.3 -17.5 -5.6 27.3 -26.8 
Dispute 9.6 -9.9 8.0 -0.1 7.2 35.5 196.9 
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The results from the application of the industrial 

dispute model to the period of 1947-85 are shown in Table 

.5.14. The model was fitted with X2 = 2.87 based on 3 degrees 

of freedom (p=O.39). 

Table 5.14 Summary of Direct Effects (Non-standardized 
Solution) and Covariances among Exogenous 
Variables (1947-1985) 

Party Coeff. 
S. Error 
t-value 

state 
-.103 

(.033) 
-3.134 

Capital 
-.005 

(.086) 
-.062 

Labor 
-.684 

( .292) 
-2.338 

Dispute 

···E·xp·or·£················co·e:f"i·:· .... ··· .. ····· .. ··· .. ··········· .... ·~··6·5·5 .. · .. ·· .. ··· .. ···:::·:·44·0·············:::·2"·: .. 31·S····· .. · .... ·········· .. · .. ···· .. ···· 
s. Error (.047) (.112) .454 
t-value 1.152 -3.929 -5.109 

···GNp··········· .. ········ .. · .. ··Co·ef·i·:············· .. · .. ···············:··~·i·32·· .. ····· .. · .. ·······:·:r3·2· .. ··············::·:·5·9·7·········· ...... ············· .. ······ 
s. Error (.042) (.109) (.378) 
t-value -3.172 1.209 -1.578 

···S·t"i3"te;····· .... · .. ········Co·efT: .. ············ .. · .... ········· .. · .. ··········· .. ···················::·:"1I·9· .. ···· .. ·· .. :·3"~ifis·················::·:··8·:7"3 .. · 
S. Error (.382) (1.303) (.986) 
t-value -.311 -2.446 -.974 

···c·ap·r:E"al···· .. ·······co·ef·i·: .. · .. ········· .. · .... ···· ................................................................ ············i·:··6S·S .. ···············::·:··;r2·0 .. · 
S. Error (.560) (.496) 
t-value 3.009 -.846 

···r:·ab·or· .. ·········· .... ···Co·ef·i·: .... ···· .. ···· .. · .. · .. ·· ............................................................................................................... ::·:··lci"3···· 

S. Error (.109) 
t-value 1.209 

• Covariance among Exogenous Variables 

covariance 
S. Error 
t-value 

Export-GNP 
-6.492 

(2.382) 
-2.725 

Export-Party 
3.431 

(2.465) 
1.392 

GNP-Party 
-.722 

(2.661) 
-.271 

Bold-faced parameters are statistically significant (p<.05). 
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Figure 5.7 schematically summarizes the results in Table 

5.14, using standardized coefficients. 

·----------------------~08--------------------~ 

-.160 

1 
-.045 I Dispute I 

" -.501 

~L'M ___ ~~~~~~------ .321 ---:::~--"--' 
lL. ___________________ -.161 ____________ --' 

Figure 5.7 A Schematic Diagram of Industrial Dispute Model 
(1947-1985) 

Bold-faced coefficients are statistically_significant (p=.05). 

A comparison of Tables 5.11 and 5.13 indicates that the 

period 1921-41 compared to the period 1947-85 was 

characterized by: (1) a higher proportion of exports and 

government expenditure to national income, (2) a higher 

profit rate for capital, (3) lower economic growth, (4) 

lower level of socialist/communist party representation in 
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the House of Representatives, and (5) stronger unions with 

more industrial disputes. 

A comparison between Figures 5.6" and 5.7 clearly shows 

two different patterns of relations, especially in triadic 

relations. During the period of 1921-41, there was 

indication of the existence of an alliance between the state 

and capital, and consequently industrial disputes were 

inversely related to the strength of capital. Against the 

state and capital alliance, labor had little impact on 

industrial disputes in spite of its increased membership due 

to expansion in the export sector. Rather, labor's 

relationship to capital was negative and nearly significant, 

indicating that labor during 1921-41 did not fare well with 

the alliance between the state and capital. Moreover, the 

socialist/communist representation in the House of 

Representatives did not have any significant impact on the 

strength of labor. Rather, it was positively related to the 

profit for capital, indicating the political condition 

during 1921-41 was extremely unfavorable for labor. This 

interpretation is consistent with findings in regard to the 

impact of wars on industrial disputes, as well as, economic 

and political conditions as shown in Table 5.6. 
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During the period of 1947-85 the triadic relations 

changed drastically in that the alliance between the state 

and capital disappeared, although the negative relationship 

between the strength of the state and that of labor was 

sustained. Moreover, the positive relationship between 

capital and labor indicates that their strength was coactive 

during 1957-85. Also, the political condition seemed to be 

favorable for labor relative to the state and capital, as 

the socialist/communist representation in the House of 

Representative balanced the strength of the state. And the 

representation also appeared to channel worker's discontent 

as indicated by its inverse relationship with the size of 

labor unions. 

It is interesting that the relationships among the triad 

and industrial disputes also changed completely during the 

period of 1947-85, No elements of the triad influenced the 

likelihood of industrial disputes. Significantly, the 

directions of relationships between industrial disputes, 

strength of labor and the state were changed. 

All of these changes indicate that industrial relations 

in Japan before World War II might have been different from 

those after World War II. The results support the 
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proposition stated earlier in this paper regarding the 

significant structural change in Japanese industrial 

relations during 1916-1934. A word of caution against over

interpretation of these. results may be in order, primarily 

because of the small sample sizes in both periods. 

Summary 

The first part of data analysis focused on the 

historical trend of Japanese industrial disputes, especially 

on whether there were significant structural changes. 

Findings from the cumulative sum of residuals method and 

interrupted time-series analysis indicate that there was a 

significant structural change in Japanese industrial 

relations, and that it occurred during the period 1916-1934. 

The timing of the structural change in Japanese industrial 

relations corresponded to that of social, political and 

economic changes in Japan as well as in the world-system, 

including the second phase of industrialization and 

democratization in Japan, World War I and the Russian 

Revolution. The finding of structural change not only 

discounted the culturalist argument, but also suggested that 

the change in industrial relations went along with the 



changes in environment both exogenous and endogenous to 

industrial relations. 
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By incorporating these exogenous and endogenous factors, 

the hypothetical model of industrial disputes was tested by 

the linear structural equations model. The results from the 

analysis indicate that, during the period of 1921-1941 and 

1947-1985, industrial disputes in Japan were affected by the 

strength of labor (positive) and capital (negative) 

directly. The state indirectly influenced the likelihood of 

industrial disputes, as the strength of the state was 

negatively related to industrial disputes. 

The relations among the triad further indicate that 

there was an alliance between the state and capital against 

labor, as manifested by the significant positive coefficient 

between the state and capital, and the significant negative 

one between the state and labor. Into this triadic 

relations, the political conditions measured by the 

proportion of seats held by socialist/communist parties in 

the House of Representative, which is favorable to labor, 

functioned as a balance between the alliance and labor. 

Economic conditions, measured both by the proportion of 

exports to GNP and the GNP growth rate, showed mixed impact 
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on the triad, in such a way that exports increased the 

strength of labor and decreased that of capital, indicating 

that the expansion of export sectors increased the size of 

unions. The negative relation between the profit ratio of 

capital and the expansion of foreign market relative to 

domestic market may be explained by the export-driven policy 

in Japan. However, the changing size of economy was not 

related to any of the triad. 



CHAPTER 6 

SUMMARY AND DISCUSSION 
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Since Japan entered into the modern world-system, a vast 

number of Western scholars devoted themselves to exploring 

the mystique of Japan. Their efforts are justified, since 

Japan is thus far the only Asian country to have moved from 

a peripheral to core country in a relatively short time 

period. For the same reason, after World War II, studies of 

Japanese industrial relations proliferated, and they in one 

way or another expanded our understanding of Japanese 

industrial relations in particular, and industrial relations 

in general. At the same time, as our understanding expands, 

so does the myth of Japanese industrial relations. This 

study was an attempt to encourage the former and to reduce 

the latter, based on a quantitative analyses of the 

development of industrial relations in Japan from 1897-1985. 

The analysis of Japanese industrial relations is based 

on a conceptual model of industrial relations, that 

incorporates several elements at three different levels. The 

first set of elements included such actors as the state, 
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capital, and labor, who directly effect the rule-making of 

industrial relations. The second and third sets of elements 

include environmental factors, such as political and 

economic factors at a subsystemic, and the world-systemic 

levels, respectively. The dynamic interactions between 

exogenous factors, endogenous factors, and actors were 

assumed to affect the configuration of industrial relations. 

A glance at the historical development of Japanese 

industrial relations and a review of previous theories of 

industrial disputes further specified the relationships 

among the actors and factors contained in the conceptual 

model. 

First, it was argued that the characteristics of 

Japanese industrial relations, such as a permanent 

employment system, seniority wage system, and enterprise 

unionism, were neither the offshoots of Japanese tradition, 

nor were they unique with regard to industrial relations in 

other industrialized countries. They were rather the 

outcomes of Japan's adaptation to industrialization, and 

they should be understood as functional alternatives rather 

than unique characteristics, as Cole (1971) suggests. 
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Second, a conceptual model of industrial relations was 

proposed. The model was based on the competition and 

struggle between the state, capital, and labor for the 

distribution of resources. The struggle is influenced by the 

amount of resources each actor can mobilize. The resources 

in turn are affected by political and economic conditions in 

a subsystem, and by its political and economic exchange 

relations to the world-system. From this conceptual model, a 

hypothetical model of industrial disputes was delineated, in 

conjunction with availability and reliability of data, and 

the validity of the model. 

The application of this hypothetical industrial dispute 

model to the Japanese case, however, required first an 

examination of the unique aspects of Japanese industrial 

relations. Results from the cumulative sum of residuals 

method and interrupted time-series analysis indicated that 

there was a significant structural change in Japanese 

industrial relations during the period 1916-1934. The change 

went along with other social, economic, and political 

changes both in Japan and the world-system. 

Findings from the test of the industrial dispute model, 

using the method of linear structural equation models 
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further indicate that industrial disputes in Japan were a 

function of interactions among the state, capital and labor. 

The strength of labor increased the number of incidents of 

industrial disputes, while strong capital decreased them. 

The strength of the state did not directly influence the 

likelihood of industrial disputes. However, it indirectly 

decreased industrial disputes by promoting the strength of 

capital and suppressing labor, indicating an alliance 

between the state and capital against labor. 

Economic conditions indirectly influenced industrial 

disputes, as the expansion of exports relative to the 

d0mestic market increased the strength of labor and 

decreased the profit for capital. Political conditions 

favorable to labor indirectly decreased industrial disputes 

in such a way that labor-oriented political parties 

decreased the strength of capital, the state, and labor. 

This result implies that political parties favorable to 

labor functioned as a mediator in industrial relations. 

Nonetheless, it is not the intention of this study to 

claim that the model embraces all elements contributing to 

the development of industrial relations in Japan. Rather, it 

should be understood as an extraction of socio-historical 
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processes at the macro-level, which may consequently result 

in its disjuncture from real life complexity. 

It should be pointed out that tests of the model of 

historical processes may be hampered by the lack of 

appropriate indicators and inconsistent practices in data 

compilation. Nonetheless, the hope for the application of 

this model to other countries is yet reserved. 
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Appendix: Data* 
Year Export GNP Party state Capital Labor Dispute 

1897 8.6 -1.2 16.3 5.7 3.3 NA 17.0 
1898 7.6 3.6 7.3 6.0 4.3 NA 19.9 
1899 10.1 7.0 7.3 6.5 4.1 NA 6.7 
1900 8.4 -1.4 7.3 7.6 5.1 NA 4.3 
1901 16.3 3.8 7.3 8.1 6.6 NA 7.3 
1902 10.6 -1.7 8.6 7.9 5.5 NA 3.3 
1903 11.7 0.5 14.6 8.9 8.0 NA 3.5 
1904 12.6 10.9 14.5 18.0 7.8 NA 2.3 
1905 13.3 -4.4 14.5 20.3 11.0 NA 7.4 
1906 14.8 -0.5 14.5 14.7 11.3 NA 5.0 
1907 13.5 3.8 14.5 9.0 7.7 NA 20.0 
1908 11.7 2.8 16.9 8.2 7.6 NA 4.0 
1909 13.2 2.4 16.9 8.5 6.1 NA 3.1 
1910 14.6 6.5 16.9 8.6 6.0 NA 2.6 
1911 13.3 1.1 16.9 9.1 5.7 NA 5.3 
1912 13.6 0.1 12.1 8.3 5.5 NA 10.2 
1913 15.7 0.9 12.1 6.8 5.7 NA 9.0 
1914 15.8 0.7 12.1 7.5 6.1 NA 9.0 
1915 19.2 5.8 12.6 7.3 5.8 NA 10.7 
1916 23.9 8.3 12.6 5.9 8.1 NA 16.5 
1917 26.2 9.0 15.7 4.9 9.1 NA 52.5 
1918 23.2 8.6 15.7 4.9 8.6 NA 43.5 
1919 18.5 5.0 15.7 5.7 8.8 NA 41.4 
1920 16.7 -0.5 10.1 6.8 7.7 NA 20.1 
1921 12.5 6.4 10.1 7.5 7.7 344.8 17.0 
1922 15.5 -2.6 10.1 7.7 7.7 353.2 18.3 
1923 13.9 -4.6 10.1 7.8 6.1 290.6 20.0 
1924 15.4 12.5 21.3 7.6 7.4 486.7 25.6 
1925 18.7 -2.9 21.3 6.6 7.4 556.4 22.6 
1926 18.1 0.7 21.3 7.1 6.5 583.5 37.5 
1927 18.2 3.4 21.3 8.5 6.3 612.9 27.9 
1928 17.9 6.5 5.8 10.2 6.8 616.6 27.8 
1929 18.7 0.5 5.8 9.9 6.8 525.4 38.6 
1930 15.7 1.1 2.6 9.9 5.0 497.6 56.1 
1931 14.1 3.3 2.6 15.5 4.4 451.1 56.9 
1932 15.9 1.0 4.1 17.0 4.7 405.2 47.3 
1933 19.0 4.2 4.1 17.3 6.2 408.3 30.3 
1934 21.3 10.8 4.1 15.5 7.0 402.0 28.8 
1935 22.7 2.4 4.1 15.7 8.0 411. 5 24.6 
1936 23.1 3.1 12.9 15.3 7.8 432.3 21. 6 
1937 22.0 23.7 13.3 20.2 8.0 472.3 24.8 
1938 19.7 3.4 13.3 25.0 8.8 513.4 10.3 
1939 20.3 0.8 13.3 21. 6 9.0 707.6 13.1 
1940 17.3 -6.0 13.3 24.5 10.0 193.0 9.3 
NA: Data are not available. 
* See Table 3.2 for the description of data. 
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Appendix: Data (conti nued) 
ear Export GNP Party state Capital Labor Dispute 

1941 12.1 1.6 13.3 30.1 10.2 81.4 4.8 
1942 8.3 1.3 15.9 31. 5 NA 37.0 4.5 
1943 5.6 -0.3 15.9 35.8 NA 51.7 6.2 
1944 3.6 -3.4 15.9 37.2 NA NA 4.4 
1945 0.0 NA 15.9 29.2 8.9 747.9 1.9 
1946 0.6 NA 41.4 11. 6 4.6 280.9 14.0 
1947 1.0 8.4 38.2 7.8 15.8 244.1 8.5 
1948 2.7 13.0 38.2 10.6 12.1 196.8 9.2 
1949 6.2 2.2 26.2 11.7 4.0 191. 9 5.8 
1950 8.9 11.0 26.2 11.1 4.9 198.1 7.4 
1951 11.2 13.0 26.2 10.1 12.7 205.7 6.3 
1952 9.3 11.7 26.2 10.7 7.3 205.4 6.4 
1953 8.1 6.3 25.1 11.1 7.3 193.9 6.0 
1954 9.8 5.8 30.9 11. 0 6.2 190.3 5.8 
1955 11.1 8.8 36.0 10.4 4.4 192.6 5.8 
1956 12.1 7.3 36.0 9.6 6.1 186.4 5.6 
1957 12.0 7.5 36.0 9.1 6.8 183.1 6.9 
1958 11.3 5.6 38.3 9.6 4.6 182.0 8.0 
1959 11.7 8.9 38.3 9.4 5.3 180.1 7.7 
1960 11.1 13.3 38.3 8.9 6.8 180.9 10.3 
1961 9.6 14.5 36.4 8.4 6.9 180.8 9.6 
1962 10.0 7.0 36.4 8.8 5.2 183.7 8.4 
1963 9.5 10.5 36.4 9.0 5.2 186.2 6.6 
1964 10.4 13.1 38.8 8.8 4.5 187.6 7.7 
1965 11. 2 5.1 38.8 9.2 3.7 190.4 10.0 
1966 11.1 10.5 38.8 9.0 4.9 190.9 11. 6 
1967 10.2 10.4 37.9 8.6 6.1 189.4 9.0 
1968 10.9 12.5 37.9 8.3 6.3 190.6 11. 9 
1969 11.5 12.1 37.9 8.3 6.9 189.5 16.2 
1970 11. 9 9.5 31.1 8.2 5.9 188.4 13.2 
1971 12.3 4.3 31.1 8.7 3.9 187.2 20.3 
1972 11.3 8.5 31.1 9.0 4.7 184.8 16.0 
1973 11.4 7.9 38.5 9.1 7.1 182.9 27.0 
1974 15.6 . -1. 4 38.5 10.0 4.7 181. 7 28.4 
1975 14.3 2.7 38.5 11.1 1.4 179.9 22.1 
1976 15.3 4.8 38.5 10.9 3.2 176.7 20.6 
1977 14.9 5.3 37.2 10.8 3.4 174.1 15.3 
1978 12.9 5.2 37.2 10.7 4.0 172.6 13.2 
1979 13.0 5.3 37.2 10.7 5.8 169.6 9.3 
1980 15.7 4.3 35.6 10.8 5.3 168.4 9.9 
1981 16.7 3.7 35.6 11. 0 4.3 167.7 18.4 
1982 16.3 3.1 35.6 10.9 3.9 167.6 17.5 
1983 15.9 3.2 35.6 11.0 4.1 166.6 12.2 
1984 17.3 5.1 38.2 10.9 4.9 165.7 9.5 
1985 18.0 5.2 38.2 19.9 4.4 165.4 10.4 
NA: Data are not available. 
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