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ABSTRACT 

The Japanese family/firm analogy has been utilized in 

the past by anthropological and business scholars for the 

purposes of better understanding the traditional Japanese 

family household (the ie) and the modern-day firm. The 

purpose of this study is to determine the appropriateness and 

utility of this analogy. To accomplish this, the study 

reconstructs the analogy by describing the models and theories 

upon which it is based and then examines it from a critical 

viewpoint. The conclusions are mixed. The study finds that 

the family/firm analogy is applicable, but only within the 

narrow limits defined by the specific ie and modern firm 

models. The analogy suffers further from its 

misrepresentation of Japanese families and firms, internal 

contradictions, and a disregard for social, economic, and 

political contexts. What is ultimately lost through the use 

of the analogy is the great complexity and diversity of 

Japanese society. 
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CHAPTER 1 

INTRODUCTION 

It has been noted by anthropologists and linguists 

alike that most of the human conceptual system is metaphorical 

in nature (Collins & Gentner 1987, Lakoff & Johnson 1980). 

Through metaphor, humans are capable of "understanding and 

experiencing one kind of thing in terms of another" (Lakoff & 

Johnson 1980:5) . The analogy between the traditional Japanese 

family and the modern-day Japanese firm (what I refer to in 

this paper as the "family/firm" analogy) is one such example. 

Cole (1971:172) illustrates the analogy in stating that: 

The head of the household is the father 
who corresponds to the head of the 
company, the company is the house and the 
worker is one of the children under the 
authority of the parents. 

De Mente (1981:137), in a book geared towards American 

businessmen with affairs in Japan, also uses the family/firm 

analogy in describing the decision-making process in 

Japanese companies: 

The western business executive who approaches 
a large Japanese company should...keep in mind 
that he is dealing with a "family"...and that 
with only rare exception one member cannot 
commit the "family" to anything. The Japanese 
executive on whatever level must obtain the 
advice and consent of his "family relatives". 
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While the above examples are looking at the firm in 

terms of the family, the analogy actually operates in two 

directions: family as firm (from here on, the "family-firm" 

analogy), and firm as family (from here on, the "firm-family" 

analogy). The family-firm analogy has been of great interest 

to anthropologists, who often report that families in Japan 

function like corporations, and the firm-family analogy has 

received considerable attention in management writings, which 

often allege that Japanese firms behave like families.1 

Despite the popularity of such analogies, their use 

does not necessarily result in more clear or accurate 

understandings of the things being compared. Peter Drucker, 

one of the foremost American experts on Japanese management, 

cautions of the pitfalls of using analogies (1975:243): 

The student of institutions is prone to 
start with a "model," whether he is 
conscious of this or not. He then 
tends...to impose the model and to 
describe behavior in terms of the model, 
disregarding the inconvenient fact that 
actual behavior does not follow the 
model. 

1The firm-family analogy has actually been the topic of 
serious debate over the past thirty years among Western 
scholars attempting to understand the basis for Japan's 
industrial complex. This debate, which was initiated by 
Abegglen's (1958) book entitled The Japanese Factory, has 
since become known as "The Japanese Factory Controversy." The 
debate pits Abegglen and his followers (e.g., Dore 1973) 
emphasizing the priority of social and cultural influences in 
determining Japanese industrial organization against those 
emphasizing the priority of economic influences (e.g., Cole 
1971 & 1979, Marsh and Mannari 1976). 
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Considering this warning, the purpose of this paper is to 

examine the Japanese family/firm analogy, determine its 

origin, and decide on its appropriateness and utility. The 

discussion will proceed in five parts. The first section will 

establish models for the "family" and the "firm" as they are 

implied by the analogy. The second section will then compare 

the two and demonstrate the firm-family analogy from a 

structural-functional perspective. As the structural-

functional perspective does not adequately explain the family-

firm analogy, the third section will demonstrate it from a 

more economy-based perspective. The fourth section will be 

presented as an attempt to strengthen the family/firm analogy 

from a new theoretical perspective, that of exchange theory. 

Finally, the fifth section will approach the analogy from a 

critical standpoint in the hope of determining its 

appropriateness and utility. 

A number of constraints limit the scope of this study. 

First, a distinction may be drawn between "biological" or 

"genealogical" (what I consider to border on literal) 

analogies, where the family is the firm and vice versa, and 

"symbolic" (e.g., structural) analogies, where the firm is 

family-like and vice versa. Biological analogies refer to the 

cases where family and firm are, for all intents and purposes, 

equivalent (i.e., the firm is made up solely of kin-related 

family members). This is commonly the case in small, family-
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owned and run businesses. However, a major limitation exists 

with this literal approach to the family/firm analogy; its 

relevance decreases with the inclusion of non-Jcin into either 

institution. As biological analogies thus preclude most, if 

not all, large firms and many families in Japan, this paper 

will focus its attention instead on greater symbolic 

analogies. 

A second consideration concerns the theoretical 

approaches to be utilized in discussing the topic. One 

perspective which will not be addressed in this paper is that 

of psychology. There are undoubtedly psychological components 

which underlie the similarities between the family and the 

firm, and many studies have shed light on these (e.g., Doi 

1974, Haring 1956, Suzuki 1991). However, as the issue at 

hand is sufficiently complex without addressing the 

psychological components, I will leave them for future 

analysis. 
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CHAPTER 2 

DESCRIPTION OF THE MODELS 

At the core of the family/firm analogy lie the 

definitions of the two terms. Indeed, the limits set upon 

these terms will be largely responsible for the effectiveness 

and usefulness of the analogy. In the paragraphs below, I 

will describe the models for both the "family" and the "firm" 

as they have been used in the family/firm analogy. 

The Ie 

The model for the Japanese "family" as referred to in 

the analogy is known in Japan as the ie. The ie, considered 

by Nakane (1970) to be the critical concept in understanding 

Japanese social organization, has been defined in many 

different ways: it has been translated as the "traditional 

family system" of the Tokugawa period (1600-1868 A.D.) (Nakano 

1962:527), the "household" (Cornell 1964:450), and the "stem 

family" (Smith 1978:45). It is all of these.. There is also 

more than one type of ie. Nakano (1962) distinguishes between 

the family system of the common people and the family system 

of the aristocracy. As Japanese sociologists have focused the 

bulk of their attention on commoners, I will follow suit and 

base the family model on the ie of both the rural peasants and 

the urban merchants. 
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General Organization 

The ie is defined both as a kinship organization and 

a corporate unit. However, in terms of the family/firm 

analogy, primary emphasis is on the latter. This means that 

emphasis is placed on the perpetuity and durability of the 

family as a social and economic organization rather than on 

the blood line. A member's ancestry is less important than 

whether or not he or she contributes to the welfare of the 

group. The ie may thus include non-kin as well as kin. 

However, as the ie is a domestic group, inclusion is not 

extended to non-residents. In general, then, the traditional 

ie may be conceived as a single, unbroken line including 

living members and dead ancestors, the house, the property, 

and the resources for carrying on the family occupation 

(Fukutake 1982, Vogel 1963). 

Structure 

As a structural unit, ie refers to the traditional 

Japanese stem family household characterized by large size 

(i.e., several generations under one roof), bilateral descent 

with a strong patrilineal emphasis, and patriarchal relations. 

The ideal stem family consists of a senior married couple, a 

junior married couple, and their children. Only one married 

couple is permitted per generation though there is no limit to 

the number of generations which may be present. At the center 

of the ie is the household head who unifies the ie via 
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patriarchal authority. The house head is responsible for ie 

property, direction and guidance of family business and labor, 

the proper veneration of the ancestors, and the transmission 

of family property to succeeding generations. 

In the model, the ie is the component unit of an even 

larger social structure: the dozoku. The dozoku is a 

corporate group composed of hierarchically related ie units. 

It is not essentially a descent group but an organization of 

households existing for the organization of power. The dozoku 

consists of two main parts: the honke—the senior main family 

residing at the apex of control, rank and prestige; and the 

bunke—the branch families at the lower ranks. The main 

family, led by the head of the honke. controls and supports 

the dozoku. While a dominant/subordinate relationship exists 

between the honke and the bunke. the two are mutually 

dependent. The honke provides the bunke with the means of 

livelihood (e.g., land rights for peasants and branch shops 

for merchants) in exchange for labor services and 

participation in ancestor worship (Long 1987:9-10). The 

overall structure of the dozoku is nearly identical to that of 

the ie in that individual members in the ie hierarchy 

correlate to individual family households in the dozoku. 

Succession and Inheritance 

The ideal pattern for succession and inheritance in 

the ie system is primogenitural where the oldest son succeeds 
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the family head and inherits the family property. In return, 

he is responsible for the care of his parents in their old 

age. Impartible inheritance assures the succession of the 

household down through the generations. However, there are 

exceptions to the ideal pattern: cases often arise when it is 

impossible, if not simply undesirable, for an oldest son to 

succeed the household head; and the inheritance of family 

property is not always impartible. Both Bachnik (1983) and 

Hayami (1983) make the case that patterns of succession and 

inheritance in the ie are not fixed but fluid. As the ie is 

primarily a corporate unit bent on economic survival rather 

than a kinship unit, succession and inheritance become a 

matter of practical strategies rather than rules (Bachnik 

1983). Common strategies for succession other than 

primogeniture include choosing a younger son or an eldest 

daughter, adopting kin (in the case of no heir), adopting non-

kin, and even selecting the wife of the household head. 

Similarly, strategies for inheritance will vary pragmatically 

along the continuum from impartible to equally partible 

(Hayami 1983). In both cases, the strategies chosen will 

ultimately depend on the economic and demographic conditions 

present at the time. 

Marriage and Residence Patterns 

Marriage and residence patterns in the ie model 

coincide with the systems of succession and inheritance. 
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Ideally, first-born sons remain in their parental homes from 

birth to death, and their brides move in with them at the time 

of marriage. The resulting pattern is patrilocal residence. 

Daughters marry out and younger sons eventually leave home to 

seek their fortunes and establish neolocal households, which 

will become ie over time, of their own (Pelzel 1970). 

However, marriage and residence patterns which do not 

follow this ideal pattern are not uncommon. It is considered 

normal for a male successor to be adopted into the ie via 

marriage to an heiress. Furthermore, as marriage and 

residence patterns are always performed in the best interest 

of the ie, the basis for selecting spouses inevitably depends 

on various practical factors such as the relative social 

statuses of the families, family histories and "stock" (e.g., 

history of disease), age differences, family alliances, and 

personal attributes such as competency or potential future 

(Long 1987, Raper 1950). The closer the family statuses, the 

more highly regarded the marriage (although families will try 

to marry their daughters—who typically marry out with dowry— 

up in status). Given the amount of variables involved, it is 

no wonder that most marriages are arranged by the parents, and 

often with the assistance of a third party to conduct the 

interfamilial negotiations. Arranged marriages work because 

the children are usually willing to be guided by their parents 

and because the economic benefits are obvious (Raper 1950). 
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Family Relations and Roles 

In the ie system, relations are hierarchical and 

paternalistic. However, ie relations are not based on 

relations between individuals; instead, they depend on each 

person's relation to the household and the integration of the 

collective group (Bachnik 1983, Cornell 1964, Nakane 1970). 

The focal point of all relations is the household head. The 

children and mother legally and positionally belong to the 

father as household head. Nevertheless, the household head's 

power does not arise from the individual person. The power 

derives, instead, from his position as representative of the 

will of the collective ie (Nakano 1962:529). 

Social roles within the ie are hierarchically ranked 

based on various criteria. Obligations of deference and 

respect are required from: the young to the old, female 

members to male members, younger generations to older 

generation, outgroup members (i.e., recruited into the family) 

to in-group members (i.e., originated within the ie), and non-

permanent (i.e., non-succeeding) members to permanent (i.e., 

succeeding) members (Bachnik 1983). All household members 

also owe obedience, submission, duty, and respect to the 

household head. In return, he guarantees the continuity of 

the family household. The honke and bunke also fall into this 

same type of paternalistic relationship of supreme authority 

of the honke patriarch and compliance from the branch families 
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(Kitano 1962). Finally, the role and status of each member is 

influenced by the type of responsibility incumbent upon him or 

her with respect to the realization of the aims of the ie. 

Related to the social roles in the ie model is the 

division of labor. Despite male-dominated hierarchical 

relations in the household and the Confucian belief that 

husband and wife belong in separate spheres of activity, sex-

role divisions are much less rigid in the ie than would be 

expected (Pharr 1976). This is not to say that division of 

labor by sex is non-existent—Smith (1988) notes that cottage 

industry has a history of being run primarily by women, 

children, and the elderly—only that work roles are often 

shared. Uno (1991) presents evidence that in pre-industrial 

times, men, women, and children in the rural villages all 

participated in both productive work (e.g., agriculture, 

handicrafts and other forms of cottage industry, and sales) 

and reproductive work (e.g., child-rearing, shopping, cooking, 

and cleaning). Further evidence comes from the merchant 

class, where women participated with men in the management of 

the family business (Lebra 1991). In sum, the relative lack 

of separation of work and residence in the traditional ie has 

contributed to a model characterized by an inherently small 

division of labor. 
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The Firm 

The model for the Japanese "firm" referred to in the 

family/firm analogy is what I call the "modern firm". 

("Modern" here refers to the post-World War II period.) Dore 

(1973) ascribes the following characteristics to these firms. 

They are typically large in size (i.e., greater than 300 

employees) and distinguished by high amounts of capital per 

worker. They have bureaucratic corporate structures, unions, 

and complex wage structures with relatively high wages. They 

commonly have their own research departments, and they 

contract a lot of work out to smaller firms. Finally, they 

have relatively high levels of labor productivity and low 

levels of labor turnover. 

Structure 

The structure of the modern firm model is vertically 

oriented with standard ranks and a strong emphasis on 

hierarchy. The hierarchy corresponds strongly to age and 

length of service, though there is no great distinction 

between managers and workers. The structure of the modern 

firm is also group oriented with no one working outside of the 

group context. Emphasis is on the company as a community. 

Exceptions exist in this pattern (e.g., women rarely get 

promoted high in the ranking system), but these are the 

dominant attributes. 
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Employment System 

Much scholarly attention has been paid to the Japanese 

employment system and its social roots as a possible deciding 

factor behind Japan5s recent rise to economic prowess (e.g., 

Abegglen 1958 & 1973, Cole 1979, Dore 1973, Fruin 1978). At 

the root of the modern firm's employment system lies lifetime 

employment, what has been call "the most important 

characteristic of the Japanese organization" (Ouchi 1981:17). 

Under the lifetime employment system, both the employer and 

the employee assume that the employment relationship is 

permanent. There is a mutual understanding that the employee 

will not quit the firm and that the employer will not fire the 

employee. Both sides are thus at an advantage: the employer 

gets to retain the services of skilled workers at times of 

labor shortages, and employees get security against surplus 

labor conditions. 

Subsumed under the system of lifetime employment are 

a number of distinctive elements including recruiting 

practices, job mobility, retirement conditions, promotion and 

compensation practices, and the division of labor. Each of 

these will be discussed below. Recruitment is generally based 

on personal qualifications (e.g., intelligence and character), 

personal history, academic record, and the results of company 

tests and interviews. However, recruitment does not take 

place through the open labor market. Instead, young men are 
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recruited directly from school and enter the work force at the 

bottom of the age ranking before they have established 

loyalties to other work institutions (Nakane 1970:16). Nor 

are they hired for specific jobs. Rather, they are hired 

annually under the expectation that additional workers will be 

required and on the assumption that future skills will be 

provided through company training (Abegglen 1973). In a 

sense, the employer is buying future potential labor and 

fitting it to his economic needs. 

Once in a company, an employee is expected to remain 

there. As a result, there is a very low rate of inter-firm 

mobility in Japan among modern firms (Cole 1979). This is 

especially true of top levels of management where few members 

ever enter from the outside (Brown 1974). Evidence shows that 

job security for all employees increases with increasing rank 

(Whitehill & Takezawa 1968). 

Retirement is typically mandatory and occurs at age 55 

(except for top management) (Ouchi 1981). Provisions for old 

age include lump-sum retirement allowances and private pension 

plans established by corporations for their employees (Isomura 

1969). However, only a small percentage of companies pay a 

lifetime pension (Clark 1979), and most of these pensions are 

for fixed lengths (usually 10 or at most 15 years) (Helvoort 

1979) . As a result, it is common for retirees to seek re

employment at lower pay in smaller firms (Levine 1989). 
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Additional support is often provided by the retirees' families 

(Vogel 1979). 

In the modern firm, promotion and compensation are 

primarily based on seniority (i.e., age and length of 

service). In line with the philosophy of permanent 

employment, tenure, rather than short-term performance, is 

rewarded. Promotion for the first 10-15 years is generally 

slow and equal for all. Afterwards, ability assumes a larger 

role in promotability. Compensation is based not only on 

wages but on bonuses and other perquisites as well. Some of 

these perquisites include living allowances such as housing 

assistance, family allowances, and transportation allowances 

(Whitehill & T?.kezawa 1968) . Maximum financial compensation 

from an employer is achieved if one spends a lifetime with the 

same firm. Under these conditions, personal success and 

company success become inextricably intermeshed (Abegglen 

1973:30). 

Division of labor in modern Japanese firms may be 

considered in terms of job differentiation, labor unions, and 

sex-based differences. In regard to job differentiation, 

social organization of modern firms is characterized by a lack 

of sharp jurisdictional definition of job duties. This 

minimization of functional specialization is largely due to 

the emphasis of group membership over individual skills. As 

a result, much in-house training is required, intra-firm 
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mobility is high, and continuous job rotation at all levels 

takes place until retirement. These strong training programs 

are designed to sustain and adapt worker skills throughout 

employment with the company. 

Similarly, there are few craft or skill unions in 

Japanese industry (Abegglen 1973, Drucker 1971). Union 

membership is generally undifferentiated by job or skills, and 

unions tend not to be barriers to job flexibility. This is 

also indicative of an employment pattern which emphasizes 

company membership rather than occupation. 

Finally, there is a distinct division of labor by sex. 

Ouchi (1981:24) describes the typical career of a woman in a 

modern firm as follows: she is hired for production or 

clerical jobs out of high school and works for five or six 

years after which she gets married, quits work, and starts a 

family. She may eventually return to work (sometimes to the 

original employer) after the children have been reared. 

Consequently, women, unlike men, seldom shed the title of 

"temporary employee". Most are trusted only with low-skill, 

low-responsibility jobs, and few major firms hire women into 

managerial or professional positions (Maxson 1976). While 

women comprise 40% of the total labor force, approximately 75% 

of them work in clerical, service, or factory positions (Lebra 

1976:109, Paulson 1976:21), and these women are generally 

exempted from the benefits of lifetime employment. There are 
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few opportunities for in-service training and little chance 

for a career. Finally, there is an inverted relationship 

between company size and the number of female workers. 

Relatively more women work in smaller firms, and larger firms 

tend to hire younger women (Helvoort 1979). 

This unequal division of labor exists in spite of 

legislation which theoretically provides women with equal pay 

and opportunity. The 1947 Labor Standards Law was established 

to provide equal pay for equal work regardless of sex. 

However, women have not been able to enjoy seniority-based 

compensation benefits because they are generally exempt from 

such positions. In the 1960s and 1970s, it was not uncommon 

for companies to put out mandates not to hire college educated 

women or to prohibit them from applying to take the entrance 

exams (Lebra 1976, Robins-Mowry 1983). Consequently, women by 

the early 1980s were still earning substantially less than men 

(approximately 54% of men's wages) (Robins-Mowry 1983:169). 

Recently, a new equal employment opportunity law (1986) was 

passed requiring that firms treat women equally and allow them 

to apply for the jobs previously open only to men. As there 

are no established means for enforcing tlnis law (i.e., no 

penalties for firms which do not cooperate), it is uncertain 

that a more equal division of labor by sex will emerge anytime 

soon. 
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Management Style 

In general, the goals and objectives of Japanese 

management in the modern firm place a heavy emphasis on the 

long-term perspective. This is in relation to both the firm's 

economic interests and investments as well as to the firm's 

commitment to its employees. Furthermore, as Japan has 

historically been a resource-poor country, Japanese management 

has come to mean "human management" (Sours 1982:36). Emphasis 

is placed on human rather than functional relationships, and 

there is a holistic concern for the employees. The overriding 

attitude of management is that the whole person needs to be 

taken care of in order to ensure high quality labor and strong 

company loyalty. Morita (1986:130) emphasizes this human 

focus: 

The most important mission for a Japanese 
manager is to develop a healthy 
relationship with his employees, to 
create a family-like feeling within the 
corporation, a feeling that employees and 
managers share the same fate. 

Unsurprisingly, intimate relations often ensue. Supervisors 

involve themselves in the personal affairs of their 

subordinates (e.g., attend or arrange marriages), and this is 

held to be desirable by all (Whitehill & Takezawa 1968:189). 

In line with the importance attributed to human 

management, there is a large emphasis on the group and 

collective values rather than the individual. A collective 

sense of responsibility is encouraged by management, and 
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little weight is given to individual effort. Great importance 

is placed on such unifying techniques as company loyalty and 

team spirit. 

A final characteristic of management style in the 

modern firm is subsumed under what has become known as the 

"ringi" system of management. This system is based on two 

major management techniques: a dispersion of authority 

throughout the enterprise, and consensus decision-making. 

Ultimate authority in the Japanese modern firm formally 

resides at the upper levels of company hierarchies. However, 

under the "ringi" system, actual control and decision-making 

occurs at the middle management levels (Noda 1960; in Brown 

1974:182) . Decision-making involves all affected personnel at 

all levels and will only be finalized once consensus has been 

achieved. What results under this system is a lack of clear 

definition of authority and responsibility at all levels of 

management. 

Employee Relations 

In line with company structure, ideal relationships in 

the modern firm are vertical and based on the superior-

subordinate distinction. All employees are involved in 

permanent and complex relationships of formalized mutual 

obligations. The leadership accorded by the superior provides 

benefits to the subordinate who repays the debt in the form of 

services, deference, and loyalty (Cole 1971:205). Rohlen 
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(1975:205) emphasizes that this acceptance of dependent 

relations (within limits) is an important component of 

successful work relationships. 

Employee relations are also characterized by an 

emphasis on group-orientedness. Clark (1979), here, 

distinguishes between two types of employee relationships: 

relationships with the company as a corporation ("our 

company"), and relationships within the company as a 

community. The first concerns the feeling that employees are 

not individuals but part of a greater organization. It also 

reflects their willingness as a group to share the fate of 

their companies. The second is exemplified by a strong sense 

of collective responsibility, obligation, and loyalty to their 

work groups (Whitehill & Takezawa 1968). Group spirit is 

enhanced through the encouragement of competition between work 

groups and through the use of slogans, songs, uniforms, and 

rituals (Rohlen 1974). Company spirit is also fostered 

through attention paid to company history. It is not uncommon 

for modern firms to have ceremonies honoring the company's 

founders and previous generations (Rohlen 1974). 

A final characterization of employee relations 

concerns their paternalistic qualities. By definition, 

paternalism in the firm "suggests a relationship between... 

agents...in which the employer acts toward his employees in a 

manner somewhat similar to that of a father toward his 
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children" (Bennett & Ishino 1963:224). Paternalistic 

relationships take priority over functional relationships in 

the modern firm. They arise when a superior assumes 

responsibility for subordinate workers over and beyond the 

basic contractual provisions of wages and over and beyond what 

the subordinates can repay. It extends to such practices as 

carrying workers on the payroll in periods of business 

decline, providing housing assistance, and furnishing 

religious facilities (Bennett 1968; in Marsh & Mannari 

1976:315). A manifestation of paternalism is the way 

companies control employee leisure time so that it still 

revolves around the company (Cole 1971). Another specific 

example of paternalism in employee relations is evident in a 

practice Drucker (1971) called the "godfather system". Under 

this system, senior middle management personnel are assigned 

to young recruits during their first ten or so years with the 

company. The godfather is never a young man's direct 

supervisor or in the direct line of authority. The role of 

the godfather is to keep in touch with the young employee and 

to make himself available for advise and counseling (e.g., to 

share with the young employee the location of the better 

bars). 
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CHAPTER 3 

STRUCTURAL-FUNCTIONAL COMPARISONS 
AND THE FIRM-FAMILY ANALOGY 

Given the above detailed accounts of what is meant 

by "family" and "firm" in the family/firm analogy, we are now 

in a position to reconstruct the analogy. To date, most 

comparisons between the Japanese family and firm have been 

primarily along structural-functional lines. This is not 

surprising when we consider that the structural-functional 

approach incorporates Sir Henry Maine's concept of the family 

as a corporate unit, Lewis Henry Morgan's idea that kinship 

organization and structure lie at the foundation for all 

future social groups, Emile Durkheim's emphasis on social 

solidarity, and A. R. Radcliffe-Brown's focus on the social 

functions of structural features. All of these theoretical 

conceptions appear to play a role in explaining the 

family/firm analogy. The rest of this section will be devoted 

to examining structural-functional comparisons of the two 

institutions in relation to social structure, social 

relations, management approach, and membership. 

Social Structure 

The social structures of the Japanese ie and modern 

firm share various characteristics: they are both 
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hierarchical, vertical in orientation, and group oriented. 

According to Nakane (1970), who takes a structural-functional 

type of approach to the study of Japanese society, these 

structural principles are latent in all social groups in 

Japan. The vertical structure of both the ie and the modern 

firm is evident in their ranking structures. The ranking 

systems are fixed and stable and create internal 

differentiation by placing all component parts into 

relationships of superior and subordinate. Ranking and status 

in both institutions are based on such factors as age, sex, 

and origin (i.e., in-group vs. out-group). The structures of 

both the ie and the modern firm also regard the group, and not 

the individual, as the minimum unit of analysis. Individual 

contributions are only seen in terms of their effects on the 

group. 

Social Relations 

All relations within these two social institutions are 

vertical and in the form of a single bond. Individuals or 

groups always have one single distinct relationship to each 

other (Nakane 1970:x). Rohlen (1975:197) describes some of 

the characteristic features associated with the prototypical 

relationship, that of the superior/subordinate, senior/junior, 

or parent/child. The senior is older and higher in seniority 

and rank than the junior and is therefore in a greater 

position of power and security. The senior is beneficially 
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disposed to the junior and offers assistance, care and 

friendship. The junior accepts these and feels gratitude and 

loyalty for the beneficence. The mutual dependency which 

results is the focal part of the relationship. An example of 

this type of relationship is the formal paternalism which 

exists in both the ie and the modern firm. 

The indebtedness and obligations inherent in these 

social relationships result in relationships which are 

emotionally rather than functionally based. The intimate 

behaviors which emerge contribute to an emphasis on continuity 

and interdependence in relations. The emphasis on continuity, 

in turn, translates into gratitude toward past generations 

(e.g., ancestors in the ie and founders in the modern firm) 

and obligations to assist future ones (Rohlen 1974, 1975). In 

the end, affection and hierarchy in ie and modern firm social 

relationships are understood as mutually reinforcing rather 

than contradictory. 

Management Approach 

Similarities also exist between the ie and the modern 

firm in terms of management approach. The managing bodies in 

both cases have a holistic concern for their subordinates. 

Both the family and the firm are concerned not only with the 

economic productivity of the workers, but with their personal 

lives outside of work. Hence, the managing bodies will 

involve themselves in such personal issues as housing, 
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marriage, and even funerals. Involvement of the managing 

bodies in personal affairs is considered to be desirable as 

workers expect a strong commitment from management to their 

security in return for their loyalty. Ultimately, it is the 

managing bodies which serve to synthesize the group into a 

discreet whole. 

Membership 

The final area to be examined as demonstrating 

structural-functional similarity between the family and the 

firm is membership. Of prime importance here is the fact that 

membership in both the ie and the modern firm is for life. 

Furthermore, entrance is a function of personal qualities, 

membership is revocable only under extraordinary 

circumstances, and incompetent and inadequate members 

continuously receive care. A new employee may in this way be 

considered analogous to a new family member. 

In concluding this section on the structural-

functional comparison between the ie and the modern firm, it 

appears that the organization of the modern firm is little 

more than a repeat of the pattern adopted by the traditional 

ie. Nakane (1970) points to this as evidence of what she 

calls "social persistence" in Japanese society. It is thus 

clear that the ie may be used as a model for understanding the 

modern firm. What is also apparent is that the above 

structural-functional comparison does little in the way of 
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explaining the family in terms of the firm (i.e., the family-

firm analogy). To remedy this, another theoretical 

perspective must be employed. 
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CHAPTER 4 

TOWARDS EXPLAINING THE FAMILY-FIRM ANALOGY 

Differences exist between the general approaches to 

the family and the firm. Families are usually approached from 

social perspectives, while companies are typically approached 

from economic perspectives. The above structural-functional 

model, however, explains the firm-family analogy by examining 

both institutions solely in terms of their social functions. 

In order to explain the family-firm analogy, we must shift our 

attention instead to their economic functions. This means 

focussing once again on the primary goal of both the ie and 

the firm as corporate units: the successful perpetuation of 

the institution. As these economic issues have been largely 

ignored by the structural-functional approach, it now becomes 

necessary to expand the models of the ie and the modern firm 

by including descriptions of their economic functions. 

•Economic Functions 

The Ie 

The ie, for both the rural peasants and the urban 

merchants, is the basic unit of production. All labor is 

performed by ie members; in fact, labor and family are 

interdependent. The ultimate goal for ie economic activity is 

not only sustenance, but economic gain as well (Smith 1959). 
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Family households pursue a number of strategies in 

their attempts to perpetuate the Ae. A first strategy deals 

with the acquisition of land. Land, especially in the rural 

areas, is considered critical to survival. The more land 

owned, the greater the chance of ie survival and perpetuation 

(Smith 1977). However, the goal is not only to acquire as 

much land as possible—and this has traditionally been 

difficult in Japan given the essentially fixed amount of 

available, arable land—but to hold on to the land one has. 

Intense competition for land is common, and land tends to 

circulate continuously among competing families (Smith 1977). 

A second strategy is to attempt to maximize economic 

success by controlling family size. Too few family members 

might result in the inability to meet peak labor demands, 

while too many might result in excessive costs. Hanley (1972) 

suggests that both family size and demographics (i.e., sex 

ratios) were controlled via abortion and infanticide during 

the Tokugawa era for this purpose. 

A third economic strategy for the ie is to diversify 

its production base. For instance, farm families can improve 

their economic standing by engaging in non-farming family by-

employments or cottage industries. Typical by-employments 

during the Tokugawa period included salt production, textile 

manufacturing, silk production, and trade. Smith's (1988) 

data of Kaminoseki county in the Choshu domain in the early 
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1840s reveal that families were increasing their incomes by 

15-75% via by-employment. 

A fourth, and final, strategy concerns the adoption 

of new technologies for economic benefit. The Tokugawa period 

of Japan was home to a group of people Smith (1988) calls the 

"technologists". These were primarily farmers, merchants, and 

small manufacturers who lived in villages and small towns and 

wrote books dealing with common material problems. They wrote 

on everything from new agricultural techniques (e.g., the use 

of commercial fertilizers) to the latest in specialized tools 

(e.g., new plow designs). These books played an important 

role in the diffusion of numerous technologies to all parts of 

Japan. Evidence indicates that the adoption of these new 

technologies resulted in an increased productivity of the land 

(Smith 1959). 

The Modern Firm 

As an economic institution, the modern firm's primary 

function is the production of goods and services for the 

purposes of acquiring and securing economic well-being. A 

variety of economic strategies are employed to accomplish 

this. First, long-term market share rather than short-term 

profit is the primary economic goal and the major measure of 

success (Clark 1979) . Second, Japanese firms tend to 
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specialize in specific economic or technological processes.2 

Clark (1979:56) points to two major influences behind this 

tendency towards specialization. First, firms tend to be 

reluctant to diversify either by merging with companies in 

different industries or by starting new lines of business on 

their own. Instead, they diversify by creating separate, 

specialized and, more or less, independent subsidiaries. 

Second, modern firms do not confine their activities to a 

particular industry but to a mere part of the process of 

manufacture or distribution necessary to the industry. They 

then subcontract the other parts of the process to other 

specialized firms. 

A third economic strategy concerns the modern firm's 

complex relation to property. In Japan, most enterprises sell 

stock. Legally (i.e., according to the Japanese Commercial 

Code), the shareholders have ultimate control over the 

company. As a result, Japanese firms have been described as 

characterized by some level of separation between ownership 

and control (Noda 1975). However, in reality, various 

practices exist which effectively blur this separation. 

2While this tendency towards specialization is quite 
common, a number of exceptions exist—especially among the 
largest companies. Some examples include: Mitsubishi Heavy 
Industry (cars, ships, aircraft, industrial equipment); Kubota 
(agricultural equipment, pipes, prefabricated houses); and 
Dainippon Ink (resins, plastics, building materials, ink) 
(Clark 1979). 
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First, it has been the trend in the past for Japanese firms to 

finance much of their capital investment through debt (i.e., 

borrowing from banks) rather than by selling more shares of 

stock, thus limiting the number of outside owners (Clark 

1979). Second, the shareholder system operates in such a way 

as to centralize control of the firm at the top levels of 

management and away from individual shareholders. This is 

made possible by the fact that a majority of the stock in a 

typical Japanese firm is typically owned by two major sources: 

the firm's employees, and the firm's allies. The firm's 

allies include the banks and other companies involved in the 

same industrial complex, and they all buy large amounts of 

each other's stock as expressions of the relationships between 

the firms (Clark 1979:86).3 These two sources usually 

overshadow the interests of the individual and minor 

shareholders in favor of top-level company interests. Third, 

a majority of members of the board of directors for a firm 

commonly tend to be active managers with the firm. Until 

legal changes to the Japanese Commercial Code in 1974, even 

the auditors for most of the large firms were actually ex-

employees who failed to make the ranks of the directors (Clark 

30uchi (1981) notes that this dependence of firms on a 
closely- knit network of allied banks for financing is a 
legacy of the pre-World War II Zaibatsu system where much of 
industry was organized into a small number of groups of 20-30 
firms all clustered around a powerful bank. 
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1979:101). Finally, Clark (1979) and Glazer (1969) note that 

the outside shareholders who do own stock in a firm typically 

do not consider themselves as actual owners. Large firms buy 

stock in other firms primarily as a means of ensuring future 

cooperation, and small, individual shareholders buy stock 

primarily as investments. We may concluded, then, that 

ownership and control of the Japanese modern firm are, to a 

large extent, not separate but in fact unified at the top 

levels of management. This leads to a closer relationship 

between workers and their firms and between personal success 

and company success. 

A fourth and final economic strategy of note concerns 

the modern firm's utilization of new technologies. Firms here 

are tapping into the correlation between increasing 

technological innovation and increased potential for economic 

success. A recent example of technological changes in the 

Japanese modern firm includes the mechanization and automation 

of many work processes. Japanese firms have a long tradition 

of making small, incremental, product and process innovations 

as well as a great track record of importing innovations from 

abroad and adapting them rapidly and efficiently to their 

systems of production (Maitland 1982). 
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Economic Comparisons 

Given the above descriptions, the family may be 

understood as a firm in two ways: in terms of the role played 

by economic pragmatism, and in terms of the relations of the 

institutions to property. 

The Role of Economic Pragmatism 

One key to explaining the family-firm analogy is to 

compare the family to the firm as a rational, pragmatic, 

market-oriented entity. The family, like the firm, is a 

principal unit of production in which work is made central to 

the lives of the members. Furthermore, the family may be seen 

in relation to the firm regarding the similar economic and 

social strategies employed by both institutions to meet their 

economic goals. Examples of similar economic strategies 

include: making use of new technologies to improve 

productivity; and diversifying, specializing, and creating 

branch units to meet existing economic conditions. Examples of 

similar social strategies include securing and maintaining a 

work force through lifetime employment, establishing 

harmonious worker relations, and consensus decision-making. 

Lifetime employment in the ie or the modern firm provides a 

distinct advantage for both institutions in that it assures a 

stable and well-trained work force regardless of economic 

conditions. The harmonious worker relations fostered by both 

institutions through vertical, paternal relations lead to more 
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effective and efficient economic operations. And both the ie 

and the modern firm will compromise the power of the household 

heads or top managers for the sake of making effective 

decisions that are expressive of the solidarity of the entire 

social group. 

A final area of interest comparing economic pragmatism 

in the ie and the modern firm concerns the role played by 

kinship. In both cases, kinship has been separated from 

enterprise (Bachnik 1983). An example emerges in the case of 

recruitment. In neither the ie nor the modern firm is 

recruitment into the corporation equivalent to biological 

recruitment into the family. In the ie, successors may be 

recruited from the outside just as they are in the modern 

firm. In either case, recruitment will always be performed 

for the pragmatic economic benefit of the institution. 

Relations to Property 

As economic, corporate units, both the ie and the 

modern firm are firmly rooted in property. The protection, 

acquisition, and transfer of property are central concerns of 

the institutions in their attempts to ensure perpetuity and 

increasing economic gains. There is also a strong connection 

in both institutions between ownership and control. Thus, the 

owner and controller of the household (i.e., the household 

head) may be seen in terms of the owners and controllers of 
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the company (i.e., the executive board) as they are 

responsible for company policy and strategic planning in such 

areas as resource acquisition, property management, and new 

business ventures. 
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CHAPTER 5 

STRENGTHENING THE ANALOGY: USING EXCHANGE THEORY 

Based on the above discussion, it appears that there 

is a fairly strong argument for the appropriateness of the 

family/firm analogy. However, prior to examining some of the 

problems involved with the analogy, I would like to attempt to 

strengthen it by approaching it from yet another theoretical 

perspective, that of exchange theory. 

In a recent publication, Befu (1989) reintroduces 

social exchange theory as a concept for understanding Japanese 

interpersonal relations. Befu (1989:40) describes the theory 

of social exchange as "predicated upon the idea that each 

person in a society possesses certain resources and that 

persons act as members of a society by exchanging these 

resources." Examples of such resources include material 

resources (e.g., money and objects) and intangibles (e.g., 

knowledge, information, respect, and status). The actors 

involved in the exchange may be individuals, ancestors, 

corporate bodies, or society. Japanese strategies of exchange 

tend to specifically involve indebtedness and reciprocation. 

Picking up from earlier work on exchange theory (e.g., 

Sahlins 1972), Befu (1989) describes two ideal types of 
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exchange: generalized exchange and balanced exchange.4 

Generalized exchange occurs when there is no requirement or 

expectation that the object/favor exchanged be returned 

immediately with something of the exact same value. Sahlins 

(1972:193-194) emphasizes the altruistic nature of such 

transactions and the indefinite expectation of reciprocity. 

Generalized exchange is also similar to what might be referred 

to as vertical exchange, a situation where there is an 

inequality of status or power in the exchange relationship. 

The second type of exchange, balanced exchange, involves the 

exchanges of objects/favors of equal value. Also of 

importance is the relatively short turn-around time of such 

transactions (Sahlins 1972:194). What is important, given the 

above definitions, is that generalized exchange tends to be 

characteristic of families while balanced exchange tends to be 

characteristic of the market exchange found in the modern 

industrial complex. 

The family/firm analogy is both appropriate and useful 

here. As the firm-family analogy directs us to look at the 

firm in relation to the generalized exchange typical of the 

family, we are better able to explain the exchanges of 

obligations which are inherent in the superior/subordinate 

relationships of the modern firm. Likewise, as the family-

4Sahlins (1972) refers to these exchange types as 
generalized reciprocity and balanced reciprocity. 
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firm analogy directs us to look at the family in relation to 

the balanced exchange typical of the modern firm, we are 

better able to understand the operation of the ie within the 

greater economic marketplace. 
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CHAPTER 6 

CRITICISMS OF THE MODEL 

While the family/firm analogy is interesting and one 

which on the surface appears to make a lot of sense, the 

analogy is not without some major problems. I have divided a 

discussion of these problems into three major sections. The 

first general criticism concerns the fact that the ie and 

modern firm models described above are misrepresentations; 

they smooth out the rough edges of the variation found in 

reality for the purposes of creating a simple, coherent 

picture. The second criticism concerns the fact that there 

are aspects of the ie and modern firm as described in the 

models above which do not fit the analogy—in fact, they 

contradict it. The third general criticism concerns the issue 

that the family/firm analogy as reconstructed above is 

decontextualized and ignores many other influences on the is 

or modern firm. 

Misrepresentation of the Models 

The first major problem with the family/firm analogy 

is that it is based on simplistic models and ignores the great 

empirical variation of form and function found in reality. I 

will explore these deficiencies by examining the variation 
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within the ie and modern firm models, the role of historical 

change, and the role of conflict. 

Variation in the Models 

Empirical variation exists within the ie and modern 

firm models which is ignored by the family/firm analogy. In 

regard to the ie, this becomes evident when one considers 

family life cycles, geographical variation, and class 

differences. Despite the model of the perpetual corporate 

household, ie households were continually going in and out of 

existence (Smith 1977). The stem family household was not 

always large and stable in structure either. Over the course 

of the family life cycle, families were continually changing 

size and structure as ie members were born, adopted, moving 

out, or passing away. Furthermore, many families were 

consciously manipulating their family forms away from the 

classic ie model specifically for economic reasons (Hanley 

1972). 

Ie households also varied directly with holding size 

and geographic conditions. As land was a scarce resource, 

family household size and structure were always adapted to the 

land owned by the ie rather than vice versa. For instance, a 

large plot of land would correlate with the establishment of 

a large ie unit. Land would not be sold to match a smaller 

household size; rather, additional household members would be 

recruited. From a practical standpoint, households would be 
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large enough to furnish household labor requirements but not 

so big as to over-tax available resources. Je structure and 

size also depended heavily on the geographic and ecological 

conditions. Kitano (1970), in his study of dozoku extended 

households in the village of Nemba over the last century found 

dozoku forms to occur primarily in areas of poor economic 

resources and little trade. Befu's (1968) and Nakane's (1972) 

data from the Shirakawa-Mura area in the Gifu prefecture 

during the Tokugawa period also confirm this trend towards 

large household sizes in areas which were poor in resources, 

communication, and transportation. 

Finally, ie structure and relations varied with class. 

While the peasant class in the rural areas and the merchant 

class in the urban areas of the Tokugawa period were actually 

quite similar, some important differences did exist. For 

instance, as the merchant class was on the whole more wealthy 

and powerful than the peasant class, merchants were more 

likely to arrange and control marriages for their children 

(Long 1987) . Based on her research in Ueda fief in the 1600s, 

Nakane (1972) also found merchant households to incorporate 

more non-kin into their households. 

Notwithstanding the differences between the peasant 

and merchant classes, even greater differences existed between 

the commoner classes and the ruling class. For instance, the 

aristocracy, being more highly status-marked, were occupied by 
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the goals of maintaining their noble status rankings while at 

the same time limiting the size of the nobility. As a result, 

noble families were characterized by larger household sizes 

(due to the large number of servants and retainers), a 

stronger patrilineal emphasis, a greater reliance on 

primogeniture as a strategy for succession, and a higher 

frequency of arranged marriages (Sakai 1975). 

Just as the real ie is marked by great variation, so 

too is the modern firm. This becomes evident when one examines 

the reality of the Japanese employment system. The model of 

the modern firm based on lifetime employment, seniority-based 

compensation, and paternalism has come under attack because it 

assumes that Japanese firms have a uniform social organization 

despite variations in product, technology, and age (Marsh & 

Mannari 1976:332). The reality of lifetime employment is that 

it is not offered by all modern firms to all employees. It is 

enjoyed only by male, full-time employees. To compensate for 

the loss of the right to dismiss a "lifetime" employee, 

managers have had to create a buffer zone of temporary 

employees and subcontracted workers to whom risks could be 

delegated (Helvoort 1979). A sizeable percentage of all 

employees in these modern firms remain temporary, and a large 

fraction of them are women. Furthermore, mobility within the 

Japanese industrial complex is more frequent than the model 

leads us to believe. There is movement of specialists between 
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large firms, movement of young workers from small firms to 

large firms, and movement of women away from large firms right 

after marriage (Abegglen 1973). In sum, only looking at 

lifetime employment in the modern firm is not seeing the whole 

picture. 

Another problem with the model of the modern firm used 

in the analogy is that it is a misrepresentation of Japanese 

industrial society. Not all firms in Japan are the large, 

stable institutions described in the above models. In 

reality, the Japanese economy has a dual economic structure 

consisting of a very small group of large-scale firms (1% by 

absolute number) and a very large group of small and medium-

sized enterprises (99% by absolute number) (Fruin 1980:447). 

The large-scale firms pay relatively high wages and have good 

working conditions. The small and medium firms are often 

family-owned and serve the function of subsidizing the major 

enterprises with their low wages, long hours, and poor working 

conditions. They are further characterized by little 

permanent employment, high job mobility (due to high 

bankruptcy rates), wages that do not necessarily increase with 

seniority, few internal training programs, poor company 

welfare benefits, unstable product demand, low capital funds, 

and women who play more dominant managerial roles (Cole 1979, 

Maxson 1976, Lebra 1991). These small firms are also often 

under the effective control of the major firms. Just as 
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temporary workers are used as buffers for employees with 

permanent employment, small and medium-sized firms are often 

used as economic buffers by the large firms. In the end, 

these small and medium firms make up approximately 67% of 

Japan's non-agricultural labor force (Levine 1989:313). 

Nevertheless, they are neglected by the family/firm analogy 

because they do not fit the description of the modern firm 

model. 

The Role of Historical Change 

A second related area of misrepresentation by the 

family/firm analogy concerns the fact that the models are 

synchronic and ignore the historical changes which have taken 

place in both the ie and in the modern firm. The ie has 

changed substantially since the Tokugawa period. The stem 

family household has been largely replaced by the nuclear 

family and single-person households (Fukutake 1982, Kitano 

1962), the percentage of elderly family members still being 

supported by their families has dropped drastically (Fukutake 

1974), mean household size has decreased (Fukutake 1982), and 

there has been a trend away from arranged marriages and 

towards neolocal residence (Long 1987). 

The modern firm is undergoing equally influential 

changes. A number of these are described by Marsh and Mannari 

(1976). Companies are experiencing increasing internal 
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structural differentiation and bureaucratization as indicated 

by increased numbers of specialized plants, divisions, 

sections, and roles. Rapid technological changes in the forms 

of mechanization and automation are undermining the permanent 

employment and seniority wage systems. The requirements for 

specialists is increasing beyond the capabilities of in-house 

training programs, thus encouraging inter-firm mobility. 

Seniority related skills are becoming obsolete, and younger 

workers are entering the work force at higher skill levels 

than many seniors. Job classification as a major determinant 

of compensation is on the rise, and the wide wage 

differentials between young and old workers is narrowing 

(Japan Institute of Labor 1966; in Marsh & Mannari 1976:125). 

Finally, values stressing ability, performance, and democracy 

are replacing the traditional values of internal harmony, 

loyalty, and paternalism (Cole 1971). 

The Role of Conflict 

A final area of misrepresentation concerns the role 

played by conflict. Conflict, to be sure, is endemic in 

social life and is inherent in all situations which combine 

inequality and interaction. Still, it is ignored by the 

homeostatic models of the family/firm analogy. Conflict in 

Japan may arise from many sources. A primary source concerns 

the conflict between group harmony and structural inequality. 

Imbedded in the Japanese social system are both the high value 
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placed on harmonious integration of group members and an 

internal structure based on inequality which does not allow 

for easy change in the relative locus of the individual member 

(Nakane 1970:50). By continually focusing on the integrative 

and regulatory aspects of the ie and the modern firm, the 

analogy tends to overlook the conflict, exploitation, and 

dislocation which is also taking place. 

Many types of conflict emerge in the ie and modern 

firm institutions. First, there are hierarchically ordered, 

rank-based conflicts. As the ie and the modern firm are both 

built upon vertical structures, conflict is inherent in the 

superior/subordinate relationships in light of the fact that 

both groups do not always have the same goals. These rank-

based conflicts emerge over differences in status, age, sex, 

and merit. For example, premortem inheritance systems in the 

ie tend to create conflict between the incumbent and the heir 

over the timing of the transfer of authority (Cornell 1983). 

Frustration develops for members at the bottom of the status 

hierarchies as they are often abused by higher ranking members 

(Nakane 1970:13). Add potentially rising profits into the 

formula, and exploitative relations readily develop (Bennett 

& Ishino 1963, Cole 1971). Second, conflicts often arise from 

the precarious balance which exists between group 

consciousness and individual self-interest and goals (Murayama 

1982) . Examples of this type arise over the issues of 
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succession and promotion in the cases where the best interest 

of the ie or the modern firm does not coincide with the 

individual goals of the aspirants. These conflicts are often 

deeply submerged because deviant behavior in groups is heavily 

frowned upon in Japan. 

Contradictions in the Analogy 

The second general criticism of the family/firm 

analogy is that there are aspects of the ie and modern firm 

models which not only fail to fit the analogy but in fact 

contradict it. In the paragraphs below, I will look at 

retirement, the role of women, and economic function and 

operation in both institutions as aspects which do not conform 

to the analogy. 

Retirement 

In the traditional ie household, when a person gets 

old, two things happen: they are elevated in status and 

prestige, and they are brought under the care of the younger 

members of the household. When the household head and his 

wife pass their duties on to the next generation, they are not 

sent away. Rather, they remain in the household as 

functional, contributing members of the ie corporation and 

continue to take part in economic production tasks such as 

cottage industry and household affairs. In this sense, they 

remain in the ie for a "lifetime". 



53 

In the modern firm, there is no such thing as true 

"lifetime" membership. What has been called lifetime 

employment turns out to be somewhat of a misnomer. Under this 

system, men—and only men—are employed for what amounts to be 

their most productive years. Most men (except those 

continuing on to top management) are forced to retire at 55-60 

at which time they are provided with retirement benefits, 

usually 60-month lump-sum salary payments. A few Japanese 

companies offer fixed-length (typically 10 to 15 year) company 

pension plans as well (Clark 1979). However, after employees 

retire, management has no formal obligation to them, and they 

must eventually look out for themselves. Given that Japanese 

men are now living into their mid to upper seventies with 

regularity (United Nations 1989), it becomes quite clear that 

men do not stay with or are provided for by their firms for a 

"lifetime". 

Since social security in Japan is poor and retirement 

comes early, older employees must search anew for economic 

security. They must find new jobs, but they cannot look for 

them in the large, stable firms of their past. They find work 

instead in smaller firms where they serve as a relatively 

cheap labor reserve. In actuality, 80% of Japan's elderly 

(including pensioners) attempt to find employment after 

leaving the security of "lifetime" employment (Helvoort 

1979:52). Given the importance of the company for workers as 
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the primary base of social life, the necessity of having to 

establish new social and economic relations in old age emerges 

as a potentially traumatic experience. It would be rare 

indeed for the elderly members of an ie to be sent out the 

door simply because they were no longer in their prime years 

of productivity. 

The Role of Women 

Another comparison between the ie and the modern firm 

which does not fit the family/firm analogy concerns the role 

of women. Specifically, the relatively small division of 

labor by sex in the ie does not compare with the almost lack 

of equal opportunity, equal pay, and equal responsibility 

encountered by women in the modern firm. In the traditional 

ie. women share in the productive and managerial work, and men 

even share in the reproductive (e.g., child-rearing, 

housekeeping) work (Pharr 1976, Lebra 1991, Uno 1991). Women 

have a relatively higher status in the ie stemming from both 

their productive roles in the household economy and from their 

reproductive roles as the providers of future labor and 

successors to the ie corporation. In the modern firm, on the 

other hand, women's jobs are usually temporary, and women are 

typically not hired into management and professional 

positions. In fact, the employment system in Japan appears to 

be inherently set up to prevent the advancement of women. 

Women must continually contend with being considered lower in 
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status and inferior to men. Furthermore, they are expected to 

quit work when young to start and raise a family. 

Consequently, accruing enough time in a single company for the 

purpose of establishing seniority becomes nearly impossible. 

Women must either accept low-skill duties in large firms or 

lower wages and meager fringe benefits in smaller firms and 

family enterprises. Most end up choosing the latter (Robins-

Mowry 1983). Two obstacles ultimately stand between the 

appropriateness of the family/firm analogy in regard to the 

role of women: the fact that men and women do not share 

responsibilities and tasks in the modern firm as they do in 

the ie, and the fact that the firm is not a reproductive 

enterprise. 

Economic Function and Operation 

A final comparison between the ie and the modern firm 

which does not fit the family/firm analogy concerns the 

economic function and operation of each institution. The 

modern firm, being much larger in size than the family 

household, operates at a much higher complexity of economic 

organization. Consequently, many characteristics exist in the 

two institutions which may not be compared. For instance, 

there is a difference between the firm and the family in their 

approaches to economic growth. The modern firm operating in 

a capitalistic environment is inherently expansionistic and 

must be willing to take considerable risks in order to ensure 
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continual growth. The ie. on the other hand, is less 

concerned with future growth as it is with maintaining and 

preserving the existing institution. The ie therefore takes 

a more conservative approach to risk-taking. This makes sense 

when one considers that as a smaller and less redundant 

institution, the ie has less to fall back on and more to lose 

in times of crisis than the modern firm. There is also a 

difference between the economic focus of the ie and the modern 

firm. The extent of ie economic production is primary local 

in scale, while the focus of production and distribution for 

the modern firm is often national, if not international. This 

broader focus introduces many new economic, political, legal, 

and social variables in the firm's economic process which are 

not encountered by the ie. 

Decontextualization of the Analogy 

The third and final general criticism of the 

family/firm analogy arises from its decontextualization from 

the world around it. In order for the family and the firm to 

be adequately understood, they must be seen not in isolation 

but within the environments (social, economic and political) 

in which they exist. Unfortunately, the analogy ignores a 

number of these influences. 
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The Role of Kinship 

The focus of the family/firm analogy on both the ie and 

the modern firm in terms of perpetual corporate groups draws 

attention away from a lesser, yet nonetheless important 

influence on each institution: their roles as kinship units. 

A strong component of every ie is its kinship base. The ie 

operates as a kinship unit in its role as a source of help for 

other close kin in times of need (Koyama 1966) . In this case, 

the ie's role as a kinship unit may induce actions for 

altruistic reasons rather than solely for pragmatic economic 

purposes. 

Kinship relations have also played an important part 

in the history of the Japanese company. Prior to World War 

II, kinship ties were closely integrated into the Zaibatsu 

system. A large percentage of businesses and industrial 

enterprises started after the war were based on kinship ties 

as well (Koyama 1966:95). The influence of kinship relations 

continues today as many companies remain dependent on a 

closely-knit network of allied banks for their financing 

(Ouchi 1981:20). 

The Role of the Village 

A second important influence necessary for a complete 

understanding of the ie or the modern firm is the role of the 

traditional village. By traditional village, I am referring 

to the semi-independent cluster of ie units which were 
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prominent in the rural areas of Tokugawa Japan. The village 

is the group in which member households conduct their vital 

economic activities, and like the ie, it is a closely knit 

sociological entity through the generations rather than a mere 

residence group (Nakane 1970:60). 

The structural concepts of ie and dozoku are firmly 

rooted in the conditions of life in the physical village 

(Cornell 1964:478). To a large degree, the village is the ie 

household's environment. The ie cannot be properly conceived 

of as independent of the village any more than a tree can be 

considered independent of its ecosystem. On the ground, the 

village consists of clusters of mutually dependent farming 

units. One of its functions is as a communal source of labor. 

The village serves to provide a single large labor force 

during times of peak agriculture labor requirements (Smith 

1959). The village also functions as a holder of communal 

land (McKean 1986). It is up to village leaders to decide if 

and when new land is to be made available for use by village 

households. A final area of importance regarding the village 

concerns its role as a hierarchically ranked status system. 

Increasing one's status in the village becomes a motivating 

force for the individual household in addition to economic 

pragmatism. 
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The modern firm may also be better understood by 

examining the manner in which it is influenced by the village. 

Both the village and the modern firm are fundamental economic 

units. The village's economic independence from the outside 

and internal interdependence produces a social self-

sufficiency, a group solidarity, and a group consciousness 

that is in many ways similar to the departmentalization, lack 

of communication between divisions (and between firms), and 

group-orientedness characteristic of the modern firm. The 

close circle of friends established in a company distinct from 

immediate (i.e., biological) family are also similar to 

neighbors in the traditional village (Nakane 1970:121). There 

are historical sources for these similarities. The rapid 

development of industry in the late 1800s demanded a swift 

mobilization of manpower which was largely supplied from rural 

villages. As there was little time for the people to learn 

the new social patterns of behavior associated with 

industrialization, they brought their own social patterns with 

them from the villages and adapted them to the factories 

(Brown 1974:185). 

The Role of the Aristocracy 

A third influence ignored by the family/firm analogy 

is the role played by the aristocracy. The aristocracy and 

the aristocratic ie are important to the analogy because they 

are characterized by many features which help explain both the 
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commoner ie and the modern firm. The aristocratic ie has had 

an influence on the commoner ie in the sense that it served as 

a model to be emulated by the commoner classes. For 

instance, the importance of primogeniture draws its roots to 

the noble class during Japan's feudal period (circa 1200-1600 

A.D.) who used it as a means for preserving their families and 

property. Adoption also arose as a critical strategy for 

insuring the perpetuation of elite family households. 

Adoption not only served to bring new competence into 

relatively in-bred families, it also served as an outlet 

forthe energies of younger sons who could not succeed their 

own households due to the heavy reliance on primogeniture. A 

final influence of the aristocratic class on the model ie was 

the role played by paternalism in the elite ie household. The 

aristocratic ie was characterized by an extremely strong 

positional emphasis on the father-child relationship (though 

it was accompanied by a greater emotional distance between the 

two generations) (Lebra 1990). 

Notwithstanding its influence on the model ie, the 

aristocracy does even more to help explain the modern firm. It 

sheds light on the formation of modern bureaucracy, lifetime 

employment, lifetime training, the role of women, and business 

ethics. Over the course of the Tokugawa era, the peace that 

prevailed resulted in a warrior class which did not have much 
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fighting to do. Rather than ruling the land by the sword, 

they turned their efforts to administrative tasks and ruled 

the land as bureaucrats. The political power enjoyed by the 

warrior class emerged not from land ownership but from this 

bureaucratic control of the government. The bureaucracy was 

based on collecting taxes, regulating trade, policing the 

large population, and maintaining irrigation and 

transportation systems (Smith 1961). Over time, however, a 

more distant and impersonal relationship developed between the 

feudal lords (daimyo) as administrative heads and their 

subservient warriors (the samurai). The result was an 

effective transfer of decision-making power to the lower and 

more involved officials (Smith 1961:376-377). Consequently, 

we may conclude that long before the arrival of Japanese 

industrialization, a high-status class of bureaucrats, with 

clerical and managerial abilities and characterized by 

exclusive bonds of loyalty and a power structure based on 

decisions made at the middle levels, existed to serve as a 

template for the modern firm (Helvoort 1979, Taira 1970). 

The model for lifetime employment also draws some of its 

roots back to the samurai tradition. The samurai, as 

retainers for the feudal lords, were organized in tight, 

hereditary, hierarchical groupings with advancement from one 

to another officially not permitted. The governments of each 

lordship were faced with the task of finding able people who 
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could run the regime's affairs at early ages without offending 

higher ranking but less gifted members (Drucker 1971) . Hence, 

we see an early influence on the lack of inter-firm mobility, 

the emphasis placed on recruiting, and the seniority ranking 

system of the modern firm. Another influence emerges from the 

lifetime training characteristics of the samurai. There were 

two traditional skills which the samurai pursued for their 

lifetimes: swordsmanship and calligraphy. The emphasis was on 

continuing one's training after one had achieved mastery 

(Drucker 1971). From this we may better understand the 

emphasis placed on continuous training in the modern firm. 

One of the comparisons between the ie and the modern firm 

which contradicts the family/firm analogy is the role of 

women. The rigid division of labor in the modern firm does 

not fit the model of the relatively more egalitarian division 

of labor in the commoner ie. A more accurate influence on the 

role of women in the modern firm appears to come instead from 

the traditional aristocracy. Sex roles and the division of 

labor were more strictly divided among the upper class than 

among the commoner classes. Furthermore, aristocratic women 

were strictly subservient to their husbands and seldom 

accompanied them outside of their houses and neighborhoods 

(Pharr 1976). Male vassals were considered juristic persons 

with rights and obligations, while female vassals had only 

duties and obligations and were prohibited from conducting 
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ancestral rites or playing public roles in society (Paulson 

1976). 

A final influence of the aristocracy on the modern 

firm compares the samurai code of ethics to the professional 

code in the modern firm. The samurai code was based primarily 

on loyalty although it also included the notion of duty, the 

concept of indebtedness and obligation to one's superiors, and 

a general tolerance of human behavior. Sours (1982) proposes 

that the values of loyalty to leaders, conscientious execution 

of duty, and caring for subordinates were transferred from the 

samurai class to the managerial class of industrialized Japan 

during the Meiji Restoration. 

In summary, knowledge of the Japanese aristocracy 

appears to be critical to an adequate understanding of the ie 

and especially the modern firm. Indeed, it appears that in 

many respects, the aristocratic household proves to be as 

adequate of a model for the firm-family analogy as the 

commoner household. 

General Economic Environment 

A fourth influence typically ignored by the family/ 

firm analogy concerns the general economic environment in 

which both institutions are embedded. These economic 

influences occur at both the level of the individual and at 

the level of industry. In regard to the former, the 

family/firm analogy fails to adequately consider individual or 
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personal goals and needs. Marsh and Mannari (1976) conclude 

from their research of three Japanese factories that the 

lifetime commitment model is not based on company loyalty 

alone. Rather, they found the reasons behind employees 

remaining in their large firms to be due more to such factors 

as job satisfaction, the desire for cohesiveness and security, 

the lack of opportunity to change jobs, family and local ties, 

age restrictions, and other reasons which indicate individual 

pragmatism and utilitarianism. At the level of industry, 

there are a number of economic forces related to the nature of 

the work which have a heavy influence on the level of 

institutionalized paternalism. A few examples should suffice. 

According to Bennett and Ishino (1963), the level of 

institutionalized paternalism increases with: greater use of 

human labor relative to mechanized labor; greater local (i.e., 

not international) focus of the economic activity; lower skill 

levels required; a work force characterized by low wealth, low 

education, and high mobility; and conditions where the forces 

of change and improvement are weak. 

Another important economic environmental influence 

affecting the analogy is the rate of economic growth. 

Abegglen (1973:44) concedes that the family-firm analogy is 

dependent on rapid economic growth and can not be maintained 

without it. 
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The Role of Political-Economic Ideology 

Related to the above discussion on economic 

environment is a fifth influence ignored by the family/firm 

analogy. This concerns the role played by political and 

economic ideology. By this I mean the conscious and willful 

manipulation of the firm-family analogy for purposes of 

political or economic self-interest. The main criticism of 

the family/firm analogy here is that it fails to acknowledge 

its historical use as ideology. The fact that the analogy 

exists at all or is based on the commoner ie rather than the 

aristocratic ie may be partially attributed to its specific 

usage by various Japanese political and economic groups over 

the course of industrialization. Three examples of the use of 

the firm-family ideology will be explored below. 

A first use of the firm-family ideology in Japan came 

in the late nineteenth century at the onset of 

industrialization. At this time, industry was still a 

relatively despised occupation (Clark 1979:47). However, 

industry was growing, and the bulk of the labor force was 

coming from rural and often isolated areas. Leaders of 

industry realized the importance of the rural labor market to 

the success of industry and implemented a social system in the 

factories based on vertical ties and paternalism. This was an 

attempt to attract rural workers and ease their transition 
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into the factories by catering to some of their expectations 

associated with other traditional social groups. The 

importance of this use of the ideology eventually decreased 

when industry began to recruit more from urban areas. 

Events changed between 1890-1920 as the Japanese 

industrial complex became troubled by labor shortages and 

increases in labor mobility. This caused uncertainty and 

inconvenience to employers in their attempts to retain a 

constant and trained labor force. Consequently, management 

policies moved to implement a system designed to keep 

employees at the same company for long periods of time rather 

than a system based on contractual arrangements. Welfare 

benefits and company housing, benefits similar to those 

enjoyed in ie households, were used to entice employees from 

leaving. 

The third example arises with the increasing labor 

unrest which characterized the early part of the twentieth 

century in Japan. During this period, unions were growing in 

power and making increasing demands on industrial firms. At 

about the same time, the Japanese state was attempting to 

enhance its control over the Japanese population by installing 

a "state as household" ideology. Under this ideology, Japan 

became a patriarchal state with the Emperor as the father and 

the people as his children. Upon witnessing the success of 

this strategy, industrialized companies attempted to foster 
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unity and harmony among their labor forces by following suit 

(Fruin 1980:446). They created a "firm as family" ideology 

and inserted the firm as an intermediary between the household 

and the state. This firm as family ideology called for the 

absolute submission of employees to management in return for 

care and guidance. Those who rebelled against the management 

were made to look like "spoilt children disobeying parents and 

disturbing the peace and harmony of the family" (Kawamura 

1989:217). Numerous examples illustrate this use of the 

firm-family ideology. The Noda Shoyu Company in the late 

1920s, following the end of a long and bitter strike, began a 

campaign of company education that preached that all 

employees, from board members to shop sweepers, were members 

of one "family" (Fruin 1983:5). The "familism" ideology was 

also used for the nationalization of 17 private railways into 

one huge company called National Railways (Hirschmeier & 

Tsunehiko 1975:221). Using the ideology, the organizers were 

successful in combining many different traditions under the 

name of one united "family". 

The Role of Historical Political Changes 

The final influence on the family/firm analogy to be 

discussed as part of this section criticizing the analogy for 

ignoring pertinent contextual influences is the role played by 

political history. One cannot properly understand either the 
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ie or the modern firm independent of the political and legal 

constraints under which they were operating. The definition 

and perception of the ie has evolved over time from its 

standard form in the Tokugawa period to its legal 

institutionalization during the Meiji Restoration (by the 

Meiji Civil Code and the Family Law in 1898) and later to its 

abolishment by the New Democratic Constitution and Civil Code 

of 1948. Likewise, the modern firm has changed substantially 

from the Ordinance Prohibiting Changes in Place of Employment 

in 1940 to the abolishment of the zaibatsu system by the New 

Democratic Constitution and to the 1986 equal employment 

opportunity law providing equal opportunity in work regardless 

of sex. These changes play instrumental roles in determining 

the forms and functions of each institution. 
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CHAPTER 7 

CONCLUSION 

It has been said that the "most fundamental values in 

a culture will be coherent with the metaphorical structure of 

the most fundamental concepts in the culture" (Lakoff & 

Johnson 1980:22) . The concepts of the ie and the modern firm, 

and the values they represent, are critical to an accurate 

understanding of Japanese society. While the ie may no longer 

exist as a legal, physical entity, the concept of ie continues 

to have a pervasive influence on Japanese social organization. 

Likewise, and based on Japan's economic performance in the 

past century, the modern-day firm is destined to remain a 

dominant component of Japanese social and economic 

organization for years to come. Will either system last 

indefinitely? Will the ie be able to withstand the movement 

towards single and nuclear family households? Will the 

company be able to integrate new institutions into its 

traditional social roots? And how will Japanese values change 

as a result? The great significance attributed to these 

questions is illustrative of the importance of the family, the 

firm, and their interrelations to Japanese society. Only the 

future holds the answers. 
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At the present, however, the Japanese family and firm 

are often made analogous to one another. My goal in this 

paper has been to reconstruct this analogy and determine its 

appropriateness and utility. My conclusions are mixed. As 

analogies are powerful ways to understand how things work, I 

cannot deny the utility provided by the family/firm analogy 

for better understanding either the Japanese family as an 

economic unit or the distinctiveness of the Japanese firm as 

a social unit. However, the utility of the analogy—and for 

that matter, all analogies—is limited by the accuracy of its 

component parts. The family/firm analogy is therefore only 

applicable in relation to the specific models of the ie and 

modern firm as they were described above. 

Unfortunately, this is not the only problem facing the 

analogy. Both the family-firm and firm-family analogies 

suffer from oversimplification. The models for the ie and the 

modern firm are accurate as specific examples, but they do not 

do justice to the great variety of forms and functions which 

occur in "real" families and firms. The firm-family analogy, 

as it is developed from a structural-functional perspective, 

suffers all of the traditional ailments of such arguments. 

The ahistorical, synchronic, and socially homeostatic approach 

taken by structural-functionalism prevents adequate 

understanding of variation within and changes to the 

institutions. The family-firm analogy, as it does account for 
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such things as economic pragmatism, fares somewhat better. 

Finally, the family/firm analogy inevitably falls short in its 

test of inappropriateness due to the decontextualization of 

the institutions. The analogy fails to provide a complete 

understanding of either the ie or the modern firm because it 

ignores the influences arising from their greater social, 

economic, and political environments. 

Some concluding remarks on analogies in general are 

also appropriate here. Lakoff and Johnson (1980:156) note 

that metaphors not only help in understanding different things 

but may even create realities for people. Metaphors may serve 

to guide future actions which, in turn, fit themselves to the 

metaphor, thereby creating self-fulfilling prophecies. Thus 

are metaphors powerful. However, they can be dangerous as 

well. When they become overworked, and I agree with Fruin 

(1980) when he concludes that the Japanese family/firm analogy 

tends to be overworked, ambiguity and confusion over the 

limits of the analogy can cause users to lose sight of where 

the analogy ends and where reality starts. Analogies 

approached from cross-cultural perspectives are especially 

hazardous due to the tendency of the user to focus indulgently 

on what is exotic and unique in the analogy. What is lost in 

these cases is the great diversity existent in human cultures. 
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In the end, metaphors are only trying to do what 

humans spend a lot of their time doing anyway: making complex 

things simple. It is fine, if not necessary, to simplify 

things in life, but when we cease to acknowledge the 

complexity (i.e., the reality) behind that which we are 

simplifying, then we risk ceasing to understand anything at 

all. 
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