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ABSTRACT

Japanese nmanagenent is currentl a prine topic in
managenent circles. Australia and other industrialised
nati ons have been anmazed at the rapi d pace of devel opnent
in the Far-East. This devel opnent has now spread t o ot her
culturally simlar economes in East Asia, to the
enbarrassnent of the developed world. Countries in the
developed world had taken it for granted that their
superior know edge in technol ogy and managenent skills
would provide them wth the means of continuing world
econom ¢ dom nance. This, we now know, is no |onger true.
The basis of economc growh and devel opment may have
nore to do with attitudes to work, than nerely possession
of advanced technol ogy or even nanagernent skills.

In this paper we wll examne the cultural factors lying
behi nd the Japanese style of nanagenent and identify the
main features of Japanese work ethics. Sone attenpt is
al so made to evaluate the strengths and weaknesses of the
Japanese nanagenent style. W also critically evaluate
Ouchi’s celebrated Theory Z Fnally we will look at the
| essons of Japanese work ethics for Australia and other
devel oped Vst ern nati ons.



| NTRODUCTI ON

The |abour force at VWedgwoods nain Ep))otter factory at
Stoke-on-Trent in Britain were in trouble. The recession,
Increased conpetition and strained relations between
nmanagenent and | abour had led to a 30%reduction in their

nunber s. Further redundancies were anticipated. Two
years |ater, after Japanese mnanagenent and production
net hods were introduced - perfornmance, job satisfaction
and managenent - | abour relations had all inproved, while

Wedgwood’s quality circ]}es were saving the conpany as
nmuch as $700, 000 a year.

O the other hand goi ng Japanese did not do nuch for the
workers at Hitachi’s colour-television factory in
Aber dar e, Vél es. Despite  substanti al gai ns In
productivity, the conpany had yet to turn a profit. It
was plagued by strikes and |abour unrest, and enpl oyees
charged Hitachi W th "coldheartedness" in refusing to
respond to demands for better working conditions. |In My
1984, the conpany reacted in a decidely un-Japanese
nanner . It issued a bli zzeard of pink slips, firing 508
of the plant's 1400 workers.

For better or worse, both these ventures are products of
Japanese style managenent, the nost highly touted
busi ness innovation in recent years. It all began in
the 1950’s and the 1970’s, as Japan's economc mracle
undercut and threatened Anerican and European industry.
Véstern managers turned to the East for clues that woul d
hel them attain higher levels of productivity and
quality. The search for answers to how Japan does it
has becone a growth industry today. Experts and anmateurs
have inundated wus wth varying explanations, sone
credi bl e, others patently ridicul ous.

In the West, nanagenent has added new termnol ogies to
explain the participatory style of nanagenent in their
work environnent. Nanme changes and sone acronyns used
commonly include IMPS (Inproved Methods and Product
Seekers), TCPS (Turned On to Productivity and Savings),
JET (Jo? Enri chnent Teans) and, WT (VWrk | nprovenent
Teans) . For exanple, the Ford Mdtor Conpany was $US1.6
billion in the red, and the Ford President, enlisted the
help of W Edwards Deming as a principal consultant to

the conpany. Demng, an Anerican who first introduced
statistical concepts of quality control leading to
Quality drcles in the re-industrialisation of post-war
Japan,” was relatively unknown in Anerica. 4 He was
"discovered" in Anerica after appearing in June 1980 in
the National Broadcasting ( white paper segnent

titled ’if Japan can...why can’t we?’. king sone of
Deeming’s ideas, already successfully applied in Japan,
such as quality circles, Ford Launched its so-called
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enpl oyee involvemrent schene, in a bid to inprove
productivity and profitability.

This paper is an attenpt to identify plausible reasons
for Japan’s economc success. In doing so, we first
examne the contextual fabric in which the Japanese
managenent system is enbedded. V¢ then examne the key
features of Japanese-style nanagenent. W consider the
drawbacks and limtations inherent in the Ja|oanese way of
doing things, W examne and critically eval uate ouchi’s
Theory Z as a theoretical explanation for the basis of
Japanese mnanagenent. Finally we discuss the enpirical
evi dence about the transferability of Japanese nmanagenent
to Australia and New zZealand.

CONTEXTUAL FACTORS CONTRIBUTING TO THE SUCCESS OF
JAPANESE- STYLE MANAGEMENT

The busi ness and nmanagenent nethods of any nati on cannot
be studied in isolation, divorced from its culture,
tradition, politics or environment, Business and
corporate behaviour should be analysed wthin the
framework of a social systemwhere all the elenments of a

soci ety are |inked together and affected by one another's
acti ons.

It nust be appreciated that the Japanese-style of
busi ness and managenent is deeply rooted in tradi tional
Japanese society and culture, and g’s consi derabl y
I nfl uenced by their values and attitudes.

Sone key contextual factors have paved the way for the
1§u|c:|ces._s of Japanese-style nanagenent. They include the
ol | ow ng:

an authoritarian society

Even in today's "democratic Japan" despite nuch public
rhetoric there is little conviction that the nass of
peopl e have an inalienable right to choose their |eaders
or system of government, although such feeling is
increasing. The system is neither totalitarian nor
dictatorial, but rather authoritarian.

This system of authority and acconpanyi ng veneration and
respect for it, has its roots in the "oyabun-kobun"
(father-child) relationship between two  Japanese
persens. &-oups in Japan are based on the aggregation
of such relationships between individuals. Features of
this relationship are the paternalismof the "oyabun" and
the loyalty and devotion of the "kobun".



A conmmunal out | ook

In nost activities and issues the Japanese traditionally
think of thenselves as nenbers of a group, and their
satisfaction is largely achieved through group fulfil nent
of groug_ Ot{j ectives. ere is 131 te\rll\ﬁency t o . enphasi s
nust agai nst  "them". nsequent [y, en ‘the indlvidua
faces an outside group, he establishes his point of
referepce not in terns of who he is, but in terns of his
gr oup.

Inthis regard, it should be noted that one of the worst
of all sins for'the Japanese is to display an egoistic
di sregard of group tendencies - or often just to display
any individualismat all.

This value system is instilled at an early age.
Kenichi Chrae illustrates this in recalling his school
years I n Japan.

“"whenever | wanted to do ny ow thing, | was
constantly remnded that the nail that sticks up,
gets hammered down'. 8

Factions and cliques

The oyabun-kobun system of personal relationships,
coupled wth the Japanese need to belong, are the nain
bases for the formation of cliques ("habatsu") wthin a

| arger group. diques or faions are pervasive in
Japanese society, protecting nenber interests and
providing a system of checks and balances wthin an
or gani sat i on. Menbership of a clique in an organi sation

depends on factors such as comng from a particular

university, narriage ties, or assignment to the sane
section in a conpany.

Though ’officially’ frowned wupon in organisations,
factions are tolerated as they pronote and sustain
informal superior-subordinate relationships and help
facilitate a two-way flow of communication. The
exi stence of factions possibly makes it difficult for
Japanese conpanies to hire outside experts at higher
managenent levels as they can not becone part of the
i nternal network.9



Copyi ng and perfecting technol ogy

Few nations have so sought and copi ed' t hebest from ot her
societies as Japan. Throughout their history, the
JaPanese have admred good craftsnmanship and have been
abl e to naster any technol ogy avail abl e to them

They have not only been able to enualte or duplicate
another nation's technology, but also to perfect it in
such a way that it becane typically Japanese or better
than the orig;,al nodel. Even today, emulation is a
Japanese forte. 1)

Future orientation

Japanese society tends to be forward |ooking in a nmanner
that is difficult for westerners to understand. This is
Ber haps related to the Japanese notion that individuals
enefit only through the elevation of the dqroup as a
whol e.  Consequent|y, Japanese corporations differ from
their western counterparts by OP“ ng for long-term
security, rather than short termprofits.

A contributing factor here is that nuch of Japanese
industry is owed by banks = who are nore interested in
reinvesting profits of firns for future growth, rather
t han short-range divi dend i ncreases.

This future orientation is also reflected in Japan's

dedi cation to savings. Japanese people, no matter how
wealthy or nodest their neans - save noney. Their
deposits have given the nation's industry the capital it
has needed to keep Japanese pl ants nodern and producti ve.

| n 1980, Japanese workers saved an estinated 20% of their
i ndi vidual and famly ifcones - nore than three tines as
nmuch as the Amwericans. 1

Busi ness- Gover nnent rel ati onshi ps

"Japan Incorporated" IS a term used by sone to describe
t he cl ose working rel ati onshi p between t he gover nnent and
business in Japan. It inplies governnental control of
Japanese industry, which is incorrect. As Kenichi Chnae
poi nts out, Japanese governnent and business maintain a
coach-tean relationship; there is influence rather than
controf. Admttedly, there was a tinme when the
Mnistry of International Trade and Industry (MITI) used
to hold great sway in playing a directing and co-
ordinating role in certain industries such as steel and
conputers, but its power declined as Japanese firnms grew



financially stronger and i nvested over seas.

Today MiTI is kept inforned of what conpanies do, but
each conpany can do what it chooses.

Wat the Japanese governnent attenpts to do is try to
forge consensus on the direction in which Japanese
industry should be headed. It also encourages wth
incentives firns which have potential for conpeting
internationally by neans such as:

. extension of foreign capital aid;

. granting choice of |ocation to corporations for
new pl ants on recl ai ned | and,

. creating tax havens for conpani es geared to
noder ni se their plants.

Because of Japan's dependence on other nations for its
raw naterials, the government al so encourages firns and
banks to invest abroad - where supplies of raw naterials
exist. Apart from MITI, other governnental agencies
i nvol ved 1 n these devel opnental efforts are the Mnistry
of Fi Nance, the Land Agency and the Economc M anning
Agency.

KEY ASPECTS OF JAPANESE- STYLE MANAGEMENT

There is no generally accepted view of Japanese
nmanagenent anong witers in Europe and Anerica, and yet
effective managenent has been a najor factor in the
advance of Japanese conpanies. The follow ng are key
aspects of Japanese-style nanagenent, derived from
vari ous sources. The nanagenent and personnel practices
whi ch we discuss are nore relevant to the |arger and nore
conpetitive Japanese corporations than to snaller
conpani es.

Deci si on nmaki ng by consensus

"Ringisei" is the Japanese term for decision naking by
consensus. Under this system any changes in procedures
and routines, tactics and even strategies are origi nated
bK those who are directly concerned wth these changes.
The final decision is nmade at the top level, after an
el aborate  examnation  of t he proposal  through
successively higher levels in the managenent hierarchy,
which results in acceptance or rejection of a decision.
Gonsensus has to be achi eved at every organi sation |evel.
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The process is highly decentralised, but there is sone
controversy in the literature about whether consultation
general | y operat es from the bottomof the organisation up
or fromthe top down.

The "ringi" process may vary between organisations, but
usual ly consists of four steps; proposal, circulation,
approval and record. A typical decision sequence is
described below Wien a decision of inportance is to - be
nmade, the initiator consults everyone who nay be affected
by it, as well as those who are in a position to

influence its outcone. ~ As everyone’s Vviews are
consi dered, areas of potential disagreenent and conflict
are mnimsed. It is a time consumng activity, as

support for a decision has to be obtained within a given
| evel and between organisational levels. It should be
noted t hat discussions and consultations up to this point
are infornal and verbal .

Wen consensus on an issue or decision is obtained the
first part (the so-called, "Nemawashi" part) of the
Ringisei process ends. Next cones the ringi stage; this
invol ves the formal procedure to obtain authorisation
stages. (Once a proposal is accepted during the nemawashi
stage, it is seldomrejected in the formal ringi stage.
The nenmawashi stage is used to elimnate di sagreenent or
conflict, while the ringi stage fornmally confirns
agr eenent . The ringi stage ensures that responsibility
for a decision i s assuned §¥ all persons who have af fi xed
their seals of approval. 6,1

Active role of middle and top management

Mddl e nmanagers perform an essential role in the rin?i
system How well a mddl e nanager can performthis role
w il depend |largely on his personal relationship and ties
with other managers. The ringi systemis effective only
if the mddle nmanagenent is conpetent in terms of its
abilities to bridge the gap between |ower and higher
| evel s of managenent. Personal relationships wth other
people in the organisation are therefore very inportant.
In  Japanese firns, mddle nmanagers acquire these
attributes through the system of job rotation and the
acconpanyi ng trai ni ng ﬁr ogrammes.  The syst em encour ages
fgrclarsoglxgl ti es which enhance the efficiency of information
oW

Under the ringi system top managenent is expected to
cope wth crisis situations. The chief executive cannot
alter the ringi-sho, and seldom disapproves of it.
Conflict is avoided by the care which |ower-Ievel
managers take to ensure that no ringisho which will not
nmeet his approval will reach the chief executive. Mst of
top management’s working tinme is spent establishing and
maintaining close relations with policymakers in other
corporations and governnent departnents. This contri butes



9
substantially to the close co-operation between the

Japanese gover nnent apd (Private i ndustry which we have
previ ousl y nentioned, 1212

Lifetime enpl oynent

Lifetime enployment creates a high degree of
enpl oyee stability and together wth other mnanagenment
practices, generates tremendous enployee loyalty to the
conpany. This neans that a conpany can invest noney in
traini n? enpl oyees, confident that once they are trained,
they will not be hired anay by conpetitors. An enpl oyee
normal ly enters a conpany after %raduatlng from his
school or university and st ags in the conpany until the
official retirenment age of Dbetween 57-60 years. Unless
accused of msconduct, an enployee's job secunt}y S
virtually guaranteed. About 35% of Japan's |abour force
are covered by the lifetine enpl oynent system al nost all
of them are enployed in Japan's |argest and nost powerful
conpani es. The success of the system hinges on the
fulfilment of expectations of the enpl oyer and enpl oyee.
For the enployer, there is the expectation that the
worker wi |l stay; for the worker; the expectation that he
will be allowed to stay. ¢!

Seni ority-based wage system

| n Japan, the renuneration of the enployee is determned
for the nost part by the nunber of years he has spent
with the conpany. Though age and |evel of education at
time of entr%/ are inportant, seniority is the prinary
det erm nant of conpensation in Japan.

The system avoids potentially destructive conpetition
bet ween enpl oyees and pronotes a nore harnoni ous group
relationship. It also tends to encourage long and
faithful service to the enpl oyer.

The conpensation system assunes that |onger experience
nmakes an enpl oyee nore val uable. Hence, pronotions tend
to depend on seniority too. It is rare to find an
enpl oyee worki ng -under another with less seniority if
both have simlar educational backgrounds. The enphasis
on seniority in conpensation and pronotion probably has
its roots In the vener_atlon2 and respect for authority
enbedded i n Japanese soci ety. 22
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Training by rotation

A Japanese enpl oyee keeps on training as a regul ar part
of his job until he retires, He is trained not only in
his job, but in other jobs at his job level. The on-the-
job training by rotation pronotes flexibility in the
wor kforce, as well as devel opi ng mddl e or upper nanagers
into "generalists"® Wwth broader perspectives and
experience of the conpany's business. Onng to lifetine
enpl oynent, nobility between firns is practically non-
existent, while nobility wthin the firm is alnost
unlimted, The advantages of nanagenent devel opnent by
job rotation are several.

It enables the firmto re-assign production and
of fice workers nore freely.

Due to their job security, enﬁloyees are nore
receptive to organi sati onal changes and the
i ntroduction of new technol ogy.

|t can produce good general managers. The
systemal | ons an enpl oyee to build w der

i nterpersonal relationships @hich nmay result in
freer information exchange. 2

Ent erpri se uni ons

Japanese unions are usually organi sed on a conpany basi s,
as opposed to the craft, industry or general unions
common in the United States and other parts of the world.
The conpany union gives both nanagenent and workers an
identity of purpose and provides an environnent in which
there Is greater co-operation for the achievenment of
conmon goal;_4 Characteristics of the enterprise union are
as fol |l ows:

Menbership extends to all regul ar enpl oyees - both bl ue
collar and white collar. Union officials consist solely
of conpany enployees. The union is regarded as an
aut ononous body ose sovereignty is recognised wthin
the nationw de union power structure. The enterprise
union will negotiate independently wth its ow enpl oyer.
Resol ution of |abour disputes differ narkedly from those
of the west. First, there is societal pressure for
consensus. Industrial action also involves raising the
public's awareness of the failure of the enpl oyer to neet
t he workers needs. Because they are aware that their
members’ interests are bound up wth those of the
enterprise, the unions are unlikely to take any action

which na,, prejudice the future of the conpany and their
nenber s. 35



LI M TATI ONS OF JAPANESE- STYLE MANAGEMENT

Many observers of Japanese managenent practices have
taken the view that these practices are desirable to be
applied in other countries and cultures. Cbnsequentlﬁ/,
little attention has been paid to the costs which the
system inflicts on society in general, and workers in
articular. Thesecosts can be substantial in terns of
oss of individual freedom a rigid social structure and
sacrifice of other values which individuals and grouEs
may cherish. Another little known fact, is that the
benevol ence of the Japanese nanagenent system iSs not
bestowed on a pajority of workers, but is limted to a
small mnority.

The large majority of workers toil for substandard wages,
wor k under unsafe or sweated conditions, and account for
much of the Japanese success story.

As indicated earlier, approximately 35% of the total
wor kforce enjoy the privileges of lifetinme enpl oyment in
Japan. VWnen are al nost never granted this privilgge, and
therefore occupy the | owest-paidjobs in i nd%stry. )

Most conpani es provide lifetine enpl oynent and seniority-
based wages to a small fraction of their workers. The
rest of the workers consist of experienced recruits -
enﬁlo ees who did not join the conpany right after
school, and tenporary workers. The segregation of
enpl oyees into lifetinme enpl oyees, experienced recruits
and tenporary workers neans differential treatnment for
many doing essentially simlar work. Tenporary workers
are denied job security and other fringe benefits. S nce
unions do not operate in the sane way as in the west,
t hese workers are nost often affected by downturns in the
econony.

Sat oshi Kanatazgaints a depressing picture of a Toyota
assenbl y plant. Wrkers are subjected to assenbly |ine
sPeed ups; injury rates are high, safety consists |argel

of exhorting workers to avoid accidents regardless o
unsafe equipnent, and workers suffer poor working
conditions or fatigue. \Wrkers rarely have privacy or
i ndi vi dual freedom

Another limtation involved in the practice of lifetine
enpl oynent is the retirement age, which is usually 55. As
retirenent benefits are rather neagre, the retired
enT)I oyee faces considerable hardship. Bigibility for
wel fare pensions only begins at 60. Even receiving a
ﬁen_s.l on'doesnot normally free the retired enpl oyee from
aving to work. So, many becone tenporary workers - at
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wages only a fraction of what they are worth.
"Retirement" in Japan tends to nean a cut in dpay,
practical | no jo and financial security, an a
substantial loss in rank.

As nentioned earlier, lifetine enploynent nakes it
difficult for an outsider to integrate wth the
organisation. It is rare that a conpany can hire outside
experts. Hence corporations mnmay have difficulty in
assimlating and devel oping new ideas and technol ogg,
though they have conpensated for this in the past by
i nporting technol ogy fromthe west.

The seniority based wage system nakes it difficult to
reward individual creativity and excellence. As seniority
(and not performance) is the criterion, conpanies nay end
up paying %’gigher wages to those who are |ess capable or
conpet ent . < The ringi system avoids individual
responsibility for mstakes and denies credit for bold
decisions mainly due to the nature of the "oyabun-kobun"
relationship. If higher managenent approves a group’s
deci sion, subordinates wll accept it and commt
thenselves to inplenenting the plan, In return, hié;her
managenent is wlling to accept a decision approved by
| oner managenent, and to assume the responsibility for
its out cone and consequences.

The drawback of the consensus system is its slow pace.
However, Peter Drucker has argued that the strength of
this systemis its ability to induce coomtnent to those
involved in its inplementation, thereby speeding up the
whol e process. 3% It is conceivable that the system nay
not work efficiently if circunstances denand a deci sion
in the mddle of the ringi process. GConsequently, a
deci sion nmay be nade w thout consensus and nmay result in
| ower noral e and comm t nent,

Gan ’?Japanese nmanagenent techniques be applied in the
west

As our two introductory exanples indicate, attenpts have
certainly been nade to apply Japanese nanagenent
techniques in the west, with varyin e%r ees of _guccess.
WIliam Quchi, in -a well-known book, Theory z,3! and a
nunber of other articles and witings, has put forward
the best argued case for a theory which can be
successfully applied in the west.

Quchi argues that the theoretical basis of the Japanese
managenent system outlined above is the existence of
"industrial clans™, which have developed by a slow
organi ¢ process w thin Japanese society. Drawng on the
work of the classic French sociol ogi st, Eml|e Durkheim,
Quchi suggests that industrial organisations in the big
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busi ness sector of the Japanese econor;rjy can be descri bed
as clans in the sense that they provide enpl oyees with a
feeling of social cohesion and stability, and a sense of
bel onging, neaning and direction in life. It is these
characteristics which have been lost in western society,
which is suffering, in Durkheim’s terns, from a probl em
of normessness, wth the decline of the famly, and
other traditional social institutions and val ues.

In the case of Japan, the values wunderlying the
i ndustrial class have devel oped, according to Quchi, as a
result of cultural inperatives i.e. they are a product of
Japanese history and economc and soci al devel opnent .

Wstern societies obviously have different cultural
traditions fromthose of Japan, which suggests, at first
blush that industrial clans cannot be created in those
societies. However, Quchi argues that this is not true.
He argues that the conditions necessary for the creation
of clans can be artificially nmanufactured. This can be
done by the owner or founder of a firm creating a
corporate phllosoph)é (or culture) enphasising the sane
val ues which have been identified as |lying behind the
Japanese system

In addition to the functions of providing a substitute
for Japanese values and the basis of creating an
industrial clan, such a corporate philosophy is also
viewed as replacing bureaucratic hierarchies as the
source of control and direction. On the basis of such a
phi | osophy, practices of |ifetine enploynent, and group
and consensus deci si on-naki ng Japanese style can then be
| npl enent ed.

Wile Quchi hinself has not explicitly provided a

concept ual franer(?k whereby suc a process mght

operate, Sullivan has drawn up a conparative chart,

based on ouchi’s work, which attenpts to depict a

%tw%able framework, conparing Japan and the United
at es.

The basic assunption about western societies which
underlies ouchi’s prescriptionis that, in fact, they are
in a state of normessness, and that, |acking social
cohesion and stability, mnany people |eading unhappy
lives, wthout direction, drifting between j30bs and
rel ati onshi ps and | acki ng neani ng and ful fil ment.33

Many soci ol ogi sts agree that these trends are at work in
western industrial societies, and there is evidence to
support their views, in the formof rising divorce rates,
increasing nunbers of single parent famlies, higher
i ncidences of crine, and frequent job-changing by those
wth highjob nobility in the community.



OUCHI’S8 THEORY 2

JAPANESE VERSI ON  AMERI CAN VERSI ON

Cultural Im_perativel l Managerial Decision]

Corporate Philosophy
Creating Industrial

Clan
¥ d
Incentives Incentives
Lifetime Employment Long Term Enployment
ete. Flat Hierarchies, etc.
Involvement
Cooperation ‘-:
Closeness

TRUST

Employee Satisfaction
and Sense of Autonomy

l

Increased Productivity

Source: Sullivan, J., A Critique of Theory Z. Academy of
Management Revieu, 1983, Vol. 8, No. 1, p.133.
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However, it is the concl usions which Quchi draws fromhis
anal ysis, and the prescriptions for change which are nore
controversial. He argues that bureaucratic organisations
need to be converted Iinto industrial clans to supPIy t he
deficiencies created by the decline of traditional noral
values in the west. In order to achieve this end, a
nunber of changes in bureaucracies have to take place.
They include the capacity to exert noral influence over
enpl oyees, throu?h the nedium of a corporate phil osophy,
the adoption of a noral role in society by Ilarge
organi sations and the subordination of the individual
enpl oyee's goal s to those of the common good.

Wile the enployee will have to sacrifice sone of his
individuality, Quchi argues the benefits to him wll
include the substitution of a tightly-knit, work-based
social comunity, for the norm essness of contenporary
i ndustrial society, and ﬁsyc_ho_l ogical relief from the
t ensi ons, ant agoni sns and oﬁl lities inherent inlife in
the traditional bureaucracy.

Quchi views the establishnent of nore trust between
wor kers and nmanagenent in organisations as fundanmental to
the transformation of bureaucracies into industrial
clans, but he insists that a change in the whol e basis of
organi sational values is required. This differentiates
his position from that of neo-human relations witers
like Argyris and McGregor, who argue for greater trust
t hrough the nechanismof snall groups w thin the existing
structures of organisations. hus, oOuchi’s argunent is
"institution-centred" rather than group-based.

Critique of Theory 2

There are a nunber of probl ens which can be identified in
ouchi’s work. Firstly, there is the problem of how far
Oouchi’s portrayal of Japan as characterised by
“industrial clansV is enpirically correct. Sul livan
reviews the evidence, which he regards as, at best, only
partial ly supporting ouchi’s hypot hesi s.

Sul l'ivan points out that workers* commtnents to firns in
Japan is often the result of |abour narket conditions
rather than a sense of solidarity with the conpany, and
the evidence indicates that many workers seem to feel
resentnent at their powerlessness and dependence on their
conpani es, rather than the loyalty portrayed by Quchi .

Secondly, Sullivan argues that there is a substantial
body of evidence, including that derived from the study
by Hofstede’®, indicating that the values of Japanese
managers are anything but egalitarian. Thus, power,
rather than trust, can be seen as formng the basis of
rel ati onships between nanagers and workers in large
Japanese conpani es.



Sul | i van concl udes that Japanese managenent practices nay
ultinmatel y have sone of the effects attri buted_t%_/them by
Quchi, but not for the reasons advanced by Quchi .

Theory Z has al so been criticised on theoretical grounds.
Sul livan argues that the relationship between incentives
and Broductlwty attributed to the operation of Theory Z
can be 'equal |y pl ausi bly expl ained in another way, which
he calls "anti Theory 3z". V¢ reproduce a diagram
summari sing this argunent.

Sullivan also quries whether industrial clans, even if
they exist in Japan, are nore productive then
bur eaucraci es, and' coul d_they be introduced and function
successful ly in the west.?3

TRANSFERABI LI TY OF JAPANESE WORK ETH CS

As the preceding di scussion shows, western nmanagers woul d
be unwi se to borrow uncritically fromJapanese nanagemnent
practi ces. dearly, the success of these practices to
date has depended very nuch on socio-cultural factors.
There are also those who argue that Japan has passed its
peak as an industrial power, and that, therefore, it nay
notI be the nost appropriate exanple to even try to
enmul at e.

However, despite cultural differences, the western
manager nay well benefit from reflecting on Japan's
experi ence. For Australian and New Zealand nanagers,
this may be particularly apt, given Japan's status as
Australia’'s and New zealand’s biggest trading partner, if
only because the organisations of the future in both
countries wll have to be nore export-oriented to
survive, and it helps to know how one’s opposite nunber
I n the Japanese corporation thi nks and oper at es.

Ouchi’s witings also denonstrate that there nay, at
| east, be the possibility of transplanting sonme Japanese
practices successfully to the west, 1f the right
organisational climate can be <created for those
practices, notably enploynent security and a nore
partici pative managerial style of deci si on-naki ng.

JAPANESE MANAGEMENT | N AUSTRALI A AND NEW ZEALAND

At its nost fundanental |evel, the issue of success of
t he Japanese managenent system and the possibility of its
transferability to countries like Australia, cones back
to an examnation of conparative val ue systens.



Anti-Theory Z

INCENTIVES

PROBLEMS I N THE IMPACT

OF THEORY Z INCENTIVES

Theory 2

INCENTIVES

Lifetime Employment
Nonspecialized Careers
Automatic Promotions

Lifetime Employment

Nonspeciali zed Careers

Automatic Promotions
Cansensus Dacisians

b

W

Some Minimally
Competent Managers

Intimacy and
lnnalvement

Occur

y

Need to Depend on

Subordinates to Hake Trust
Consensus Decisions and
Share Responsibility

vL WV
Bureaucratic
Hierarchical Relationships sattisfaction
Are Thus Protected

W v

Productivity Productivity

Source: Sullivan, J. A Critique of Theory Z, op.cit., p.139.
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There is evidence that Australians and New Zeal anders in
common with other Anglo Saxon nations, have strongly
I ndi vi dual i stic val ue systens. These val ues ul ti nmat 1y
derive fromthe Protestant ethic. As Kahn has argued,
the basis of the drive for economc achievenent of the
dynamc societies of East Asia, of which Japan is the
| eadi ng exanple (the others are Taiwan, South Korea and
Singapore) is the Confucian ethic. This is nore group-
centred than the Protestant ethic. The Confuci an
philosophy is that of a harnonious society, like an
extended famly, 1involving co-operation between groups
wi th conpl ementary skills.

This philosophy is in stark contrast to the Protestant
ethic of western societies, involving the basic notion of
I ndi vi dual conpetition.

It is difficult to envi sag?e how a system based on a
phi | osophy so radically different to that prevailing in
Australia and other western nations could readily take
root on a |l arge scal e.

On a nore pragnatic level, lida has done an enpirical
study, conparing Australian conpanies wth Japanese
conpani es, and subsidiaries of Jadpanese conpanies, to
ascertain hon far the Japanese nodel can, in fact, be
transplanted.®l |n order to nake the conparison, |ida
selected 20 characteristics of Japanese organisations,
nmost of which we have discussed above. He then exam ned
his three categories of firns to ascertain how far these
characteristics were present or absent.

A summary of his findings of the average profiles and
nmanagenent systens and practices of Australian conpani es,
Japanese subsidiaries, and their parent conpanies is
present ed bel ow

lida concluded that Japanese firns have found it
difficult to transfer nmany of the typical characteristics
of paent conpanies in Japan to their subsidiaries in

Australi a. In particular, he found the follow ng
practices were difficult to apply, or were at variance
with Australian traditions: lifetime enployment and

advancenent by seniority; conpany unions; paternalistic
ractices, |ike conpany-provided housi ng and recreational
acilities; and expressions of ethically-based conpany
phi | osophy.

However, lida, did find that nore participative deci sion-
maki ng involved in the Japanese processes of "Ringi" and
"Nemawashi" were generally favourably received by
Austral i an enpl oyees, who supported nodification of rigid
hi erarchi cal and bureaucratic methods of decision-naking
and communi cati on.

Dedoussi s %2 disagrees with Iida‘’s analysis. He agues
t hat Japanese nanagenent is not a rigid set of principles



The average profiles and nmanagenent systens and practices of Australian conpanies,
Japanese subsi diaries, and their parent conpani es.

Austral i an conpani es Japanese subsidiaries Parent conpani es

Item

Enpl oynment system Permanent/Casual/Part-time Permanent/Casual/Part-time LiTetime employment/Casual/Part-time

Seniority by length of service None None Dom nantTy

The nunber of [ayers to the 4-5 3-4 b-38

non-supervi sory white-coll ar

enpl oyees

Jo}: rotation Sonet i mes Sonet i mes FrequentTy

Job task assi gnnent I ndi vi dual - uni t I ndi vi dual -uni t Goup or section-unit

Managenent phi | osophy Sel dom est abl i shed Mbder at el y est abl i shed H ghl'y established

Type of phil osophy Pol i cy-oriented Et hi c-oriented Ethic-oriented

Peri odi cal recruitnent None None H ghl'y established

The type of intake Posi ti on-based Posi ti on- based YearTy quot a-based

The inportance of education , Moder at e Low Very high

institutionas part of

recruitnent

Connections with educati onal Mbder at el y exists None H ghl'y exists

institutions for recruitnent

Uni versity qualification Getting inportant Not i nmport ant I mpor t ant -

M d-career recruits Dom nantly and nmajority Dominantly and ngjority Discrimnatory and mnority

Deci si on-nmeki ng (incl. the Top down Top down and bottom up Top down and bottom up

Ringi systen)

Newawashi (i nformal and Hardly Moder at el y FrequentTy

mul ti-cross organisational

arrangements prior to the

formal deci si on-maki ng)

Leader ship pattern: ] ] ]

Top managenent Autocratic Relativelty autocratic Co-ordinative o

M ddl e managenent Co-ordinative and denocratic Co-ordinative Autocratic and paternalistic

Aut hori t d ear d ear Unclear arnd ambiznnana

Responsi gi lity I ndi vi dual and cl ear I'ndi vi dual and cl ear [ndivpduat o sactlon-unit but
uncl ear

Conpahy house Al nost none None H ghl'y devel oped

Recreational facilities Rar e Very rare Devel oped

Conpany uni on None None Hi ghly established

Conpany training facilities Moder at el y devel oped Hardl y devel oped H ghl'y devel oped

The ratio of internal conpany Approxi mately hal f or less One-third or less Al'nmost 1 nternal

trani ng

Source: lida, T. Transferability of Japaggse Managerial Systens and Practices into Australian conpanies. Human Resources

Managenent Alstral i a. August, 1983, p
TABLEJAP7BC603
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and concepts, but a flexible system which adapts itself
t o changes. In his view, excessive attention has been
paid, in the research literature, to lifetime enpl oynent,
the seniority systemand enterprise unionism as ":ﬁgpical
characteristics and indispensible conponents of
Japanese nanagenent .

He maintains that these practices wee responses to
economc conditions in Japan at the tinme of
industrialisation. They are currently being re-eval uated
there, in the context of low economc growth, though
Dedoussi s concedes that the practices have becone very
entrenched, and wll be difficult to get rid of.

Reitsperger?? agrees with Dedoussis that Japanese
managenent is not based on a hard and fast set of
princi pl es. Rather, he sees the rationale as one of
econom c pragnmati sm or t he "rational adopt i on,
adapt ati on, creati on and rechtion of managerial practice
to nmeet economc goals.™ Fn his view, Japanese
managenent involves sinply the adoption of a dynamc,
pr obl em sol vi ng appr oach.

Dedoussi s, on the other hand, argues that the essence of
Japanese nanagenent should be seen as achieving group
harmony and consensus in decision-naki ng. These
obj ectives have, in the past, been sought to be attained
through the nethods nentioned above, such as lifetine
enpl oyment and pronotion by seniority, on which research
attention has nmai nly been centred.

To test his hypothesis, Dedoussis carried out a study of
Japanese subsidiaries in npanufacturing industry in
Australi a. In order to ensure that his sanple was as
purely Japanese as possible, he sel ected conpani es which
were conpletely or alnost conpletely Japanese owned or
controlled, and had Japanese nationals as Managi ng
D rectors. He also examned only conpanies with nore
than 50 enpl oyees, in order to observe the operation of
formal procedures.

Dedoussis clains that his findings validated the
hypot hesi s di scussed above. The findings included the
fact that lifetine enploynent did not exist in two-thirds
of the subsidiaries exam ned. Many of these had
experienced quite severe retrenchnents. Their Japanese
executi ves, however, naintained that l|ifetinme enpl oyment
only made sense in the context of favourable economc and
nmarket conditions, and refused to give any guarantees of
enpl oyrment security in the absence of these conditions.

Seniority wages and pronotion based on |ength of service
wee also not found to be features of |ocal practices of
subsi di ari es. However | onger-serving enpl oyees were nore
likely to be pronoted than those with shorter periods of
servi ce.
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In nost cases, interdepartrmental nobility and job
rotation were also found, though this practice occurred
mainly at the nmanagerial |evel. Al the subsidiaries
also had a poli CP/ objective of establishing alnost
exclusively internal routes of pronotion, though, in sone
cases, very rapid expansion had conpelled them to hire
nmanager s from out si de t he conpany.

The conpanies studied in addition all had a policy of
pronoti ng enpl oyee participation. They |argely sought to
achieve this at shop floor level by neans of quality
circles and suggestion schenes. Participation rates,
however, were far below those found in the parent
conpani es.

he-third of the subsidiaries also practised the "ringi"
system of consultation, though this was used al nost
exclusively for operating decisions only. Strategic
decisions were largely made w thout consulting |ocal
nanager s.

Overall, Dedoussis concluded that, in terns of his
definition of Japanese managenent, the system had |argely
been transferred to the Australian subsidiaries. On the
production side, this was evidenced by the w despread use
of the "kan-ban" or "Just-in-Time" system of inventory
control . In their housekeeping practices the factories
of the Japanese subsidiaries were very tidy, just like
those of their parents in the hone country. Suppl i ers,
too, had been tied into t he system

Oh the hunman side, the objectives of group harnony and
consensus in decision-nmaking had been achieved by a
nunber of neans. They included careful enployee
selection, wth hiring manly in the 35-45 age groups,
encour agenent of interpersonal conmmunications, use of
internal pronotion, and use of enployee participation

schenes. The "company fam|ym™ concept had al so been
pronmoted successfully by frequent conpany outings,
conpany-sponsored  soci al clubs and other leisure
activities.

Dedoussi s concedes that there have been setbacks in the
conplete introduction of Japanese nanagenent, e.g. the
relatively poor records of quality circles and suggesti on
schenes. Nevert hel ess, he nmaintains that apanese
expansi on overseas is a relatively recent phenonenon, and
that nore tine is needed for Japanese subsidiaries to
gain greater confidence in their nethods of operation.
He predicts that, as conpanies ggin such confidence,
there will be a "reverse convergence i n t he managenent
practices of Australian conpanies i.e. they wll becone
progressi vel y "Japanised".

It is apparent that Dedoussis’ argunent relies on a
different concept of Japanese managenent than that which
is enployed by other witers. Perhaps the nost



22
controversial feature of his argument relates to
enpl oyment security, generally viewed as a fundanental
pillar of the system In terns of the nore usually
accepted criteria, used by other witers, the finding
that two-thirds of the subsidiaries did not even seek to
achi eve enpl oynent security as a policy objective, could
be interpreted as show ng that they were not practising
Japanese managenent at all.

The choi ce of a research sanpl e consi sting excl usively of
whol | y-owned  Japanese  subsidiaries wth Japanese
nati onals as Managing D ectors could al so be criticised.
If Japanese nanagement (in Dedoussis definition of the
concept) is as successful as he clains it to be, there
woul d be reason to expect that partly, as well as wholly-
owied subsidiaries, wth Australian as well as Japanese
Managi ng Directors, would be equally keen to practise it.

However, Dedoussis- finding that all the subsidiaries had
policies, which they attenpted to inplenment in various
ways, supporting enployee participation and group
decision-naking, Is in line with the findings of other
st udi es. hly the effluction of tine and further
research will serve to clarify whether, in fact, "reverse
convergence” and "Japanisation" oOf Australian conpanies
I S occurring.

If the nore conventional view of Japanese nanagenent is
accepted, then it becones apparent that nmany of the nore
significant practical differences between Australia and
Japan derive fromthe real mof industrial relations.

As a forner Federal Secretary of the Vehicle Builders
Eﬁpigyees Federation (VBEF) , Len Townsend, has pointed
out*’ there are three nmaj or differences between Australia
and Japan in this respect.

Firstly, while Japanese unions are not as "tame cat" as
they are sonetimes portrayed to be, and often bargain
hard for the interests of their nenbers, there is a nuch
stronger tradition of harnony and co-operation between
managenment and unions in Japan than in Australia. Inter
alia, the greater level of nutual understanding and trust
is explained by a tradition in Japan, alnost totally
absent in Australia, whereby nany senior executives of
c](c)][rpa_ni Ies have previously hel positions as union
officials.

Secondl y, the Japanese wage fixation system is based on
collective bargaining, and its structures are centred on
the individual plant and industry. In Australia, by
contrast, wage fixing is based on conpul sory arbitration
at a national level, to which structures of unions and
nmanagenent are |argely geared. The system reflects a
concern wth "national or community standards rather than
i ndi vi dual industry standards".
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Thirdly, there are nore intangible differences between
the two countries. Australiais a multicultural society,
whose workforce has no single |anguage or universal
industrial relations attitudes and traditions. Japan, by
contrast, is socially very honogeneous.

However, Townsend, like lida, agrees that one aspect of
the Japanese system participative decision-naking, is
appropriate to t he Australian envi ronnent .
Interestingly, he also agrees with Dedoussis, that the
t echni ques of nanuf act uri ng nmanagenent whi ch have been so
successful in Japan, are not culturally-bound, and that
they can therefore, be transferred to a country I|ike
Australia. He concludes that inproved |abour relations
ae often seen as the prerequisite for better productivity
In industry, yet, in fact, the use of Japanese mnethods to

inErove productiv}gy may lay the foundations for better
| abour rel ations.

It is because of the VBEFs belief in the virtues of nore
paticipative deci sion-maki ng that the uni on has supported
efforts in the notor industry to re-structure the
I ndustry usi ng Japanese et hods and t echni ques.

Al the Australian notor vehicle manufacturers have
adopted Just-in-Tine systens of inventory control, and
have experinmented with nore participative techni ques of
managenent and hurman relations, based on Japanese
experience. They have enjoyed some success in inproving
uality of products and reducing the |evel of industrial
I sputes, though price rises to consuners have, at best,
only been noderated, and the industry is still struggling
to conpete with overseas inports. 49 Perhaps it is
M tsubi shi Motors- Australian subsidiary whi ch has sought
to adhere nost closely to the cl assic Japanese nodel .

I n the view of Kriegler and Woden, however, Mitsubishi’s
experi ence denonstrates that of the four central features
of enployee relations in Japan, lifetine enploynent,
seniority wages, enterprise unions and participative
decision-naking, only two, job security and a nore

participative agement style, can readily be inported
Into Austral i a.ngagx

Neverthel ess, Mtsubishi has reported very considerable
| nprovenent s in productivity, | abour t ur nover,
absent eei sm workers conpensation clains and industrial
disputes and job satisfaction, since the conpany was
taken over from Chrysler in 1979. However, it is still
experiencing problens in turning a profit, show ng that
Japanese nanagenent, even in partial applications, 1s not
a panacea for everyt hi ng.

As a general comment , on the situation in New Zealand
i ndustry, selvarajah,?l says that nany of the schemes to
apply sone form of worker participation in the workforce
have fail ed. The reasons for failure are identified
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under two nain headings, problens in attenpting to
initiate schenes, and pr obl ens arising after
i npl emrentati on of schemes. In both cases, a najor factor
is the unwillingness of managenent to share real power
w th its workforce.

Thus, at best, Australian and New 2zealand experience
suggest that there are only sone features of Japanese
managenent whi ch nmay be appli1ed successfully in the local
envi ronnent .

Reitsperger,® in a conparative study of Japanese,
British and Anmerican electronics conpanies operating in
the UK, reaches a simlar conclusion about the
applicability of Japanese nanagement practices in that
country. He found that, in general, British enpl oyees
val ued the paternalism practised by one of the Japanese
conpani es studied in dealing wth its enpl oyees, though
in other firns they draw the line at visits to their
hones by conpany representatives, ostensibly to check en
their welfare while they were absent on sick |eave.

However, he found that British enployees did not
aPpreci ate the policy of Japanese conpanies in the
el ectronics industry of paying only aveage wages and
%iryi ng their workers poorer fringe benefits than their

I tish and Anerican count er parts.

Thus, overall, while western nations certainly have nuch
to learn from Japanese nanagenent, it should not be
nai vel y viewed as a panacea for all probl ens.

In the view of Lansbury and spillane,®® we nust be ver

cautious in generalising about the applicability o
Theory Z in the current turbul ent environnent of economc
and organi sati onal change. They argue that:

_ "Theory Z offers benevol ent paternalismat the
ti me when. we nay be seeing the beginning of the end

of organisation nan. It pronotes trust and
consensus at a tine of bitter factional fighting,
di ssensus and industrial conflict. It advocates
lifetime enployment at a tine of nassive industry
and job re-structuring. It appeals for harnony yet

offers no suggestions as to how this mght be
achieved in countries (like Australia) with stron
traditions  of I ndi vi dual conpetitiveness an
confrontation."
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REVI EW

In this paper, we introduced you to concepts of Japanese
managenent. We pointed out that the Japanese managenent
system devel oped within a specific social and cultura
framework. W discussed the features of this franmework,
in ﬁrder to explain why Japanese nmanagenent devel oped as
it has.

We exam ned ouchi’s Theory 2z, as a theoretical basis for
explaining the social and corporate structure of Japan.
We evaluated critically ouchi’s claim that Japanese
managenent rests on a systemof industrial clans and that
such clans can be created in western countries, e
concluded that the existence of clans in Japan itself
cannot be denonstrated, nor would it be very feasible,
even if the existence and superiority of clans could be
denonstrated, to create themin western societies,

Finally, we examned the experience of conpanies which
have experinented wth Japanese managenent practices in
Australi a. We concluded that Australian conditions are
not suited to the wholesale inportation of Japanese

managenent. However, there is some evidence that certain
features of Japanese nmanagenment are conpatible with the
Australian environnent, and can be Dbeneficial in

i mproving quality, productivity and job satisfaction.
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