LECTURE MEMORANDUM ON LABOR POLICY (WINTER 2008 HAMAGUCHI)

Chapter 1: General Introduction and Historical Overview
(1) Historical Development of Japan’s Labor Policy

(a)　Industrial Revolution and Pre-war Labor Policy


This course will focus mainly on the evolution of Japan’s labor policy in 20th century.


Japan is now a second largest industrialized economy in the world and it has advanced labor and social policy instruments. But its industrialization had just started at the last period of 19th century (Meiji Era) and it was 100 years after the British Industrial Revolution.

Labor policy appeared with the Industrial Revolution in 19th century Europe and the first runner was Britain. The first Factory Law was enacted in Britain in 1833 and it regulated the working time of children and women. The first Trade Union Law was enacted also in Britain in 1824 and it allowed the association of workers.


Japan started its industrialization just after the Meiji Restoration (1867) and soon many social problems appeared. The first labor protective legislation – Factory Law – was adopted in 1911 and its enforcement was moreover delayed up to 1916 thanks to the oppositions from business communities. But the content of the Law was very insufficient. It only limited working hours of women and minors (under 15) within 12 hours per day and prohibited their night work (10:00PM to 4:00AM).

In addition, the officials of the Social Policy Bureau (the forerunner of the post-war Ministry of Labor) had endeavored to enact Trade Union Law repeatedly but finally failed at the House of Lords because of fierce criticism from business communities. In the pre-war era, the environment for labor policy was not so friendly and the ideology of economic liberalism was powerful.

The turning point of that situation was, paradoxically, the coming of militarism and National Socialism in 1930s. Militarism and National Socialism were not necessarily the guardian angels of workers’ rights and interests. But these ideologies antagonized the rampant capitalism and advocated the protection of workers because they were regarded as the resources of sound soldiers. Lots of legislations on workers protection were enacted and labor market was completely regulated. Moreover, another type of workers’ organizations than trade unions – the Industrial Patriotic Fronts – were formed and promoted. They were established at enterprise level and they consisted of both management and labor.
(b) Post-war Reform in Labor Policy


After the surrender in the Second World War, Japan experienced thorough reform of its political, economic and social systems. Some of them were compelled by the GHQ (General Head Quarters of the Allied Powers) and they were not fitted with Japanese culture. But some of them were realization of long-awaited policies such as enactment of Trade Union Law and Labor Standards Law. In the democratization of the society, lots of trade unions were established and expanded. This era of post-war reform was the starting point of most of current labor legislations. 

Trade Union Law enacted in 1945 (the year of the surrender) gave almost all workers the right to organize, the right to bargain collectively and the right to strike (so-called “three basic labor rights”) irrespective of their status. Even government officials had the right to strike. But this situation changed soon. The labor movement led by radical communist group carried out many disputes and at last they planned so-called “February 1st general strike” by public sector trade unions. General McArthur decided to ban such a strike and eventually he deprived them of right to bargain collectively and the right to strike (so-called “McArthur’s letter”). From then on, workers in public sectors have had no basic labor rights except for the right to organize thanks to their leftist elders.

The pre-war experience of works councils in large companies and the war-time experience of Industrial Patriotic Fronts which were organized at enterprise level influenced the post-war trade union movement seriously. Almost all trade unions set up just after the surrender were enterprise unions based on enterprise and consisted of both white-collar and blue-collar workers. These enterprise unions were not company-friendly but very militant and they carried out production management for themselves under the slogan of “managerial participation” or “managerial democracy”. They established works councils in the name of “managerial councils”.

On the other hand, Labor Standards Law was enacted in 1947, which covered such wide areas as labor contract, wages, working hours, health and safety, women and minors, in-house training, accident compensation, work rules, dormitories and inspection bodies. Particularly important was regulation in working hours of adult men. In contrast with pre-war poor regulation, the Labor Standards Law provided 8 working hours per day and 48 working hours per week for all workers including office workers. But it also permitted unlimited overtime for adult men based on labor-management agreement at establishment level.

Employment Security Law enacted in 1947 prohibited almost all fee-charging private placement businesses and labor supply businesses. 
(c) The Age of Modernization

In 1952, American occupation had ended and Japan recovered its independence. The era from mid-1950s to mid-1970s can be characterized with rapid and high economic growth. Labor market situation had changed from surplus workforce to shorthand. The main challenge for employment policy was not the absorption of the unemployed people but the mobilization of workforce into the developing industries.

The slogan of the labor policy in general was “modernization of labor market”, which meant “labor market based on skills and jobs”. The typical model of the modernization policy was Vocational Training Law enacted in 1958. The philosophy behind it was that required skills should be common within and outside company. It defined the standards of vocational training in each jobs. But it was too idealistic to be realized in Japan.

In working conditions policy, emphasis was put on minimum wage legislation and health and safety. The first Minimum Wage Law was enacted in 1959. But it was a minimum wage system in which the minimum wage was fixed in agreement among employers, which was criticized as a “pseudo minimum wage”. At last in 1966, proper minimum wage system was introduced, in which the wage was fixed by tripartite council.

On the other hand, technical innovations brought about new industrial accidents and occupational diseases. Industrial Accident Prevention Organization Law in 1964 and Industrial Health and Safety Law in 1972 were the policy responses to this industrial change. These provided layers of health and safety management system within and outside company.

Trade unions in private sector became moderate and management-friendly, the main aim of which was seeking to fair share of high economic growth through high wage increase (so-called “shunto” (spring offensive) practice). But public sector unions were left as militaristic leftist groups.
(d) The Age of Company-centrism

The oil crisis, which occurred in 1973, completely changed the orientation of Japan’s labor policy. The direction of labor market policy changed from mobilization of workforce to employment stabilization. The turning point was revision of Unemployment Insurance Law (into Employment Insurance Law) in 1974, which introduced Employment Adjustment Subsidy. The subsidy was paid to employers who intended to, without resorting to dismissals, adopt such employment measures as temporary leave with pay, in-house training and temporary transfer of workers to other companies. In a word, maintaining employment relationship became the supreme objective of the employment policy.

This policy shift seriously affected all other labor policy areas. Vocational training policy changed the direction from “trade skills which were common within and outside companies” to “company specific skills”. The revision of Vocational Training Law in 1978 emphasized employers’ obligation to give their employees “in-house training”. This trend was matched with a new academic school emphasizing the internal labor market. Now lifetime employment practice and seniority-based wage system were re-appraised. We may call the era from mid-1970s to mid-1990s as “the age of company-centrism”.

During this era, three major areas were the focuses of policy debate among government and social partners: employment continuation of elderly workers; reduction in working time; and equal opportunities for men and women.

In response to the request of the Diet, the government started the discussion on raising of mandatory retirement age normally fixed at 55 to 60 at the tripartite council in 1979. After the five years discussion, an agreement was reached among them on a new provision which required employers to “endeavor” to raise the mandatory retirement age at or over 60. This 1986 Law concerning Stabilization of Employment of Older Persons was subsequently revised in 1994 to replace the “endeavor clause” with obligatory clause, which prohibited the mandatory retirement under 60.

The most influential factors to the working time reduction policy was a so-called Maekawa Report, which advocated the reduction in working time as an important measure to boost domestic demand. The reduction in working time became one of the top priority issues of the then Nakasone Cabinet. 1987 revision of Labor Standards Law stipulated that the legal working hours per week should be set at 40 hours in the main provision while it should be set at 46 hours temporarily and it would be reduced to final 40 hours progressively. This process ended in 1997.

The prime mover of gender equality policy in Japan was international movement promoted by United Nations, in particular the Convention on the Elimination of all Forms of Discrimination against Women adopted at UN general assembly in 1979. In the discussion at the tripartite council, employers’ side was reluctant to introduce equal opportunity and treatment, while trade unions side was adamant in opposing any removal of protections for women woekers. Equal Employment Opportunity Law finally enacted in 1985 merely required an employer to “endeavor to provide equal opportunity” between men and women in areas such as recruitment, hiring, assignment and promotion. It left the most critical areas in human resource management to the tender mercies of employers. These “endeavor clauses” were replaced with legal obligation clauses in 1997 revision.
(e) The Age of Market Principle

In 1980s, neo-liberalism became popular in Anglo-Saxon societies with the coming of Reaganomics and Thatcherism. In mid-1990s, this trend entered into Japanese labor policy agenda. The orientation of employment policy has changed again to workforce mobilization. 2001 revision of Employment Measures Law replaced maintenance of workforce with promotion of re-employment as a policy objective.

Vocational training policy also changed the priority again from “in-house training” to “self enlightenment”, euphemism of voluntary training. In 1997, Education and Training Benefits, which were paid to workers who undertake the specified training course, were established.

In 1990s and 2000s, the number of young people who worked as non-regular workers (“freeters”) or were not in work or training (“NEET”) has substantially increased. Therefore the career development of youth became one of the top priorities of labor policy.


In working conditions policy, emphasis has been put on “de-regulation” of Labor Standards Law, in particular flexibilization of working time regulations. In 1998, discretionary work scheme was extended to workers engaged in planning matters. It worked as an exemption scheme from working time regulation. Also advocated by Regulatory Reform Council in Cabinet Office were the extension of the limit on the period of labor contract and de-regulation of case law on dismissals which required objective and reasonable basis. The former was enacted in 1998 and 2003 revision but the latter was not realized as expected by the de-regulation advocates. On dismissals, 2003 revision of Labor Standards Law stipulated exactly same to the case law. 

Due to women’s remarkable advance in labor market, reconciliation of professional and family life became the important policy objective. Child care leave was established as a worker’s right irrespective of his/her sex in 1991. The prime mover of the legislation was a decline in birth rate of Japanese women, which fell to 1.53 in 1990. In addition, family care leave was established in 1995.

(2) Development of Labor Administration


Before November 1922, Ministry of Agriculture and Commerce was mainly responsible for labor administration. 1911 Factory Law was drafted and enforced by the Ministry. Then, Ministry of Home Affairs was responsible for employment issues.

In 1922, a new administrative organ named as Social Policy Bureau was set up at Ministry of Home Affairs. This was a political initiative to the impact of trade union movement and establishment of ILO (International Labor Organization). The Bureau tried to enact Trade Union Law but finally failed. 

In 1938, Social Policy Bureau and Public Health Bureau were merged into new Ministry of Health and Welfare. The Ministry was responsible for mobilization of workforce necessary for munitions industries under the military regime.


After the surrender in 1945, new Ministry of Labor was established in 1947. The Ministry was composed of 5 Bureaus: Industrial Relations Bureau, Labor Standards Bureau, Women and Minors Bureau, Employment Security Bureau and Labor Statistics Bureau. Afterwards, Labor Statistics Bureau was downgraded to Department and Vocational Training Bureau was set up.

In 2001, Ministry of Labor and Ministry of Health and Welfare were merged again into new Ministry of Health, Labor and Welfare.

As for labor administration, ILO adopted Convention No.150 and Recommendation No.158 concerning Labor Administration: Role, Functions and Organization. The Convention defines “system of labor administration” as “all public administration bodies responsible for labor administration ･･･and any institutional framework for the co-ordination of the activities of such bodies and for consultation with and participation by employers and workers and their organizations”. Moreover, it provides that “each member ･･･shall make arrangements appropriate to national conditions to secure, within the system of labor administration, consultation, co-operation and negotiation between the public authorities and the most representative organizations of employers and workers.” This tripartite system is the unique characteristic of labor administration.

Particularly, Convention No.144 and Recommendation No.152 concerning Tripartite Consultations to Promote the Implementation of International Labor Standards obliged member states effective consultation between representatives of the government, of employers and of workers in the matters concerning ILO activities.

Ministry of Labor had a number of tripartite councils such as Labor Standards Council, Employment Security Council, Women and Minors Issues Council and so on. All these councils were composed of three types of members: employers’ representatives, workers’ representatives and representatives of public interest (mainly academics). In 2001, these councils were merged into single Labor Policy Council.


As for labor inspection, ILO adopted Convention No.81 and Recommendation No.81 concerning Labor Inspection in Industry and Commerce. The Convention obliged member states to maintain a system of labor inspection in industrial workplaces. The functions of the system of labor inspection is “(a) to secure the enforcement of the legal provisions relating to conditions of work and the protection of workers while engaged in their work, such as provisions relating to hours, wages, safety, health and welfare, the employment of children and young persons, and other connected matters, in so far as such provisions are enforceable by labor inspectors; (b) to supply technical information and advice to employers and workers concerning the most effective means of complying with the legal provisions; (c) to bring to the notice of the competent authority defects or abuses not specifically covered by existing legal provisions.” Moreover, “labor inspection shall be placed under the supervision and control of a central authority.
(3) International Labor Organization

 The International Labor Organization is the UN specialized agency which seeks the promotion of social justice and internationally recognized human and labor rights. It was founded in 1919 and it is the only surviving major creation of the Treaty of Versailles which brought the League of Nations into being and it became the first specialized agency of the UN in 1946.

The ILO formulates international labor standards in the form of Conventions and Recommendations setting minimum standards of basic labor rights: freedom of association, the right to organize, collective bargaining, abolition of forced labor, equality of opportunity and treatment, and other standards regulating conditions across the entire spectrum of work related issues.
Legal Text:

ILO Convention No.150 concerning Labor Administration: Role, Functions and Organization
http://www.ilo.org/ilolex/cgi-lex/convde.pl?C150
ILO Recommendation No.158 concerning Labor Administration: Role, Functions and Organization
http://www.ilo.org/ilolex/cgi-lex/convde.pl?R158
ILO Convention No.144 concerning Tripartite Consultations to Promote the Implementation of International Labor Standards
http://www.ilo.org/ilolex/cgi-lex/convde.pl?C144
ILO Recommendation No.152 concerning Tripartite Consultations to Promote the Implementation of International Labor Standards
http://www.ilo.org/ilolex/cgi-lex/convde.pl?R152
ILO Convention No.81 concerning Labor Inspection in Industry and Commerce
http://www.ilo.org/ilolex/cgi-lex/convde.pl?C081
ILO Recommendation No.81 concerning Labor Inspection in Industry and Commerce
http://www.ilo.org/ilolex/cgi-lex/convde.pl?R081
Useful Links:

Ministry of Health, Labor and Welfare
http://www.mhlw.go.jp/english/index.html
The Japan Institute for Labor Policy and Training

http://www.jil.go.jp/english/index.html
International Labor Organization
http://www.ilo.org/public/english/index.htm
JTUC-RENGO (Japanese Trade Union Confederation)

http://www.jtuc-rengo.org/
Nippon Keidanren (Japan Business Federation)
http://www.keidanren.or.jp/index.html
Instructor’s Homepage:

http://homepage3.nifty.com/hamachan/index.html
