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Chapter 2: Historical Development
Section 3: Industrial Relations
(1) Industrial Relations in pre-war era


The fundamental legal framework of industrial relations in Japan was formed after World War II under the American occupation. In fact, the Japanese industrial relations system as a social system has developed within the institutional framework realized by postwar reforms. However, it strongly reflected various distinctive characteristics of industrial relations before the war. Therefore, we must study the historical development in pre-war era.
(a) Early Labor Movements in Japan

If you compare Japanese society with European countries, Japan had much weaker traditions of trade unionism. European trade unions have their origin in guilds in the middle age. And they had been developed from early 19th century. The first organized labor movement in Japan occurred in the 1890s. And at last, the Ironworkers Union had formed in 1897, which was a craft union made up of independent and highly skilled workers in heavy industry who frequently moved between firms (migratory workers). The Ironworkers Union aimed at propagating craft unionism to other trades under the influence of the AFL (American Federation of Labor). The leader of the Ironworkers Union, Mr. Takano, went to U.S. and studied union movement of AFL. But the movement failed to take root under employers’ repression. The Japanese government also took a definite position to repress labor disputes.

In 1900, the Imperial Diet passed the Public Peace Police Law, and its Article 17 authorized the intervention of a police force in labor disputes and practically prohibited workers from engaging in any collective activities. After this enactment, most existing trade unions were pressured to dissolve themselves under the unfavorable political climate.


In summary, organized labor in Japan met heavy repression by both the government and employers. Thus, individual wage bargaining was the exclusive method of dealing with factory workers in Japan.
(b) The Establishment of Works Councils in Japan

In Japan, the Russo-Japanese War (1904–05) triggered high inflation and it gave rise to a sudden upsurge of labor disputes in 1907. The public opinion blamed the unfair distribution of wealth between capital and labor, and the inhumane working conditions suffered by factory workers became widely publicized. The unprecedented scale of labor unrest led both government and business leaders to recognize the importance of labor-management relations. The government enacted Factory Law in 1909, which established minimum working conditions in manufacturing factories. Major employers ran a vigorous campaign against such legislation. They argued that the traditional paternalism in Japan could be “naturally” extended to the employer-employee relationship, and the employer’s mercy should be reciprocated by the loyalty and devotion of workers. At this stage, paternalism was a counter-argument by employers against Factory Law.

After First World War, the economic boom brought about a rapid expansion of industrial production in Japan. Despite the economic boom and labor shortage, high inflation and stagnant wages worsened the living standards of Japanese workers during 1917–19. The number of labor disputes reached an unprecedented level, and the number of trade unions increased sharply at the end of the 1910s. In particular, the Japanese Federation of Labor (Sodomei) was formed in 1919 based on existing craft unions. The newly formed trade unions forcefully demanded legal recognition and the right to bargain collectively.

The leader of Sodomei was Mr. Bunji Suzuki. He was a graduate of Tokyo University, Faculty of Law, and he had many friends within government and business circle. His tactics was to use his acquaintances in government or business. When a labor dispute occurred, he directly contacted his friends and asked to persuade the employer to compromise with the union.


Responding to the foundation of the International Labor Organization abroad and the surge of demand for collective bargaining at home, the Japanese government officially declared in 1919 that it would not prevent “moderate” trade unions from being established. In the same year, the government set up an independent organization, Cooperation Association. The purpose of the Association was to promote “harmonious labor-management relations that was very important for industrial growth and peace of society.” 

Cooperation Association proposed the introduction of a “works councils,” which were modeled on employee representation plans in Britain and the Germany. The government encouraged employers to voluntarily establish works councils in recognition of a need for some labor organization. The number of labor disputes over the right to collective bargaining peaked in 1921, which involved major manufacturing establishments in heavy industry. Management firmly refused to recognize independent trade unions, but compromised by establishing works councils under its own initiative. Union leaders initially supported the establishment of works councils as a step towards the realization of collective bargaining. As a result, more than a hundred private and state-owned companies established works councils by 1924. Although they established works councils, management recognized the bargaining right exclusively with a group of its employees, and they excluded outside trade unions from the bargaining table. Furthermore, management tried to limit the subjects of discussion to the enhancement of the workers’ welfare and productivity, and they excluded wages, working hours, and other working conditions from the subjects. Union leaders soon came to perceive the works council as an attempt to replace trade unions and pre-empt the labor movement.

Management promoted harmonious and cooperative relationships between an employer and employees within a factory under the ideology of management paternalism. The typical case was the statement by a manager of Mitsubishi Nagasaki Shipyards in 1921. He declared that “fundamentally, there is no special distinction between management and our workers. . . We consider ourselves as a unity of employees of one large family.” This clearly showed the membership-based industrial relations ideology! In the late 1910s, management paternalism based on corporate welfare programs and works councils increasingly prevailed in large manufacturing companies in Japan. 

(c) The Penetration of Employer Paternalism in Japan

The Japanese economy was troubled by successive negative economic shocks during the 1920s. Employers in large manufacturing companies went through frequent but short economic downturns, and they learned the cost of betraying promises and the value of reputation, and they gradually developed a consensus with workers on the standards and rules governing management paternalism.


In the early 1920s, most employers did not refrain from firing workers whenever business declined. Workers protested against such management behavior by organizing public demonstrations and strikes. Independent trade unions in large companies fought fiercely against wage cuts and dismissals. The government also informally and repeatedly urged employers not to dismiss a large number of workers at once. This was because the government feared the social disorder that might result from mass unemployment. In 1926, Labor Dispute Mediation Law was enacted. Based on this legislation, local police frequently intervened to prevent labor disputes toward the late 1920s. Local police officers often mediated in anti-dismissal labor disputes in favor of workers. In an interesting case in Aichi prefecture, a police officer participated the meeting of the union and taught the tactics for the dispute. They frequently set for higher dismissal compensations. This behavior reflected the stance of Social Policy Bureau of Ministry of Home Affairs. Cooperation Association also played an active role in mediating major labor disputes, in which labor’s demands were incorporated to a considerable extent. Gradually, workers’ protests and informal government pressure against dismissal made major employers avoid dismissals. They became to take other means such as reduction of working hours, relocation of workers, and creation of relief work within a company.

As management paternalism began to penetrate large factories, the trade union movement was gradually excluded from many large manufacturing establishments during the 1920s. Although the number of trade unions increased steadily, and the level of labor disputes remained relatively high throughout the 1920s, the size of trade unions and the scale of disputes gradually declined. After 1930, the center of labor movement significantly shifted to small and medium-sized firms. Despite the unionization drive of Sodomei (JFL), neither craft nor industrial unionism penetrated large establishments. In many strikes organized by independent unions in large establishments during the early-1920s, employers fired the union leaders after the incidents and converted the independent unions into moderate and harmonious labor organizations such as works councils or other associations. Ironically, the dismissals during the recessions often enabled management to keep loyal and company-trained workers while removing “radical elements” from the company, and thus consolidated harmony between management and the remaining workers. In other words, dismissal constituted a credible punishment for non-loyal workers during a recession, which increased workers’ incentive to take a cooperative action. Consequently, in 1933, only 10 percent of the workers in large factories with more than 500 employees belonged to unions. The total number of workers covered by works councils or other associations in 1934 exceeded 640,000, in contrast to the total union membership of 380,000.

In summary, from the early 1920s to the mid-1930s, management paternalism came to prevail among major Japanese manufacturing companies. Employers gradually learned a way to maintain their reputations during moderate economic downturns, and they had developed institutional arrangements that mitigated its impact on management paternalism. Consequently, major employers tended to keep their promises during the Depression, because they realize that if they fail to do so, it would result not only in costly labor disputes, but also in a loss of reputation with the public and the government, and that it would invite unwelcome pro-labor legislation. At the same time, workers learned to appreciate employment security and other company benefits during the recessions. Gradually, a consensus was formed over definitions and rules governing implicit contracts. As a result, paternalistic employers began to enjoy more loyal and reliable workforces and an accumulation of firm-specific human capital, and they could keep trade unions away from their workplaces. The primary interest of workers in large factories began to shift, from establishing solidarity across the working class, to gaining membership and status in their own companies. The Japanese government supported management paternalism and harmonious labor-management relations from the viewpoint that they would achieve industrial peace, social stability, and greater industrial production. Government’s pressure against labor disputes and mass dismissals enhanced employers’ incentive not to betray their promises. 
(d) Labor-Management Relations during World War II in Japan

Japan’s wartime government promoted industrial harmony in order to increase efficiency of production and eliminate labor disputes. Faced with a surge of labor disputes in 1937, the government sought to regulate labor-management relations.

Cooperation Association advocated “unity of labor and capital” in pursuing industrial service to the nation. With the government’s endorsement, this movement led to the creation of the Industrial Patriotic Front (Sampo). Under state authority, the Sampo organization spread quickly throughout Japan. Within three years, 4.8 million workers (70 percent of total workforce) were covered by Sampo. The government urged employers to set up Sampo councils and practice joint employer-employee consultation meeting concerning the improvement of productivity and the welfare of workers. In many cases, employers converted their existing works councils into Sampo branches. Despite the government pressure, most employers were reluctant to encourage employee participation in management.


In 1939, the Sampo branches were placed under the direct control of the Police Bureau of the Ministry of Home Affairs. At this point, the government shifted its stance from tolerating moderate trade unions to the displacement of trade unions by Sampo, and began to suppress labor disputes with police intervention. The existing trade unions, including Sodomei (JFL), were forced to dissolve by 1941. Consequently, the number of labor disputes declined after 1939, recording the lowest number in 1941. As the Pacific War began in 1941, the objective of Sampo focused on boosting war production. The Sampo branch was reorganized into the “Production Corps,” or a subdivision of the military organization. The production workers were organized into small groups called the “five-member team,” in which joint responsibility and peer monitoring concerning work effort, absenteeism, and turnover among the team members were imposed.

The Sampo left a complex legacy to postwar labor relations in Japan. Under the ideology of “enterprise as one family,” membership in a Sampo branch covered all the employees within a company, from managers to rank-and-file, from white-collar to blue-collar, from regular to temporary, and from male to female workers. The conspicuous status differences between the white-collar and blue-collar workers during the prewar period were, in theory, removed under patriotic egalitarianism. All members were called as children of the Emperor! The government repeatedly demanded that employers respect and trust their production workers. The Sampo movement during the war raised workers’ expectations for better treatment and improved status, and it prepared an outburst of the labor movement in the immediate postwar period in Japan.


The implication of Sampo for the formation of enterprise-based unions in the postwar period is a controversial issue among historians. In Sampo councils, many employers and workers experienced joint labor-management consultation for the first time. Yet, the activities of councils in practice were limited. The Sampo’s contribution was largely confined to the distribution of food and other goods under wartime allocations and rationing, promotion of corporate welfare programs, and sponsorship of cultural activities and moral education. However, Sampo helped to create solidarity among employees in the same workplace and to foster their “sense of belonging” to the company, which might have laid an organizational foundation for postwar enterprise-based unions. In some cases, direct continuation — either in membership or properties — can be traced from a prewar works council to a Sampo branch, and to a postwar enterprise-based union. In other cases, Sampo indirectly contributed to the postwar formation of enterprise-based unions through consolidating workplace organization, fostering workers’ identities as company members, and introducing a concept of egalitarianism among employees.
(2) Industrial Relations in Post-war Era
(a) Post-war Democratization in Japan


Japan went through the greatest political and economic reorganization since the Meiji Restoration after the Second World War. Immediately after Japan’s surrender in August 1945, Japan was placed under the indirect governance of the GHQ, which forcefully implemented demilitarization and democratization of Japan. In particular, GHQ ordered the dissolution of the powerful family conglomerates (Zaibatsu), purge of the high executives of major companies for their war responsibilities, disbandment of the Sampo organizations, and encouragement of the unionization of labor. The wartime labor regulations based on the National General Mobilization Law of 1938 were abolished by the end of 1945.

There was an explosion of the labor movement led by Japanese workers under the slogan of “democratization of management.” By the end of 1945, more than 500 trade unions were formed involving 380,000 employees. In most cases, workers spontaneously formed what they called “employee unions,” which organize themselves within an establishment or factory, including both white-collar and blue-collar workers. Factory and establishment-level unions in the same company subsequently joined to form an “enterprise-based union”. By 1948, 6.5 million workers, or 53 percent of total workforce, were organized, and 84 percent of them belonged to enterprise-based unions. 

The pre-war labor leaders immediately initiated the movement to unite enterprise-based unions into a national federation. In 1946, Japan Federation of Labor (Sodomei) was reestablished after five years of discontinuation. In the same year, the communist leaders were released by GHQ after the long-term imprisonments, and they created the Congress of Industrial Unions (Sambetsu) and vigorously promoted industrial unionism. The number of labor disputes surged, and workers fought for union recognition, wage increases, a purge of top managers, and labor’s participation in management. Workers grew aggressive and they often resorted to collective violence and menace against their managers during the disputes. In particular, under the influence of Sambetsu leaders, enterprise-based unions in major companies implemented “production control.” In this dispute action, trade union members occupied production facilities and operated them by themselves. This was possible because both white-collar and blue-collar workers were organized into single unions, excluding only top executives. GHQ and the Japanese government were alarmed by the unexpected radicalization of labor. 


While management was unable to fight back in the midst of economic disorder and political turmoil, many trade unions won extremely favorable collective agreements, and they achieved the long-sought abolishment of status discrimination between white-collar and blue-collar workers, direct participation in management, generous wage increases, and various corporate welfare benefits. The collective agreements in the immediate post-war period had conspicuous characteristics


First, most trade unions concluded independent collective agreements at the enterprise level. Second, a typical collective agreement obliged management to consult with and gain consent of the union in virtually all personnel matters without specifying detailed rules. It means employers could not hire and fire any workers. Moreover, a typical collective agreement included no elaborate provision concerning wages, bonuses, or benefits. In other words, it was not the primary concern of union members to establish explicit contractual rights. Third, more than half of the collective agreements included a provision to establish a powerful “management council” as machinery for realizing the employees’ participation in management. Fourth, many trade unions won a union shop provision that required every regular employee of a company to be a union member, and in exchange, management typically included a clause requiring every union member to be an employee of the company, excluding outside unionists from interfering with employer-employees relations. Lastly, the collective agreements often included a provision of automatic and indefinite extension of the agreements.


It is important to note that manufacturing workers forcefully demanded the equal treatment of all employees irrespective of white-collar or blue-collar workers, participation in management, and the establishment of a joint consultation system in order to improve their bargaining power, status, and welfare in their companies.
(b) Employers’ Counteroffensive and Eventual Settlement

However, trade unions’ initial victory was soon challenged by management’s counteroffensive. In 1947, with the advent of the Cold War between the United States and the Soviet Union, Japan’s economic recovery and political stabilization became GHQ’s first priority. Accordingly, labor policy shifted from unconditional encouragement of unionization to discouragement of the radical labor movement.

Stimulated by the shift in GHQ policy, management began to organize its counteroffensive against labor. In 1948, they formed the Federation of Japanese Employers Association (Nikkeiren), involving virtually all major employers in the economy. Organized labor was thus put into a defensive position after its tremendous gain during the immediate postwar period.


Furthermore, in 1949, GHQ implemented a drastic deflationary policy, the Dodge Line, intending to bring the Japanese economy under a free market mechanism. As generous government subsidies were suddenly terminated, employers were compelled to take up drastic rationalization plans.

The announcement of the rationalization programs by employers provoked the strong protest of trade unions. Thus, the most violent and prolonged labor disputes in Japanese labor history took place between 1949 and 1954, involving major manufacturing companies, such as Toshiba, Hitachi, Toyota and Nissan. Enterprise-based unions led by radical leaders went on strike, demanding complete withdrawal of dismissals. In response, employers instituted a voluntary retirement system and proposed augmented retirement allowance plans. In almost all the major strikes during 1949–54, trade unions eventually lost. In the process of a prolonged strike, radical leaders gradually lost support from rank-and-file members, and the latter began to form so-called “second union.” Management concluded an agreement with the second union and solicited voluntary retirement, while dismissing radical “first union” leaders.

After the strike, the second union typically became a new enterprise-based union of the company. In exchange for their cooperation with the employers in rationalization plans and productivity improvement, those trade unions demanded a fair share of the pie and participation in management in the form of joint consultation. Consequently, enterprise unionism, which was characterized by its exclusive membership of regular employees, joint consultation, and labor-management cooperation, had prevailed in most large manufacturing companies in Japan by the end of the 1950s. Thus, the organizational basis and center of the union activities were once more contained within the boundaries of a company. 
