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Why Japanese Management Always Wins ?
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In America, you have an outside representative, someone who
does not work in that company, who is a member of the, say, the
head office staff, or the local regional staff of the union office is
involved in the collective bargaining negotiation.
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Now, further more, in Japanese companies, since you have no
international union, you don’t have union-imposed seniority system,
for example, so that it hecomes quite easy to adapt technological
changes in Japanese companies.
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Nevins: Because they’ve unionized many companies, so they try to
find vou a job in another company through their union hiring hall.
So this can mean sometimes that a worker’s loyalty, or his alle-
giance, is stronger for his union, rather than for his company.
Whereas in Japan, if you lose your jobh...

Matsumoto: You're nothing. You're finished.

Nevfns: You're nothing, you're finished. You lose your position in
the union, so you're completely on your own. And this may be
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one reason why Japanese workers, their first loyalty is to their
comparny.
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But I think the answer is that the Japanese know that they can’t
get an equally high-paying job elsewhere, so that they make the
most of this one opportunity.
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They’'re very satisfied, so that they are interested in their com-
pany’s interest, and the chances of them doing something detri-
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mental to their company, or undermining the company’s image with
the public I think are greatly reduced,
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Well, I think that if an individual in a Japanese company is the
sacrificial lamb for a corporation, I feel very, I sympathize with
such an individual, but T think that that’s quite a rare case.
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It’s a very enriched career which yvou have. Often in America,
let’s say a man who's in the marketing function will be in market-

ing, say, all his life, even if he’s not really that, he doesn’t like
the area,

H3F)AFEHRTS &I BARE R, job enrichment 72&45
HRTHR D, 124, FREAO AL, FDOANIIE S OFNERE i
HOwihiE, b v Fahiha i 5o ith s,

So that he takes initiative; he feels more confident, and in that
sense I think that you have more overall management input, more
dynamism in a Japanese company than you do in many, many
American companies.
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It obviously...to answer that question I think it would be a hundred
per cent accurate to say it doesn’t work as well. If’s a matter of
degree. But I think it will work, and I think some of the points
made today to an extent will work in the United States.
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Nevins: Well, I think the Japanese are fairly good at getting rid of
those, though. It's very, very subtle. It’s called maybe the " Bad
Apple Division” in an American company, or....

Matsumoto: Bad Apple Division, never heard of that.

Nevins: Bad Apple Division, right, right. It’s like when you put
them up, you know, madogiwazoku, up along the window, right, right?

Matsumoto: | see. We have the system called “Jump before I push
you,”
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{Words & Phrases]

spreading yourself too thin: AU HEFEFTEFTH5,

I'm geiting the picture: AR AZ-EFH LTEL,
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make a little sales pitch: 4L (0T BkE+5,
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Why Japanese Management Always Wins?

guest :

Thomas J. Nevins
interviewer :

Michihire Matsumoto

Matsumoto: Well, nice of you to come to this studio, Tom.

Newvins: It’s really nice being here, Mr. Matsumoto.

Muatsumoto © I understand your professional identity is labor consult-
ant, or labor relations consultant,

Newins: Right, either one will do.

Matsumoto : But what are you doing exactly? It sounds mysterious.

Nevins: Right. Perhaps the best way to explain it briefly would be
to mention just some of the types of assignments which I've done
in just the last week or so, basically solving varjous problems within
the foreign companies here in Japan that arve having a hard time
understanding Japanese labor law and labor practice, and also hand-
ling companies, handling problems for Japanese companies that are
investing in the United States, starting factories there. For ex-

March 8- 12

ample, they can be simple problems, such as, an employer needs
to transfer a worker. What does the Labor Standards Law require
that he do for that worker? What sort of problems will he have?
Or it could be a more complicated problem like—this year we can’t
pay the bonus to our employees. It's in our work rules but not in
our coliective bargaining....

Matsumoto : Sounds like it’s a very nerve-wracking job.

Nevins: It is, it is, it’s a very exciting job. Then we also deal in
basically trying to improve productivity and guality from a human
resource perspective.

Matsumoto : . Looks like vou are spreading yourself too thin, you know.
What is the central area?

Newvins: 1 wouldn’t say I'm spreading myself toc thin because all the
questions are very much inter-related, you see. It's not just....

Matsumoto : Even including human resource problems, too?

Newvins: Right, right, training and so on. I'm not involved in training
s0 much, but human resource would basically involve more the idea
of introducing workers and managers to companies, and we are
involved in that—in other words, executive search. We're involved
in that as well.

Matsumoto: 1 see.

Newins: Not training programs as such, though.

Matsumoto; Yeah, veah, I'm getting the picture. Thank vou, Tom.
After graduation from college, I entered a Japanese trading com-
pany. Not knowing how to behave properly-at the office, fresh out
of college, I asked my boss. Here’s what he said, “ Let it be.” The
name of the game in Japan is teig{ meibun, or some kind of a group
spirit, and youw're not supposed to work for yourself, and sacrifice
vourself for the company. About ten years later I found myself in
time of troubles at a foreign embassy in Tokyo. My boss said to
me, speaking words of wisdom, “ Don’t let it be. You're not going
t0 solve any problem unless you really try.”
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“Try what?” 1 asked. And he said, “Try to justify yourself.”
Justification is the name of the game here. T'm still in the dark as
to which system works better, but looking at the way it is inter-
nationally, it looks like Japanese management is winning. Why?
Well, I—if there’s anyone who knows the answer why, it’s Thomas
J. Nevins, my old friend and our guest for today. He's a labor
relations consultant and he's currently managing director of Tech-
nics in Management Transfer, Inc. (TMT) in Tokyo, and also he's
a member of the Board of Governors of the American Chamber of
Commerce in Japan. And he has currently authored the very ex-
pensive book titled The Complete Handbook of U.S. Personnel and
Labor Relations’ Practices for Japanese corporations. Tom, here’s
a chance for you to make a little sales pitch, you know. Do it
right.

Nevins: Right, actually this book is published by JETRO, so unfor-
tunately, for every copy sold they’re making by far the most money.
But basically what motivated me to write the book was just a feel-
ing that a potentially large market for my company, as well as the
opportunity for me to provide an important service to Japanese
compaiies, would be the authoring of a book which would present
for Japanese companies all the areas of American legislation which
the Japanese are not familiar with, such as affirmative action, and
how the EEQOC work—the Equal Employment Opportunity Commis-
sion, how the fair employment laws are operating in the United
States, equal pay for equal work, for example, the problems that
Japanese are not familiar with, as well as providing them with
concrete examples of the types of company policy manuals which
are used in the United States, and employee handbooks. So the
book has been selling extremely well, and incidentally, this book
appears in Japanese and in English. So the full text has been trans-
lated. I wrote it in English; it’s been translated into Japanese and
they appear together. So I think it might be a very useful language-
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learning tool as well. As a matter of fact, Professor Haruo Shimada
from Keio University was in charge of the Japanese translation, so
it is an extremely good translation, and I think it would be helpful
for any businessman trying to learn both the technical terminology
and the way American companies operate inside the company.-

Matsumoto: You are sitiing on the fence looking at both sides of the
fence and I'm sure you are, most, in the most qualified position
to discuss the differences in management systems. What are the
strengths derived from Japanese labor unions and management
system?

Newins: OK. Basically when we talk about unions we have some
fundamental differences. For example, in Japan the union is cen-
tered around the enterprise. So for example in collective bargaining,
there is an absence of a representative from an upper-body union.
In other words, a trade union, or as we say in the States, an inter-
national union. So this means that the parties to the collective
bargaining process know the company’s unique problems and are
very familiar with those problems, so that in a sense it’s possible
for management and labor to come up with the ideal solution for
that company. If in a given year high wages cannot be paid, you
can get some understanding from the union members within that
company, for example. So I think that this is a big difference. In
America, you have an outside representative, someone who does not
work in that company, who is a member of the, say, the head office
staff, or the local regional staff of the union office is involved in
the collective bargaining negotiation. Now furthermore, in Japanese
companies, since you have no international uniom, vou don’t have
union-imposed seniority system, for example, so that it becomes
quite easy to adapt technological changes in Japanese companies.
In the United States, union-imposed seniority rules tend to hamper
the ability of a company to change the production process. So just
from the aspect of unions, there are, you know, some definite ad-
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vantages, which the Japanese have.

Matsumoto : So vou don’t bother to hire robots. You don’t hire robots
anyway, but vou don’t get them to do the job you do, in the States.

Newins: Right, right. Actually robots are being much more widely
used now in Japanese industry, and perhaps one reason for that is
because in an American company if a robot were used by the com-
pany it might mean that a worker would lose his job. So the work-
ers have tended to oppose changes in the production function hecause
it may result in them losing their job. In Japan the worker will
not lose his job if a robot is installed, so that basically the union
does not oppose it, so it’s possible for management to retool fac-
tories.

Matsumoto: How do you go about solving the problem of transferring
the people as a result of using robots, for example? A lot of people
are going to lose their jobs, right? Are you going to put them out
to pasture, or how do you go about solving this problem?

Nevins: Well, this is in the United States?

Matsumoto : In the United States.

Newins: In the United States, I think it will depend on the company.
TFor example a very fine company like IBM, which has never been
unionized, by the way—there is no labor union there—perhaps one
reason is that Watson, the head of IBM for years and years, was
committed to never laying off workers or firing workers, so in that
particular case, T would say by improving the production process,
with Investment in capital equipment, workers do not lose their jobs.
In a unionized company or in another company, it is very possible
that workers might be laid off. Now here’s another difference be-
tween a Japanese union and an American union. In the United
States because you have trade unions or industry-wide unions, in
which many companies are members, there’s a, something called a
union hiring hall. So this means that if you lose your job with a
company in the United States, if the union can do it—mow very
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often they can’t—but they try to find you a job 1;1 another company.
Because they’'ve unionized many companies, so they iry to find vou
a job in another company through their union hiring hail. So this
can mean sometimes that a worker’s loyalty, or his allegiance, is
stronger for his union, rather than for his company. Whereas in
Japan, if you lose your job...

Matswmoto: You're nothing. You’re finished.

Newvins: You're nothing, vou're finished. You lose your position in
the union, so you're completely on your own. And this may be one
reason why Japanese workers, their first loyalty is to their company.

Matsumoto :  Are you saying that it’s not because the Japanese workers
are loyal to their companies, but because the system in Japan makes
them loyal?

Nevins: Right, that’s a very good point. Let me just amplify that,
and say that basically in Japan, Japanese industry, Japanese busi-
ness, it’s a closed labor market between companies. So this means
that especially in larger companies, not in medium and small-sized
enterprises, but in larger firms, everyone enters the company to-
gether on April first. And they will work, you know, extremely
hard, at April first, Since there’s very little mid-career hiring, once
a worker joins a large company he never has an opportunity to get
a job in another large company, because basically the hiring is done
only of new school graduates, so when someone graduates from
school he’s hired. And the fringe benefits and the pay in a large
company is far superior to that in a smaller company, and since
the worker cannot get an equally good job in another large comany,
there’s a tendency for him to make the most of this once-in-a-life-
time opporfunity. So when he joins the company, in Japan it’s very
difficult to dischar_ge workers, unless you commit a crime, for ex-
ample. So sometimes Americans ask, “ Why do Japanese work so
hard, because after all, even if they don’t work, it’s been proven
in the courts that a lazy worker cannot be fired simply because he’s
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lazy. “But I think the answer is that the Japanese know that they
can't get an equally high-paying job elsewhere, so that they make
the most of this one opportunity.

Matsumoto: You told me earlier that in Japan one of the character-
ijstics of the Japanese management system is having a large room
o that everyone can get in and sit and talk. Do you think this is
one of the merits of the Japanese labor relations system?

Newvins: Right, Pve always felt that it is, and I've also worked in the
large room. ['ve been in Japan eight vears, so I've worked in them
in labor unions and in companies. And 1 feel the chief advantage
is that there is instant communications within a large room, say
having anywhere from twenty up to a hundred and fifty people. So
at least for the sections surrounding, you know what is going omn.
And it’s very easy for other managers from other sections, for ex-
ample, to easily approach you. And it’s easy for quite a young
man to approach even a buche or a department head by simply
going up to his desk and just....

Matsumoto: Doesn’t that create another problem because everyone
knows everyone else’s frame of mind? TFor example, you know, s0
everything is understood, through tacit understanding. Supposing
there’s a corporate whistle-blower, you know, leaks information of
the compay. There are always chances of someone trying to leak
information, you know. It creates a lot of problems.

Newins: Right. In the United States sometimes that's been in the
news, I know, the corporate whistle blower. I would look at it in
the other way. Certainly they know what is going on and they
know the secrets, but because they know what is going on, they
feel that they are participating in management. They’'re very satis-
fied, so that they are interested in their company’s interest, and the
chances of them doing something detrimental to their company, or
undermining the company’s image with the public I think are greatly

- reduced.
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Mataonoto: So because of the sense of allegiance or the sense of
belonging, sense of being together, so to speak.... But doesn’t that
—1 think it works both ways, because if someone is overly, or should
1 say emotionally committed to his company, and he has to work
very hard, but even at the expense of, well, some kind of principle,
if, you want to put it that way, because “I did it for the sake of
the company.” This, you know, justifies his action. You can get
away with some kind of a corporate murder even, you see. You
might even go into jail, because “You did it for the good of the
company. So how do you evaluate this system of emotional com-
mitment in Japan, some kind of a samurai dedication?

Newins: Well, I think that if an individual in a Japanese company
is the sacrificial lamb for a corporation, I feel very, 1 sympathize
with such an individual, but I think that that’s quite a rare case.
Now, basically it's difficult to distinguish in a Japanese company
between work and play, for example. And if you see the company’s
success intricately related with your own success as a manager
within that company and as a member of the society, because your
pay and your prestige and your status is coming from that company,
then I think that the company’s success is perhaps the same as
your own success, and by working hard you can show good results.
And I think that Japanese managers feel a tremendous amount of
satisfaction just from that, and from the recognition, which they
get from their peers.

Muatsumote . But all the employees are supposed to be totally committed
to company work. This means that they are not supposed to be
specialists ; they are not supposed to be specializing only In one
area of interest, right?

Newfns; Right.

Matsumoto ; But there’ll be no need for, can I say, a specialist, Al
they want is generalist. How do you evaluate on this?

Newins: OK, I think that essentially what we’re talking about, being
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a generalist rather than a specialist means that, by definition that
you've taken on a number of responsibilities within the firm, and
this is—in a sense, it's job enrichment. It's a very enriched career
which you have. Often in America, let’s say a man who’s in the
marketing function will be in marketing, say, all his life, even if
he’s not really that, he doesn’t like the area. And sometimes you
get into a particular management slot and you may not like your
boss or the people yowre dealing with or the area, and T think
many Americans would welcome an opportunity to move into a
different field. So that basically in terms of motivation and personal
satisfaction, by definition the generalist being someone who's moved
around to an awful lot of functions within a company, [ think that
that person basically ends up heing a more satisfied employee, and
he has an opportunity to take on new responsibilities, and if he’s
going about as far as he had in the marketing area, if he just
doesn’t like it, maybe they will switch him into personnel, or into

a staff position, and he may have an opportunity to distinguish
himself there.

Matsumoto: How can one, particularly in talking about the case in
Japan, know whether or not the certain person is oa the promotional
track, because you've been moved around, so sometimes you lose
2 sense of direction, you know. Am 1 supposed to be on the right
track, or something like that or shusse kasu, or something like that.

Newins: Right, that’s an interesting question. I would say that one
of the great strengths of Japanese management is what 1 call the
“secret: fo keep them scurrying”.

Matsumoto : What does that mean, * scurrying 7’?

Neving: Scurrying, vight, scurryving. Scurrving means that the
workers in a Japanese company are always moving, and they’re
working very fast. They’'re breathlessly, you know, making efforts
for the good of the company, and maybe they don’t know where
they’re headed. But the interesting thing is that the management
is very good at not providing status differentials to different mem-
bers of the staff. So that everyone joins on April first. There's
no such thing as an M.B.A. If someone gets an M.B.A., suddenly
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in an American company, he comes right up at the top, and people
younger (older) than that individual,—people older, younger, other
people become demotivated. Whereas in Japan, the workers all
think that they’re going to be president of the company, or at least
general manager, so for the most productive years of their life,
until they’re thirty-five or so, they work very, very hard. Now if
they knew that this individual is on the elite course and he's
scheduled to become, say, vice-president of the company, then the
other, his co-workers would not compete with him.

Matsumoto: Nothing could be more demoralizing for the Japanese
employees to see someone coming from somewhere else and getting
a job way above their heads, so to speszk, you know. S50, because
our system-—correct me if I’'m wrong—is based on the bhottom-up
formula, you see, rather than top-down method that you apply in
the United States. How do you compare these two things, with
respect to the decision-making process?

Newvins: OK, the way [ see this, and I feel another great strength of
Japanese management, is that in the United States there's too much
of a tendency for people at the top to be involved in operational
responsibilities in their company. In a Japanese company everyone,
say, ahove bucho level is really looking at the outside world and
they’'re dealing with customers or government organizations, and
they’re not involved in line responsibility the way the, say, the
kacho, or the section chief is. So I think that this means that in
an American company, many managers, mid-level managers, say,
people of the kacho level, they tend not to take imitiative, they tend
to wait for some sort of directions to come from above, whereas in
a Japanese company because of a réngi, and this bubbling up of
proposals and so on, I think that a very young man, even twenty-
five, twenty-six, out of college, begins to feel that he is a manager,
and in a sense he is really participating in the corporate decision-
making process. So that he takes initiative ; he feels more confident,
and in that sense I think that yvou have more overall management
input, more dynamism in a Japanese company than you to do in
many, many American companies.
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Matsumate : But it sometimes happens that the decision is made at
the top. The question is how are you going to implement the
decision, you know, down to the bottom. And it calls for nemawashi,
or some kind of behind-the-scenes negotiations. Doesn’t this strike
Americans as funny or strange or bizarre? Could you elaborate?

Newvins: In a Japanese company....?

Matsumoto: Yes, in a Japanese company.

Newvins: Even if, well, basically Pm not....

Matsumoto :  Actually it would have to take the form of ringi, as you
said a little while ago. But sometimes the decision is made, and
sometimes you use afe ringt, you know, and if you're going to get
it over with, you know, one way or the other, as a matter of for-
mality.

Newins: No, I think that it’s very important, even if this decision is
made at the top, in a Japanese company, Japanese top management
is sophisticated enough to realize that a decision is worthless unless
it’s implemented, or executed. Now in an American company
American managers make a decision but since lower management
was not given a chance with the nemagwashi to put their hamks on
it, you know, and the kairarn and so on, doesn’t go around to them,
since they’re not involved in the decision they’re not excited about
implementing that decision. They don’t contribute to the process,
whereas in Japan as you say, even in the cases where the decision
is made at the top, top management is smart enough to make the
people below them think that they made the decision. Now, one
reason—they make them think that they made the decision, so then
they work very hard to implement the decision.

Meatsumoto: Because everyone knows he's in on it.

Nevins: They're totally behind the decision. Now why can Japanese
top management afford to, not to take the credit? The reason is
that even if a Japanese manager has a very sharp subordinate, he
is not afraid that that subordinate will take his job. In America
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we say, “the he’s-after-my-job complex.” The hoss can be very
afraid of a very sharp subordinate, simply because in an American
firm’s management structure, it is possible for a younger worker
to suddenly become your boss, whereas in Japan even if it is uni-
versally known in that section, or that department, that that voung
worker is sharper and smarter than his kache, his section chief, say,
it is impossible for that young worker to become the kacho, and the
kachs knows.that. So that section chief, probably if he's smart,
will realize that he will be highly evaluated if he’s given credit for
training that young man, for imparting all his secrets, so that I
think that there’s a constant program of career development going
on every day, day in and day out in a Japanese company, which
may ot go on in an Ainerican COmpany.

Matsumoto © Youw're talking about the positive factors of the Japanese

management system. Could you tell us a little bit about the negative
factors, you know? For instance, does the system in Japan work
in the United States as well?

Newins: 1t obviously...to answer that question I think it would be a

hundred per cent accurate to say it doer’t work as well. It’s a
matter of degree. But I think it will work, and I think some of
the points made today to an extent will work in the United States.
For example, encouraging people to work in a large room, or at
least for upper managers to get out of their office once in a while
and to talk with people and to know what’s going on in the company
would be extremely helpful.

Marsumoto : It has worked in England.
Newins: And it’s, oh, it’s worked in the United States. I mean,

basically some Japanese-managed companies in the United States
have been very successful. For example, quality control. Japanese
companies are concerned about the quality area, but Sony, for ex-
ample, in their color TV plant in San Diego, has surpassed its
worldwide record, for lack of a major defect on televisions, using
American workers.
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Matswmoto : Which is part of the labor-management system.

Newvins: Definitely. They're using American workers and 1 think
that they’ve been able to do it through having efficient investment
in plant and equipment and also just—it’'s management’'s responsi-
bility to create that environment in which the worker, you know,
wants to do a good job.

Matsuwmato : Could you be more specific? What's so unique about the
Japanese labor-management system? Did they provide carrots only,
instead of sticks? In the United States?

Newins: You might say that to some extent the stick doesn’t come
down as heavy. Basically because of this, well, yvou know, this
sekinin no shozai, you know this area of responsibility here.

Matsumoto : It’s kind of blurred.

Nevins: It's very blurred in Japan; it’s not defined. That’s another
reason why someone, a manager, a young manager, might be willing
to stick his neck out and take some initiative, because he won’t
get the rewards, because everyone has put his hanko, yvou know,
his stamp on it. But he also will not get punished, right? So that
might be an interesting observation,

Matsumoto: So you work hard and meet your quota; perhaps the
chances are you’ll be able to get prizes for that, and this increases
what you might call inter-office competition, which in turns in-
creases productivity., Am I correct? Is that what you're saying
basically?

Newvins: And also just the—something as basic as a fundamental
understanding, trust, on the part of the worker, that he will not
be laid off.

Matsumoto :  Ah, security.

Neovins: This is very Important. If you think that the company will
lay you off sometime in a year, in two years, you're not willing to
commit your life and your heart and your spirit to that company,
you see.
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Matsiwmoto : But you can’t get rid of these parasites. Some people
are sitting by the window, you know.

Newins: Well, I think the Japanese are fairly good at getting rid of
those, though. It’s very, very subtle. It’s called maybe the *Bad
Apple Division ™ in an American company, or....

Muatsumoto: Bad Apple Division, never heard of that.

Newins: Bad Apple Division, right, right. It's like when you put
themm up, vou know, madogiwazckn, up along the window, right,
right?

Matsumoto = | see. We have the system called * Jump before I push
you.”

Newvins: Right, right.

Matsumote : You have the similar practice in the United States?

Newins: I think 1 would say the old, when you tap them on the
shoulder, right?

Matsumoto: I see. So actually the system in Japan does work in the
United States to a certain extent, right?

Nevins: It has been working. Also, for example, Matsushita bought
up the old Motorola color television plant and there have been great
improvements there, in productivity and quality control, right. And
I think it’s important that American managers look closely at the
Japanese system. And also, Japan, I think, as a fine friend of
America, now also has a responsibility to pull or take America by
the hand and to help us in some of these areas, right.

Matsumoto : OK, it looks like buying American is going to continue
for some time.

Newins: 1 hope you are right.

Matsumoto . Well, thank you very much, Tom. Youw've been a wonder-
ful guest. Thank you very much.

Newvins: Thanks an awful lot. It was nice being here. Right.
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