
Labor-management rlesson 
The followmg ;-. excerpted from a 

lecture given as part of the series 
"On Learning from Japan" conduct• 
cd through the University of Hawaii 
College of Continuing Education and 
Comm unity Service . The lecture 
series. sponsored by the Japanese 
Consulate in Hawaii and the univer­
.,;1 ty 's Department of Political 
Science . was coordinated by Profes­
sors Yasumasa Kuroda and James 
Dator 

Cec Heftel 

More than anything else, Japan 
has shown us that we must funda ­
mentally reform the relationsh ips 
between American management. 
labor and government I! we are to 
remain competitive. To put it sim­
ply. we can no lonpr afford indus­
t r I a J end government relations 
characterized by hostility and 
misunderstanding . 

While Japan has forged itself into 
a formidable economic juggernaut 
by building a powerful national con­
, ens us. America remains divided 
and weakened by internal · bickering 
between unions. business, and gov ­
~rnment agencies As a result , our 
,;tatus as th.! foremost economic 
power m the world is being threat ­
enerl . We are leatning that it is hard 
to compete when you keep shooting 
yourself in the Coot. 

IN JAPAN , LABOR and manage­
ment have a relationship based on 
mutual trust and shared interests in 
economic growth In sharp cdntrast, 
A mer1can labor-management rela­
t JO ns a re characteristically ad ver­
sa rial - if not downright hostile 

Between 1973 and 1978, labor 
productivity m the U.S. grew at an 
a verage rate of I 4 percent per year. 
Durin g the same period, Japan's 
productivity growth rate was 3.6 per­
cent per year While other factors 
ar l' undoubtedly important, I beJ1eve 
that labor .management ·relations 
pla~ a role m explaining the sharp 
djfferences 

In 1978. the U .S Jost 39 million 
workdays due to strikes, m the same 
ye ar , Japan lost only 1.4 mill ion 
days . The last strike in the Japanese 
.JUto industry was at Toyota - in 
1955. In the U.S . strikes by the 
United Auto Workers Up.ion seem to 
he regular events - every three or 
four years Little wonder. then, that 

the productivity of Japane&e auto 
workers increased almost three 
times as fast as that of their Ameri­
can counterparts between 1970 and 
1980. 

4'll ol this argues strongly for a 
inor e cooperative, harmonious rela­
tionship between management and 
labor m the U.S .• along the lines of 
the Japane se experience. At the 
same time , however, we must 
remember that Americans and 
.Japane se hav e sharp cultural differ• 
ences . For this reason . the Japanese 
model of labor -management cooper• 
at1on caMot be directly applied to 
the U.S .. but inst ead must be adapt­
ed. 

HOW DO WE translate the Japa 
ne se principle s of labor-management 
cooperation to th e U .S . while pre­
c;ervm g our cultural 1dentity 7 

W1l11am Ouchi , a management 
professor at UCLA, has just written 
a lascmatmg book, ca lled "Theory 
Z How American Business Can 
:'II 1•et the Japane se Challenge ." It 
addresse s precisely this question. He 
conclude s that , while Japanese soci­
ety is perhaps ideally suited to high• 
ly cooperative enterprise, many of 
the gener.al principles could be 
applied successfully in America. 

In fact . Ouchi. points out that some 
American firm s - such as Procter 
and Gamble. IBM and Intel - are 
already applying "Theory Z" with 
fa vorable results. 

What are these general principles, 
what is this "Theory Z"? It ls all 
based on the idea that workers will 
perform better if they are given an 
increased stake in their company's 
performanc e and welf a re. This m• 
volves spreading the benefits and 
r1,;ks of enterprise more equally be• 
tween management and labor. 

Above all. Theory Z recognizes 
that work e rs and managers are , 
really . together in the same boat . 
The~ can cooperat e and mutually 
steer the s !up toward economic pros 
per ity. or th ey can fi ght among 
the mselve s until the ship sinks due 
to negligen ce 

In this light , Ameri can firms could 
benefit gre atly if they adopted some 
prin ciple s that Japanes e firms have 
been appl y111g for years , a few 
speclf1cs 

• Increased employment security 
- About 35 percent of Japan's work 
force is aovered by lifetime employ­
ment Durmg hard times, payche<:ks 

a re reduced for everyone, rather 
than cutting the employmentTOiis . 

• Greater employee input in deci· 
•;ion making - Japa -nese firms try to 
involve as many employees as poss]­
ble when making important corpo­
rate dec1s1on. Divergent views are 
often encourag ed and a final deci­
,;mn is then made through collective 
compromise Employee suggestions 
.ire actively encouraged 

• Performance-based compensa· 
tmn - '1uch of ,Japanese employee ~• 
income comes not from wages, but 
from larg e. twice-yearly bonuses 
that are generally based on the per ­
formance of the company. American 
workers need to be given a similar 
financial stake in their firms' eco­
nom 1c performance Profit-sharing 
and stock option plans could be ex· 
panded to increase the employees ' 

' 

sense of awareness and responslbiJ. 
ity for their company's weUare . 

There is nothing inherently "Japa• 
nes e" about any of these principles. 
Instead, It is more accutate to say 
tha t Jap a nese culture turned out to 
be extraordinarily amenable to this 

. highly efficient form or Industrial 
or ganization . We Americans can 
also enjoy success if we nd9pt some 
-or the11c sam ·e general principles of 
labor -m;magcment cooperat1on 

WE ALSO HA VE much to learn 
from Japan in the area of industry 
go\'er.nment relations . In Japan, 
r.elations are cooperative and col • 
legial. in America they are uneasy 
and often antagonistic . Again, this 
a ntagonism between government 
and industry only serves to weaken 
our inter-na tionaJ- competitiveness. 
Two examples: 
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from Japan 
• While th e l'.J.s. Justice Ucpan­

ment has spent years in court trying 
to break up IBM, £he Japanese 
Ministry of International Trade and 
Industry has brought the major 
Japanese electrorucs firms together 
in a massive research project 11\ 

m1croelectrorucs. 
• Whtie American ind~y has 

spent more than a deca~ilaggling 
over federal-pollution laws Japa­
nese industry and govenment have 
collaborated in the enforcement of 
po!Jution regulations more stringent 
than those in the US. 

American industry can no longer 
afford to be at odds with its govern­
ment and vice versa Too many for­
e ign government s - particularly 
tho se of Western Eu rope and Japan 
- are effectively coopcr a un g with 
the ir indus tr y, capturing mark ets at 
hnme and abroad, for America to be 
hhnd to this fa ct. 

FORGING A NEW indu str y-gov­
ernment partners hip in the U.S will 
require patience and understanding 
on both sides. Again, the Japanese 
model should ser ve as a useful 
guide In Japan, there is a constant 
give and-take betwe en indu stry and 
government . There are many disa­
greements - sometimes violent ones 
- but the Japanese nevertheless 
persevere toward the common goal 
of economic growth and prosperity . 

American industry needs to be­
come a more constructive partner 
with the government m safeguarding 
its citi zens' environment, health and 
o;afety It must ·cooperate with Con­
gr ess m writing law s and regulations 
that protect the public welfare It 
must develop a close r working rela 
t1onsh1p with the bureau cracy that 
implements these neces sar y federal 
an d state regulation s 

For its part. the gove rnm ent must 
activel y s tri ve to cr eate a business 
1•m·1ronment conducive to economic 
grow th . It mu st alter tax laws -to en• • 
c ourage morP savin gs, productive 
investm e nt and res ea r ch a nd devel­
opment by firms and individual s 

It must dire ctly fund more bas ic 
re search to maintain our technologi­
cal edge Fmally, it must actively 
en courage exports by providing 
generous tax treatment and other 
mcent1ves . 

IF THERE JS one general lesson 

us - in industry, labor and govern­
ment - it is the importance of plan • 
ning for the future. of lengthening 
our sights past the short-term. 

While Americans have become in­
creasingly preoccupied with immedi• 
ate benefits and quick returns. the 
Japanese have been patiently invest • 
ing in their future. In 1980, Japanese 
workers saved an average of about 
20 percent of their household income 
- more than three times as much as 
the average American 

In a similar vein, it is common for 
Japanese companies to forgo profits 
for many years in order to develop 
markets for their products. This 
sharply contrasts with the current , 
Ameri can pra ctice of expecting a re­
tur n on inves tm ent of two or even 
th ree years 

F mally, the Japan ese government 
ha s long nurtured the supply-s ide of 
its economy th rough generous tax 
incen ti ves for capital spending, 
he avy support of rese arch and devel • 
opm c nt. and m a ny other dire c t 
measures On the othe r side of the 
Pa c1f1c. the U.S. 1s only now begin ­
nin g to realiz e that 1ts produ cUve 
potential is badly sagging after 
yea r.s of neglec t and short-sighted 
government policies 

WE AMERICANS should not per 
ce 1ve Japan' s economic miracle as a 
thr eat or forebodin g but rather, we 
should view 1t as a challenge, a call • 
to-arm s to rebuild and revitalize 
America 

I am hopeful that the 'Japanese 
challenge will serve to rekindle the 
Ame rican spmt- of competitiveness 
and persever ence which seem s to 
have waned m recent years . I see a 
welcome rise m economic national ­
mn m this country, a growing recog ­
nition that the pro sperity of the na• 
t10n as a whol e mu s t take pr e ce­
denc e over indiv idual gain s . Let us 
hope thi s trend continue s 

And . I hope that Hawaii will have 
a growin g rol e in this U.S •Japan 
dialogu e bec ause I believ e thfit we 
tm" e much to cont r ibut e to this cru­
c 1al inter chan ge. We are American. 
" et we are close r than other Ameri­
can s to Japan . 

Because or our diverse cultur:al 
heritage , we have deep roots in both 
American and Japanese societi es. 
When Rudyard Kipling said . "Eas tl 
is East and West is West and never 
the twain shall meet," it was clear 

that the Ja panese, hba~veut:auva,11b1.t .11et.1.IIWloLf _ _.,a., -· a.• ~ •--•i..,..,...a.b-....... __,..,.__ _ __ 


