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The global evolution of industrial relations

In the world of research, the state of industrial relations is only marginally
better. Rescarch on industrial relations in French sociology has substantialty
declined. At no Gime past or present has France had an academic journal
devoted to industrial relations. A small group of French academics, such as
Jacques Rojot, Isabel da Costa, Udo Rehfeldt, Jecan Saglio, Alain Chouraqui
and Antoine Lyon-Caen, have developed intermational visibility in industrial
relations through English-language publications and extensive participation in
international conferences and projects. Neveriheless, this has not translated
equally well into higher visibility for the indusirial relations ficld within
France. Many French academics do not participate in intemational conferences
or publish in English so their work remains largely unknown outside the
Francophone countries.

In the 19805 some progress was made in establishing an internal network of
industrial relations scholars in France and generating a sell-sustaining research
programme. France has a system of government-funded research centres, most
of which are localed in the Centre national de la recherche scientifique
(CNRS). These ccntres are separate from universities (but with closc ties) and
have a large number of professional staff who work full time on individual and
sponsored research, In 1982, the representative trade unions and government
jointly founded a new centre, the IRES in Paris. The IRES set up four
permanent research teams to pursue diflcrent streams of research on work and
cmployment topics; one was devoted 1o industrial relations. Building on this, a
network of a dozen research centres with an interest in industnial relations,
including the LEST and IRES, came together in thc 1980s under a CNRS
umbrella structure called the Groupement de Recherche (GDR) “Relations
professionnelles: Négociatons ct conflits”™. This network produced five books
and a number of articles on industrial relations. A formal relationship was also
established with the three industrial relations programmes in Quebec. In the
mid- 1990s, however, the CNRS withdrew funding and this GDR was forced 1o
disband. Informal networking and collaboration contnue bul the net impact
was to significantly undercut the pereeptible, if modest, forward progress of the
industrial relations ficld in France.

Germany

The Webbs® Industrial democracy was translated into German the year after it
was published in England, but to this date has not been translated into French.
If history is any guide, one would expect that the Gield of industrial relations
would also have come to Germany well in advance of France. Surprisingly,
however, the reverse is the case, The French Industrial Reladons Association
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was founded in 1966 but its Gennan counterpart wis not Jaunched until 1970
and began life with only nine members, Likewise, the first textbook in
Germany devoted to industrial relations was not published until the mid-1980s.
Alier a slow s1art, however, the industrial relations field in Germany in the last
20 years has registered modest but sustained growth, while at least in recent
years the French industrial relations field has suffered some declinc in vilality.
The reasons for this disparate behaviour are interesting and arc briefly
described below.

Germmany, like all western European countries, has an extensive pre-history
of industrial relations. Indeed, perhaps the most influcntial theorist of all
times in industrial relations came from Germany: Karl Marx. The roots of
conventional industrial relations, however, find their location elsewhere.

Germany In the mid-lale nineleenth cenlury was preoccupicd with the
Social Question. Central to this was the conflict between capital and labour and
the best strategy to solve it. Several options were advocated.

A small wing of German “Manchester™ economists followed Adam Smith
and took up the cause of classic liberalism. As the nincteenth cenury came to
an end, however, they largely lost influence. -

Most of the battle of ideas was over reform versus revolution (the
Strategiedebatie, or “strategy debate™), with the industrialists and aristocracy
looking on from thc right wilh growing apprehension. On the side of
revolution, Germany had the Jargest and best-organized socialist movement in
the world in the lale nineleenth century. It was, however, split inlo a variety of
factions loosely organized around the Social Democratic Party (SPD)} and
offshoots. A group led by people such as Wilhelm Liebknecht, August Bebel
and (later) Rosa Luxcmburg followcd a line broadly consistent with Marx and
Engels; another followed Ferdinand Lassalic (founder of one branch of the
SPD) with greater emphasis on socialism through electoral politics; yet another
followed Eduard Bemstein (afier his split with Marxism) and his theory of
reform through evolutionary socialism (Giinter and Leminsky, 1978; Berghahn
and Karsten, 1987). Although the specifics differed, these groups were united
by an anti-capitalist ideology and commilment to move toward socialism,
either through electoral viclory or revolution. Toward that end, the socialists
were aclive in promoting trade unionism, with the idea that unions were the
industrial arm of the Socialist Party: conceived of as being organized to secure
short-run economic gains but with the higher goal of mobilizing the working
class for political takcover of the state and the replaccment (or substantial
transformation) of the capitalist systcm.

Arrayed against the Marxists and socialists were a variety of reform groups.
Most important for Lhe development of capital-labour relations were the
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German adherents of whal became known (inaccurately) as “state socialism™.
As described in Chapter 1, the intellectnal architects of siate socialism were the
German political economists associated with the historical-social school of
economics and the Verein fiir Sozialpolitik, while the political architect of
whal is ofter called state socialism was Chancellor Otto von Bismarck. Also
comprising an important conslituency of state socialism were the Christian
socialists and reformist Christian democratic trade unions.

The Social Question was widely acknowledged in Germany in the last three
decades of the nineleenth century as the most pressing domestic problem.
Guslav von Schmoller, a leader of the Verein economists, told readers in his
article *“The Sccial Question and the Prussian State” (1874, cited in Pyle, 1974)
that class antagonisms had become so intense in Germany that unless drastic
actions were taken by the government the country would soon come face to
face with social revolution. In this respect, the Verein economists agreed that
Marx and the socialists were mosUy comrect in lheir critique of laissez-faire
capitalism, bul they nonetheless strongly opposed Marxism and the allied
political movement of social democracy. Their preferred approach was a stale-
guided market economy and. state-led programme of social reform — a
programme they called Sozialpolitik As described by Guslav Schmoller
(quoled in Pyle, 1974: 134), “They [the Vercin economists] are sincerely for a
conslitutional system, but they do not want an alternative class rule by the
various antagonistic econemics classes; they want a strong slate which
legislates above egoistic class interests, administers with justice, protects the
weak and clevates the lower classes.” Another member of the Yercin group was
Max Weber. Weber, like Schmoller, agreed with a portion of the Marxian
critique bul sought 1o develop an alternative solution. Toward this end, he
shilted attention from the labour process lo the administrative process and
sought to use rationalism and science-to bring legilimacy, efficiency and
faimess to the cxercise of power and authority in the firm.

A number of pioncering studies (hat sct the stage for more modern
research on Jabour and employer—employee relations were published in
Germany in the 1890-1910 period. An early work on trade unions was
Wilhelm Kulemann (1890), Die Gewerkschafisbewegung, while the labour
queslion was cxplored in Heinrich Herkner’s Die Arbeiterfrage (1895).
Ferdinand Toennics (1897), founder of the German Sociological Association,
published a delailed empirical analysis of the great strike of Hamburg dock
workers, “Der Hamburger Streik von 1896/977. Also of note was the first
empirical opinion survey on employer—cmployee relalions: Adolf
Levenstein's Die Arbeiterfrage (1912). And, of course, Weber contributed a
number of significant works.
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Without doubt, the policy programme of the Verein econoinists was directly
in the wadition of what later became industrial relations. Miiller-Jentsch (2002:
223) states Lhat their goal was to “establish social Fairness between capital and
labor”. To achieve social Fairness, they advocated a broadcned suflrage, public
cducation for the working class and improvement of factory conditions. These
cconomists favoured a market economy, but thought it nceded a measure of
collective organization and control to ensvre stability and bring order out of the
“anarchy of compelition™. Lacking any theory of macroecconomics, they looked
favourably on cartels and trade unions as a nco-mercanlilisl mechanism for
achieving thesc ends. Both Irade unions and Jabour legislalicn were also
favoured as a means Lo provide workers with greater social protection and social
justice, thus stabilizing the social and political order. A portion of this
programme was implemented by Chancellor Bismarck in the form of a set of
social insurance programmes, revolutionary at the lime, such as workplace
accident and old-age insurance. As noted in Chapter 1, while the German
government extended the “carrol” to the working class in the form of social
insurance programmcs, at the same time it used the stick of political suppression
and police harassment, made possible by enactment of the Anti-Socialist Law in
1878, to restrain and harass left-wing trade unions.

A major turning point in the history of German capital-labour relations
occurred with the First World War. As happened in other countries, under the
pressure of war mobilization the German govemment shifted from a policy of
suspicion to active consuliation and cooperation with the trade unions. The
labour movement thus gained for the first time “insider” status. German defeat
in the First World War led to popular uprisings, abdication by the Kaiser and
revolutionary lakeovers of citics and factorics by workers and lefi-wing
political elements. The uade unions, however, formed an alliance with the
industrialists, formalized in the Stinnes-Legien Agreement, 1918, to preserve
representative democracy and the basic outlines of a market cconomy, despite
their offscial political programme that called for a transition (o socialism. This
alliance formed the basis for what later became the principle of social
partnership (Lehmbruch, 2001). The accord also opened the deor for a
continued programme of labour reform. The Constitution of the Weimar
Republic, 1919, for example, guaranteed for the first time relatively vnre-
stricted freedom of combination on the part of workers and proclaimed that
lubour unions have an equal position with employers in determining working
conditions, while the Works Council Act of 1920 mandated the establishment
of enterprise-level works councils.

A significant body of literature related to industrial relations appeared in
Germany during the years preceding the rise of Hiller and the National Socialist
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German Workers’ Party (the Nazis) (Oberschall, 1965). Indced, during the
Weimar years a close parallel field to industrial relations developed in
Germany, called Arbeirswissenschaft (the science of work). Mary Nolan (1994:
84) describes this new field as “a multifaccted interdisciplinary field devoted 10
analysing and improving all aspects of work™. Centred in psychology and
sociology, lopics investigated included fatigue and job satisfaction, aptitude
testing, vocational cducation and company social policy for workers, Job
satisfaction or Arbeitsfrende (joy in work) received more research attention in
Germany during this period than in any other country {(Campbell, 1989).

With regard to capital-labour relations, Miiller-Jentsch (2003) cites the work
of several German scholars as [oundational. One is Adolf Weber's (1910) Der
Kampf owischen Kapital und Arbeit, a2 book on the struggle between capilal and
labour that went through six editions. Also influential are the writings of
sociologist Goclz Briefs, a Christian socialist who cmigrated to the United States
in 1934. According to Miiller-Jentsch, Goelz Bricfs' article “Betriebssoziologie”
(1931) was a seminal publication that laid the theoretical foundation for analyses
of the internal relations in busincss organizations and especially the role of
labour in the hierarchically structured production process. Another noteworthy
figure is Hugo Sinzheimer, whose writings formed the basis for the labour Jaw
policy of the Weimar govemment. Also (o be mentioned are Emil Lederer and
Jakob Marschak’s work on the classes and the labour market, “*Dic Klassen aufl
dem Arbeitsmarkt und ihre Organisationen™ (1927).

Another key intellectual included in this foundational group is German
industrial sociologist Adolf Geck. Several of the authors ciled above were
among the first to write on Tarifpolitik (collective bargaining) and the
institutional infrastructure of the industrial relations system. Geck, on the other
hand, did pioncering work on work relations within the enterprise (plant
sociolopy). With PBriefls, Geck founded an Institute for Work Sociclogy
(Betriebssoziologie) in 1928 at the Technical University of Berlin at
Charloticnburg, and in 1931 published a book on work relations in changing
times, Die Sozialen Arbeitsverhilmisse im Wandel der Zeit, More attuncd
to international developments in industrial relations than many of his
contemporaries, Geck made note of the activitics of the IRI at The Hague and
wrole about the American personnel management and human relations
movements and the research work of the Industrial Relations Section at
Princeton University (Hetzler, 1995).

Miiller-Jenisch (2002: 225), speaking of the sociologists in this group,
summarizes their viewpoint this way: “If there was a common paradigm, ...
it was the understanding (hat indusinial production is the hub of modem
capitalism, being organized in privately owned firms by vertical and horizontal
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division of labour and according to the principles of rationality and
profitability.” Hetzler (p. 314, wunslated from the German) provides an
alternative assessment, stating that Lhey attempted a “blending of industrial
rclations, human relations and personne! management™ and “intended to take a
social and political approach (o examining the entire malter and proposed a
‘Personnel Constitution® for the Works Enterprisc in the spirit of co-
determination”.

The developments in labour rescarch and industrial relations reform in
Germany werc aborted in 1933 with the coming (o power of Hitler and the
Nazis. Indepcndent labour unions were abolished, union leaders were killed or
imprisoncd, cthnic minorities were sent 1o concentration camps and millions of
other workers were conscripted to work in war industries with minimal rights
and voice. As earlier notcd, many German academics emigrated.

The modern Genman employment relations system that exists today was
reconstrucied from its Weimar roots after Germany s defeat in the Second World
War. Central clements are as follows: the dual representation system, with
workers rcpresented at the enterprisc level by works councils and at the sectoral
or industry level by trade unions; a neo-corporalist bargaining structure with
collective agreements ncgotiated al a medium-high level of centralization
between sectorl or indusiry employers™ associations and equivalent trade
unions; treatment of labour unions as social representatives of workers rather
than private bargaining agents; deeply institutionalized accommodation between
unions and employers; and a system of co-delermination (Mithestimmung)
in which workers have representation on corporate boards of directors. The
institution of co-determination, originally limited to the coal and stec! industries
but extended in 1976 in modified form 10 other large companics, has long been
a major object of scholarly auention in comparative industrial relations,
followed closely by thc German system of works councils (Betriebsrat).
The German industrial relations system, in turn, is embedded in what has
become known as the social market economy (Soziale Markiwirtschaft). Many
of these clements had appeared in the Weimar period; the greatest change
enginecred with the support of the Allied occupation authorilies was the
unification of the socialist, liberal and Christian Lrade unions into thc German
Trade Union Confederation (DGB). This system is so distinclive and
different from the Anglo-American version that later writers have called
it Modell Deutschiand, Rheinland capitalism, or coordinated capitalism
(Albert, 1993; Sureeck, 1992).

As alluded 10 above, a central component of the German industrial relations
systcm is the social market cconomy. Parallel to early industrial relations in the
United States, the important ideas and people behind the development of the

a7



The global evolution of industral relations

social market cconomy in Germany were actually from (he progressive centre
of the intellectual and policy spectrum rather than from the socialist left.
Indeed, had the German left won the intellectual and political struggle in the
years immediatcly after the Second World War, the social markel economy
would have been stillborn. Also of interest in the development of the social
market economy concept are the links to the carlier German school of
historical-social economics, American institutional cconomics, the Kemr/
Dunlop idea of a web of rules, and present-day theories that cquate industrial
relations with altemative sysiems of social regulation (Bélanger, Edwards and
Haiven, 1994; Hollingsworth and Boyer, 1997).

Although the trade unions and the SPD entered into collaboration with
cmployers and capitalism after the First World War, their official mission
remained committed to replacing both. Moving away from Marxian notions of
class struggle ard revolutionary seizure of the state, however, the unions and
SPD developed an aliemative cvolutionary strategy lo altain socialism. This
strategy was formulated in the late 1920s and became known as (he model of
economic democracy (Wirtschafisdemokrarie, also carrying the meaning in
English of industrial democracy but morc broadly conceived, with workers®
control and participation at the national, sectoral and cnterprise levels). The chief
theoretician was Rudol{ Hillcrding of the SPD (labelled by Grebing, 1969: 95,
as of the “moderate radical Left”), while an influential statement of the model
was given in the book Economic democracy: Its character, means and ends
(1928) edited by Fritz Naphtali and with contributions by Hilferding and
Sinzheimer. Its mosi concecte development was in Sweden with the Meidner
Plan (Abraham, 1982). The basic idea was to unite politically the working class
behind the SPD and use the SPD to slowly legislate away the property rights and
profits of the capitalists, ending in worker control of industry. This gradual
“chipping away” slarts with measures such as wage and lay-off guaranices,
transferring administrative control of the unemployment insurance funds to the
trade unions, giving trade unions co-determination rights on corporate boards of
directors, and implementing equal worker represenlation on all economic
policy-making bodies (e.g., the central bank). Workers control advances further
when trade unions gain conltrol over the distribution of profit and investment of
capital and finally culminates in the socialization of industry.

The movement for Wirtschafisdemokratie in the 1930s, it should be noted,
did not go unchallenged in academic or indusiry circles. In opposition was
a movement known as Werksgemeinschaft, or “enterprisc community”
(Campbell, 1989). The proponents of Werksgemeinshaft sought to foster greater
collaboration and solidarity between capital and labour in the plant 1hrough
shop commitlees, welfare programmes and other accoutremenis of the welfare
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capitalist model. Thus German industry and academic circles had a similar
division, in broad outline, to the PM and ILE schools of the United States.

After Germany’s defeat in the Second World War, a struggle ensued
regarding the restructuring and future dircction of the German economy and
industrial refations system. The progmmmme pushed by the DGB and SPD was
the model of economic democracy (Giinter and Leminsky, 1978; Smith, 1994}.
The alternative mode! presented by the Christian Democratic Union  Party
(CDU) - and supported by the Amcrican occupation authoritics — was the
social market economy, a concept at frst based largely on the twin policies of
rapid price de-control and monetary stabilization. To the surprise of many
observers, the CDU won the national elections in 1948 and the social market
cconomy modcl was implemented by Minister of Economic Affairs (and later
Chancellor) Ludwig Erhard. As described shortly, social democrats and trade
unionists arc today strong supporters of the social markel economy and one
now reads statements such as “one of the successes of the labour movement
was to introduce the Social Markct Economy in 1949” (Sz€li, 2001: 3). This is,
howcver, a revisionist reading of history.

The ideas behind the social market economy came from a smal} group of
German economists known as ordo-liberals. Key people were Walter Eucken,
Alfred Miiller-Armack and Wilhelm Ripke (Peacock and Willgerodt, 1989;
Nicholls, 1994: Tribe, 1995). The ordo-liberals are an interesting blend of the
Chicago school and the German historical-social school. They 1_'eflccl the
Chicago school in that they have a strong commitment to a compeliuve rnark?.l
economy; they refiect the historical-social school in i_r_ls?_s_ljng that ectl)nomlc
theory and policy arc historically contingent, must incorporate social and
ethical concemns, and that the cconomy requires aclive management by the
state. The ordo-liberals are thus close in a number of respects o American
institutionalists and social liberals such as Commons and Coase (Grossekettler,
1989; Peukert, 2000).

The tcrm “ordo™ connotes “order”, “system™ and *framework”. The central
intellectual premise of the ordo-liberals is that all economic activity takes place
within and is structured by the legal, social and ethical order. Thus Eucken
states (quoted in Yamawaki, 2001: 190):

Whether it is the economy of the ancicnt world or of Augustan Remc or of micdicval
France or modemn Germany or anywherc clse, every economic plan or economic action
of every peasant, landlond, trader, or craftsman takes place within the framework of
cconomic order, and it is only to be understood within this framework. The cconamic
process gocs on always and everywhere within the framework of historically given
arder. Thc order may be a bad one. but without order no economy is possible,
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Evidently, “ordo” is closely equivalent to the concept of institution,
governance structure, working rules of collective action, web of rules and
social mode of regulation.

Unlike ncoclassical cconomists, the ordo-libemals explicitly ground their
theory of economics on an ethical value statement (Tietmeyer, 1999; Tezuka,
2001). The primary goal of economic policy, they state, should be to devise the
ordo that maximizes individoal freedom and personal development. The human
condition, not the quantily of goods, is the object of cconomic science. As a
general premise, they hold that a competilive market ecconomy best promoles
these values since it allows maximum scope for personal decision, initiative
and responsibility. But they again depart from the neoclassical school in several
respects. They do not believe, for example, that a competitive market economy
is self-regulating, because of various types of embedded (or structural) market
and human failures (e.g., externalities, bounded rationality}. Thus they reject
laissez-faire (the nightwatchman theory of government) and believe that
government must actively manage the economy, albeit with a restrained hand
and subject to the principle of subsidiarity {Nicholls, 1994). Also distinctive,
the ordo-liberals believe that the cconomy evolves over time and thus the
government must adjust the ordo lo maintain balance and well-fuactioning

markets. And, finally, the ordo-liberals do not believe that the functioning of a
competilive market sysltem can be divorced or isolated from social conditions
and cthical considerations (Tietmeyer, 1999). A free market sysicm, they hold,
Functions best and only survives in (he long run when the people feel that the
outcomes promote not only efficiency but human valucs of security, justice and
sclf-actualization. Thus they favour certain instimtional interventions in the
market economy, such as protective labour laws, trade unions, progressive
income tax sysicms and old-age pensions as long as these measurcs promote an
ordo that is consistent with a well-functioning market economy and individual
{reedorm. Whereas neoclassical economists generally reject the concept of
social justice as a meaningless metaphysical concept or a thinly veiled excuse
to redistribute income, ordo-liberals accept social justice: first, as an
intellectual concept, because it effects economic behaviour and, second, as a
policy goal, as long as it improves freedom and does nol impair market
competition (Yamawaki, 2001). The term "“social market economy" thus
reflects the idea “that the market order has first priority but must be
complemented by an appropriately struciured social order to support the markel
order. Economic policy and social policy are thus linked rather than separated,
as in much of ncoclassical cconomics.

The model of social markel ecoromy was implemented by Erhard and
was judged by most people to be highly successful, given Germany's rapid
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economic recovery and growth in the immediate post-war period. In 1959, the
SPD modified its position and endorsed the social market cconomy, although
with continued commitment 10 cconomic demo-craf:y as the long-term goal
(Berger, 2000). Once in power (the Brandt and Schmidt govcrnmcn-l.s), the S]_)P
came 1o endorsc fally the social market cconomy concept an.d us.cd it Lo provide
intellectual and political justification for further social legislation and market
regulation. With some irony, the trade unions arlld the SDP are now the strongest
proponents of the social market economy, albeit after having taken the concepl
much further in the *social” direction than the original founders probably cver
isi Tietmeyer, 1999). _
cnvlljgﬁe:cipectcdlyy, the re-creation of the German industria! relations syslem
alier the Second World War, and its many interesting innovations and fcalure.-.ls.
sparked considerable academic research both in Germany and abro_ad. Whllc
American research on the German system wis dope by academics fumly
associated with the industral relations field, such as Ac!olf Sturmlhzlnl_ and
Walter Galenson, German research continued to be dofae within the traditional
disciplincs. Indeed, industrial relations did not e_merge in Germany for 23 years
WL _
arle’;‘hll;c discipline most active in labour rescarch was Fierman sociology-
Between 1947 and 1970, 69 chairs in sociology were cstabhsl}cd am.l a number
of research institutes created. Miiller-Jentsch cites three of particular lrn_portaf'lce
in the labour arca: the Frunkfurt Institute for Social Research, the Sa.::cmlogfcal
Research Institute in Gotlingen and the Institute for Social Res‘earch in Mumc!l.
As noted carlier, one reason industrial relations was s:low- 1o lake _hold in
Gernmany was the very expansive research programme m w_ork and industry
underiaken by sociologists. Topics receiving major allention mcludf’,d: tcchno-
logical change and the chamcter of work; shop-floor cooperalion among
workers; co-determination; automation: industrial democracy; the class slrucu_m?
of the workforce; the structure of trade unions; strikes; works councﬂs%
managerial strategies; the organization of work and the labour proccss. Muctlx o
this research was fuelled by very generous government and U'.l_de.umon l'undmg,
stimulaled in significant measurc by that era’s policy concerns with lh(:‘, hu_mam}
sation of work life, the impact of new technology and the democratization 11?
industry. Also playing a part, according (o Mi.illcr-]erx}s:::h (2002: _232)_, was "c
desire of the SPD government to “substantiale iis policies b?' social sctenf:esh.
Although the concept of industrial relations surfacef:l in Germany 1n t e
1930s, it largely lay fallow until the GIRA was flounded in 1970. Eveln mc;lt.]-:l
did not generate great interest. As was the case with France, the founding o 1e
IIRA in Gencva in 1966 was the catalyst to the development of the field in
Germany. The Executive Board of the ITRA made overtures Lo several German
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professors about founding a national branch of the Assaciation in Austria and
Germ:ufy. One of these, Friedrich Fiirstenberg, then a professor of sociology at
the University of Linz {Austria), took the lead and founded the Austrian
Industrial Relations Research Association in 1967, The samc year, Fiirsicnberg
org_anized the first European Regional Conference on Industrial Relations at the
University of Linz. This conference scrved as a forerunner and model for what
later became the ITRA European Regional Congresses.

With these developments in mind, and with the encouragement of the
German government, Professar Ouo Neuloh scnt letters 1o 30 German
professors soliciting their interest in forming an industrial relations association
‘Hetzler (1995: 316) states that the call was greeted with *no nvarwhclming.
mterest”, illustraled by the fact that the initial organizing mecting of the GIRA
was attended by nine pcople. One problem facing the group was that they werc
unclear about the definition and content of this new subject arca.

To the Germans, the core idea of industrial relations was 10 promole
cooperation and consensus belween employers and employees, which to them
scemed problematic as an academic stucly area since the post-Second World
War legal regime in Germany — excmplified by the system of co-determination
- hat_:l alreacly cstablished capital and labour as social partners. Thus industrial
re.lahons seemed perhaps culture-bound, in that it had application o countries
with adversarial systems of labour relations but Jess evidently to countries with
a cotl)peralive system. Ideology also played a role, since at the time
Marxist/radical theory had a large influence among German intellectuals and
they viewed industrial relations as indelibly tainted with human relations {scen
us the manipulation of workers), business unionism (interpreted as class
collaboration), and Amecrican corporate foreign policy interests (Conrad, 1981
Hetzler, 1995). With this in mind, it will be recalled from Chapter 6, Rohens:
and Cox decided to drop Germany as a potential founding member of the
IIRA because the scholarly Iabour community was deeply split and pre-
dominantly leftist.

Not knowing exactly what this Anglo-American field of industrial relations
was, and‘ needing to overcome lack of interest and scepticism in the academic
community, the organizers of the GIRA made two decisions (Hetzler, 1995).
One was to emphasize as a key distinguishing feature of industrial relations the
ficld’s interdisciplinary nature. This allowed the organizers |o sidestep some of
the definitional and idcological debaltes and promote industrial relations as an
opportunity for scholars from various disciplines 10 learn from each other. The
second, also (o avoid definitional debates, was to forego attempts to translate
!.he English term “industrial relations” into a German equivalent and simply
incorporate the English term in the title of the new association.
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In 1974, the GIR A nearly disbanded for lack of membcrship and clear sense
of mission. Core members resolved. however, o ry to move forward by
bringing in non-university researchers as members and working to define better
the unique intellectual content of industrial relations. Progress on the first front
was quile slow because the group maintained into the lae 1980s very seleclive
membership precedures and qualifications. Applicants — even those relatively
well known in national and internaticnal circles — were typically required to
give a seminar or some form of demonstmtion of professional compelence and
then receive a {ormal vole of acceptance. In this regard, the rule-laden and
formalistic procedures of GIRA provide an inleresting contrast to the complele
informality of the equivalent British association (the BUIRA had no wrilten
by-laws or membership procedures until the early 1980s) and seems to mirror
larger national characteristics found in the industrial relations systems of the
Iwo countries.

To identify beuer the intellectual uniqueness of industrial relations,
Heizler siates that core industrial relations members gave close examination
to classic works in the Anglo-Saxon industrial relations literature, such as
Dunlop (1958) and Hyman (1975), and atlempted to ind common elements
with warks of German avthors, such as Ralph Dahrendorf’s Class and class
conflict in indusrrial societies (1959) and Weitbrechi’s (1969) well-regarded
study on collective bargaining in German industry (Effekoivitir und
Legitimitdt der Tarifautanomie). The fruits of their efforts began to pay off as
membership in the GIRA slowly increased 1o 21 by 1978. Independently, the
first cxplicit rescarch project on industrial relations was initiated by Otto
Jacobi and Walther Miiller-Jentsch in 1979 at the Institute for Social Research
in Frankfurt, initiated in part through working relationships with Bain, Clegg,
Creouch and Hyman in the United Kingdom. In the same year, the German

Sociological Congress included industrial relations as an official topic in a
programme track chaired by Gerhardt Brandt, a director of the Frankfurt
Institute (Miiller-Jentsch, 2003; Frege, 2002). Among the participants were
three prominent names in today’s German indusirial relations: Keller, Milller-
Jentsch and Streeck. According o Hetzler, the end of the development stage
of indusirial relations in German-speaking Europe was reached in 1985 with
the publication of the first handbook of industrial relations as practised in
Austria, German and Switzerland, Handbuch der Arbeitsbeziehungen
{Endruweit ct al., 1983).

Since 1985, the German field of industrial rclalions has become
increasingly institutionalized and has continued 1o bring in new participants
(Keller, 1996). It has also benefiled from cross-fertilization of ideas with the
Anglo-American indusirial relations community through the work of German-
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speaking industrial rclations scholars in America, such as Carola Frege,
Wolfgang Streeck, Kathlcen Thelen, Lowell Turner and Kirsten Wever.

A key event signalling German industrial relations’ coming of ape was Lhe
election of Fiirstenberg as president of the ITIR A and the holding of the TIRA World
Congress in Hamburg in 1986. Firstenberg was one of the earliest German
scholars in the post-Second World War period (o take an interest in indbstrial
rclations. He wrote his diploma thesis in [951 on trade unicns and distribution
theory, was a visiting researcher al the Comell University industrial relations
progrumune in the Uniled States in the mid-1950s, wrote one of the first articles
in Germany describing the Ficld of industrial relations (1969) and scveral years
later published a book industrielle Arbeitsbeziehungen (1975). As carlier
indicated, he was for a number of years a professor of sociology in Austria, later
retuming o Germany. Although most contemporary German industral relations
scholars do not perceive that any onc person qualifies for the title “father of
German industrial rclations”, Fiirstenberg is widely credited as a pioneer and one
of the pcople who first put German industrial relations on the international stape.

Also appearing in 1986 was the first German-language lextbook on
indusirial relations by Miiller-Jentsch, called Sociology of industrial relations.
Miiller-Jentsch was a member of the Frankfurt school of critical sociology and,
with Otto Jacebi and Joachim Bergmann, had earlier published pioneering
research on Gernman trade unions. Today he is recognized as one of the lcading
scholars in German industrial relations. In the book, Miiller-Jentsch provides a
substantial historical treatment of German industrial relations, casts the subjcct
in a systems perspective, puts the collcctive actors and free collective bargain-
ing at centre stage, and frames the subject as a stady in “exchange relations”
(Austauschbeziehungen) between labour and capital.

A second industrial relations 1ext appeared in 1987, written by law prolessor
Manfred Weiss. As Keller (1996: 203) notes, “The German system of industrial
relations has long been noted for a degree of legal regulation which in
intemmational comparative terms is particularly high. For this reason, the work
of academic lawyers has traditionally been of great importance, and provides
an cssential contribution to understanding how the system functions.”
However, despite the long-standing juridification (Verreciulichung) of German
industrial rclations, most German legal scholars intercsted in labour and
employment issues have traditionally pursued their research within the legal
discipline and have largely cschewed an interdisciplinary exchange with the
social and administrative sciences. Weiss is an exception in this regard and his
book was an early cffort 1o break down these walls. Since then, several other
German law professors have been active in the industrial relations field, such
as Wolfgang Diubler, Ulrich Miickenberger and Armin Holand.
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The multidisciplinary perspective reccived another boost with a third text,
Introduction (o the politics and policies of work, authored-by Bemdt Keller in
1991. Kellcr is a political scicntist and well-known author, particularly with
respect to industrial relalions and the EU project (¢.g., Keller and Platzer,
2003). In his industrial relations text he developed the subject around the
concepl of Arbeitspolitik (politics and policies of work) in an effort (o give
more prominence to the role of the stale in structuring the industdal relations
syslem.

The German industrial relations ficld took another significant step forward
in 1994 with the founding of the ficld's Arst German-language scholarly
joumnal: Industrielle Beziehungen — The German Journal of Indusirial
Relations. The intent of the founders was to frume the intellectual domain of
industrial relations broadly so the German subtilc of the journal 1s Zeitschrift
fiir Arbeit, Organization und Munagement (work, organization and manage-
ment). Although the founders of the GIRA in the early 1970s were unsure how
1o define the term industrial relations, (wo decades later the ferm had become
definite enough thal the founders of Industrielie Beziehungen could tell readers
in the first jssue (“Editorial”, 1994, p. 9) that “the editors understand the
concept to cover Lhe historically developed systems of institutions for conflict

- resolution and conscnsus-building in the world of work. A key characteristic of

these institutions is that they have emerged out of conflicts of interest, pallems
‘of cooperation, and the political decision of individual and collective aclors.‘_'

The one area of the German social sciences that is natably absent in
industrial relations is economics. Few economists outside trade union research
institutes and the area of business economics participate in the field. Noted
one German scholar in private correspondence: “In general, no mainstream
econemist wants to be suspected o sympathize with rade unions.”

Frege (2002) recently performed a content analysis of the articles pul?lisITed
in the Irdustrielle Beziehungen in an effort to delineate Lhe distinctive
characteristics of German industrial relations research and differences with
Anglo-American countries. The results indicate broad wends, although specific
inferences are problematic since lor promotion and tenure reasons many
German scholars publish their more important indusirial relations research in
discipline-based journals. In ferms of subjects, recent German industrial
relations research cluslers in four areas: rcorganization of work (lean pro-
duction, organizational change, works councils and so [orth), transformation
of indosirial rclations at the scctoral level (for cxample, industry-level
collective bargaining), industrial relalions transformation in former East
Germany, and Europeanization. A second dimcnsion Frege examined was
“knowledge frame™. She found two salient characteristics: a lendency of
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German researchers to examine work and employment issues in a larger
political and societal context and interpret industrial relations phenomena as
part of socio-political processes; and an underlying assumption that social
partnership is the ideal form of industrial relations. The third dimension Frege
exarmined was research methods. Here disiinet differences stood oul with
respect to Anglo-American countrics and, most particularly, the United Siates.
She identificd four methodological characteristics of German industrial
" relations rescarch: heavy reliance on qualitative and descriptive data and
infrequent use of statistical techniques; Jess cmphasis on positivist analysis and
more emphasis on intcrpretative analysis (partially stemming, Frege states,
from Lhe tradition of historical-social economics); more frequent statement by
authors of value and policy judgements and expressed cffort to develop
practice and policy in specific directions; and more reliance on broad socio-
political theoretical frameworks and “grand theorizing” in the literary tradition
and less emphasis on formal bul narrowly constructed models and hypothesis
dcrivation and 1esting.
Frege sums up her findings this way (p. 254):

In a nutshell, German research is concemed with the institutionaliznion and
[unctioning of collective actors, a topic which is neglected in current Anglo-
American research, and also focuses on the *black box® of industrial and workplace
relations rather than in their outcomes {performance), a prime interest of Anglo-
Saxon research in recent years.

" She funther adds, “What most Anglo-Saxon scholars take for granted is
quite often what is regarded as most problematic by scholars in other
countrics.” She then concludes with this observation (pp. 254-5):

[T]he vniversal domination of the Anpgle-Saxon research wadition would, in wmy
view, only foster the ongoing decline of indusinial relntions research. ... Only by
broadening rather than narrowing the research questions and methodologies, and in
particular by (re)discovering the inherent political nature of industrial relations, can
we save and develop industrial relations research as an independent discipline, i

German industrial relations, as the narrative in this scction suggests, has slowly
but perceptibly grown and developed since firsl emerging in 1970, iHustrated by
the selection of German legal scholar Weiss to serve as president of the IRA
(2000—2003). In Scptember 2003, over 8300 industrial relations researchers
attended the Thirleenth World Congress in Berlin, hosted by the GIRA. Also
illustrative of the growing self-confidence of German industrial relations is the
volume especially commissioncd by the GIRA for the congress, The changing
contolirs of German industrial relations (Miiller-Jentsch and Weitbrecht, 2003).
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The German indusirial relations field remains relatively small, howevc_r.
and suffers from the same angst over its long-term future as does the field in
other countries. As Keller (1996: 202) notes, “Discussions of the future of
industrial relations always tend to tum into a debate on the future of trade
unions.” Even in Germany, where union density is still comparatively high and
collective bargaining is deeply institutionalized, one can reasonably worry
about what the future holds on this score as globalization, E'U. market
integration, and the forces of decentralization, union decline and
individnalization continue apace.
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and management degrees, and the pressures exerted on labour standards and
collecctive bargaining by global competition, nco-liberal ideology and
International Monetary Fund (IMF) and World Bank policics. Among the Iast
are India's movement away from a highly regulated and collectivisl cconomic
development strategy 10 a more open, market-oriented system, and falling
_ public approval of the trade unions on account of their factionalism and
polilicization. Onc may say, therefore, that the status of industrial relations in
India is mixed: positive because the field has a long tradition in India, 15
relatively well Instilutionalized, with an academic journal, professional
associxtion and universily degrce programmes; negative because external and
internal developments are slowly croding these foundations of the field
(Thakur, 2003).

Japan

The pre-history of industrial relations dates from the early 1890s o the mid-
1950s in Japan. In the pre-history pcriod, labour research and policy were very

influenced by the German approach of Sozialpefitik. After the Second World |

War, the United States replaced Germany as the most important forcign
influence in Japanese academic thought and labour policy, and it was at this
point that the field of industrial rclations first appeared. As in many other
countries, the indwustrial relations Geld in Japan experienced a golden age until
the .1980s, followed by a period of decline.

The history of Japanese labour starts with the end of the feudal Tokugawa
govemment in 1867 and the ascension of Emperor Meiji as the sovereign mler
of the nation. From this period forwird, Japan embarked con a dctermined
coursc of modemization and industrialization. Qut of this drive grew the [irst
factories and heavy indusiry, the emergence of an urban-based wage labour
force, the problems of labour exploitation and mistreatment, and the stirrings
of labour unrest and antagonism between employers and workers.

Although Japan was a latecomer to industrialization and thus lagged behind
the economic development of the United States and Western Europe, (his stalus
also provided advantages. Onc of these was learning from the Western world
both what to do and not to do for successful development. Toward this end,
Japan sent many intellectuals, businessmen and government officials abroad
to obscrve, study and work, and also openced ils doors to the full rmange of
influential ‘Western writers and philosophers. Another important source of
‘Western influence was Christian missionaries in Japan; a number of Japanesc
labour and social reformers in the early twentieth century were Christian
converts. For example, Fusatara Takano lived in the United States for a period
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during the 1890s, converied to Christianity, lcamed the prnciples of trade
unionism from Samuel Gompers, and rctumed to Japan and became the first
trade union organizer.

Between the early 1890s and the First World War, a large number of
Western schools of thought came to Japan and gained adherents. Political
economy arrived first, including Smithian cconomic liberalism, the new
marginalist economics of Alfred Marshall, and German historical cconomics
and Sozialpolitik. Closer to the First World War, Marxism and anarcho-
syndicalism began to circulate, as did Taylor’s new principles of scientific
management.

OF these schools of thought, two had particular imporiance in shaping the
early industrial relations experience of Japan. The first was the German school
of Sezialpelitik (Morris-Suzuki, 1989; Kinzlcy, 1991); the sccond was the
American school of scientific management (Tsutsui, 1998).

Japanese society and sacial values had far more in common with ninetcenth-
century Germany than with the United Kingdom or the United States
(Lehmbruch, 2001). Neither Germany nor Japan were comfortable with the
Anglo-American model of individualism, unrestrained competition and
commercialism, and the laissez-faire approach of minimalist state control. Both
German and Japanese societies featured strong hierarchial status relationships,
an emphasis on maintaining social order and harmony, a communilarian or
“organic” view of socicly (society is a living organism with its own will and
destiny), a belief thal seccessful economic development requires active state
involvement and guidance, and a preference for governance exerciscd by an
enlightencd monarch and administered by a strong and capable burcaucracy (a
model of “social monarchy™). After the Second World War these common
fcatures coalesced into the distinctive German-Japanese modcl of “coordinated”
capitalism (Hollingswerth and Boyer, 1997, Sireeck and Yamamura, 2001).

The Japanese who travelled to Europe and the United Stales reported back not
only on the highly advanced state of industry and technology in the West but also
on the grave social problems of unemployment, urban poverty and labour unrest
that accompanied them. OF greatest concem to the Japanese were the apparent
growing class lines, class conflict and portent of socialist revolution in the West
— a development that if allowed to grow in Japan would tear apart the order and
harmony of society and derail the drive for capital accumulation and economic
growth. Beginning in about 1890, Japan was flooded with rcports from Europe
about the Social Problem. According to Kinzley (1991: 22), “From 1830 no issue
so dominated intellectual discourse as the social problem [shakai mondail.
Following the Sino-Japanese War shakai mondai was one of the most Fashionable
phrases of the day.” Kinzlcy poes on to say (p. 23),
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Whilc the tenn ‘social problem® was applicd (0 an almost unlimited range of issues
there was one that elicited the greatest and most persistent concem: the problem of
labour. ... (T]he dcfining issuc and the principal focus of (he “social problem’ was
discussion of the ‘labour problem”, namely the altempt to delermine the proper place
[or industrial workers in the new sociely.

Academic writing on labour followed quickly. Onc early contributor was
Touzo Fukuda. He studicd under Brentano in Germany and in 1899 published
an cdited book of Brentano's articles, along wilh a lengthy introduction of his
own, under the litle Labor economics (Nishizawa, 2001). Fukuda went on to
become one of Japan's most eminent economists, noted for his efforis to
synthesize the German historical/institutional approach with the British
neoclassical approach. Qne of his students was Ichiro Nakayama, who after
the Second World War would become one of the leaders of Japanese
industrial relations.

:T'he person who did the most to popularize the German concept of social
policy (shakai seisaku) in Japan was Noburu Kanai. Kanai spent four years
studying economics in Germany (1886-90) and then retumed to Japan and
became “one of the most significant figures in the history of Japanese social
thought” (Pyle, 1974: 140). Kanai became Japan’s first major academic
ccolnomf‘st, a professor of law at the Imperial University (later, Tokyo
University), and a founder of a new school of social theory. In 1896, Kanai and
a small group of other scholars founded the Japanese Social Policy Association
an organization modelled on the German Verein. Alteative names considered,
by Kanai for the association included “Social Problem Rescarch Association”
and “.Labour Problem Research Association”. Until the mid-1920s the
f‘kssocmlion was the only professional organization for economists in Japan
included nearly every practising cconomist and professor of law in the nation’

and had an influence that (p. 141) “pervaded the bureaucracy from Lhe end oI:'
the 1890s down to the 1930s™, Kanai also introduced a sacial policy course into
the curriculum at Tokyo University (Hanami, 1971, )
According 10 Kanai (quoted in Pyle, p. 144), i

Ultimately the highest object of social policy in modern times is to bring back
together again the various social classes which are daily becoming more and more
separated; and it must establish a socially cooperative life based on intimate relations

of murual help and interdependence. .. In this way we ¢an cstablish the unity that
nalional strength requires,

Tlus philosophy is further elaborated in the Association’s declaration of
principles:
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We oppose Jaissez-laire because it creates extreme profit consciousness and
unbridled compelition, and aggravales the differences between rich and poor. We
nlso oppose socialism because it would destroy the present economic organizalion,
obliterate capilalists, and therefore impede national progress. We support the
principles of the present private enterprise system, Within this frmmework we seck
to prevent [riction between classes through the power of government and through
individual excrlions and thereby Lo preserve social harmony.

This declaration of principles, it might be noted, is quite similar in spirit to
the declaration of principles American cconomist Richard Ely crafied for the
American Economic Association he helped found in 1885 afier retuming from
his graduate studies in Germany. Ely, of course, was an outspoken advocate of
the historical/social approach 10 economics and was a major contributor Lo the
development of American Institutional economics — the most important
intellectual root of American industrial rclations. Interestingly, Ely’s basic
university textbook, Outlines of political economy, outsold all other
English-language economics books in Japan in the early twentieth century
(Rader, 1966). .

The members of the Japanese Social Policy Association shared a common
perspective and philosophy but differcd significantly on specific aspecis of
dealing with the Soctal Qucstion, Most supporied some type of legislation to
protect workers from cxcessive hours and unsafe conditions. Most also
favoured encounmging employers to adopt a more bencvolent approach lo
employer—cmployee relations and various welfare measures. The group split
into factions, however, on the issuc of trade unionism. Some members strongly
favoured promoting trade unions and collective bargaining. A leader of this
group was Iwasabure Takano (brother of Fusataro Takano}, a professor of law
and the pcrson who in 1927 wanslated the Webbs' Indusirial demoacracy into
Japanese. Another prominent Social Policy Association member, Kumazo
Kuwata, played an important mole in the development of the Yuaikai, which
became the first major national labour organization in Japan and the genesis of
the Japan Federation of Labour. Another sizeable group of association members
were cool or oulright opposed to trade unions, however. While recognizing that
workers had legitimate gricvances, they felt that the adversarial, sometimes
militant and violent approach taken by unions undercut the spirit of
cooperation, unity of interest and “warm Family relationship™ they desired lo -
foster between cmployer and employee. Instead, they opled for other measures,
such as employer welfare practices and educational campaigns (known as
“thought puidance”) among employers and workers 1o reaffirm Confucian
valucs of harmony, loyaity, filial picty and reciprocal duty. People such as
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Kanai tried to straddle these two positions. Said one such person (quoted in
Kinzley, 1991: 61), “If unions are formed with no purpose other than to oppose
capitalists they arc not good. But, if unions ar¢ organized to improve the
character of workers, elevale their slatus, or 10 meet special emcrgency
situations, I am in no way opposed lo them.”

As actually practised, Japanese social policy from 1500 to 1930 strongly
resembled the approach adopted in Germany. In 1900, a Peace Police Law was
enacied that allowed police wide latimide 10 suppress labour unions and jail
their leaders. Although only used when political authoritics deemed necessary,
the Peace Police Law remained a potent curb on union aclivity through the
1920s. While suppressing radicalism on one hand, the govemment sought 1o
climinate the prievances that promoted radicalism by enmacling in 1911 a
Factory Law and later a Health Insurance Law (1922) and strengthened version
of the Faclory Law (1926). Progressive industrialists also cmerged from the
ranks of Japanese busincssmen and sought [o encourage others to practise a
more welfare-ordented style of labour management, thus maintaining the
familial relationship at work that was thought to have characterized Japan in
the earlier era of small-scale craft and artisanal production.

In 1919, the Japanesc government sponsored a nominally independent group
composed of industnalists, scholars and government olficials to promote a
progressive line in labour-management rclations and mediation and
reconciliation of labour disputes. Named the Kyochokai {Conciliation Society),
its mission is described by Kinzley {1991: 84) as promoting social harmony and
social justice through the “complete realization of soctal policy”, while Dore
(2000: 397) describes Kyochokni’s mission as “concerned not only with
promoting the new, firm-as-family ideology and all the welfare measures and
systems which supported it, but also (o the development of workers’ councils
and consultative committees as a means of co-opting the union movement”. As
Dore’s quotation suggests, one visible outgrowth of this movement was the
spread of employer-created shop committees and works councils among large
Japanese firms in the 1920s (Toiten, 1967). The final element of Japanese social
policy during this period was continued emphasis on the necessity of harmony
and cooperation among the social classes if Japan was lo avoid forcign
domination and take its place among the great powers. An oft-used exhortation
was 10 “build a rich country and strong military” (Kinzley, 1991: 49},

A quest for harmony and efficiency also led to the popularization of another
school of thought in Japan — scientific management. Although Japan and the
Unilted Slates were very dissimilar in many social and cultural dimensions, in
certain areas there was a strong congrucnce. One of these was in the
organization and management of industrial enterprise. The Japancse had
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a long tradition of cmphasizing efficiency and harmony in industrial activities,
for example. Japanesc socicty was also less class divided and class conscious
than many in continental Europe, and, like the Americans, the Japanese had a
penchant for applying science and cngineering lo industrial operations.
The gospel of Taylorism and its ¢reed of harmony through the laws of science
and shared fruits of productivity gain thus founrd a ready and eager andience
in Japan.

Taylorism was introduced in Yapan by Toshiro Ikeda, a visitor o the
United States and employ ee of the Wrigley Chewing Gum’s Japan branch
(Tsutsui, 1998: 18). Aftcr retuming to Japan in 1911, he wrote a series of
articles explaining in popularized terms Taylor’s principles, with one
pamphlet selling more than 1.5 million copies. Two years later Taylor's
Principles of scientific management was translated into Japanese and soon
Japan was in the grip of an “efficiency craze”. Hundreds of recruits were
dispatched to the United States to learn about American production and
managemen! methods and a number of disciples of Taylor wravelled Lo Japan
to lecture and consult. Taylorism quickly evolved and broadened beyond its
inventor’s conceplion as early Japancse pipngers discovered the importance
of the human factor and, in panticular, the inability of stop watches and bonus
systems to incrcase productivity without the active cooperation and trust of
the workers. Tsutsui (1998: 27) thus notes that “harmony and cooperalion
became keywords of Japan’s scicntific management movement”. Ilustrative
of this sentiment is this statement by Yoichi Ueno, the Japanese “father of
scientific management”, on the nature of the “Mental Revolution” required
for indusirial success (ibid.):

Coopertion is absolutely necessary in all organizations. Tn business, success is
doubtful without cooperation. If all, from the 'presidem down o the lowest
fanctionary, can pool together their vasious personal abilitics, work together for the
common good of the company's pmsperily- and devote themselves as a group, then
great increasas in resulls are possible. If, however, capitalists live in fear of Jabor
ofcnsives, workers label capitalists as the encmy. and there is never anything but
quarreling, then the company will decline day by day. Where there is no diligent
coopcration there is no prosperity.

The First World War period introduced great strains into the Japanese
economy. War-led prosperily created high infiation and tight labour markets,
lcading to great problems with employee urnover, spreading interest in unions,
and a fivefold increase in sirikes. Much as in Europe and North America, the
Bolshevik Revolution in Russia — followed shortly by the large-scale Rice
Riots across Japan — greatly stirred fears {or hopes, in some circles) of major
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social upheaval. According to Pyle (1974: 161), “Wrilers described the
Bolshevik Revolution and the arrival of new radical thought as creating a shock
in the intellcctual world compamble o the coming of the black ships.”
Investigative books and anicles on the harsh life of Japanese workers, such as
Hajime Kawakami's (1917) A stery on poverty, also stirred concemn.

The fears of labour radicalism and the high cosis of employee umover,
coupled with the emergence aficr the war of the first mass production industries
and the need for Iaubour pcace, led to the appearance of a niscent welfare
capitalist movement in Japan broadly similar to that in the United States.
Indced, the cmployment sysiem developed among leading Japanese companies
in the 1920s had greater similarity in structure and philosophy 1o the American
PM-school version of industrial relations than that of any other country. The
Japanese movement represented an intermingling of scientific management,
Sozialpoelitik and traditional welfarist paternalism. Illustrative of the intellectual
linkages, Tsutsui (p. 27) states, “Ueno’s ideas, and the Taylorite ideology from
which they were derived, overlapped in many ways with the philosophy of the
Kyochokai.” Personnel departments were started, shop committees and works
councils formed, welfare programmes expanded and internal labour markets
developed (Totlen, 1967; Gordon, 1987; Jacoby, 1991). The newly emergent
Japancse employment sysiem was not a carbon copy of the American, but the
parallels were strong at the enterprise level. Indced, this is nol surprising, since
leading American practitioners of welfare capitalism, such as General Electric
and Westinghouse (both members of the SCC), had close tics o Japanese
pariner firms and (ransferred American management prictices and ideas to
them. Where the American and Japanesc models diverged was that the latter
adhered to a German approach at the indusiry and economy level. According
to Tsutsui (p. 603,

[Tlhe American and German maodcls were considered related but distinct: the
“Amcrican-style™ ritionalization was aken [0 concentrate on the lirm and shop-floor
reforms, while the German movement looked to the indusiry or national cconomy, as
its basis ... the U.S, experience contributing the micro-level approaches (scientific
management and technologies of production). the German tradition providing the
macro-level sirategies of concenimtion, canclization, and slate intervention in
industrial organization.

Other pamllels to the American case also exist. The Japanese trade union
movemenl, for example, was relatively weak and afier a burst of militancy and
organizing gains during the First World War was beaten back and largely driven
out of the industrial core by a combination of employer resistance and
government refusal to provide lcgal recognition. A modest advance in factory
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legislation was obtained, however, partly due Lo Japan’s decision to join the
ILO in 1919 and the evident concern of the nation’s leaders that it nol be seen
as opcnty flouting the ILO's Conventions and Recommendations on workers’
rights (Ayusawa, 1966). Also of interest, a wealthy businessman, Magasaburo
Ohara, donated funds in the 1920s to promote more harmonious ¢apital-labour
relations through the establishment of the Ohara Institule for Social Research.
Shertly thereafter, Ohara persuaded a physician—professor to eslablish a sister
organization, the Labour Science Institute.

Daling from Lhe end of the First World War, Japanese inlellectual circles
gradually becarne more polarized and factionalized, while government policy
driftcd toward a harder line dominaled by militarists and nationalists. The
ideological strains were such that the Social Policy Association disbanded in
1924 and the Kyochokai camc under increasing internal stress.

Japan had a growing radical and socialist movement in both the rade unions
and universities in this posi-war period. By the early 1930s, a sizeable conlin-
gent of economists and other scholars in the social sciences were Marxists (but
not necessarily communists). Among the governing elite, businessmen and
more moderate intellectuals, the rise of social-and labour radicalism was deeply
alarming. The more centrist and progressive among these groups counselled
that the best approach was lurther accommodation, such as the passage of laws
proiccling workers” rights to organize and mandating works councils, and
strengthening protective Iabour legislation. The position of the moderates was
greatly strengthened by Japan’s earlier decision to join the ILO.

As Japan entered the 1930s, however, the position of he social policy
moderates began to be undermined by the rightward shift in Japanese polilics
and public opinion (Garon, 1996). The Great Depression hit Japan hard and
crealed Jarge-scale unemployment and bankmipteies in the industrial sector.
Japanese public opinion was also increasingly radicalized by the perceived
imperialistic double standard of the Western powers as Lthey sought to hold on
to their colonics and spheres of influence but at the same time deny Japan the
opporiunily lo expand in southern and eastern Asia. The rightward drift of
Japan was then greally accclerated by the armed conflict set off by the
“Manchurian Incident” in 1931 and, later, the invasion of China in 1934, As
the nation headed for war, right-wing Japanese polilicians and military
officers used the pretext of patriotism and national unity Lo suppress
communists and radicals. A series of purges hit the universities and many
professors with cenirist or left-wing views were forced to resign (Marshall,
1978). Following the example of Germany and Ttaly, labour unions were
outlawed in the late 1930s and a lascist-style government tock over the reins
of power. In 1941, Japan attacked Pearl Harbor and the cnsuing war with the
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United States and allies eventually led to Japan's surrender in 1945 and
cconomic devastation.

The history of modemn industrial relations in Japan begins with the post-
Second World War reconfiguration of the Japanese govemment and economy
under the direction of the Supreme Commander for the Allied Powers, General
Pouglas MacArtwr (scc Koshiro, 2000). Acling under orders from President
Truman, MacArthur issued directives to the Japanese government in 1945 to
enact lepislation recognizing and encouraging tradc unions and collective
bargaining. Quickly, trade union membership mushroomed — from 420,000
before the war to over 5 million in 1946 (Gordon, 1985). To the consternation
of the Amcricans, however, many of the new unions were radical and militant
and espoused a socialist form of economy, while some practised a syndicalist
form of direct action in which workers seized factories and ran them without
the owners and salaricd managers. As a result, new laws were passcd restricting
union aclivities and a “red purpe”™ of radical unionists was mstituted, while a
post-war recession shifted bargaining power back to management, who ook
the opportunity to break industry-wide bargaining and re-establish the pre-war
patter of bargaining at the cnterprise level.

The creation of a national unien movement more or less overnight, and the
associated problems of recognition, bargaining and strikes, naturally created a
need and opportunity for academics (o move intg this area. Hanami (1971: 5)
states of this period:

During the immediate post-war years, labour problems became one of the most
papular disscrition subjects among young scholars. In most universities and
colleges a chair on labour problems took on greal importance. Almost all university
departments of econemics established lecturcs on ‘social policy,” ‘labour
problems,’ or “labour economics’ and every department of law sci up ‘labour
law' courses, leclurcs on ‘management’ or ‘labour management’ were provided

in departments of cconomics -or in sociology courses in departmenils of
literature, ’

Amidst this ferment, Kazuo Okochi, a professor of social policy ai‘Tokyo
Universily, took the lead. Before the war, Okochi had published A history af
thougiit on social policy in Germany (1936) and, a few years later, Smith and
Lisi: Econormic ethics and economic theory (1943). After the war, he re-
eslablished the Social Policy Association as the main professional organization
for cconomists. In 1950, he and a research team published the Ffirst major
research study on post-war unionism in Japan, The acinal conditions of the
post-war labour unions. Following this, Okochi received funding from the
Ford Foundation to resecarch and publish hislorical documents on the
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emcrgence of trade unions in Japun carning him recognilion as the “I.R.
Commons of Japan™ (Koshiro, 2003).

A large componcol of the professors in the Social Pol:cy Associalion were
Marxists of various kinds, as was Okochi. Many were ideologically committed
Marxists (reflecting the “hero’s role” Marxists eamned tn resisting Japanese
militarism, and capilalism’s unsavoury connection with fascism, imperialism
and industrial monopoly) while others, such as Okochi, were pragmatic or
“theoretical” Marxists, in the scnsc that they used Marxist concepts and
theories as a framework for research without necessarily being committed lo
Marxism as a political and social cause. This “opportunistic™ use of Marxism
reflected, in part, the relative paucity of theory in the German historical
economics and social policy schooel, and that neoclassical economics was
largely unknown at this time (Koshiro, 1980). With respect to his various carly
post-war studies of Iabour unions, Okochi's use of Marxist economics was
minimal and these studies were instead largely “institutional™ in the sense of
emphasizing history, institutions and empirical facts.

Given Lhe dominance of Marxists in the field of social policy in the 1950s,
research in the field of labour — the work .of Okachi and colleagues excepted —
tended to follow along highly partisan and ideological lines, lcading to
polemical debates and much abstract argumentation (Hanami, 1971). Into this
situation entered an American, Solomon Levine, who camc to Japan in 1953 on
a Fulbrght grant. Levine, a professor at the University of Illinois” Institute of
Labor and Industrial Relations, had leamned Japinese in the military and came
to Japan to write on post-war trade unionism and labour relations. He formed a

“close association with a small group of “modermtes” in the economics and

social policy field, in¢luding Okochi, Ichiro Nakayama and Keizo Fujibayashi.
It was through Levine that the American concept and field of industrial
relations sunk its first roots in Japanese universilies.

A particularly important role in establishing industrial relations in Japan
was played by Nakayama (see the translator’s note in Nakayama, 1975), who
was a well-respected economist, president of Hitotsubashi University, and
public inlerest representative on Japan's Central Labour Relations
Commission (Japan’s federal-level iripartite agency responsible for labour—
management matters). Nakayama's book Industrialization of Japan and
indusirial relations (1960) was influential in introducing and spreading the
term industral relations in Japan (Hanami, 2002). He also hclped the
industriat relations [lield to become known in Japan by helping to arrange
travel to Japan by a variety of the American and British industrial relations
scholars, including Kerr and colleagues. Nakayama then wrote the
“Foreword” to the Japanese edition of Industrialism and industrial man.
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Further, Nakayama became president of the Japan Instituie of Labor (JIL) in
the early 1960s and made it a centre for industrial relations research in Japan.
The reader will recall from Chapter 6 that when Roberts and Cox formed the
IR A they invited the JIL to be one of the four founding associations and
asked Nakayama to be the 1IRA’s first president (a request declined for
reasons of health). The next year Nakayama, in cooperation with economists
such as Okochi and Mikic Sumiya and a number of prominent legal scholars
from the Japan Labour Law Association, founded the Japan Industrial
Relations Association (JIRA).

The cstablishment and carly development of the industrial relations field in
Japan, as in conlinental European couniries, stirred controversy. Although
industrial relations has close kinship ties to German social policy, in Japan the
two fields had important elements of rivalry. As already noted, the field of
social policy in Japan had a large contingent of Marxists — as did the field of
labour law at this time and its major acadermic association, the Association of
Labour Law Studies. As in Europe, many Marxist scholars in Japan were
hostile Lo industrial relations from both a theoretical and policy perspeciive. On
the level of theory, Marxism uses class as a core concept and posils a determin-
istic cvolulionary process in which capitalism eventually self-destrucis,
Indusirial rclations, on the other hand, eschews class and class struggle as
organizing concepls in favour of a functional pecrspective of institutions
(unions, employer associations, etc.) and the process of management, bargain-
ing and negotiation. It was in order o encourage this more harmonious,
cooperative approach 1o labour relations that the ruling Liberal-Democratic
governmenl endcavoured to encourage the sprecad of indusirial relations in
Japan by creating the JIL in 1958,

On the level of policy, Marxists arc also typically committed to decp
socialist ransformation of the economy, while industrial relations academics
desire to keep a pluralistic, mixed capitalist economy, but usc sclective
reforms to increase its efficiency and equity. Illustrative of Lthese diffcrent
points of view, the lerm in Japanesce for industrial relations is rosfii kankei,
which can be wriller in two different ways with two subtle differences in
meaning. One way, giving it 2 Marxist emphasis, is to usc characters
that mean labour—capital rclations, while a second is to usc different
characters that mean labour—management relations - the form favoured by
pluralist industrial relations scholars. When Marxists such as Okochi,
Nakayama and others “defected” from social policy to industrial relations {or,
later, labour cconomics), this inevitably led to hostility and recriminations.
The split should not be over-dramaltized, however, since many industrial
relalions academics remained members of the Social Pelicy Association
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(and Association of Labour Law Studies) and, today, dual membership
is common. -

Marxists, it turns out, were not the only ones to find intellecwual and
ideological problems with industrial relations. Some cconomists also started to
express reservations. Hanami (1971) notes that aficr the Second World War
criticism began tobe aimed at the field of social pelicy because its theories

_were perceived to be (p. 13} “superficial mixtures of (heories of economics,

jurispradence, political science, etc. and ideology”, causing scholars to ask “is
social policy a science?” He goes on to to say:

In panicular, economists who had been engaging in rescarch on labour problems
auempled to establish the study of labour problems on a more scientific basis by
applying cconomic theory. This effort shows that they regarded the theory of *social
policy’ as a hodgepodge of varions secial sciences and ideology combined in an
unsyslematic form and hence they tried 1o establish a more sophisticaled theory of
fabour economics.

Although this quotation is about social policy, industrial relations and social
policy were quite close in their conception and praclice and thus the criticisms
and doubts raised by the cconomists against the latter carried over in aimost all
respects to the former. Only later, when ncoclassical economics came to Japan
in the 1970s and 1980s, did these allcged intellectual shortcomings really siart
1o have scrious effects.

The JIL and the JIRA did much to promote the industral relations field in
Japan and move it forward. The JIL published numerous books and research
monographs on industrial relations. Its menthly publication, The Japanese
Journal of Labour Studies, was for many years (he major academic research
outlet for article-length studies on industrial relations in Japan. The IIL. was
also a substantial source of funding and data for industrial rclations research.
The JIL and JIRA also sponsored numerons conferences, such as the first
Regional Asian Conference on Industrial Relations in 1969 and two world
congresses of the TIRA, the Sixth World Congress in Kyoto in 1983 and the
Twelfth World Congress in Tokyo in 2000. Two presidents of the JIL and JRA
have also served as presidents of the IIRA: economist Mikio Sumiya and
labour law scholar Tadashi Hanami.

Although the industrial relations ficld grew and prospered in Japan in the 1960s
and 1970s, Japanese universitics did not, in general, follow the Amertcan model
and establish independent industrial relations institutes, centres or academic d-egmc
programmes. Several mullidisciplinary research centres werc¢ estabhsl_wd,
however, but in some cases (hey covered more than just industrial relations
(Hapami, 1971). Examples of important institutes include the Institute of Social
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Science at Tokyo University, Institute of Management and Labour Studies
al Keio University, Socio-Economic Institute at Sophia Universily, the Ohara
Institute for Social Research at Hosei University, and the International Institute
of Industrial Relations at Kansei University. The Sophia University institute, for
example, published numcrous industrial relations studics under the edilorship
of Robert Batlon, a Catholic priest and scholar. Some of these institutes and centres
were established with financial support from American foundations (ibid.).

Hanami offcrs an interesting explanation for why multidisciplinary insti-
lutes and industrial relations rescarch progmmmes had a difficult time getting
started in Japan. One factor, he states, is a strong element of “disciplinary
sectionalism™ among faculty members, making thecm uninterested in collab-
orating with colleagucs across disciplinary boundarics. A second faclor is the
divisive cffect of ideology and political partisanship, for he notes that {p. 6)
“each scholar and his group were regarded as belonging to, or at least
commitung themselves 10, a certain cause”. A third facior he cites is (hat
scholars tended to get pulled either into the camp of labour or management
because research funding and access would only be provided on condition that
the results would promote the donor’s interests.

In hindsight, the “golden age” of the industrial relations field in Japan
cxtended from voughly 1965 to 1980. Exemplifying the golden age was the
publication of Workers and employers in Japan by Okochi, Karsh and Levine
(1973} — a product of a wesearch team of nearly a dozen of the “who’s who" in
Japan's indusirial relations community. Also noteworthy and insightful was
Dore’s (1973) comparative case study of industrial relations pructices and
compelitive performance in British and Japanese factories.

A number of factors account for the golden age: union densily was relatively
high and organized labour playcd a-major role in the cconomy; the post-war
industrial relations system was a new phcnomenon in Japan and many exciting
and important research topics awailed investigation; Japanese and forcign
scholars also created an expansion in comparative industrial relations rescarch
contrasting Japanese and Western industrial relations systems and highlighting
the unique aspects of the former (c.g., enlerprise unions, the dual system of
employment, Iifetime cmployment); umions and collective bargaining enjoyed
considerable public and government support; and the weaknesses of the social
policy and Marxist scheools in the areas of theoretical and empirical labour
rcsearch provided a major window of opportunity for industrial relations.

Alter 1980, conditions changed and the industrial rclations field entered a
period of slow but significant declinc (Kume, 1998; Hanami, 2002b). By the
end of the century, the industrial relations ficld in Japan was still active but at
a noliceably reduced scale in terms of faculty participation, siedent enrolment
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and government funding. Perhaps most illustrative of industrial relations’ fallen
status is the decision of the Japanese government to merge the Ministry of
Labour with the Ministry of Health and Welfare and, in 2002, o end the 45-
year life of the JIL by merging it into another agency.

Many of the reasons for industrial relations’ decline are mirror images of
those that made the 1965-80 period a golden age: a substantial drop in the
proportion of the workforce covercd by collective bargaining; a sense that
industrial relations practices and problems are no longer exciting or leading
edge in the worlds of business and government; a waning of government and
public support for unions and collective bargaining, with the rise of concerns
over inflation, employment growth and intemational compelitiveness; and the
sharp fall-off in student demand for industrial relations courses. As in other
counltries, part of industrial relations’ decline in Japan is also directly related 1o
the growing popularity of business schools, the study of HRM and the rise of
neoclassical economics. Also contributing is the decreasing attractivencss of
interdisciplinary research and a retreat of academics Lo their home disciplines
of cconomics, law, sociology and business administration.

Although all of these factors are importaiit, Kuwahara (1989} in a srudy for
the JIL points to a decper and more fundamental reason. Just as the Depression
and New Deal displaced the 1920s industrial rclations mede] in the United
States, the Second World War and the Allied Occupation Authorities displaced
the similar industrial relations model (hat had arisen in Japan after 1920. The
Americans in the 1930s and 1940s swilched from a largely non-union welfare
capitalism model to an industry-wide adversarial collective bargaining model.
When the United Siates defeatcd Japan in the war, it sought.to install the same
mode! in Japan. Kuwahara suggests, however, that this model ultimately failed
because it was contradiclory to the key ingredient needed for growth and
industrial compelitive advantage — flexibility and cooperation. Between the
mid-1950s and mid-1970s. Japan quietly introduced a “new” industrial
relations model, though many of the basic ideas and pructices were from the
cooperative/family enterprise model widcly used before the Second World War,
Thus Kuwahara states (p. 7}

Those seeking novel leatures [for Japan's cconomic success] cventually come 1o
lifetine employment, senjority-based wages, emterprise unions, and the philosophy
of cooperative management, all of which have been long regarded as characieristic
of labor practices and industrial relations in Japan. Tronically, however, these are the
features that were previously [in the immediate post-1945 period] veparded as
anachronistic, and though the opinions of [abor and management dilfered, attempts
were made up until the beginning of the 1970s 10 abolish thesc “anachronisms™.
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In the [940s-1950s, Japan, like the Uniled States, adopted the collective
bargaining modecl as the preferred employment relations system and sought to
purge “anachronistic” elemcnts. These clcments were various features that
urderlay the cooperative unitarst/patermalist industrial relations model of the
19205 — such as cmployee representation plans in the United States and the
enlerprisc-based lifetime employment model in Japan — and that were now viewed
as backward or retrograde. More quickly than the United States, howcver, Japan
moved away from the pluralist collective bargaining model and went back to an
updated version of the cooperauve PM model in the industrial sector of the
Japanese dual employment relations system. This model proved highly snccessful,
Japan enjoyed an economic miracle, and thousands of Americans travelled to
Japan to discover the secrets of Japanese management. The Japanese had indecd
developed a unique and high-performing industrial relations model, but if the
Americans had looked below the surface they would have seen “Made in the USA”
stamped on major components (Jacoby, 1991; Tsutsui, 1998).

Commenting on Lhis matter, the leading historian of management thought in
the United Statcs, Daniel Wren (1994: 361), states, “the managerial revolution
that occurred in Japan after the Second World War was madc in the United
States”, Wren is referring to the ideas of Taylor (scientific management) and the
writings of later management theorists, such as Deming (total gquality
management). The problern with this view is nol that it is incorrect bul that it is
incomplete, for neither Taylor nor Deming either theorized or operationalized
the employment part of what became the modemn Japanese employment
relations system. Rather, as pointed out in Chapter 2, the employment part of the
mutual gains employment model was [irst articulated by the American founders
of industrial relations, such as Commons, and first put into practice in a strategic
way by industrial relations executives, such as Hicks. Visiting Japanese scholars
and busincssmen took this modet back to Japan in the 1920s and developed and
adapled it. Altcr lying dormant for two decades after the Second World War, the
Japancse resurrected and [ine-tuned the cooperative/mutual gains model

(including derivatives, such as the lean production model) and then tumed iton-

the Americans 1o roul them from one market after another in the 1970s and
1980s. Onc may say, therefore, that the Japanese beat the Americans at their own
game and that one of the tools they used was, paradoxically, first theerized and
operationalized by people in industrial relations,

Unfortunately for modern American industrial relations, it has small
opporiunity Lo capitalize on its historical contribution because after the Second
World War the field largely disowned the unitarist PM model in favour of
pluralistic collective bargaining. The recent outpouring of rescarch by
Amecrican industrial relations scholars on the high-perfformance workplace can
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be seen as a belated effort to recapture this (largely unrecognized) lcg:.lcy and
school of thought, albeit constraincd by certain 1LE ide.ol_ogical commitments,
Ironically, as the Unitcd States and other nations raced 10 the latc 1980s and
early 1990s to learn from and imitate the Jupanese cmployment system, the
economic pillars of this system were alrcady starting lo erode. Parl of the
explanation is unique o Japan, such as a stock market buPblc and over-
regulated financial secter, but another part stems from u_mrldw;dc_: trends, such
as globalization, market deregulation and excess industrial capacity. The resalt
of thesc forces is that the Japanese lifetime employment system has gradually
weakened and shrunk, accompanicd by a shift to more opcn labour markets and
market-driven HRM practices as found in the United States (Jacoby, Nason a{'ld
Saguchi, 2004), These same trends are cvident across nearly all u'.ldusu:lal
economies, suggesting that some convergence in employment systeins is ta!cmg
place. The employment model being converged on, hOWeV(fl', may Pc neither
the unitarist PM system por pluralist ILE sysiem of industrial relations but a
varjant of the neoctassical market model.

Republic of Korea

Similar to Japan, the origin of industrial relations in the Republic of Karca
(henceforth Korea) is in the 1880s, with the opening up of the ecenomy 10
foreign trade, the establishment of the first factories and the e'mcrgence of the
modern employment relationship. The first strikes look place in the latc 1880s
and the first union was formed among longshoremen in 1898 (Lee, 1993).

The history of industrial relations in Korea in the twentieth cenllfry was
heavily shaped by long periods of government repression of labour, paruc_u!arly
of efiist trade unions. The era of repression began in 1910 with Japan’'s miliary
occupation of Korea and subscquent 35-ycar period of colfmial rule, One p:_m
of the labour movement became a cenire for nationalist and co.mmumst
agitation against Japancsc rule and was heavily su:Ippressed. whilc other
compliant unions were allowed lo function but under tight contrt_)I: )

Korea was Jiberated from Japanese control in 1945 and soon divided into l}]e
Republic of Korea in the south and (he communisl-controlled_ Demo_c!‘allc
Pcople’s Republic of Korea in the north. In the former, the Amerncan Mlluzu:y
Govemnmenl, with trustecship of the country, sought to introduce democnl'a.uc
reforms, including independent unions. However, the milit:{ry authoritics
quickly switched course and banned the leftistcommunist-dominated Qencml
Council of Korean Trade Unions and replaced it with a more moderate rivat, the
General Federation of Korcan Trade Unions (Park and Leggew, 1998).
Protective labour laws were also passed but not effectively enforced. Over the

515



