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ABSTRACT

Many people are now arguing that the Japanese-style corporate system is collapsing.  This sort of
argument is nothing new and has been brought up every time a recession occurs or the public’s
attention is drawn to some economic issue .

Even during the current business cycle, which involves the most serious unemployment
circumstances to date, relatively few corporations have either implemented employment adjustments
or introduced layoffs or voluntary retirement programs compared to those that did so during the
period of structural recession. Based on these facts, it is unlikely that Japanese employment
practices, which have weathered so many recessions in the past, will quickly collapse this time
around. The fact that Japan’s unemployment rate has remained at around 3% despite three
consecutive years of zero percent economic growth in real terms demonstrates the firm foundation of
these practices. The number of labor strikes is also continuing to decline. From a long-term
perspective, there is almost nothing that substantiates the claim that Japan’s employment practices
will collapse; in fact, many indicators point in the opposite direction.

The rate at which workers in Japan change companies today is much lower than in the 1970s.
Wage differences based on seniority remain large, and changing jobs has a substantial negative
impact on a worker’s lifetime earnings potential.  The number of workers with long years of service
has steadily increased and retirement systems are also becoming more firmly established. The fact
that these practices have been evolving into legally protected rights based on judicial precedents also
contradicts the collapse theory.

No particular changes have occurred either in the structure of stable stock ownership.
Immediately - following the bursting of the economic "bubble," some people predicted that
corporations would sell their stockholdings and that the system of mutual stock ownership among
corporations would thus collapse.  Results of surveys on the system of mutual stock ownership,
however, indicate that the system has in fact become, if anything, even more firmly entrenched as

it stretched across the vears of the bubble economy. The way that stockholders’ and board of




directors’ meetings are held has not changed either, and no substantial changes have occurred in the
relationship between corporations and their stockholders.

Why is the "collapse" theory so popular despite the lack of any concrete evidence to support it?
The reason may lie in the perception of intellectuals that the European and American models for
behavior are more universal, while the Japanese model is abnormal. It is about time for the
validity of this kind of assumption to be questioned. If labor mobility increased and workers
changed companies more often, the practice of providing employment guarantees would lose its
meaning to corporations . Consequently, individuals would lose their job security and the
unemployment rate would increase. Incentives for corporations to provide better employee welfare
would diminish, and it would become more difficult for corporations to invest in human resources
through education and training. The trust that corporations have traélitionally placed in their
employees would assume limitations.  Information would not be widely (disseminated to employees,

and the bottom-up style of management would less likely be used. As the market principle
permeated through the employment system, income disparities would widen, and the equality that
has long been one of the chafacteristics of Japanese society would suffer.

A collapse of the structure of stable stock ownership would open the way for management to be
controlied by stockholders. Such a change would result in the intervention of stockholders in
management for the purpose of short-term gains, which could end up damaging the long-term
development potential of corporations.  Very rich individuals would be able to buy corporations,
enabling them to achieve power and status through their financial strength alone. In this way, too,

income gaps would widen, and Japan would begin to exhibit strong characteristics of a hierarchical
society.  Corporations would lose their social integration function, which has been the foundation
of the stability of Japanese society.

From a global perspective, it is the "Japanization" of Western industries that is becoming more
distinct.  This change is contributing to a strengthening of the competitiveness of European and
American corporations. Contrary to the popular belief in Japan, what is becoming mobile and
changeable is the corporate system in Western countries, while the system in Japan, in fact,

remains stable.




