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EXECUTIVE SUMMARY

This mobilization studies program report undertakes A comparative analysis
of the labor aspects of the aerospace industry in Japan and the United States
in the curreat non-mobilized enviromment. The study works from the assumption
that 1n any future mobilization, the aervspace indusir. will be among the most
critical to a general mobilization effort. Further, the success of efforts to
rapidly expand praduction during mobilization will be *:=2mendously sensitive
to how effectively the aerospace industry plans for and uses its prime asset—-
labor. The hypothesis of the study evolves around the fact that Japanese
labor 1s presently enjoying great success in virtually ~very aspect of
industry. Therefore, it mavy be very beneficial to sec .hat lessors can be
learnad to apply to the aerospace industry now and during mobilization.

In making the comparative analysis of labor in Japan and the United
States, five specific areas were addressed:

1) Characteristics of employment systems

2) Organization and role of unions

3) Training (to include both vocational and industry)
4) Productivity of workers

5) Role of Government

in studying these areas, an aggressive attempt was made to define the
strengths and weaknecses in both labor envircmments to determine which aspects
of each lend themselves to improved mobilization capability.

The general conclusion of the study is that Japanese labor performance,
while steeped 1n tremendous cultural and social differences from the United
Statess has been effective in several areas which could benefit U.S. aerospace
labor capability. Concentration on vocational training and on maintaining an
amicable and productive relationship amnng management, labor and government
are areas which lie at the heart of Japanese success and offer potential
benefit for application to the U.S. aerospace industry.

Some of the more specific conclusions can be summarired as follows:

1) The lesson toa be derived from the role of Japanese labor unions is that
a cooperative versus cuntrontation role pays dividends in terms of the labor-
management relations e uwation.

Y In the labor triining area, Japanase training programs, in tarms of
breath of education ang skill level, enhance human resource management.
Japarese government participation in the legislation planning and administra-
tion of vocational training programs has been instrumental in ensuring trained
labor 1s available for industry needs.

ot




3) The role of the Japanese governnent in labor and industrial planning is
very significant. The govermment is viewed as an indispensable part of
planning. Currently, the U.S. government has no centralized department which

can effectively deal with industry. The U.S5. government does not have a
mechanism for anticipating long-term problems of 1ncqstr1es or to prepare
labor to make any necessary adjustments.
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CHAPTER T
INTRODUCTION

In any future hostilities, the aerospace industry, which already plays the
role of foremost recipient or defense procurement dollars, will be among the
most critical elements of a major mobilization =ffort. The success of efforts
to expand production of a broad range of aerospace products, during
mobilization, will be tremendously sensitive ‘o how effectively aerospace uses
its prime asset--labor.

In its report titled "The Ailing Defense Industrial Base: Unready for
Ccrisis® the Lefense Industrial Base Panel of the House Armed Services Commi:tee
reported to the Ninty-Sixth Congress that skilled manpower is already a problew
throughout the defense industry, including aerospace. They further indicate
they "see no overall government programs aimed at solving this problemy and
the i1ndustrial company efforts are only touching the tip of the ireberg."

They also called the skilled manpower problem one of the "most difficult nuts
to crack" of all the problems plaguing the defense industrial base. And
finally they said:

“The panel believes that the solution to this national manpower

problen will require a national commitmert. Further, unlike

World War II, when under full mobilization, thousands upon

thous ands of people-—farmers, housewives, construction laborers,

clerk., and others——answered ‘the call to arms' and poured into

our defense factories, the current economic environment and

weapon system sophistication will not support any gquick vix or

emercz2nCy manpower reallocation to satisfy surge require-

i
ments."
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To get the most from labor, during a period of intense competition for
manpower and a "no holds barred" rush for more productivity. it is essential
that labor planning start now. Now, before the pressure is on, is the time to
review and rethink the issues of past mobilizaticns to see where our in-being
pract.ces can be improved to enhance both current productivity and long range

mobilization support.

Japan2se labor is currently enjoying an excellent record of success in
virtually every area of labor interest. It should be extremely worthwhiley
therefore, to examine some mobilization sensitive aspects ot labor in the
Japanese aerospace industry, to see if any of their practices could be applied
in the United States to enhance both current production and projected mobili-
2ation needs.

Before we begin our look at specific aseects of labor in the United States
and Japanese aerospace industries, we need to get the similarities and dis- ‘
similarities in perspective. While the industry names are the sam;, there are
tremendous differences which must be taken into consideration.

For openers, we are talking about two substantially different industiries
in size alone. In the United States, the aerospace industry is among the
largest and most important industries. As evident in Figure 1-1, aerospace
industry sales represent two to three perceut of the Gross National Product
(GNP) of the United States, a value of $63.5 billion. In Japan, aerospacz is
a relative nawcomer to Japsnese industry. Clearly, it seems to have

tremendcus potential in Japanese plans for the future but currently accounts

for ten percent of Japanese GNP, a value of only $1.5 billion.
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AEROSPACE JALES AND THE NATIONAL BCONOMY
Calendar Years 1967-1981
(Billions of Dollars)

Figure 1-1




& The nature of aerospace in the United States is also highly defense

B oriented. In a couniry with a large defense budget the aeirospace industry is
consistently one of the largest recipients of defense procurement dollars. A3
; shown in Figure 1-2. The United States Govermment (primarily the Department

of Defensz) accounts for oyer 50 percent of sales by the American aerospace

industry. In Japany a nation of far smaller defense budgets and a very
reluctant attitudc about arms, the situation is vastly different. With total
sales of only 1.5 billion, the Japanese aerospace industry sells 85 percent

of their product to its government. The balance of $18 million is placed on
the export market, but has little impact on the overall Japanese trade picture.
This again draws an interesting contrast with the United States which, with a
largest ever export value of aerospace products i1n 1981 of $17.6 billiony
accounted for nearly 8 percent of total exports through aerospace products
(Figure 1-3).

Another item worthy of consideration is that Japanese aerospace production
is currently done primarily under license from major foreign aerospace firms,
including some 1n the United States. Licensed production in Japan now
accaunts for up to 80 percent of their total aerospace effort. In general,
however, there 1s a growing interest by Japan in the aerospace markets which
probably signal a coming trend to more totally Japanese aerospace production.

And finally, there are significant underlying structural differences in
the aerospace industries of Japan and the United States. These differences
are botn in 1ndustrial and social structure. As shown in Figure 1-3. non-
aerospace production by the entire aerospace industry in the United States

accounts for only 16 percent of production effort. In Japan. on the other
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Calendar Years 1960-1981
(Millions of Dollars)
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L hand, the largest company producing aerospace products is Mitsubigshi Heavy

Industry. Its aerospace effort is less than 10 percent of total production,

P s e S

o final word on social structures. The social and cultural differences
between the Japanese and fmericans are the subjects of volumes of social

studies. Let 1t suffice to say that those differences are recognized, but it

is our feeling that while we cannot become Japanese--we can indeed learn from
them.

In view of the above, we can now take a brief look at United States
mobilization experience in the past to identify some aspects of labor in the
aerospace industry which have historically shown a need for attention to
ensure a successful mobilization effort.

While there are valuahle lessons to be learned concerning mobilization in
every aspect of labor management, we will narrow our consideration of contrast
to five specific areas. The employment systemsy roles of unionsy trainings

productivity; role of government.
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CHAPTER I1
THE AEROSPACE LABCR FORCE IN MUBILIZATION--WORLD WAR II

World War II was this country's last major full scale mobilization. From
the experiences of the past, we can learn important lessons. In laying our
groundwork for 2 comparative look at both the Unite¢ States and Japanese labor
in the aerospace industryy a study of our last similar experience will help
clarify the key elements of our subject.

Prior to World War II, the aircraft industry was a relatively unimpertant
segment of the United States transportation-equipment manufactﬁring sector.
While preparing for, during and certainly after the war, this somewhat infant
activity grew to become one of the nation's major industries in terms of both
employment and output. At the beginning of 1940. the United States was
estimated to have the capacity to build 2,000 airplanes per year. Germany, b;

1
contrasts eroduced over 18,000 airplanes a year.

The United States' capacity for building airplanes in 1938 was
accomplished 1n only fifteen airframe, engine and propeller plants throughout
the country. This number expanded to 41 plants by 1941 and doubled to over 80

2
plants by 1943, From this meager start America produced over 300,000

military air-
craft for the U.S. Army, Navy and Allies.

The expansion of America's aircraft production during World War II
probably excesded, in speed and magnitude, any industrial effort in history.
The problem:z associated with this expansion wzre in themselves massive, and at
the forefront of problems was Labor. Labor plaved a key role 1n this
country's ability to produce the munitions and aircraft that enabled the
allies to agesfeat two awesome empires at the same time.

9
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While a number of factors greatly infldenced labor during World War II
mobilization, none was so pervasive as the greatly expanded role of govermment.
Under the Federal Constitution, the major power in economic and industrial
matters is vestied in Congress under the "commerce clause." However, the
executive brarch of govermment has always played a large role in this area
either through legislative delegation of power or through the exercise of
“inherent" emargency powers. In terms of national crisis, World War II was no
exception as President Roosevelt used his traditional war powers to create

3
government agencies to deal with war and industrial mobilization.

In May 1943, the President of the United States issued an Executive Order
which delegatad unprecedented authority to the Office of War Mobilization
(OWM). This new office had authority over virtually all phases of the wartime
government. Congress reaffirmed and extended these powers 16 months later.
This creation is considered the broadest grant of power ever legislated by
Congress. During the war, OWM acted as the highest govermment authority,
short of the President, in the total field of industry and civilian wmobiliza-
tion.

Creation of this office evolved over four years and developed through the
organizational changes of five other boards, committees and councils. (See
Figure 2-1) As an outgrowth of five other goverrment agencies before and
during the war, the Offic» of War Mobilization (OWM) was ultimately created
with the authority and power 1t needed to “do the job." Executive Order 9347,

1ssued on May 27, 1943 ewmpowered the OUWM:

10
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"(a) to develop programs and to establish policies for the maxi-
mum use of the nation’‘c natural and industrial resources for
military and civiiian needs, for the effective use of the
national manpower not in the Armed Forces, for the maintenance
and stabilization of the civilian economy and for the adjustment
of such econamy {o the war needs and conditians;

(b) To unify the activities of Federal agencies and departments

« w w @ ]

(c) To issue such directives on policy or operations to the

Federal agencies and departments as may be necessary to carry

aut the programs develcped, policies established and decisions

made under this order . . . .54 ‘

The QWM was elevated by the President to a position higher than any of the
other agencies and departments of the Federal Government. In a sense, the
director of QWM was "Assistant President"-—more powerful than cabinet members.

An outgrowth of experience, OWM was extremely successful and remained as
created until the war situation changed. Emphasis changed from not only
mobilization, but to thinking o: reconversion after the war. Thus, the Office
of War Mobilization and Reconversion (OWMR) was created. Basically, every-
thing stayed the same other than a little change and the t;;nsit1on from war
to peac> was planned. .

Because of the new role of government in the aerospace industry and be-
cause of the press for war support production, the characteristics of
employment in the aerospace industry under wartime conditions underwent
irreversible changes.

The potential of the airplans as an offensive weapon made the location of
the United States aircraft industrial facilities extremely important, vet

vulnerable to air attack. It could no longer be taken for granted that the

Atlantic and Pacific Oceans made this continent impregnable. Consegquently,

i2




the coastal location of aircrafi plants uas.a source of concern. To correct
the situation, new plant plans called for construction within the interior of
the country. This shift was an early element of the mobility factor which
still exists in the U.S. aerospace industry. However, early in the war,
existing facilities had to be expanded 1ir their present location because of
the urgent need for airplanes. The shift in geographic distribution of the
aircraft industrial planis was slow through the war years. The effect this
movement had on labor, nshich was to become more and more of /. problem as the
war years continued, required the government to work with indu;try to initiate
incentives to move the labor force to where tE? work was.

In the early days of the war, it appeared that our manpowar resources Were
more than adequate. The pleas of government officials for stronger measures
to establish controls over ‘he labor market went unheeded. Because of the
Great Depression, a large reservoir of unemployed was available for the
industries to draw upon. However, there were shortages of particular skills.
Unt1l the Summer of 1943, manpnwer problems were largely "brush fire"
problems, i.e., confined to specific issues. Examples were shortages of
special skills, deficiencies in occupations characterized by low wages and
unpleasant work and in places overloaded with war coniracis.
fires" or “hottlenecks" were seriouss yet, the overall manpower situation was
generally favorable.

After late 1943 and early 1944, the labor shortage developed 1into a
n.tional crisis. Manpower had become the major "bottleneck” in the war
production effort. Even with this situation, the sense of urgency and fear in

the country over the military outcome of the war huatl diminished. There was a




continued reluctance to undertake any broad ﬁew contrrols/policies. such as a
national service. Thus the emphasis on wmanpower issues continued to emphasize
voluntary measures. As a matter of record, the United 5States was the only
major nation that went through the whole war without any general legislative

£
authority for labor allocation (except for the draft).

The manpower control measures the United States used during World War II
centerad on two things-—persuasion and indirect compulsion. The results of
the war show this was effective. Howevery few historians would disagree that
if hostilities had continued or the military outcome had been less certain,
the high demand for production and military manpower would have required far

4
sironger manpower/labor control measures.

Government agencies were not the only organizations coordinating or
working on labor mobilization, another key player was the trade union.

A fuw days after the Pearl Harbor attack, the labor unions issued a volun-
tary "nn strike" pledge which imposed a considerable self-restraint on union

7
leaders and on collective bargaining in general. In returny, the government

used 1ts influence to prevent employers from interfering with the unionization
of new and expanding industries. The result was a tremendous upsurge in union
membership during the war. There was a negative impact though--the heavy hand
of government prevented the normal process of collective bargaining for
increased wages during the emergency.

To handle the govermment's portion of this relationshipy President
Roosevel t created the War Labor Board (WLB). The board had the authority to
mediate. arbitrate and investigate disputes between labor and business.

Overall, tn1s boardl was ratec as one of the success .tories of the war.

14
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Although there were problews—most were snéll and isolated. Ultimately, the
volume of munitions this country produced could never have been completed
without the mutual cooperation of industry, govermment and- labor.

One specific innovative action that labor unions and industry (management)
took, with a little push from the government, was the creation of "labor-
management committees" in w.pr production plants. The idea was a simple one,
but an effective means o. applying all the brains-—both labor and management--
in a factory to solve the problems of bottlenecks and upping war production.
These committees were not grievance committees or collective bargaining
sessions but a chance for both labor and management to get together to solve
problems. The results surpriszed both groups——the idea worked. Some of the
subjects the committee tackled were:

- Caring for tools
- Preventing breakdowns
- Peducing absenteeism
- Improving plant safety
- Improving plant lighting )
- Adapting old machines to new ones
- Cutting waste
- Using es'ery machine to maximum capacity
- Breaking down highly skilled

jobs so less skilled people could do the work
- Training new workers

8
- Retraining skilled workers

The fmerican Federation of Labory Congress of Industrial Urganizaticns,
National Association of Manufacturers and U.S5. Chamber of Commerce made the

following written endorsement of the Labor-Management Committee pland
“The labor-minagement committee programs now being promoted by
the War Production Drive Division of WPBy under the direction of

Mr. T. K. Quinn, endorsed by us, 1s not designed to increase
power or position of any union. It does not tnterfere with any

15
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bargaining machinery or undertake its function. It is not de-

signed to conform to any scheme that contemplates a wmeasure of

control of management by labor or labor by management. It is

not & labor plan or a management plan. It is the War Production

Drive Plan to increase production by increasing efficigncy

through greater management and labor cooperation.“9

The labor unicns were especially helpful in combing out the skills repre-
sented by their membership. Because of this early cooperation between labor
unions and government, the impact of early wanpower shortages was minimized.
The government furnished the estimates of the manpower ne;ded for each
industrial area and for each industry. They helped workers and the unions
straighten out wage or other employment problems with private'companiea. The
trade unions responded by getting available workers, with the right skills, to
the places they were needed.

Although successful at first, because of the large numbers of available
workers and a relatively small build-up, this partnership did not support thea
numbers of workers needed later in the war. As the manpower problem and the
magnitude of the skilled worker shortage grew at a fast pace, the need for
skilled workers could no longer be met by bringing workers to the job-~they
had to be trained. The subject of training is discussed in a later portion of
this chapter. The most unfortunate lesson to be learned from the government-
labor cooperation of World War II was that while the results were good, they
would not last without some sort of continuing govermment role in the industry
when the crisis had passed.

This country's mobilization for World War II involved unprecedented

changes 1n the size, use and distribution of fmerica's manpower resources.

More than 1& million men and women were in the Armed Forces when the war

14




ended. Between seven and eight million more were employed in industries

directly involved in the production of munitions. To these millions must be

added o%her millions #ho engaged in the production of goods and services

indirectly equired for the war effort. The combination of patriotism, high

wages and Selective Service brought into the labor force nearly seven million
personsy who were mostly new workers. Others, who in normal times would have
retired, continued in school or remained in the home. Millions of workers

shifted to new areas, new industries, or new occupations as a result of the N
economic conditions produced by the war. With this vast change, came a still

bigger chore, training the new workers.

In the aircraft industry, there were two things that simplified this
monstrous task. The first was the American culture and the second was pro-
duction technique changes. Prior to and during the war, the U.S. manpower
pool consisted of men who understood macaines, how to fix and run them. The .
country had first rate engineers and mechanics, plenty of scientists and
graduates of scientific and engineering schools, and plenty of profess}onal
and amateur inventors. Starting with a new work force that had a basic
understanding of mechanical works, the aircraft industry was able to train
them and use their prior knowledge fast to keep up with the expanding demand
for munitions.

Nonetheless, the large expansion of the industry placed a heavy training
burden on both industry and the government. The government's participation 1n
helping industry train the expanding work force was certainly significant.
Innovative uses of government facilities and instructors were encouraged

throughout the country. In the early vears, the Labor Division of NDAC used ~——-—.
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school facilities, normally idle during the summer, to improve and refresh the
skills of some 500,000 workers. ’

The preliminary training of an employee prior to placement in a specific
Job had certain advantages. However, most manufacturers were unable to do
this because of a lack of facilities, time, instructors, etc. Accordingly,
the Labor Division recognized the need, stepped in and set up the training
within industry branch. With the cooperation of both labor and management, an
extensive worker-training program in or just outside the factory was started.

The branch, after conducting a survey and a study of the particular
company, analyzed the training needs. They then aided the coﬁpany in setting
up the training program in the plant or using tax supported government agency
services such as state employment services, vocational and/or trade schools,
colleges, universities, etc. During the war the branch surveyed and made
recommendations for training in more than 2,000 war contractors. By 1942 oveé
three million workers were trained by this method, a little less than half of

10
all the new workers employed during the war.

Training took on aven more me@aning because of the magnitude of the
turnover of employees in the aerospace industry during the war. In 1941, the
airplane industry had to hire and train 1,500 workers to increase emplovment
by 1,000; the following year to obtain the sawme increase required hiring 2,100

11
workers. The problem became almost unbelievable in 1943, especially on

the West Coast. During the first six months manufacturers employed 150,000

12
men and women--to net only 12,000 new workers.

fAlthough an enormous amount of time and effort was consumed for training a

large wartime work force, the general mechanical knowlacge of the American
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worker and new production methods helped réduce the impact of major training
problems for a mobilizing industry and country.

With the wartime mobilization in full swing in 1942, industry as well as

werment Erﬁated vast new organizations, to revolutionize methods of
operation and production. The increase in airplane output between 1940 and
1944 required far more than duplicating 1940 processes and tooling. The
increased production required a revolutionary approach to the basic method'of
aircraft prpduction. That process was 1o be "line-pruduction.”

The rapid increases in production needed to reach President Roosevelt's
50,000 airplanes a year would have been impossible using the ﬁanufacturing
processes of 1940 such as “job shops® or hand-tooled parts. A new technique
had to be develored before a large :rorease in production could be obtained.
Borrowing from other industries, the aircraft manufacturers developed the
technique of “line production"~-well known to other industries but unknown or.
not favored by the aircraft manufacturers who were not previousiy used to
large production volume.

Productivity of labor continued to rise during the war years as it had
since 1919. The increases in productivity prior to the war years, to a large
extent, can be traced to the development of machines and technological
improvements., Rfter the start of the war, particularly in 1942, the dramatic
increase in productivity was truly remarkable considering that many manufac-
turing plants had to convert to new wartime products and many new plants never

reached full use of their equipment.
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The bottom line is that there is much to be learned from the lessons of
history. Clearly, World War II demanded extraordinary measures to initiate
and control a total mobilization effort. Labor issues such as new roles for
unions, expanded roles for government, solid training programs and emphasis 6n
increased productivity were without question at the forefront of attention for
mobilization managers then and will unuoubtedly again be at the forefront in

any mobilization effort in the future.
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CHAPTER III

A COMPARATIVE LOOK AT UNITED STATES-JAPANESE
LABOR IN THE AEROSPACE INDUSTRIES

Introduction

As differences bhetween nations in the traditional mechanisms of inter-
national competition continue to diminish, human resource management is the
key to competitive advantage. Two conditions lend credence to this fact:

(1) Industrial technology is readily transferable; and

(2) Socialy cultural and political values and norms, mobilized within a
society to establish a particular workplace organization, are not normally
transferable,

The end result is that the real competitive aavantage for a country may not be
in capital technology or market-know-how- but rather in unique ways in which .
workers and managers crganize for work.

The rapid growth of Japan's industrialization has taken place by the intro-
duction of Western technology and methods i1nto a Japanes® social structure.
The result has been a unique and effective business svstem. In the melding of
imported techiques in Japan, special business practires have developed;
especially in terms of labor policies and practices that differ markedly from
those in the West. The purpose of this chapter is to present a description of
American and Japanese labor practices and policies by discussing the features
of the employment system, the role of labor unions, the role of governmeni,

the emphasis on training and the productivity factor of labor.
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Characteristics of Employment in the Aerospace Industry

Labor in the United States azrospace 1ﬁdustry, like many other industries
in the United Statesy 1s somewhat difficult to address in terms of specific
characteristics. This problem stems from the fact that labor in various
elements of the aerospace industry reflects a tremendous range of occupational
skills and is organized 1n many differing fashions. (See Figure 3-1) There
are, for 1nstance, fully umonized large aircraft production tirms, which

? 1

esse:tially describes all major aircraft makers except Grumman and Northrop.

Obviusly, a one-word deccriptor (describer °) of the organizational
Ehar:cteristxcs of labor throughout the American aerpspace industey will he
hard to coin, unless we are willing to accept something as non~descriptive as
"diverse" or “non-homogeneous."

As a practical matter, we will focus on the majcrity representative
elements of the aeraspace industry as we lock further i1nto aspects of labor.
The large aircraft and subsystem builders, of whom we can at least say, "tend*
to be unionized.

A labor characteristic which is consistent 1n the aerospace industry is
mobility, or perhaps even more accurate “instability.” An industry long known
for 1ls hoom or bust character, the labor element of aerospace clearly
reflects the ups and downs of 1ts industry as shown in Figure 3-2. This
provides tremendous contrast with general industry data shown in Figure 3-3.
Jince ours 15 an employment system without guarantees, skilled worker turn-
aver and the attendant migration between geographical areas and between or
within 1ndustry 1s an all too ominous part of labor character in fmerican

agrospace.

\
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CCCUPATIONAL PROFILE OF THE AIFCRAFT AND PARTS INDUSTRY
(SIC 373) 1970

Figqure 3-1




g LABOR TURNOVER RATES IN THE AE!NPCE INDUSTRY
¢ Calendar Years 1967-1981
3 (Rates per 100 Fmployees per Year)

Figure 3-2
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*The great majority of American Employees (excluding those in

educationy civil servicey, the wmilitary and the church) have a

minimum degree of job security. Although union members are

often protected by labor contracts that provide seniority

protection, most fmerican workers can literally be dismissed on

2

a moment' notice with little, if any, recourse.”

Becauce of the mix of union and non-union workers, a clear cut :zvstem of
establishing and maintaining salaries for aerospace workers has been a nega-
tiva characteristic of the industry. While union workers have set compensation
based on senicrity through the traditional method of collective bargaining,
non~-unionized workers follow various methods, from emulating union contracts
to laying themselves at the good graces of management. In the wake of declin~
1ng union strength and an up and down aeraspace market, wages in the aerospace
industry have declined relative to othepr major United States industries as
well as foreign aerospace competitors. For instance, as late as 1967 average
earnings in the United States automobile industry were only 2.0 percent

greater than aircraft; by 1978 the gap was 12.9 percent. In basic steel, the

3
gap grew from 2.5 percent to 24.8 percent over the same period. Inter—~

national comparisons, including Japan, are similar as reflected in Figure 3-4.
There are three basic elements of the Japanese employment system which
particularly reflect the uniquely Japanese character of labor:
“(1) The lifetime employment system;
(2) The seniority wage system; and
(3) The enterprise union."4
The first two elements will be addressed in this section. The latter will be
discussed 1n the section on the role of labor unions.
The employment system in Japan tends to differ litile between industries,

s0 whether studying aerospace or any other industry. it cannot really be under-

stood apart from the values of Japanese society i1tself. For example, from the
27
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earliest period of Jaranese 1ndustrielizati§n, there had been a clear distinc-
tion between white collar and blue cillar workers. rowever, the social
clarification among workers is not related to skill level, but to the size of
the company a pergson works for. The bigger companies attract the most
promising workers, not only because of prestige factors, but also because of
baetter working conditionsy employment gtability, better capital equipment and
higher wages.

The employer—employee relationship in the Japanese lifetime employment

[
system is not based on law, & collective agreement or employment contract.

It has grown out of a historically tacit understanding between labor and
management. Basically, company management will not discharge an employee
until he reaches retirement age. The sttitude of management is expressed by

é
the common saying “the anterprise 1s the people." The employee undersiands

that once he joins a company, he is to stay until retirement. The emplovee

7
becomes a member of the company "family.®

There are two distinct categories of workers in the Japanese employment
system, regular and temporary employees. The regular employees are the
backbone of the labor force for a company. These employees are normally
characterized as workers recruited (at one time) from graduates of formal
wchools, such as high schools, vocational schools and colleges and univer-
z1ties. This employment takes place in April, immediately after the end of
the academic year. These employees are raw recruits, with no occupational
nistory. The larger the company, the more 1t depends on the annual influx of
new workers. The second group of employees are classified as temporary or

non-regu.ar because they are not hired at this April set-time of the year.

29
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These people are not recent graduates. They may have been employed by other
companies or self-employed. In Japany they are referred to as "half-way

8
waorkers” or "mid-way workers." The recruitment of these types of employees

depends upon the size of the firm, economiu conditions and changes in the
labor force structure. Women in the Japanese labor force are also normally
classified as temporary employees.

The seniority wage system is a second important component of the employment
system in Japan. When compared to wages in other countries, Japanese wages
exhibit several special characteristics. First, the wages are almost always
calculated 1n monthly amounts, Next, there is little difference 1n wage pay-
ments and calculation systems between blue-and-white collar workers. A third
tharacteristic 1s the distinction between the portion earned for one's work
and the portion paid by virtue of just being an employee. For the most part,

9
basic wages are fixed by age, educational background and years of service.

However, a small portion of the basic wage has been paid in accordance with
Job content and employee ability, Regardless of wage determination meihod,
wages are revised annually and reflect current business conditions.
Additionallyy a semi-annual bonus system exists to reward workers on the basis
of the profitability of the company. Lastly, wage rates and wage structures
are specific tn each company and reflect only the economic situation of the

10
company and not conditions throughout the industry. Wage determination

will be discussed further i1n describing the role of labor unions.
Like the wage systomy personnel practices regarding promotions and retire-
ments are also quite uifferent from Western patterns. In the Japanese svystem,

cromotional opportunities are normally not based on competition among

T L S T




employees. They are based on an employee's seniority, educational background
and training. Employees are rotated fairly regularly and periodically among
different job assignments, with promotion more or less automatically geared to
length-of-service. However, there are some distinct differences between white
and blue collar workers. White collar workars provide the nucleus for the
company staff. This group is trained for future management and tend to
experience regular transfers and broad job ;otations. The blue cecllar workers
are trained for production jobs. ‘Their flexibility for job transfers is some-
what restrained. Their promotions and transfers are carried out within the
scope of their assigned specialities,

In the Japanese employment system, most employees arrive at retirement
through seniority promotions accompanied by sevcral job transfers. Currently,
Japanese companies adopt the system of compulsory retirement at a certain
fixed age somewhere between 55 and 40. By 1985, the Japanese Govermment uillf

11
require all companies to extend the retirement age to &0 vears. Retire-

ment, in the Japanese labor context, does not necessarily mean retiring from
the labor fo :e or working career. It simply means retiring from the company
" where the worker had been employed. Most workers continue to work after this
“retirement.” One authority cites the labor force participation rate for male
workers S5 to 60 years of age, who presumably retired once, to be as high as

12
24 percent. Upon compulsory retirement from a company at an age between

85 and 4ACy an employee is given a lump sum payment as a retirement allowance.
This payment is currently equivalent to approximatel; 40 regular monthly wage

13
-ayments for large private firms. The amcunt and rate vary with the

length of serv.ce, education, the type work, the cize »f the firm and industry.
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To supplement this allowance, a retiree receives a govermment old-age pension
at the age of 40 years old.

Other important aspects of the Japanese employment systém involve employee
mobility, dismissals and tewporary layoffs. In terms of employee mobility,
the Japanese employment system fosters both flexible and inflexible conditions.
Since the system by nature creates a closed labor market within the company, a
degree of labor mobility is afforded only within the internal labor market of
the enterprise. For an employee to leave a company for agother job is a big
decision. The movement is normally made at a young age (under 25) and whei an

14
employee is at odds with the company and its strong community control.

There are Tlexible conditions for mobility within an internal labor market.
Company and labor union policies, along with training programs facilitate this
movenent.

Employee dismissals under the lapanese system are very difficult. There
1s no legal restriction on the right of an employer to discharge an emplovee.
In reality, however, conditions prevalent in Japan (court decisions) make such
dismissals extremely difficult. It is this aspect of Japan's lifetime employ~
nent system that helps maintain a high degree of employment stability.

Since 1t is highly unlikely that an employer can dizcharge an employee
(unless he commits a serious offense), the financial burdens, there are social
pressures 1nvolving nct breaking the close employer-employee relationship or
not maintaining both employment stability and labor and management trust. To
avoid employee lavoffs, in business downturns, Japanese companies would do the

following 1n priority order:
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(a) decrease or cut dividends}

(b) reduce salaries and honuses of top management;

{c) reduce middle management salaryj

(d) transfer rank and file to subsidiary or related firmmy and
15

(e) voluntary employee reductions—-in-force and pay cuts.

The Organization and Role of Labor Unions

Since our labor study-comparison encompasses an industry which is heavily
unionized in both the United States and Japans a hard look at the roles of
those unions will be indispensable. While we have previously discussed the
extent of unionization in American aerospace, we will now take a closer look
into how unions are organized and what significant roles they play in the
aerospace industry.

The major aircraft companies, whose workers are unionized, are essentially

organized as follows:

“The International Association of Machinists and Aerospace Workers (IAM)
represents more aerospace workers than any other union. Its coverage
includes Boeig, General Dynamics, Lockheed, McDonnell-Douglas and United
Technologies among the largest primes as well as Buch Aircraft, Cessna,
Gates Learjet, and Piper Aircraft amcng the smaller general aviation
firms. The United Automobile Workers Union (UAW), actually the United
Automobile, Rerospace and Agricultural Implement Workers of America,
represents workers in several McDonnell-Douglas facilities as well as
Martin-Marietta and North Mmerican Rockwell. The International Union of
Electric Workars (IUE) represents aircraft workers through 1ts contracts
with the General Electric Rircraft Engine Group. Ironically, even the
Carpenter's Union is well represented i1n the industry, a legacy from the

146
days of Hughes Aircraft's ‘Sprice Goose'."

Characteristically, however, while each of the unions represents many organ-
ized workers, of varying skills, who produce different products, in widely
ceparated arecs of the United States, their structure and roles are very ruch

alike.




As the Japanese unions tend to be vertically organized, the American
unions are horizontal. Officials of the American labor unions feel very
strongly that the interest of labor are so fundamentally different, and
frequently at variance, with those of management that preservation of union
membership to worker levels only is an absolute must for a union to be success-

17
ful.

Further enforcing horizontal structure in the American union picture is
the fact that several unions may represent the interest cof different types of

workers in a single plant.

" . . . workers within one plant may be divided among different locals,
each affiliated with a different national union. This type of arrangement
1s becoming increasing common. It 1s not unusual for an employer to find
his workers represented by a half-dozen different unions. His production
workers may belong to the United Auto Workers, the electricians may be in
the International Brotherhood of Electrical Workers, the truck drivers may
be in the Teamsters Unions, the engineers may have their own union,

18

etc.”

When the factor of competing and even conflicting interest is added to this
picture the consequences, while perhaps representative of numerous points of
viewy can be chaotic.

The predom:nantly horizontal nature of American unionism is clearly
reflected in F:gure 3-5. The real meat of union organization is at the local
level. There «re about 75,000 local unions in the United States. While most
are chartered oy somewhat loosely knit national unions, many operate without

national affil:ation. In either case; however, the real by-word seems to be

the *autonomy"” of the local.
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"In a number of wavs, the functions of the local union overlap those of
the national. This is especially so in collective bargaining . . . where
the autonomy of the local . . . varies from union to union. Functions
that are primarily within the local's province include a day-to-day
policing of the union-management contract, processing grievances of
workers, managing the contract of strikes, and collecting dues and
assessments . . . . Occasionally a local matter will explode into a big
. issue that involves eventual action by the national union but most daily
¢ 19

working problems are resclved localiy."

clo Bt

Ha sw R NP +

The national unions, on the other hand, are involved in promotion of

organization within the industry or trade, bargaining assistance to the locals
and maintaining a close watch on legislative develooments. In receni years,
bargaining assistance has largely come to mean pattern bargaining. "In
patiern bargaining an agreement between a union and a prominent firm 1n an

20
industry becomes a pattern for other settlements.' Centralized strategy

planning for pattern bargains, bigger national union budgets, and the increased
importance of legislative matters have, since World War II, set a trend iouaré
more centralized control of unions in asrospace and other major United States
industries. Recent requirements for local deviations from pa‘tern bargalns
and, indeed, prospects for further erosion of benefits won bv labor in

prosperous years pasty may result in a ~gsurgence of local unicn autonomy in

, 21
the bargaining area.

The bottom line of the foregoing discussion of unmion organization is that
the primary role or tool of the unions, national ar local, is the collective
bargaining process. 0Hzirospace worker unions, like other American industry
workers, have used this tool with varying degrees of success.” In general,
the a2rospace union workers have been successful bargainers but not nearly as
strong as organized labor in ., . . autos, steel, rubber or electrical equip-

a2
ment--compa- le manufacturing industries.’
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Perhaps a good wmeasure of union success is the quality of relationship
with management and their ability to win concessions without resorting to
strikes or other work disruptions. As reflected in Figure 3-4, the track
record for the aircraft industry has had a pretty consistent loss of productive
time.

Like many other industries, American aerospace labor largely sees itself
at odds with its management counterpart. Each element sees its historical
relationship with the other as "adversarial.” Labor largely sees the problem
as an outgrowth of management's view that labor is a short-run concern with no
real permanent status. Perhaps more important, while labor and management
both see a need for a better relationship neither sees any trend toward

23
improvement in the future.

The labor and management relationship in Japanese companies and industries

24
can be characterized by the phrase "conflict in harmony." Two words

associated with negotiations more clearly differentiate the labor philosophy
of Japanese and Western unions. They are the terms "fight for" and “seek®.
The former normally being associated with Western union »hiloscphyy while the
latter is associated with the Japanese. Japanese industrial relations can
alsc be described as having four pillarss Permanent employment systemy the
seniority-based wage system; enterprise unionismy and comman belief shared by

2%
management and workers to view enterprise as a community. These four

characteristics of the Japanese industrial relation systems provide the basis

for the favorable labor and management environment.
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The most distinctive features of labor unions in Jupan are that they are
organized yertically and along the lines of individual enterprise.. They
seldom take the form of an industrial or craft union as is the case in Western
nations. Individual enterprise unions in the same industrial category come
together in the form of a joint organization, namely a: Industrial Federation

26
of Labor Unicns. In the case of the aircraft indust:y, ten enterprises

form the Cour:-il of Aircraft Industry Workers Union (J.panese—~Kokurokyo). The
next organizational level for labor comprises nation-wide labor unions known
as National Centers. There are four basic National Centers: Sohyor Domei,

27
Churitsuroren and Shinsunbetsu. The differences between centers evolves

around fundamental ideas about labor movement and poliiical ideology. Member-
ship in these National Centers 1s open to all industril federations. However,
there are a number of federations, such as Kokurokyo, which are not affilxate;.
Non-affiliation is normally because of the confrontations and divided labor
front which characterize the National Center. Specifically, over one-third of
organized workers join none of the National Centers because they want to

28
remain outside of confrontation troubles.

To the average Japanese worker, the enterprise unici and industrial
federation are of primary importance to his welfare. 71 .zre are currently in
Japan over 100 nation-wide federations. These are not normally directly
involved 1n collective bargaining. Their control over nember unions 1s often
rather weak. They perform five main functions:

(1) Coordinate member union efforts to improve wages and working con-
ditions, i.e.s spring labor offensive;

{2) Solve whole industry problems;
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(3) Provide specific assistance to individual unions;
(4) Provide administrative services; and

29
(5) International activities.

The industriai federal role in the Spring Labor Offensive deserves more
elaboration because it is a unique system for wage negotiations. Today,
nearly 80 percent of organized labor goes intoc wage negotiations at the time

30 -
of the §pr1ng Offensive. The Spring Offensive begins in the 1ron and

steel industry where a wage increase rate is necotiated. This rate 1s used as
a benchmark for other industry negotiations. Eventually, all industries

negotiate a rate. An average of these rates is called the "Spring Labor

31
Offensive" rate. This rate 1s gradually set as a general indicator and

will affect wage negotiations in the private enterprises. Prior to 1975, wage
increase rates rose every year and differentials between industries were

32
small. After 1975, with a decline 1n economic growth, wage i1ncrease rates

have been declining and discrepancies between industries have uidened.

In general, the organizational structure of enterprise unions correspond
to that of the enterprise. Members of enterprise unions are regular employees
of the company regardless of occupational categories. Union officials are

and  are
elected from among union membersﬁthus“also pormanent employees of the company.

Enterprise unions are entirely autonomous in carrying out umon activitiesy

33
are fipancially independent and self-supporting. As could be expected

from above, collective bargaining in Japan is held at enterprise union level
with 1ndividual companies.

Collective bargaining normally i1ncludes a wide range of 1ssues which
-acylts 1n comp-oehansive labor agreements. The one exception 1s wages which
are normally ooncluded 1n zeparate agreements. As mentioned previously, there

40
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e*ist’pon-adversial approach to labor-management relations, Union officials
are well attune& to managewent problems, employee productivity. company market
share and competition. |

Japanese unions do not seek wages and fringe benefits that are equal to
firms of all sizes. Instead they try to get their particular firm to pay
wages. provide fringe benefits and working conditions appropriate to their
size. The regular emplayees (uniqn members) exhibit a tendency toward "dual

34
al.egirance” i1n their attitude toward their firm and union. The employees

have expectations from both company personnel palicies and union policies.

The per onnel policies provide expectations basically derived from the
charact:ristics of the employment system, i.e., promotions and pay increases.
The union policies provide expectations of protection against arbitrary {reat-
ment from management.

Communication and information sharing are key ingredients in the labor-
manacement relationship. To facilitate communication and understanding the
labo: -management joint consultation system has been established in most enter-
pric:s. This system allows the two parties to discuss rroblems related to
managemant and production not suitable for collective bargaining. It is also
a vehicle for preliminary talks prior to collective bargaining even on issues
connectad with working condition. At the enterprise level, labor and
mangement Juint consultation machinery 1s clearly distinguished from
collective bargain-
ing.

&L the industry level, the system of labor-mangement consultation has been
established 1n many industries between union federations and corresponding

emplc zr organizations. The system provides a forum t. promote better
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communication and mutual understanding regarding industry problems and trends.
Working conditions are seldom dealt with.
The Japanese labor force 1s unionized to the same extent as in the

38
West. However, the role of labor unions that provides the stability in

labor relations in Japan, must be seen as a source of competitive advantage of
Japanese firms 1n world competition. It makes possible flexible use of the
labor force and rapid introduction of new technology. The principle factors
which allow these conditions to occur ares (a) Unions do not get involved
with job content or work speeds and (b) union-company relations reduce

frequancy and severity of strikes.

Training/Retraining

As indicated 1n the introductory portion of this report, an already
existing shortage of skilled labor, which 1s projected to continue to growy is
at the heart of much concern for United States industrial mobilization

planners. Since the ultimate solution to a skilled worker problem must begin
with training more workerss a look at the current record of worker training in

the aerospace i1ndustry is a must.
The dearth of current supply can be traced {o the retirement of many
workers who were hired and trained during World War II as described in Chapter

II.

‘A sad commentary on the current situation 1s that . . . in a few indus-
tries structural unempleyment~-a persistent mismatch between jaob vacancies
and unemployment 15 0 evident. Neither the public school ner the
vocational sducational system seems to have adequately prepared the
available warkers for skilled work 1n the aerospace industry. For
whatever -2asonsy firms w2re extremely tardy 1n bringing the problem to

34
national attention.®
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But the problem runs even deeper. There is no clear cut line of responsi-
bility or single agency of interest for the training problem. For instance,

labor has a role. As an item of collective bargaining, 8,000 hour training

programs are jealously guarded and modified for the majority of the skilled
trades (provided, of course, those skills are organized under the trade

37
union). However, unions do not hire people and do not participate in the

cost of training, so industry management plavs the bigger role. Management,
however, feels even if they have a perfect forecast of industry demands they
cannot assure a sufficient trained labor supply. Their problems stem largely
from the fact that running more than a four-year apprenticeship program aimed
at short term needs is expensive, in an industry where long-range performance
1s currently at best, an educated guess: ‘"Industrial firms are reluctant to
invest in training because of the threat of either active or passive pirating.
By its very nature, basic skill training is transferable to other firms (and
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other industries)." Add to this such problems as lack of readilyd”

available, trainable workers due to geographical mismatches of population and
ineffective public school pre-training preparation and clearly the problem is
probably too large for the industry to handle alone. This is particularly
true now, since a depressed aerospace industry has wmade skilled workers
available in iarge numbers, tending to once again take the pressure off a
serinoug long-term problem.

The third element of the training equation is the role of govermment.
While in American industry the most direct training roles are played by
industry management and labor, the underlying role of governwent is undeni-

able. The range and quality of basic education through the government
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run school systems is the foundation of trainability for workers in any

1industry. At present, the quality of that role is severely under fire

nation-wide.

"Commenting on the crucial aspects of government training roles in the
Hartford; Connecticut area industry managers recently stated they do not
perceive the unemployment workforce as 'ready' for skill training and
philosophically guestion whether it is the proper role of the employer to

39
offer remedial education in math and English.”

foing back to 1941, government has recently increased its attempts to take
A more direct role in the octupational training/re-training task, normally

performed by industry or educationy by sponsoring limited vocational training

programs.

"It 15 clear that the brunt of the retraining job must fall upon the

government. President Kennedy has asked the Congress for the authority

and the appropriations to assume this responsibility; and the committees |

in both houses have now reported out favorably the Manpower Development
40

and Training Rct of 1961."

However, despite this and several other attempts, with the recent demise of
CETA, 1t must he concluded that if not in direction, than in execution, the
gevernment's role 1n vocational training in support of industry was either

mismanaged or misdirected and had done little to alleviate skilled worker

shortages.

“that is abundantly clear 15 that a severe mismatch exist between the
short run demand for skilled workers and the supply of already trained
craftsman and journeymen. Apprenticeship programs, and perhaps remedial
education programs to ready workers were needed in the 1970's . . . .
Neither the (aerospace) industry nor the government met the challenge.
The cnly major observable response has been the industry's attempt to
circumvent the skill shortage by relying on more sophisticated capital
equipment and altering th=s occupational shift from the utilization of blue
collar workers to a greater reliance on overhead employees . . . . This
trend has obvious implications for the entire American labor force, not
41
anly for the aerospace industry.”
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On the other side of the equation, Japanese emplovers are generally very
sensitive to recruiting, training and preserving a work force responsive to
the present and future company needs. A fact which 1llugtrates the importance
of training to a Japanese emplover is that often in recruiting employees, more
emphasis is placed on trainability of the employee than experience. From a
society context, there is governmental legislation which places primary
responsibility on employers for providing adequate training opportunities to
their employees. Training opportunities can be found in éompany programs,
public vocational training centers and vocational education programs which are
a part of the school system.

Japanese training can be categorized into two basic classes-—vocational
and i1ndustry. The fundamental principles and standards whi:i.n govern
vocational training are layed out in a National Vocational Training Law. This
law ensures training opportunities are available to meet the needs of the
worker and the employment market. The law also aims at establishing a system
by which occupational capabilities of workers may be evaluated and socially
acknowledged. In Jaman, the Minister of Labor assumes overall responsibility
for vocational training. This function also formulates a long-term national
plan for vocational testing. The plan's primary purpose i3 to specify the
trends 11 demand and supply of skilled workers and provide the target for
vocational training. VYocational training is identified by three types:

Initial training
Upgrade training
fccupationai capacity redevelopment training
There are statutory standards spacifying the curricula. duration of training,

faci1lities and equipment. The governmment also provides various types of




financial assistance to workers and subsidies to employers to facilitate
training opportunities.

As indicated previously, industry/company training is very sensitive with
Japanese employers. This probably is an indication of why most firms develop
their own strategyy plans and programs for training. According to a Ministry
of Labor study in 1981, 87 percent of firms with 100-500 employees, 98 percent
of firms with 1,000-5,000 employees and all firms employing over 5,000

43
employees have training programs. Japanese firms structure training

programs both to develop the breath and level of a worker's skill and to
1ncrease the worker's knowledge and awareness of the company. An 1nitial
training period for regular workers includes an intensive introduction to the
company's orzanization, product lines, production, technology and nature of
competition. Further follow-on training is provided through systematic
rotation of workers among a wide variety of jobs within the company. The
amount and type of traiming given to workers depends upon the erpected tenure
of the worker with the company. Regular employees enjov better training
opportunities than temporary employees or "mid-~career" hires. Company
training can be categorized as basically on-the-job training, off-the-job
training (eirther in-company or external) and training derived from an
atmosphere which 1s conducive to self-development.

The Japanese labor unions foster a very cooperative envionment for company
training programs. An obvious reason for this attitude is that training 1s an
integral part of the Japanese lifetime employment. Another reason 1s that
ynions are not normally involved with job control or work rate. A third

reason 1ar a cooperative attitude 1s that a flexible, well trained company
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workforce 1s advantageous to union activities. Employment readjustments are

made easier, new technological introductions are easier, and productivity

levels are =asier to raise. The nnly way unions can increase benafits for

their members is if the company profits and market share grows, as a result of

a skilled labor forco.

Productivity of Labor i

No dis ussion of labor in any United States industry could be complete
without ¢ look at rroductivity. Since this report concerns itself with
relative merits of American and Japanese industiries, a look at the aggregate
merits of each among other nations is a good place to start. (See Figure
3-7) While any number of productivity breakdowns and data displays could be
used to further amplify the problem, it suffices to say that worker producti-
vity growth has been slowing in the United States aerospace industry since
1971 and now very clearly lags that of several industrial nations.

While labor costs are frequently a convenient target for explainming
productivity problems, the relative compensation discussed earlier in Figure
3-4 clearly shows that several countries with labor costs higher than the
United States also have better productivity. "Although aircraft employers may

find cther problems with 1t, the United States workforce has definitely not

43
priced itself cut of the market."

We earlier made references to the tendency in the United States aerospace
industry especially the engine producers, to retain higher paid white collar
employeec :nstead of hiring and training bluw collar technicians during

periods ¢t industry decline. Undoubtedly, such actions have had an impact on
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cost and productivity and deserve more analysis than seems to be available. A
steady decline in the ratio of production workers to total workers is clearly
avident i1n Figure 3-8.

Not considered a part of this study are factors such as capital investment
1n machinery, facilities, research and production methods, all of which also
play a key role 1n long term productivity growth, and each of which is worth
analysis 1n at least as much depth as is traditionally given tg the cosi of
labor. AR quick overview of the decline in capital expenditures for the period
1960-19746 versus the value of the product and the size of the production work-
force is shown in Figuyre 3-9.

The bottom line of this short productivity growth discussion of the United
States acrospace industry is that the drastic drop in expenditures through the
1970s 15 probably more of a negative factor than any change in worker
attitudes or practices can hope to counterbalance. However, that does not
imply there 1s no room for improvement in labur practices that have changed
little since World War II in the face of rapid technological change in manu-
facturing techniques. And it is in this vain that we need to examine the
productivity increases in the Japanese labor market. ?rouﬂ‘“\

The subject of higher Japanese rates of productivity_versus those of

N
United States 1s a much discussed topic. The reasons often given for Japan's
growi‘\
higher productlvityhgre differences in management philosophy, ditferences in
company financingy Japan's basic full employment economy and labor force
(employee) attitudes. In this section, only employee attitudes which con-

tribute to productivity will be addressed. No attempt will be made to

juantify any productivity aifferences.
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EMPLOYMENT IN THE U.S. AIRCRAFT AND PARTS INDUSTRY, 1960-1980

Figure: 3-8
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Japanese workers readily raecognize that "the improvement of product.: vy
is the key to survival for their company in the tense competition of domestic

45
and international markets." To the workers, the company is the source of

wages, bonuses, retirement allowances and various welfare measures. To get
increases 1n the above, the company must grow and profit. Workers realize
that a rise in productivity is one way a company can increase profits and sub-
sequently i1ncrease compensations and allowances.

As previously mentioned, the Japanese worker views his employment as being
a part of an enterprise family. He takes pride in being a member of a company
and having his name associated with that company. He subordinates his family
and leisure activities to thase which benefit the company, Ha respects the
supervisor/subordinate social norm in his company. He also likes to be a part
of a team or group effort, within a defined sphere and with a defined goal.
From the above description, 1t can be seen that a Japanese worker makes a
commitment to the company which helps to foster a productive labor force.

Besides individual commitments to enhance productivity, employees group

44
together 1n the workplace to form "autonomous small ¢roup activities."

Examples of these group activities are Quality Contrc. Circles, Zero Defect

Movement Effuct, Management by Obgjectives and Industiial Engineering Group

47
efforts. Their objectives are all related to enhanced productivity. They

are cuch tnings as reducing cost, improving quality, meeting time schedules
and improving work methods. These small group activities associated with
quality control and productivity imp ovements did not e(iglnate in Japan, but
were actually imported from the United States. Mr. Hajime Karatsu, an

oxecutive director of Matsushita Communications Industrial Corporation,

e
ro




described what has happened: "The quality contrgl and productivity improve-
ment methods that uc imported from America after the war have proven
effective. However, the Americans have been less diligent in applying and

48
developing them."

R T

Role of Government

We have discussed the role of government in specific areas related to
aerostace labor, such as training. However, it is essential that we also
consider the role of government in the broader context of its total role in :
E § the azrospace industry.

Essentialiy the roles of government which effect labor in the aerospace

R

industry are two-fold. The first is the role of regulator, which is carried
out through a long history of labor laws. The second is the role of primary .

customer, through wtich the govermment tends to play a large, though more

subtle, role in every facet of the aerospace industry.
In its role as regulator, the government actually forms the third leg of

the adversarial triangle that is the aeraspace industry. We had earlier dis-

cussed the somewhat strained relations between management and labor. Even a

i cursory look at government regulation of aerospace management, via the seeming-
ly endless volumes of procurement laws and regulations, and of labos, via an

f equally comprehensive set of labor laws, leaves little doubt that government

plays a large and often unwelcome role in the regulation of the aerospace

industry.

(3]
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The real paradox of this situation, however, lies in the fact that while
govermment wields a heavy hand 1n regulating aerospace, the degree of market
sheltering and government support for the aircraft industry' is unique in the
fmerican economy . . . where nearly half of all sales are still made to the

49
United States Government.

The net effect of this situation is that the government, who dominate: the
industry through regulation and volume of purchase, is in the enviable
position of bearing no real responsibility for how the industry fares. It
takes no part in planning the expansion or contractions of the industry. As
with any other industry, govermment reacts after the fact to relieve the
financial suffering of labor following an economic downswing, but has never
wanted to. or been able to, work ahead to prevent the major labor adjustments
which plague both ends of each economic cycle.

Of particular interest, neither labor or management is too enthralled by
any nrospegt for a major change, resulting in a more active role for govern-
ment. While they mutually agree that some department of administrative
government needs to take a leading role in training unskilled workers, they
are at a loss to see where any single department has the influence or ability
to play an effective role in industrial planning. While State and Defense
might have the influence to do 1t, 1t is justly not in their charter. Depart-
ments such as Labor and Commerce, who might conceivably have the interest, are
apparaently without the influence to play a more significant role in any type

of industry/labor planning and adjustment.
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The bottom line is that without some element of strong, centralized govern-
ment coordination, if no planning, for the aerospace industry, its past role
of regulator and chief customer are likely to remain unchanged for some time

to come.
‘Whether famine follows the current fronty as has been the tradition in
the industry, depends on whether the private sector, working with an
enlightened governmment, can find the secret to smoothing out the aerospace .
50
cycle « « . “.
s for Japany in the eyes of many outsiders, the popular conception is

“Japan Incorporated,” a superstate built around a web of institutional

51
connections. The overtone of what is meant by institutional connections

actually refers to a close business-government dialogue or conspiracy against
foreigners. GContrary to this belief, it is characteristic of Japanese society
to have excellent and effective public and private sector interaction. .
Channels of communication exist for interaction among officials of ministries
and business groups. One important business group is the Federation of
Employers Association (Nikkeisen) which deals with labor-managementi issues,
including such topics as productivity, industry mobilization and technological
change. At a government level, the most important, the Ministry of Inter-
national Trade and Industry (MITI) 1s structured according to the main industry
sectors. It is no secret that the Japanese govermment and business are
working hard on industrial planning to raise the nation’s technoliogical base

g2
and restructure industry around higher added-value products. The MITI has

clearly labeled the aerospace industry as one of the three main pillars of ‘he

83
nation's future economic growth. Evidence to support this exist in govern—

ment subsidies provided for skilled workers and sopbisticated equipment to

55
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54
produce major portions of the Boeing 747 aircraft. The remainder of this

section w111 specifically address the Japanese Govermment's role in labor

policies and development.

At t'e national level, the highest echelon of the joint labor-management
consulta<ion system are enterprise and industry is the Triparte Joint
Consultation System. This council consists of the highest levels of govern-
ment, labor and management. Their purpose 1s to discuss socioeconomic
problems cancerned with declining economic growth, i1ncreasing unemployment and
increasing inflation. They also address labor problems resulting from the
need to modify industry structure, aging labor force and trends toward higher
educational levels among workers. The focus of this Triparte council is for
all parties to gain a mutual understanding which will promote public consensus
regarding policymaking decisions.

The \ole of govermment in labor policies is to promote full employment and
encourage companies to maintain employment in economic recessionary
conditions. This role is carried out through government sponsored employment
plans and employment agencies.

Taere are two types of employment plans: (1) The basic Emplovment Measure
Plan formulated under the Employment Measures Law; and (2) Annual Employment

55
Plan which 1s an implementation plan. The aim of the Fourth Basic Employ-

ment Measure Plan approved by the Cabinet Meeting in August 1979 was tc
provide the basic future direction of employment for the seven-year period

564
from 1979 to 1985. Generally, 1t deals with the problem of maintaining

full employment and preparing for an aging society. More specifically. 1t

alzo addresses changes in labor supply, changes in industrial structures and
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replenishment of vocational training systems. The Annual Employment Plan is
administered by an Employment Security Administration. The plan contains
active administrative guidance, such as spreading the practice through the
industries of increasing mandatory retirement age to 60 vears of age by fiscal
year 1985,

The Employment Security Administration is comprisad of three elements:
(1) In the Ministry of Labor, the Employment Security Bureaus (2) On a°
regional basis, The Employment Security Sectiony and (3) the Public Employment

57
Security Office. The Employment Security Bureau 1s the supreme organ

responsible for employment security administration, It forms the basic Employ-
ment Measures Plan which plans for employment promotion of older employees,
provides for unemployment relief measures and plans for employment exchange
and adjustments. At the regional or state level, the Employment Security
Section collaborates with other government agencies in order to attain the
goal of employment stabilization. The Public Employment Security Office, at
the local level, is respansible for administering such things as employment
exchange system, supply of employment irnformatian and guidance and assistance
to job offerers.

In addition to the employment plans ind agencies, the Japanese government
1s involved 1n two other programs to promote employment stabilization. One

58
involves the sponsoring of an Employment Insurance System. The other

59
program deals with an Employment Stabilization Fund. The basic intent of

the Employment Insurance is to grant necessary benefits to workers when
unempioyed and to facilitate their job-seeking activities. The Employment

Stabilization Fund provides government subsidies to employers who must carry
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out employment adjustments in response to economic fluctuations or changes in
industry structure. If a company must temporarily shut down, the government

. &0
will pay from one-half to two-thirds of the off-duty allowance. If re-

training of 'the workforce becomes necessary, the government will again
subsidize from one-half to two—thirds of employee wages. plus provide a given

41
sum per worker as the training cost. Lastly, the government will even

subsidize employee transfers to related companies at the same rates as above.
Like the government role in employment policies, training, in either the
public or private sector, is also greatly influenced by government activities.

One govermment sponsored activity is an agency called Employment Promation

&2
Projects Corporation. This agency manages government projects called

human capabilities development and employment improvement. It also offers a .
variety of financial assistance to employees and employers in connection with
vocatiopal training. Finally it establishes and adminmisters vocational
lraining tnstitates of iz gwh.

The types of government assistar.e io workers and employers to facilitate
and encourage training opportunities are:

(1) Financial assistance to workers;

(2) Assistance and 1ncentives to emplovers;

(3) Incentive Grant for paid educational loansi and

%
(4) Vocational training assistance.

Financial assistance to workeirs comprise such things as interest-free .oans
and subsidies called "skill acquisition allowance." Assistance to =mplovers
consist of grants for public training and zubsidies for cost of i1nternal
training programs. Employers can also receive an inczntive grant for allowing

8
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special paid educational leave to employees.

consist of loans, tax privileges and subsidies to certain types of association

The last category of assistance

of emplovers and corporate bodies for vocational training facilities.
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CHAPTER IV
CONCLUSIONS AND RECOMMENDATIONS

Conclusions

The Japanese employment system as described in the previous chapter is a
statement of the ideal type. In practice, of course, there are exceptions to
each of its essential features. The pattern of employmen@ described has been
ar attempt to provide a general pattern characteristic of Japanese companies
who are a part of the aerospace industry.

In comparing the Japanese and United States aerospace industries, it must
be recognized that only gross comparisons can be made. This is because of
distinctly different characteristics in terms of industrial context, labor
market and internal crganizations of the two industrial systems as described
in Chapter III.

Recognizing the restraints outlined above, there appears to be three
general aspects of Japanese labor practices where lessons can be learned to
facilitate U.S5. labor mobilization efforts. These involve role of labor
unions in industrial relations, employee training and the role of govern-
ment planning.

The lesson to be derived fraom the role of Japanese labor gnions 1s that a
cooperative versus confrontation role pays dividends in terms of the labor-
management relations equation. The dividends are increased communications,
more information sharing and cooperative actions for the ultimate benefit of
the company. The n2t result is a company labar force which is concerned with

productivity, understands economic constraints facing the company, has a
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shared value in the company and in return expects and receives sense of

security. These labor force characteristics provide positive implications for

company long range planning. In a mobilization context, the Japanese labor
union's role, without government intervention, would more readily facilitate
labor skill readjustments, labor training and production planning.

In the labor training area, lessons can be derived from both company and

goverment roles. From a Japanese company aspeci, the training programs in

terms of breadth education and skill level, enhance human resources manage-

ment. They enjoy great flexibility and reduce costs of transferring workers
among jobs when adjustments are necessary. The bottom line is Japanese
warkers are uetiar prepared (o perform related jobs within a company day-to-
day or during the increased pace of a full mobilization. From the goverrment ;
aspect, the legislation planning and administration of vocational training
pragrams have been important factors which ensure trained labor is available .
for industry needs. Other govermment actions such as subsidies, grants and
financial assistance to both employers and employees are helpful in main-
taining trained labor poolcs while preserving a strong sense of stability in a
volatile industry.

The Japanese training practices in terms of government and company roles
could provide, in a mobilization envircmment, a more flexible and better
trained labor force, an increased training resource capacity and a hetter
awareness of potential labor shortages.

The role of the Japanese Government in labor and industrial planning is
very significant, In a J.panese social context, the goverrment is viewed as

being an indicpensable part of the planning role. Also significant is the
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communication sys'em established through the Joint Consultation System which
brings government, labor and management together. At the national level,
there is a forum to address industrial and labor planning issues. Alsoy at
the national level, there is a govermment department (Ministry of Inter—
national Trade and Industry) which deals with the unique aspects of industries
such as aerospace. Currently, there is no such department in the United
States Government to deal specifically with any industry. A lesson which

should have been learned from World War II is that a cooperative labor-~

threatening government role in the industry. A lesson which the Japanese
continue to illuctrate {5 that a cooperative relationship between government
and business (irrespective of subsidies) for industrial planning can raise a
nation's technological base and restructure industry to meet anticipated needs
without major confrontations or problems. This has important implications fo;
a nation or an industry which faces a full scale change in workload intensity
in the event of mobilization. A second lesson that can be derived from
Japanese industrial and labor planning is that the United States Government
does noi! have a mechanism to anticipate long-term problems of industries or to
prapare lator to make any neceswary adjustments. This mechanism would greatly
facilitate any potential mobilization planning for aerospace or any other U.S.
industry. Such a role performed as participating, rather than directing,
could, as i1n the case of Japan, become the key to enhanced peacetime operations

as well as the xey to smooth transition into a major mobilization.
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Recommendations

It is realized that the conclusions derived from the comparative review of
Japanese and United States labor policy and practices are very broad. It is
also realized ‘hat implementing any broad policy changes regaiiing labor, is
extremely difficult when extracting these pclicies from one unique industrial
context for infusion into another. However, during the course of researching
this paper, two areas that merit much deeper, specific detailed study have
becume apparant.

The first area involves labor training. A comprehensive review of govern-
ment legislation and administration of vocational training programs both
Japanesé and American may provide an insight intc how o make a national
system of fective for labor training. Coupled wi'h this effort, there should
be a detailed review of internal company traininy programs to determine what
specific changes can be made to improve flexibility for mobilization purposes;

The second area involves studying the role or the Ministry of Interpational
Trade and Industry (MITI) 1in terms of industrial planning for specific
industry sectors and the interface with specific industries, such as aerospace.
Learning how mechanisms function for industrial planning, anticipating
problems and suagesting labor resource allocations would have benefits for a
government such as ours which 1s void of such a function on any centralized

basis.
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