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Abstract

Migration scholars have frequently emphasized the tremendous increase in international
migration in recent years. But several advanced industrial countries — Japan in particular — have
relatively small numbers of foreign workers. Most of the literature on labor migration relates
only to “positive” cases, i.e., countries that have actually experienced significant inflows of
foreign workers. This paper proposes considering Japan as a “negative case” of labor migration
in the post-World War Il period. There has been much recent interest in the growing numbers of
foreign workers in Japan, but what is most interesting about Japan is the fact that the numbers are
relatively small (as a percentage of the labor force) and that they began to increase so late, in
comparison to other countries. The main goal of the paper is to advocate consideration of
negative cases in migration research; a proper theory of labor migration would distinguish

between positive and negative cases.



Introduction

One major goal of theory is to account for variation. Theoretical efforts concerning the
causes of international labor migration can do a better job of achieving that goal. Explaining
variation has to mean not only understanding why a particular phenomenon occurs in certain
times and places, but also understanding why that phenomenon does not appear in other times
and places. It would seem that several popular theories of labor migration engage only with the
first element of that formulation; in this respect they risk failing to distinguish between what |
will refer to as positive and negative cases of labor migration. It may be that existing theories
were constructed from consideration only of cases where labor migration has actually occurred.
Indeed, there is a widespread perception that migration is a universal feature of human history,
and that the incidence of migration is currently increasing rapidly. While this perception is true
and useful for some purposes, theoretical advances concerning labor migration may come from
taking a different perspective. In particular, this paper argues that migration scholars can benefit
from systematic investigation of instances where labor migration has not occurred in large
volume. Such instances are usefully conceived as negative cases, especially when existing theory
would lead us to expect that migration would have occurred in those instances. Studying
negative cases, then, can help advance theory, especially when accounting for variation is the
explicit goal (on the more general methodological point, see Moore 1966, Emigh 1997). This
paper does not itself offer a new theory; instead, it proposes asking a new type of question.

For such an argument to be meaningful, it has to be shown that significant negative cases
in fact exist. The fact that there is little if any labor migration to Egypt, for example, poses no

real challenge to existing theory, because such theories would not lead us to expect non-Egyptian



workers to seek work in Egypt. But there are several wealthier countries where the number of
foreign migrant workers is quite small, lower than we would reasonably expect on grounds of
existing theory. This paper argues that Japan’s experience, and in particular Japan in the late
1960s/early 1970s, is usefully conceived as a negative case of labor migration. The empirical
data presented here are intended to support this argument.

The most important observations to make about foreign workers in Japan are that, as a
percentage of the labor force, their numbers are small (relative to those in other countries) and
that the current flows began relatively late. Even if we include the non-citizen Korean
population, foreign labor in Japan constitutes less than 1.5 percent of the Japanese labor force.
When we compare Japan to Western European and other advanced countries, where the foreign
share of the labor force has at times exceeded ten percent (in the mini-states of Luxembourg and
Liechtenstein the figures exceed forty percent), what emerges is that Japan still stands out as a
minor user of foreign labor. Moreover, the current influx that has attracted so much attention
began only in the mid-1980s — long after Japan became an economic powerhouse with very high
growth rates and high standards of living. On these grounds, | offer the following assertion
(which 1 will defend further as the paper progresses): Japan in the post-World War 1l period has
not been a significant host country for foreign labor, and it does not belong in the same category
as other countries that have long used imported workers, such as Germany and France.!

International migration scholars are well aware that the number of foreign workers in
Japan is small. But even those who begin by noting this fact usually go on to ask and answer the
following question: why are there foreign workers in Japan? Given that the numbers in Japan

have been increasing, this approach is understandable: we want to understand an emerging trend.



It is, however, the wrong question, or at least not the most interesting one. The real question is,
why are the numbers so small, and why have they remained small for so long? This paper
addresses this question specifically in relation to Japan's experience of labor shortages from 1967
until 1974 (when the oil crisis and the world-wide recession dramatically reduced the demand for

labor), but many of the points | make are in principle applicable to later periods as well.

Japan in the Labor Migration Literature

The main empirical focus of this paper is Japan’s non-use of foreign labor under tight
labor market conditions in the late 1960s and early 1970s. Analysis of questions concerning
labor migration to Japan during this period is relatively scarce.” This lack of discussion quite
possibly derives from the fact that scholars are not accustomed to thinking about labor migration
in terms of negative cases; indeed, it takes a conceptual shift to begin asking questions
concerning something that did not happen (c.f. Hammar and Tamas 1997). The main goal of this
paper is to argue that explaining variation in migration outcomes requires us to do so.

Most scholars who have paid attention to this period tend to downplay its importance to
the question of foreign labor in Japan. Usually, the analysis points out that surplus Japanese rural
workers moved into the urban industrial sector, obviating any “need” to import labor (e.g. Lie
1997, Sellek and Weiner 1992, Sellek 1994, Cornelius 1994). Reubens (1981) also emphasizes
this point, though he discusses as well other factors that allowed Japan to refrain from importing
labor, such as the fact that low-level work is not stigmatized in Japan the way it is in most

Western countries. It is thus said to be easier to attract native workers to what in many other



societies would be considered undesirable work. The implication of this domestic labor reserve
thesis is that there was no real need for foreign labor at this time, and therefore that the question
of foreign labor is not worth pursuing further. Alternatively, Japan’s insular culture is said to
have inhibited the government from acceding to employers’ demands for imported labor (Martin
1991, Zolberg 1981, see also below).

Mori’s analysis (1997) is more detailed: in addition to discussing the central role of
domestic labor reserves, Mori presents data concerning wage differentials and labor shortages
according to firm size. He describes the increasing labor market mismatch caused by the
persistence of unattractive jobs in the face of increasing educational attainment. On balance,
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however, this analysis perhaps raises more questions than it answers: “...the existing labor force
was more fully employed in the 1960s and early 1970s. One should take note here that the use of
foreign labor emerged in response to the comparatively less tight labor market of the recent [late
1980s] expansion” (1997: 40). Mori does not sufficiently explore the implications of this
essential point, which is based on the fact that the “openings to applicants” ratio was higher in
the early 1970s than in the late 1980s (see below). The central thrust of the argument, however,
is the one introduced above: employers in the earlier period were able to find other solutions to
labor shortages (primarily drawing on rural Japanese workers), while more recently they have
had no choice but to turn to foreign labor because those reserves have been drawn down.

Again, however, the question of labor migration (or its absence) to Japan during this
period has received relatively little attention. Some of those who discuss the later entry of

foreign workers into Japan do not treat the earlier period at all (see e.g. Nagayama 1992, 1996,

Shimada 1994, Sassen 1993, Foote 1993, Okunishi 1996). Certain kinds of research concerning



labor migration to Japan may not require extensive historical background. But addressing the
theoretical question of what causes labor migration to a country such as Japan would seem to
necessitate serious engagement with the question of why Japan did not import workers in an
earlier period of tight labor markets.

While Japan’s experience with foreign labor was minimal prior to the 1973 recession,
more recently stocks of foreign workers have begun to increase. This increase has led some
observers to conclude that Japan can and should be analyzed in much the same terms as other
labor importing countries (e.g. Yamanaka 1993, 1994). Others have addressed both the recent
influx and the fact that the numbers remain small relative to many other countries (Mori 1997,
Mahmood 1996, Oka 1994, Shimada 1994). The particular explanations offered are not at issue
here: instead, what is relevant is the way the problem is conceptualized. While the main focus of
this paper is Japan’s earlier engagement with the question of foreign labor, it would seem that
even in the recent period the notion of negative cases is useful for analyzing Japan. Given that
foreign workers currently constitute between approximately 1.2% of the Japanese labor force, the
tremendous attention this influx has received seems a bit out of proportion. Even sophisticated
treatments of the topic sometimes use exaggerated language: Mori speaks of their numbers
having “increased dramatically” (1997: x1), Iguchi refers to “an enormous influx of foreign
labor” (1998: 300), and Komai describes the introduction of the trainee system as “epoch-
making” insofar as it opened the door for the “large-scale employment” of foreign labor (1995:
47-48). This type of description is consistent with a more general assumption that what needs
explaining is the presence and mode of insertion of foreign labor in Japan. Such analyses are

valuable on their own terms. But understanding Japan’s implications for theories of labor



migration requires first asking: what is this phenomenon a case of? In other words, what do we
“see” when we look at foreign labor in Japan? Even in the more recent period, then, it may be
more useful to “see” only a rather insignificant influx of foreign workers, or what I am calling a
negative case.

Concerning the more recent period, however, these are merely tentative suggestions. The
focus of this paper is Japan’s attempt to grapple with the issue of foreign labor in the late 1960s

and early 1970s. The next section begins our empirical discussion of this earlier period.

Before the Oil Shock - Was Japan Different?

The question of Japan's limited use of foreign labor becomes especially compelling when
we focus on one of Japan's most extraordinary periods of high growth rates, i.e., the late 1960s
and early 1970s (the so-called Izanagi boom). This was the period in which significant labor
shortages first became apparent. It was also perhaps the first time in the post-war period in
which the Japanese government considered, but mostly rejected, the idea of importing labor from
abroad (Evans 1971, Utsumi 1988, Sellek 1994). This period seemed to combine the elements
that had led other countries to turn to imported labor to resolve shortages. Japan in the pre-oil-
shock years, then, might stand as a major anomaly relative to the tendency in many advanced
industrial countries to import foreign labor. The proportion of foreign labor in the Japanese labor
force remained well below one percent, while in many other industrial countries the percentage
rose to a much higher level (see Table 1). Moreover, most foreign workers in Japan were long-

term Korean residents who had entered the country prior to World War Two. They have long



held jobs with lower status and lower pay, and this fact is no doubt related to social
discrimination as well as to their distinct legal status as noncitizens: they were not eligible to
work as civil servants and were long barred from professions such as teaching, for example
(Hicks 1997). On the other hand, they were never "temporary" guestworkers of the classical
European type.

But was Japan in the 1960s and 1970s really in the same situation as other industrial
countries? Again, many analysts of this period (e.g. Reubens 1981, Sellek 1992, Boltho 1975,
Nakamura 1991, Galenson and Odaka 1976) point out that one of the reasons Japan did not
import workers was that it had another alternative: Japanese workers from rural areas. Perhaps a
country that could draw on its own citizens for labor cannot really be said to have experienced a
labor shortage. In addition, perhaps Japan was quite different from other countries in other
respects as well, e.g. economic growth rates, unemployment rates, inflation rates, etc. — all of
which could have helped determine whether Japan “really needed” foreign labor. We need to
consider these issues seriously before designating pre-oil-shock Japan as an anomaly concerning
foreign labor. In this section | therefore present and analyze data to highlight the similarities and
contrasts between Japan and some other advanced industrial countries, especially regarding the
labor force.

From Table 2, we see that Japan indeed had a substantially higher proportion of its labor
force employed in agriculture in 1960, around the time when some European countries began
importing labor. For any given year through 1970, Japan's proportion in agriculture was more

than twice that of Germany, for instance.



Table 1: % Foreign Workers in Labor Force

Japan  W. Germany France  Sweden

1960 0.3 1.5° 4.9° 3.3¢
1964 0.3 4.4 6.2¢ 4.2¢
1969 0.3 7.3 6.1° 5.6°
1974 0.3? 8.2 7.1° 4.9
1979 0.3 7.6 6.2 5.2
1984 0.3 6.5 6.9 5.0
1988 0.8° 6.6 6.3 5.0
1992 1.2° 6.1 6.0 5.3

Computed from the following sources: The denominator (total labor force) is from OECD
Economic Outlook; the numerator (foreign workers) is from OECD-SOPEMI, unless
otherwise noted: *Japan Ministry of Justice Study Group on Immigration Statistics 1990;
®Herbert 1990; °Bohning 1984; “Descloitres 1967; *Mori 1997 and Japan Ministry of
Justice Study Group on Immigration Statistics 1990.

Table 2: % of Labor Force in Agriculture

Japan France Germany  Sweden

1960 29.7 22.1 13.8

1961 28.6 214 13.0

1965 23.3 17.5 10.8 11.2
1969 18.6 14.8 9.2 8.4
1970 17.2 14.0 8.6 8.0
1975 12.4 9.9 6.6 6.3
1980 10.2 8.1 51 55
1985 8.5 6.8 4.2 4.7
1990 7.1 5.2 3.3 3.4

Source: OECD Labor Force Statistics

However, we should not compare Japan to other countries in the same years: other
countries experienced labor shortages in earlier years and thus had to confront problems of labor
supply earlier. West Germany and France started importing workers in the 1950s. By 1961,

West Germany had signed recruitment agreements with Italy, Spain, Greece and Turkey, and the



inflow of labor had begun in earnest. France had signed recruitment agreements even earlier.
Japanese employers began to complain of sustained labor shortages only in the late 1960s. The
proper comparison, then, is between Japan in the late 1960s and France and Germany in the
early 1960s.

The proportion of the Japanese labor force employed in agriculture in 1969 (18.6%) is
indeed higher — though not outrageously — than the comparable figure for West Germany in 1961
(13%), but it is lower than the French figure for 1961 (21.4%) (Table 2). In other words, the
“reserves” of French workers employed in agriculture were proportionately greater than those of
Japan, at the time each country confronted the problem of insufficient labor supply — but this fact
did not keep the French government from sanctioning the recruitment of foreign workers. The
fact that Japan could draw on reserves from agriculture was without question one of the factors
that enabled the country to avoid importing labor. But the mere availability of surplus
agricultural workers does not explain why Japan actually adopted this particular solution for
alleviating labor shortages.

It may be, however, that Japan had other reserves of labor as well, so that it was not as
difficult to tap other domestic supplies of labor as in other countries; in this case the question of
foreign labor would not have been as relevant to Japan at this time. Possible candidates might
include women not in the labor force, men not in the labor force, and unemployed persons. The
data, however, show that Japan had fewer such persons to draw on than other countries. Overall
labor force participation rates (Table 3) were higher in Japan in 1969 (65.6%) than in France
(55.7%) or West Germany (60.1%) in 1961 — in the case of France, significantly higher. Female

labor force participation rates (Table 4) as well were much higher in Japan than in other
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countries: 50.1% in Japan vs. 41.5% in West Germany (again, 1969 vs. 1961). (If data were
available for France in the early 1960s, they would likely show an even greater difference, by
extrapolation.) Japanese female labor force participation rates were even higher than those for
Sweden throughout the 1960s, though the Swedish rate surpassed the Japanese rate in 1971.
Unemployment rates (Table 5) for all countries in the 1960s reveal that there were very few
people looking for work who did not find it: Japan's rate was only marginally higher than West
Germany’s throughout this period. On these measures, then, France, West Germany, and
Sweden had more candidates in the domestic population for activation into the labor force than

Japan — yet the former countries turned to foreign labor while Japan did not.

Table 3: Total Labor Force Participation (%)

Japan France Germany  Sweden

1960 69.2 56.3 60.1

1961 69.1 55.7 60.1

1965 65.8 54.6 58.5 61.2
1969 65.6 54.1 65.6 61.2
1970 65.3 54.3 56.5 61.5
1975 63.1 54.3 54.9 63.6
1980 63.3 54.5 54.4 64.6
1985 63.0 53.6 54.8 64.7
1990 63.3 53.6 55.7 64.5

Source: OECD Labor Force Statistics
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Table 4: Female Labor Force Participation (%)

Japan France Germany  Sweden

1960 54.5 41.8

1961 54.3 41.5

1965 50.7 40.4 447
1969 50.1 37.1 38.7 47.0
1970 49.8 37.6 38.7 48.1
1975 45.8 40.3 39.8 53.3
1980 47.6 42.9 40.7 57.4
1985 48.7 441 41.4 59.7
1990 50.1 45.7 443 60.5

Source: OECD Labor Force Statistics

Table 5: Unemployment (%)

Japan France Germany  Sweden

1960 1.7 1.3 1.0

1961 1.4 1.1 0.7

1965 1.2 1.4 0.6 1.2
1969 1.1 1.7 0.7 1.9
1970 1.1 1.7 0.6 1.5
1975 1.9 4.1 4.0 1.6
1980 2.0 6.2 3.2 2.0
1985 2.6 10.5 8.2 2.8
1990 2.1 9.1 6.3 1.7

Source: OECD Labor Force Statistics

There is of course a difference between transferring labor from one economic sector to
another and pulling inactive people into the labor force. The former are already active, while
many of the latter are probably inactive for a reason and might well resist efforts to mobilize
them. One of the most common ways of explaining the labor migration “problem” is to point out
that there are jobs citizens are simply unwilling to do: citizens and foreign workers are said to be

complementary, not competitive. But while it may seem unlikely that non-participating citizen
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women (for example) are good potential substitutes for foreign workers, the Swedish government
in the late 1960s deliberately tried to decrease the need for foreign labor by encouraging more
women to enter the labor force. “Encouragement” meant not exhortation but policy changes,
including expanded community provision of child care and tax policy changes that penalized
single-earner households (Cook 1978). The West German government, on the other hand, chose
a different path: supporting “traditional family” roles for women and refraining from policies that
would have facilitated working on the part of mothers (Kamerman 1979). The share of
foreigners in the West German labor force rose to a rather higher level than in the Swedish labor
force (9.8% in 1973 for Germany, 5.7% in 1976 for Sweden - see Table 1). Female labor force
participation was certainly not the only factor accounting for the difference, but it seems unlikely
that raising participation rates (in West Germany, for example) would have had no effect
whatsoever on the demand for foreign labor. Japan arguably had fewer possibilities for this
option, given that its female (and overall) participation rates were already higher than those of the
other countries described here.

Another potential way to intensify the use of Japanese labor was to draw on the very large
self-employed population: Galenson and Odaka (1976) note that the proportion of wage and
salaried workers was much lower in Japan than in many western European countries. This point
leads to a further discussion of the fact that France imported labor despite the fact that there were
very large numbers of agricultural workers that might have substituted for foreigners. The reason
this potential was not exploited to any great extent was that the French government had a long-
standing policy of supporting the agricultural sector, with an explicit view to keeping peasant

agriculture viable in the face of strong competitive pressures from other countries. (Japan and
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France are rather similar in this respect.) The same point holds with regard to small business in
Japan (as well as to the low rate of female labor force participation in Germany): there are very
large numbers of self-employed workers in Japan in large part because government policies
create the conditions for them to survive, to a degree that does not characterize other advanced
industrial countries. In other words, the Japanese government made it possible for many self-
employed workers to refrain from engaging in wage labor, a point illustrated by the fact that the
self-employed population is still quite large relative to other advanced capitalist countries. In
both countries, there is a politics of labor supply that helps determine to what extent workers will
move into urban wage labor when demand for such labor increases.

In many of the discussions concerning labor shortages in Japan, the basic argument is that
there were labor reserves sufficient to meet the demand, at least in the long run. | have not tried
to argue here that there were not reserves. Rather, | have defended two points: First, the reserves
were not obviously of a different order of magnitude from those of other countries that did
import labor. And secondly, and partly as a consequence, the availability of labor reserves
among the domestic population does not suffice to explain why they were in fact used. When
analysts of Japan claim that the reason Japan did not import labor is that the country had labor
reserves, they are implicitly claiming that there is a “tipping point” of some sort: when labor
reserves “run out”, a country needs foreign labor, and Japan still had not reached that point in this
period. I do not argue in this section that such an argument merely puts the “tipping point” in the
wrong quantitative place; instead, | have presented data to show that the concept itself is
problematic as an explanation for the absence of labor migration (and, therefore, for the presence

of foreign workers in other countries as well).
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Another potential objection to the argument that Japan was in a situation substantially
similar to that of other countries experiencing labor shortages might be that the Japanese
economy was less developed and therefore had less of a “structural” need for foreign labor.
Again, however, the (admittedly crude) data do not support this objection. In constant terms
(1990 prices, 1990 exchange rates), the Japanese per capita GDP in 1969 was higher than the
French or German figures for 1961: US$11,135 vs. US$9,165 and US$9,248. In addition,
economic growth rates, expressed as increases in per capita GDP (Table 6), show that the
Japanese economy was expanding substantially faster than the other economies, perhaps
indicating that the Japanese demand for labor was expanding faster as well.

Table 6: Percent Increase, per capita gross domestic product

(annual averages)

Japan France  Germany Sweden

1960-64 4.5
1965-69 10.3 3.5 4.5 3.3
1970-74 3.0 1.9 2.6 2.2
1975-79 3.6 3.4 2.7 1.1
1980-84 3.2 2.1 1.0 1.6
1985-89 4.2 2.5 2.5 1.8

Source: Statistics OECD

In sum, then, if we compare Japan to other countries for the relevant years, we see that:
the Japanese economy was growing more rapidly and was at a level of development comparable
to other, labor importing countries; the proportion of Japanese workers employed in agriculture
was well within the range of other countries; and labor force participation, both overall and

female, was higher than that of other countries that had already imported significant numbers of
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foreign workers. Thus the argument that Japan refrained from bringing labor from abroad
because it had domestic labor reserves is at best incomplete and at worst does not stand up at all
to comparative investigation. Japan did resolve labor shortages in this period partly by drawing
on reserves of labor; but given that other countries might have done the same but did not, the real
issue then becomes explaining why and how Japan followed this path. On these grounds Japan
stands as a significant anomaly, having avoided importing labor through the high growth years of
the late 1960s and early 1970s despite labor shortages that were arguably at least as severe as
those experienced earlier by labor-importing countries. Japan is thus usefully conceived as a

negative case of labor migration.

Official and Private Perceptions of the Problem

Even though Japan did have a sizable agricultural labor force that would eventually be
transferred to other sectors, this transition took place too slowly to satisfy the needs of many
employers, partly because many of those working in agriculture were rather older and not
inclined to take urban jobs (Dore 1986). There was a prolonged period in which the available
labor force was simply insufficient to meet demand. The active openings-to-applicants ratio was
quite high for a number of years and in fact was higher during this period than in the late 1980s,
when the number of foreign workers in Japan started to increase significantly (Table 7).
Analyses of Japan in the early 1970s (e.g. Reubens 1981, Mori 1997) usually read as if the labor
shortage were a single event that was resolved with a single-stroke solution: Japan had a labor
shortage during a boom period, but this shortage was solved through recourse to labor from

agricultural reserves. In fact, however, this was a prolonged period of economic difficulty for
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many individual employers, regardless of the fact that the economy as a whole was growing

quickly.

Table 7: Openings-to-Applicants ratio

1971 1.19 1979  0.82 1987 0.80
1972 157 1980 0.77 1988 1.16
1973  2.26 1981 0.72 1989 1.39
1974 114 1982  0.59 1990 1.51
1975  0.65 1983 0.61 1991 1.41
1976  0.72 1984  0.66 1992 1.02
1977  0.57 1985 0.67 1993 0.70
1978 0.63 1986 0.61 1994 0.66

Source: Japan Statistical Yearbook

Official and private publications from the period abound with references to “severe” and
“critical” labor shortages. In the latter half of 1967 wages began rising at a faster rate than
productivity (Labor Ministry White Paper, 1970-71). According to a 1969 Labor Ministry report,
ten percent of firms surveyed reported that they had had to idle part of their production facilities
because they could not get enough workers (Oriental Economist, May 1969). Fifty percent of
firms surveyed predicted they would not be able to get enough suitable labor in the future, and
another 38% said they would get enough labor only if they were not choosy about whom they
got. Another Ministry survey later that year revealed that 80% of manufacturing enterprises
reported they were unable to proceed with planned expansions simply because they could not get
enough labor (Oriental Economist, August 1969).

The problems became more severe in subsequent years: a Labor Ministry White Paper

from 1971-72 reported that openings for skilled workers were being filled at a rate of 19.8% and
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that the absolute number of openings was close to 2 million. Forecasts for later years were
pessimistic: the Labor Ministry projected that if economic growth were to continue at an annual
rate of 10% from 1970-1975, the shortfall of workers would reach 4.1 million (relative to a labor
force of around 50 million (Labor White Paper 1972-73). In other words, it was not possible for
the economy to continue to grow at such a rate, given population and labor force constraints.
The government explicitly recognized that labor shortages would become a serious constraint on
future economic growth (e.g. MITI White Paper on International Trade, 1970).
There was, at least in some parts of the government, a remarkable willingness to adjust
growth rate expectations downwards because of labor supply constraints.
The [Economic and Social Development Plan, adopted March 1967, for fiscal

years 1967-71] set the growth rate at about 8 per cent per annum.... The

establishment of this comparatively low growth rate was due to the expectation that

the labor market, particularly that for young labor, would become smaller. (Miyazaki

1970: 377)
As Miyazaki notes, Japanese economic plans have tended to underestimate real growth potential:
actual growth consistently exceeded estimates in the plans. Still, the fact that the government
was willing to allow perceived labor shortages to dictate reduced prospects for economic growth
stands in marked contrast to the path followed by many European countries — where growth was
maintained in part by importing large amounts of labor.

From one angle, perceptions of this sort mattered more than reality itself: following W.I.

Thomas, we should consider that to the extent the labor shortage was perceived as real by

important interest groups, then that perception was real in its consequences. The importance of

Japan's labor reserves was diminished by the widely held notion that such workers were not in
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fact available or were unsuitable, whether because of age, gender, training, or location. Japanese
employers resisted the ideas of extending the retirement age, retraining older workers, and
employing more middle-aged women. They expressed preferences for different solutions, based
on the reality they saw.

What many employers in fact wanted was that the government would allow them to
import workers from abroad. The phenomenon of bringing in workers under the guise of
“trainees” began during this period (Ochiai 1974), and the Labor Ministry announced plans to
create an official program along these lines (though involving a mere 5000 workers), with the
explicit acknowledgment that doing so would also help alleviate labor shortages (Far Eastern
Economic Review, 3 October 1970). The Japanese Chamber of Commerce and Industry (repre-
senting small and medium-sized businesses) adopted a resolution in 1970 urging the government
to explore the option of importing labor. Many businesses and business associations, concerned
about the shortage of unskilled and semi-skilled labor, submitted reports to the government
urging that the trainee program be expanded (Kuptsch and Oishi 1995). The Tokyo Chamber of
Commerce and Industry called in July 1970 for an expansion of the trainee program in a docu-
ment entitled “The Demand on Next Year’s Labor Policy”; it also insisted that employers be able
to import workers from other Asian countries independently of the trainee system (Ochiai 1974).

The government's response was not altogether negative: a section of the Economic
Planning Agency announced that in 1970 that it would study the option in relation to its impact
on future economic growth (Japan Economic Journal, 8 December 1970). In addition, the
Economic Council, an advisory group in the Prime Minister's office, discussed the foreign

worker question as it formulated a “New Economic Social Development Plan for 1970-1975”
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(Japan Economic Journal, 14 September 1971).® And the government — in particular, the
Ministry of Foreign Affairs, the Labor Ministry, and the Ministry of International Trade and
Industry — sanctioned relatively small training programs for foreigners. These programs were
developed in an atmosphere in which Japan was attempting (or trying to appear to attempt) to
contribute to the development of poorer countries in the region. Following the sixth Asian
regional conference of the International Labor Office, the Labor Ministry adopted a “Technical
Development Plan” in 1971 which provided for acceptance of “technical trainees” from Asian
countries. Despite official conditions specifying that such trainees must not have on-the-job
training, it became clear that many companies offering the training were using their charges for
cheap labor (Ochiai 1974). In the end, however, a foreign worker program of more significant
dimensions did not emerge during this period.

The difficulties with labor supply found additional concrete expression in a very
significant datum: the transfer of income shares from capital to labor, partly as a result of labor's
enhanced bargaining position in a tight labor market. Even after the first oil shock, Japanese
unions negotiated very large wage increases in 1974:

The result — coming at a time when the disruption of the oil and commaodity price
rises and the efforts to control inflation were putting heavy brakes on the growth in
output — was not only to fuel inflation but also to maintain and even increase real
wages in spite of reduced average working hours, thus effecting a sizable shift in the
proportion of national income going to wages at the expense of profits. (Dore 1986,
101-2)

As is evident from Table 8, the dramatic shift in 1974 was a continuation of trends of previous

years. The shift was due to in part to the recession (where profits fell faster than wages), but
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labor’s share never again dropped to the level of the 1960s, nor did capital’s share ever return to

the level of 1970. Moreover, labor's increasing share in the national income was anticipated (e.g.

Japan Labor Bulletin, September 1973, citing a Labor Ministry White Paper). That is, not only

did the transfer happen, but many observers believed it would happen. It would be difficult to

argue that these shifts were unrelated to the shortage of labor, though of course other factors were

probably implicated as well, e.g. the 1971 “Nixon shock.” Inflation, declining (relative) profits,

and production bottlenecks were precisely the kinds of problems that resorting to foreign labor
was designed to resolve in other countries, given labor shortages and expanding economies.

Why was Japan (i.e., the Japanese government) unwilling to adopt a policy measure that had

successfully accomplished these goals in other countries?

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982

Table 8: Distribution of National Income

% to
Labor
54.0
58.6
57.0
58.5
62.4
65.6
65.8
66.5
66.3
66.5
66.8
68.6
69.0

% to
Capital
18.3
15.2
12.6
11.7
6.5
6.0
6.0
6.3
11.3
11.5
10.8
10.1
10.8

1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995

% to
Labor
69.3
68.9
67.8
67.9
68.1
66.7
67.1
67.9
68.6
69.7
70.9
72.4
73.4

% to
Capital
11.0
12.1
12.8
12.7
12.9
14.1
13.1
11.3
10.7
9.5
9.2
8.3
5.6

Source: computed from the Bank of Japan’s Economic Statistics Annual. Capital’s share
refers to entrepreneurial income of private incorporated enterprises, including dividends.
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Substitutes for Foreign Labor

Before addressing that question, we need to understand what Japan did, instead of
importing labor, to resolve the problem of labor shortages. We have seen that the shortage was
perceived as a real problem that had to be addressed in some manner. Solutions actually
advocated by the government and adopted by employers included automation and other means of
increasing worker productivity and output; exporting some types of production to low-wage
countries; hastening the mobilization of “reserves” labor into the urban labor force; allowing
inflation to increase as labor shortages contributed to increasingly militant wage demands; and,
as we have seen, allowing the transfer of income from capital to labor. Some of these changes
derived not only from the labor shortage but from other problems and goals as well. But each of
them also had the effect of alleviating the labor shortage and thus diminishing the pressure for
importing labor.

Productivity increases during this period were almost without parallel (with reference
both to other countries and to other times in Japanese economic history). Annual rates of
productivity increases averaged 11 percent from 1960 through 1970 and returned to that level in
1972 after a recession-induced dip in 1971. In 1973 productivity increased by 19.8 percent (the
increase exceeded 20 percent in the manufacturing sector) (Galenson and Odaka 1976). This was
a period of rapid growth in automation and robotics. Increased labor productivity meant not only
that fewer workers could produce the same or greater output, but that it was possible to pay the
higher wages that Japanese workers were demanding.

This was also the period in which Japanese direct foreign investment abroad began to

increase significantly, partly as a result of the labor shortage (Sekiguchi 1979). The cumulative
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total of investment abroad was US$3.6 billion in 1970 and increased by 287 percent over the
next three years, to US$ 10.3 billion. More than half of this investment was directed to low-
wage developing countries (especially in Asia) and consisted of labor-intensive production in
consumer goods industries making standardized products. In addition, almost half of the number
of investments were made by small- or medium-sized firms (though clearly in terms of volume
large firms accounted for a much larger proportion) (Kojima 1983). On both counts it is clear
that many of the firms investing overseas were precisely the ones that were having difficulty
finding workers in Japan. Moreover, the export of capital was well controlled by the Bank of
Japan (and thus by the government itself).

Another way in which employers coped with the labor shortage was to mobilize domestic
labor that was either employed in other firms or sectors or was not in the labor force. There was
much discussion in policymaking circles about the need to increase labor mobility among firms
(in part by de-emphasizing traditions of “lifetime employment” and seniority-based wage
formulas — see various Labor Ministry White Papers from the period). Another much-discussed
topic was the need to facilitate the continued employment of older workers, i.e., those who had
been forced to “retire” at age 55. Middle-aged women were also increasingly seen as potential
workers.

Finally, there is a certain sense in which we can say that an additional response to the
labor shortage was to do nothing, simply to let employers suffer. Suffering, of course, took the
form of wage increases, lost opportunities for expansion, and even production cutbacks — all as
described above. Such cases represented opportunity costs for investors: in a situation in which

more labor was available, investors would likely have made greater profits. These opportunity



23

costs thus came as a direct result of government policy — the policy not to permit imported labor
in large quantities.

It would grant far too much coherence to government policy-making to argue that there
was a grand design here, that the government developed a comprehensive approach to labor
supply problems comprising the above elements. There were many other economic policy
concerns at this time, and the measures adopted had numerous purposes: Japanese investment
abroad, for example, was part of a process of “internationalization” that was designed to advance
foreign policy goals (Higashi and Lauter 1990). But each of those elements played a role in
alleviating the labor shortage itself or its effects, such that most employers could continue to
operate and make a profit even though cheap foreign labor was not available. In this sense the
Japanese economy followed a qualitatively different path from most Western European
economies. Moreover, this path did have a certain degree of coherence insofar as its components
derived in part from the government's refusal to allow firms to import labor: from one point of
view, all the above policies or choices were substitutes for foreign labor, even if they were not

intended as such.

Explaining the Japanese Path

Constructing a theoretical explanation for Japan's limited use of foreign labor would
involve finding a combination of factors that did not characterize the countries that did import
labor under similar circumstances. This sort of comparative work would require extended

discussion of other cases and will not be attempted here. | propose instead to accomplish two
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more limited goals. First, I will briefly raise questions about existing theories of international
labor migration, questions that arise precisely through consideration of the Japanese case. And
second, I will suggest some of the factors that were most likely to have made Japan different.

Several traditional theories of labor migration, developed to explain positive cases in
western countries, encounter difficulty when applied to Japan (as a negative case). If the theories
presumed to explain labor migration to other destinations also invoke factors that characterize
countries where numbers of migrant workers are small, then clearly something is amiss with
those theories. Neoclassical theory, for example, emphasizes development gaps (especially as
expressed in wage differences) between sending and (potential) receiving countries. But the
disparities between Japan and many of its neighbors were at least as great as those between
European “guestworker” countries and the countries that sent workers to Europe. In the end, of
course, those gaps undoubtedly contributed to the initiation of migration flows from, say, Peru,
Pakistan and China to Japan. But clearly development gaps alone do not explain labor migration:
they must work in interaction with other factors.

Dual labor market theory (e.g. Piore 1979) does not fare any better. Here, labor migration
is supposed to arise from the demands expressed by employers for foreign labor, given that
citizens are unwilling to take unattractive jobs in the secondary sector of the economy. But
Japan's economic dualism has been widely recognized (e.g. Pempel 1978) and is if anything more
pronounced than that of many other industrial countries. Large firms are usually well insulated
from seasonal and other variations in demand for their products, and the smaller firms that bear
the brunt of demand variation have indeed often found it difficult to find workers at wages the

firms can afford to pay. But the latter's demands for foreign workers have, especially until
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recently, gone unanswered by the government — indicating that demand for foreign labor does not
automatically bring about its satisfaction (cf. Weiner 1995, Lim 1992). The factors invoked by
world-systems theory (e.g. Sassen 1988) also characterize Japan, which has long had (ex-)
colonial relations and trade ties with many of its neighbors.

None of these theories is by any means wrong or useless — but insofar as the factors they
invoke also characterize Japan, the story they present is at least incomplete. It would appear that
they were developed through analysis only of countries where labor migration actually happened
on a significant scale. There has been little if any systematic analysis of countries that have
received only relatively small numbers of foreign workers. This methodological bias has
hampered the ability of migration theory to account for variation in migration outcomes.

Theories focusing on state policy in the receiving country, however, are likely to be more
helpful in distinguishing between positive and negative cases and thus in accounting for Japan’s
distinctive experience with foreign labor. There are convincing arguments that the liberal
democratic state does in fact have the capacity to control immigration (e.g. Freeman 1992, 1994;
Miller 1986, 1994; Brubaker 1994), though frequently that control is not exercised because of the
constellation of domestic political interests and international political constraints (Hollifield
1992). In this context we then need to look for patterns in where, when, and why that control is
used to restrict labor migration.

Weiner suggests strongly that “entry rules are only marginally shaped by economic
considerations....” (1985: 443-44; see also Zolberg 1981). Receiving country governments are
especially mindful of security considerations relating to immigration (Weiner 1993, Miller 1997).

Labor shortages do not automatically result in labor migration: instead, “the contrasts [in national
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approaches] are due to differences in conceptions of national identity — specifically, whether a
nation is built on the notion of cultural homogeneity or cultural diversity and whether the notion
of pluralism extends from the political to the cultural realm” (Weiner 1995: 73-4). Weiner’s
argument is similar to some specific arguments concerning Japan, where xenophobic or insular
culture is said to account for Japan’s closure to migrant labor (see e.g. Oka 1994; Zolberg 1981,
Freeman and Mo 1996%). The difficulty with this cultural/politics argument is apparent in at least
two ways. First, in Weiner’s own discussion of this point, he places Japan, Germany and Italy in
the same group (contrasted with Australia) — even though Germany has imported many times
more workers than Japan in spite of an arguably similar cultural disposition towards foreigners.
And second, public opinion polls reveal a surprising openness to foreign labor in Japan:
according to one study (cited in Mahmood 1996), only 15% of those surveyed agreed with the
proposition that the government’s policy of not admitting unskilled foreign workers should be
continued. Komai (1998) reports similar results from other surveys: two-thirds of respondents
are said to believe that Japan should be more open to immigrants, though some forms of
discrimination are also apparent. If culture in fact accounts for variation in different approaches
to the foreign labor question, it must do so in a more complex way, in interaction with other
factors. Itis not clear that the role of political factors has been effectively specified in this
particular approach.

A more promising line of inquiry investigates the relation between the state and the
economy and its effect on migration policy. Zolberg (1992), for example, discerns long-term
global shifts in migration policy (openness vs. restrictiveness) that follow changes in

international economic regimes. In the post-war period, advanced economies are said to have
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confronted the same basic dilemmas concerning immigration, which led to the adoption of quite
similar methods of dealing with problems such as maintaining national identity while addressing
inflationary pressures (Zolberg 1991; see also Martin 1993). Zolberg also suggests that
“variations of the basic pattern can be accounted for by differing national configurations, within
which two elements were especially significant: the role of the state in relation to economic
development and the organization of the indigenous working class at the relevant time” (1987: 61).
Despite presenting a rich history of different forms of migrant labor in the modern period, however,
this analysis emphasizes the overall similarities in labor migration to countries that have actually
used foreign labor. 1 mean to advocate a similar type of argument here, though I intend it to
advance the theoretical goal of distinguishing positive and negative cases, rather than explaining
similarities among positive cases.

In a more fine-grained analysis of the post-war period, Freeman (1995) argues that the
political structure of liberal democracies favors organized interests that benefit from open
immigration policies; that same structure penalizes the typically more diffuse groups that oppose
large-scale immigration. However, while most states with open immigration policies may be
liberal democracies, it is not clear that all liberal democracies have open immigration policies.
Freeman’s explanandum here is explicit: “A single model of immigration politics accommodates
fundamental features of all the receiving states” (1995: 896; emphasis added). If, however, our
goal is to understand why some countries use migrant labor on a large scale while others refrain
from doing so, then it is not clear that Freeman’s model will allow us to account for variation on
this level. In the current context, extending Freeman’s argument in this way would seem to

depend on classifying Japan as something other than a liberal democracy — a position that
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becomes explicit but is not explored in depth in a more recent article (Freeman and Mo 1996).
Even if we were to accept the notion that Japan is different from western liberal democracies in
fundamental ways, we would still have to contend with liberal countries such as Finland and
Norway, where immigration has been quite limited.

A focus on state policy clearly leads in the right direction (cf. Portes 1997). The fact that
there was very little foreign labor in Japan is fundamentally rooted in the state's decision not to
allow employers to import workers in large numbers. We then need to explain this policy
decision. The preferences of policy makers were important but not sufficient. In addition, what
most likely mattered in Japan was the ability of the state to implement these preferences,
especially when powerful private interests could have profited from a different policy (e.g.
imported labor). We therefore need to explore some of the foundations of this capacity. |
suggest that the literature on institutional structure and state policy is especially relevant here (for
general works see e.g. Evans 1995, Hall 1986, Steinmo, Thelen and Longstreth 1992,
Hollingsworth, Schmitter and Streeck 1994).

Economic policy in Japan has long been distinguished by the location of decision-
making: most major decisions were made by the bureaucracies, not by the Diet (Johnson 1982,
Fukui 1972, Knoke et al. 1996). This was especially true through the late 1960s and early 1970s,
the period discussed in this paper. The bureaucrats generally concerned themselves less with the
profitability of particular companies and more with the long-term trajectory of the economy.
This approach was facilitated by long-term single party rule: the political environment was
relatively stable, such that policy-makers in the bureaucracies could implement their decisions

without fear that a new government would try to impose a different direction or philosophy
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(Pempel 1978, 1990). A new government would have found it difficult to impose its will on the
bureaucracies in any case, as the latter are insulated to a relatively high degree from political
control: political appointments to the ministries number only about two dozen, compared to the
one thousand or so appointments made by US presidents. The ministries are instead staffed by
cohesive, highly educated elites, chosen by a process widely seen as meritocratic, at least in
comparison to some other countries (Johnson 1982). Civil servants are said to be concerned with
formulating policies that “can meet a national interest test rather than a clamorous opportunity
test” (Wade 1990: 373-4). Moreover, the ministries have numerous powerful tools to manipulate
economic incentives such that private economic actors' behavior can be pushed in certain
directions (Johnson 1982).

Business does have a central role in economic policy-making in Japan, but what matters
concerning foreign labor policy is the fact that the policy-making process is open effectively
mostly to big business, through its powerful peak associations' representation on the various
government-sponsored economic councils. Small business, to a greater degree excluded from
this part of the process, bears the costs associated with many decisions (Pempel 1978). Small
businesses were much harder hit by the labor shortage in the late 1960s and early 1970s. Big
business could better afford to pay higher wages to keep its labor rolls filled and had a variety of
means of ensuring labor market flexibility (Taira 1970); small business was squeezed and would
have benefited greatly from access to cheap foreign labor but was unable to translate its demands
into policy. Small business, then, had no alternative but to hire workers that were not considered

desirable (women, older workers) and to invest in increasing productivity (Nakamura 1995).
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These claims concerning the Japanese state are contested (for critiques, see e.g. Samuels
1987, Friedman 1988, Richardson 1997). But they seem to fit well with the fact that the
Japanese government refrained from adopting a significant guestworker program in spite of
employer demands to do so. An important piece of the explanation for Japan's autarkic approach
to labor policy, then, likely consists of its mode of economic governance. In particular, those
who stood to benefit most from imported labor were systematically excluded from policy
making.

By 1975, economic recession had essentially brought an end to the (perception of) labor
shortages: there was an abundance of labor at least until the mid-1980s (Nakamura 1995), and so
the question of foreign labor effectively disappeared from the political agenda for over a decade.
By the late 1980s, however, the mode of economic governance in Japan had evolved to the extent
that the bureaucracy's ability to resist demands for importing labor had perhaps been somewhat
diminished. The locus of decision-making was shifting: as early as 1972, politicians began
gaining in influence at the expense of the bureaucracies (Johnson 1989, Murumatsu and Krauss
1987, Calder 1988). This shift is at least consistent with the fact that the government began to
open a “side door” to foreign workers (Sellek 1997). On the other hand, the government
continued to encourage steps that reduce the demand for low-end foreign labor, such as foreign
relocation of some firms and mobilization of inactive segments of the population (Mori 1997).
Foreign labor, though increasing, remained a much smaller percentage of the Japanese labor

force relative to other advanced capitalist countries.
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Conclusion

These latter remarks, however, are intended mainly as ideas for exploration, not as a
proper theoretical explanation. The main general claim of this paper is that developing a
theoretical explanation for international labor migration would require careful comparative
historical work that includes discussion of positive and negative cases together, in the same
framework. Migration scholars may benefit from paying more explicit attention to the question
of variation in migration outcomes, so that theories distinguish between positive and negative
cases. For the concept of negative cases to be useful, it has to be shown that it can be applied in
a non-trivial way. This paper has shown that Japan’s non-use of foreign labor in the early 1970s
is usefully conceived as a negative case, because existing labor migration theory would lead us to
expect that the country would have used significant numbers of foreign workers at that time.

If Japan were unique in this respect, the implications for theory might be perceived as
limited. It is quite possible, however, that the notion of negative cases is useful for describing
other countries’ experience as well. Foreign labor continues to form a very low percentage of the
labor force in Denmark, Finland, South Korea, Norway, and Ireland; in Spain and Italy, the
numbers have become significant only in the last decade (OECD-SOPEMI 1995; Freeman and
Mo 1996). It would be very interesting to investigate systematically whether any of these
countries are negative cases as that term has been used in this paper: i.e., existing migration
theory would lead us to expect a different outcome. The value of the concept will then be

measured by the extent to which such a question leads to new theoretical insights.
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Notes

! Before World War 1, of course, Japan forcibly imported millions of workers from
countries in the region. After the war, however, most of these workers returned to their
country of origin (Oka 1994).

2 A research assistant who explored the literature in Japanese supported this assertion,
though | do not make a strong claim to the effect that we conducted an exhaustive search
of the Japanese literature.

® These sources refute a source cited by Cornelius (1994) who asserted that the Japanese
government simply never considered importing labor at this time.

* The latter, however, carefully suggest that cultural factors might be at work but that
confirming this idea would require much more extensive investigation of attitudes.



