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Flexibility and adaptability have been signif­
icant features of the post-war Japanese economic 
development. Quality improvement and 
institutional arrangements such as Quality 
Control Circles (QCC) are discussed as an aspect 
of corporate-level flexibility. 

Quality was the most important strategic 
concern for Japanese manufacturing companies 
in the post-war period. To support quality 
improvement, systematic efforts were made to 
educate workers to be able to inspect the results 
of their work by themselves, and subsequently 
become capable of improving product and 
process quality. The major social vehicle for 
this was the QCC. 

The organizational essence of QCC activities is 
that they form a hybrid parallel organization that 
works for the goals of the formal organization 
but is autonomous from ordinary line control 
and internally resembles workers' informal 
organizations. Such and organization was 
developed in order to integrate maintenance 
and improvement, dependable and spontaneous 
behavior that in traditiona! organizations have 
been regarded as incompatible on workers' level. 
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1. INTRODUCTION: THE JAPANESE

SUCCESS IN OVERCOMING CRISES

The progress of the post-war Japanese eco­
nomic miracle has not been smooth sailing. 
Rather it has been rough going from crisis to 
crisis. As soon as the Japanese economy had 
recovered from the war by the late 1950's, it 
faced market liberalization as a condition of for 
joining the OECD and the advanced nations' 
club. Japanese companies responded with cap­
ital investments and quality improvements to 
emerge from the crisis as budding global com­
petitors. The first oil in 1973 caused a panic in 
the oil import dependent economy and for the 
first time since the war negative economic 
growth was registered in 1974. The Japanese 
responded with massive investments in ener­
gy conservation and emerged from the second 
oil crisis as an economic superpower, admired 
for its Japanese style management which only 
a decade earlier had been regarded as feudal 
and outmoded. The success bred new problems 
in the form of trade frictions with the West. The 
Plaza agreement in November 1985 sent the yen 
soaring from 246 to 125 against the dollar in 
less than two years. For a time it seemed that 
the Japanese miracle was over, but in the lat­
ter hait of 1987 the Japanese economy again 
showed double-digit growth figures for the first 
time in over ten years and registered a 9.2% in­
crease in industrial output without any major 
increase in labor input (Sanwa Economic Let­
ter 1988). 

The ability of Japanese industries to very 
rapidly adjust themselves to changing condi­
tions has a number of explanations: an indus­
trial policy put together by the powerful Minis­
try of International Trade and lndustry (MITI); ag­
gressive targetting of growth industries; finan­
cial arrangements that enabling Japanese com­
panies to take a long-term view; and cultural ex­
planations such as the loyalty and commitment 
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of the Japanese workforce (for the recent dis­
cussion, see Prestowitz 1988, Dore 1986 and 
1987). 

The explanationo are complex with no single 
factor offering a complete account. lt is appar­
ent, however, that the ability to quickly react to 
changing conditions must be present at both 
macro and micro levels. The purpose of this 
paper is to examine the concepts of continu­
ous improvement, quality, and the related ad­
ministrative mechanisms that have contribut­
ed to this remarkable flexibility on the corporate 
level. 

2. QUALITY ANO THE STRATEGIES

OF JAPANESE INDUSTRIES

The strategic constants of the Japanese 
economy, as determined by geography, are 
based on the fact that Japan has no significant 
natural resources. ln the post-war period the 
conclusion has been that the economy must be 
export-driven. ln order to export, Japan has had 
to rely on its only abundant resource: a well­
educated, hard-working people. lt is no coinci­
dence therefore that the core of Japanese style 
management is human resources management 
(Abegglen 1975). 

On the crowded Japanese islands domestic 
competition is very harsh. Because of the ex­
istence of industrial groups, rather common 
cartelization, price fixing and relational con­
tracting, competition has not always been on 
price. Quality, delivery, after-service and the 
»sincerity» of long-term supplier relations have
been equally important (Dore 1987).

On a macro-level the post-war industrial poli­
cy took a conscious step away from the most 
»reasonable» option of concentrating on labor­
intensive light industries that could have uti·
lized abundant cheap labor, but would have
doomed the population into an »Asian pattern
of poverty» (Abegglen & Stalk 1985). lnstead,
government planners embarked on long-term
investment programs in heavy and chemical in­
dustries that created the foundation for the cur­
rent economy (Uchino 1983). Thus the most sig­
nificant macro-economic development has
been a long-term strategy to ac_hieve the merits
of scale in basic industries. This has been fol­
lowed by the aggressive targetting of certain in­
dustries. This has been followed by the aggres­
sive targetting of certain industries considered
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strategically important such as automobiles, 
machine tools and integrated circuits (see 
Johnson 1982, Prestowitz 1988). 

Quality is perhaps the most significant con­
cept in post-war micro-level Japanese develop­
ment. Historically, the modern Japanese con­
cept of quality is closely connected with the 
post-war Japanese life-line of exports. Quality 
was the condition for both survival and future 
prosperity. Without quality products the Japa­
nese could not hope to export, without export 
earnings there would be no cash to buy food 
for a hungry nation. The realization that »Made 
in Japan» was equivalent to »cheap and shod­
dy» meant that without drastic changes Japan 
would be doomed to third world status for a 
long time to come. The improvement of quali­
ty summed up the essence of the corporate 
policies pursued. 

The first consideration was to reduce the 
number of defective products and to create a 
production system that could produce to 
specifications. Consequently, the early defini­
tions of quality were manufacturing based with 
conformance to specifications being the most 
important indicator to watch and the first 
methods of quality control being inspection 
and statistical quality control (SQC). 

As technologies developed and competition 
grew in an economy that slowly had changed 
from sellers' to buyers' market, the question of 
pro per specifications arose: it was not enough 
to get the product out of the factory without 
defects; the product had to perform in the field 
as expected and not cause troubles to the 
users. As reliability became the new measure 
of quality, and the emphasis shifted from 
manufacturing based to product based defini­
tions of quality. Product performance became 
the new indicator to watch. Now the principal 
method of quality control became workers' self­
inspection and the building of quality into the 
production process, as exemplified by the slo­
gan »Do it right the first time». The· main eco­
nomic reason was that the competitive advan­
tage of Japanese leading industries had shift­
ed from cheap labor to mass production and the 
economies of scale. An increase in the number 
of inspectors would simply have been uneco­
nomical. Process control became the main tool 
of quality control, and the Plan-Do-Check-Ac­
tion (PDCA) management control cycle became 
the leading catchword. 

After this the question arose of what users 
really want to buy. The answer »products that 
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satisfy the customer» became the new leading 
principle of Japanese quality control. Product 
and manufacturing based definitions of quali­
ty were complemented with an user based view 
of quality, where customer satisfaction is the 
main indicator to watch. The development of 
the concept of »Quality Deployment», signifyies 
that not only manufacturing, but also R & D, En­
gineering and Marketing departments should 
be involved in the definition of what customers 
consider high quality and its design into the 
product. For companies that manufacture 
products based on copied ideas, the quality of 
manufacturing, i.e. the adherence to product 
standards and specifications, is the most im­
portant consideration. As a firm becomes the 
market leader it cannot rely on others for 
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product ideas but has to develop new concepts. 
Thus the quality of design and the quality of 
new product development become the most im­
portant concerns (Yoneyama 1979, lshikawa 
1985, Kogure 1988). The development of Japa­
nese quality control is summarized in Figure 1. 

The change from a sellers' market with a 
»product-out» philosophy meaning _that any­
thing produced can be sold to a buyers' mar­
ket with a »market-in» philosophy meaning that
demands from the market must come into the
production and design process has led to a
number of changes in competition. The com­
petitive edge that used to be mainly one of cost
has shifted to quality in many product cate­
gories. After high product quality and reliabili­
ty become matters of »must-be quality» (Kano
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1984) the competitive edge may shift to product 
variety, i.e. an abundance of versions, accesso­
ries and tailor-made products, with quick deliv­
ery and response time becoming increasingly 
important. »Time-based competition» becomes 
the new catch-word with the time it takes to re­
spond to a customer order or to design, 
manufacture and deliver a new product becom­
ing a management indicator of equal impor­
tance as east or quality (Stalk 1988). 

lt should be noted that the effects of the 
application of these concepts are accumulative 
and do not exclude each other. Quality can be­
come the competitive edge only if it can be 
produced within reasonable costs. ln a similar 
manner, variety and response time will hardly 
become the leading edge if quality is not suffi­
ciently assured. 

Quality control has received much more 
attention from the top management in Japa­
nese companies than in most Western firms 
(lkezawa & al. 1983). The major reason is that 
quality and other operational aspects of 
management have been treated as strategical­
ly significant matters. Japanese thinking about 
strategy has been operations-oriented 
(Okumura 1986). Until very recently, the Japa­
nese have not been very good at taking com­
pletely new courses of action but have been 
content to follow the lead of Western firms and 
concentrate on doing a little better and cheap­
er what has been done before. ln the process 
the Japanese have discovered management 
techniques that seem to be applicable even in 
Japanese manufacturing operations in the 
West (Morita 1987, Ohmae 1987, Karatsu 1984). 

There are a number of Japanese institutional 
arrangements that enable corporations to con­
centrate efforts and resources on operational 
effectiveness or in other words on the fun­
damentals of business (Peters & Waterman 
1982). Shareholding is usually long-term and 
stable and debt is more common than equity 
financing. These are no nervous shareholders 
demanding quarterly profits, no take-over 
artists lurking ready to gobble upp troubled 
companies. The absence of casino capitalism 
in Japan enables managers to concentrate on 
fundamentals (Uchino 1983). Many Japanese 
companies have a »bias for growth» (Abegglen 
& Stalk 1985) so that they tend to invest in both 
physical and human resources well ahead of de­
mand and to use times of downturn for retool­
ing and improving their operations. 

The concern for quality and the continuous 
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lmprovement of operations has had three major 
consequences. Firstly, the emphasis on the 
building of quality into the production process 
led, probably quite unintentionally, to the dis­
covery of the new competitive advantages of 
product variety and delivery time that were in 
accord with increasingly affluent customers. 
Since the days of Frederick Taylor and Henry 
Ford, the fundamental logic of production has 
dictated a trade-off between unit east and 
product variety. The development of process 
control led to the discovery that this trade-off 
can be bypassed and that a flexible production 
system can produce a large number of models 
and verslons without losing the cost-merits of 
mass production. Toyota's now famous Kanban

system and Just-in-time (Jln inventory manage­
ment system was a pioneer in this field. 

Secondly, the pursuit of JIT, the aim of which 
is to reduce the capital costs of Work-in-process 
(WIP) inventories, exposed a lot of problems in 
process control that could be tackled with the 
organizational arrangements for quality im­
provement such as QCCs (Quality Control 
Circles), and further speeded up the improve­
ment process (Schonberger 1982, 1984). Llttle 
by little this led, to the total control of even the 
smallest aspects of production processes and 
the development of explicit algorithms, which 
built a basis for computer integrated manufac­
turing (CIM) and unmanned factories. The case 
of Toyota illustrates how the ability to conti­
nuously improve and to gain control over the 
production process through the use of ordinary 
technology leads to competitive advantages 
and builds the basis for automation. Nissan, 
which tried to solve its problems by throwing 
in flashy new technology too soon, has been 
continuously outperformed by Toyota (Cu­
sumano 1984). 

The third consequence is connected with the 
building of a permanent institution for conti­
nuous improvement. The flow of operations can 
be thought of as a value chain (Porter 1980) con­
sisting of the flow of physical things (raw 
materials, sub-assemblies, parts) in parallel 
with the flow of information on how and when 
to process the materia! (specifications, sched­
ules, orders). The permanent institution of im­
provement which includes all the people who 
pian or operate these two flows constitutes a 
third parallel flow aimed at continuously im­
proving both of the other flows. The most wide­
ly known and systematized institution is the QC 
circle. 
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3. ORGANIZATION FOR QUALITY
AND FLEXIBILITY

3.1. TOC, Japanese Quality Control 

The broad definition of quality implies that 

Japanese quality control is not an engineerlng 
speciality but a management concept. The 
Japanese use of the term »quality» (hinshitsu) 

comes close to the term »excellence» (Peters 
& Waterman 1982). This is systematized under 
the concept Total Quality Control (TQC), which 
signifies a management philosophy with qual­
ity as its core. TQC comprises a number of key 
elements. 

Company-wide activity. Quality is a matter of 
all echelons and all functions in a company, ver­
tically from the top management down to the 
shop floor and horizontally from desing and 
manufacturing to marketing and after service. 

Alf employee participation. AII employees are 
expected to participate in the quality effort. 
Various organizational vehicles are devised to 
this end: QC circles for the shopfloor, and qual­
ity committees and project teams for 
specialists and white-collar employees. 

QC audit. Top management performs regu­
lar QC audits inspecting the quality of opera­
tions at various levels, emphasizing that quali­
ty performance is a key criteria in management 
appraisal. 

Use of data and statistical methods. AII qual­
ity improvement should be based on facts 
about the current state of affairs and defectives, 
which are compared to ideal states. The diffe­
rence between current and ideal states of af­
fairs constitutes a problem that should be 
solved. 

QC training and education. AII employees are 
given extensive training in QC methods and 
principles. 

National quality movement. The Union of 
Japanese Scientists and Engineers (JUSE) coor­
dinates a national movement and provides edu­
cation, literature and discussion forums, where 
companies can learn from each other. Quality 
management is considered an »invisible asset» 
(ltami 1984) that must be painstakingly deve­
loped in each company and cannot be simply 
copied so that even competitors companies 
openly discuss quality matters (see lshikawa 
1985, Kogure 1988). 

3.2. Definition of QCC Activities 

The scope of QC circles is limited to a rath-
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er small part of the total quality efforts and 
problems of a company. Production workers 
and foremen are not responsible for more than 
10 to 20% of all quality problems (Juran 1980). 
The significance of QCC, however, does not lie 
in the direct results from the activity, but rath­
er in systematizing a form of participation, job 
enrichment and a permanent institution for con­
tinuous improvement. 

The authoritative definition of Japanese QC 
circles is given ln the QC Circle Koryo (1980). 
The defining principles can be grouped into 
those defining the content and the organiza­
tional form of the activity. 

The content of QCC is systematic and rigor­
ous (1) quality improvement (2) using statisti­
cal methods and data with the purpose (3) of 
managing and improving the workshop, while 
(4) informing and educating its members in mat­
ters of quality and work and social skills.

The form is a (5) small group of employees 
(6) from the same workshop that (7) operates on
a voluntary basis and (8) as a part of a compa­
ny-wide quality effort, (9) working continuous­
ly, and (10) involving everybody in the workshop.

Functionally, QC circles are part of a com­
pany- and nation-wide movement for quality im­
provement. Structurally, they are permanent 
small groups attached to the smallest units of 
an organization. The QCC activity is supported 
by a promotion organization comprised of 
secretariats and coordinators on various levels 
that provide the circles with education and 
training, arrange department- and company­
wide QCC presentation conferences, suggest 
ideas about what kind of themes to work with, 
and screen the improvement proposals made 
by the circles. QCCs in Japanese companies 
are not a stand-alone program, but integrated 
into a total quality effort and supported and 
guided by management. ln this respect Japa­
nese Quality Control Circles are different from 
Western Quality Circles which often consist of 
more casual approaches to one-time quality im­
provements. 

3.3 The Organizational Nature of QCC 

From the point of view of ordinary logic, the 
Koryo definition of QCCs according to which 
the activity is voluntary but everybody has to 
participate is built upon an apparent contradic­
tion, that involves the development of a new 
form of organization: 1 have described it as as 
a hybrid parallel organization for the improve-
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ment and maintenance of workshop standards 
(Lillrank 1988). 

This new form of organization has emerged 
as a solution to two fundamental dilemmas: 

1) QCC activity has to be systematic and
rigorous, using QC methods and problem solv­
ing tools. ln other words, »dependable be­
havior». At the same time QCC activity is sup­
posed to be voluntary, drawing on the ideas and 
local expertise of workers. ln other words, 
»spontaneous and innovative behavior» (Katz &
Kahn 1978).

2) QCC members have to simultaneously
maintain and improve workshop standards. The 
QCC activity is undertaken by employees 
whose main task is to do normal routine work, 
that is to say to follow rules and maintain es­
tablished work standards. The problem is how 
to make sure that ordinary work is done and per­
formance standards are maintained while these 
standards are continuously improved. These 
fundamentally different organizational func­
tions require distinctive mind-sets, as illustrat­
ed in Figure 2. 

MAINTENANCE IMPROVEMENT INNOVATION 

Figure 2. Maintenance, lmprovement and lnno­
vation. 

Maintenance requires thoroughness, obe­
dience and compliance to rules. lt is like a tri­
angle standing steadily on its base. lmprove­
ment requires playing and tinkering with the 
very same rules, and the constant questioning 
of why rules are followed and of what would 
happen if they were changed. lnnovation goes 
a step further and often requires the radical 
breaking of rules. 

The various behavioral requirements of QC 
circle activities can be summarized as in Fig­
ure 3. 

What kind of organization and management 
can handle such a wide range of requirements? 
Traditionally, in classical organization theory 
and Scientific management, this question has 
been answered by assigning the maintenance 
and improvement functions to different cate-
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Figure 3. The Behavioral Requirements of 
QCC Activities. 

gories of people because many managers are 
afraid that improvement and innovation may 
loosen discipline and harm the performance of 
required tasks. lmprovement is the task of 
managers and staff specialists who, due to their 
training and competence, are supposed to be 
able to simultaneously handle these two func­
tions. As a consequence, the improvement and 
enthusiasm potential of workers is lost. 

ln order to utilize the hidden potential of 
workers and to assure that standards are not 
only maintained but improved, the QC circle is 
organized as a separate organization parallel to 
the ordinary formal organization, as illustrated 
in Figure 4. 

TRADITI0NAL 

p;;'al1�I 
MOOERN JAPANESE organizalion 

Figure 4. Traditiona! and Modern So!utions to 
the Maintenance lmprovement Problem. 

The organizational form that has emerged 
can be described as a hybrid organization in­
corporating elements both from the formal and 
the informal organizations. The QCC activity is 
highly organized, but not as a part of the for­
mal structure. lnstead, the improvement activity 
is established as an organization essentially 
outside and parallel to the formal organization, 
which at least on a short perspective is left in­
tact. The hybrid parallel organization, which has 
a structure of its own, operates under rules and 
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principles different from the tormal organiza­
tion and incorporates aspects of the informal 
organization. The QCC members are able to set 
thei r own style, goals, pace of work, and to use 
methods typical of the informal organization 
such as group pressure. The QC circle consti­
tutes an 1,autonomous island» close to the 
»mainland» of the formal organization. Thus, the
meaning of the term »voluntary» as used in the
Koryo is that QCC activity operates outside the
line of command of the formal organization.
This means that formal orders, authority rela­
tions and rewards and punishments do not
apply within the parallel structure. Management
has to rely on the internal motivation of workers
being supported by example, enthusiasm and
encouragement.

Formal 
organization 

0000 
Workers 

Workshop 
management 

Parallel acc 
organization 

Workshop 
improvement 

Figure 5. The Suggestion System and QCC. 

The function of the suggestion system, as 
shown in Figure 5, clarifies the process flow of 
QCC activities. Within the formal structure, the 
relationship between managers and workers is 
based on formal authority and the necessities 
of the production system. The daily work has 
to be done, schedules kept and standards main­
tained. Therefore it is not easy to incorporate 
improvement activities in this setting. The im­
provement ideals that occur to workers while 
doing their job in the formal organization may 
be »ad hoe» random ideas which might be im­
possible to implement. lnexperienced sugges­
tion makers often tackle problems for which 
they have insufficient competence. The two 
most common mistakes are to forget to con­
sider the possible system consequences of a 
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small change in a complicated production 
process, and to propose solutions that simply 
would cost too much. 

To overcome these difficulties QC circles are 
established outside the formal organization. 
The line manager has the role of the coordina­
tor of the QCCs. Within the parallel organiza­
tion the relationship between QC circle mem­
bers and their manager is not of a superior and 
a subordinate but rather of a coach and a per­
former. ln the QC circle the employees can 
work on themes that might have originated as 
ad hoe ideas, but here they go through a sys­
tematic procedure in which the ideas are re­
fined and tested. 

After a theme has been completed, it is writ­
ten on a suggestion form and submitted to the 
suggestion system at which point it crosses the 
boundary between the parallel QCC organiza­
tion and the formal organization. As the parallel 
organization is separated from the formal line 
of command, decisions concerning suggested 
changes the formal structure and standards 
cannot be made by the parallel organization. 
The suggestion must be finally evaluated by 
line managers in their formal capacity. lf it is 
accepted, it will be made a part of the rules and 
standards of the formal organization. Thus an 
idea that originated among workers now be­
comes a part of their formal work standards, 
and the line management is responsible for en­
forcing it. 

The loop from the formal organization to the 
QCC Organization and from there via the sug­
gestion system back to the formal organization 
is devised in order to ensure the quality and 
feasibility of ideas and suggestions. This pro­
vides a bottom-up channel for the flow of initia­
tive from workers to management. The essen­
tial point is that the channel is formalized, 
eliminating much of the interpersonal random­
ness and uncertainty that otherwise might in­
hibit communication. ln other words, a sugges­
tion that comes through this system has much 
more clout than a direct suggestion; by going 
through ali the formalities, the workers can get 
the management's ear more easily than direct­
ly during the daily work. 

The two-way communication link between 
the QC circle and the QCC coordinator 
constitues the top-down flow of guidance from 
management to the circle. Use of this channel 
management can help inform the circles of 
pressing quality problems and corporate tar­
gets and provide other information that may 
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help the circle to see their efforts as a part of 
a larger whole. 

3.4 How to Manage the Parallel 
Organization 

The above conceptual description of Japa­
nese QC circles is an ideal model. The actual 
practice and results vary from company to com­
pany. ln a survey of 20 Japanese companies 
(Lillrank 1988), three management points were 
found to be essential for a successful QCC ac­
tivity. 

1) Proper guidance on the workshop-level. ln
Japanese companies a style of very close gui­
dance of the circle work produces the best 
results. 

2) lnterface. The single most important ar­
rangement that differentiated the successful 
companies from the less successful ones was 
the management of the suggestion system in­
terf ace. The key issue was whether there was 
a time limit for giving feedback to the circles 
about their suggestions. Workshops where 
there were clear rules that management must 
give an answer to a circle within a fixed time 
clearly outperformed workshops without such 
rules in both the quality and quantity of circle 
activity. The length of the time was of no con­
sequence (for details see Lillrank 1988, 
141-146).

3) Top support. QCC must be seen as a part
of the improvement of the total value added 
chain in a company. lf not, its value is reduced 
to that of minor, incremental improvements. Al­
though QCC activity is voluntary and dependent 
on the internal motivation that arises from the 
joy of problem solving, the activity also has a 
tedious aspect of rigorous problem definition, 
data collection and analysis, which may be frus­
trati ng. For this reason countinuous manage­
ment support ls necessary in order to keep the 

activity going. Large companies usually have a 
director-level manager overseeing the activity, 
supported by a promotion secretariat with 
several middle-level executives spending all 
their time on QCCs. On the shopfloor the 
average QCC coordinator in the above men­
tioned survey (Lillrank 1988, 96) spent 9.4 hours 
a month guiding about 4 circles. 

ln spite of massive support for QCC activi­
ties, they are not uniformly active. The common 
wisdom among Japanese QC managers has it 
that one third of the circles are permanently 
active, one third are active sometimes, and one 
third exist only on paper. 
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4. acc ANO JAPANESE MANAGEMENT

The above discussion makes it possible to 
examine the question »What is Japanese in the 
QCC activity» from a new perspective. The con­
tent of the QCC activity is directly influenced 
by the logic of modern industrial production 
which calls for the involvement of all employees 
in building quality into the production process 
and the establishment of institutions to assure 
continuous improvement and flexibility. The 
Japanese ability to capture and implement the 
most advanced ideas, such as workers' self in­
spection, continuous improvement, the build­
ing of quality into the production process, just­
in-time inventory management and time-based 
competition can be explaine simply by the fact 
that Japan is a latecomer in industrial develop­
ment. The Second World War was a breaking 
point which showed much of the old manage­
ment systems to be obsolete and brought a new 
generation of managers to the helm. Thus 
Japan could start its post-war industrial expan­
sion without much of the traditiona! problems 
of adversary labor-management relations and 
Taylorian doctrines of industrial management. 
This situation allowed the Japanese to borrow 
selectively from Western countries and quick­
ly »leap-frog» to the frontline of industrial de­
velopment (Dore 1973). Consequently the con­
tent and function of QCC is not necessarily de­
pendent on Japanese culture. The work of 
Kanter (1983, 1987) illustrates that continuous 
improvement and change can be institutio­
nalized by using organizational arrangements 
that are different from the Japanese QCCs. 

The social form of QCC, a small group based 
parallel organization, bears the marks of Japa­
nese organizational practices and traditions, 
which becomes apparent when comparing Jap­
anese Quality Control Circles to the Western 
applications, commonly called Quality Circles. 

Lawler (1986) in his discussion about em­
ployee participation describes Quality Circles 
in the U.S. as a parallel structure that does not 
significantly affect rewards, knowledge, power 
and information flow. He argues that if a par­
ticipative program does dot put these elements 
in place at the lower levels of an organization, 
there will be limited or no results (Lawler 1986, 
43). 

Employees as circle members enjoy problem 
solving, studying, and are given the opportuni• 
ty to discuss and present their results to 
management, thus increasing their individual 
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skills and confidence. As the ordinary work and 
rewards thereof remain the same, a discrepan­
cy develops between life in the circle and in 
ordinary work. Circle members may demand 
higher compensation for their newly acquired 
skills and more say in daily workshop matters. 
To the extent that management is not willing 
to respond to these demands, the circle 
program is bound for self-destruction; ironical­
ly, the more successful the QC program, the 
more likely it is to self-destruct (Lawler 1986). 

The situation in Japan is rather different, as 
exemplified by the difference in name: Japa­
nese QCCs are Ouality Control Circles while in 
the Western versions the term »control» has 
been dropped as offensive. The term »control» 
(kanri) in Japanese comes close to the mean­
ing of »management». QCCs are expected to 
contribute to the management and improve­
ment of their workshops. Japanese Ouality 
Control Circles are not primarily a participative 
mechanism. The main thrust of the program is 
to push quality control and continuous improve­
ment to the lowest levels of an organization. 
The participative and human relations aspects 
were, in fact, discovered only in the late 1970's, 
when the »blue collar blues» became a serious 
problem in the U.S. auto industry and Japanese 
mass manufacturers feared that the same 
problem would also land on their shores. (Cole 
1979). 

Why Japanese OCCa as parallel organiza­
tions do not self-destruct to the same extent 
as those in the West? The answer can be out­
lined as follows. 

First QCC are part of the total quality 
management effort and therefore receive a sub­
stantial input of management time, materia! 
resources, education and attention. 

Second OCCs are allowed to influence the 
·ordinary work. Although management preroga­
tives, and power and authority structures are
not affected, changes are allowed in work
procedures. Access to information improves
substantially due to OCC activities.

Third the Japanese have the social capacity 
to accept parallel realities. There is no need for 
»I call a spade a spade» -type of uniformity of
behavior across situations. Thus QCCs can
exist as a separate reality without implying the
need for changing the work environment. OCCs
are seen mainly as an institution to contribute
to the »enlargement of the pie», i.e., increase
company profits. The question about how to
»divide the pie» is handled by different institu-
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tions: labor-management joint consultation and 
the annual collective bargaining. Thus demands 
for more rewards, knowledge, power and infor­
mation can be channeled through different in­
stitutions. The acceptance of separate social 
realities also leads to the earlier mentioned 
situation where a large number of the circles 
exist only as a matter of formality in compliance 
with management expectations. ln more 
straightforward Western companies a voluntary 
activity that does not inspire or motivate people 
is simply allowed to die (for a detailed discus­
sion, see Lillrank & Kano, in press). 

Fourth, the Japanese corporate environment 
makes it possible to make employees partici­
pate in non-paid voluntary activities. Japanese 
workers can be asked to sacrifice their private 
time because Japan is still an authoritarian so­
ciety: management expectations work, even 
without direct commands. The authority is 
backed by the fact that regular Japanese 
workers are paid monthly salaries and annual 
bonuses that reflect the company's perfor­
mance. This kind of long-term systems reward 
tends to bring about a sense of fairness and 
diminish the demand for spot rewards of OCC 
activities. Further, seniority based salaries and 
a captive labor market inhibit labor mobility 
between companies, thus tying the fate of an 
individual to that of this company. 

ln spite of the popular myths about Japanese 
management and the loyalty and commitment 
of Japanese workers (see Pascle & Athos 1981, 
Vogel 1979, Ouchi 1981), comparative surveys 
have constantly failed to produce hard evidence 
to support the myth (see Cole 1979, Luthans, 
MacCaul & Dodd 1985, Lincoln & Kalleberg 
1985, Ohmae 1987). Quite to the contrary, a re­
cent survey by the All-Japan Federation of Elec­
tric Machine Workers' Union Reveals that 
American electric machine workers are more 
satisfied with their work and more loyal to their 
companies that their Japanese counterparts. 
Only 30% of the polled Japanese workers 
agreed with the statement »I want to put my 
best efforts toward the company's success», 
while 63% of the Americans agreed (JEJ 1988). 

There is no reason to believe that Japanese 
culture explains the existence of QC circles or 
to believe that the Japanese QC managers have 
got a free ride on their culture. The evidence 
suggests that even though OCCs exist because 
management is convinced that they are neces­
sary and is willing to make the necessary in­
vestments to support them, only roughly a third 
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of the employees are genuinely enthusiastic 
about the activity. 

Rather than envying the Japanese for their 
QCCs and their work-oriented culture, the ques­
tion could be put in another way: why have the 
Japanese opted for a rather cumbersome 
parallel organization? Couldn't quality control 
and improvement be handled in soma other 
way? The major reasons are that when QC was 
introduced in the late fifties, the country was 
poor and could not afford to train cadres of QC 
specialists. lt was considered more cost-effi­
cient to involve everybody in the QC process. 
Furthermore, Japanese company structures 
and human relations allow a great deal of com­
munication between levels in the hierarchy 
(Dore 1973) but the tone is still authoritarian. 
Within the ordinary company structure it was 
quite difficult to elicit any novel ideas from 
junior workers who were afraid of offending 
seniors who tend to dominate ali discussions. 
For this reason it was essential to hava the 
workers to engage in the activity by themselves 
in a peer group without the direct inference of 
Iina managers. 

5. CONCLUSION

QC circles are not a stand-alone trick that 
works by itself. Rather, QCCs should be seen 
as an indication of the general concern for oper­
ational effectiveness, continuous improvement 
and the philosophy of regarding human 
resources as a key to achieve competitive ad­
vantage. Even though QCC activities are volun­
tary, they require a significant input of manage­
ment effort in order to keep the activity going. 

The long-term, systematic investment in es­
tablishing a parallel organization for continuous 
improvement certainly has paid off. Many 
Japanese companies now possess a though 
and flexible organization that can respond 
quickly to the new challenges brought by new 
technology and time-based competition. The 
accumulation of problem-solving techniques 
and knowhow enables employees to make more 
production control decisions on the factory 
floor thus speeding up product cycles. 

ln leading Japanese companies product 
quality has already advanced t_o the point where 
no further competitive advantage can be ex­
tracted from added improvement. The Japanese 
find themselves forced to aggressively pursue 
new advantages: computer-integrated manufac-
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turing (CIM), time-based competition, design 
and R&D. The operations-oriented strategy of 
incremental improvement of existing systems 
has come to a crossroad and the Japanese are 
bound to go for more drastic innovations and 
breakthroughs. However, the Japanese ex­
ample does show that small, increamental im­
provements, when accumulated, can lead to 
breakthroughs of enormous consequences. QC 
circles as a social institution may already be 
past their peak. But the lasson about the im­
portance of continuous improvement is certain­
ly valid even though in different cultures and 
changing environments new social forms may 
have to be invented for its support. 
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