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Aim of the Article

The main of this paper is to examine the contribution 
of Benzaemon Inoue and Sumitomo Electric 

Industries (SEI) in the early development of what 
came to be known as quality control (QC) circles. 

The aim is achieved through the analysis and 
interpretation of archival records including journals, 

books, documents such as the SEI Deming prize-
winning submission of 1962 and private letters sent 
by Benzaemon Inoue to the author Kenneth Hopper.



Methodology

• This article uses archival business history 
methods to achieve the aims.

• The interpretation was adopted from a critical 
realist perspective

Overview of 
Methods

• The letters were printed, ordered by date then 
coded for relevance

Analysis of the 
Archival data

• Analytic historical narrative describing such 
elements as contextualisation, causation, 
events and concepts

Article Type



Benzaemon Inoue and Kenneth Hopper



Introduction to Benzaemon Inoue

• Born in Kyoto1906

• Graduated Electrical Engineering Department of Tokyo University 
and joined Sumitomo Electric (SEI) as an Electrical Engineer1930

• He was an assistant manager of the Osaka works.1949

• Transferred to Sumitomo Rubber Industries (SRI) after winning the 
Deming prize for SEI in 19621963

• Became President of SRI1964

• Then Chairman1969

• And finally Counsellor to the company1979



Inoue‘s Letters to Kenneth Hopper

•1979 Kenneth Hopper was introduced to Inoue through Peter Drucker. Drucker knew Charles Protzman who co-
authored the Civil Communications Sector (CCS) course and Takeo Kato from Mitsubishi Electric The First Introduction

•The letters between Hopper and Inoue start in 1979 and continue to 1985

•Available online at Drucker Institute at Claremont Graduate University, Claremont, CAThe Duration of the Letters

•The end of world war two and the American initiatives in training the Japanese
The Starting Point for the 

Questions

•Most of the letters are Hopper asking questions of Inoue related to SEI’s adoption of the CCS course and how SEI 
started QC CirclesHoppers Questions

•Inoue does not answer every question, but gives very important insights, which are used in this articleInoue's Replies



Contextualisation of Events Discussed in Inoue’s 
Letters

Japanese Industrial Output was severely curtailed at the end of the war

The American occupying force needed communication equipment to issue 
instructions to the Japanese to maintain control

Japanese quality was poor and manufacturing methods dated so SCAPHQ 
authorised a training course called the CCS

The CCS course methods were based on Scientific Management including 
Statistical Process Control (SPC) Inoue became a key participant in the CCS course



SEI Absorbs American Technology Transfer

• SEI themselves attempted to implement Scientific 
Management as early as 1945

SEI believed Japan lost 
the war due to inefficient 

management practices

• The Americans knowledge of industrial management; 

• American management methods, as taught in the CCS course, 
were systematised, which made them easy to teach and to 
learn

America had two 
advantages in 

management practices

• SEI also were active in the MTP and TWI training courses

The CCS course Inoue 
believed was the right 

course at the right time

• Statistical process control of quality was introduced and Inoue 
changed the organisation to a line and staff structure learnt 
during the CCS course

Quality management and 
changing the organisation 

structure



SEI Forges Ahead

Inoue credits three reasons why SEI was 
successful in driving improvements based on 

suggestion systems and participation

The Tokugawa Shogun legacy and its 
relation to a line and staff 
organisational structure

Inoue’s view on collectiveness at SEI

The role of the foreman in SEI



The Tokugawa Shogun Legacy and its Relation to a Line 
and Staff Organisational Structure

Tokugawa 
Shogun as 
defining 
Japanese 

society into 
clans lead by 

Daimyo

Daimyo 
devolved power 

within strict 
guidelines

This Societal 
structure 

reminded Inoue 
of the “line and 

staff” 
organisation 

structure

Inoue argues it 
was therefore 

easy to 
implement a 
line and staff 

structure in SEI 
Implication self-

directing 
workers within 

clan policies 

Suggestion 
systems worked 

well in this 
environment



Inoue’s View on Japanese Collectiveness

• Inoue states this drove competition within SEI and 
against other companies to be better at 
implementing QC circles and having more 
suggestions 

• However Inoue makes it clear that this may not 
have worked had SEI not implemented a line and 
staff organisation structure



The Role of the Foreman at SEI

Pre-1951 and the 
introduction of a line 
and staff organization

Personnel 
administration of 
his subordinates

Process control

Manufacturing 
technology

Maintenance and 
improvement of 

machinery

After 1951 Foremen 
freed up from 
administration

Training in SPC, 
TWI

Improvements in 
quality

Improvements in 
the 

manufacturing 
process



The 1962 Deming Prize Award

• Quality had significantly advanced 

• Quality had become a major element of company 
policy

• The renowned Professor Yoshio Kondo was one of the 
judges. 

By 1957 SEI decided 
to apply for the 
Deming prize for 

quality

• Based on a suggestion from an unnamed colleague

• Inoue stated he was concerned  Professor Kondo 
might object

• His concerns were unfounded 

Inoue big change  
taking away the 

inspection 
department

• SEI had implemented company wide Quality Control 
based on quality circles, not just in manufacturing

• The role of the line workers through participation 
driven by suggestion systems

• The removal of the inspection department and the 
reallocation of inspectors to the line

Professor Kondo 
refers to the SEI 
submission as 

“epoch making”



Findings

Finding 1

• SEI had a larger influence on the start of QC circles than currently 
believed

Finding 2 

• SEI used societal conditions in Japanese businesses to develop quality 
control beyond the American teaching. 

Finding 3 

• SEI used the collectiveness found in Japanese culture,  changed the 
organisational structure, which freed up the foremen to improve 
manufacturing processes

Finding 4

• The successful use of suggestion systems resulted in greater 
participation by the workers, which improved quality and processes 
faster



Questions


