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Preface

N 1958, fresh with a Ph.D. from Harvard

I University in Social Relations, I set out
as a social scientist seeking generalizations about the tamily and
mental health that would hold true cross-culturally. I chose
Japan not because I was a Japan specialist, for my ignorance
was vast, but because Japan of all the modern countries seemed
most different and hence the most critical for testing hypoth-
eses about modern society. I was convinced that to make
meaningful statements about the family and mental health 1n
Japan I first had to become immersed in Japanese life. By the
time my wife and I had been engulfed in two years of language
study, research, and Japanese-style living apart from foreigners,
I found myself far more interested in Japan itself than in social
science generalizations. In my field work report, Japan’s New
Middle Class, 1 tried to delve into the inner life of Japanese
families who were first our research subjects and later our
triends, leaving generalizations to others.

For the next two decades I could not satiate my curiosity
about Japanese society. I went to Japan almost every year,

continued to revisit old friends, read the research reports of
others, and kept reorganizing my thoughts each time I taught

my course on Japanese society at Harvard. New mysteries,

Vil
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new subtleties, new dimensions of Japan kept appearing, and
its constant change was a seemingly inexhaustible gold mine
for intellectual curiosity.

In the last several years, however, I have found myself,
like other Americans, increasingly preoccupied with what is
happening in America, with the decline of our confidence in
government, with our difficulty in coping with problems such
as crime, urban disorganization, unemployment, inflation, and
government deficits. When I first returned to the United States
tfrom Japan in 1960, I had not even questioned the general
superiority of American society and American institutions. In
almost every field we were substantially ahead of Japan, our
capacity for research and creativity was unexcelled, and our
natural and human resources seemed more than adequate. By
1975 1 tound myself, like my Japanese friends, wondering
what had happened to America.

In the meantime the country I originally chose to study
for other reasons had become extraordinarily successful. Japan
still does not have the world’s largest gross national product,
nor 1s 1t the leading country 1in the world politically or cultur-
ally. Yet the more I observed Japan’s success in a variety of
fields, the more I became convinced that given its limited
resources, Japan has dealt more successfully with more of the
basic problems of postindustrial society than any other country.
It 1s 1n this sense, I have come to believe, that the Japanese are
number one.

Astounded by recent Japanese successes, I found myself
wondering why Japan, without natural resources, was making
substantial progress in dealing with problems which seemed so
intractable in America. Convinced that Japan had lessons for
other countries, I was no longer content to look at Japan only

as a fascinating intellectual mystery. I wanted to understand
the success of the Japanese in dealing with practical questions.
My first inclination was to examine how such Japanese virtues
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as hard work, patience, self-discipline, and sensitivity to others
contributed to their success. But the more I examined the
Japanese approach to modern organization, the business com-
munity, and the bureaucracy; the more I became convinced
“that Japanese success had less to do with traditional character
traits than with specific organizational structures, policy pro-
grams, and conscious planning. For several years I have been
wrestling with the problem of understanding Japan’s successes,
and this book is the result of my intellectual labors.

I have wondered why it is that the full scope of Japanese
successes has not been presented more forcefully to the Amer-
ican people, especially since the most knowledgeable American
business, government, and academic specialists on Japan are so
acutely aware of them. I have concluded that the answer 18 -
deceptively simple. Most Japanese understate their successes
because they are innately modest, and more purposive Japanese,
wanting to rally domestic forces or to reduce foreign pressures,:
have chosen to dramatize Japan’s potential disasters. On the
American side, our confidence in the superiority of Western
civilization and our desire to see ourselves as number one make
it difficult to acknowledge that we have practical things to
learn from Orientals. I am convinced that it is a matter of
urgent national interest-for Americans to confront Japanese
successes more directly and consider the issues they raise. '

Since my message departs from conventional wisdom
about matters of great importance, it is vulnerable to criticism.
Some will say I have seen Japan only through rose-colored
glasses, that I can see harmony but not conflict, that I think
more of the privileged than the underprivileged, that I am
concerned with efficiency but not democracy, that I under-
estimate the difficulty of borrowing from a difterent culture,
and that my faith in America is wanting. I hope the reader will
conclude that I make no effort to conceal Japan’s dithculties,

but the aim of this work is not to present a rounded, balanced
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picture of how Japanese society works and how the individual
1s shaped. Its purpose is to describe selected aspects of the
Japanese national system that are so effective that they contain
lessons for America. Japan has many institutions America would
not want to copy, and these will be mentioned. The successes
Japan does have come at a price, and the price needs to be
considered. Japan is by no means a utopia and to some extent
shares the full range of problems found in every modern
society. If at times my description of Japanese practices sounds
like a model rather than an empirical description with all its
complexities, distortions, and imperfections, it is not because I
desire to idealize Japan but rather because I wish to elucidate
the essential features of a model we might consider for adop-
tion. The desirable features of the Japanese system are often
based on cultural traits different from our own which are not
easily adopted, but deep structural changes are possible, as the
Japanese proved in borrowing from the West. If anything, this
book is written because of faith in America, a faith that we do
not shirk difficult problems, that we will not be satisfied to hide
behind “the American way” to preserve indefinitely undesir-
able remnants of the past, and that we can make necessary
adaptations, even if they fly in the face of once-conventional
wisdom and require learning lessons from people we had not
regarded as mentors. _

I am indebted to the following people for helpful com-
ments on the manuscript: Walter L. Ames, Hans Baerwald,
David Bayley, John C. Campbell, Robert E. Cole, Albert C.
Craig, William G. Cummings, Richard Dyck, Glen Fukushima,
Willilam L. Givins, Nathan Glazer, Andrew C. Gordon, Carl
Green, Thomas Hout, Charlotte Ikels, Robert Immerman,
Alan Jehlin, Eugene J. Kaplan, Yoshio Karita, Donald Klein,
Thomas Lifson, George C. Lodge, David MacEachron, Gary
Marx, Terry C. McDougall, Michael McMullen, James C.
Morley, Richard Neustadt, Kazuo Nukazawa, Daniel C. Oki-
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moto, T. J. Pempel, David Plath, Lee Rainwater, Martin Rein,
Edwin O. Reischauer, David Riesman, Thomas Rohlen, Patri-
cia Steinhof, Katsuhiko Suetsugu, Keizo Takemi, Ray Vernon,
David Vogel, Donald Warwick, and John Wheeler. I am
especially indebted to George C. Lodge for his stimulating
discussions of American business and to Manabu Hara, Yoichi
Funahashi, Suzanne H. Vogel, Nicole Seligman, and Anna
Laura Rosow for cooperation in research. I am indebted to
countless numbers of Japanese friends for offering their help,
especially to Tsutomu QOuchi, Seizaburo Sato, and Yoichi
Miyazawa. I am indebted to Aida Donald and Susan Wallace
for editorial advice and assistance.
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A Mirror for America

N 1976 WE AMERICANS celebiated
] our bicentenary with fitting fantfare, but
we let the year pass without seriously reflecting on the suitabil-
ity of our institutions for the next century. Our press and
television have dramatized the difficult problems our nation 1s
straining to contain, but they offer little analysis. We know that
institutions that once served us well are now less effective, but it
1s more manageable and certainly more interesting to personalize
the cause, to attack someone’s corruption or secrecy or his
tailure to provide proper leadership, than to search for insti-
tutional alternatives. Our response 1s to make a new proposal,
enact a new regulation, or bring 1n a new charismatic figure to
clean up some organization, quickly.

We are at a loss to understand why these efforts are not
more successtul. Public-spirited politicians, although sensitive
to the inadequacies of government, must respond to short-range
political pressures, having no mandate to consider fundamental
changes. Business leaders are acutely aware of the increasingly
complex problems created by the political, social, and eco-
nomic environment surrounding the traditional business arena,
but they have neither the leisure nor the organization to respond
to them. Academuics, falling victim to their own specialization




4

Japan as Number One

and having little personal experience in management, are inade-
quately prepared to confront problems which are in essence
systemic and holistic.

One of the best vantage points for looking at our institu-
tions, for reexamining our assumptions and considering alter-
natives, 1s from another place that faces similar problems but
finds different solutions. As world leadership is shared by more
countries, we will have more to learn by studying their
successes. Of these other countries, Japan, the world’s second
largest economy, a modern democratic nation with a free
enterprise system similar to our own, offers us the best
perspective.

Considering the nature and scope of Japan’s successes, it
1s remarkable how little interest Americans have shown in
profiting from the Japanese example. As Japanese institutions
begin to function more effectively than foreign ones, many
Japanese now return from foreign study tours discouraged
that they found so little to learn, but they still scour the world
tor useful lessons or hints of lessons. Where American institu-
tions lag behind, America is still unprepared to learn from
countries outside Europe. Japan 1s studied by some Americans
as a fascinating culture with an interesting history, a subtle
literature, intriguing customs, and profound religious thought.
But those who seek to learn from Japan are from the world of
culture, not from the world of affairs. It 1s perhaps understand-
able that the Japanese, in the habit of looking abroad for things
to learn, continue studying, while Americans in the world of
affairs, in the habit of teaching the rest of the world, find it
difficult to assume the posture of the student, even when such
indifference to or casual dismissal of foreign success blinds us
to useful lessons. '

Japanese institutions provide a particularly illuminating
mirror for America for several reasons. For one, Japan, unlike
Western countries, has consciously examined and restructured
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all traditional institutions on the basis of rational considerations.
America’s political system was designed almost two hundred
years ago for a premodern agricultural society, and 1t has not
undergone any consciously designed major reorganizations
since then. New institutions have grown up piecemeal, with
no overall conceptualization of their desirability. Japanese
institutions have undergone two major explicit reexaminations
in the past 110 years to determine which institutions were
desirable. In 1868 Japan began a two-decade-long study of the
best institutions in the world in each sector: government, busi-
ness, education, military, and the arts. After World War 11,
under the direction of the Allied Occupation, Japan again
undertook a basic revamping of institutions to make them more
“democratic and more effective. Although the Occupation
ended in 1952, the Japanese continued reorganizing for several
more years, particularly in commerce and industry, which had
not yet modernized when the Occupation ended. In both the
late-nineteenth and mid-twentieth centuries Japanese leaders
attempted to select institutions appropriate for a country in
their circumstances and with their cultural tradition. The re-
sulting institutions more closely resemble foreign models than
those of traditional Japan, but Japanese leaders endeavored to
select the best models and then to make additional improve-
ments. In preparation for this selection, Japan developed
specialists who analyzed the strengths and weaknesses of com-
parable institutions in each modern country; no country is
more experienced in evaluating the effectiveness of existing
institutions and in creating or reshaping institutions by rational
planning to meet future needs. By looking at Japan we can
make use of this detailed evaluation of modern institutions.

A second reason why Japan is a useful mirror 1s that of all
the fully industrialized democratic countries, Japan, as the only
non-Western one, is the most distinctive. One should not
overstate its uniqueness: many of the practices to be discussed
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in this work can be found to some extent in Europe, Canada, or
Australia, and Japanese institutions were molded as much by
conscious decisions as by tradition. But Japan drew creatively
on its own tradition and adapted a variety of European institu-
tions in new and different ways. Because of Japan’s efforts to
recombine different traditions, no modern fully industrialized
country presents a greater contrast to American institutional
structure and provides greater opportunities for examining
underlying assumptions. '

Third, circumstance has forced Japan to pioneer in con-
fronting problems that are just beginning to distress America.
America established its patterns of government-business rela-
tions 1n an era when natural resources were, for practical
purposes, unlimited and people could dispose of their refuse
without devastation to the environment. In the future, it could
be disastrous if the government made no effort to control
energy resources and environmental pollution. When America
was a loosely populated country with ample land and economic
opportunities, people could have maximal independence with
minimal governmental interference. Now with increased
crowding it 1s desirable for the government to give some direc-
tion in the distribution of population. Before modern trans-
portation and communication, many decisions were wisely
decentralized to states, but with increasing mobility it is
desirable for the national government to bring some order to
increasingly complex, overlapping, and inconsistent state reg-
ulations 1n fields such as taxation, welfare, and education. In an
earlier era when American trade and commerce were over-
whelmingly geared to internal markets, it was not essential to
have a foreign trade policy. Foreign trade has by now grown so
rapidly that some American industries are in danger of being

eliminated and workers unemployed unless America develops a
trade policy consistent with the comparative advantages of

our economy.
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In all these spheres Japan faced the same problems earlier
“and responded more energetically. With almost no natural
resources, Japan decades ago had to adopt energy policies to
confront shortages that America i1s just now acknowledging.
With population overcrowding, Japan had to find collective
arrangements that represent everyone’s interest and reduce the
individual’s disruption to society as a whole, a problem less
serious in America before urban congestion. In 1868, with over
two hundred fifty local lords, Japan had more difhculties 1n
responding to the competition of other nations than America
did in 1776 and therefore worked harder to provide central
authority. For over a hundred years, to avoid foreign conquest
and catch up with the modern West, the Japanese government
had to assume leadership in dealing with broad issues 1n plan-
ning, restructuring, modernizing, and phasing out declining
industries, a leadership America i1s only now beginning to
consider desirable. As a small island dependent on international
trade for resources and markets, Japan decades ago began
developing a foreign trade policy that America now regards as
necessary. In short, Japan pioneered in developing policies ap-
propriate for America’s new circumstances.

A fourth reason why Japan is a useful mirror is that
Japanese institutions have been extraordinarily successtul.
These successes are not only economic but political and social
as well. While many are worthy of emulation, this 1s not to say
that Japan has an overall higher quality of life than America,
a judgment that would be subjective at best. Even though the
Japanese are dealing with many problems more eftectively,
they suffer from excessive crowding and serious shortages of
resources, problems from which America 1s happily spared.
Japanese institutions may not ensure even Japanese SuCCess
decades from now, because the Japanese are highly vulnerable
to world energy shortages, protectionism against Japanese ex-
ports, and growing competitiveness from developing countries
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with lower labor costs, all of which could have serious effects
on Japan regardless of the effectiveness of its institutions. It
1s difficult to argue that the present form of Japanese institu-
tions is best even for Japan in the future, for they must be
adapted to an era of slower growth rates and increasing
protectionism. One cannot conclude that adopting Japanese
institutions will enable America to escape serious difficulties,
because even the best Japanese institutions are imperfect and
many other tactors aside from those considered in this book
will affect our success. And not all Japanese institutions are
desirable and worthy of emulation. However, using measures
America has traditionally used to determine success, it is
readily demonstrable that in many areas Japanese institutions
are coping with the same problems we confront, more success-
fully than we are. Could we not profit by showing the same
eagerness to learn from the East that Japan has shown in learn-
ing from the West?

Many readers who note the Japanese successes in the pages
following will find ways to ignore Japanese patterns on the
grounds that they are costly, that they have inherent even if
not clearly unidentifiable weaknesses, or that they do not easily
fit the American tradition. I ask only that the reader who is
wont to say, ‘It won’t work here,” suspend his final judgment
until the last chapter.




2

1 he Jopanese Miracle

F JAPAN WERE an American state, it
would rank fifth in geographical size, fol-

lowing Alaska, Texas, California, and Montana. A population
of 115,000,000, half the size of America’s, lives 1n this area,
making Japan the most densely populated major country in the
world. About one-sixth of its land 1s arable, and even with high
productivity per acre, well over thirty percent of its food
supplies must be imported. With virtually no petroleum, iron
ore, coal, or other mineral resources, Japan i1s dependent on
imports for almost eighty-five percent of its energy resources.
It imports more timber from North America than it produces.
Producing Japanese foodstufts requires more farmland 1n
America than 1s available 1n Japan. From 1945 to 1947, as six
million soldiers and civilians, some of whom had been overseas
tor decades, returned to be supported by the home islands,
food shortages and malnutrition were widespread. One might
properly wonder, as many Japanese did, whether-a country the
size¢ of Montana with virtually no physical resources could

support over one hundred million people.

By 1952 when the Allied Occupation ended, Japan had
almost recovered its prewar levels of production, but its gross
national product was little more than one-third that of France

9
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or the United Kingdom. By the late 1970s the Japanese GNP
was as large as The United Kingdom’s and France’s combined
and more than half the size of America’s. The Japanese were
producing approximately as much steel as the United States,
but in more modern and efficient plants. In 1978, of the world’s
twenty-two largest modern blast furnaces, none was in the
United States and fourteen were in Japan. With more modern
plants and higher productivity, Japanese steel was outcompet-
ing American steel in American as well as foreign markets.
Making good use of its comparative advantage first in labor
costs, then 1n economies of scale, modern technology, and
organization, Japan built up highly competitive industries in
field after field.

In the early 1950s Japanese radios, tape recorders, and
hi-fi equipment were less competitive than their American
counterparts, but betore long they dominated the market. The
Japanese watch industry eclipsed the justly famous Swiss
watch industry. The British motorcycle industry was virtually
eliminated by the Japanese motorcycle industry, and of the
several most successful motorcycle companies in America, only
one, Harley-Davidson, is non-Japanese. The (German domi-
nance 1in camera and lens production before World War II has
given way to the Japanese. In optical equipment the Japanese
are similarly dominant. Even in fields remote from Japanese
tradition Japanese companies often outperformed their Western
counterparts. By the 1970s the sales of Steinway and other:
American piano- manufacturers were no match for Yamaha;
Muramatsu’s Western flutes were competing favorably with
Anmerican ones. Japanese dominance extended-into such diverse
fields as bicycles, ski equipment, snowmobiles, cut pottery, and
zippers. In the late 1970s, as the cost of new Japanese ships ran

twenty to thirty percent lower than European ones, European
countries were forced to resort to nonmarket mechanisms to

limit the number of ships purchased from Japan. This forced




The Japanese Challenge: The Japanese Miracle

Japanese shipbuilding companies, in the wake of the o1l crisis,
to operate at much less than capacity, but even then Japan
outdid Europe and America combined, for it produced about
fifty percent of the world’s shipping tonnage.

In 1958 Japan produced fewer than one hundred thousand
passenger cars, and through the early 1970s Volkswagen was
the major foreign car exporter to the United States. Soon
thereafter Toyota’s and then Nissan’s (Datsun) American sales
surpassed the (German manufacturer. By 1978 Volkswagen was
replaced by Honda, which became the third largest automobile
exporter to the United States. During 1977 Japan exported
over four and one-half million cars, while America exported
only a small fraction of that number. Japan sold almost two
million cars 1n America, while about fifteen thousand Amer-
ican-produced cars were sold in Japan. If market forces alone
were operating, Japanese car exports would have increased
substantially in 1978, but Japan chose to restrain its exports
artificially to avoid political repercussions in Europe and
America.

The effort to explain these Japanese successes as a result
of cheap labor 1s out-of-date, for by 1978 with devaluation of
the dollar, Japanese wages were slightly higher than those 1in
the United States.* If anything, modernization of facilities and
productivity Increases are more important in explaining Jap-
anese superiority. Economist Dale Jorgenson surveyed various
factors 1n industrial production and concluded that on the
average the modernity of technology used 1in Japanese manu-
facturing had edged past the United States by 1973. In 1975
one Japanese worker could produce about one thousand En-
glish pounds worth of cars every nine days, whereas at Britain’s
Leyland Motors, to produce the same value a worker took

* Since changes in dollar values do not always reflect changes in yen
values, dollar values throughout the book are calculated at 180 yen per
dollar, the approximate exchange rate in October 1978.
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forty-seven days. In 1976 none of the major European car
producers (Fiat, Renault, or Volkswagen) was able to produce
as many as twenty cars per man-year of labor, but Nissan
employees produced forty-two cars per man-year and Toyota
turned out forty-nine. In 1962 the Japanese produced roughly
one hundred tons of steel per worker, compared to four hun-
dred 1n England; but by 1974 Japanese productivity in steel
was estimated to be two to three times that of England. By
1976 a typical Japanese worker in a ball-bearing factory pro-
duced about three and one-half times as much as a worker in
RHP, the leading English manufacturer.

In several major fields such as computers, industrial chem-
icals, and film, Americans are still more successful than their
Japanese counterparts, and in these fields Japan still protects its
industries. In computers Japan already constitutes the most
serious challenge to IBM and other multnationals of American
origin, ‘and Japanese-made computers are already gaining an
increasing share of their domestic market while their protec-
tionism declines. In copying machines, Japanese market share is
growing rapidly. America is clearly superior in military and
‘nuclear technology, although Japanese technology has im-
proved so rapidly that Japan and the United States are now
engaged 1n large joint research projects. The Japanese have at
least temporarily given up their effort to manufacture large
airplanes, partly because of pressure from the United States to
buy American planes and ease the trade imbalance. Nonethe-
less, many parts for American planes are produced in Japan.

One measure of Japanese and American competitiveness
1s 1n the trade balance. America’s trade imbalance with Japan
approached ten billion dollars a year by the late 1970s with few
signs of abatement despite dollar devaluation and political

pressure. But if anything the imbalance understates Japanese
industrial competitiveness, for much of America’s exports are
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1n agricultural products and raw materials. Japan’s trade policy
until the late 1960s was among the most protectionist in the
world, and that once greatly impeded American attempts to
- penetrate Japanese markets. Despite rapid trade liberalization
In most areas, Japanese ministries still occasionally create spe-
cial difficulties for competitive American products, and until
the mid-1970s the United States government did not adequately
represent the interests of American companies in their efforts
to break into Japanese markets. But the primary reason for the
trade imbalance, as the Boston Consulting Group’s 1978 study
for the United States Treasury Department has shown, lies not
In Japan’s protectionism but in America’s inferior competitive-
ness and lack of interest in cultivating exports to Japan.
America’s competitiveness has declined compared not only to
Japan but to other countries. From the late 1960s to the late
1970s, of goods purchased by Japan from overseas, America
lost about forty percent of its market share to Australia, Korea,
Taiwan, and other Asian countries.

The extent of Japanese superiority over the United States
in industrial competitiveness 1s underpublicized in America,
but the true state of affairs was reflected by a high official of a
leading Japanese research center who privately acknowledged
that the United States with its highly competitive agricultural
sector has by now taken the place of Japan’s prewar colonies,
supplying agricultural products and raw materials to a supenor
modern 1ndustrial machine.

Unless America’s competitiveness is improved, short-range
palliatives—including devaluation of the dollar—are likely to
have little effect and the imbalance may well increase. Given
the decline in America’s research capacity compared to Japan’s

growing interest 1n research, the lack of encouragement by the
United States government to American business compared to

Japan’s encouragement of its businessmen, and America’s
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shortage of foreign capital compared to Japan’s growing sur-
plus, there 1s every reason to expect that the competitive gap
will continue to widen.

In areas where Japanese competitiveness has increased so
rapidly as to threaten large American industries, the United
States felt 1t necessary to impose nonmarket mechanisms to
reduce the Japanese threat. In the 1960s when Japanese textiles
threatened to overwhelm the American textile industry, polit-
ical pressures from America eventually led to ‘“voluntary
quotas’ by Japanese companies to avoid formal tariff barriers.
In the 1970s when it appeared as if several major American
television companies might be forced out of business by Japa-
nese competitors, Japanese companies similarly held back on
sales to the United States. In the case of steel, a complicated
formula, a trigger-price mechanism, was used to restrain steel
imports, a substantial part of which came from Japan. In the
late 1970s, as Japanese automobiles became so competitive that
they were already outselling American-produced automobiles
in California, Japanese car manufacturers raised prices to re-
strain exports to the United States and thereby avoid more
serious American protectionism. In textiles, steel, television,
and automobiles, informal restraints on Japanese exports to the
United States relieve immediate trade tensions, but as long as
this informal protection continues, it reduces pressures for
American industries to rise to Japanese standards of competi-
tiveness.

In international trade the Japanese have had to learn to
communicate in English and to adopt patterns of trade devel-
oped and originally dominated by Western countries. Despite
these obvious disadavantages, the Japanese have begun to
dominate international commerce as they dominate industrial
production. Mitsubishi Trading Company, Mitsui1 Bussan, Su-
mitomo Trading, C. Itoh, Marubeni, and Nissho Iwai are
rivaled only by each other, not by any foreign trading com-
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pany. For example, these six companies, to say nothing of other
large Japanese trading companies, conduct over half the two-
way trade between the United States and Japan. Because of
their superior information and contacts around the world, a
sizable portion of international trade not involving Japan is
now channeled through these large trading firms.

Japanese investment in the United States already exceeds
American mvestment in Japan and is growing at a much more
rapid rate as more Japanese companies establish plants and
purchase stocks and property in the United States.

Stagnation has been a serious problem in most modern
countries, and both the American and Japanese governments
are reluctant to stimulate their economies substantially for fear
of inflation. In the wake of the oil shock of 1973 the Japanese
government erred by overstimulating the economy, leading to
a very high rate of inflation for over a year. Except for this
brief period, however, in recent years Japan has not only
maintained a higher growth rate than the United States but has
kept 1its increase in wholesale price index lower.

During the 1950s, economic success was partly at the
expense of the Japanese consumer, and the social infrastructure
tor wage raises lagged behind growth and productivity in-
creases. However, 1n recent years per capita income and own-
ership of consumer goods have grown about as fast as the gross
national product and therefore far more rapidly than in other
countries. So striking has been the growth in consumer pur-
chasing power that foreigners in Japan now have difficulty
maintaining the standard of living of their Japanese counter-
parts without special allowances, and Japanese in America
consider luxury goods and restaurants very moderate in price.
There are many ways to calculate personal income, but if one
includes subsidized housing, by 1978 Japanese wages had
already surpassed American levels and are continuing to grow
at a faster rate. To be sure, sewage systems are not yet universal
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and house size and car ownership still lag behind the United
States although the gaps are narrowing. The retail distribution
sector is not as efficient as America’s and prices are high by
international standards. Using conventional price indices, Jap-
anese wages as of 1978 still buy less, but the average Japanese
spends less than public rates on housing and uses less beef and
other products that are high priced on these indices. Japanese
lead the world in household diffusion of television sets (espe-
cially color sets) and cameras. In possession of videotape
recorders, Japanese consumers are substantially ahead of the
United States not only in percentage but in absolute numbers
of owners. The quality of ski equipment on an average Japa-
nese ski slope compares favorably with the equipment on the
most exclusive ski slopes of Europe or America. Although some
may disagree with the subjective judgment that quality of
clothing in Japan is superior, on average, to that in the United
States, there is widespread agreement that the variety and
quantity of sports uniforms, clothing for weddings and other
ceremonial parties, company wear, and casual wear exceed that
of any other population, probably by a substantial margin. If
anything, the Japanese maintain their belongings 1n a better
state of repair than do Americans.

Transportation and communication systems within Japan
are rapidly pulling ahead of their Western counterparts. With
short distances Japanese use fewer airplanes than Americans,
but in rail transport the Shinkansen bullet train route from
Tokyo to Kyoto, opened in 1964, is more rapid and comfor-
table than anything the United States is currently considering
even on the most heavily traveled routes, although in 1977
America purchased some of this fifteen-year-old technology.
This line has already been extended to Fukuoka in the southern

island and, though delayed by objections to the noise, 1s being
extended toward the very northern tip of the main island.
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Rapid and convenient rail service throughout the country is
superior to European as well as American service.

The speed of the mail service undoubtedly compares
favorably with world standards, but it is in the application of
new electronic communications systems that Japan excels.
Video machines and facsimile reproduction machines attached
‘to telephones are more widely used than in any other country.
It took some one hundred computer specialists four years to
devise the system, but by the mid-1970s a customer could go
into any regular local branch bank and have funds transferred
to any other account in any local bank in the country by
computer 1n the same day. The computer systems for control-
ling steel production are more sophisticated than any Western
counterparts. The idea of putting all books and magazines on
computer tapes and having this information available through
a telephone or television system to every household in a nation
1S not unique to Japan, but Japan is far ahead of the United
States in working out the organizational, technical, and legal
problems. It 1s not impossible that Japan might begin to imple-
ment this system in not much more than a decade, far ahead
of the United States.

With the extraordinary movement of Japanese from the
countryside to the city after World War II and the un-
paralleled rapidity of change caused by industrialization and
Westernization, one might expect social disorganization to be
immense, for the strain en many people has been substantial.
It is difficult to find meaningful cross-cultural measures of
social disruption, but one such indicator is the extent of crime.
Observers uniformly note that people walk anywhere in Japan
at all hours of the might, fully confident of their personal
satety. To an extent that would shock Americans, the Japa-
nese carry a great deal of cash with them because they pay
large bills with cash rather than checks. Taxicab drivers give
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no indication of worrying about their personal safety. These
subjective judgments are supported by the data available.
Americans studying Japanese crime records, which are more
complete than American records, indicate that around 1960
the rates for major crimes such as homicide, assault, theft, and
rape were several times higher in America than in Japan. From
1960 to 1973 American crime rates rose 110 percent and other
modern countries’ crime rates went up also, except for Japan,
where they declined further.

One might suspect that the Japanese neglected culture and
education in their efforts to obtain rapid economic growth, but
if anything cultural imports have proceeded as rapidly as tech-
nological imports and have been diffused among the population
with equal speed. Japan leads the world in percentage of young
people who complete high school, about ninety percent. Al-
though a higher percentage of Americans enter a university, 2
higher percentage of Japanese complete universities. Although
the average number of years of formal schooling 1s very
similar in the two countries, Japanese children attend school
slightly longer hours each day and about sixty more days per
~year than their American counterparts. They spend far more
time in supplementary educational classes, and most do sub-
stantial extra studying in preparation for high school or univer-
sity entrance examinations. Westerners familiar with the Japa-
nese educational system observe that Japanese students, on the
average, are more familiar than most Western students with
world history and current events. In mathematics and science,
the only areas where there is reliable quantitative information
on comparative international skills, Japanese youth substantially
outperform their counterparts in modern Western nations. The
Japanese also rank high in music and artistic capacity and n
physical agility. The Japanese young people’s knowledge of
English far surpasses the American student’s knowledge of a
foreign language, although their knowledge of spoken English
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cannot compare with that of most Europeans. But given that
virtually no Japanese knew English in 1945, the progress of
Japanese in learning a foreign language within a generation has
perhaps been unique among large nations, and the progress
continues.

It has often been noted by foreign observers that the
Japanese absorb an extraordinary amount of factual informa-
tion for entrance examinations at the high school and university
level. Despite sometimes intense cramming, Japanese adults
retain an unusual eagerness for data on topics as diverse as
international affairs, politics, history, science, and the arts. Al-
though one or two countries rank ahead of Japan in readership
of daily newspapers, if one combines readership of books,
magazines, and newspapers, Japan is clearly ahead of any other
country. Whether, as some foreigners would argue, the pro-
grams of the two national TV channels, NHK and NHK
F.ducational Television, are qualitatively superior to public
network programs in other countries is difficult to evaluate, but
they are in any case outstanding. Through the major dailies,
the ordinary Japanese reading public gets a breadth of infor-
mation about basic world developments that compares favor-
ably with the best of foreign newspapers. ’

With an industrial output which has now surpassed that of
the Soviet Union concentrated in such a small area, the Jap-
anese have confronted a most severe pollution problem. Since
the early 1970s when the problem gained prominent attention,
the Japanese have responded with pioneering techniques now
being studied by Americans seeking new solutions to their
pollution problems. The standards for pollution control for
new plants and the amount spent on pollution control by the
mi1d-1970s surpassed that of any other country. By the late 1970s
the most serious sources of pollution had been substantially
- reduced; for example, American and European auto manufac-

turers had to make special appeals to be allowed to sell new
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cars in Japan for they did not meet Japanese standards for
emission, which by the late 1970s were the most rigorous 1n
the world.

The Japanese national health insurance program does not
offer high benefits by Western European standards. However,
an observer in Japan is impressed that people seem lively and
wear their age well, that obesity and debilitating illnesses seem
uncommon. These impressions are supported by the statistical
data that is available. By the mid-1970s Japan had the lowest
infant mortality rate of any country in the world. Perhaps the
best overall measure of a nation’s health system i1s the longevity
of the population. In 1955 Japan’s average life expectancy was
over four years shorter than America’s. By 1967 Japan’s aver-
age life expectancy surpassed America’s, and in 1977 1t sur-
passed Sweden’s, to become the longest of any nation in the
world.

The question of satisfaction with life requires more
subjective judgments. If one looks at international public opin-
ion data on complacency and self-satistaction, the Japanese
rank low. They seem to have aspirations for betterment as high
or higher than any country in the world. But forelgners who
observe the Japanese in public commonly conclude that 1n a
sense of involvement in purposeful activity, of dignity in
performing their work role, and of pride in personal appear-
ance, the Japanese rank very high. It is tempting to dismuss the
Japanese as automotons who know nothing but work. Accord-
ing to the 1977 International Labor Organization Yearbook of
Labor Statistics, in 1976 the average American work week was
40.0 hours and Japan’s average work week was 40.2 hours. It
one took full account of unreported overtime, a typical Japa-
nese may work an average of three or four more hours a week,

but even then the total work week is in the range of Western
Furopean countries. Those who have observed Japanese fami-

lies and other groups in private have concluded that in zest
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for life, delight in carefree relaxation, and enthusiasm for
recreation, the Japanese are no laggards. As they say of them-
selves, they like to work hard and to play hard. Many thought-
tul Americans visiting Japan express amazement at the tidiness
of urban facilities, the reliability of public transportation, the
courtesy of commercial personnel, the affluence of department
stores, the quality of restaurants, and the virtual absence of
derelicts and alienated slums. They end by wondering, like
Japanese vistors to America, why Americans cannot make their
cities and their organizations work as well. '

In gross national product, standard of living, political
power, and cultural influence, Japan i1s not number one in the
world today. In gross national product per person, Japan sur-
passed the United States in 1977 or 1978, according to varying
estimates by economists; but barring significant yen revalua-
tions, even if present trends continue it will take well over a
decade before Japan’s gross national product surpasses that of
the United States. With all fringe benefits added in, the average
Japanese family income has surpassed that of its American
counterpart, but in purchasing power, as measured by conven-
tional economic estimates, the average Japanese in 1978 had
not yet surpassed his American counterpart. Although measures
of purchasing power are subject to question, because the pack-
age 15 geared to American tastes and the Japanese are more
frugal, pay less interest because of fewer debts, and draw more
income from savings, there 1s no doubt that Americans enjoy
more housing and yard space. _

Japan has thus far chosen to maintain a low posture in
international political affairs, to cooperate with other nations
rather than take initiatives, to defend its own interests rather
than assume responsibility for preserving peace and order
around the world. Its political influence cannot now compare
with that of the United States.

In cultural affairs, national influence tends to lag decades



22

Japan as Number One

behind economic power. Western European nations that can
no longer match Japan in economic power still enjoy greater
cultural respect and influence than Japan, and the Japanese still
pay respect to the manners and arts of Western Europe. More
Japanese take piano lessons than Americans, to say nothing of
the number of people studying Japanese arts and music. How-
ever, in Western art and music, despite rapid Japanese ad-
vances, America still enjoys a preponderance of outstanding
artists and musicians. The Japanese lag far behind in the
number of Nobel prizes received for science and literature,
although there may be grounds for wondering whether they
receive the recognition they deserve. The Japanese on the
average engage in more physical exercise than their American
counterparts, but Americans clearly outperform the Japanese
in most international athletic competitions. The gap between
the United States and Japan in political power and cultural and
athletic performance is narrowing, but not as rapidly as the
gap in economic capacity. At present, in political and cultural
influence and even in gross national product Japan is not the
number one power in the world.

Yet in the effectiveness of its present-day institutions in
coping with the current problems of the postindustrial era
Japan is indisputably number one. Considering its limited space
and natural resources and its crowding, Japan’s achievements
in economic productivity, educational standards, health, and
control of crime are in a class by themseives. This success 1s
more striking when one considers how far behind Japan was
in many of these areas not only in 1945 but even 1n the mid-
1950s, after recovery from World War II was essentially
complete.

Many Americans seem interested in finding some explana-

tion of how the Japanese have used unfair tactics to outperform
other countries; charges that they are imitators, narrow eco-

nomic animals, and dumpers and that their government and
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business have illicit intimacy are not uncommon. Such facile
attempts to explain Japanese success may ease American anx-
ety about our performance, but not only are they unfair to
the Japanese but they blind us from learning about Japanese
success and condemn us to talling further behind.

Japan has serious problems aside from crowding. Its uni-
versities are generally mediocre, discrimination against Koreans
and the descendants of Tokugawa-period outcasts (burakumin)
widespread, defensiveness against foreign contamination re-
lentless, government bumbling in planning projects such as
Narita airport sometimes distressing, and big business treatment
of public complaints often arrogant. Since the focus of this
book 1s not on a rounded picture of Japan but on practices
potentially usetul for Americans wanting to improve our coun-
try, such problems will be considered in detail only where
relevant to the question of whether these problems are essential
parts of institutions we might want to borrow. The institutions
that follow were chosen because they are crucial for under-
standing overall Japanese success and because they could be
models that America would do well to emulate.



PART TWO
Japanese Successes
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Knowledge:

Pursust and Consensus

F ANY SINGLE FACTOR explains Jap-

I anese success, it 1s the group-directed
quest for knowledge. In virtually every important organization
and community where people share a common interest, from
the national government to individual private firms, from cities
to villages, devoted leaders worry about the future of their
organizations, and to these leaders, nothing is more important
than the information and knowledge that the organizations
might one day need. When Daniel Bell, Peter Drucker, and
others hailed the coming of the postindustrial society in which
knowledge replaced capital as society’s most important re-
source, this new conception became a great rage in Japan’s
leading circles. But these leading circles were merely articulat-
ing the latest formulation of what had already become con-
ventional Japanese wisdom, the supreme importance of the
pursuit of knowledge. 'h
It 1s not always clear why knowledge is needed, but
groups store up available information nonetheless on the
chance that some day it might be useful. Information gathering
1s general and specific, long-term and short-term, formal and
informal. Organizations send out observation teams and invite
in experts. They gather information from classrooms and golf

27
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courses, from conferences and bars, from think tanks and tele-
vision. They gather it from professionals and amateurs, friends
and foes. New friends are cultivated because they might pro-
vide access to information, and new groups are formed to
select and process the information. Potential sources are care-
fully nurtured so that further queries can be processed as
needed. New areas of knowledge are explored to provide new
clues, and people are assigned to spend several years mastering
potentially profitable specialties. The process is nothing if not
thorough.

(GROUP LEARNING: RoUTINE AND URGENT

Whenever two people are together, the one imparting in-
formation is accepted as the teacher, and the listener becomes
the student. Everyone is expected to be a student part of the
time, and a good student 1s admired at any age. The good stu-
dent displays modesty, humility, persistence, and forbearance.
In a group setting, if the student thinks the teacher less than
fascinating, he may doze discreetly; if he finds the teacher less
than outstanding, he conceals it. He may not challenge the
teacher’s wisdom. He accepts the framework of assumptions
of the teacher, and if encouraged to ask a question, finds one
that will enable the teacher to demonstrate his abilities. The
student 1s bound by his role as a learner and seeks to learn
what he can; he does not try to impress others with his clever-
ness.

Study 1s a social activity which continues throughout life.
By the time Japanese youth complete formal schooling, not
only have they acquired general information, but they have
acquired the habit of studying in groups. Even if they read
alone, they discuss their reading with peers. University educa-
tion may be more important for certification than learning,
and the social atmosphere may impede probing, but 1t does
not impede groups of students from continuing to learn, nor
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does it impart such confidence that students can consider
themselves expert before they begin their employment. After
he is employed, the school graduate is prepared to receive his
specialized training and he remains receptive to broad general-
ized training. At his work place the new employee first under-
goes long periods of specific training as an apprentice with
properly humble status and throughout his later career fre-
quently participates in a variety of study groups. An employee
is encouraged to engage in work-related study even when
there are no study groups, and a housewife, young or old, 1s
encouraged by family and friends to study how to be a better
housewife, mother, and, later, a better mother-in-law and
grandmother. Adult education courses, oftered by local com-
munities, companies, newspapers, and department stores as well
as universities, are extraordinarily popular. }

Off the job, an employee 1s constantly looking tor op-
portunities to learn what might be useful for his work; but he
also tries to learn important things with no apparent immedi-
ate relationship to his work, for they might prove usetul 1n
the long run. When a foreign visitor comes to Japan, most
Japanese almost instinctively think, “What can I learn from
him?” and the three million Japanese who now travel abroad
each year look for little hints of new 1deas they might apply
at home.

The penchant for study may be rooted 1n groups, but 1n
no arena is it more clearly manifested than in the mass media.
Sports magazines, adult comics, some weekly magazines, and
some television shows are almost exclusively for entertainment,
but newspapers, magazines, and television are also expected to
convey generous amounts of information. Not only do Japa-
nese spend more time reading than their American counter-
parts—whether it be newspapers, magazines, or books—but a
higher proportion of the media they encounter 1s designed to
enhance knowledge and skills. Each of the two largest Japanese
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newspapers have a circulation of about six million, much larger
than that of the largest American daily. The several largest
Japanese newspapers, each with more specialized reporters and
more foreign correspondents than any American paper, can
provide their readers with highly detailed background infor-
mation. Because these large newspapers are national rather than
local, public awareness of national and international issues is
greater than in the United States. Japanese newspapers in 1976
had a circulation of sixty-one million, the same as the United
States or almost twice as large a circulation per population.

Numerous serials inform Japanese specialists in an almost
infinite variety of areas of interest. Herbert Passin, chairman of
Columbia University’s sociology department, commented that
when he wishes to give new ideas an airing in Japan, he and
Japanese intellectuals can find many publications where their
1deas will be immediately printed, whereas in America it would
at best take many more months to find an outlet. Some thirty
thousand new books are now published in Japan each year,
about the same as in the United States. Since World War 11
approximately one hundred fifty thousand books have been
translated into Japanese. Not all of these are for conveying
information, but the amount of information flowing into En-
glish trom other languages is miniscule compared to that trans-
lated into Japanese.

E.ducational television is generously funded, and a signifi-
cant proportion of programming time 1s devoted to basic edu-
cational courses rather than to elite entertainment. Courses on
five foreign languages—English (at several levels, from “Ses-
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