Preface to the Chinese Edition

When Ms. Peng Xiaomeng suggested the possibility of translating this book into Chinese, I accepted the offer with great pleasure. Although I wrote this book for all people interested in the modernization process of Japan, Chinese readers are particularly important to me. In addition to the obvious fact that China has the largest number of potential readers in the world, I firmly believe that Japan and China, the two leading countries in East Asia, now have to build a new, productive relationship in order to shape the world history of the 21st century. Scholars in both countries can contribute much to the leveling-up of the bilateral relationship by shifting the debate from the political and emotional level to the level of sincere exchange based on mutual respect and intellectual integrity.

Japan and China have a long history of interaction. During most of the last two millennia, the relationship between China and Japan basically remained that of one-way learning, with China as the teacher and Japan as the student. Through tributary trade and the dispatch of Japanese scholars to China, Japan enthusiastically absorbed Chinese letters, literature, philosophy, law, and political system which had become integral components of the Japanese socio-economic structure. This situation was much the same in other neighboring countries such as Korea and Vietnam. However, the learning process was far from continuous. Japan frequently interrupted the “lesson” by isolating itself to digest and reorganize what had been learned from China to suit Japanese needs and tastes.
According to Prof. Tadao Umesao, this is precisely why Japan could achieve cumulative development without losing Japanese identity (chapter 1). Had the door been always open, Japan would have been overwhelmed by the influences of a superior civilization. Had the door been always shut, Japan would have received no external stimuli to change and grow. The delicate distance between China and Japan, which allowed ancient navigators to cross with some difficulty, was the physical condition which made this possible. This manageable distance allowed Japanese society to evolve sequentially from competition among small states (3?-6 centuries AD) to the establishment of strong centralized monarchy (7-8c), decentralized land ownership (9-15c), reshuffling of regional land holdings among military leaders (15-16c), and reunification and the establishment of central rule under “feudalism” (17-19c).
With the arrival of the industrialized West in the mid 19th century, a significant change was brought about in the course of Japanese history. Unlike imported inventions and systems in the past, such as Western medicine or gunpowder which affected Japanese society slowly and partially, the impact of machinery-driven industrialization was extremely powerful and required the entire socio-economic structure to reorganize, in order to accept it. Thus the rules of the game changed in the 19th century, and the long history of teacher-student relationship between our two countries ended.
Because of the cumulative social evolution up to that time, Japan had internal conditions more suitable to play this game than China. It may be said that Japan was ready and even “hoping” for a strong impact from the West in order to grow further. The most important condition that pre-modern Japan had by the mid 19th century was strong capability in private-sector commerce and handicraft manufacturing, supported by nationally unified goods and financial markets, reliable transportation and communication systems, well-educated population, reasonably good economic policy, and the sense of national unity (chapter 2). These evolved naturally over the two centuries (1639-1854) when Japan was virtually closed to the influences of China and the West. It should also be noted that these conditions still remain difficult to achieve in many developing countries today.
What Japan did after that is explained in detail in the main part of this book, from chapters 3 to 13. Economically, Japan tried to absorb Western technology and industrialize as quickly as possible. Thanks to private dynamism backed by appropriate policy, Japan succeeded enormously in this and joined the rank of “first-class countries” by the 1910s. Politically, the system of constitutional monarchy was installed and parliamentary politics began in 1890. However, the framework of modern politics did not bring democracy immediately. Although significant efforts were made to promote liberty and people’s rights and to improve the actual functioning of the political system, Japanese politics was completely overtaken by the military in the 1930s. Why this happened, and what could have prevented this from occurring, remain one of the most important questions in Japan’s modern history. Although this book is mainly about economics, I have tried to address this issue as much as such a book would allow. I do not have any concise answer to this question, but I have described the social and economic conditions which bred Japanese militarism and fascism in some detail--the conditions which are frequently pointed out by respectable social scientists in Japan. I would very much like to know the views of Chinese readers on this.

After the war defeat in 1945, the Japanese economy again experienced miraculous recovery and growth, this time without staging external aggression. The source of rapid growth in the 1950s and 60s was basically the same as in the earlier period, and consisted of unstoppable private dynamism supported by appropriate policy vision and measures. Why Japan, and only Japan among the non-Western countries, could combine private and public strengths so effectively from as early as the 19th century, is another important question in Japanese modern history. Prof. Umesao’s theory mentioned above and explained more fully in chapter 1, which regards Japanese history as an endless alternation of external stimuli and internal digestion, partially answers this question. Under this cumulative historical evolution, a strong tradition of pre-modern commerce and industry was generated and the tradition of effective government leadership in economic policy formulation was forged over the centuries.
I would like to add two more specific lessons of Japanese modern history which may be of interest to the Chinese readers today.

The first is the concept of translative adaptation. This is the term used by Prof. Keiji Maegawa of Tsukuba University, an economic anthropologist, to indicate a process of global integration not overwhelmed by external pressure (chapter 1). Great social scientists in the past, such as Karl Marx, Max Weber and Joseph Schumpeter, each constructed a grand theory of capitalism and its historical evolution, but only from the viewpoint of internal development within the West. However, the market mechanism in developing countries is not internally grown but injected from outside. For this reason, we need another grand theory of “capitalist development” based on global integration, whose central theme is the dynamic interaction of domestic and foreign systems.
In proper translative adaptation, it is the developing country that determines which foreign systems are to be introduced and at what speed, instead of being dictated by foreign companies, foreign governments or international organizations. However, most developing countries cannot sustain this autonomy and often lose sight of where the country is headed. The balance of power between the strong West and a small developing country is severely lopsided to give the latter any bargaining power. In this regard, China is a rare exception because of its sheer size. Even with low income, China can exercise a relatively strong power to negotiate effectively with foreigners. In recent bilateral and multilateral negotiations, China has always asserted its position against the demands of strong nations in the West and international organizations.

Most nations in the process of global integration are not clearly aware of the fact that they are experiencing an interaction of two systems, internal and external, and that it is within their hands to consciously design the way the two are combined. Inflows of external influences are so dazzling, and required actions are so numerous, that the country loses time to stop and think. Meiji Japan (1868-1912) was also largely unaware of this situation until Soseki Natsume, a famous novelist, clearly articulated what Japan was going through (box in chapter 3). I hope that China will realize this situation, and design consciously and strategically how much to retain original systems and customs and how much to import foreign ones, without leaving it to circumstances. Uncritical acceptance of Western concepts is as unwise as total rejection of them. This realization is all the more important for China since, unlike other smaller developing countries, it actually has a power to implement what it wants.
Second, I would like to highlight the theory of business architecture. This is a latest,theory by Prof. Takahiro Fujimoto of Tokyo University, which is described briefly at the end of this book (box in chapter 13). I believe this theory will give China a clue on how to position its manufacturing system strategically in the context of global competition. Prof. Fujimoto and his group are currently conducting vigorous research on the differences in manufacturing systems across industries and countries. Chinese manufacturing industries, including electronics, semi-condoctors, motorbikes, and automobiles, are the central focus of their research.
The theory of business architecture postulates that there are two fundamental ways to manufacture industrial goods. The first is called modular architecture which is characterized by common parts and components as well as easy connection among them. The second is called integral architecture which aims to create unique products one by one through continuous interaction among upstream and downstream processes such as product design, parts production and assembly. Modular manufacturing is very flexible and can achieve a certain level of product quality in a short time, but it often gets stuck in excess competition, price wars and low profits, and the lack of R&D and product differentiation. On the other hand, integral manufacturing can reach a very high level of product quality but will take much time and money.
China excels in modular manufacturing while Japan is traditionally a country of integral manufacturing. Prof. Fujimoto further remarks that Chinese manufacturing is quasi-modular rather than genuinely modular since it relies heavily on improvements on copied industrial models rather than true innovation. This systemic factor should be carefully considered when we study the relative competitiveness and possible complementarity of the manufacturing sectors of the two countries. China should also recognize the strengths and weaknesses of its manufacturing industries from the perspective of business architecture, and attempt to overcome its weaknesses while developing its strengths to their full extent.
I hope that these arguments, all derived from the study of systemic interaction in the process of internal integration, will be useful to the Chinese reader.
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