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PREFACE

The primary purpose of this book is to contribute to pragmatic
knowledge for the reduction of existing as well as latent economic
conflict between the United States and Japan, and for the better
management of our interdependent economic systems. More spe-
cifically, we wish to produce practical implications and recom-
mendations for business and public policy leaders through
identification of similarities and differences in the behavior and
process of formulating and implementing policy on three different
levels in Japan and the United States. These levels are national,
industrial, and corporate.

The problem—the original motivation behind our research en-
deavor—is that Japan and the United States have not sufficiently
understood one another, particularly in the processes and behavior
of objective formulation and implementation. There have been
many actual instances in which a lack of mutual understanding
aggravated the problem on various levels between the two coun-
tries. The result has almost always been further frustration charac-
terized by the United States “pushing harder” and Japan “pulling
wrong.”

We have identified many sources of such a lack of understanding,
misunderstanding, and miscommunication between the two
countries on the national, industrial, and corporate levels. We feel
we have explained comparatively to American businessmen and
public administrators why Japan has developed her characteristic
institutions and processes, how they are rational and efficient in the
Japanese context, and how their malfunctions and problems are
solved. This intention has been motivated by our observation of
general dissatisfaction resulting from such “explanations” that take
the form “Japanese phenomena occur because they are Japanese.”
Likewise, we have explained some American institutions and pro-
cesses by contrasting them to the Japanese.

There is a considerable amount of literature relating to United
States-Japan relations. However, little of it systematically considers
the differences between the United States and Japan in the basic
concepts involved in viewing micro- and macroeconomic systems
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such as the firm and the economy. For instance, not enough has
been done about the comparative concept of relations, e.g., how the
two countries differ in answer to such questions as what relations
basically mean, which is central in analyzing United States—Japan
relations. Let us look at it a bit more here.

It has been found in our research that the two countries’ manag-
ers hold a common concept of the future—that the future is to be
created. The difference is that U.S. managers think that the future is
to be created essentially by individuals, while Japanese managers
think that the future is to be created by mutual relations. Similar
research I conducted in the mid-seventies revealed that the domi-
nant Japanese view was that the future emerges out of the un-
known, beyond our control or creation. This indicates that the
Japanese view has changed drastically during recent years, coming
somewhere near the U.S. view. However, the difference still is
clear.

Atempts to create the future involve planning. Therefore, the
concept of planning implies the concept of how the future is
created. We have found that there is a great deal of difference in the
concept of planning between the two countries. U.S. managers
understand planning in terms of informational exchange and the
formulation of the skeleton, and they wish to take part in the
process, while Japanese managers deem planning to be the process
of formulating a blueprint of collaboration and thus a detailed
program of concerted action. Half of the Japanese managers sur-
veyed, unlike their U.S. counterparts, were willing to leave the
planning of the overall framework to top management.

The individualistic view does not favor detailed programs of
action in fear that they might not allow individual freedom within
the overall framework. For similar reasons, this orientation prefers
participation in creating the overall framework. However, the
Japanese concept that the future is shared through mutual col-
laboration presumes that the frame is created with all members of
the organization taken into account, making it unnecessary for
every member to participate in creating the framework.

Collaboration holds the possibility of conflict. The concept of
conflict is almost diametrically opposite in the two countries. U.S.
managers seem to feel that conflict is inevitable, and to some extent
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natural, and that when it does occur it is best to face it and argue for
a fair solution. In contrast, Japanese managers feel that conflict is
unnecessary and undesirable and that it is best to solve problems
without contention or confrontation.

What differences in the concept of relations do these differences
in the basic concepts create between the two countries? The U.S.
view tends to conceive relations as competitive and instrumental
and liable to produce zero-sum games (a gain for one party is a loss
for the other), while the Japanese view sees relations as in-
terdependent and liable to produce positive-sum games (it is possi-
ble for both parties to gain). In the latter view, relations are deemed
conducive to mutual benefits, while in the former, there is no
natural tendency to mutual benefit. As a result, Japanese tend to
create organic organizations, while Americans tend to create
mechanistic organizations.

A critical implication of the difference in the concept of relations
is that the two countries diverge in their basic understanding of
which international relations serve their common interests—for
example, Japanese emphasize mutual spirit while Americans re-
quire mechanistic rules.

This difference in the concept of relations is more deep-rooted
and significant than we might think. In fact, one of the findings from
our collaborative research is that the major differences between the
United States and Japan in the process of managing economic
systems, from the firm level to the level of industrial policy for the
economy, have roots in the different concepts of relations.

For instance, I compared intracorporate relations between Amer-
ican and Japanese managers among twenty-five Japanese subsidiar-
ies in the United States and fifteen U.S. subsidiaries in Japan. Three
out of every four American managers in the Japanese subsidiaries in
the United States were frustrated, ultimately because of the con-
ceptual differences that lie behind Japanese decision making and
interpersonal relations. Aside from some subtle changes currently
underway in Japan, the Japanese firm is communally owned by the
employees, sociopsychologically speaking. This concept of the firm
is connected with the concept of employee relations as the com-
plementary and lasting relations of co-owners.

In contrast, U.S. executives deem intracorporate relations to be
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instrumental for attaining objectives centering on profit making and
manage them as mechanistic relations based on job descriptions.

With these differences undiscussed but subconsciously rooted in
their minds, Americans who work for a Japanese organization can-
not truly become part of it. As a result, they cannot participate
effectively in the decision-making process. This causes frustration.
The main subject for discussion in mixed organizations should be
how to hybridize their differing concepts of the firm, i.e., which is it,
individuals or their mutual relations that make decisions to create
the future. Such discussions should lead the way to finding a com-
mon ground or context on which Americans and Japanese can
collaborate better.

Minato and Roehl compared Japanese interfirm relations with
those of the United States within the context of the subcontracting
structure. The Japanese subcontracting structure is pyramidal with
the core assembler on top. Interfirm relations in Japanese sub-
contracting arrangements are long-term, interdependent, and non-
contractual. In contrast, the issue for the assembler in the United
States is “make or buy” parts needed for assembly. If you decide to
buy them, the relations between suppliers and the assembler are
short-term, contractual, and arm’s-length. Clearly, different con-
cepts of relations are working in the two countries.

In the analyses, Roehl emphasized economic analysis such as
technology transfer costs in Japanese subcontracting, while Minato
advocated the advantage of organic interfirm relations seen in the
Japanese structure. This implied that the difference in the concept
of relations existed not only in economic realities but also in the
mind of the researchers.

Sakurai and Haley compared intragovernmental relations be-
tween the two countries, centering on the formative processes of
industrial and economic policy. In Japan, critical in the processes of
policy formation are long-lasting relations, both within the minis-
tries and between the bureaucrats and industry, based on little
personnel turnover, and the resultant effectiveness in information
collection. In the United States, personalities in Congress play a
major role, and since personnel turnover is always high, policy
making fluctuates greatly. The underlying legal culture in Japan may
be highlighted by an emphasis on societal harmony, while its coun-
terpart in the United States may be the right of the individual. The
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premise behind the culture is complementary relations in Japan,
while it is universal rights on the basis of zero-sum competition in
the United States. Thus, the differences in the process of policy
formation between the two countries cannot be separated from the
differing concepts of relations.

Ishiyama and Pugel analyzed government-people relations, cen-
tering on the process of industrial-policy implementation. Amer-
icans believe in free enterprise, with competition at the base of all
economic relations, and insist on small government. As a result,
they are skeptical about industrial policy that is formulated largely
by government. An associated thought is that industrial policy tends
to be a source of inefficient allocation of resources and market-
distorting.

In contrast, Japanese government, industry, and academia have
collaborated to dream up the future Japanese industrial structure
characterized by knowledge-intensive industries. Tax reform, con-
sidered as a form of industrial policy, has been characterized by
confrontation-evading behavior in Japan, while it has created many
scenes of outright confrontation in the United States, in the observa-
tion of Pugel.

Thus, the concept of relations has penetrated every level of
economic systems, and its substantive differences baffled mutual
understanding sometimes subtly and other times drastically. Having
valued relations, Japan seeks for them seemingly almost at any cost.
Without knowing of the “hidden” internal relations but knowing
Japanese values through experience, the United States has tried to
solve its problems with Japan by exerting pressure on Japan. This
truncated version of United StatesJapan relations is indicative of
the superficial mutual understanding of the other country’s concept
of relations. In this book we are trying to suggest certain policies to
overcome these problems.

Our methods of research have essentially involved crossbreeding
within a binational eight-person team consisting of four pairs of
Japanese and American researchers. Under a research grant from
the United StatesJapan Foundation and administrative support from
Aoyama Gakuin University, the four pairs conducted independent,
comparative research on their respective problem areas in the first
year. In the second year, the eight researchers engaged in intrateam
discussions of their findings in order to draw common implications
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and recommendations, as well as to develop a new paradigm of
United States—Japan relations into the twenty-first century.

We looked for scientific explanations through comparative-
pattern models of process and behavior. Explanation may be con-
trasted with description as telling us not merely what happens, but
why particular occurrences develop. Our main approach has not
been quantitatively analytical, but data handling has been numerical
in part.

In the processes of information collection and analyses through
interviews and questionnaires, we used some interactive methods
between the Japanese and American researchers as well as between
the researchers and selected practicing interviewees developed
most recently under a genre of new paradigm research. This
approach was made possible by our backgrounds and experiences.

For instance, Sakurai has constantly served on numerous com-
mittees and subcommittees of the Ministry of International Trade
and Industry for seventeen years and has lived three years overseas.
His partner, Haley, has been involved in research and other pro-
fessional tasks in Japan six times for a total of six years, besides his
experience in West Germany and Australia. Ishiyama had been an
official in the Japanese Ministry of Finance for sixteen years and
lived overseas for six years. His partner, Pugel, was Associate Direc-
tor of the Center for Japanese Business and Economics at New York
University, and invested a year in Japan to do this research in close
association with Ishiyama. Minato was an Economist for the Osaka
Prefectural Institute of Economic Research, primarily for small busi-
ness, for eight years. Roehl is known as a Japanologist with much
direct involvement in Japan. Both Roehl and Haley speak Japanese
fluently. Hayashi worked for a Japan-based multinational firm for
four years, and has been engaged in empirical research involving
numerous multinationals in Japan and overseas for the last sixteen
years, including fourteen years living overseas. Hayashi’s American
partner withdrew from the project because of insurmountable cir-
cumstances. Cole contributed his chapter in his place.

We are fully aware, however, that familiarity does not necessarily
grant an explanation, particularly a scientific explanation, though it
helps us to see one. Furthermore, a scientific explanation is not
necessarily a semantic explanation: if the person across the cultural
divide to whom an explanation is addressed in this type of prag-
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matic comparative research does not “get it,” the meaning has not
been conveyed. As you have seen, our binational team is well
qualified in this respect.
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