Diamond. What happened to the Japanese between 1979, when your book was published and then the lost decade they seemed to have that dragged on until really this year, when the economy turned around?

Vogel. I think that it was not really a lost decade, but it was not used as well as it could have been to respond more quickly to some of the problems. Two things went wrong: there were some mistakes in the late ‘80s in terms of managing the economy. And it created a bubble and that bubble burst and it caused a lot of problems. They were slow in resolving those problems.

They also had a problem adjusting from what’s required when you’re a catch-up country and what’s required in the new highly globalized economy, where things have to be more flexible and a little faster. 
Diamond.  Were we in the West too quick to write off Japan? Given what we’re seeing happen in sectors like automobiles?

Vogel.  I think American views of Japan are very much covered by what’s going on in the financial pages. From the point of view of investors, Japan was probably wasn't a good investment in the ‘90s. My view is not the view of an investor but to consider how strong a country is overall in terms of society meeting its needs. I think that Japan was stronger than Americans and a lot of Westerners realized.

Diamond.  There’s a widening income gap in Japan. Will this disrupt Japanese society?

Vogel. Japan has done quite well in finding lots of little jobs for the people at the lower end. I think a lot of Japanese are conscious of the gap and quite properly trying to prevent it from getting too big. Japan is much better at the overall issue of income inequality than say the United States or China. 

Diamond, There’s a sense in Japan that public education is not what it was and not what it should be, is there a bad cycle coming for Japan because of the current generation?  Is it something they can break? 

Vogel. Their students still have high scores on international tests, even though they've lost some. As policy, giving more attention to making schoolteachers an attractive profession is very important. I think this business of having double schools, and having students pay little attention at school and then go to juku for such long hours, that’s not a healthy situation. 
Diamond. Is Japan destined to be passed by China and India, and will we see perhaps Japan as number three? 

Vogel.  There are a lot of things Japan can do that China is not going to be able to do in the next few decades.  China does not have the legal basis for controlling patents, to encourage the ablest people in high technology to do spend that much time (on research). China is not going to be able to send companies abroad. It does not have the advantages in technology, quality, loyalty to company, management skills. In terms of presence in the global economy, that combination of high technology, solid organization, work dedication, I think the Japanese are still going to be outstanding, maybe still the world’s leaders in that. So while the overall size of the Chinese economy will be bigger, at the high end of the scale, Japan at least for the next several decades will have a very important specialized role that it can play very well and should play very well. 

Diamond. With China’s rise, where do you see Japan in geopolitics?

Vogel. Japan has played it very badly the last few years in a number of regards. Structurally this is partly because some politicians tried too quickly to take over the role of the bureaucrats without giving proper play to people, for example, in the Ministry of Foreign Affairs, who still have the expertise and understanding.

Abe’s visit to Beijing gives Japan a new opportunity. It’s important to use this opportunity. And it’s going to require some real work on Japan’s part. Japan needs to take the initiative and show that at the same time they want to be proud of what their history is, that they are willing to have an overall examination of what went on in World War II, not just apologize and say we’ve already apologized. That’s not going to sell around the world. 

Diamond. Is the rise of Abe a good thing for Japan? 

Vogel.  It has very exciting potential. China has given signals to its people that it wants to value this relationship. It would be wise for Abe to find a way to not visit Yasukuni because of consideration for neighbors. He has other ways of respecting those who sacrificed and worked for World War II, that will show that while he’s a strong nationalist, he’s also a strong internationalist.

Diamond:  What would you say will be Koizumi’s legacy? 

Vogel. It will be seen as several years of really ruining relations with neighbors. While he’s done a few things that perhaps freed up the economy a little bit, he hasn’t taken the major steps he said he would. He did sort of set a pattern of populism in dealing with the public that I think will require future prime ministers to be good public speakers and good at TV in a way that wasn’t true in the ‘50s and ‘60s, where the important thing is that they be a solid leader with good understanding.  

Diamond. You’ve met a number of important Japanese CEOs. Who were the most impressive and inspiring? 

Vogel. Doko Toshio, the head of Toshiba, was an extraordinary man. Even when he was head of the Kaedenran he was willing to have sardines and rice for supper, have his wife cut the hair of his kids, not take any money in his pocket. And all the money he made he passed on to a school his mother founded for wayward girls. 

Ibuka, at Sony. Morita was the grand salesman, but Ibuka had a sense of sense of moral quality and dedication as well as craftsmanship. 

Matsushita was an extraordinary man, who went from making bicycle lamps in the 1920s and who grew with his company and began to develop a grander sense as the company grew. That was really quite an extraordinary capacity to continue to grow with all those new opportunities.

Diamond. How about the current rank of Japanese management? 

Vogel.  The Toyodas are an impressive family, dedicated to quality, very modest, who live low-key, who don’t show off, and don’t live the fast life. 

The leader of Onyx – Miyauchi -- maybe the kind of new businessperson who understands the global scene and can express himself in foreign language and explain things. 

Kobayashi Otero is another one who is so natural and comfortable in the West, a global person who has high standards of morality and is a dedicated, good businessperson in his own company. 

Diamond. In Japan there is a sense that people who were born just prior to and after World War II were stronger than the generation of  the the 1960s.

Vogel. There’s a generation maybe around the world that experienced World War II who distinguished between good and evil and really wanted to make a better world and were really very dedicated to that. It had had a solid principled training and blossomed out. 

Some of the Japanese now, they haven’t had that dedication and that solid core of training, and yes, sacrifice, that the generation from the ‘30s and ‘40s had. There is one group in the new generation that I like a lot, a new generation of politicians in their 40s who‘ve had a year or two abroad. I would say there are 20 or 30 in that category, like Kono Taro, and Shiozaki and Hayashi Yoshimasa, and Takemi Keizo. They understand international things and if allowed to develop and given encouragement could really become major statesmen. 

Diamond. How does Japan in the 1960s and 1970s compare with China now?

Vogel.  There are so many differences. China has such huge scale, they were so much further behind, Japan had been coming up since Meiji, and China was suddenly rising and therefore China had to rely a lot more on foreign companies coming in and teaching them technology. So much of the foreign trade in China is handled by foreign companies. China has almost endless supplies of cheap labor. By the ‘60s and ‘70s Japanese labor shortages were such that wages rose, creating a more equal society. But that meant that they lost the competition internationally for low wage labor-intensive goods. 

One thing that China is doing better – they’re getting more people trained who can operate in English in international meetings, who can explain their purpose and who understand enough about other parts of the world that they can come up with ideas that are good for those countries as well as for themselves. 
