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In The Great Transformation of Japanese Capitalism, Sébastien Lech- -

evalier writes that “the ambition of this book is to offer a very differ-
ent account from what is usually accepted about the trajectory of
[the] Japanese economy since the early 1980s” (p. 158). He notes that
until the end of the 1980s, the performance of Japan’s economy was
regarded as clearly superior to those of the United States and Europe.
However, the dominant viewpoint today is that Japan is inescapably
on a downward slope. Lechevalier states that from a neo-liberal view-
point, the stagnation of the Japanese economy is caused by the failure
of the Japanese socioeconomic system to adapt to a new global and
technological environment. He challenges this neo-liberal view, how-
ever, arguing that the neo-liberal solution to the Japanese economic
crisis is, in fact, one of the causes of the problems that Japan has faced
over the past thirty years.

In Chapter 1, “Thirty Years of Neo-Liberal Reforms in Japan,” Yves
Tiberghien provides a chronology of the structural reform pro-
cess of Japanese capitalism over the past thirty years and offers an
explanation for this process. In Chapter 2, Lechevalier discusses
the evolution of the model of the Japanese firm. Characteristics
of the classic Japanese firm—such as its employment practices,
corporate finance, and corporate governance—have been evolving,
but Lechavalier rejects the notion that this evolution is leading
into a convergence of the Japanese firm with the Anglo-Saxon or
liberal model of the firm. Rather, he finds an increasing diversifi-
cation among Japanese firms. In Chapter 3, Lechevalier shows that
there has been a decline in the classic Japanese forms of coordi-
nation of the economy. However, he also argues that this has not
been replaced by market-driven forces. Instead, the classical forms
of coordination in Japanese-style capitalism have been replaced by
new forms of collaboration.

In Chapter 4, Lechevalier discusses the rising level of inequality,
fear of downward social mobility, and employment security in Japan:
“Social protection in Japan was not accompanied by massive public
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expenditures because it was essentially based on the firm and the
family” (p. 100), The rise of inequality in Japan has been caused
by such things as the increasing level of non-regular work (such as
part-time and temporary work), which today represents more than
30 percent of the total work force and more than 80 percent of the new
jobs created, and by the increase in the growth of the so-called work-
ing poor. Lechevalier contends that “the rise in inequality in Japan
came from the introduction of neo-liberal policies without a corre-
sponding establishment of a real welfare state” (p. 101). Accordingly,
a new Japanese-style welfare system needs to be invented. Chapter 5,
written by Lechevalier and Arnaud Nanta, discusses the postwar
Japanese education system and the implementation of school reforms
since 1992,
In Chapter 6, Lechevalier questions the suitability of the American
Silicon Valley type of innovation pattern, which is characterized by
the prominent role of individual entrepreneurs in new, small startup
firms experiencing phenomenal growth thanks to a particular prod-
uct or technology, and is financed by venture capital. He points out
that although this innovation system has been raised to the level of
an American national model, in reality it is specific to certain indus-
try sectors—namely, information and communications technologies
and biotechnology. The traditional Japanese innovation system, on
the other hand, is the exact opposite, with domination by very large
corporations, financing by banks, the central role of industrial pol-
icy in coordination of research and development efforts, the relative
weakness of universities as a source of innovation, and intellectual
property rights disadvantageous to inventors, Lechevalier argues
that Japan’s long economic crisis is not due primarily to the Japanese
innovation system, however. In fact, he emphasizes that the strength
of the Japanese economy has been connected to other forms of inno-
vation, such as industrial organization—which, for example, the Toyota
production system is best known for. Accordingly, even though
most of Japan’s reforms have been inspired by the American system,
this has not led to a convergence of the Japanese system with the
American system.

In Chapter 7, Lechevalier focuses on the evolution of Japan'’s inter-
national economic involvement. He argues that there have been pro-
found changes in terms of opening up Japan'’s economy to the rest
of the world, as well as in terms of the evolution of its trading part-
ners. Up to the beginning of the 1990s, Japan’s economic growth was
driven by exports, mainly to the United States. However, from the
end of the 1990s, Japan opened up its economy, which was mani-
fested in the growth of foreign direct investment in Japan, and in its
imports from China, which became Japan’s primary trade partner in
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2004. Accordingly, Lechevalier asserts that “to call Japan today either
protectionist or mercantilist is a long way from reality” (p. 154).

Despite the changes in Japanese capitalism cited in The Great
Transformation of Japanese Capitalism, does all this really add up to
a “great” transformation of the Japanese economy? I do not believe
so. Changes in the Japanese economic system have doubtlessly been
evolving slowly, but conspicuously absent from Lechevalier’s analy-
sis are some important factors that are contributing to Japan’s eco-
nomic decline, such as demographic trends and Japan'’s refusal to
allow for the immigration of skilled workers and innovative entre--
preneurs. This is mindboggling, considering that Japan’s population
is the oldest and fastest aging society in the world and is simulta-
neously shrinking rapidly. According to the Japanese National Insti-
tute of Population and Social Security Research, the population is
projected to plunge from 128 million in 2010 to 87 million in 2060,
an incredible decline. Nevertheless, foreigners, who make up a mere
1.5 percent of the population, are not welcome to become citizens
of Japan’s ethnic-based Shintd society. Interestingly, the immigration
figures for Korea, historically an equally xenophobic society, are nearly
double; Korea is now finally accepting more foreigners into its work-
force and the Korean government and Korean business leaders are
actively promoting an increase in the numbers of skilled foreign work-
ers in Korean corporations. This is in sharp contrast to Japan. For
instance, Toyota, like most Japanese companies, is noted for its lack
of foreign staff, even though 74 percent of Toyota’s sales come from
abroad. With such statistics, how can Lechevalier make the claim
that Japan is not protectionist? Although Lechavalier discusses the
Silicon Valley model of innovation in Chapter 6, he totally neglects
a fundamental aspect of it: immigration of very talented and inno-
vative people from around the world. Immigrant Chinese and Indi-
ans run a very high percentage of the technology businesses started
in Silicon Valley, and, in some industry sectors, the percentage of
immigrant-founded startups in has increased to over 50 percent.
By contrast, Japan has not taken steps to internationalize its labor
force. The lack of women in Japan’s male-dominated corporate cul-
ture is another neglected topic. In short, how can Lechevalier claim
that a “great” transformation in Japanese capitalism has occurred?
I would argue that it has been only a “partial” transformation.
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