THE NKKEL WEEKLY sz

25

July 23, 2007

FEATURES

Private sector must grab reform baton

Japan must shed its insular
ways; have you hugged a
foreign investor today?

HIROSHI MURAYAMA
Staff writer

ously rid itself of its narrow-mind-

edness and break away from its
creaking inefficiency — an agenda
probably more crucial than that facing
the government — if the nation is to
continue reinventing and reforming
itself. This was the point driven home
by the speakers at “Roundtable Japan,”
held in Tokyo on June 1516, The inter-
national forum of pundits took up the
theme of “Thinking the Future of Japan
in the Global Context.”

Starting a discussion that turned
critical eyes on the workings of Japan’s
private companies as well as Japanese
society as a whole was Michael Zielen-
ziger. The author of the provoeatively
titled book “Shutting Out the Sun”
(*Hikikomeri no Kuni”l, Zielenziger
visited young people in Japan who have
shut themselves in their rooms, a
behavior called hikikomort, withdraw:
ing from society.

“Having met and interviewed many
young hikikomori,” Zielenziger said.
“] am convinced that many are cre-
ative and potentially innovative
young adults.”

He traces the hikikomori phenome-
non §o a society that he thinks disap-
proves of individuality and rejects
diversity. His line may sound like a
rehashed version of the oft-repeated
and all-too-familiar “closed Japan”
label applied overseas to this country.

But Zielenziger's penetrating analy-
sis into Japan's soft underbelly must
have seared painfully into the minds of
the Japanese attendees at the round-
table. One Japanese panelist after
another vehemently emphasized how
important creativity, diversity and open-
ness are if Japan is to continue its eco-
nomic growth as its poptlation shrinks.

Japan's private sector must vigor-

‘Anime’ economy

Yoshimasa Hayashi, senior vice minis-
ter for regulatory reform at the Cabi-
net Office. pointed to the fact that
manga, anime and pop music are some
of the areas where the creativity of
Japanese is highly appreciated over-
seas. He urged Japanwide efforts to
foster these industries.

Taro Kono, a member of the lower
house, then said the nation needed to
aceept immigrants, “We must change
our mindset as ‘new Japanese,” he said,
and become more open-minded to for-
eign workers.

The arguments advanced by Haya-
shi and Kono are already widely shared
among experts in vartous fields, Their
reasoning is as follows: Pinched by a
declining population, Japan will
inevitably have to replenish its deplet-

ing work force with immigrants. Eco-:
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ty and diversity in itself is a problem
Japan must address, but a siege mental-
ity haunting most Japanese seems to
get even worse when attention is turned
o the financial side,

As Japanese society rapidly ages,
more people are dipping into their
retirement nest eggs for meat-and-
potatoes spending, and as a result the
nation’s savings rate has been declin-
ing. The days are long gone when peo-
ple's rich reservoir of sav-
ings oiled the economic
machine, with robust busi-
ness investment bringing
about high growth,

The prospect of Japan losing its vigor
led Akira Kojima, chairman of the
Japan Center for Economic Research, to
urge the country to redouble its efforts to
attract foreign investment, saying fail-
ure to do so would result in Japan’s econ-
omy running dry on growth impetus.

Warning of what he called the sorry
state of current Japan, he said, “When
the rest of the world is scrambling to
lure capital to their individual territo-
ries from the outside, Japan is takinga
reverse course, driving foreign capital
from its shores”

Indeed, Japanese companies, fearing
takeovers by foreign firms, are re-estab-
lishing their cross-held shareholdings, a
practice they once appeared to have
abandoned. Tokyo’s official stance is
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one of embracing foreign investment, as
seen in jts;Invest Japan initiative, but
the fact is that the private sector, which
must be in a position to roll out the wel-
come mat for foreign investors, is turn-
ing its back on them.

“Reform is also necessary in the pri-
vate sector in accordance with globally
accepted rules,” said Takeshi Niipami,
president of convenience store chain
Lawson Inc. “We cannot make progress
in reform at the govern-
ment level alone. At first we
should welcome overseas
‘investors, so-called activist

et overséas investors, because

the activists” presence-might serveasa
eatalyst for change in how Japanese
firms manage their buginess.”

Pressure from foreign investment
funds and other overseas shareholders
could help drive ot slacker executives
from the management ranks of Japan-
ese companies, many of which still
take a back seat to their Western peers
in return on equity, a measure of how
well mansgement uses company assets
to generate profit.

“Tnless companies put their assets to
effective use, they will not help Japan
ineredse productivity, a major burdle
the country must clear to cushion the
impaet of 2 dwindling population.

In this sense, the watchfui eye of for-
eign shareholders could bring in more

Taro Kono and Wichael Zielenziger discuss what Japan has done to
d. Their discussion took piace in Tokye on June 15-16.

executives with acumen, which would
also play a role in reinvigorating the
nation's economy.

Self-complacency
In a Japan that has emerged from the
long tunnel of post-bubble stagnation,
the governmental sector has received
the primary blame for reform efforts
that have showed few results. In con-
-trast, the private sector has won praise
for strides made in reinventing itself by
shedding excess capacity and eliminat-
ing a debt overhang. Indeed, there isno
disputing that the ongoing expansion of
Japan's economy, the longest in the
post-war era, owes a large measure toa
private sector regaining life.

However, the private sector, while it
may be reinvigorated, is not without
frailty, And this was exactly the focus of
this year's “Roundtable Japan.” Many
attendees expressed misgivings that
Japan’s big business may be turning a
tin ear to what is wanted from the pri-
vate sector.

For example, an attendee from India
said he had got the impression that
Japan is indulging in self-complacency,
thinking that reform was accomplished.
This comment and similar ones from
others at the forum could well be a wake-
up call that Japan's private sector must
stand at the forefront to get the nation’s
reform endeavors moving along.
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