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Regional Revitalization, a Global Endeavor

| was pleasantly surprised by how well -received my speech was onregional revitalization when | was
invitedtot he Boston Consul ting GrMaug 2037 Semeattendeeswere sormgpressed mvith
developments in rural Japan that they voiced interestsin investment plans. My stories of regional revitalization were
taken up with extreme curiosity in France and Argentina as well when | spoke with my counterpart ministers.
Clearly, the claim that regional revitalization is a globally common theme and endeavor is in no way an exaggeration.

There are caveats to this excitement, however.Even within Japan where regional revitalization has been
designated as anational pillar of economic growth, there seemto be somefundam ental misunderstandings on what
the undertaking entails. With this in mind, itis my sincere hope that through sharing stimulating dialogue with
renowned experts and examples of regional revitalization in various parts of Japan , this book can close in on the true
essence ofwhat regional revitalization is and serve as a referencen whatever capacity it can. Perhaps it can offer

motivation for action and guide those already on their own paths to improve their districts .

Defining Regional Revitalization

In my capacity as Minister of Regional Revitalization, | worked under the belief that attaining regional
revitalization is synonymous with raising the a verage income of a given area.Based on the groundwork that
economist Yasuyuki lida laid in his works titled oLearning from Mistakes in Regional Resurrection, 6 | saw there was a
clear need toestablish one universal definition for the concept. Until my tenure as Minister, Japanesepeople operated
under a variety of assumptions on what regional revitalization was, including halting population decline, reversing
the overconcentration of talent and resourceson Tokyo, creating jobs in regional areas, and making rural parts of the
country physically appealing. The result? Confusion, a lack of synchronized policymaking, and ultimately,

unsatisfactory economic effects.



As Carl von Clausewitz articulated in On War, one common objective must be designated when attempting
to achieve something great as a group. Government officials , forced to meet multiple demands, tend to fold numerous
issues, ideals, andgoals into one policy, often losing sight of their primary intention s. | would know &1 used to be one
myself. As Minister, however, this would be unacceptable.

In principle, r aising the average income is to make a profit. Local districts can host large firework events or
create mascos for their towns, but without any actual profits, all efforts are in vain. Without increased incomes there
is no promise of sustainable growth for the region. Now more than ever, there is a serious need forlocal districts to
contemplate and strategize on how to draw in revenue, keep money from flowing outside, and sustain profits.
Profitable regions naturally draw in more people, resources and capital. This is the essence of regional revitalization.

Next, what | &@ueepbeaaded g,isdonthein tolfullyaembrace the spirit of self-help.
2018 marks the 150 anniversary of the Meiji Restoration that began an era ofindustrialization and modernization to
Japan. Little known to the Japanese people today, their ancestors living during those revolutionary times encountered
an existential crisis in their daily lives many did not even know how to feed themselvesin a new era where their
soci ety 0 s longaherisbed phdosogh ies had taken a 180-degree turn. It was in this climate that an academic
named Masanao Nakamura submitted a request to the Meiji governm ent to study abroad in England to learn how
their small island nation was able to conquer the seven seasWithout any success at the tail end of his two -year
journey, alocal politician there handed Nakamura the book 6 S eH ef| pyéSamuel Smiles o6 Thi s may be wl
been | oo kéewagtold. Dhe Japanese scholars said to have jumped with glee upon reading it, declaring that it
enshrined the strength of the English. He immediately began its translation into Japanese,making the work a best
seller with four times more circulation than in England. With one million copies sold, it is said that there was one in
every household,andtoget her wi th Yuki chi Fukuzawa 0 siti®na exaggenatiom that a g e m
the two works formed the foundations of the societal psyche. The work heavily influenced numerous people who
built Japan into what it is today. | was moved when | saw an original copy belonging to Sakichi Toyoda, founding
father of what it is now Toyota Mo tor Corporation, treasured in a glass case in their Commemorative Museum of
Industry and Technology.

The teachingsf r o m -H & le firé quite simple in nature d do not rely on others; your own genuine efforts
are the only path to success.This lessonis highly applicable in the field of regional revitalization and is just as
pertinent to society now as it was 150 years agoNo matter the definition of the term, it is n ot possible to achieve any
tangible results without the independent will and effort to impr ove your own region. Depending on the state will not
lead to anything in this endeavor. Even if outcomes are initially baby steps,o n & din abilities that lead to profits are
the only way to achieve sustained regional growth. In my school of thought, our basic policy stance as national
policymakers is to offer assistancein the form of information, training, and finance to those regions making genuine

efforts through self-help.

The Man Who Embodied the Spirit of Self -Help: Sazo Idemitsu

| would like to take the opportunity to introduce an example of modern Japaneseself-help. The movie

Fueled: AMan Called Piratebased on anaward-winning novelt hat i | |l ustr at ldesandhesfalded! d e mi t s



business tactics gained popularity in late 2016. | must admit | had a particular curiosity in it since his company,
Idemitsu Kosan Co., Ltd. finds its roots in my hometown of Moji in  Kitakyushu , Fukuoka Prefecture. A crude plot
summary: in order to skirt inane regulations at the time which restricted petroleum sales, Idemitsu has the outrageous
idea to begin buying and selling it in open waters. Through multiple episodes of clashing with regulations, political
forces, and Japanese traditionitself, his unconventional spirit of self -help culminated in an international legal fiasco
known as the Nissho Maru Incidentwhere he circumvented British control of the oil and purchased it directly from
Iran. My favorite part of the movie was a scene depicting his office full of employees mourning what they had
thought was the end of their company on August17th, 1945, two days after the end of
| de mi t s u StaareBuiklidg. if yau have timetocomplain. &6 coul dndét hel p bravinadde move
initiative he showed after suffering such a physical and psychological defeat from the most destructive war
humankind has ever experienced. This, | thought, exemplifies the spirit of self -help.

Inworkingtowar ds oOr ai sing average incomesoO as the withenf i niti
the finer nuances of the concept that regional revitalization is also an exercise in bringing back the spirit of self-help to

the Japanese people.

RESAS: A Practical Tool for Regional Revitalization Efforts

With that said , many who wish to make profits for their region through the spirit of self -help will not have a
clue in how to go about starting. This is natural.

The first step | would like to recommen d for people in Japanis taking advantage of RESAS: the Regional
Economy Society Analyzing System . This powerful tool acts as a hub for numerous sets of data from both the public
and private sectors, all bundled into a visible and convenient platform that anybody with an internet connection can
utilize. Policymaking has been traditionally based on instinct, experience, and personal credenced implementing
RESAS allows us to take an important step towards much needed evidence-based policymakin g (EBPM).

Through RESAS, a user can effortlessly see with great detail what industries are successful (or not) in their
hometown or the flow of people moving in and out of their region. Using this data, people can begin contemplating
how to generate revenue and study economic activities in their vicinities to begin planning innovative busines ses that
their area lacks. Cases willof course vary, and different regions have different strengths and weaknesses,butwe 6 r e
already beginning to see success giries.

Japan is in a state whereits citizens have no choice but to give their best efforts. Keeping this in mind, |
began my one-year tenure as Minister of Regional Revitalization with a visit to the town of Ama in Shimane
Prefecture. In order to truly make a difference, | knew that | had to see and learn from what movements were taking
place on the ground, thus beginning my journey to 303 locations in 144 municipalities across 46 prefectures.

In Ama, | found what | believe to be a clue to understanding the true essence of regional revitalization. The
2400person town is more of a village situated 60 kilometers away from the mainland. Although b lessed with
abundant marine products, the oysters and squid taken from the island had to be shipped on a four-hour ferry to
neighboring Tottori Prefecture to be sold in markets. Shipping costs were not cheap, the freshness of the seafood was

compromised, and if the ferries were cancelled due to a storm (which are not uncommon there), the entire catchwas



wasted. As one can imagine, thef i s hircamgbwere not that high. In a time of a declining and aging population
that coincided with thenPr i me Mi ni ster Juni chiro Koi zredocedtaxregehueuct ur al
allocations to local governments, the island was in peril.
Enter Michio Yamauchi in 2002, a former executive staff member of NTT, a major Japanese
telecommunications company. After being prodded to run in the mayoral election, Mr. Yamauchi and his city
employees begandesperately contemplating what could save the island. Their solution was to purchase the Cells
Alive System, or CAS, to better preserve their marine products.
CAS is anew magnetic device that attaches toflash freezers to greatly improve their abilities . Driven by his
desire to help declining regional parts of Japan, ABI. Corporation President Norio Owada spent 20 years developing
this technology that prevents microstructur al damages caused by ice crystal formationthat occurs during
conventional freezing of seafood. This allows for long-term storage that does not compromise the fresh taste of food
products. Seeing its potential, Mr. Yamauchi knew that this was the answer. There was one problem & the city lacked
the funds for the in itial investment . He stepped forward and cut half of his pay, leading to the top ranks of the city
staff forfeiting 30% of their own salaries, which prompted city councilors to follow suit. The movement was able to
squeeze 200 million JPY (1.8 million USD) into the CAS budget whi ch stirred | ocal resi det
advocating for the cause as well. The central government had no choice but to assist in the undertaking afterthe cause

picked up that much traction.

Preparations for implementing CAS freezing began in 2004, and in March of 2005, the BHometown Ama
CAS Freezing Centeio opened. The total construction cost came to over 500 million JPY,and everyone feared a pyrrhic
victory. olf this failed, we were all domed, é comment ed
Their main trial was finding a nd maintaining appropriate distribution channels, which proved to be
difficult. CAS products were unprecedented, and the market value was a mystery. Ultimately , the stakeholders
resolutely agreed on prices on their own with the underlying principle that fishers, the local economy, and consumers

must all benefit equally from sales, but with prices 30% higher than competing frozen good s, finding buyers was



initially arduous. Supermarkets, hotels, and department stores rejected CAS products without hesitation. One

Japanese pub chain finally agreed to try out the revamped Ama seafood with the perspective that if the quality was
high enough, they were willing to give it a try . Word of mouth that the chain had incred ible fish spread like wildfire.
From there, Ama began putting strength into online and direct sales, eventually moving on to processing foods and

making profits far above theinitial investment costs.

During my visit, | was personally able to have ataste of Ama rock oysters, their signatu re product. Although
technically frozen for two years, the freshness and zestmade it hard to believe that they w e r ejusBptucked out of
the ocean.Thesegy st er s wer endt t he o nlIThe hgrvesirg ofsduid,twhich s dificulctapeedia e d .
and thus makes for precarious profitmaking, no longer became a cause of headachesas the supply side became stable
through CAS freezing. Moreover, due to theseeffective freezing and transportation capabilities, fewer parts of the
squid now have to be disposed of, leading to less food loss and greater profits. Anxieties over poor harvests and
weather becamerelics of the past, andf i s haanua \Bagesrose to 1620 million yen (90,000-180,000USD) With
stable high incomes came confident initiatives from the city. Perhaps their highest priority was education 0 the island
began accepting outside students in order to maintain their one and only high school and even opened a cram school
in order to push its youth to pursue higher education. Inspired residents began taking their own initiatives, leading to
aranch opening and sea cucumber aquaculture project. Taking note of theseand other developments, more than 400
people have migrated to the island from urban areas.

Mayor Yamauchi assertively claimed, o Muni ci pal governments should pros
entrepreneurship through effectively leveraging local resources andgovernmentgrants.| 6 ve had peopl e a
who wanted to build large scale factories on the idand, but I flatly reject them because they tend to pull out at any
sign of aneconomic downturn . They ar end6t i nvested in the c¢ommu theytleagveisor t
a hollowed -out hopeless town. If a company is to succeed, it needs to beresilient, have local roots, and be cherished
by |l ocals. 6 | f oun dessence dirégionaltrdvimlzaionwddullydembracihgethe spirit of self -help
and struggling to make a profit.

Thus began my journey of regional revitalization field research around Japan.
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Fireside Chats on Regional Revitalization: 0 Maki ng Profits is the First Step in

Associate Professor, School of Political Science and Economics, Meiji University

Yasuyuki lida

The only exit froma downward spiral of deficit tmaking a profitable region is to strive towards raising average incomes
To Revitalize a Region is to Raise its Average Income

Yamamoto: 16 m of t hei b@s i iefmp o htaa nwhat tegiond revitadizatiord actually is before any boots

hit the ground . I n your work oLearning from Mistakes in Regional
revitalization is to rai se the average income ofagivenar ea. | coul dndét agree more. Mak
and without that, there would be no r egi otirelas minesteriwithahisi z a t

constantly in mind. Can you tell me more about this?

lida: Regional revitalization has always been widely interpreted with opaque Key Performance Indicators (0KPI6 s ar e
measurable values that demonstrate how effectively an organization achieves its goals).| t 6 s t© useeasilya |
identifiable KPIs, since whether or not the regional revitalization was successfulbecomes instantly clearwhen we use

them. When you have a vague definition of revitalization like simply ostimulating the local economy,é you get a false

sense of accompli shment even wi tedmthHeieXercidea faiture,ragdipdoplectake e s ul t
comfort in the fact that there was some successT hi s woul d have been okay in the pa
rapidly growing and there was | eeway in government budget wusag@coubeut w
we candét measure peopleds happiness using i ncipaneasievel s

shared goal that everyone can work towards. Regions thata r & abl@ to make profits only go further into debt . To fill

those holes,the government gives them subsidies and grants. They become reliant on those creating a spiral of debt.

The only way to break the cycle is to raise income levels from the bottom up.

Yamamoto:l coul dnd6t agree more. One aspect | particularly 1li
you want to rally a group of peopl e to make something happen, there needs to be one goal. There are things we need

to achieve of course, such as making livable cities, fighting depopulation, etc. etc. The list goes on, but without just

one clear goal, the focus is blurred, and nothing ends up being accomplished. Raising average income levels tackles
numerous problems at once, and is very to the point.

lida: There are actually two points in raising average incom
understand. The secondis that without setting this as the goal, the objective of regional revitalization would have

been to increase the population. Japan is demographical!l
And if we set population -based goals, regionalrevitalization would have been doomed as a policy. | knew that had to

be avoided.

Yamamoto: True. Population policy is an endlessnational topic that should be addressed separately. So within raising

average income |l evels, whatds necessary? How should peop
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lida: Fi rst and foremost, I think it &ccusitoorpuchoh Bokyb. Intmany ragiamal i o n
peopl esd minds, making a profit equals selling goods and
inherently bad, but we need to keep thapeopleafdoklhabsi pédsspe:
similar goods are produced all throughout Japan without much distinction. Along the same lines of thought, reducing

the amount of goods and services sold from Tokyo to the rest of the country may become important. The capital 8 s

main export domestically iswhatd s cal |l ed ébeadqe a frahchisederdlf theese headquarter services

are reduced, regional debts willalsogodown. Sel | i ng to foreign countries is a so
make profits.

Professor Akira Yamasaki from Chuo University came up with the concept of regional revitalization tactics that
leapfrogover Tokyo. | With all offthase similar produatsgtuffed into Tokyo that are hard to distinguish

with a regionds name, the pr odiaaforeignsnarket Bha pradutt seareds autiammp | y 0
unique, and outside of Japan, the product gets to distinguish itself from the domestic consumer pecking order. Apples

from Nagano Prefecture and Aomori Prefecture are famous domestically; they have the name value and are sold at

great prices just because of where they were made. Unfortunately, that means apples produced in other parts of the
country have difficulty entering the market. I'tds the sa
Prefecture enjoying a positive bias as being the best.Japanese consumers tend to mistakenly rate products from little-

known places as inferior, but in overseas markets, these products can shed themselves of the bias that they have
domestically.

Yamamoto: | see. t was May 2017, | think, that | discussedregional revitalization in a meeting with executives from

the Boston Consulting Group, and | was surprised by how much traction it picked up . Goods too common for a local

market can sometimes be very attractive for fore igners. What can be done to help shift attention to overseas markets?

Points to be noted when the regional areas shift focus to foreign countries

———— d

/

"
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lida: | think rural Japanese are far tooinfluenced by Tokyo. Many falsely believe that merchandise not marketable in

Tokyo will not be sold in foreign countries or that some very big plan is necessary to sell thé products in foreign

countries. People inregional areas and evenchambers of commerce tend to still believe it6 secessary tophysically

establish a local officein their new target market to determine transaction route s and transportgoods. They donoét
realize theycanmakeus e of todayd6s advanced i nf or magtdkickoffthaerdusmessnmu n i
with small transactions. | f and when t heydr expandi The gablen isithat everybre fries¢oa n

establish entire networks and operations from the get-go.

Yamamoto: | see. The internet is quite a powerful tool indeed. You never know what kin d of order you may receive

from where.

Moderation is everything

Yamamoto: Professor lida, you argue that there must be a core city with a population of at leastaround 300,000 to

promote any given regional revitalization project. Could you explain your rationale behind this notion ?

lida : To be honest, this figure of 300,000 was rather intuitive. My argument is mainly based on the fact that moderate-

size cities are themain market for surrounding agricultural and fishing communities d having a fairly wel I-sized

neighboring city is necessary to have aservice industry that can plan and advertise these products and bring other

industries like tourism. A city with a population of 300,000is just about right to provide these services. Without this,

smaller communities are forced to rely on Tokyo for marketing and otherresources. | t 6 s i mportant to n
towns should make their best attempt at minimizing expenditures to outside their regions. | also found it interesting

that a prominent scholar of business administration pointed out the importance of having a team of people with

different skilsetsand background in a work environment that doesnodt
with newideas. Ba s i ¢ a |l | cpncept of diversityt rhaeagement. The theory recommends organizations to employ

people withvarious backgr ounds and characteristics, but thatds rat
small companies with only a handful of employees. To be completely frank, the reality is that small local companies

have no choice but to accept most workers they can getl f t h estyiv@ foedivérsity, they have to look outward. A

city with a population of roughly 300,000 can most likely offer people with various job experiences and cultures.

Work -style reform comes into play here as well. If employees are working from early morning until late at night, there
wonodét even be a chance for empl o YWerk-styletcliangesecantoffepwmrkezsmewi a | n
opportunities, not just for new jobs, but to meet new talent and expose themselves to ideasthat they can bring back to
their current workplaces. Of course, t hi s-styecaioints. tweedsko i f
be on a nationwide scale as a national policy.

Yamamoto: | visited Kamiyama Town in Tokushima Prefecture where an IT venture usesa satellite office. People

work as usual in the daytime , but in the evening, they gather in a restaurant to enjoy their private time together.l1 t 6 s a

great way to generate new ideas.

12



The importance of wo me rpérspectives in reversing the overemphasis on Tokyo

Yamamoto: As Minister of State for the Promotion of Overcoming Population Decline and Vitalizing Local Economy

in Japan, | took a range of measures to correct the heavy concentrationin Tokyg but as you know, th
easily reversible. What do you think is important in addressing this problem?

lida : For the past five years, the Tokyo metropolitan area has shown the slowest income growth among the seven

metropolitan areas and ten biggestcities in Japan. The population of Tokyo is greatly increasing but the income per

person remains flat, or if anything, is actually decreasing in some statistics depending on the definition of Tokyo

metropolitan area. In the past, common sense dictated that themore people gather in a certain area,the more income
increasesUnf ortunately, it doesndt seem | i Riaallywitlethegpopealatiange i nc o
anymore. The more people move to Tokyo, the lower its productivity becomes. The question that everyone asks then,

is OWhy aren6t people moving back to regional areasad®id | n
youdr e s hov e dand exhawsted by thd time youwafinish your 1.5-hour commute to get to work? Thisi s ndét a
ideal situation for both the worker and the company. Many municipalities hold job fairs for those who want to
relocate to rural areas, and for many men, itdés relative
financially reliant on him, however, the spouse oftentimes has problems with the idea of moving to a place with no
friends and acquaintances. I't goes deeper. Local areas i
been over 30 years since theequal Employment Opportunity Law was enactedand we dr e finally seein
for women to work more freely in major cities such as Tokyo, Osaka and Nagoya.ln rural areas though, most

company staffare stilmen. Th er e 8 s rpdiopahderandfdr those in their 30s and 40s who wish to move, but

many in this generation are dual-incomecouple s t hat arendt interested in a new ¢
the man. When looking at it this way, regional companies have to createappealing jobs in which women can enhance

their career. For example, most academic institutions in the United States offer jobs for both partnersin order to get

the best employees.Companies that have their main office in Tokyo or other major cities but also have offices in

regional areashave a golden opportunity t o provi de a step up iinygthenecoupttysde.sA car ee
more direct and simpler option is for the coupletomove to the wifeds hometown.

Yamamoto: So inthis sense, women may play an important role for regional revitalization.

13



lida : To promote countryside migration through the latter strategy, | recommend regional companies to checkthe list

of female graduates of their local high schools which are likely to seetheir grads move on to universities in Tokyo.

Contacting male graduates is a common trick, but nobody thinks to check in with female ones.

Yamamoto:You d6r e saying the most effective method to get good
hometowns.

lida : Exactly. | just recently met a man who said he moved to Hakata becausei t was hi s wi feds home
Yamamoto: At any rate,it 6 s g o owbmén @empsveceed.

lida : Another good reason to return to o n eh@msetown is childrearing . Couples working in their thirties who have

kids often need the support of their parents in raising their young children. This is actual ly what my family went

through as well. When both parents have jobs, childcare is challenging without support from the grandparents even

in areas where there is no infamous Japanese kindergarten waitlist. One obvious solution is to hire a babysitter but

receiving help from your parents without extra expenses is more ideal for multiple reasons.

|

Making a genuinely unique and appealing regional revitalization effort

Yamamoto: Professor lida, the title of you book usestheterm o f ai | ur e Wihat shobuld segianal areas pay

particular attention to when making efforts for revitalization?

lida: I would first saythatthey s h o u | sthm \lith some grandiose plan. This is important. Onceyou start a large-

scale development project, youc a gélhack. Far bef ore youdve started constructi
purchased, you have too many stakeholders in the mix to say never mind. There are success cases that are respected

and awed, but these high-risk examples that happened to go well. Behind the scenes area number of overzealous
businesses that got locked into largetroublesome projects with no way out. The takeaway is that you should always

start small. Also, never copy what others have already done in regional revitalization projects .

Yamamoto: | think that happens quite often & mimicking successful projects from other regions.

lida : Taking examples and learning from other districts is certainly one approach, but nine times out of ten, the side

copying the successful districtdoesn6t make as much of a profit seeslowerprpfisct ed,

due to the competition. | t 8 s especially painful to see two neighboring
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Yamamoto: Interesting viewpoint. | once visited a startup indigo plant in Aomori Prefecture. When | asked them why
they started this project, they simply answered that it was becausethere was nobody in the surrounding area
involved in the indigo industry.

lida : Judging from current examples,| 6 d arsy giyen type of project should be limited to one per prefecture. | hate
to offer a trite example, but the famous Ogal Project in Shiwacho of Iwate Prefecture is a good case The volleyball
courtt here i s uni tself there aren6t

qgue in i and ubemcdmgasea.

Set a dear and unwavering goal!

Yamamoto: Lastly, could you offer some adviceto improve ongoing regional revitalization projects?

lida : Certainly. | would say that those involved in project s should constantly remind themselves that their KPI is to
raise the average income oftheareal t happens easily in
loff

differen ce though, you need to repeatedly emphasize that your definition of success is to increasethe average income.

any

some ambiguous goal to give a sense acwkcdOme | 9 srhimewnd

Yamamoto: | see.Clearly setting and repeating the goal as raising the average income is crucial to regional

revitalization efforts. | feel as though this wi | | become a key for regional

61 1 keep wgding®mrwarch Thamk yod so much, and | hope to continue working with you.

lida : It was my pleasure. Thank you.

Yasuyukilida
Born in Tokyo, 1975. AssociateProfessor, Department of Economics, Meiji University. Member of the Cabinet Office
Regulatory Reform Promotion Council and the Local Government Strategy 2040Planning Workshop, Ministry of

Internal Affairs and Communications . Obtained a Bachelor of Economicsand completed doctoral coursework in the
and

same field at the University of Tokyo . Specializesin macro-e c on omi ¢ s e ¢ 0 n o mlearning foomi

Mistakes in Regional Resurrection6 and other works .
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To revitalize a region is to raise its average income

Tackling pressing national issues such asa declining population and overemphasis on Tokyo through better

productivity

| assert that regional revitalization consists of increasing the local average incame - or, in other words,
0o maki ng .ahipbegs the questionof why regional revitalization is necessaryin the first place. My reply is
quite simple dit is becauseof grave problem s such asdrops in p opulation and rapid aging in local districts. These
problems are not limited to rural areas of Japan, however. A declining population in the countryside equates to fewer
human resources for major cities, leading to their decline much faster than anticipated . This will be come a global issue
in the near future.

In Japan,the nationwide population decline started in 2008 This trend is only expected to accelerate.Once
the economy begins to whither due to loss of labor, there is astrong risk of a downward spiral consisting of a
shrinking economy and human resource loss feeding into each other. We can see exampls of this phenomenon
already happening in local underpopulated areas. It is a serious concern to policymakers that many places in Japan
are faced with an underwhelming labor force and an emasculated consumer market, which inevitably lead to a poorly
performing economy. This is followed by a deterioration of social and administrative services, including closures of
schools (which is happening in many parts of Japan). Thedrop in standard of living causes the locals to seek better
lives elsewhere & the very definition of a vicious cycle.

One of the kneejerk solutions against this serious nationwide problem is to increase the birthrate. Just like
Germany and Italy, Japan has a very low birthrate, currently hovering around 1.4.There are success stories in this
endeavor d among developed countries, France and Swedenstand out in their recovery to higher birth rates. Using
these cases and Japands r aponts,slapancleosidsaddzessiasmipthratesdecineand e f er e n
work -style reform issues head on.

The second solution is to increasethe productivity of every employee in the country . As previously
articulated, thisissimply r e gi onal r evi t gptofit a2naking nw hihaho ulg hstor ongl y Advoc
hampered economy due to a declining population is not a problemif e v e r y mcomeécan be maintained. This will
not be easy,especially when taking into account factors such as ballooning social security expenses due to our rapidly
aging population. Pr i me Mi ni st e policehto revitatize thdesahamy, a three-pronged approach that
combines fiscal expansion, monetaryea si ng, and str uctAbenahicsy éf @erimk, beat égdi 0O
implemented at the local level. We need to create a virtuous cycle where good jobs bring in more people, andin turn
these peoplecreate better jobs.

The third solution is to reverse the overemphasisof talent and resourceson Tokyo. In 2017, the population of
the Tokyo Metropolitan Area (Tokyo, Saitama, Chiba and Kanagawa Prefectures) increased by 119,77%ue to
domestic migration . Population gro wth there has continued for 22 years, hitting unsustainable levels. Since thenative
birthrate in the Tokyo Metropolitan Area is even lower than that of local districts, we see thatthe migration of

younger generations to this areais only accelerating the population decline of the entire country . In addition, this
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phenomenon adds more potential damage to the risk of an impending major earthquake to hit Tokyo in the near
future (calculated to happen within the next 30 years with a possibility of 70%). The population flow to Tokyo has
direct consequenceston ot only regi onal ar eas &otBecapitacaswe.s and economi

This book presents numerous case studiesof profitable regional revitalization in 303locations within 144
municipalities in 46 prefecturesfrom my days as Minister . The examplesare classified by chapters as follows: (1)
agriculture and fisheries, (2) tourism, (3) leveraging local industries, (4) shopping district revitalization , (5) migration,
satellite offices, and CCRC, (6) regulatory reform and RESAS utilization, and finally , (7) universities and high schools.
| truly believe that the valuable examples categorized within these sections can be useful in one way or another for
municipalities across the globe.

We must keep in mind, however, that eacharea is different, even within Japan. Simply imitating a successful
caseof regional revitalization will not lead to desired outcome s, especially for industries with small amounts of
demand. In the worst-case scenario, copying another project will lead to meagerly sharing a market and, ultimately ,
the demise of everyoneinvolved.

If I could stress just one message in this book, it would be to learn from theessence of he endeavors within

these examplesd the spirit of self -help.
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Regulatory Reform and RESAS Utilization

In Japan, central government support was required for motivated municipalities to succeed in many of their

projects. The National Strategic Special Zone system and RESAS prove to be useful tools in their endeavors.

The National Strategic Special Zone is the system created following the enactment ofAct on National Strategic
Special Zonén 2013, whose purpose is to implement bold deregulations and reforms required for obt aining goals
stipulated in Abenomics (Pr i me Mi ni ster Shinzo Abeds pol i-ppongedapgroachr evi t
that combines fiscal expansion, monetary easing, and structural reforms), and aims to establish a businessfriendly
environment across all of Japan.

Unlike conventional special -zone systems, the government is directly involved in the analysis and selection
of the zones to make sophisticated decisions that target appropriate deregulations. As of October 2017, the Tokyo
Metropolitan Area and nine other districts have been designated as special zones, and 86 businesses in eleven various
sectors including tourism, education, and agriculture are under close monitoring as test subjects for economic reform.

Many including myself consider t he zones a strong tool in achieving regional revitalization. Allow me to
break down the process. In the first step, the central government receives applications and proposals from ambitious
municipal governments with concrete plan to carry out unique proje cts. These plans require changes to the
administrative system or regulations, and with the support of the central government, there comes a new form of
collaboration aimed at finding the right balance of safety (whether it be physical or metaphysical) and economic
growth.

Local government leaders have helped bring about a total of 86 reforms thus far, many of which are unique
to Japands political and regulatory |l andscape. Some of t
permitting pr ivate companies to purchase farmland, allowing farmer -operated dining establishments on land
designated for agricultural purposes, the relaxing of requirements for agricultural corporate entities (expanded from a
special zone project to the entire nation as of 2015 after thorough review), allowing for historic buildings to be reused
as lodging facilities, changing the criteria for childcare worker licenses, lifting bans on establishing nurseries in city
parks (also expanded to cover the entire nation as 0f2017), and a myriad of adjustments to regulations that inhibit
municipalities from fighting population decline.

As the Minister in charge, | was able to help craft proposals submitted by local districts into actual policies
such as vacation rental use rehxations, employment rule changes for foreign workers in agriculture, expansions of
small-size nurseries, and the establishment of a new faculty of veterinary medicine. The work was incredibly
rewarding knowing that | was directly helping to update rules i n order to better the lives of people around the
country, and | would shamelessly like to take this opportunity to thank everyone involved who made those dreams
into realities. The following section will expand on some of these regulatory reforms, citing ¢ ase examples and details
from my visits to Yabu City (Hyogo Prefecture) Ota Ward (Tokyo), and my hometown, Kitakyushu City (Fukuoka
Prefecture).

Also making an appearance in the section is Ukiha City (Fukuoka Prefecture) which has taken curious

measures r business startup support and tourism industry policies by utilizing the Regional Economy and Society
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Analyzing System (RESAS). RESAS, released in April 2015, is the entryway for regional revitalization in Japan that
aggregates data from both the public and private sectors and presents them in the form of graphs and maps for users

to easily visualize their regionds economic activities.
and issues that may be obstacles to their regional revialization goals. It is an indispensable tool in changing

revitalization projects that previously have relied on intuition, experience, and assumptions into evidence-based

policy making (EBPM) endeavors. Allow me to share some examples and demonstrate sucess thus far.

Tokyo

Special Regulatory Zone (home -sharing): Ota Ward

Managing inbound tourism growth in cooperation with the community by using vacation rentals

Al ongside all owing for private companiesd ownership
perhaps the most remarkable changes that have come about due to the National Strategic Special Zone system.

Ota Ward is notable for many things. One of them is its inclusion of the Tokyo International Airport, or
commonly referred to as Haneda Airport. With the growing numbers of foreign tourists to Japan, Ota Ward has been
bombarded with visitors, which can be seen as both a blessing and a curse. Touristsspend money and diversity the
area, but the ward has experienced a shortage of lodging facilities to accommodate them, and the problem is only
expected to compound with the 2020 Tokyo Olympic and Paralympic Games just around the corner.

To address the issue, the southern Tokyo ward has taken advantage of the National Strategic Special Zone to
allow its residents to offer their homes as private lodging for visitors. Vacation rentals here are only allowed if the
home is approved by the ward, but is an impor tant step in a country where accommodations were previously
restricted to registered hotels and inns. Using the new regulatory reform framework, unused houses and rooms are
able to help revitalize local economies while help fine -tune the appropriate rules for large-scale policy
implementations in the future. As many people illegally rent out their homes for money anyway, the new system can
help create safer environments where rooms are legitimately rented out with transparency and confidence.

In Japanese plicymaking, safety is key. Room providers in the special zone are required to inform and
explain their activities to their neighborhoods, maintain a record of guests, be available (for 24 hours a day) in case of
emergencies, have a system for lodger compéints, provide information in foreign languages, and properly observe
rules for waste disposal. The system kicked off in February 2016 with these strict precautions, and as of May 2018,
there are 36 operators who lease 316 rooms in 52 facilities. In my litte excursion to Ota Ward, | visited the first private
|l odging approved by the municipality called 0SJ Villa Ka

SJ Villa Kamata A is a fully renovated house built 65 years ago located in a residential district conveniently
located near Kamata Station. This charming 51n? one-story 1LDK can accommodate up to four adults (or two adults
and four children) and costs about 10,000 yen (roughly 90 USD) per night for the entire facility, which isa very

economical comparatively.
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The house blends in with the neighborhood, and aside from the little sticker on the entrance showing its
approval as a vacation rental, one cannot distinguish it as a lodging facility for tourists. Both the interior and exterior
are beautifully stylized, and the inside is furnished with modern Japanese furniture. The kitchen and bathroom are
immaculate, and the electronic appliances including a television, air conditioner, refrigerator, washing machine, rice
cooker, and dryer, are all new. The internet is fast, and the towels are fresh. A supermarket nearby offers cheap food.
Overall, it is a mini oasis for both foreign and Japanese tourists to enjoy a comfortable and sanitary stay.

Yasuhiro Kamiyama, President of Hyakusenrenma Inc., explained to me how hi s organization puts an
emphasis on community and industry cooperation. One example he gave is the agreement his company and the
neighboring residents came to in contracting a private security company and commissioning for residential garbage
collection. He explained that his company also strives to cooperate with the existing hotel industry as opposed to
acting as a market disrupter d a point | found interesting. Hyakusenrenma closely coordinates with the Kamata
Association of Hotels and Ryokans and sharescertain responsibilities such as checkin procedures and guest

verification. The local hotel association serves as the front desk for many properties.

I also had the opportunity to talk with Mitsutoki Ni
member of the Kamata Association of Hotels and Ryokans. | was pleased to hear his opinion that the cooperation
between existing hotels and up and coming vacation rentals is a win-win for the entire community and its businesses
0 according to Mr. Nishizawa , when vacation rentals offer multilingual maps of shopping streets and coupons to
public baths for foreign visitors to experience Japanese culture, it produces economic ripple effects that benefit the
community. Tourists are able to confidently stroll thr ough shopping streets and enjoy their time in Japan more
comfortably as well.

The visit gave me multiple insights into opportunities for vacation rentals, which | immediately tied into
action upon my return. | promptly urged the revision of government ordi nances related to them, starting with
changing an archaic provision that private |l odging facil
visitors. There was also the need for a new national framework for vacation rentals, so | proposed a new private
lodging law to the Regulatory Reform Promotion Council in order to expand the practice from the special zone to
cover the entire country (enacted in June 2017, enforced

example for policy testing grounds for policies that can successfully be implemented at the national level.
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With these changes, there are currently two vacation rental systems in Japand one through National
Strategic Special Zones and the other through thePrivate Lodging Business AcOperators in special zones have a lower
limit of the minimum amount of time visitors must stay in the property (three days and two nights), but are not
restricted by an upper limit on the number of days visitors can stay & the national law stipulates that operators renting

their rooms under its purview can only allow visitors in their facilities for up to 180 days a year.

Naturally, districts with greater demand will apply for special zone treatment. After Ota Ward received
permission from the central government, Osaka was next to lax their home-sharing regulations. As of October 2017,
the prefecture itself has twelve rooms in six approved facilities, and Osaka City has 829 rooms in 327 approved
facilities. Kitakyushu City in Fukuoka Prefecture made its debut as well, and has one room in one approved facility.
I't is my hope that the reader can someday safely and

enjoying the | ocal atmosphere andlturexperiencing a slice o

Lesson #1
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Effective utilization of old houses and vacant properties are crucial in managing inbound tourism for many localities.
Making appropriate rules on the industry, heeding attention to safety and sanitation, and collaborating with local

residents and the tourism sector at large is important in the process of bringing economic returns to the community.

Hyogo Prefecture

Special Regulatory Zone (agriculture in mountainous areas): Yabu City

A model case for the future of Japands agriculture where

Yabu City is located in the center of the northern part of Hyogo Prefecture. The city was formed by the
consolidation of four towns in 2004 and has approximatel y 24,000 residents as of October 2017 living on 420krhof
land. Visitors need to spend two hours in a car or train to get there from large hubs in the area like Osaka, Kobe, and
Kyoto. When they arrive, they will find a quintessential Japanese locality: mo untainous and population deprived. Its
terrain is beautiful, with forests occupying 84% of the total area, and farmers gently tilling the fertile land. Agriculture

is the main industry here, |like many di sthercusgdfchangen Japan.

y |

In cooperation with the Cabinet Office, the municipality has taken advantage of the National Strategic
Special Zone system since 2014 in order to avoid some of the old and rigid regulations on agricultural activities. There
are high expectations on the region, as experts keep a close eye on policy outcomesurrounding the main issue 0

corporatization of agriculture .

Many signs of success have already surfaced. The jurisdiction of property rights transfers was given to the
city, and the administrative work time for each case lowered from an average of 23 days in 2013 to just eleven in 2016.
The regi onos atenandtrarssfera af faralartd has doubled between late 2014 and early 2017, with an

average of 52 transactions per year. In order to make farming profitable and increase the amount of corporate entities
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to enter the market and fill demand, the requirement s to establish an agricultural company were laxed & corporate
entities now only require one farmer who can act as an executive. Eleven of these were newly created by early 2016,
and now manage approximately 15.7ha of farm. 59% of this land was previously n on-cultivated or abandoned
farmland.
The success was not ignored. These calculated deregulations were adjusted and incorporated in the 2016
revision of the Agricultural Land Lawwhi ch now nationally institutionaldnzes p

Strategic Special Zone.

Among the numerous changes happening in my countryos
changes in private acqui siti on -eflagficalturahteaetodment Pevad,ithe gotionh e ¢
wouldhave been unfathomable, but | ooking at Japands shrinkirt
competitive and open international market, many agree that the move is logical. The time has come to move beyond
agricultural cooperativesowningand oper ating Japands farmland. Mtmmed on Y
Strategic Special Zone Latgelf was revised in May 2016 to take a step further and pave the way for agricultural special
zones to allow private companies (other than just agricul tural companies designated to participate in the industry) to
purchase and manage farmland if certain requirements are
and an understanding that the property will be transferred to the local govern ment if it is deemed that the land is not
being utilized properly.

I't may seem |like a small step from the outside, but
deregulation is a provisional measure that will last five years, and at present, Yabu City is the only participant. Many
hope the change will bring a more robust labor force and change the deteriorating agriculture in Japan from small
subsidized family businesses to a profitable sector. To make this happen, most policymakers believe comparies with
proper management techniques must be permitted to enter the market.

| too argue that this type of deregulation is an important point and should be expanded to cover the entirety
of Japan as soon as possible, as corporate agriculture has the potdial to revolutionize local economies in the country.

The stipulations Yabu City added in their test run should ease concerns that locals have regarding companies running
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far ms. I f the community is not happy wirthered foreextendethpedodsy 6 s
of time, the municipality can take ownership of the land.

I wish to rearticulate that Japands sparse farmland
Yabuds special zone i s t hdatedspbligiestFoun gmpardes mave made lagdisvesgmentsg o u
in the district and began business operations in cooperation with the local community by fully leveraging their years
of experience and stable foundations. Combined, they manage 1.34ha of newly aquired farmland and are re -
cultivating great amounts of abandoned farmland. It is no exaggeration to say that these are the pioneers of profitable
agriculture in Japan.

In my visit, | personally witnessed the business activities of two of the four companie s, and was lucky to find
that the day immediately prior to my trip to Yabu, the city, company, and property owner concluded a new contract
for the sale of old farmland. | reviewed the report that proved to me a win -win -win deal.

| will beginwithmydiscu ssi ons with Amnak Corporationds | eader shi
established in 2015 by a construction material company in Miki City, Hyogo Prefecture after Yabu City was approved
as a special zone. Amnak grows rice forsakgJapanese rice wine) breveries on previously unusable farmland covering
a massive 8.4ha of property. The company made a refinement center to combine aggregate the management of rice
production, harvesting, and milling, and is currently reviewing plans to produce, sell and export q uality sake branded

ONoza Homaredé by collaborating with a | ocal brewery.

Amnakds motto is O0to make efforts for regional revit
opposed to leasing it] while ridding the community of any concerns regardingp ri vat e sector activit
The organization has made sure to convey its intentions and is in turn well received by the district. After talking with
farmers in the rice fields, | was pleased to find that the company is highly trusted by local s and learned more about
their cooperation with community members at the micro level. The visit taught me that establishing mutual trust 8
especially as a private companydwi t h t he | ocal community is an i mportant
agriculture industry. Farming practices and property have generally been passed down for countless generations in
Japands countryside, and these new transitions should be

| next made a visit to see Hyogo-Nakabayashi Co., Ltd.ds new business practice

Yabu City and has been in operation since 1973, specializing in bookbinding for library collections. libraries and
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other organizations. Its market share is almost 80%. To make use of its human esources in times of low bookbinding
demand, it made debut in agriculture. Its first challenge is was bringing local garlic into the sixth industry (combining
the primary industry with the secondary industry of processing and the third industry of distribu  tion and sales).

Although the market for bookbinding i s shrinking, the company®ds busines
well -trained and talented staff on board. The golden opportunity was that the downtime season for bookbinding
demands overlap perfectly with peak seasons for garlic d very few books are manufactured between April to June and
October to December, while soil preparations and seeding for garlic starts in September and harvesting and drying
operations begin in March. Through entering a new mar ket, the company was able to avoid layoffs.

Yabu City has heavy snowfall in winter, making for an ideal climate to grow quality garlic. As the domestic
market price of garlic rises as consumers begin expressing their interest in safe Japanese produce, Yab6 s muni ci p
saw its chance to have a private company generate profits in their district through the crop, and in came Nakabayashi.

It was a match made in heaven.

The company entered the garlic market with a plot of just 0.7ha in 2015 but aims to expand its farmland to
10ha in just a few years®6 time. Taking advantage of its
3la of land. With it, Nakabayashi established a storage and drying facility for its harvested garlic and is making p lans
to build a processing plant that adds value to their damaged garlic that cannot be sold as is on their own. As the
company has been a longtime job creator and partner in the community, it is highly trusted, and locals are excited to
see how far they can fly.

There are countless private companies in my country
new business endeavor. With many industries that have inherent downtimes and are going through changes due to
globalization and technologicaladvances, a company splitting its employee
different sector can be incredibly profitable. Although Japanese small and medium enterprises face compound

pressure due to its rapidly declining population, | trust tha t this principle applies to businesses in other countries as

well.

Sakae Hirose, Yabu Cityds mayor, emphasized that o0Ja
this rate i f our agriculture doesndt isindispengable to keepiJapanese c om
agriculture in existence. This system shouldno6t be | imit
of Japan. I 6m optimistic that Yabu City can pr mspieedheow s u

Keeping those words in mind, | hope that national policymakers and municipal leaders throughout my country who

have a hunger for reform can learn from Mayor Hirose.

Lesson #2
I n Japanbds case, agriculture opening up to private compa

it allows for long -term and stable businesses to make the sector profitable.

Fukuoka Prefecture
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Senior Hello Work Tobata and Support Center Moji

Regulatory reforms that help the elderly have created the No. 1 local district that those above age 50 want to live

Kitakyushu City in Fukuoka Prefecture is my hometown. The city was early to industrialize and has a robust
population of 950,000. With a trend of plants being transferred to areas with cheaper labor recently, however, some
have begun arguing that its heyday has passed. | cannot blame them for their opinion. The labor force in the city is
rapidly shrinking as those above 65 years of age now account for 30% of the population; government statistics show
that this is the highest among big cities. In order to cope, both the public and private sectors in Kitakyushu have taken
on projects that take adyv andftengdesigmafed Natioral Stratdgig SpscialZonesy Twb e g e
interesting projects that directly address issues that c

below.

The first project is the natdalnldesd fd Sernti dHre | H BdlldWo r Wo rf |
Worki s the Japanese ¢ovVv assistamesernvide shatenaimain® an exéensive database of recent job
offers made accessible to job seekers via an irhouse intranet system and over the web. Until recently, nobody cared to
guestion why the system was only geared towards a young audience. Senior Hello Work Tobata was established in
partnership with the Fukuoka Labor Bureau in August 2016 in order to help connect employers with the right middle
aged and elderly job seekers (in this case, 50 years of age and older). Nationally, discriminating employment based on
age is not allowed as long as the worker is of legal age, but with the deregulation designated in the special zone, Hello
Work Tobata is able to find job seekers based on their seniority.

Hello Work Tobata collects and manages senior job seeker profiles and jobs where these seniors can make
use of their experiences and skills to thrive. Through their massive database and seasoned matching expertisethey
pair positions and candidates as appropriate. Once they began these new operations, Hello Work Tobata was left

wondering why they did not start earlier & the number of successful job matchings went up by 30% over the previous

26



year, and the community r ejoiced as it was able to enjoy its economic ripple effects from the new job creation. Retirees
looking to earn money and continue working were able to find new purpose in their daily lives.

The process can also help in promoting migration from bigger cit ies to localities that require more residents.
Those who relocate domestically often have concerns of employment, especially since jobhopping is still rare in
Japan. Once retired, seniors in the country are rarely ever hired again. Taking note of this, Kt a k yus hu Ci ty&s
office in Tokyo hopes to take advantage of its Senior Hello Work to call in new residents from the overwhelmed

capital.

| personally assisted in the opening ceremony of Senior Hello Work Tobata and was honored to give a
speech. Voicing my hopes that my hometown can be an inclusive community where seniors are able to thrive, |
communicated how the opening of the employment ¢ enter was a big step for Kitakyushu. On the same floor as the
Hell o Work in the Kitakyushu Municipal Buil ding, the cit"
Centerdé that provides consul tati on f @licantinfofmatiopvitlathenrSeniog af t
Hello Work, and helps facilitate employment processes once a matching is complete. The synergy from the two
organizations is magical.

The second project my hometown is undertaking involves deregulations concerning careg iving facilities to

all ow for nursing care robots. | visited an individual ¢

capacity of 120. As many are when they first visit, | was thrilled. Japan was able to prove to the world that its n urse
robots are highly advanced, but it was my first time interacting with one.

Kitakyushuds status as a National Strategic Special
rules that previously stipulated stringent requirements. National | aw dictates that one or more qualified staff member
must attend a Oounité (composed of ten care facility resi
chronic shortage of caregiving professionals. Support Center Moji made a large community living room that
accommodates two units where human staff are accompanied by cute robots that zoom around the room attending to

the needs of residents.
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I could not help but be moved when a robot stadet | vy

dementia and the resident sang with it. Robots help with direct support as well. As there is a lack of professional staff
who can help with physical rehabilitation, residents are generally unable to get the length of time and attention they
require to fully train and recover. With the help of robots, however, the problem has diminished. Having the privilege
to watch the seeds of the next generation of caregiving in the making was incredible and helped me understand that
nursing care robots have the abiity to mitigate labor shortages in nursing homes. This will especially ring true once
these robots can be mass produced with improved features and technology.

The implementation of the robots is well planned at Support Center Moji. The facility collects d ata on
various tasks required by human staff to quantitively compare workflows before and after the introduction of robots.
The outcome is not only used to switch around shifts for caregivers within the facility, but also to offer policymakers
insights to how nursing robots can be utilized in other parts of the country. My first thought was that the practice is a
model example of evidence-based policy making (EBPM) if the data translates to appropriate policies. As the
government provides financial backing for the project through the regional revitalization promotion subsidies, | see it

as a win-win for both parties.

These projects are just the start of Kitakyushu City managing its new demographic. A monthly magazine

called o06Book for Country Lifed took a poll and ranked
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the age of 50 want to live. New residents to the area feel welcomed, now have opportunities to start the next chapter
in their careers, and are comfortable with the abundant number of hospitals and care facilities in their area. Building
on this momentum and challenging outdated regulations, | hope the city will become a global model for a society that

provides quality lives for every member of the community including its seniors.

Lesson #3
Creating cities where seniors can live quality lives requires stable jobs, caregiving facilities, and medical facilities;

regulatory reforms to fulfill these needs should be done if necessary.

Fukuoka Prefecture

Ukiha City

Successful utilization of the Regional Economy and Society Analyzing System (RESAS)

With a population of roughly 30,000, Ukiha City is located in the southern part of Fukuoka Prefecture and
has a wealth of nature. It is the proud home of the Minou Mountains in the south, the Chikugo River in the north, and
yields copious amounts of qualit y agricultural products. It had no particular trait that made it stand out in the
prefecture, but in order to skillfully make its regional revitalization debut, the city began proactively using the
Regional Economy and Society Analyzing System (RESAS) provided by the central government to help make

effective policies based on the data.

With enactment of the Town-PeopleJob Creation Adnh 2014, local government had a new mandate to
formulate five -year policy goals based on their demographics, industries, and other factors. Many of these
municipalities struggled with the immense task as the scale of work was unprecedented for them. Ukiha City, on the
other hand, excelled. Noticing the utility of the system, local officials tapped into RESAS to examine thei r region,
omitting the need to spend money on external analysts. Among the 60 municipalities in Fukuoka Prefecture, they

were the first to submit their five -year strategy.
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On top of this, Ukiha also decided to use RESAS for planning their concrete econamic policies. In
cooperation with neighboring Hita City (in Oita Prefecture), Ukiha officials studied industry stimulation measures
aimed at boosting their forestry, wood product, and agricultural sectors and established a regional general trading
company that adds value and expands sales channels for their locally grown peaches, grapes, and other primary
goods. They paired the move with regulatory policy measures to improve the economic circulation within the district
and began assisting startup businesses hat wor k with the regionds resources a
evidence-based policy making (EBPM), | was very pleased to learn that a small city like Ukiha made use of RESAS in

making concrete and effective policies and taking action.
s = = } P T T T T —

RESAS made a genuine impact on the city. Ukiha City
geography classes to find various regionsd features by r
their own agricultural revitalizatio n plans. Aside from the sheer educational benefits the powerful tool has for the
citydés young minds, | find it meaningful for residents t
connect with their community while having a better picture of the economy at large. After my visit to Ukiha City in
October 2016 and subsequent visits to other districts that have actually used RESAS, | found that the system has a
great reputation. The next step is to think of better ways for more people to take advantage of this free tool.

One noteworthy experience | had during my field rese
Uki ha. o6 The facility was built in 2000 mainly as a mar ke
from big cities. Shops attached to the roadside station have a beautiful assortment of persimmons, pears, grapes,
strawberries, peaches and other specialty fruits locally grown in the area and fresh vegetables shipped in every

morning from nearby farms. The roadsi de station aggregates sales information to determine consumer demand in big
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cities, and helps develops its partner agricultural orga
that the aforementioned general trading company runs the operation, and that sales are steadily growing through its
sales operations, exchanges of products with other roadside stations in the region, and collaboration with other

corporations in Fukuoka Prefectureds metropolitan area.

Noting its methods and success the Minister of Land, Infrastructure, Transport and Tourism designated this
institution as one of the 35 nationwide Ol mportant Roads
results in the future with government support. IntheJuly 2017 i ssue OKyushu Jalan, 6 a pt
domestic travel Roadside Station Ukiha won first place two years in a row in the roadside station satisfaction survey
ranking. | understood exactly why, too &1 did not see a single idle shop in the facility, and a small annexed service
provider was busy taking orders from customers to directly ship their freshly purchased goods all around the
country. Seeing the figure of 890 million yen (roughly 8.2 million USD) in combined sales in 2015, it gives me a smile

to think that EBPM helped contribute to their success.
Lesson #4

Truly understand the characteristics of your local district with appropriate tools available and use this knowledge to

craft specific projects to strategically revitalize the region.

Fireside Chats on Regional Revitalization: ORegional Rev

Associate Professor, University of Central Fl oridads Ros

Senior Research Fellow, Dick Pope Institute for Tourism Studies

Tadayuki Hara
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Oneadvantage of the tourism industry is that it allows local areas to gain foreign capital and revitalize themselves as an expor

business. In Japan, the biggest issue remains how to develop talent and secure revenue sources PMIapgdbestination

Management Organization) which facilitate the creation of fjghlity tourist sites.

Evaluation of Japanese tourism policy

Yamamoto: When Prime Minister Abe kickstarted his second administration underlined by his Abenomics policies in
2013, Japands tourism policies were also drastically
Partyds Research Commi ssion for the Establishment of
planning how to make the sector grow. As a result, tourist visa requirements were eased and consumption tax
exemptions for was visitors were increased. Just from that, the number of visitors started to increase remarkably in
figures we expected. At the time, the annual number of foreign tou rists visiting Japan was eight million at most. Four
years |l ater, the number exceeded 28 million. At this

i sndt out of the question. Professoruridigolieies? how do you

Hara: The numbers we see certainly are astonishing, especially when we compare them to when we had just six or

cha
T

a

rat

eight million tourists a few years ago. Everyone is waki

an entire industry, that among other things, creates jobs. In addition, foreign tourists in Japan visiting the countryside
are a godsend for regional revitalization. The largest advantage of the tourism industry is that local cities,
municipalities, or reallyanyrur al communi ty can earn foreign capital
of tourism. Minister Yamamoto, you were aware of all of this for a while now, even from the time you used to hold
seminars on touri sm. | tabof toueismaniantiféstringhe toontrg e e t he potent i
Yamamoto: You live in the United States. Looking at it from the outside, what do you think about how Japan has
handled tourism?

Hara: Let me give you this example. | recently visited Egypt. The Chairman of the Egypt Tourism Commission said to
me that Japanese inbound tourism policies were such a success that he wanted to learn from them what he could. He
asked me so many questions that | had to excuse myself partway through because | was not a representative of

Japanese government even though | started acting like one. | had a similar experience when | was in Spain as well. We

Ot

can see on charts each countryds inbound tourism growth

several yearss @&wvergmnedws egentry and trying to | earn
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Disney World, a leading tourism resource in Orlando, Florida State, United States of America

Yamamoto: Tourism is very helpful for regional revitalization of course, bu t as the number of tourists rapidly

increase, | understand that people foster discontent with slow immigration processes. Solid funding is required as a

prerequisite to address this issue. Japan Tour ilomJSB)pency

so, but it was increased to 20 billion yen. This budgetary increase in a government agency is extraordinary, but the

amount they6re given is still just not enough. Through t

international tourist taxfrom both Japanese and foreign visitors at time of their departure from Japan. The revenue will

be used for system adjustments and upgrades of CIQ (Customs, Immigration and Quarantine) systems and the
maintenance of tourism resources including cultural properties and natural parks. As 40 million passengers on boats

and planes leave the country annually, it will create a financial source of 40 billion yen (roughly 370 million USD) in

the initial year alone. Local districts are still short of profits from tourism though, and one of my arguments has been

that the hotel accommodation tax revenues should also be directed towards budgets to create, develop, and improve
DMOs to promote regional tourism. Compared to overseas examples, how would that fare?

Hara: The United States has a similar national tax called ESTA. But many of their policies are in line with the

American spirit of pulling yourself up by the bootstraps and working for your own benefit & states and municipalities
have their own taxes for revenue that is directed to help themselves. In the United States, this type of levy is very

effective. | live in Orlando in Orange County, Florida. Even though it has just 1.3 million residents, the county brings

in 71 million tourists annually.

Yamamoto: That 6s incredible. | dm guessing this is the home
Hara: Exactly. There are over 80,000 hotel rooms that average around 100 USD a night per room and exceed 70%
occupancy rates. The hotel accommodation tax yields 254
has 13 million residents, but only has 90,000 hotel rooms, and the accommodation tax yields only 2.1 billion yen

(roughly 19 million USD) (FY2015). Japan should be fully aware of the potential it has, especially as these taxes

impose zero burden on local residents. When we analyze placeslike Venice and Barcelona that suffer from an

overabundance of tourists, we see that their tourism related budgets are derived from their general funds & this means

33

1



therefs an internal fight over money bet waesdstotmakefirnour i s m

deci sions on their policies®6 financing, or the country w

DMOs in Japan and United States

Yamamoto: Local governments in Japan have a misconception t|
drive tourists away to other places that dondt have the
always vocalizes how municipalities are short on funds. | personally think they should designate hotel

accommodation taxes as an official local levy to level the playing field and help out DMOs. We should keep in mind

that these organizations are powerless without stable financial sources. | feel like these organizations and hotel
accommodation taxes are a match made in heaven, but do you have any examples of DMO operations in the United

States?

Hara: | think what you just mentioned is, or should be, rather, a very important issue as we move fo rward with

J a p atouiiss objectives as a whole. Unfortunately, there & no discourse on Japanese DMOs so faat the top levels.
Technically speaking, assistance from the governmentc an be received through an appli
established business model to be followed after the monetary aid has been spent. Inthe United States, they had the

discussion earlier on that the funding for DMOs should not be covered by general funds, but by revenue sources that
dondt i mpose bur dhisissvhydhe hotelhaeconimodatioh tax.was created in Orlando. But shortly

after Disney World opened and hotels were constructed, the oil crisis hit. While everyone was in a panic, the hotel

industry calmly made a plea to the authorities to create a spe@l local tax, which was granted in 1978 & the purpose

behind it was to balance out the bumps in profits and losses due to the revenue differences betweenhigh and low

seasons, and through DMOs, to create international conference centers and foster marketng activities in order to

draw in more business class customers.As we can all see now, it worked marvelously.

Yamamoto: | candt help but think that Japan still doesndt ul

head (president) of an American DMO?
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Hara: Well, the president of the Orlando DMO is an ex-C level officer of Disney. As the tourism industry there has an
economic impact of a whopping 6 billion dollars, his ann
to perform as such.

Yamamoto: Ar e there checks and balances on whether heds des:
Hara: The committee uses MROI (Marketing Return on Investment) indicators for that. For example, when the

president spent two million dollars on campaigns to b ring Brazilian tourists, the committee scrutinized how many
visitors actually came from Brazil thanks to the investm
conditions.

Yamamoto: | feel like that pressure is very necessary though if you truly want to make DMOs a success. If the person

in charge doesnd6t meet the targets, iitbés only fair that
Hara: I'n the background of all of this for Japamriiesnttehdatnat
istoacquire foreign capital. We shouldndét forget that. Attt
districts is a mere shift of wealth, and it doesndt tran;

really should be making greater efforts in the inbound tourism realm. Old -timers in the Japanese tourism industry

still desperately hold onto old business models that involve bringing in tourists from Tokyo. Newer business models

revolve around foreign tourists who choosethei r own destinations and arendt rel.i
necessitates sophisticated marketing. One thing | can say for certain is that people who believe in conventional

tourism business styles shouldn6t be heads of DMOs anywh

Development of Human Resources in tourism

Yamamoto: In order to achieve our ambitious tourism goals, making education on tourism available is important. In

the United States, we had the opportunity to learn the ropes on accounting, statistics, marketing, and management

(Mr. Hara has a graduate degree from the Cornell School o
business school ), but Japanf6s vocational schools dondét p
dondt t e a cskils,amdas ohesofthtk results, graduates are unemployable or ineffective at their jobs because
they cané6t even comprehend financial statements. | under
professional programs are being made in Hitotsubashi University and Kyoto University. Regardless though, | think

we can agree that this is another area that Japan is lagging behind in.

Hara: In the United States, approximately 170 universities offer programs in tourism and hospitality management, of
which 50 offer masterf6s degrees, and 17 doctorates. With
faculties account for only one fourth, and the rest are hospitality management. Graduates of the latter have higher job

offer rates and incomes than those of the former. Many students are naturally inclined to go for a hospitality

management degree.

Yamamoto: What ds the big difference?

Hara: Hospitality management is very similar to business administration in curriculum. 60 to 70% of the course s

overlap, including accounting and financing. In hospitality management though, the hotel industry is often used in

their case studies. As a hotelds reputation and i mage ar
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depth training in personn el management. In the United States, the hospitality sector includes everything from hotels,
restaurants, and theme parks to cruises and funeral services. As graduates of hospitality management are familiar

with financial accounting and marketingandcancover t hi s broad range of demands,
start new jobs with 40,000-dollar salaries.

Yamamoto: | see. It seems like faculties of tourism and hotel management in Japan should be drastically changed.

Hara: Interestingly enough, Koread s hi gher education institutions based th
After the Asian financial crisis in the late 1990s though, they switched to the US style of hospitality management. 20

years later, Korea has three times the amount of published English articles compared to Japan in the field.

Opportunities and challenges of tourism based regional revitalization (traditional inns, vacation rentals, and fruit)

Yamamoto: A solid educational foundation is essential for developing a proper wo rkforce that can support tourism

policies. | see. When Iwas Minister of State for the Promotion of Overcoming Population Decline and Vitalizing Local
Economy, | visited the ryokan( t r adi t i onal Japanese inn) called o0Jinyaéd |
successful inn in a suffering industry. When the general manager fell ill and her son and his wife inherited the ryokan,

the inn was in crisis mode because the accounhg was based on rough esti mates, cu:
in any way, and employee turnover rate was sky high. The son who inherited the ryokan was a former engineer from

Honda Motors, and applied IT mechanisms to all tasks and had employees share every piece of information regarding

their duties to boost efficiency. For example, employees previously had tediously to go to the dressing room in the

onsen(hot spring bath) to check whether or not fresh towels should be added, but the new manager used sensors to

calculate towel supplies. He also increased the number of permanent employees while reducing the total number of
staff, added value to the innds services, and made the e
new manager even set three days off per week for his employees and designated one for training and teamwork
exercises. |tds incredible to see this kind of exampl e,
their monotonous routine of waking up cust omers early in the morning, offering the same breakfast menu, and

preparing their beds early in the evening. | have the gut feeling that this may need to change, but what do you think

about Japanese ryokan?
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Hara: | think the example of Jinya you just gave is wonderful. Japanese ryokan have so much potential. Research
indicates that foreign visitors want to try things that they can only experience in Japan, and traditional
accommodations are one of them. This makes me remember how an Australian who stayed in an onsen ryokan in
Akita Prefecture once said to me that he had a great time there, but was tired of the same breakfast every morning.

Because he came from so far away and changing lodging every night is a nuisance, he wanted to spend more time

there.Ilr emember him explicitly saying that it was a shame th
stay for more than two nights in a row. I dondét see why
want to stay longer. Thesechanges dondt have to be big or structural ei th

American-style breakfasts if requested, or maybe even stop serving breakfast altogether and instead introduce some

good local restaurants.

Yamamoto: Kinosaki Onsen in Toyooka City is a good example of what you just said. They decided to cut off meals

from their accommodation package entirely and just let their guests roam for their food. Guests wear yukata(a casual

and relaxed unlined cotton garment) and stroll around town , which became an attraction on its own. The inn offers its

own meals too of course, which some guests prefer. | met a Chinese couple staying there that told me they chose the
Kinosaki Onsen because they didndt wareadtagdodlaughuSeeirigthiskindot h e
of accommodation style for the increasing number of tourists with specific preferences makes me think that rural

areas in Japan have great opportunities for growth in the future.

Hara: | think Japan is more blessed thanEurope and America in that there are 97 airports exist nationwide. We end up

taking that for granted, but there are two times the number of domestic airports than prefectures themselves. Most of

these airports have extra capacity and have potential to accet more tourists. | understand the controversy around the

decision to construct these a while back, but we have to realize that these are the foundations of an even greater

tourism industry that spreads foreign capital across the nation.

Yamamoto: In my home town, Kitakyushu Airport operates 24 hours a day, bringing in a great number of inbound
tourists. Thereds a | ot to do t hteurse are fmnding everytHing thaywaeed on i s
online now, one of them being vacation rentals. Could you explain why these vacation rentals are so popular now?

Hara: Thereds a 2LDK apartment five minutes walking from O
USD) per night. Because has two rooms that can accommodate upto six peoplesayi ng t he ni ght , it ¢
and attractive to families compared to conventional hotels. The marketing has gotten clever too. Once you finish

making your lodging reservation on the internet, recommendations for various activities pop up, like can oeingin a

nearby canal or watching a sumo match. The costs for those are around 5,000 yen (roughly 46 USD) and easily catch

the eyes of foreign visitors.

Yamamoto: The root of the biggest problems with vacation rentals at the moment is the difficulty in identifying who

actually stays. For visitors to continue enjoying their trips to Japan in a safe way through these updated business

model s, passports should be checked, and all necessary s
thesenev modes of tourism develop properly. Webre running ou
that you think havendt been addressed in the Japanese to
Hara: I 61l finish by stating my opinion that the Japanese

2020 and 60 million in 2030 and reaching tourist consumption amounts of 15 trillion yen (roughly 138 billion USD) are

37



fully achievable. We analyzed big data from 4,000 foreign tourists who visited Japan using statistical models to find

out what type of people are likely to visit Japan again. One of the fascinating results was that there is a statistically

significant relationship between tou rists who want to re -visit Japan and tourists who bought fruit in supermarkets

during their trip. The knowledge that Japanese fruit are flavorful and high in sugar content is obvious for us, but

many foreigners are surprised when they bite into their first one in Japan. It led me to think that fruit picking or

similar activities are big opportunities for Il ocal distr
a different note, | really think that more Japanese people, especially theyouth, should be able to speak English.

English skills are indispensable in this day and age, particularly when it comes to anything tourism related. Japanese

peopl eds knowledge of the [ anguage is mainly dterrievaeldl yf rtoe
people how to communicate with the rest of the world. 18
attitudes on learning English when | tell them that speaking it well allows them to better support their families and

open opportunities in life.

Yamamoto: | see. Thank you very much for your valuable time and knowledge.

Tadayuki Hara

Ph.D. in Hotel Administration, Cornell University. Official consultant of the United Nations World Tourism

Organization (UNWTO). Expert Advisory Committee member of the United Nations Educational, Scientific and
Cultural Organization (UNESCO)ds Institute for Statistic
I nternational Civil Avi ation Organi z at ieloping thel AQatian )Sétedlite Ai r T
Account Recommended Methodological Framework (ASA -RMF). Sole scholar in the United Nations who patrticipates

in all projects related to setting global standards measuring economic activities relevant to tourism, culture, and

aviation. Resident of Florida State, USA, with Japanese nationality.

38



Tourism

Among numerous elements that make for profitable tourism, having a competent leader at the helm is a must. On

top of this, developing and utilizing Destina  tion Management/Marketing Organizations (DMO) is indispensable

It is my belief that tourism is one of the greatest foundations for regional revitalization. Especially in Japan, it
makes perfect sense to proactively draw in both domestic and foreign tourists when considering the wide -ranging
economic ripple effects the industry can have in countering symptoms of population decline. In my country, many
have taken advantage of the rapidly increasing inbound tourism. Foreign tourists visiting the country in 2017
increased by 19.3% over the previous year, reaching a record 28.96 million With just 8.35 million in 2007, the number
has tripled in ten years), and the money that foreign tourists spend in Japan hit a record high 4.4161 trillion yen
(roughly 40 billion USD) as well, a 17.8% increase from the previous year. It is no exaggerationto say that inbound
tourism is becoming a pillar of the Japanese economy.

As you have already expected me to say, this did not happen naturally. Successful tourism expansion in Japan
is the results of arduous efforts made by both the central and municipal governments. The central government crafted
and implemented a series of macro policies including safe and calculated relaxations of visa requirements, an
expansion of the tax-free shopping system for foreign tourists, revamping of customs, immigration, an d quarantine
(CIQ) systems, buttressing of airline networks, and tourism promotion marketing. Meanwhile, strongly motivated
municipalities adopted micro policies such as implementation of multilingual support systems, improvements of
communication technolo gies such as WiFi availability, and arrangements to dock cruise ships. In the future, it will
become increasingly important for rural areas to identify and refine neglected aspects of their region to ensure that the
only places foreign tourists visit are notalongthesoc al | ed o6gol den routed (tourism in
and standard sites around Tokyo. Japan is rife with lush nature, history, and culture that municipalities can tap into.
These activities can help spread profits to every corner of the country, and | believe many activities in my country can
serve as examples for others.

Before my appointment as Minister, | visited Niseko Town in Hokkaido as Chair of the Liberal Democratic
Partyds Research Commi ss i oauristh Orientad NaionEThd tavh tedeisels meghlyt 1006000 a T
tourists on a quest for fresh powdery snow every year. Stunningly, 40% of those visitors are repeaters. If you ever
visit, it is understandable why people are desperate to return. Unlike much of the dense snow in some European
pl aces, Ni sekobs is so fluffy that patches of the brilli
word spread online from an Australian skier, leading to an entire fanbase in France and other European coun tries.
Eventually, people from Hong -Kong and Singapore began pouring into the town as well. The snow itself was not
enough of a catalyst for successful and sustainable tourism, however.

Effective content creation and solid marketing that lead to continued sales are musts in making tourism
profitable. Niseko realized that conventional bases, such as intuition, experience, and assumptions, simply do not
suffice. Taking heed of this of this, the Japanese government has taken the initiative to develop Japanes Destination
Management/Marketing Organizations (DMO) to make tourism more profitable. DMOs methodically use

information and participation from both the public and private sector in regional areas and act as the entity in the
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driving seat of tourism promo tion. Conventional tourism development methods have several inherent problems.
First, there is a lack of participation from (or lack of initiative in drawing in) various organizations within the region,
whether they be civil society or business. There is dso a lack of sophistication in data gathering and analysis.
Evaluating what kind of tourists visit a certain area can help target the appropriate demographic and offer insights
into what kind of branding is necessary to improve tourism flows. On top of th is, DMOs take the next step by
providing superior marketing, analysis, and management services using objective data and indexes. This, in turn, is
buttressed by the Japan Tourism Agency (JTA) that registers Japanese DMOs and candidate entities, giving DMOs
and their business partners the necessary help from appropriate government agencies. As of March 30, 2018, 70
corporations are registered as Japanese DMOs and another 128 are registered as candidates. It is my pleasure to

introduce some of these DMOs and excellent case examples in tourism from my country.

Hyogo Prefecture
Toyooka-City DMO

Where inbound tourism increased by 40 times over the course of five years thanks to public  -private marketing

Toyooka, a quaint city nestled between mountains with a population of just over 80,000, is located in
northeastern Hyogo Prefecture, facing the Sea of Japan to the north and Kyoto Prefecture to the east. The main
industries here are tourism, and, a little surprising to even many Japanese, bag manufacturing (asone of the four
major bag industry districts in Japan). As for tourism resources, it boasts the nationally famous Kinosaki Onsen(hot
springs), |l zushi castle town, sometimes referred to as
natural monument. It punches far above its league 8 more than 4.7 million tourists visit this district annually. The
main draw for these tourists is Kinosaki Onsen, a natural spa and hot spring town with a rich 1400 -year history.
Through taking advantage of this bl essing bubbling up from deep down below, inbound tourism is prospering. The
area has a chic townscape with rows of willow trees and arched stone bridges over the peaceful Otani River flowing
right through the center of town that has long gracefully welcome d travelers. People have long compared the entire
town to one large welcoming hotel dthe station is the entrance, the main road is the corridor, the inns are the guest
rooms, the souvenir shops are the general stores, and the seven main outdoor hot spring are one large communal
bath.

The charming lodging is in the quintessential Japanese style. Guests wearingyukata(a casual and relaxed
unlined cotton garment) and geta(wooden sandal clogs) strolling around town full of old three -story wooden
buildings lining up against each other caught considerable attention from the West. Today, one-third of the guests are
American, European, or Australians on Foreign Independent Tours (FIT) as Kinosaki Onsen began targeting
individual tourists after considering their range of options. The area has few largesized ryokan(Japanese style inns)
that can accommodate big tour groups from countries like China. Most of the inns are small and family -owned,

preferring individual or family travelers.
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The mix of natural beauty and old -fashioned hospitality is not enough to sustainably draw in millions of
tourists, however. There is always a mechanism behind the scenes in recent successful tourism districts in Japan. In
2012, a group of young entrepreneurs in Kinosaki Onsen beganactivities to draw in visitors, and in collaboration, the
city of Toyooka established a municipal division devoted to attracting both domestic and overseas tourists. Utilizing
the Ministry of 1 nternal AréafRewtdlization Busirds Piamsystemy the cityatouglat im Stasff
dispatched from Rakuten Travel specializing in internet -based overseas marketing strategies. In 2013, the lodging
facilities in the city began reporting accommodation usage data of tourists and as a result of the data analysis,
strategists deemed it appropriate to market towards Europe, North America, Australia, and New Zealand,
immediately kicking off collaboration projects with European and American tourism sites such as Expedia (U.S.A.)
and Booking.com (Holland) in order to accommodate reservations in foreign languages. It was in the same year that
the renowned French travel guidebook oOoMichelin Green Gui
big spotlight on the r egi oyodkssCitystated its®wam tourisrd infermation siteinn 2015,
English, collecting tourism data and conducting surveys mainly through the Wi -Fi they provided around the city. The
point | would like to articulate here is that even before the central government bega n rooting for tourism policies,
Toyooka City had already taken various initiatives very similar to those that the central the government would
eventually recommend.
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Toyooka City did not stop there. The municipality realized that there were limitations in what the city
government alone could do. In June 2016, they establishe
(TTI) that immediately began hiring those fr om the private sector with appropriate experience and knowhow. The
cityds mayor, Muneharu Nakagai, acts as the Board Chair
was reserved for Shigeru Tanabe, a former businessman from Mitui & Co. Other high level and lower level staff are
composed of private sector employees as well, from companies such as Willer Corporation, Zentan Bus, Tajima Bank,

Tajima Shinkin Bank, and Rakuten.
TTI 8s mission is threefold: ( dis)levaragingauserinfoymation (sex,dgen a mi ¢

nationality, etc. of tourists), noting tourist spending to formulate better data -based marketing strategies; (2) to
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profitably operate the booking site 0Visi tyikhrongzesaak i 6 and

coordinate local merchandise sales for both domestic and overseas markets in close cooperation with the trading
company Willer Corporation (established natively in Toyooka City) and information center Sozoro operated by
Zentan Bus Company in Kinosaki Onsen. The area had 58,000 lodgers in 2017, which is an increase of 13.8% over the
previous year. As any successful organization does, they set a key performance indicator (KPI), which in their case,
was 100,000 foreign lodgers by 2020. | believehey are well on their way to success.

It takes no Socrates to see that their DMO is successful. | continue to find myself coming back to the example
of Toyooka City as a stellar case of destination management/marketing organization establishment for thei r
incorporation of the private sector in regional revitalization efforts. | keep an eye out on their progress and cannot

help but smile every time | hear of new developments.

In addition to tourism as a tertiary industry brings in outside money, Toyooka City also hosts robust and

uni que | eather bag production sites as a secondary indus:

1000 year plus history that began with wicker trunk manufacturing. Although areas in Tokyo, Osaka, and Tatsuno

City are also known for their quality bag manufacturing, each with their own rich traditions and history, Toyooka
takes the crown. According to industrial statistics in
(roughly 93 million USD), the highest in Japan.

Of course, things change over a millennium. Few companies have original products now, which many fear
foretells of a wilting industry. Most bag makers here found it more lucrative to produce for big name brands (as
Original Equipment Marufacturers or OEMs), and even this took a hard hi
the early 1990s0d due to a high yen rate, they decreased as Chinese import products emerged in large numbers on the
Japanese market. OEM orders for Toyooka bags in2014 were only 40% of the volume compared to 1991 during the
industryds peak period.

Thanks to recent lower yen rates, Japanese bag production is making a comeback. This is bolstered by other
domestic producers having withdrawn from the market. Although s eemi ngly auspicious for
manufacturing industry, there is an urgent need for them to strengthen their reputation and skill level as
manufacturers have grown too reliant on OEM production. Many have also taken a note of the lack of leathe rworkers

with the appropriate expertise to take a lead in the market.
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I n April 2014, | personally wvisited the 0Toyooka Bag
is a three-story building on the Yoita shopping street (endearinglyreferred t o as t he oO0Obag streetd)
of Toyooka City, which was renovated from a large vacant property. A musical instrument store in its last
reincarnation, the stylishly revamped building was designed by local artisans and craft people. There is a unique
small-town charm to the large, clean, well-light building. The first floor is the specialty stop for Toyooka bags, the
second floor is reserved for bag parts, and the third floor is a professional school forbag-ma ki ng cal |l ed t he
BagArtisan School . 6 Run by Toyooka T o-public @maratidn barkedtby the cifycand, Ltoc
their chamber of commerce, shopping streets, and others donors, it strives to raise the next generation of craftspersons
through its rigorous one year, 1000 hour program. Since the original building had low ceilings, a wide hole was
punched through the center of the building all the way down to pour natural light to all three floors and erase any
discomfort that would have been caused by the ceiling that rested a little short of our heads. Uplifted by the newly
created atmosphere, | had an opportunity to carefully inspect the specialty shops in the first and second floors.

The O0Toyooka Bago6 was the countryods fisr ©tReign @duwmsat r iCall |
Trademark, 6 winning its spot in 2005. Bags with the cert
demanding criteria set by the Hyogo -Prefecture Bag Industry Association and meet the expected level of quality and
craftsmanship. The association is known to be strict in regard to design, specification, materials, parts and sewing.

Only companies complying with the rigorous criteria are allowed to slap on the prestigious Toyooka Bag label that
informs the buyer of theproduct 6 s superior wor kmanship, carefully finis

they are made, it is understandable why they have such high quality.

Going up to the third floor to the Toyooka Bag Artisan School, | saw the ardent students at work d espite it
being a holiday. Adroitly whirling their sewing machines and rubbing soft leather together, anyone could see how
intent they were on learning the process of bag production in and out, including planning, design, and cost
accounting. Local companies send instructors to the school as one of their forms of contributing to the area in an
attempt to cope with labor shortages. The school issues certifications to its proud graduates that guarantees for
employers a certain level of knowledge and skill & of course, many with the will of self -help decide to start their own
businesses. It would be an understatement to say that this process is not easy. Not only is the 1000 hours of the hands
on class time arduous, but the entrance fee and course fees combine@xceed one million yen (roughly 9,000 USD).

Regardless, there are two times the applicants than enrollment accepts. In the three years the school has operated, the
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school has 23 graduates, 15 of which found employment at local bag producers in the city, showing that the
revitalization process for the precious industry has taken a start.

| truly believe that this system represents regions hoping to find successors to their important traditions and
industries. One opinion | had is that the city as a whole n eeds to better link its image with quality bags, but the fact
that Artisan Avenue still only receives 20,000 visitors annually is validates my point that the facilities here should
utilize information, data, analysis of the data, and marketing based on the se to increase profits for the sector as is the
case with inbound tourism. Within the scope of the domestic market shrinking due to a declining population in Japan,
| believe their overall strategy could include exports to overseas markets as well. As the quality makes the bags
practically sell themselves, there is ample room for growth if they utilize data analysis and marketing in the same
manner & la tourism.

Toyooka is a small local city but has garnered international respected by developing a town that balances its
picturesque atmosphere with a bountiful and sustained economy. Aside from the above -mentioned activities, it even
has the Kinosaki I nt er nat i o n-ntresidence sp€calizedenmperfordiagmdsrsucisas| ar g e
dance andtheater. Selected domestic and foreign artists drawn to it through public advertisements are allowed stays
of up to three months without charge but must hold free open rehearsals or talk events for citizens and tourists. The
city also has the Hyogo Park of the Oriental White Stork, a research institute which protects, breeds and releases white
stork, an endangered bird species; at present, the institute has provided crucial help to more than 100 white stork that
are now in the wild. Local farmers cultivate special rice paddies rich with frogs and insects for a sustainable
environment that allows for white storks to thrive. The
white storkso6é6 that sell s for t ediseeiagthesedacilpies that succeededintursquec o mp |
partnerships able to make greater profits.

Although those making a trek to Toyooka are required to train for at least two and a half hours from big cities
like Osaka, Kobe, or Kyoto, the city has succeeard. | hope to make it clear to leaders of local districts that a remote
location cannot justify the lack of success. Looking at Toyooka City blooming with numerous examples of regional

revitalization goes to prove my point.

Lesson #5
Approved DMOs are to be trusted as leaders in developing tourism sites, and in turn, these organizations should be
run mainly by the private sector. Revenues from the Hotel Accommodation Taxes should be directed towards

establishing and developing DMOs.

Shiga Prefecture
Biwa -ichi

Where cycling tourism was the key for successful sports -oriented regional revitalization
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Sportscanbeanonc onventi onal and reliable choice as -Peopkey f o
Job I ntegrated St r ateptglydverimerd desighatels sportd as@a eesodrse useful for regional
revitalization and touri sm. Ttrat egy q uoodntedsregiomalvilalizatiesn st r a

to increase GDP. The number of foreign visitors to Japan hoping to engage in sports and related activities shall be
increased to 2.5 million annually before 2020 (about three times that of 2014, which was 0.86 million), and the amount

spent in domestic sport tourism shall be increased to 380 billion yen (roughly 3.5 billi on USD, about two times that of

2014, which was 197.3 billion yen). o6 A challenge indeed.

In March 2016, the Japan Tourism Agency, the Agency for Cultural Affairs, and the Japan Sports Agency
concluded a comprehensive partnership agreement. In August the following year, the Japan Sports Agency
kickstarted the Public-Private Cooperation Council for Sports Tourism Demand Expansion. With that, concrete
actions directed towards achieving the aforementioned sports -oriented national growth goals are moving forward at
an exciting pace.

Many municipalities have made attempts at sport -oriented regional revitalization, and Japan has seen
numerous success cases. For example, Miyazaki Prefecture has taken advantage of their warm climate that sees zero
showfall to attract the autumn and winter games for professional baseball and soccer teams. As previously
mentioned, Niseko Town in Hokkaido has also upped their foreign skier tourist numbers at remarkable rates using
their powdery snow as a foundation. Piggybacking on the momentum and fame of the Tokyo Marathon, local
marathon races are rapidly on the rise. Japanese are apt to forget about, or not even realize, but localitybased J
League soccer teams have given unprecedented energy and pride to hometowns around the countryfor over 25 years
as well. Without many of us even noticing domestically, sports are engines of profit.

Within this bigger picture, | would like to shift our attention to cycling tourism, which has gained popularity
in recent years. TheSetouchiShimanamiKaido(the Setouchi sea route) which runs from Onomichi City of Hiroshima
Prefecture to Imabari City of Ehime Prefecture via eight islands and nine bridges is now endearingly referred to as the

holy road for cyclists. 185,000 cycling enthusiasts poured into Onomichi City in 2016 alone in search of this beautifully

paved road with a dazzling view. Meanwhile, Saitama City

wel comes 100,000 fans every year. VYamaggclPrePeetectuivamg

and Wakayama Prefecture in 2017 completed the construction of the Wakayama 800an 800 km cycling road. In the
midst of this hype, Shiga Prefecture made a splash with its own version of sports based regional revitalizati on called
t he o&iBdtwia. 6 | v i sGiantsStbre takéiwafMariyeonate see Kazuhiro Miyamoto, mayor of Moriyama

City and one of the main contributors to the regionds
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oBiwahi o6 i s an abbreviati on wleenthbhsiadtsaBsvaibteeenamelofdheg us e d
celebrated and nationally famous lake, andichi, t echni cally translating to o0one, 6
Hence, Biwarichi refers to cycling around the entire lake. One loop is 200km, which is manageable even for a beginner
if given a decent road bike and two days as the road is mainly flat. In a daring move, Shiga Prefecture focused their
resources and attention to Lake Biwa, arguably their greatest local resource, in order to up inbound tourism number s
and concomitant tourism revenue for their regional revitalization. The region had always received a decent number of
cyclists, but the establishment of the 0Cycling Country
was the trigger that boosted Biwa-i c hi 6 s popul arity. Both NPOs and private
which issues certificates for successfully bicycling around Lake, prepares and distributes guide books, cooperates in
establishing and growing local shops, and hol ds symposiums and other related events. This council aims to not only
increase tourismbs positive effects by increasing the nu
for the prefecture that highlights its beautiful natural environment, health, and slow tourism. They hope to leverage

Lake Biwa6s popularity to further promote cycling.
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When Shiga Governor Daizo Mikazuki announced that his prefecture will start the promotion of Biwa -ichi as
a special program for regional revitalization and tourism, a series of measures for cycling tourism around Biwa -ichi
were taken in rapid succession by local governments. Partly by taking advantage of regional revitalization related
subsidies, the prefecture and municipalities installed two rental stat ions for road bicycles, 126 cycle support stations
(which provide parking racks, bicycle pumps, and other tools in roadside stations and convenience stores), and route
guide signs approximately 20 km apart from each other on the road. Along with this came a test project which uses
fishing boats in Moriyama City that act as water taxis and allow for bicycles to be carried across the lake. The
prefectural government established The Biwa-ichi Promotion Office in 2017 to manage the new activities and growth.
The office quickly took acti eingchii nRIlwsdd nvwh ipa o nood ni snigs tt sh eo fo
views that takes the cyclist further away from the shores of Lake Biwa to enjoy other areas of the prefecture.

The mayor of Moriyama City, Ka zuhiro Miyamoto, also plays a vital role in Biwa -ichi promotion. A former
bicycle race team member himself from the prestigious University of Tokyo who spent countless hours on cycling
tours, the mayor has actively expanded cycling culture in his city. Off ering a subsidy that helps residents buy road
bicycles is just one example. Perhaps a more appropriate example is how he succeeded in negotiations with the world
famous Taiwanese bicycle manufacturer Giant to open a company shop called the Giant Store Lak&iwa Moriyamain a
lakeside lodging facility in March 2016. As a bicycle rental store, it takes a similar role to those preestablished in the
aforementioned Shimanami-Kaido in Onomichi City and Imabari City. The lodging facility itself has been entirely
renovated in December 2017 by Marriott Hotel which saw budding business opportunities in the area.

During my visit to the Giant Store Biwa -Lake Moriyama, Mayor Miyamoto passionately discussed the history
and potential future of Biwa -ichi and the various pr ojects he hopes to bring to fruition. | understood how he was able
to attract so much investment to the city after seeing his charisma and drive 8 although Moriyama City occupies only
a portion of the Biwa -ichi course, there is no question that this person holds the key to the future outcome of the
regionds revitalization. One of the stories he was kind
Mi yamot o brought Governor Mikazuki and Liu Kin Hyou (0Ki
Manufacturing, around the Biwa -ichi course. Mr. Liu, age 82 at the time, ended their 20km ride with the comment,
0l 6m satisfied with the scenic views. I n othaughr, themabbes ta
more work to be done. The prerequisites for that are set.Good luck.6 He had a poi nt -KaitlonBiwak e S|
ichidés cycling road is not i mmacul ate, and the city is s
of Mr. Liu, a distinguished leader in t he bicycle industry, clearly shows the greater potential of this project. It was Mr.
Liuds visit and entire cour se r tKaidotolgainworklwide papuaarity. Other f | a me s
than Biwa Lake, Shiga Prefecture has numerous famous tempks and shrines including Enryaku Temple, Ishiyama
Temple, Mii Temple, and the statue of the 11-faced goddess of mercy (designated as a national treasure) of Kogen
Temple which can attract tourists in much greater numbers if utilized appropriately . As the government as a whole
makes strides towards regional revitalization, it is quite possible that this district can genuinely become a holy land

for cyclists and beyond in what can seem like overnight.

Lesson #6
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Sports tourism is a key pillar of experience-based tourism. In Japan especially, cycle tourism is very important for

raising the number of inbound tourists who spend money locally.

Saga Prefecture

Utsuwadanshi and sake brewery tourism

Where a newly energized service sector builds on tra ditional industries

Arita Town in Saga Prefecture is the production place of Arita ware, one of the most famous ceramic wares in
Japan. | would Ilike to introduce here a popular tour | ed
translated to bowl boy¥in this town of just 20,000 residents.

These bespoke townwalking tours tailored for small groups is led by young men who have deep knowledge
of the town of Arita and its famous Arita ceramics. The staff revolves around eight core employees hailing from local
government and tourism industry org anizations, and offer for firsttimersintheirso-c al | ed beginner 6s c
around historic landmarks and townscapes such as The Kyushu Ceramic Museum, Izumiyama Quarry, and Touzan
Shrine. For heavyweight fans of Arita ceramics, there is a coursewhich allows participant to choose their own teacup
(to keep) and enjoy fine tea in a traditional house where they can also meet the artist who made the vessel. In another
course, participants rely on an anci eapan. Bas& poursepcaebbepl| or e p

customized to suit the visitorods wants as wel |l

This project began in 2015 based on the assumption that there is demand among visitors who prefer traveling
around freely as opposed to conventional group tour packages which can make the participant feel restrained. | was
lucky enough to attend a short to ur course where the Utsuwadanshi competently answered any and all questions |
had with charm. In brief, it was an incredibly well organized and fun tour, and | am excited to see their next plans of
better understandi ng t hei rirstayi A pradsant; tbedgoalhoh Utsuvgadanshi isina o guinh e n t

profits, but to inform people of the riches that Arita has to offer. | see it as a long -term investment. This groundwork
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sets the course for a more robust local economy through increased repeatewisitors and purchases of Arita ceramics
among other potential goods and services that have potential to make headway.

Next, | would like to introduce another curious activity that utilizes local resources in the prefecture, referred
t o %akaguvgsakebr ewer y) T o ur-Hanasbuku of Kashima €ity. Hizen -Hamashuku, a group of
historical buildings, is located at the mouth of Hama River which faces the iconic Ariake Sea. It developed in the Edo
period (1603-1868) into a beautiful townscape surrounded by water with three distinct zones: an inn area, a brewery
area, and a harbor area. Blessed with the pure crystal clear water flowing from the Taradake mountain range in the
southwest and high -quality rice to match it, sake breweries that flourished in the Edo period with classic white wall
designs and thatched rooves still exist today.

To be more precise, there remain six breweries in business today. These historic institutions are the base for
the sake brewery tourism since 2011 and showcase events sth as the Flower and Sake Festival in spring and the Sake
Breweries Festival in autumn that are supported by the entire district. These dynamic events laden with culture
provide visitors with a new style of travel and an opportunity to meander around town  and hop from sake brewery to
sake brewery, enjoying local delicacies and | earning abo
of the residents and | ocal government employees, .[86rdeD0O0
to make the popularity more sustainable and long -term, the town began renovating old houses and promoting
housing facilities for new permanent residents as well. These tourism activities and calculated measures to increase

the citydd hpmpap wlcatiived y use | ocal resources is effective

Lesson #7
Utilize unique local resources for both public -private cooperation in the service sector; novel ideas for events are

generally beneficial.

Nagasaki Prefecture

Shimabara Tourism Bureau

Stimulating and unifying the tourism industry through organization reform and bringing outside talent
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Shimabara City has set a curious precedent by establishing a tourism sector that successfully draws in profits
from outside by utilizing external human resources. When | was appointed Minister, | defined regional revitalization
as raising the average incone of agivenareadShi mabar ads activities match my defi
explain.

The city is located in the eastern part of the Shimabara Peninsula in Nagasaki Prefecture in southern Japan
and has abundant tourism resources such as the Shimabgaa Castle well known for the historic Shimabara Rebellion,
natural water designated as one of the best in Japan, outstanding hot springs, and a geopark. To actually put these
treasures to use, the city utilized the Regional Revitalization Talent Support System and through it, welcomed the
help of Susumu Shiono, a young government official from the Ministry of Land, Infrastructure, Transport and
Tourism, in September 2015. Assuming the post of director-in-charge for tourism strategy, Mr. Shiono clarified his
policies; (1) to take a handson approach; (2) to pick and choose his battles; and (3) to prepare solid groundwork for
sustainable quality tourism. He analyzed the city6s acti
identify issues that needed to be addressed.

For one, he noticed that the organization which manag
with the community. Responsibilities were dispersed and blurred, and more than one party acted as the operator of
tourist facilities or as event organizers. In addition, most of the human resources were put towards internal
management, and few personnel were able to be involved in quantitative analyses of important subjects such as the
ratio of out si de consumptiondrends. Fromdhe butset, it ivas tlesaBto him that there was no
consideration for evidence-based policy making (EBPM).

There were different sets of issues as well. For example, management of Shimabara Castle was strictly
commissioned to a designated administrator, and its profits were not able to be used for other purposes or projects.
As one result, priority levels for these events and projects were nearly impossible to set. | would like to personally
note that these problems are found in almost every municipality; it is understandable how they come about seeing the
structure of Japanese administration. Taking Mr. Shionod.
Shimabara Tourism Bureau to strengthen the governance of tourism faciliti es and better integrate stakeholders from
the four main local resources (hot springs, inns, souvenir stores, and the castle) into unified tourism operations. The
mission of the organization is one that is seemingly simple but difficult to achieve: unify th e management, operation,

advertisement and others important components of profitmaking in the tourism sector that take into account all
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resources in the city. The city accepted the challenge though, and established the bureau as a private company, setting
the Shimabara Castle as the lotus of their project. Shimabara City gave twothirds of the investment and called for the
private sector to fund the rest. To everyonef6s pleasant
was required. Needless to say, this was a good sign.
After the organizationds foundation had been establis
field of tourism (an important factor in successful tourism based regional revitalization, as | have previ ously
articulated). Shinji Nakamura, Former Representative Director of JTB Kyushu, one of the largest travel agencies in the
world, auspiciously came on board as CEO of the newly minted organization. With the gears ready to churn, the
bur eauds &sitacenducttasnsukh quantitative analysis as possible and set their eyes to families within the
Kyushu area as their first target demographic with initial KPls as nhumber of inbound tourists, satisfaction with visits,
and making profits within three years . Their benchmark for these were entry numbers into Shimabara Castle.
Results were even better than expected. Although the organization set their target to three years, they were
able to get out of the red in their first fiscal year. One of the reasons was the flexibility they had in their cooperation
with the private sector that, among other benefits, inspired and actualized novel ideas. Other cities attempting
tourism based regional revitalization would have difficulty even imagining holding eventssuch as t he o0Cast | e
SleepoverdGl ampi ng in Shimabara Castledé and the various wuniqu
Tourism Bureau began offering. The city also received young staff and interns from IT companies from outside their
area to increase effciency and promote sharing economy practices.
| repeatedly stress that to make profits, each district must come to terms with its strengths and weaknesses,
analyze their realistic options, think outside the box, and take action. The spirit of self -help comes into play from the
start of the process and must not be abandoned.
Regional revitalization has also become a race against the clock in this day and age. The feats accomplished in
this book are not simple. | myself, however, would like to offer my reso urces and abilities to help ambitious districts
in whatever way | can. Through taking full advantage of city manager positions and other systems that have been
largely ignored in Japan up until now, the possibilities are infinite. | wish the best of luck t o the emerging regional

leaders of the world.

Lesson #8
Many regions have found a similar recipe for success: drawing in outside talent and integrating them with their

domestic management and local tourism resources.

Gifu Prefecture

The Chiune Sugihara Memorial Hall

Where modern-day opil gri magesé have brought new waves of touri
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Tourist choose their destinations for a myriad of reasons. Many who visit Yaotsu Town are arguably of a
special variety.
The Chiune Sugihara Memorial Hall is located in Yaotsu Town, Gifu Prefecture, and takes more than one

hour via express train from Nagoya Station followed by a car ride for a visit. Only a fool would consider this

convenient access, but Israeli tourists who visit this place are curiously increasing year by year.
|

The reason behind this is actually quite simple. During World War II, Mr. Chiune Sugihara, a now celebrated
Japanese diplomat, betrayed direct orders from his government (risking his job and even his life) and issued transit
visas that saved 6,000 Jews persecuted by Nazi Germany. In Kaunass, the second biggest city in Lithuania, the
building that was formerly the Empire of Japands consul a
portrait glows on postage stamps in the country.

When | had started my tenure as Minister, Mr. Furuta, the Governor of Gifu Prefecture and a former
colleague of mine in the Japanese Diet, personally requested that | visit this hall. It was about time | did so. | had
always wanted to witness with my own eyes the community that nurtured such a magnanimous individual with

benevolent virtues. Characters like he are what make me truly proud to be Japanese.
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And visit | did. This double -decker memorial hall was recently renewed in April 2015 with an are a of roughly
300 constructed entirely of fine quality Japanese cypress
a diplomat in chronological order. | awed after my feet naturally stopped in front of one of his visas that saved an
innocenti ndi vi dual 6s 1ife. Next to this were official tel egr
of Foreign Affairs. The refugees who had escaped from Poland to Lithuania hiding from Nazis came in masses to the
Japanese consulate in Kaunassl.ithuania, in desperate hopes to obtain transit visas. After much anguish, Mr.
Sugihara personally decided to issue them. Betraying direct government orders is not easy, even in contemporary
Japan. Driven by his humanitarian stance, Mr. Sugihara prepared for dismissal and even worse, stuck with his
position, and furiously wrote and signed 2139 visas day and night with a swollen hand. It is said that his last visa was
flung out of his train window to a Jewish family as he departed Kaunass, mentally preparing himself for the
punishment that comes from betraying government orders. Every Japanese politician has a motto that they publicly

advertise to represent their way of life, philosophy, policymaking, and hopes in representing their country. Mine has

longheen t o ofoll ow altruism, not personal rewards. o6 | belie
experiencing Mr. Sugiharads endeavors renewed my core ptr
After a popular movie about ChiuneSugi harads | ife hit the screens in 20

to the memorial hall in Gifu increased from 10,000 to 50,000. On the national scale, the number of tourists from Israel
to Japan increased 34.2% over the previous year in 2016 to eemarkable 30,000. The jump in visitors to the memorial
hall from the country jumped at a bigger rate from 300 in 2011 to more than 2,000 in 2016. Gifu Prefecture and Yaotsu
Town that hosts the museum made proactive efforts to make this happen.

In July 2016, Yaotsu Town, Tsuruga City of Fukui Prefecture (which also has a connection with Chiune
Sugihara) and other neighboring municipalities which receive great numbers of foreign tourists, including from Israel,
formed a council to amass and further promote si ght seeing routes dubbed o0the Chiu
their activities was a marketing campaign in Israel and the United States where many Jewish people reside. Although
unsuccessful in their 2017 bid, they continue to strive towards registrati on under UNESCOG6s Memory
Register as well. Objectively speaking, the number of Jewish visitors is still relatively low, and challenges abound. For
example, Yaotsu Town lacks accommodation facilities, which restricts visits from tourists to only d ay trips to Yaotsu.
Most tourists in the area lodge in nearby Takayama City, which received more than 7,300 Israeli tourists in 2015.

The optimistds viewpoint is that there is ample room
include transiti oning to lodging -type tourism, offering foreign languages guides and signs around town, and
advertisement methods. | hope that their activities utilizing their unique contents will result in success that can
showcase to the worl d @hatkindd indd/idupls theihfrom dyscountiyf e and
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With the necessary foundations in place however, my
stages, Gifu Prefecture introduced an inbound strategy that articulates their target countries and r egions, uses various
approaches depending on available resources and types of tourism, and assigns foods and goods to be marketed and
sold in a comprehensive manner. Interestingly enough, the council set their target as not the popular China or Korea,
but rather Singapore and other Southeast Asian countries. The total number of foreign lodgers in Gifu in 2016 was
1.01 million, (coming in at 14t place in Japan), which exceeds the total number of lodgers in six Tohoku prefectures.
Compared with the 620,000 nights spent in neighboring Ishikawa Prefecture (18t), 480,000 in Shiga Prefecture (2%)
and 50,000 of Fukui Prefecture (47), one might say that their strategy with narrowed targets is effective. | look

forward to seeing the future development of Yaotsu Town.

m“ﬁm.!

R ¥ g
i e

This type of tourism where visitors go on a journey Vv
tourism. 6 Gifu Prefecture has fostered other | ocations f
City to be their holy sit e, which caught attention after the anime film Your Namemade a splash in theaters. 10,000 fans
pour into Hida monthly to take a glimpse of the cityscape in which the movie was based. During the peak summer
vacation period in August 2017, 14,500 people visted Hida for their anime pilgrimage. Of course this success is not all
attributed to the movie. The cityds government staff fre
the business opportunity, disseminating information and advertis ements through Twitter, Instagram and Facebook to

target young travelers. Thanks to these efforts, the Anime Tourism Association included Hida as one of the 88 must
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visit Japanese anime locatiadhsough internet polls. This in turn stoked the flames even further. It may be uniquely

Japanese, but this is another development on which | 8&1l]1

Lesson #9
The establishment of an inbound tourism strategy that clarifies target countries and regions, uses different approaches
depending on the tourism theme, and unifies sales in a manner that integrates a number of stakeholders often proves

to be successful. Tansitioning tolodging -t ype touri sm and sightseeing is key fo

Kanagawa Prefecture

Tsurumaki Onsen o0Jinyabd

Profits through a comprehensive IT strategy that branch out profits from a family ~ -owned Japanese inn

| would like to take the opportunity to explicate here the story of ryokan(traditional Japanese inns), which
account for approximately half of the 80,000 commercial accommodations (hotel, ryokan, cheap lodging facilities and
boarding houses) given licenses in Japan.

To successfully achieve regional revitalization and local Abenomics (Pr i me Mi ni st er Shinzo
revitalize the economy, a three-pronged approach that combines fiscal expansion, monetary easing, and structural
reforms), productivity improvement in local service industries is imperative.

Over the course of six months from November 2015, rich and lively debates took place at the Local Job
Revitalization Conferences (a private meeting with advisors and the Minister of State for the Promotion of
Overcoming Population Decline and Vitalizing Local Economy ). It was an exciting time to say the least, seeing the
infinite possibilities for what Japan can do. One of the topics that particularly left an impression on participants was

how Japan is blessed with high productivity rates in the manufacturing industry compared to the United States, while
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the productivity of the service industry -- which accounts for roughly 70% of employment and the GDP in modern
times -- unfortunately remains at strik ingly low levels.

Admittedly, the agricultural sector, tourism, and local service industries rooted in the countryside all suffer
from low productivity. Service is different from manufacturing in multiple regards, but as for the latter, it is possible
to largely segregate demand from supply in most cases as products can be manufactured in local plants and sold in
cities. This is not the case for the service industry, as sales of product and the labor take place in the same physical
location. For this reason, the amount of demand greatly affects the productivity of any given district.

The revised r epor t-PebptedomCamarphansideRevializatiomStrategy, (authorized by the
Cabinet on December 22, 2016) 6 p rcegsathegpbdustitite of lochl sewics Mi ni s
industries which are low in comparison with big cities and hinders the growth of local economy. It proposes to invest
in IT and other strategic and effective tools to collect and organize successful case examples byusiness type and to
help improve horizontal expansion. In this section, | present the outstanding example of ryokan Jinya in Tsurumaki
Onsen(hot spring) in Hatano City of Kanagawa Prefecture that successfully boosted its sales and increased the

number of paid vacation days for its employees by effectively using infor

mation technology.

4

Tomio Miyazaki is the fourth president of a traditional ryokan established in 1918. He made the decision to
carry out reforms to improve the productivity of his workplac e and overcome business decline that resulted from the
Lehman shock. In short, he implemented information sharing systems via cloud, which visualizes management and
customer information such as total and divisional sales, room occupancy rates, and labor cost. A former engineer at
Honda Motor Co., Mr. Miyazaki had discontents over how the workplace was initially run. He saw inefficiencies,
such as how customer information was never physically recorded (but was rather just remembered by a former
manager), marketing information was all in the pocketbook of a sales representative, and the reservation register
came in the shape of both a paper book and an outdated computer software file. Cost management depended on
rough estimates, and labor costs were a mysteryuntil the end of each month due to a high ratio of part -time
employees. He knew something had to be done.

Mr. Miyazaki independently developed a basiccloud -based system named the 0Jinya
suit his ryokan business, and uniformly mana ged all of the functions necessary for daily operations including

reservations, reception work, cooking, cleaning, facility maintenance, employee attendance, accounting and business
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analysis. He placed a tablet terminal in the hands of every staff member to share timely updated customer and
reservation information.

| assume that the reader can foresee the results. Customer information that formerly only resided in the last
managerds memory was stored on Jinya Corfimensberswerableitong t i m
physically see the latest information, allowing them to prepare for guest reception, and customer records were saved
for future analysis. Furthermore, the staff became aware of costs and the importance of sharing information,
integrat i ng the entire organizationf6s workflow and breaking

that previously had trouble knowing where they were needed when. They truly did attain efficiency.

My stereotypes of ryokan were torn down after my visit here. The large communal bath, for example,
measures and records the temperature, water level, and number of bathers, and the temperature management and
cleaning frequency which formerly depended on th e intuition and experience of staff were systematized and logged.
The new system also allowed for ryokan customers to be identified when entering the property, as their vehicle
number plates were scanned in order to provide superior and tailored service up on their arrival. A speech recording
system was implemented to optionally yet automatically share official job -related conversations among staff as well
so that task coordination can run smoothly during peak hours.
These operational improvements and increased customer satisfaction led to rises in sales per customer (9,800
yen in 2009 to 35,000 yen in 2017), remarkably improving profit margins. Before the changes, Jinya was in the red. In
addition to improvements in customer satisfaction, Mr. Miyazakisucce eded i n i mproving empl oye
levels as well. He decided to shut down the inn on low occupancy days (Mondays, Tuesdays, and Wednesdays),
offering those as holidays for the staff. The number of part-timers was reduced, paychecks increased fa his regular
employees by 38%, and he increased hires by 25%. Unsurprisingly, the turnover rate of employees drastically
dropped from 33% to 4%.
The Japanese government recently established new special taxation measures in order to translate the
accumulated wealth of large and middle -sized companies into increased employee salaries. Without these incentives
though, Jinya managed to return to its employees the fruits of its operational improvements. Large Japanese
companies should take a page from their (now digital) book.
When | asked Mr. Miyazaki about the key to his succes
be done because the conditions required it.é6 Mr. Kazuhi k
Growth Platform, Inc., a member of the aboveme nt i oned oO0Local Job Revi t-®dopledabt i on
Revitalization Meeting, 6 offered me a similar sentiment

industries. oOLet 6s Gnaeyt erharta cleo,yo thae ivso ulnd as alyo. o0 Of <cour se
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fiercely competitive international market. It competes to do it in 8 seconds. But for a local bus company and a ryokan
in the tourism industry, they often jog the 100 meters in 30 seconds. Improving their 100 -meter dash time to 20
seconds is fairly easy.o06 There is some keen insight in M
Mr. Toyama has assisted in the recovery of local bus service operators in the Tohoku and Kanto districts. He
said that he analyzed conventional management tactics based on data and did what could be done in terms of
optimization of routes and operations to enrich passenger services, pointing out how human resources required for
local company recovery should be a priori ty.
Wearing the optimistds hat once again, I can say with
means that there is great room for growth. The government offers strong support in the form of information, human
resources, and financing to motivated municipalities striving to make profits. There is no magic bullet when it comes
to regional revitalization. Efforts take time and energy, but there is always a road to success, and | hope that

municipalities and stakeholders will embrace the spirit of self-help to get there.

Lesson #10
Productivity improvement for the service industry including traditional inns is indispensable for regional
revitalization. It is advised to implement information sharing systems and improve operational efficie ncy through IT

for quick results. Achieving increases in customer satisfaction and time off for employees are also important.

Fireside Chats on Regional Revitalization: 0 Regi onal Revitalization Through 1| nbo

President, Konishi Decorative Arts & Crafts

David Atkinson

Cultural tourism that integrates nature has become popular. In most cases, the trick to successful tourism is to addl value an

create a narrative on top of this environmental resource
Japanese tourism and hospitality from the Japanese perspective

Yamamoto: The first topic | hope to discuss with you today |
understand you disagree with some fundamental ideas, such as the heavy usage of theomotenash{Japanese

hospitality) notion. Can you explain this?

Atkinson : The number of foreign travelers visiting Japan has increased from around 8 million per year to 28 million in

2017. As a response, the Japanese government has addressed emerging issues one by one in a systemaitid strategic

manner. Before this rapid increase in inbound tourism though, policymakers saw omotenashi as an importat factor in
drawing in tourists. When you boil down the idea of omot
viewpoint as a result of Japanese socialization, Japanese customs, and Japanese common senses and values. Then

come people from completely different sets of values, cu

58



expect foreign tourists to find omotenashi a s wonderful and pleasing as Japanese people do. The point is that nobody

flies to Japan, spending 3,000 USD and two weeks of their time just to check if Japanese are actually kind and

hospitable. Tourists want to see things, visit places, or meet people. Their motive is to eat, drink, and have new

experiences, and hospitality is just a secondary element. If hospitality is truly splendid in Japan, then why are card

payments and e-payments that are very popular to foreigners not provided, making tourists reso rt to ATMs that

dispense cash at disadvantageous rates? Omotenashi is hospitality from the Japanese perspective, and most foreigners
dondt place an i mportance on how deeply their hosts bow.
allow for them to pay with a credit card. There are symptoms elsewhere along the same lines. Appealing its status as a
technological superpower, Japan is attempting to sell their bullet trains abroad, but | see it as problematic that these

trains do redM-Fi enboard, whica is very popular in foreign countries.

Drawing in more foreign tourists

Yamamoto: | see. Tourism policies that Japanese believe are good do not always align with what many foreigners see

as good. When broken down, we see that most of the increases in tourists come from China, Korea, and Taiwan.

Meanwhile the number from Europe, Americ a, and Australia, who often spend more and stay longer in Japan, have

not increased much. How do you think we can increase the number of tourists from Western countries?

Atkinson : Thescc al | ed o60gl obal campaigndé f or t buadappoistmentas Mimistei, n Feb
Mr. Yamamoto, you were the Chair of the Tourism -Oriented Nation Investigation Committee of the Liberal

Democratic Party. At the time, your main strategy targeted inbound tourists from Asia by relaxing visa requirements

and making travel more affordable, but efforts to draw in tourists from Western countries has just started.

Conventional methods to attract Western tourists focused on targeting Japan fans. According to surveys though, we
found that these oOocdxatkudi widdpasndonhgi dthdrey, et hkamaii ani me,
(Japanese for ocuted) culture or other niche subjects ar.
Japanophiles is not effective in creating a tourism-oriented Japanese nation. Because tourists from Asian countries

visit for short stays, the sales per person are relatively low, and they prefer very specific locations, marketing tactics

have changed from two years ago in an attempt to draw in tourists from all around th e world. Tourism advertisement

tactics mainly revolved around cherry blossoms, autumn leaves, Mt. Fuji, geisha girls and tea ceremonies & the
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traditional material. As | work with the INTO (Japan National Tourism Organization), | know that this type of

material related to history and culture account for almost 70% of marketing efforts. | found the latest tourism strategy

very interesting because it takes a bold step and moves past discussions just among Japanese strategists. It uses data
collected through qu estionnaires from foreigners not interested in vising Japan, and analyzes how Japan can motivate

them to visit the country. We found that history and culture alone are not that appealing, but that food and nature

have strong appeals. Visitors enjoy cultural assetbased tourism combined with nature as well. For example, taking a

stroll around Dewasanzan or hiking the Kumanokodo road up to Mount Kouya is very attractive. As we often see on
Instagram, instead of just the five-story pagoda alone, popular photos show the five -story pagoda with cherry

blossoms and Mount Fuji in the background.

Yamamoto: Truth be told, the five-st or y pagoda al one may not be so magni fic
tourists when combined with cherry blossoms and Mount Fuji to create that iconic image of Japan.

Atkinson : The point is that we should objectively analyze and conduct marketing based on the existing demand.
Therebds plenty more to be done in that regard. Supipdy an

out why people d o nvartt to come here.

Successful tourism combines strengths through teamwork

Yamamoto: | have to say that | dm very happy that youbre worl
practices are finally about to be imple ment ed i n tourism strategies, and | d&dm h
I nternational Tourist Tax can be put to good use in the

commenting about nature though, | have to ask for your honest opinio n . Il s Japanf6s nature real

foreigners?

Atkinson: Ther e are many kinds of nature. Therefs no doubt t
alone might not bring in visitors. Successful tourism requires combiningstrengt hs. Touri sts from Eu
to spend two or three weeks just in Tokyobds concrete jun

shrines. Nature has its appeal. On the other hand, if nature was all Japan had without places like Tokyo and Kyoto,

the country wouldnét be able to draw in so many foreigne
combined with the appeal of Tokyo and other big cities, the diversity creates an overall appeal that wins in the global

ma r k e t swhathrmeardwhen | say combining strengths. Families that come to Japan are usually pleased with the

range of activities and places that each individual with different tastes can enjoy.

Yamamoto: | see. Japan allows tourists to take advantage of variaus combinations of travel. As for my next question

then, what do you think regional areas should do to attract tourists?

Leveraging tourism resources by adding value
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Atkinson: From my perspective, preexisting deenusatisfactoryinthessour ces
countryside. The hotels, activities and events, multilingual support, cultural properties, and trails of national parks
havendt been i mproved, maintained, or repaired. Thenayl nt e
be a much-needed tool, but certain districts find it satisfactory to simply plant cherry trees or attract TV drama series

to film in their backyards as their tourism revitalization. Some districts are far too optimistic and believe that things

will go swimmingly if they simply receive cooperation from JTB or JR (large tourism and transportation companies).

Few districts refine their tourist resources. Takayama City in Gifu Prefecture repairs old house and develops cycling
courses, and t theebduccessihiy atttadiirg yodrigte Also Kansai (western Japan) and Kyushu (in the

south) take proactive measures to increase inbound tourism. The multilingual websites of Kyoto, Wakayama, Nara,
Hiroshima and Okinawa prefectures are very good, butmuni ci pal governmentsd homepages
translation, making their websites completely incomprehe
found no means of public transportation or foreign language guidance. | had to ask myself if they really want to

attract foreign travelers in the first place. We all need to keep in mind that nowadays, a good reputation can spread
internationally in a matter of days if an area is improved and tourism conditions are met.

Yamamoto: I nstead of just |l aying out tourism resources, it

(@}

and background in a way that people can understand. | see. Interpreters and multilingual tour guides play important
roles in this sense.

Atkinson : Obviously, cultural property has value in itself, but the additional value, a narrative or story to grab the
visitor, and other elements are necessary for successful tourism. Providing tour guides, benches, and cafés can make

all the difference. | went to Nara Prefecture the other day, but there are ancient tombs and ancient tumuli simply

di splayed without any explanation. The Japanese are f ami
understand or appreciate the meaning and value of thesecult ur al treasures. Adding value
but without that, going to these places candt be called

opportunity to wear kimong (traditional Japanese garment) for walking around the city and visiting temples and
shrines through a different lens and experiencing the culture in a new light is a great example of added value. These

kinds of ideas are going to become increasingly important.
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Cultural asset management in Japan

Yamamoto:How do you feel about Japands cultural asset manage
Atkinson: Cul tural assets certainly have value, but Iike | s
through 13,000 PR photos in order to create the new homepage for the INTO, and tane, every picture of castles

around the country looked identical. They may be appealing for Japanese people who sometimes visit them or are

fans, but I 6m afraid foreign tourists may be bored if th
some kind of stimulation, like historic lessons or hands -on experiences. Cultural assets that have become

commoditized in a way also need to differentiate themselves from one another. As of now, most of these Japanese

castles, like Nijo Castle,arecompld el vy empty on the inside. Thereds no way
away with charging 3,700 yen without the beautiful inter
Yamamoto: | feel like Nijo Castle has changed a lot recently though.

Atkinson: Yes, itds been gradually changing, but not enough.
fee is stagnant at only 600 yen.

Yamamoto: It has to add value and charge higher fees, | see.

Atkinson :  Re v i s i Rgtura Rrapartied Rrotection Latvecomes important here. The Cultural Properties

Administration is controlled by an agency of the Ministry of Education, Culture, Sports, Science and Technology at

the national level, but by local education committees at the municipa lity level. Education committees argue that

thereds no need to offer explanations such as signs or p

see, this mindset isndt compatible with svebeanaecgptaeleswhéno de
the country was increasing in population and the economy
culture can be preserved with this mentality. I argse th
department or even the mayords, and not a | ocal educatio

revenue. Reforming this system can also act as catalyst to change the way policymakers thinkd people in leadership
need to start thinking how they can make better use of cultural assets. Moving from just education & especially in an

elitist fashion - to business-oriented mindsets is indispensable.
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Yamamoto: Youdve renovated a traditional townhouosvghousen Kyot o
association. What do you think about Kyoto and its people?

Atkinson : Yes, itds true, I 8dm the Chair of the Kyoto Townhou
in beauty before 1965 or so, buarun-oftire-ndlflJapanesd city. Thisés oreofthe t s
problems of the current cultural -asset management. The authorities designated only what they considered the cream

of the crop assets that belonged to those in power in ancient times as properties worth protecting, as opposed to Milan

or Florence where the entire townscape was regarded as i
werendt enough regulations to protect the city oferskopsot o
and geishas though, and that leads me to believe that if the authorities were to change their mode of thinking and

invite everybody, as equals, to enjoy the abundant and deep culture of Kyoto, the city as we know it can still thrive.

Thecentraland muni ci pal governments® roles in tourism
Yamamoto: From what | hear, some people in Kyoto dondt want
flooded with them. |l 6ve al ways believed that hourgoses,accom

which can help assuage some of those who dislike tourists. How do you feel about that?

Atkinson: | believe youdre right. The tax ordinance has alre
multilingual support systems, better airpo rts, and transportation infrastructure installed by the national government,

but there are issues left in the hands of municipalities as well to address the overflow of tourists. | personally dislike

the expression, but 0t ouThersare always solatiors ¢hough. IEbuses areerawdedi s s u e .
municipalities should simply increase the number of buse
number of trashcans. | understand that financial resources are required for these charges, and we need to admit that
thereds a certain unbalance between the great financial
sentiments, who are burdened with changes, towards tourists in their area. To counter that, municipalities hav e to

collect revenue from things like the hotel accommodation tax.

Yamamoto: Having a hotel accommodation tax is common practice abroad. When looking at things like improved

roads and multilingual signs that help tourists, itds un;
whopaythem.Let 6 s al so not dybenefiteftomthih.at everybo

Atkinson: | think itds i mportant to keep in mind that the na
that it can play a vital role. An example we can easily see here is how a large number of tourists visit Nara during the

day but spend their night dand money-i n Kyot o. Nara is on the |l osing end he

this mismatch by using the right mix of regional and national taxes.

Tourism policies as a guinea pig for Japanese productivity imp rovement

Yamamoto: Not to stray too far away from the topic of touri:

biggest problem is low productivity. Do you see it as a problem? If so, is there a way to improve it?
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Atkinson : The situatonwe 6 r e i n now is that the working age popul ati
grave and difficult problem that needs to be addressed. As productivity improvement is pro -cyclical (linked with
economic expansion) , iwhétler trefprodaativitydimprofementprotuces the dcanamic
expansion, or the economic expansion produces producti vi
productivity when the Japanese economy has no strong bullish signs. But | do think curr ent tourism policies are a

solid measure for productivity improvement and can act as an experiment for the country. As the demographic

pyramid changes and demand and consumption decrease, the content of the demand is also subject to change.

Because Japanestourists decrease in number, we can improve productivity by adding value to raise the unit price of
products, as shecesnhii ni M Naynwasthbsw, 6 or i ncrease inbound touri

cal cul ati ons havendt rotluetieity of thextadugsm peetor has most likety mereaged, and if this

experiment is successful, it can guide the countryds ot h
Yamamoto: I nteresting. Some say Japands | ow producterieei ty i s
industry. That said, tourism is the quintessential servi

tourism might positively affect other fields, thus increasing the productivity in Japan.

Enhance the quality of management to increase profits

Atkinson : 92% of the productivity gap between Japan and foreign countries can be explained by the service industry.

The quality of management is low in the service industry, but | should note that this is not limited to Japan. It may be
because they have no competition with foreign companies
Regardless, the Japanese tourism industry which previously had only 8 million inbound tourists has enhanced its
management quality through the gover nment 6 s touri sm strategies, analysis,
labor resource. Instead of throwing ambiguous keywords such as hospitality and cherry blossoms into its tactics, the
current management strategy identifies target customers by country of origin and their needs, expected staying time,

and route of travel. As the quality of Japanese labor is top-class even among developed countries, some suggestions

and new ideas will greatly contribute to improvements. Until recently, authorities were  too generous to this industry

and didndt urge it to make nesw deef,f onmetasn wohri |ceh a ndgiedsn.d tT hnea kie
but went running to the authorities when problems arose. Due to this poor style of management, Japan overall sits at

28h place in the world for productivity, only beating Greece by 3% even though the quality of Japanese labor is
incredibly hi gh-marageméntsstrategylin Japdnmsi miraculdusly incompetent.

Yamamoto: So in a senggrowtht hereds room fo

Atkinson : Japan has always focused on cost reduction, efficiency, and hard work, but these are the worst factors to set
your sights on when the population is decreasing. The biggest support for the Japanese economy had been population
growth. We have to readjust our way of thinking. The most important point in this transition is what you always say:

think of how to make a profit. | have this theory -- according to economic indicators, the period when the Japanese
economy shined its brightest was between 1964 to 1965. It grew at global records between 1955 to 1972 or 1973, but

has since continued to deteriorate. Nobody realized it though because the population was increasing, and since 1993

when the population growth flatlined, problems became obvio us. The bottom line, to me, is that people assumed they
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could continue as they always had, but that actually made the economy worse. | think if Japan faces its problems,
stops thinking that itds special, and ountycanambké anincredible e mp | a-
turnaround and shine as brightly as it deserves to.

Yamamoto: Thank you very much. | hope you continue offering us your invaluable advice.

David Atkinson

Born in the United Kingdom in 1965. Studied Japanology at Oxford University and joined Goldman Sachs in 1992.
Left the company in 2007 and became a disciple of the Urasenke tea ceremony school. Joined the Konishi Decorative
Arts & Crafts in 2009, which has a 30Gyear history of repairing national treasures and important cultural properties.
Appointed Representative Director & Chair in 2010, and President & Chair in 2011. Since June 2017, acts as Special

Advisor of the Japan Tourism Agency and continues advi sing on administrative and industry reform.

Tochigi Prefecture

Nikko Toshogu Shrine

Where temples and shrines are refined tourism resources

The people of Japan do not fully recognize the value of temples and shrines as local resources for inbound
demands, and municipalities for a large part have not refined these values.
Foreign travelers visit Japan for various reasons, bu
cultures and Japanspecific things, as is the case with Japanese when they ma trips to Europe and other foreign
countries. The Japan of today does not retain, however, many traditional buildings, old townscapes and unique
lifestyles that many tourists hope to see and experience. We should see this an opportunity. The temples and $rines
that still proudly stand today can play an i mportant r ol
tourism as representatives of traditional wooden buildings, Japanese-style gardens, and other remnants of past ages
that attract people from all corners of the planet.
In this respect, we still have ample tourist resources worth visiting nationwide. The problem, however, is that
these valuable buildings and cultural properties that have high potential have not been properly maintained and
repaired. | present here my experience when | visited Nikko Toshogu Shrine (registered as World Heritage site) with
my British friend | have known for 20 years, David Atkinson, a Special Advisor to the Japan National Tourist
Organization (JNTO), Advisor to Kyoto Nijo Castle management, and president of the Konishi Arts & Craft

Corporation that has a 300 year history repairing important cultural properties.
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The Nikko Toshogu Shrine was built in 1617AD and the iconic beautiful buildings and decorations were
added during the 0Big Reconst r u-t644) ledby tRerthird shagtun@ title appliedtee Ka n.
the chief military commander and de facto political leader) of Japan, lemitsu, who revered his predecessor, the first
shogun | eyasu, whod6s body currently rests within the shr
the world famous 0o0sl eeping catdé and oO0three monkeysd were
Yomei Gate and Kara Gate are designated as national treasures, and other numerous designated Important Cultural
Properties are safely housed n this shrine. The cultural importance paired with the sheer beauty have commanded
funds for repair and maintenance.

Back in the Edo Era (16031868), the shogunate government had a permanently stationed groups of architects,
engineers, and craftsmen inthe town of Nikko who conducted their repair work on the property using the highest
quality labor and latest technology and techniques of each epoch. In the Meiji Era (18681912), this Nikko repair team
organized by the government and Nikko Toshogu Shrine carried on the task of repair work and maintanence.

This tradition continues to this very day. Currently, the Nikko Temple and Shrine Cultural Properties
Preservation Society takes responsibility in the task of keeping the property as it was centuries ago. In succession to
the large-size Showa period (19261989) repair commemorating the 4000anni ver sary of |l eyasufs
longert er m repair project ohaineyy Bhe Reélpasei P(4P880t 6 has bee
projected to end on 2024. In March 2017, the repair of Yomei Gate (a National Treasure) was completed and opened
for the first time in four years.

The effort and costs for repairs and maintenance have not gone to waste. Despite it being a weekday, men and
women of all ages and countries were present in large numbers, creating clusters of crowds awing at the large colorful
wooden structures on top of the ancient large stone slab ground. As Mr. Atkinson serves as president of the Konishi
Arts & Crafts that has a mandate to repair cultural assets, | was fortunate enough to hear his thoughts and comments
on various topics from a craftsmandés point of view. He t
to the colored sketches once prepared in 1912, abot t he extreme di fficulty in mastert
to stamp gold leaves, and how the malachite used for coloring is surprisingly expensive and costs 20,000 yen (roughly
180 USD) for just 100 grams. | was very impressed with his profound knowledge about Japanese tradition and

workmanship.
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Mr. Atkinson is of the same opinion as | that cultural properties may become an important catalyst for
creating a tourism-oriented nation. He criticizes the current measures that use cultural properties to promote inbound
tourism, saying OA number of Japanese cul tural propertie
descriptions of their showcasing for foreigners to comprehend. Foreign tourists invest good amounts of money and
timetogoto Japan, so they want to receive satisfactory servi
point of view. His criticism comes from his genuine love of Japanese culture and from his seasoned experience as a
financial analyst.
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Incomparisonwi t h 30 years ago when he first came to Japan,
strategy and overall industry have considerably improved but have not nearly reached their true potentials. He is a
tough critic, but within the Toshogu Shrine, praised the handset voice guide (which offers the tour in Japanese,
English and Chinese for a 500yen rental fee) and the very detailed explanation panels in the main hall where
Shogunate family treasures are displayed. | had almost forgotten that David wa s formerly a special policy advisor to
Ni kko City, and has an intimate understanding of the cit:
addition to the explanation panels, hands-on experiences should be prepared that engage travelerswhere the profits
are directed towards maintenance and repair funds. Our rationale is that if a municipality hesitates in making use of
its cultural properties for tourism and cannot collect revenue that is vital to maintain them, all will be lost.

The ongoing Heisei Big Repair Project requires more than 2 billion yen (roughly 180 million USD), which the
national government and Toshogu Shrine split fifty -fifty. The entrance fee of the shrine is 1300 yen (450 yen for
children up to middle school), which som e criticize as too expensive. Taking into account the history of the site and

the very detailed repair work, | believe the contrary.
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| understand that the utilization of cultural assets is controversial. Regardless of the country, they represent

the pride of citizens and local residents, directly tying into national identity. Using that for profitmaking may not

resonate with many. Throu gh one of the tours offered within the Toshogu Shrine, | was allowed to walk into to the
shogunés private room in the main building. I n the compl
moment to solemnly reflect on the founding of my coun try and imagine what this historic figure had gone through in

his remarkable Iife. This kind of experience should not
opinion that other shrines and temples should also consider the proactive utiliza tion of national treasures and

important cultural properties to offer these types of opportunities to people from all around the globe. As a win -win,

utilizing these sites for tourism purposes can also secure the necessary financial resources to protect tke properties
themselves as inbound tourism gains heavier traction. Other countries with similar tourism assets may want to tap

into this potential and actively create a cycle of utilization and preservation.

Lesson #11
The buildings and cultural properti es we see in everyday life have potential to be powerful tourism resources, and
can be catalysts of great economic ripple effects. This can be linked with improved financing mechanisms to protect

these cultural properties.

Wakayama Prefecture

Mt. Kouya

Finding a new way for an ancient place to welcome its visitors
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Kouya Town of Wakayama Prefecture is characterized by KouyasanMount Kouya), a mountain deemed
sacred since ancient times located in a basin 800 meters above sea level engulfed by gorgeousanntain ranges that
gracefully change colors in step with the seasons. More than 110 temples in the area form a large precinct, and it is
said that priests account for 30% of the 3200 residents.
In the main town, there are 52 temples that offer shukubatemple lodging), which a number of pilgrims and
other tourists visit. The town received an astounding 1.76 million visitors in 2016, among which approximately
220,000 |l odged. This figure is striking c¢ompanberdflodgersit h e
reportedly decreasing. In the past, Buddhist pilgrims visited Mt. Kouya from around the country, hailing from 3700
different temples and overflowing Kouya town year -round. Recently, however, the number of visitors and lodgers
hasdecrmsed due to | ower numbers of devotees, and, naturall
tend to prefer day trips to the mountain. The decrease |
traditional management of shukub o. In turn, one dangerous result is the inability to preserve the scenery of Mt.
Kouya including the precious areas designated for religious practices and many other important cultural assets and

buildings that have withstood the test of time.

Aftertaki ng i n the crisp mountain air and incredible town
religious heritages, | became a believer that allowing the property to deteriorate would be a great loss to humankind.
Many residents have realized that the decreases in visitors, especially lodgers, is a grave and structural challenge for

Mt. Kouya.
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The solution is quite clear -- rapid increases of foreign tourists may put the brakes on the deterioration. After
the registration to the UNESCO World Heritage in 2004 and its three-star evaluation in the Michelin Green Guide
Japon in 2009, foreign tourists from America, France, and other European countries have noticeably increased. In
2016, 77,000 of the shukubo lodgers were foreign tourists, accounting for one third of all people spending their night

in traditional Japanese futon mats with bellies full o f Buddhist -friendly vegetarian dishes.

When | asked why shukubo have caught so much attention among French and other European tourists, the
people in Kouya Town and Wakayama Prefecture offered a variety of replies: the peaceful atmosphere of Mt. Kouya,
the sanctuary that deviates from clichéd tourism, a religious common ground that Japanese and Europeans share, etc.
The list goes on. Every reason seems to have some kernel of truth, but | personally believe the shukubo play an
important role. Foreigners find intrigue in sleeping in the quintessential Japanese style, highlighted by a futon mat on
the soft rice straw woven floor, surrounded by beautiful milky paper -lined doors. In addition, each of the 52 temples
offering shukubo in Mt. Kouya have their own unique features, such as beautiful gardens and old images painted on
sliding screen doors or their history related to might military commanders in the Sengoku period (1467 -1600).
Carefully choosing their shukubo may be one of the greatest pleasures oftrave | t o Mt . Kouya from a
perspective. It certainly was for me. Lodging in a temple and actually learning the customary lifestyle of priests,
participating in the morning religious service, learning about and enjoying vegetable dishes with no fish or meat (as
Buddhists here do not consume anything with a face), and tasting locally made rice wines are all exceptional
experiences which are not offered anywhere else in the world. More than 30 shukubo in the region proactively
welcome foreign tourists and provide explanations in English, free Wi -Fi, and reservations via the web, and
approximately 20 shukubo have at least one English-speaking priest or a priest with native English to serve foreign

customers. Shukubo are keeping up with the times and grad ually becoming welcoming facilities for foreign travelers.
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hung from the ceiling in the main hall where old paintings of a woman playing music, creating a mystical atm osphere
that enthralls any visitor. A little further in, an old self -portrait of a saint who practiced asceticism in the temple was
showcased. | turned the corner and found an irreplaceable Japanesestyle garden arranged by Mirei Shigemori, a

renowned gard ener in the Showa Era (19261989). The temple features are 15 small and large guest rooms, and

| chose to visit Saizeni n t empl eds shukubo. An assort me.]

|l odgers can easily visit Mt. Kouyads central temple comp

anachronism, lodging reservations can be made via Internet, and the facility offers a priest to guide you through the
temple complex. Signs written in English are attached to various parts of the building, allowing for foreign tourists to

enjoy the entirety of the region and learn the rich history.

The local administration is also working to increase foreign tourists. To preserve

the picturesque townscape, the municipal government is replacing old electric poles and wires to newer underground
versions and improving road conditions and trails. Most of the road and trail signs are written in both Japanese and
English as well.

Wakayama Prefecture has placed more public restrooms and numerous Wi-Fi spots and is training tour

guides and interpreters for the Kouya district. The municipal governments are col laborating to implement strategies
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reminiscent of evidence-based policy making (EBPM) practices, targeting desired demographics through utilizing
tourist data analysis.

Mt. Kouya is increasingly becoming a role model for sustainable tourism growth. While succeeding in
increasing foreign tourists by leveraging its resources such as temples and shukubo augmented with foreigner -
friendly services, it concurrently manages to preserve sacred areas for pilgrimages and the natural environment.
Through these activities, | hope that both Japanese and foreign tourists are able to enjoy their unique stays in the

gorgeous mountains for years to come.

Lesson #12
The uniquely Japanese accommodation style of shukubo can fascinate foreign tourists who want to experiencedeep
Japanese culture. Other countries may want to use their counterparts for regional revitalization and offer lodging

styles that cannot be replicated anywhere else.

Yamagata Prefecture

Ideha Shrine (Three -Deity Joint Shrine)

Using traditonal 0 mount ain worshipé as a tourism resource

Ideha Shrine in Hagurosan(Mount Haguro) stands tall at the center of Dewasanzarfthe collective name for
three famous mountains in the area). Legends from Mt. Haguro date back to 593AD where tales of princes and

emperors stoke the curiosity of visitors.

Although niche to the area, these beliefs are characterized by the traditional practice of Okumairi (visiting the
heart of the mountain), which came about from various ancient religious practices blending into one . For centuries,
newly matured adults would go to Dewasanzan to practice asceticism, or abstinence from sensual pleasures, as a test
of their adulthood. The mountain range was used to being crowded with pilgrims & according to records from 1745,

approximat ely 38,000 ascetics passed through the foothills.
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At the beginning of my visit, | was welcome by the deep bellow of a conch shell blown by local ascetic hermits
called Yamabushivho in the past were believed to be endowed with supernatural powers. Handed a traditional
purification rope to dangle off of my neck, | was allowed to participate in worshipping activities in various places
around the mountain summit, and given a history lesson from Naoki Miyano, the chief priest. After learning of his
shrineandt ownés backstory and current situation, we entered
is a certain ineffable sense of privilege when you are allowed to participate in a religious service previously shrouded
in mystery that has been passeal down for centuries.

Mr. Miyano is the 104t chief priest of his shrine. The post has a 1400year history, and the inheritor has the
mandate to preserve the local belief and culture. It is an interesting job to say the least. As one can imagine, the regdn
is host to numerous ancient buildings. One of these iconic structures is the Mt. Haguro five -story pagoda, a national
treasure, which is located on top of 2246 stone steps surrounded by tall Japanese cedar trees. Made entirely of wood
and wearing a shingle roof, visitors generally gaze up in awe at its simple magnificence. Nearby is the Three-Deity
Joint Shrine which was built in 1818. The design of this building is in line with the ancient style of the area. It
measures 28 meters in height, 24.2 meterén length, and 17 meters in width. The simple interior is entirely vermillion
lacquered, giving it a smooth look and feeling. The thatched roof is 2.1 meters thick, offering a luxurious overall feel.
Although these dimensions may not seem impressive in the modern age, records show that an astounding 35,138
carpenters, 55,416 artisans, including sawyers, painters, roofers, masons and carvers, and 37,644 assistant laborers
were involved in the incredibly demanding project.

The dining hall of the Sanrojo(the designated area where priests pray) follows the old custom specific to the
region and serves vegetable dishes composed of various wild plants and bamboo shoots. The same menu has been
served for generations. Eating this meal in complete silence offers a manent of introspective reflection that soaks the
soul.

Gearing towards tourism, the community leaders began providing training programs and traditional
shukubo particular for women in which guests can experience a sliver of ancient ascetic practices. | unfortunately
could not personally participate in any of these program
0 austerity is the keyword. Intense lectures, long cross-legged Zen meditation, excursions through mountains,
standing under waterfalls, and walking over fire are just some of the activities. Programs vary, but the shortest is an
overnight journey. Unique indeed, but perhaps not every tourist is suited for this trial.

Deservedly, the region as a whole garnered three stars in Michelin Green Book and was designated as the
nationds first and only area under gastronomy for the UN
precious experiences ready to be offered, however, only 4,000 foreign tourists made their way to the mountains.
Taking heed of this, the city of Tsuruoka began a wide campaign that promotes local vegetable dishes, confectionaries,
brews, and other distinctive products to be marketed and sold in greater numbers. The main message is that the area
has other tourism resources other than asceticism, and this diversification is a strong start to its regional revitalization.
Setting their targets to France, Italy, Germany, America, and Australia, community leaders articulated an ambitious

goal of receiving 40,000 foreign tourists in 2020.
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The legend goes that in their journey, ascetics in training are reborn after climbing their third mountain. |
hope that visitors are able to get a glimpse of the | ocal

absorb the abundant natural energy in the serene mountains far away from the hustle and bustle of the city.

Lesson #13
Utilization of a districtds history and nature as touri s

experience unigue religious cultures. Through this, regions distinguishing themselves as unique is key.

Niigata Prefecture

Yahiko Shrine

Where the cityds youth voluntarily arrange, manage, and

Yahiko Shrine has long been cherished by locals and is known to be the home of their hearts and the
foundation of their spirits. Archaeologists cannot iden tify when it was first constructed, but according to ancient
records dating back to the 8h century, the shrine has long been said to enshrine the deity of Ame-no-Kaguyamano-
Mikoto, a greatgrandchild of the sun goddess AmaterasuOmikami The shrine alsohas a more tangible history
intertwined with chronicles of famous warlords and their battles in attempts to conquer and unify Japan during the
Sengoku period (14671600). Ornamental designs, sculptures, and auxiliary shrines in the vicinity were added in t he
1600s.

The entire mountain on which Yahiko Shrine rests is kept in impressive condition. Tourists from around the
globe can openly enjoy and offer their respect and prayers here regardless of religion. As | have previously stated,
diversity in tourism resource is crucial to regional revitalization. Among other appeals, several towering and ancient
trees are designated as natural monuments. In the mountain behind one of the temples, there stands a tree called
Babasug{ r oughly transl at ed t ooastgld metedsimaircemdedeace, 40 metsrk in leelyht, land
has been confirmed to be over a millennium old.

Management of such treasures is no easy task. In Yahiko Village, young community leaders have taken on

the feat of preserving their heritageandboost i ng t ouri sm. Through their oYahiko

74



study and exchange ideas on agriculture, tourism, and private enterprises drawing on expert opinions. | had the
chance to talk with three | ead e redocaslran interact witle touristsoSdeang e t a | i
potential for inbound tourism, | suggested the community take a more proactive approach for the industry 8 needless
to say, through utilizing evidence -based policymaking.
| have an intimate connection with Yahiko Shrine, as many Japanese do. Many do not subscribe to these
beliefs, but prayers are often said to not go to waste here. Since ancient times, people would come to the shrine for
better crop yields, fertility, protection, and other hopes. Mr. Hirose , one of my secretaries | have worked with for
years, has a grandfather who said he was finally blessed with a child after an earnest prayer at the shrine. My father-
in-law and former Minister of Finance, Tatsuo Murayama had also visited long ago.
When | stepped into Hospitality Square, | was warmly welcomed by over 200 villagers. Deeply moved, |
was able to have a frank and warm conversation with Mayor Toyohiko Kobayashi and community leaders about the
villageds ambitions t o anepepdrations leading towarde praperlg hrostingahem. Seeings
the next generation of | eadersd eyes shine as they passi
even the shrine could deliver. | wish them all the best and hope that as many people as possible are able to visit the
village, interact with its kind residents, see its historical monuments, and enjoy the abundant nature that the region

has to offer.
Lesson #14

Many regions have tourism resources, but the key is how to refine them in a way that sustainably allows foreign

tourists to thoroughly enjoy the atmosphere, nature, and heritage of the area.
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Agriculture and fisheries

From mom -and-pop store to global business es

Unbeknownst to many, great potentials abound in agriculture and fisherie s

As previously articulated, to successfully achieve local Abenomics, regional areas require a sustained
virtuous cycle where jobs bring in people and people create more jobs. In Japan (and other parts of the world blessed
with similar geographies), agricultural and aquamarine industries are in perfect positions to draw in talent, foreign
cash flows, and create a strong and open regional economyjif utilized appropriately . As most rural areas have
established industries in these fields but have left them untouched, there is great room for growth & compared with
manufacturing, productivity levels within agriculture and fisheries are disturbingly low in my country . The flipside of
this is that these industries have astounding potential.

Agriculture currently claims around 4% of Japands GD
sector and calling them productive would be a lie. Most are part of the dominant agricul tural cooperative, and do not
operate like businesses. The nation is opening its eyes to the fact that adding value by moving agriculture to the sixth
industry (in Japan, we call combining the primary industry with the secondary industry of processing and the third
i ndustry of distribution and sales the 0sixth industryd)
can dramatically increase productivity and i mprove profi
0Japanl|l Reatti @an Strategy6 took aim at to assertively maki
my belief that sooner or later, small family farms will need to corporatize for their own survival, the improvement of
their regi on ssecoromydFrdmahis pdird qf demw dombined with labor market issues in my country, |
attempted to personally withess and learn from as many sites as possible. | would like to use this section to introduce

great examples that | particularly found useful fr om Japan in profitable agriculture.
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Miyazaki Prefecture

Shinpuku Seika

Where reform initiatives created a new form of profitable agriculture

In my mind, limited -liability company Shinpuku Seikdén Miyakonojo -city, Miyazaki Prefecture, is the father
of profitable agriculture through usage of ICT (information and communications technology) and sixth industry
techniques. When | was appointed State Minister of Economy, Trade and Industry a decade ago, | asked my staff to
find me a beaming example of how agriculture has potential to be a hew growth sector. | was pleasantly surprised by
what they dug up. | decided to visit Shinpuku Seika ten years later as Minister for Regional Revitalization, and
reunited with Hideaki Shinpuku, Representative Director of the company, who | found had not ceased to pursue his

dream of shaping the future of the countryds agricultura
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Shinpuku Seika, established in 1976, took a leap of faith in converting from an agricultural cooperative to a
limited -liability company in 1987, and became a fully incorporated agricultural production corporation in 1995. It not
only grows Japanese favorites like burdock root and taro potatoes, but also operates its own processingfacilities for
these and other agricultural products. According to their records in 2016, the entity owns 80ha of cultivated farmland
and works with 1000 contracted farms that cover 120ha of land. Their sales revenue from their 2000 tons of products
amounted to 600 million yen (roughly 5. 5 million USD), which represents the passionate work of their 39 employees,
17 of which are regular employees, 20 parttimers, and two foreign trainees. The average age is 40, and 24 are female
workers. The fact that the average age of Japanese farmhandsi§ 6 . 8 sur pri ses many. Shinpuk
attracting relatively younger employees and women is commendable. Let us explore how they accomplished this.

Mr . Shinpukuds first and most i mportant st epforias i nt
operations at an early stage to raise working conditions for his employees to the standard of white -collar workers.
These include paid vacation days, insurance, and welfare and benefit programs d rarities in the industry. | spoke with
employees asl did during my last visit. A newly hired female employee bursting with enthusiasm told me of being
drawn to the job by its perks and benefits, but progressively growing a genuine interest in agriculture and the

company®ds activitiesus. Her smil e was contagio

One of the most brilliant features of Shinpuku Seika is arguably their approach in making costs visible and
know -how easily available through ICT measures. As a pioneer of these policies in agriculture, Mr. Shinpuku
collaborated with Fujitsu (a mult inational IT equipment and services company headquartered in Tokyo) to develop
and deploy the Akisa a cloud service tailored and optimized to manage agricultural production information.

Employees were handed tablets that connect to the cloud to learn bast and advanced cultivation techniques, share
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their task progress internally, and streamline overall operations. The method has prevented and mitigated human
errors and proved itself as an effective training tool. When asked about their views on their new s ystem, employees
did not hesitate in bragging about their company®s succe
wor k and does a great job at teaching us the ropes. The
ofthe empl oyees review the accumulated data that wedve all
with each other over the system. I 't s c h-ataffgneading®have besamne k s
far mor e or Jhkepraigeesadvetastiog. 0

| would like to think these comments are corroboration to my opinion that introducing ICT measures is
indispensable for the future of agriculture. Numerous employees also passionately discussed how their company is
moving toward s sixth industry business, moving towards adding more value through distribution and sales after
processing their unique products. An important factor in this endeavor is their version of corporate social

responsibility d offering a hand to the disabled wh o hope to work. As you know, the man can talk the talk and walk

the walk. Mr. Shinpuku established alimited -l i abi | ity company nSuwpepdo rotMi ytalzaatk i a cAtgi
the elderly and disabled persons for their vegetable processing operations (with 120 hires at its pe:
commit and contribute to your societyd is one of the thr

expectation, and | personally see it as a sentiment that should not be forgotten in farm expansion efforts. This rings
true especially in Japan where farm work is seen as a tradition, mainly on estates that have been passed down for
generations.
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If we had to focus on just one special feature that makes Shinpuku Seika great, it would be its talented
Representative Director. Hideaki Shinpuku wears numerous hats. President of the Miyazaki -Prefecture Agricultural

Business Ownhersd Associ at-Prefecture AgeiauituralPolicy Councht, and Mémper af thé i

Cabinet-Office Regional Resource Strategy Coormi t t ee are just a few of-Piviteem. He a
Di al ogue for Future Investmentdé held in the Prime Minist
Shinzo Abe a captivating speech about the future of agriculture in Japanthat he call ed OHow to Mak
I ndustry Appealing the Youth.dé6 Anyone who knows him can
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hometown is so grand that he physically has trouble stopping when you get him started on the subject. W ithin Mr.
Shinpukuds talks, one notable comment that | took away i
industry practices are useful in not only increasing profits, but also as a way to help fundamentally change how
farmers think in industrializing agriculture.

Regional revitalization success stories vary. However, | have come to realize time over that in most of these
cases, there stands a central figure who leads their company, and often in turn, their district. Mr. Shinpuku share d his
dream with me of franchising agricul t ur ehouraperationfaemisy dr awi
through ICT and robotics, and the overall revolutionary future of agriculture. He passionately spoke of sending his
employeestorun hisfranc hi se businesses and ultimately creating a ma
processing and distribution center and can handle future agricultural demands through cooperation with major food
companies. | felt honored just to catch a glimpse of a man diligently and innovatively starting a revolution and look

forward to seeing him again.

Lesson #15

Introduction of rigorous management through corporatization, transitioning to the sixth industry, and utilizing ICT

are invaluable for not only local districts, but for any nation that hopes to keep up in the age of globalization. Creating
appealing working conditions that feature superior benefits and an environment attractive for women and young

people to work is key .

Toyama Prefecture

JA Tonamino

Where rice crops were switcddeantdo ps wduaulssgemincie&daneanmeOn i on

hundredfold in one decade

One should not sugarcoat the fact that transformations from old practices to profits in agriculture cannot be
accomplished without growing pains. | can say with certainty however, that the fruits of the labor, when achieved, are
worthwhile. The examplelwoul d | i ke t o of f eAgricuituzat GooperativeT @A)a mi no 6 s

JA Tonamino, in Minami -Tonami District, Tonami City, Toyama Prefecture, operates on a quintessential
grain producing region nestled in -between tributaries of two crisp blue rivers. Rice fields in the area occupy 98% of
the arable | and, but farmersé incomes have fallen due to

overall drops in rice price.
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Looking at all possible options, JA Tonamino set its eyes on onions. According to them, there were three
strategic reasons behind the move: 1) there was no competition in the prefecture; 2) onions allow for mechanized
operations; and 3) the crop can be produced during off seasons on rice fields. One can practically understand why
they succeeded just from eating one of their thick juicy onions & they feature a distinctly fresh and sweet aroma and
have a subtle zest that allows for it to be cooked in a variety of dishes. After rice is harvested, farmers carefully plant
onion seedlings in the rich soil. In the wintertime, these seedlings are completely buried under the snow but soak up
the freshly melted water in the spring, leading to robust, juicy, and meaty bulbs. As no weeding is required during the
winter and less agricultural chem icals are needed, making the onions doubly attractive. The main takeaway here is

that the producers were able to flip a disadvantage (the cold climate and snow) to an advantage.

Taking a leap of faith into the world of snow onions had bumps on the

way that caused more than a few bruises. First of all, the conversion was the very first large-scale recultivation of rice
paddies in the Hokuriku region of Japan. Sapling raising, fertilizat ion management, and control system operations
were all done in a trial and error fashion. The first three years were characterized by low yields and debts. Spirits were

not high when the farmers had to rely on JA loans to continue their operations.
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olt was just here in this room where the farmers all/l
Tonamino as we talked in a smal/l dark room in the heart

have to commit suicide ifthisdidn 6t wor k out . 6

was glad that he coul d st
dark times. As the leader of the switch to and following production of onions, Mr. Sano took the responsibility and
blame for operations.

But take responsibility he did 6 Mr. Sano faithfully stuck with measures to mechanize and streamline
operations and collaborate with the prefectural government to implement a regimented training system for
employees. Planting and harvesting machines were leased for increased efficiency, dying storage facilities were
introduced, and farmers were able to focus on quality cultivation and standardization of their produce. At the same
time, Mr. Sano was able to balance time and efforts to training the growers through workshops and tours to succ essful
farms and created a seedling to cultivation manual for the employees. Enveloping all of these efforts was the
0Tonamiea Oni on Production Development Project Teamdé that
organizations and the National Federati on of Agricultural Cooperative Associations that supports efforts to stably
produce and expand the budding industry in the region.

The blood, sweat, and tears finally began paying off in 2012, their fourth year since working with onions.
Although their cr op acreage was similar to the previous year at 64ha, their yield was twice the volume at 1667 tons,
and the amount of sales quadrupled to 129 million yen (roughly 1. 2 million USD). Their reinforced drainage system,
among other factors, led to larger onions. One can i magine Mr. Sanods sigh of r
not stop here. He continued to seek larger profits, constructing a refrigerated storage facility and arranging for a state -
of-the-art pre-cooling chamber for improved sales and shipping operations, allowing for increased crop acreage of
100ha and sales of 500 million yen (roughly 46 million USD) in 2016.

These figures seemed satisfactory to the farmers who compared their lives to what they had several years
ago, but Mr. Sano mntinued to be proactive. He hopes to increase the crop acreage to 200ha and the production
volume to 10,000 tons in 2019 through renovating produce selection facilities and arranging for new drying facilities.

If successful, their production volume will i ncrease 100 times in just one decade compared to their first year of
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production in 2009. No matter their result, the case will be cited in various circles and will become a textbook example
of regional revitalization and profitable agriculture.

In closing, I want to stress the importance of Mr. Sano an
Japanese peopldike pr over bs. One that resonates with me personally
stone,6 which meansthat sitting on a cold stone for three years will make it warm & essentially, perseverance prevails
JA Tonaminods endeavor s -helg ¢thefpundatioy to sutcessfid negionail revitabizhtiors Ehéyf
analyzed its own advantages and disadvantages, thought and fought for itself, and stayed on the course through
rough times. | hope that people around the world can tak

achievements.

Lesson #16
A new road to regional revitalization in Japan has been through taking disadvantages and turning them into
advantages, strategically working towards stable expansion through trial and error, and most importantly, refusing to

capitulate in tough times.

Ishikawa Prefecture

Rokusei-Honda Farm

Corporatization of agriculture and transition from family trade to business through private sector partnerships

As the first site of my field research as Minister, Rokusei in Hakusan City, Ishikawa Prefecture, has a special
place in my heart.

This highly evolved agricultur al cor poration started the transition t
and now manages everything from producing rice and vegetables to making and directly selling Japanese rice cakes,
bentoboxes (single-portion packaged meals common in Japanesecuisine), side dishes, and confectioneries. It even
operates a restaurant that exemplifies direct farm to table methods.

There were several reasons why | wished to make Rokusei my first destination. Not only is the corporation a
certified champion in the i ndustry boasting both the Minister of Agriculture, Forestry and Fisheries Award and the
Prime Ministerd6s Award in the cat ego-argundeXammegpfairicetciog ur e, b 1
centered business that succeeded in rapid expansion, orporatization, and moving to a sixth industry model. Their
case serves as a standard of excellence in Japanese agriculture.

One can feel the raw energy and passion of this company the moment they walk into the flagship store. The
area is surrounded 360degrees by lonely rice paddies and crop fields but is animated indoors by the bustle of excited
shoppers and fervent sales staff. One of the three direct sales stores within their home prefecture of Ishikawa, sales
people here proudly introduced me to thei r locally produced rice and freshly made sweet rice cakes. On the second

floor is a grand meeting room that displays a series of photos taken when government officials, including Prime
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Minister Shinzo Abe, conducted their own site tour. | was greeted bythe company6s President, Hi
sat down, and he introduced me to his experiences and views in a discussion that featured humerous gems of regional
revitalization.

According to Karube, Rokusei finds its roots as a ragtag association of lettuce farmers that began in 1977. In
JapaneseRokuseroughly translatestoo si x stars. 6 The stars represent the si
Struggling to make profits,the associ ati on propelled itself to becoming ar
corporation, and from there, began sharing the use of machines and facilities they purchased with pooled resources in
1979. The cooperative thought strategically. It began producing and selling persimmon -filled rice cakes to stay active
and profitable during winter, and taking heed of farmers leaving the industry nearby, scarfed up cheap land to
steadily expand towards largescale operations. In 1989, the group took another leapand converted to a limited -
liability company, which, among other benefits, led to the employment of younger staff and increase in production
volume. After the construction of a rice processing facility that spanned over 100ha of land, they began sales of
confectioneries and opened their first direct sales store. It was at this point that the leadership converted the group to
a joint-stock company in 2007, and operation management was transferred from the founders to Mr. Karube, an

industry outsider.
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As of April of 2016, Rokusei has operations on 148ha of land (of which 143ha is rice paddy, the largest plot
owned in Ishikawa Prefecture) and employs 125 people, of which nine are executives and 36 are permanent staff. The
average age is an astoundinglylow33. | ncl uding the restaurantds revenues, |
billion yen (roughly 1 million USD). Their direct sales stores have claimed more than half of the revenue. Riding their
wave of success and striding further, the company held a food sampling and sales event in New York as a kickoff to
their export operations to the United States. It was not until recently that the Japanese government began pushing for
agriculture to take a similar route of expansion, corporatization, transition to the sixth industry, and export to make
the industry more profitable. | am certain that the struggles and pain the founders endured is profound, but in the
end, their spirit of self -help permeated through to successive generations of employees. Their effort has paid off.

Among my numerous lessons from my visit to Rokusei was a reaffirmation that eventual ly, corporatization

is necessary for agriculture in order to survive in this day and age and properly be able to provide fair wages and
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benefits for industry employees. More than anything though, | was astounded by the fact that Rokusei actively hired

those of different backgrounds outside of agriculture. As the company now handles everything from growing crops

and food processing to distribution, sales, and a restau
agricultural industry, and second, | see it as a sign for more progress and improvements in my country. Regarding
their unique hiring practices, | was told that Rokusei 6s
and mentality regarding agriculture, and only fr om there, hiring managers look at how they can contribute to the

range of businesses that the company conducts. Managers actively recruit new graduates who hail from not only

nationwide agricultural colleges, but also from orthodox four -year universities. Mid -career recruits are generally

locally born people who gained their skills working in big cities who made a decision to come back to Hakusan City.
Regardless of age or experience, the company does its best to judge applicants with a holistic approach wien hiring.

Mr. Karube himself is a Tokyo native who worked at a major manufacturing firm before moving to Ishikawa
Prefecture. Of the 41 fulltime staff and working directors, nine are from other prefectures, five are mid -career
professionals who broughtthei r expertise to Rokuseids various business
bachel ords degrees, all a rarity in Japanese agriculture
expand internationally.

As Rokusei is a pioneer in the industry of corporatization and a poster child for job creation for junior staff, |
hope more municipalities and those involved in farming scrutinize their example as a case study for profitable
agriculture. Partly due to the impact of those initial lett uce farmers that made what Rokusei what it is today, even

Ishikawa Prefecture itself has taken on new activities to help push agriculture into a growth industry.

Dubbed o0KomwaguPAgject,d the endeavor is a iyadnteradbor a
around the Komatsu -City Agricultural Cooperative (JA Komatsu -City) and the globally renowned construction
machinery manufacturer Komatsu Ltd. that originated in the same city. With the mandate to to raise their
homet ownds agr i viyanddevelmp themualdydolilacal labor, the partnership first set its eyes on
tomatoes, a local specialty produce. Not only did they set their goal to raise the quality of the tomatoes and work to
increase its yield, but also to diversify its processed goods and address the entire production process in the area. The
projectds first success was cutting down on waste. Conve
would be discarded before they could hit the market as they failedtomake it i nto consumersd hor

the immense waste and potential, the project team began systematically making puree out of perfectly fine tomatoes
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that would have otherwise been thrown out. Komatsu Ltd. leveraged its technology, production knowh ow, and
resources to analyze and improve the pureeing process, making use of a cheap commercial facility to halve the
production cost. The resulting puree is used in various local sweets, breads, and curries.

The teamds second t anqgeisisteratha employs ICTF to imgrove thegquality andhyield
of produce, overturning previous farming techniques that
suggestion, Nippon Electric Company ( knovelpimplemet RENEE) was
ICT cloud that converges data sent through sensors throughout its network to monitor horticultural facilities. The
system allows for the user to easily track the temperature, humidity, and environmental factors such as sunshine
within greenhouses, and can be accessed via computers and smart phones. The data is collected on a cloud as well for
future analysis and usage and can be visualized in graphs in real-time. As both the information and controls for the
greenhouses can be accesseremotely, the user can take appropriate actions as necessary including managing the
ventilations and water levels for the crops. This digitalization not only helps improve yields and quality, but also cuts
down on labor costs in areas declining in populati on and attracts younger employees who have an interest in new
forms of agriculture. |t was during this site visit that
within JA Komatsu. He politely intr osthesed@Tl messures)\ando Honda F.
inadvertently, his passion and affection for agriculture and his district. Along the same lines was the adoration and
enthusiasm that Komatsu Ltd. had for its hometown as well, unforgetting of its roots even after it had become an
internationally renowned company. They applied their cutting -edge technology throughout the partnership to areas
that were not in plain sight as well, including biomass heating systems, groundwater conditioning, and general
management advice. It is diffic ult to find a better example of how collaboration with corporations can facilitate the

implementation of sixth industry and improve agricultural productivity.

As we made the rounds on the farm, the summer sun shined brightly and beads of sweat dripped fr om all of
our foreheads. | bit into a juicy Komatsu tomato | was offered in the shade, taking my time to enjoy its soft, sweet, and
surprisingly fresh fruit. | presumptuously asked for another, and then again another. One of the beautiful things |
learned about these tomatoes is that they continue to be just as flavorful and juicy all year long as the producers have

adjusted their greenhouses for cultivation in all four seasons, allowing for shipping when costs are beneficial and
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continued profits. Needless to mention, the merit applies to consumers as well who enjoy quality tomatoes. | hope to

come across more of these in grocery stores wherever | may find myself.

Lesson #17
Corporatization and partnerships with enterprises can revolutionize modes of thin king from family trade to business
and bring an improvement to productivity offer sales opportunities. Creating the right working conditions draws in

younger and more qualified employees, even from outside the agriculture industry.

Shimane Prefecture

Katsube Nosan

Corporatization that brought young personnel and business expansion

For better or for worse, Japan has an abundance of jobs. In 2017, the effective openintp-application ratio
exceeded 1.0 in all 47 prefectures. Although this is a clear signal that finding employment should not be difficult in the
country, it is often said that local areas suffer from a shortage of human resources. Obviously, agriculture, which is an
important industry in rural areas, is no exception.

Albeit due to multiple factors, some industries succeed in acquiring talent more than others, -- through t his
logic, we should analyze why agriculture is falling behind. With the question in my mind of why agriculture is not as
attractive comparatively, | flew into Enmusubi Airport for my visit to Katsube Nosan located in Hikawacho, Izumo
City, Shimane Prefecture. The area has a fascinating recent history. Before merging with Izumo City in 2011,
Hi kawacho6s municipality and agricultural organizations
Pl ané which consolidated f ar atudarcompriehensive plarafiora lartd atilizatiore a as o

methods to cropping for the entire district, and established a leadership circle to create a new form of farm

management.

As one may assume from the name of the farm, Yoshimasa

Katsube stands as a primaryleader. As Representative Director, Mr. Katsube inherited Katsube Nosan from his father
in 2001, but took bold new steps to tear down paths between rice fields for expanded operations, improved

management styles through efficient work processes, and reduced labor time for employees. One of the methods he
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used was outsourcing weeding to a local construction company in order to have his skilled professionals concentrate
on agricultural work.

Even after his best quick fixes, however, he encountered difficulty in securing stable labor resources, at
which point Mr. Katsube came to terms with the notion that this inherent problem could not be addressed as long as
his farm was a family business. With irregular work hours and holiday and with insufficient benefits, employees
could not commit to work. It was in 2009 that he established his company, Katsube Nosan, with proactive assistance
from the local agricultural cooperative. He succeeded in creating attractive jobs by solidifying work hours and
offering weekly ti me off, benefits, balanced holidays, and annual paid time off during peak and leisure seasons. What
came with his stable and competent workforce was the ability to expand the farm size to a large sized operation
featuring 62ha of farmland and another 30ha of property he outsourced. In order to manage this land, he introduced a
myriad of ways to improve productivity and efficiency including tractors with GPS capabilities and temperature
sensors. For those with a deeper interest in ICT utilization in agrtané, refer tathe section oshinpuku Seikp

The main message is that corporatization and expansion lie in the future of agriculture. Keeping this in mind
as we look at our case study, one must admit that Katsube Nosan had various advantages. The propertywas blessed
with facing Shinji Lake, relatively even terrain that required little work in expansion, and perhaps most importantly, a
supportive municipality. Regardless, it is noteworthy that Katsube Nosan constantly attempted to stay one step ahead
of the game. Without government prompting, it created a superior work environment through corporatization,

actively recruited young talent, and promoted the use of ICT. This spirit of self -help cannot be stressed enough.

| had the chance to talk with five yo ung employees during my tour of the farm

facilities. As the average age of workers is 30, it was not difficult to find them. Their comments on working at Katsube
Nosan ranged from O0Therefs nothing more funttohand mheivreg &
that driving a tractor would be so satisfying,é6 and what
business in the future. 6 It did not take a mind reader t
agricultu re as a whole, and their attitude made me believe that the future of Japanese agriculture is bright & but it will

depend on the ideas and methods we contrive and implement to make it a profitable industry.

Lesson #18

Corporatization of agriculture and subsequent workplace and benefits conditioning to draw in young employees.
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Miyagi and Fukushima Prefectures
|l ri s Ohyama | nc. Buanapri-Bnovaton Far mo s

Agricultural innovation that sprung from the heart of a disaster  -stricken area

| take the liberty of assuming that most readers are aware of the 2011 Great East Japan Earthquake and
subsequent tsunami and nuclear accident that resulted in 16,000 deaths and hundreds of thousands of displaced
people. People in this district were (and many still are) restricted in housing, needless to mention farming, after fears

of lingering radioactivity and the governmentds evacuat.

There exists an example of turning this crisis into opportunity, however. The opportunity came in the form
of farmland expansion and growing and exporting safe, high -quality rice by a partnership between Kentaro Ohyama
(Chair of Iris Ohyama Inc.) and Nobuo Hirao (President of Butai Farm), both victims of the 2011 disaster. Together,
they created a compamynotvlaey omadmed ad Agrioudl y hails as its
generation of agricultural labor force to support reconstruction af t er t he earthquake, 6 o0crea
purchasing the full yield of contract farming, 6 and O0sup
deserted area with little to work with, calling it overambitious would be an understatement. Many did before the new
company proved itself to their country and the world.

Butai Agri -Innovation installed a colossal rice mill in Watari Town, Miyagi Prefecture, with the capability to
refine 100,000 tons of rice annually and store 42,000 pallets. T mi | | was the cornerstone of
processing method that supplies rice quickly in a way that preserves its flavor. The next integral part of the plan was
collecting unpolished rice directly from its contracted farmers. As a prerequisite to a ccepting the rice, Agri-Innovation
conducts checks for chemical residue, radiation, and cadmium before its quality test that takes into account the strain
of rice, appearance, and taste. The inspections are conducted both before and after refinement. Theemp any 6 s
thoroughness astounded me. After the meticulous tests, deoxygenating agent is added to help manage the safety and
freshness to help the rice withstand the constantlow-t e mper at ure environment (part of

it reaches theconsumer. Through the automation of these processes, costs were successfully cut in order to make the
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product highly competitive in the international market. It is nowonderthat | r i s 8 s , Railiegdrbm aRhighdye
stigmatized area for food, can be found throughout Japan, the United States, Malaysia, Switzerland, and Taiwan. A
big part of the success is attributed to Iris Ohyama Inc
that its exports decisions take into account the Trans-Pacific Partnership (TPP), a titanic international trade agreement.

Agri-l nnovation also actively supports OKoubai Yume Far
Souma City, Fukushima Prefecture, an area that was subject to evacuation instructions at the time of the nuclear
powerplant accident and suffered & among things d a grave reputational blow for its agricultural products. After the
evacuation order was withdrawn in July 2016, farmers beganrice cul ti vati on f or the first
part of its economic revitalization challenge and way to prove to the world of its turnaround. Unrefined rice produced
in the field spanning over 9ha und e rbgforeassecor ehea im theWatame nt &
Town rice mill equipped with the previously mentioned state of the art quality control system. The certifications the
product receives is so bulletproof that it passes and is sold to major Japanese convenience store exas) institutions
that may surprise outsiders for their uncompromised rigor and quality standards.

The result of the operation is companies providing a supply of inexpensive and flavorsome rice, upheaval of
the stigma around agricultural goods from the disas ter-stricken Tohoku areas, creation of numerous jobs, and
holistically contributes to the damaged area through factors including infrastructure and tax revenue. The business is
hitting multiple birds with one stone.

I am concer ned t ha turahngdusteyanayrdimmighdos woesg yretiperigh, if conventional
forms of operations continue. It would be a great shame. Japan has much to offer in agriculture to the domestic and
international market, and the quality, variety, and specific types of fru its and vegetables that are only able to thrive in
Japanese farms offer value to the world that transcends economics. | find it crucial that the agricultural industry in the
country proceed with its fundamental reforms, and in this sense, | can say that Ag ri-Innovation is a front -runner that
embodiesthesocal | ed O0aggressive agricultured policies that Pri
this aggressive agriculture, the conglomeration of production, processing, and sales to give farms a competitive edge
in the global market can be done quickly and with less resistance after a disaster such as the Great East Japan
Earthquake. Chairman Ohyama surely realized this silver
opportunityod tpraiRrseswiededntw Hari o6s, which is to 0Constant.
reforms that Butai Agri -Innovation is offering its community is growing a new leaf of hope in disaster -stricken soil,

and | hope to offer my support in any way th at | can.

Lesson #19
Tough times present opportunities to abandon conventional approaches and instead pursue innovative methods.
Cooperation from different fields (literally) can buttress farming operations and act as a catalyst for other forms of

increasing competitiveness.

Tottori Prefecture
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Oenosato Natural Farm

Proactive conversion to sixth industry agriculture and leveraging of deregulations

Oenosato Natural Farm is located in Yazu Town, the eastern part of Tottori Prefecture. It took me 30 minutes
by car from Tottori Station to arrive to this quaint gem surrounded by lush green hills and clear blue skies. The farm
made a name for itself through direct sales shop where they offer quality eggs and sweets and isknown for its
popular café. The number of customers hailing from outside the district regardless of the day of the week is still
rising. My short trip there from the station was marked by slight anxiety as we drove on a one-lane stretch of road
engulfed by nothing but trees 9 visitors cannot be blamed for worrying if there truly is a famous farm in such a rural

area.

Suddenly, the road opened up to a massive parking area filled with car s. I let out a sigh of relief as President
Riichiro Ohara, originally a poultry farmer from Tottori City, greeted me. Mr. Ohara started Oenosato Natural Farm
in 1994 with the intent to expand the supply of quality eggs in the region. As a skeptic of conven tional poultry
farming using cages that stressed chickens (leading to eggs lacking in desired flavor), he developed a holistic
approach to pr oduquality grand of eggdtharfeaturesicoops in which chickens roam freely. These
robust brown e ggs with rich creamy yolks and thick hard shells sell for 100 yen (roughly 0.9 USD) each. | learned that
Tenbiran eggs had difficulty at first finding their way
was in for the long game and successfully increases sales as he made its taste and superior breeding method known to
the area. Mail orders also helped boost sales. After his product had an established brand, Mr. Ohara advanced into the
prepared foods market where he used Tenbiran eggs in pancakes and Baumkuchen cakes suited towards Japanese
taste buds.

I n 2016, he succeeded in opening a |l arge complex cal
customers when | poked my head in. The ffreshedggs, andther f eat u
mesmerizing scent could be traced from far away. Direct sales are not the only way towards profit and regional
revitalization, however. I I earned that the facility hol
association, andwas fortunate enough to jump in and learn the basics on how this traditional German cake is made.

The second floor is taken up by a large restaurant surrounded by glass walls and is reminiscent of a chic New York
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atmosphere. The menu is replete withspecia |l t y di shes using the farmés eggs and

chance to try one of the famous Tenbiran pancakesd | doubt that | have to inform the reader of how delicious it was.

I was surprised to |l earn thawviwhagecaor

pre-existing farmland originally made with government subsidies that was deemed no longer usable was converted
into the massive parking area. The practice may seem odd to some coming from countries with different regulatory
backgrounds, but this was actually the first case of taking advantages of deregulations of the Regional Recovery Act
since its revision in November 2014. Partly due to these bold steps that allowed for better infrastructure planning, the
annual number of visitors increased fro m 100,000 in 2013 to 280,000 in 2018. They plan to achieve 300,000 annual
visitors in 2020, a figure they are likely to reach. With the increase in visitors naturally came an increase of jobsd the
farm employs over 100 fulltime staff and around 60 part -timers, another way that it contributes to its local economy.
I once visited a poultry-Tearmceal i adToRanhmeF&i nyCoa&
made its way to sixth industry agriculture. As with that farm, Oenosato Natural Farm is deve loping its own self -
sustaining system that uses organic fertilizer made of manure and partakes in food education for local residents and
children through hands on experiences and cooking classes. The benefits that Mr. Ohara and his team bring to the
community exceed simple economic ones.
| dare say that Oenosato Natural Farm is a front runner of sixth industry agriculture and can serve as a
model for regional revitalization that kickstarted local agriculture and created jobs by leveraging deregulation. The ir
activities that activelyi nvol ves the community and outside guests synt|

independence.

Lesson #20
Conversion to sixth industry agriculture by taking advan
agricultural industry and create jobs. This in turn showcases the appeal of the region, bringing in more jobs and

opportunities.

Kagoshima Prefecture
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Nagashima Town

Community efforts and incorporation of external knowl edg

fish possible

Nagashima Town in Kagoshima Prefecture, formerly known for its massive sardine fisheries, is blessed by
its surroundings composed of the East China Sea and the Yatsushiro Sea. Residents knew that sardine catches will not
last forever, however, and 50 years ago, the local fishery cooperative began research operations nationwide including
a visit ftior syta psauncocse ssf ul yell owtail farm in Kagawa Prefec

industry through a batch of wild caught yellowtail that weighed only 2 to 3kg each.

One may wonder why the leadership chose yellowtail as its fish. Theanswer | i es i n Nagashi me
geographical location. The inland sea is calm and generally holds moderate and stable temperatures all year long. The
waterds annual average of 19 degrees Celsius, tidal35rang
meters per second are all conducive to easily raising healthy and flavorsome yellowtail.

With the mindset that it is an organization that exi
due to maintaining the status quo, the fishery coop erative developed its own feed, managed the entire process of sales
from acquiring more juvenile fish all the way to shipment of prime fish, and even succeeded in exporting its products
to the EU for the first time in 2003. There were road bumps, however. Two years of back to back red tide algae blooms
in 2009 and 2010 caused damages of 5 billion yen (roughly 4 million USD) in the area and 2.7 million dead fish.

Shipments of fish decreased, but under the strong leadership of Representative Director, Nobuo Nagamoto, and
strategically targeted subsidies from the government, the cooperative succeeded in developing new coastal corves and
its now famous breed of yellowtail called o0Buriohdé that

picking up slack in tough times, shipments exceed 2 million fish annually that are exported to 30 countries.
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Yellowtail has traditionally been sold in a wholesale manner within

Japan. In an environment where wholesale businesses are gradually declining, the cooperative found ways to extend
sales to individual consumers. It was in this context that Takashi Inoue fr om the Ministry of Internal Affairs and
Communications first made his way into Nagashima Town in April 2015 as participant number one of the regional
revitalization human resources assistance program that seconds a talented and ambitious national government official
to municipalities with populations under 50,000.

Mr. Inoue, who became Vice Mayor of Nagashima Town in July of the same year, always had a penchant for
rural districts. He would visit various areas around the country every weekend at his own ex pense while serving at
the ministry in Tokyo, and used his experiences and network that he made from those in projects in Nagashima
Town. Wi th the basic premise of combining internal and e
his eyes on establishing the first corporatized fishery cooperative in Japan. With that set, he recruited Takashi Doi, a
personal friend and one of the most successful employees of Rakuten (a major Japanese-eommerce and internet
company), to help kick off and runthee-c o mmer ce si te ONagashima Continent Mar
more profitable operation than wholesales. What came with the new variety of jobs was an influx of talent that came
to the town to competently fill them.

Mr. Inoue also began marketing activities to attract tourists with fresh seafood, partnering with a major
tourism company. Through an unprecedented agreement with the local government, Hankyu Travel International Co.

Ltd. established a | ocal b roffice ard begantmbnithly rotinttable discwgsiodssthatmu ni ¢ i
involved locals and representatives from the fishery cooperative, farmer and commerce associations, and others to
design tourism tailored to accentuate t hddeasrsecladsshowngr engt
tourists how to fillet yellowtail right on the harbor, adding unique desserts that pair well with newly created local

specialty dishes, and running PR videos on local bus lines that showcase the unique and careful yellowtail breeding

process. Based on these discussions and various pieces of advice, from seasoned professions at Hankyu Travel, the

town promptly initiated an aggressive trial and error process to improve its goods and services.

Thesekinds of bold moves should not be expected to bring profits immediately. One of the keys was the
teamds ability to work through trials and errors. As a r
dining area managed by the fisheries cooperative was selected as number one incustomer satisfaction among more
than 1000 domestic tours that Hankyu Travel International offered and enjoyed more than 4 ,000 tour package visitors

in 2017. Due to this success, various lodging facilities are in the making, funded entirely by private cap ital.
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Nagashima Tairiku Ichiba

Nagashima Town has no high school, college, or other higher educational institution, and high school
students are forced to attend school far outside of town by taking an hour -long bus. This kind of burden has generally
kept families from having more than one child, and most youth move out of town when presented the opportunity &
not the situation a town wants to find itself in when attempting regional revitalization. With advances in its successful
yellowtail industry, however, are positive effects that re verberate to the rest of the district.

Pairing well with the natural appeal of a booming local economy,theso-cal | ed o0Yel |l owtail S
created as a zesty side dish by the townds | eadership in
educational fees for students who return to Nagashima Town to work within ten years of graduating high school, and
in order to keep the fund sustainable, Mr. Inoue added three features that would remain after his two -year tenure.

First, as a part of the partnership between the town and Kagoshima Mutual Shinkin Bank, the scholarship is
to feature incredibly low interest rates for loans that also help reduce administrative overhead for the town and make
costs easier to estimate down the road. Second, residents and local companies aralso to directly contribute to the
fund. The rationale behind the move was that if local talent continues to leave, businesses and the entire town hurts.
Many companies voluntarily made schemes that contribute one yen per yellowtail sold (initiated by the Azuma Town
Fishery Cooperative) that have raised millions of yen. Third, Mr. Inoue set the course so that small amounts of taxes
are collected from those not only the fishing industry, but all residents in order to ensure flexibility for the
unpredictable future. Many residents even voluntarily picked a separate tax scheme for themselves that directly
contributes to the fund, and many other companies and cooperatives have simply donated millions of yen total.

Just like yellowtail fish that returns to its original home area upon maturity, the town hopes for its
younglings to be able to see the world and contribute to their hometown when ready. We can already see its success.
Using the yellowtail scholarship as a springboard for other initiatives, Nagashima Town has begun addressing other
aspects of regional revitalization including job creation, utilization of its vacant houses, and higher education. Simple
talks have materialized to cooperation with local credit unions, remote access high schools, Keio University, and Tsuji

Culinary Institute.
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I was impressed with this case example, partly due t
deepening its relationship with outsiders, integrating resources and skills from inside and outside of i ts town. | hope

that others realize that with the right drive, every district has potential to do likewise.

Lesson #21
Schemes to retain and develop local talent can be an entrance to establishing relationships with those outside of the
immediate district that can tie into revitalization activities that cannot be done by the local government alone. Actively

involving the | ocal community and companies drives it home.

Fukuoka Prefecture

Umiterrace -Buzen

Adding value by integrating processing, sales, and food establishments

Although easier said than done, the key for regional revitalization and implementing Abenomics (Prime
Mi ni ster Shinzo Abefs pol i ci emondgedappraachithatadmbiresfisdallexgpansian,o n o my
monetary easing, and structural reforms) is the effective utilization of local resources and improvement of
productivity in local indus tries.
Modern history is beginning to prove that conventional public -work projects and bringing in foreign
businesses have their limits. This rings true across the world, and not only my country. Accordingly, the importance
and need for locally based industries including agriculture, fishery and tourism to make their own profits is
increasing. My visits to Ama Town in Shimane Prefecture (that succeeded in year-round production of oysters by
introducing the cutting edge refrigeration technology) and Mouma F ishing Port in Miyagi Prefecture (that restored
fisheries and made profits through giving fishing rights to a company rather than a cooperative) to learn about their

unique fishing industry practices were profound in their own way, but here, | would like t o take the opportunity to
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introduce the successful case of sixth industry fisherie:
Buzendéd made by a fishery cooperative in northeastl Kyushu

disclosure that | am particularly proud of this fine example in regional revitalization.

Umi terrace Buzen was started as a project to increas
used plot of land near the Houchiku Fishery Cooperati ve, it opened its doors in June 2016. Located on the first floor of
this giant facility are the direct sales store where visitors can peruse and purchase goods. The fish processing facilities
are located right next door, ensuring the utmost freshness. What is even fresher on the shelves is the fish brought into
port the very day. Upstairs, visit orHeouclikaMafriund twhédé chFii sha
by the cooperative, and serves delightful seasonal seafood, all taken from the Bizen Sead specialty dishes feature
cuttlefish in spring, pike conger in summer, and blue crab in autumn. All seafood used in the menu arrives directly
from fishing vessels belonging to the cooperative, and thanks to their rigid quality control, most seafo od is able to be
served raw without worry. Before the opening of Umiterra
seafood other than through wholesales was a scraggly operation of sales and purchases of select fish. By integrating

direct sales, processing, and even a successful restaurant, the community succeeded in adding value to their products.

Between the opening of the establishment and my visit in February 2017, Umiterrace Buzen had already
welcomed 59,500 people visitors to thedirect sales shop in the first floor and 37,700 to the restaurant on the second
floor. The monthly average net sales were 9 million yen (roughly 8 3,000 USD) and 5 million yen (roughly 46,000 USD)
respectively. Obviously, this success has contributed to

low -priced quality seafood. This is the definition of a win -win situation.
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A similar successful casepéesatdede bestherfansheBrnyaop
in Kyonan -town, Chiba Prefecture. | visited this restaurant when | was Chairman of the Special Committee on
Regi onal Revitalization in the Diet (JapopulariystsoPeminginl89e nt )
the management is currently in the process of opening its third chain. About 600,000 people visit this restaurant
annually, greatly contributing to local employment.
Fisheries are an indispensable element of regional revitdization. This is especially true in Japan, but even in
landlocked countries, the principles of what makes successful fisheries regional revitalization can be applied to other
fields. Looking at success stories like Umiterrace Buzen and Banya that now leadtheir respective districts towards
greater prosperity, one can easily forget the difficulties they faced. In Japan, workers are leaving the fishing industry
at an alarming rate. In 2016, the sector had 160,000 employees with an average age of 56.7. Meaniié, the global
seafood production doubled in 30 years, while Japanfs ha
roughly half of seafood production in the world, but it
Taking this reality into account, i n order to make fisheries into a growth industry in the country, it is
necessary to reinvent the entire business climate of the industry in a way that attracts young motivated people to join
and in turn push the sector further via innovative management, te chnological, and other methods. In Japan, the
government recently started taking direct action. The working group in the Regulatory Reform Promotion Council (an
advisory council of the Prime Minister) began assessing and analyzing domestic fisheries and is scrutinizing overseas
successful stories, comparing them to actions Japanese fisheries have undertaken to date. The working group then
turned its attention to specific cases where corporations entered the aquaculture market. There are two methods for

this that stand out domestically.
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In the above-mentioned fishery restoration project in Momoura Fishing Port in Miyagi Pefecture, a company
directly purchased fishery rights for their market entry. In other cases, such as the yellowtail farming in Nagashima
Town in Kagoshima Prefecture, a company can become a member of the local fishery cooperative for market entry.
The council also identified an increasingly popular method of cutting out the middleman through direct sales, as is
the case of Suralfisleeny eodperatipersalihgeits products to Aeon, the largest retailer in Asia. The
move is becomingawel-kk nown example domestically as a method to
is that there are numerous ways to go about improvingthe i ndustryds profitability.

Various districts in Japan are taking on their own fisheries challenges. Although success is not easily
achieved, there is opportunity for growth, and | have high expectations for the industry in my country. | myself
intend to continue helping those motivated districts and individuals by giving evidence -based policy advice to the

Regulatory Reform Promotion Council.

Lesson #22
Fisheries are a local resourcehat have major potential to develop in Japan. To become a growth industry, movement

to sixth industry activities and corporationsd market
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Leveraging local industries

Creating and supporting profitable companies is crucia | in revitalizing local districts. One of the tools for this is

ORESAS, 6 which helps users understand the strengths and

In the beginning of this book, | stated that definition of regional revitalization is to increase the average
income of a given area, and in turn, that is to make a profit. Without profitmaking, the sustainable development of a
district is not likely. Let us break this notion down further. Making profits in local districts means to garner capital
from outside, and preferably, reducing the external cashflow from the inside. Therefore, sustainably profitable
districts create an export-type industry using thei r local resources to gain outside wealth. One caveat that comes with
this is that the district in question should be careful not to fall into the traps of conventional investment promotion.
Naturally, attracting companies from the outside, especially manuf acturing plants, may offer quick remedies for
employment. The guest also may purchase goods and services locally necessary for its end products, and many
reasonably argue that the economic effects are better than having nothing. Regional districts always have better
options available, however. These companiesd performance
control, and the direct benefits they bring are often simply the salaries they pay to employees and the local purchases
they make. Genuine revitalization relies on native resources, native innovation, and native branding. As Prime
Mi ni ster Shinzo Abe stated, o0Japan itself cannot be rest
empower regional industries and improv e their productivity through native innovation and branding.
In order to make districts themselves see sustainable earnings, it is also important to foster local enterprises
that are foundations of the district to become core business of the region at large. Core businesses generally purchase
goods and services from the district in which they are rooted, distributes capital gained externally to local businesses
as a connector hub, and provide positive ripple economic and employment effects to the distric t. In other words,
regional core businesses are profitmaking machines that are essential to revitalizing an area.
I'n April 2015, the Japanese government released ORES
System), a powerful tool that allows users to easily analyze their local economy. Using the function specifically
reserved for local government employees, municipalities can identify regional core companies and companies that
have potential to become them and sort them by district and industry type. | hope that Japanese policymakers in local
government take advantage of this incredible tool to analyze their respe ctive strengths and weaknesses and in turn
use this vital information to make coherent and sophisticated strategies for economic growth.
Their sales channel development overseas, introductions of new technology and work -style reform among
other examples make regional core companies useful study cases for smaller local businesses. In theory, they play a
dual role of both economic engines and district leaders. To make these organizations more relatable, | present to the
reader the cases aé¢ CGChprmacdtdYamaiapvad in Ube City in tl

leaders and policymakers across the globe.

Fukui Prefecture
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Charmant

Breaking old customs to transform the district from just manufacturing to manufacturing and vending

Salae City located in Fukui Prefecture has a population slightly below 70,000 and claims approximately 85
of land. The city is clearly not large, but has areputatonas t he o0t own of gl ass+#rames whose

exceeds 95% of the entirec 0 u n tprogudtisn.

The production of eyewear frames started here as a sidebusiness for farmers more than 100 years ago, and
domestic demand after World War 1l boosted not only sales but also the technology and skill level of the industry. In
the 1980s, locama k er s succeeded in establishing the worl dés firsi
Sabae City has since earned its reputation overseas as a high quality and technologically advanced production site.
Above all, the ¢ omp aporgtiontt@tbaastsreamual sales of 17.8 billow yen (roughly 160 million
USD) that provides paychecks for 1,784 employees (571 employees in Japan as of 2016). As a company ranked in the
top five frame manufacturers in the world, it has direct sales stor es spanning across 12 countries and sells its
merchandise in more than 100 countries through its agencies.

Charmant began manufacturing smaller components of frames in 1956, but after acquiring superior
technology and manufacturing skills, seized the oppor tunity for rapid expansion when the eyewear market was
transforming from plastic to metal frames. It established its first direct sales store in 1975 that provided glasses made
entirely on its own. It was a gamechanger. In those days, frames were generallysold through wholesalers, and one of
the results of the risky expansion was the ability to quickly improve its products from heeding the voices of its

customers in its stores.
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In 1980, the eyewear company started exporting its products to countries in

Asia, and in 1982, it established a subsidiary firm in America that became a kickoff point for gradually organizing
production and sales networks in the global market. Charmant eventually became a world leading integrated glasses
frame provider that has six design studios globally and sells more than 7.3 million frames annually in over 100
countries. Overseas sales currently account for two-thirds of its proceeds.

I n 2009, the companyds technol ogy d-genadtionframe mdteriad i vi s i
branded as O0Excellence Titaniumé after eight years of jo
Tohoku University. Until then, manufacturers typically borrowed from research developed in other industrial fields
and applied them to frame production, but Charmant took the initiative to develop new metals to provide more
comfortable, durable, and cost-effective eyewear for consumers. Another case of the company defying conventional

industry practices.

In the same year, Charmantreleased its precision titanium laser coating technology (which won the Japan

Minister of Education Awardn 2014) after a five-year joint research project with Joining and Welding Research Institute
(JWRI) within Osaka University. By applying this techno logy to Excellence Titanium, the company created a unique
frame with unprecedented design, durability, and comfort. The product became a hit after it caught attention from

celebrities. In particular, Yoshinori Ohsumi 9 Professor Emeritus, Tokyo Institute of Technology -- wearing the
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product in his interview as a recipient of the Nobel Pri
eye.

To not just survive in a tough market but to thrive, Charmant boldly transformed itself from a manufacturer
to a maker, researcher, and distributor, expanding its sales channels overseas and adding value to its products to
compete against discounted Chinese counterparts. As a result, the company has become a leading regional core
company that provides its distr icts with employment and external capital. It did not stop there. Charmant entered the
medical equipment market in 2012 at the request of a professor from Kitasato University School of Medicine who
shares their hometown with Charmant and wanted to use ligh t, safe high-grade titanium as opposed to the
conventional stainless steel for medical procedures. The company began selling surgical instruments made of titanium
for ophthalmological and brain surgery by utilizing its technology developed with Osaka Unive  rsity initially intended
for eyewear. I'ts hometown Sabae City supported the compa
marketing activities, and further establishment of global sales channels by utilizing regional revitalization related
subsidies . Efforts were showcased in 2015 when Char mant part.i
O MEDI CA. 6 Using the opportunity as a springboard, it cl o
products. As Japan faces a sigriicant excess of imports over exports in medical equipment, these developments are
monitored with great expectations.

With roughly 30 manufacturing plants in the area that produce medical related equipment, Charmant is in
the beginning phases of organizing to lead technology transfers and guiding engineers for the district to become more
profitable. Sabae City is also preparing itself to come out with more innovative ways to support manufacturing

companies in a way that distances itself from conventional f rameworks of government administration.

Kaoru Hirokawa, Chairman of Charmant, described the
0éOur corporate culture to propel forward, inspired by c¢
Citydbs mayor, declared that o0Sabae [City] must keep moving
keep challenging ourselves. 6

The spirit of this tobaothsthepublic and privadelséctiors @isspirespme greatlyel
hope to keep an eye on the activities and further developments of Sabae City as an outstanding example of regional

revitalization led by a core company.

Lesson #23
The creation of a regional core company that can provide employment and external cash inflows will increase the
economic power of the district entire. The local government should recognize that continued support for such a

company guides the entire distric t to revitalization.

Yamaguchi Prefecture

Yanagiya
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An omnivorous company o0 sewadénamhds througheits torgg -aacdniulatedsespertise

Prime Minister Shinzo Abe expressed his devotion for

speech of the 192th parliamentary session in 2016 as follows:

0Crab fish cake is taking the world by cenpamytmt Not Kkn
invented the machine that easily processes crab fish cakes and claimed 70% of the global market share. This

fish paste shop was established 100 years ago and through adopting various ideas and methods, reinvented

itself as a manufacturing company. It has developed food processing machines one after another, not only

for fish paste but also for tofu and confectioneries and has expanded its sales channels to connect with world
famous food producers through its superior technological prowess. Its motto is to endlessly challenge itself and
consistently be the global leaderom its small corner of Japan in Ube City, it has not ceased challenging itself

on the world stage. The spirit to progress forward and be the best. The courageousness to lead he global

market with skills. As long as people like them continue their challenges, Japan can continue to grow. Ladies

and gentl emen, | et us aim at being number one in the

The company cited in this speech is Yanagiya Machinery Co., Ltd. located in Ube City, Yamaguchi
Prefecture. It started as a fish paste shop in 1916, and after developing a kneading machine, it became a machine
manufacturer which designed, manufactured and sold the fish paste product manufa cturing system. Its crab fish cake
manufacturing machine developed in 1979 can reproduce the texture of expensive crab with more economical fish
meat which to this day still has a big demand in Japan, and as Prime Minister Abe said, currently accounts for 70% of

the world market share. It is no exaggeration to say that Yanagiya has created the global market for crab fish cake.
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21 countries in 5 continents produce crab fish cake,
machines for production . In addition to this, the company has developed various machines tailored to the needs of its
clients and consumers at large using its seasoned knowhow for foods such as tofu, seaweed, confectioneries, and
breads. Its successful challenges include developng machinery for various industries including pet foods, cleaning

agents, and paints.
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Also, unknown to most, it is Yanagiya that helps bring smiles to millions in Spain each Christmas. Although
the traditional baby eel hactosntry, theaactgalekl are d@stronmnicallyeekpensiveat ed i n
nowadays. A Spanish seafood manufacturer approached Yanagiya, and the Japanese company did not let them down.
After developing a machine that makes imitation baby eels at 1.24 USD for 100 grams, compaed to the eye-watering
100 USD for 100 grams of actual eel.

After 100 years, Yanagiya has grown to have 4.04 billion yen (roughly 37 million USD) in sales in FY 2015
and has 160 employees as of April 2016, afroththe Miisgyio ed t he
Education, Culture, Sports, Science and Technology (2007
companiesdé by the Ministry of Economy, Trade and I ndustr:

the regional core company and has an established reputation.
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| had the opportunity to speak with Yoshio Yanagiya, the third -generation president of the company. |
learned that his organization was deep in the red and operating in crisis mode until they succeeded in developing the
crab fish cake machine. Sales from1i buoyed them, but Mr. Yanagiya said that the pain and hardship that the

employees went through is engrained in the company culture and continues pushing them forward to this day. With

passion, he c¢claimed 0éYanagi wa wa sanofriverouscm mpracmw armdatprdos
restrict itself to just one product. Wedll continue to e
various customersd probl ems. Local companies neeldymegnto be

and survive.6 This is the spirit of regional revitalizat

T ——
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J a p aRediomal Future Investment Promotion Agas enacted in June 2017. This law is meant to select around

2000 ORegional Fut ur e L e ad ntialgo e&lo regioaaheicomang, havé ptentizhforgrowthn f | u e
and play a central role in value chains of their respective areas. Calculations for selections are objectively made via
analyses of regionsd trade bot h i nons cashddws, gnd atiredelements.dhen a |l |
selected nascent companies can receive proactive support from the government in terms of human resources,
financing, information, and at times even regulation exemptions.

In December of the same year, the selected regional companies were announced. They were split in two
groups: the first were those calculated as described above using corporate data and specified indicators, and the

second were those that were recommended ky municipalities and were successfully chosen as potential leaders of
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their regions based off of the company®6s business charac
(excellence of managers and/or management approaches). As these are pulit expenses, very careful monitoring and

proper checks and balances are required for this system for it not to become a simple financial support mechanism for

private companies. It is my hope that this policy and those like it nourish local industries in a n integrated approach of

offering specific skills and resources from both the public and private sectors to create engines of local Abenomics.

Lesson #24

Local companies should not focus on just one product, but rather be omnivorousto survive and support regional

employment.

Aomori Prefecture

Aomori Indigo Industry Cooperative

The creation of a new local industry through the synthesis of traditional and modern techniques

Many Japanese were inspired by astronaut Naoko Yamazaki who went to the International Space Station in
the space shuttle Discovery in April 2010. Her debpopant i on
Japanese) wearing a vivid blue polo shirt is famous in my country.
The shirt dyed with indigo was chosen by the Japanese Aerospace Exploration Agency (JAXA) in a
competitive bid due to not its brilliant color, but because of its naturally antibiotic and deodorizing characteristics.
Thespecid met hod for this dye, called OAomor.i I ndigo, 6 was ¢

after innumerable trials and errors.

The color itself is branded as o0Japan Blue, 6 and tra

fermenting, and maturing extracts of Tadeai (Persicaria tinctorijleaves. The method relies on seasoned skills of
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