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Business and academia leaders of Japan, Germany, and the U.S. gathered for a dialogue to

build a virtuous cycle for a brand-new growth through resolving productivity issue.

2nd Business Leaders’ Forum on Productivity

Japan Productivity Center held its 2nd Business Leaders’ Forum on Productivity (BLFP) in
Tokyo on October 4, 2023. The event was co-hosted by the two German organizations: National
Academy of Science and Engineering (acatech) and Miinchner Kreis. 10 management leaders and
experts from Japan, Germany, and the U.S. (6 from Japan, 3 from Germany, and 1 from the U.S.)
participated as speakers. About 100 business executives, senior managers, and members of the

media attended.
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@ Aiming a brand-new growth through resolving productivity issue

COVID-19, climate change, the war in Ukraine, Global South rising, supply chain
fragmentation, and inflation have transformed neoliberal globalism since the 1990s and affecting
the conventional world order. In Japan, the U.S., and Germany, productivity growth has been
stagnant since the global financial crisis, relative poverty and decrease of middle-class trending,
it is harder to regard wealth of society as a whole. As workforce shortage manifests, expanding
digital tech/generative Al as a background, human work role and work ethic are to be examined.

Against these backgrounds, the forum was held under the overall theme of “Brand New
Growth through Resolving Productivity Issues” alternately weaving in perspectives from both
the macro and micro levels to address the following four sessions: Keynote: “Globalism and the
Productivity Agenda: Present and Future,” and Panel Discussion 1: “Business Growth and Solving
Social Issues through Productivity Improvement,” Panel Discussion 2: “Redirecting Distribution
of Productivity Gains for a Virtuous Cycle of Socio-economic Soundness and Sustainable
Development and Growth,” and Closing Session: “Future Direction and Priority Actions for

Business Leaders.

Yuzaburo Mogi, Chairman of Japan Productivity Center (Honorary Chief Executive Officer
and Chairman of the Board, Kikkoman Corporation), opened the forum by stating that the
current situation is discontinuous and difficult to predict the future due to uncertainty about the
international order and security, and then added, “The growth rates of hourly labor productivity
in Japan, Germany, and the United States have been unanimously stagnant compared to the
late 1990s. All three countries share the same productivity challenges. In working to improve
productivity, business leaders must also pay attention to the society that forms the foundation of

business world.
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@ To overcome the new labor productivity gap due to globalization and digitalization

In the keynote session, Mr. Kazuhiko Toyama, Chairman of Industrial Growth Platform, Inc.
(IGPI), discussed the reality of the division and disparity between the few “anywheres” (people
who can work anywhere in the world) who have adapted to globalization and digitalization and the
many “somewheres” (people who work in a specific region, i.e. essential workers), and proposed
that “New Fordism of the era is wanted” in order to increase labor productivity inclusively with

wage increases in Japan, where there is a labor shortage.

Receiving the introduction, Prof.Dr. Jan Worner, President of the National Academy
of Science and Engineering (acatech) and former Director General of the European Space
Agency (ESA), introduced acatech‘s role in presenting future options and their consequences to
government and society through collaboration between industry and science. He emphasized that
“value, supply, and innovation chains must become more diverse, three-dimensional, and resilient

grids. He also stressed the importance of keep attracting young people.

Mr. Toshiaki Higashihara, Executive Chairman of Hitachi, Ltd., presented the direction of
Hitachi as a global company aiming to resolve social issues, to develop decentralized, multi-
regional management while keeping abreast of the changing times based on the three axes of
region, time, and values, and to manage common management resources such as R&D, human
resources, corporate philosophy, and DNA in an integrated and focused manner. In addition, in
the area of human resource development, he stated, “It is important to cultivate the ability to take
ownership of social issues, the empathy to understand diverse values, and the inclusiveness to

involve others.”
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After this, Mr. Shinji Fukukawa, Senior Advisor, the Global Industrial and Social Progress
Research Institute and Chancellor of Toyo University, commented on the multifaceted expansion
of the value generated by companies, including earnings, technological creation, market
customers, employees, and society, and the need to emphasize cultural and artistic values in
maximizing added value, which is also the numerator of the productivity concept. In light of the
current unstable international situation, he also stressed that business executives should work

together with politicians to make globalization take root, while addressing issues such as economic

security and crisis management.
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@ To continue to create both business value and social value

Panel Discussion 1 explored both corporate growth and solutions to social issues from a firm-
level micro perspective. At the beginning of the session, Prof.Dr. Michael Dowling, President
of Miinchner Kreis, emphasized the importance of an “innovation ecosystem” that offers value
propositions to customers in order to survive disruptive competition, and the need to gain
competencies deeply embedded customers or markets without falling into so-called “competency

traps.”

Mr. Shinya Katanozaka, Chairman of ANA Holdings Inc., then pointed out that human
investment is becoming increasingly important in non-financial disclosures due to three changes
in the corporate environment. Even in the long and painful tunnel during COVID-19, ANA has
made steady progress in raising wage levels, promoting flexible work styles and organizational
diversity (DEI), and improving employee capabilities (recurrent, reskilling, DX training, etc.) to
increase engagement. He emphasized that these efforts had become a driving force in improving

productivity level and achieving purpose of ANA.

Mr. David Barnes, Vice President, Global Workforce Policy, IBM Corporation, spoke about
how, with business management models undergoing rapid change and technology skills having a
half-life of less than three years, it is easier for professionals in HR, finance, logistics, marketing,
and other fields to learn Al and other new digital technologies. In order to encourage a culture
of learning, IBM has established an online learning platform called SkillsBuild, which requires
employees to complete a minimum of 40 hours of training per year, and ties this to compensation
as one of the two main components of annual performance evaluations. He also noted that as
a result of a review of job descriptions for all IBM positions with an emphasis on skills, the
percentage of positions for which applicants must have a college degree or higher decreased from
97% to less than 50%, the percentage of employees with less than a college degree hired by IBM in
the US and Europe increased to 20%, and applications from minority groups increased by 63%. He
also noted that the decade-long skills-first transformation within IBM has brought a culture shock
for conventional managers and supervisors, as success-hungry non-graduates tend to outperform
college graduates in cognitive ability, performance, and the acquisition of new skills. In addition,
he explained about the Apprentice program, the first of its kind in the U.S., launched in 2017,
which allows employees to learn the latest technologies while earning a salary, has attracted more

than 1,000 participants, many of whom still continue to work at IBM. Another IBM’s contribution

11
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to society is SkillsBuild platform opened to public and provides more than 1,000 courses in 20

languages skilling over 7 million people, and it is developing future human resources inclusively.

Mr. Koichiro Watanabe, Special Advisor, Dai-ichi Life Insurance Company, spearheaded
Japan’s educational reform during his Chairmanship of the Central Council for Education at the
Ministry of Education, Culture, Sports, Science and Technology. He pointed out that as Japanese
society has spiraled from Society 3.0 (Industrial Society) to Society 4.0 (Information Society) to
Society 5.0 for SDGs (Creative Society), the education and employment sectors have failed to
reform in response to the drastic changes in the production structure, and the issues have been
left unresolved. With Japan’s personal financial assets exceeding 2,000 trillion yen, he stressed
the importance of investing in the five priority areas of people (education) , innovation, start-
ups, GX/DX, while creating an ecosystem of industry-academia-government collaboration. In
education, in particular, the importance of STEAM education, including liberal arts and the arts,

was emphasized.

Having long managerial experience in the global power transmission sector at companies such
as Siemens AG of Germany, Mr. Wilfried Breuer is currently in the position of Managing Director
of Maschinenfabrik Rheinhausen, the world’s nitch-top “hidden champion™ of transformer-
related machinery and a German Industrie 4.0 award winner, with a history of over 150 years.
The company has always maintained a technological edge as an innovation leader, but even in
the power market, which is seen as a conservative and traditional market for providing social
infrastructure, the use of digital monitoring and edge computing is progressing, and each level of
the market is becoming more integrated. He also stated that company is driven not only by the
demands of management but also by the expectations of young engineers who wish to utilize the
latest digital and data analysis technologies, and expressed his determination to “promote digital

transformation of the old industry as a disruptor.”

Commenting at the end of session, Daiwa Securities Group Chairman, Mr. Takashi Hibino

b

noted that October 4, the very day of the forum, was “Investment Day,” and stressed the
significance of strengthening the financial capital function, which is inextricably linked to the
international competitiveness of the nation as a whole. In particular, he stressed the significance
of transforming underutilized assets lying in zero-interest deposits into patient capital that can

support innovation, start-ups, and human capital investment over the long term.

13
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Mr. Eijiro Yamakita, President and CEO of Japan Travel Bureau (JTB), stated that in the
tourism industry, which has such a broad base that 10% of the world’s working population is
said to be employed, “We would like to create an ecosystem for creating good experiences by
involving all stakeholders connected in every direction, while increasing empathy and engagement

among employees.

Lastly in the session, Mr. Osamu Nagayama, Honorary Chairman of Chugai Pharmaceutical,
pointed out that in promoting the transformation of the industrial structure without tolerating
“Zombi” companies, it is ultimately a question of management leadership, and stressed the need
for leaders who can initiate change, not those who can always run fast along a fixed route like an
athlete in a relay race. He also emphasized the need for leaders who can bring about change, by
proactively grasping social issues from world-wide perspectives rather than focusing solely on

Japanese ones.

15



SR OFHRFIRE L RN DBIENEIRZHIEL T

INENT A ATy vary@id, HES 7 el X ) Emos b, HOE a2
# (IGPD) OBINHEZERENSE L £ L7z 2011 4£LAFE—H L TALRA Lfkl) %
HAIZBWT, fEaREOREE & fphinsek - ke FZB T 2 720 0FEN I
ARD LN L, M TH 503, £ L TBIFSPZENTNOXRE 2 5F 2 2H 5,
[WEESR] 2% — 7 — FIZGEseEAR Y, a—F L — b ANF VA% Ehkx
BHRNT VLT =27 2 RS 2 LEEZRR T L

ot  FEBERFZOFTNEHIZ L, Mo JeHEREE I
HARHAD GDP B EHFA 3 1 FH o KEME T
BDVED 5 T2D1E, Byl 7 ATEEHN N 2 S
E DO HTEAL o TIRWEARERDPERN TH - 72 L $7
FLE L7z S22V OEELZBNEH TH %
7T 7ML T, MEH#EFHENCHHAD ICT &8
PO E T~ A T AWK L 25 TWnh
Z &, WEIEEEICB S 578 A ORI b
RLELZ TDOLET, SR%OHARIZ—AB720Fr
BaMER T 572 0BARERIC K 2 AENMER E2AT R E L. BF2ER%. 732 7 VAL,
. BE = EANTED B B 5B NOBUF ORI 2 L. RENZB W I W
B OEH CHREHKED AOLTKERTINELZLEHFAEI L T2ty —
DIV—=FTBRAYDT Y TFA) = Al Lz A7 28AIZLY, AT
2B LVRWIZE S 762 250F, Bl )o@ ilgs S ORI 253 2 FEhid X &
P2EBRFE L7z,

16



@ Toward an inclusive cycle of sound and sustainable growth

In Panel Discussion 2, the discussion again focused on macroeconomic perspectives, with
IGPI Chairman Mr. Kazuhiko Toyama, taking the podium again. In light of the consistent
population decline in Japan since 2011, investment distribution to realize a sound socio-economy
and sustainable development and growth is strongly needed. He stressed the need to rebuild
various social frameworks such as labor markets, capital markets, and corporate governance with
“inclusive cycles” as the keyword, while taking into account the respective roles of intermediary

organizations, (i.e., companies) and the government.

Professor Tsutomu Miyagawa of Gakushuin University pointed out that the reason why
Japan’s GDP growth rate was slow to recover to the pre-COVID level compared to other advanced
economies was due to the prolonged restriction of business activities and the remarkably low
capital accumulation among advanced economies. The low capital accumulation has led to
“low labor productivity and accompanying low wages, aging facilities, and slow technological
innovation.” Digitalization is the key technological innovation of the 21st century, however, he
showed estimates that growth rate in capital formation in ICT and human resources were among
the lowest in Japan, and Japan’s labor productivity in the information and telecommunications
industry being stagnant. He also pointed out that Japan needs to increase productivity through
capital accumulation in order to maintain per capita income, and he urged the government to
actively invest in R&D, digitalization, healthcare, education, and other areas with externalities,
while the private sector should also invest in the renewal of old facilities, including environmental
investment. He also mentioned the necessity to attract foreign high-tech firms citing the fact
that J-League, a professional soccer league, has succeeded in the lost 30 years and reached a
level where it can compete globally, because of the introduction of a system modeled after the

Bundesliga, a professional soccer league in Germany.
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Prof.Dr. Wérner, Chairman of acatech, and Prof.Dr. Dowling, Chairman of Miinchner Kreis,
also participated in the discussion, introducing Germany’s comprehensive socio-economic policy,
which aims to simultaneously realize competition and equality, known as the social market
economy, as well as the current situation in Germany like the energy crisis caused by shutdown
of nuclear power plants and gas supply disruptions from Russia, government fiscal discipline,
immigration, which brings social stress and hope at the same time. From both macro and micro
perspectives, the Japanese side also discussed how to reconstruct the eco-system that supports the
social economy, including the “eco-system surrounding human resource development of education
and employment,” which has the deepest rooted path dependency and therefore having high
switching costs, and the circular economy to overcome vulnerabilities such as a lack of natural
resources and a shortage of raw materials, including batteries. The discussion covered a wide

range of topics, including how to rebuild the eco-system that supports the social economy.

Mr. Hiroyuki Takanami, Executive Advisor of KPMG AZSA LLC, based on his long
experience in auditing many Japanese companies, expressed his view that the Japanese values of
modesty, humbleness and saving has wrongly affected corporate and individual saving behavior
hindering investment and efficiency, and resulted in a shrinking and unbalanced economy
by a fallacy of composition at the overall social. He commented that the problems, including
productivity, should be strategically solved by easing the concentration of resources in Tokyo,
making public investments with high multiplier effects, and strengthening the strengths of

companies and the government.
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Actions to be taken by Business Leaders for the Future

In the final closing session,

all nine speakers delivered their messages as action guidelines for leaders.
The following is a summary of the main comments made

by each speaker in order of comments.

Leaders must take pride in being private business citizens and tenaciously
pursue productivity improvement.

Mr. Kazuhiko Toyama
Chairman, Industrial Growth Platform, Inc.

Now that we have easy access to the world's most advanced technology and freedom from unemployment problems,
the pursuit of labor productivity improvement depends on the seriousness of the leaders. The way will surely open up
for them by not relying on the government to help the country, but by regaining their original pride as private

business citizens and tackling various problems in a serious and tenacious manner.

Enhance entrepreneurship through positive collective learning.

Prof. Dr. Michael Dowling
Chairman of the Board, MUNCHNER KREIS

Although Germany and the U.S. have immigration, an issue that Japan has yet to face in earnest, many issues are
shared by Germany, Japan, and the U.S. Learning from each other by looking at the positive aspects and

opportunities in a positive manner will lead to the development of entrepreneurship in more companies.

Leaders need to take a long-term view
and focus on a human-centered approach.

Prof. Dr. Jan Worner President,
the National Academy of Science and Engineering (acatech)
Former Director-General of the European Space Agency

Key words are sustainability, various actors, ecosystems, and digitalization. Leaders must take a long-term
perspective and a human-centered approach considering inclusiveness and diversity, and address various issues

including education, which is the permanent foundation for productivity growth.
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Policies to attract wisdom and young people from developed
countries, like "foreign advisors "policy of Meiji Era.

Prof. Dr. Tsutomu Miyagawa
Professor of Economics, Gakushuin University

Human resource development in companies is, of course, the responsibility of business leaders, but government
policies should be adopted to attract more and more wisdom and young people from developed countries, as was the
case in the Meiji Era, when many foreigners were invited to Japan as advisors to contribute its moderniztion in late
19th century. If Japan becomes a place of competition for human resources, Japanese human resources will be also

benefited and improve their skills.

Be open to disruptive change, be courageous and entrepreneurial.

Mr. Wilfried Breuer
Managing Director, Maschinenfabrik Reinhausen GmbH

The Japanese and German economies have enjoyed the benefits of globalization, but now we are facing a headwind
and past successes do not necessarily translate into the future. We must part ways with the comfortable past and
hone our company's superiority and potential through education and training, while being open to disruptive change

and taking on challenges with courage and an entrepreneurial spirit to open up a bright future.

It is people who make the difference.
Build an organizational culture that fosters curiosity.

Mr. David Barnes
Vice President, Global Workforce Policy, IBM Corporation

Learning Al and working together is important, but technology is only the common denominator. The key to success
is people who make a difference through creativity. Companies must nurture employee curiosity as part of their
organizational culture, and provide incentives and support for upskilling and reskilling challenges. The government
should also provide more vocational training, especially financial support and micro-credential certification to

empower the underserved.
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Encourage the spirit of challenge as you experience overseas by yourself.

Mr. Shinya Katanozaka
Representative Director, Chairman, ANA Holdings Inc.

Through the forum, confidence and determination in the direction of increasing productivity and wages increased,
and in human investment, the importance of employee motivation and engagement, mindset through dialogue, and
art was realized. It is also important to encourge a spirit of challenge that encourages Japanese people to see
overseas with their own eyes, just as the Satsuma Clan sent 15 young men to study in England after losing the war
with the British at the end of the Edo period, and later made Japan® s first Education Minister as well as the “Wine

King” in California.

Utilize the framework of the "Japan Quality Award" for change.

Mr. Koichiro Watanabe
Special Advisor, The Dai-ichi Life Insurance Company, Limited

In making changes, the framework of the Japan Quality Award, based on the Malcolm Baldrige National
Management Quality Award in the U.S., which analyzes and visualizes tacit knowledge management in Japan in
eight categories, is useful. As the number of stakeholders expands from three (seller, buyer, and society) to six
(further adding maker, the earth, and future), we would like to promote the framework while adding innovation

ecosystems, human capital, and other capital concepts to the value creation.

Leaders must foster trust, develop:capabilities and teamwork,
and look to the future from a higher perspective.

Mr. Toshiaki Higashihara Director, Board of Directors,
Executive Chairman, Representative Executive Officer, Hitachi, Ltd.

The ideal managerial approach is to create trust through dialogue with transparency, to foster strong individual and
organizational teamwork, and to close the gap between the current situation and the future while looking at the

future from a higher perspective based on the three axes of time, region, and values.
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