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i. Introduction 

Boosting a GDP of $4.1 trillion
1
, Japan is the third largest economy in the world. Strangely enough, in GDP per 

capital, Japan actually ranked 37
th
; far behind other Asian economies such as Hong Kong, Taiwan and 

Singapore. While the difference in ranking seems like a trivial quirk, it is more than that. For Japan, 

understanding the implications could be a matter of navigating the future.  

Running out of People 

GDP per capita is often an indicator of productivity, and Japan’s low GDP per capital is likely an effect of its 

demography. Japan has the world’s fastest aging population: 26.6% of its population is aged 65 and above. 

Coupled with birth rate persisting below replacement level, Japan might lose about 15% of its consumer and 

18% of its workforce by 2030
2
. As WSJ explained candidly, companies in Japan are running out of workers, 

customers or both
3
. Given that private consumption currently accounts for 60.9% of GDP

4
, a shrinking 

population makes it challenging for existing companies to grow or even sustain profits. Japan will need to look 

outwards to foster growth.  

Galapagos Syndrome  

Looking outwards often meant exports. Yet exports from Japan suffered a 25.1% decline in value between 2011 

and 2015
5
. Even electronics, a traditional stronghold of Japan, has seen its share of world export value 

plummeted from 30% in the 1990s to less than 15%
6
. Such decline suggests that Japan’s export of durable 

goods is rapidly losing competiveness.  

One reason for the decline could perhaps be found in the smartphone industry. Japan’s mobile devices were 

capable of mobile emails since 1999, way ahead of international standards. Yet it was the Americans who, 

decades later, popularised smartphones and innovations such as eBook readers and mobile payment.  

Owning the 2
nd

 highest number of patents in force
7
, Japan’s decline in export is likely not due to lack of 

innovation, but rather, a failure to market said innovations on a global scale. The tendency to overly focus on 

local market is so prominent, that Japan has become the textbook case for the Galapagos syndrome: a 

phenomenon where goods flourished domestically, but failed to compete on the international export market. 



 

Finding ways to overcome the Galapagos effect is imperative to strengthening the export sector. 

No Clear Direction 

Not just exports, the Galapagos syndrome permeates the service industry which is even less internationalised 

than its manufacturing counterparts
8
. Moreover labour productivity in services is much lower in Japan than in 

other advanced economies. Interestingly, such characteristics probably arose from the Japanese commitment to 

service quality. However in a rapidly changing world, the definition of services quality in Japan have remained 

traditionalistic with no clear vision for growth or betterment. Given the increasingly important role of services 

which now stands at 73.6% of Japan’s GDP, service could be an important growth engine and Japan needs to 

find a clear direction to harness its potential.  

Developing the population, exports and services are challenging aspects of the Japanese economy. While there is 

no magic bullet, I proposed that the RESET framework could be a possible course of action. 

What is RESET?  

RESET is an abbreviation of 3 proposals built upon the challenges outlined earlier. The proposals are:  

i) Redefining Education as Service  (RES) 

ii) Ecosystem Strategic Export (SES) 

iii) Self- Enabling Technology  (SET) 

The first aspect of RESET is to redefine education as a service. Similar to tourism, Japan could attract 

international students to pursue tertiary education in local university. International students not only contribute to 

domestic consumption during their course of study, but more importantly, serve as potential labour source upon 

graduation.  

While the inclusion of international graduates, along with their diverse perspectives to the labour force can serve 

as a basis to address the Galapagos syndrome, the effect will be gradual. A more straightforward approach 

would be for companies to rethink their export strategies. Instead of exporting “goods”, RESET proposed for 

companies to strategize export as a function of their “ecosystems”. Ecosystems creates competiveness more so 

than pure products; it is far easier for competitors to imitate or enhance a product, than to recreate whole 

ecosystems.  

Finally RESET encourages the implementation of self-enabling technology which refers to technologies that 

help customers help themselves. While it sounds counterintuitive, a recent survey by Forrester found that web 

and mobile self-services interaction has become the most common channel for resolving queries
9
. The future of 

services is perhaps closer to self-enabling than we think.   

 

ii. Redefining Education as Service   

A Growth Market  

Global education is a USD$2.2 trillion market
10

. By year 2025, OECD estimated that there will be 



 

approximately 8 million international students travelling abroad for education.  

Other than a public obligation, international education is increasingly promoted as an export service as it brings 

tremendous economic benefits to host countries. In 2015 alone, it contributed USD$30.8 billion to the economy 

of the United States
11

; while in the United Kingdom and Australia, the contributions were GBP€2.3 billion
12

 

and AUD$16.9 billion
13

 respectively.  

Japan is currently ranked 8
th
 in share of international students. However only 3.4% of tertiary students enrolled 

in Japanese university are foreigners. This is below the average of 8% amongst OECD nations, suggesting that 

Japan has not maximised potential to attract more students
14

.  Moreover of the 37,397 international graduates 

in 2014, only 25.9% (9,678) were eventually employed in Japan
15

.  Given that education is often subsidized, 

international graduates who leave Japan, represent opportunity costs. Instead, graduates who are locally 

employed can contribute to domestic consumption, income taxes, and if they are multilingual, help bridge 

Japanese companies with foreign markets.  

More than a Certificate  

Japan has to start thinking of education as a service. While the “300,000 Foreign Student Plan” is a good start, it 

misses a crucial point: in education, the value proposition usually goes beyond delivering education - students 

are also consumers of rental services (e.g. dormitories, housing), financial services (e.g. education loans) and 

career services. In lieu of the above, Japan’s existing foreign student plan is insufficient. A more comprehensive 

proposal might be the Global Schoolhouse Concept initiated by Singapore.  

One of the most interesting aspect of Singapore’s initiative is perhaps the Tuition Grant and the Service 

Obligation Scheme
16

. Under this scheme, all full time international students studying at public institutions are 

entitled to heavily subsidized tuition fee provided that they undertake a service bond to work for a 

Singapore-registered company locally or overseas for three years after graduation. Furthermore international 

students under this scheme are then eligible for a tuition fee loan of up to 90% from a local bank. Upon 

graduation, they qualify for a one-year visa to seek employment in Singapore.  

The attractiveness of this scheme is that it offers potential students a value package beyond education. The 

scheme offers a discount on education cost, and a packaged financing service which helps reduce dropout rate 

arising from financial issues. More importantly the service bond sends a confident signal that graduates, 

regardless of nationalities, are supported and welcomed to find employment. In return, Singapore benefited by 

attracting foreigners into its aging population. As of 2014, 80% of tuition grant recipients have served their bond, 

and some have even adopted permanent residency.    

Initiate Tri-party Partnerships 

The Japanese government can consider applying a similar model by selecting target growth industries and 

relevant courses. This cannot be done though the single effort of the government hence it is important that 

partnerships be formed with selected universities and companies.  

In such a partnership, the Japanese government will likely be the central coordinator who manages the education 

promotion agency and establishes the bond guidelines for subsidies. Universities are envisioned to be involved 



 

in administrating consultancy on financing, visa and career development. Finally the support of Japanese 

companies will be the most critical factor.   

As Japanese companies is the final consumer of graduate students, their inputs are first needed to identify the 

courses selected for subsidises. Next, companies have to display willingness to employ international graduates, 

for example by committing to hire a fixed percentage among new entrants. Thereafter the training and 

development of these graduates will continues to take up companies’ resources.  

Due to the high cost of training and hiring, companies might fear that international graduates will be unfit for the 

company or will eventually leave. To alleviate such concerns, it is thus recommended for universities and 

companies to promote internship roles amongst international students during university. Internship is one way 

for both candidates and companies to assess suitability to role. Finally the government can help sweeten the 

proposal through financial incentives for companies that do manage to hit the employment target. Such 

incentives could be subsidies and rebates on training expenses, or even on corporate taxes.  

Getting to Global  

The opportunities for Japan to develop its education industry is tremendous. Currently there is no single 

dominant player in Asia for global education. Japan’s main competitors Hong Kong and Singapore are facing 

weakened demands, partly due to political factors, but mostly due to capacity issue and rising costs of living
17

. 

Japan on the other hand faces excess capacities, deflationary pressure and low prime interest rates. These 

“weaknesses” could ultimately be blessings in disguise given the right marketing to students.  

On the topic of marketing, instead of relying solely on the education ministry, Japanese universities could 

participate more actively in attracting international students. Even though Japanese universities rankings have 

fallen in recent years, their strength in fields related to environmental studies, technology, engineering and 

science remain indisputable. Given the amount of interests the Japanese culture and language have generated 

recently, universities could consider independently reaching out to international high schools or polytechnics. 

However, there are weaknesses in Japan’s cultural context that will impede the proposal. For example the 

Shukatsu, Japan’s job hunting system which prescribes formalities for interviews, continues to confound foreign 

students
18

. Companies might need to rethink whether certain aspects of Shukatsu such as rigid dress code is still 

relevant by today’s standard.  

In addition, while the Examination for Japanese University Admission for International Students (EJU) helps 

standardized results for admission, international student still have to submit individual application to each 

university. This is in stark contrast to other countries, which adopts an online shared portal and prospects only 

need to submit one application to be sent to a few universities. Easing the application process benefits both 

students and less competitive universities who can serve as “backup” choices. 

 

iii. Ecosystem Strategic Export 

Position Matters  



 

In 1993, Moore asserts that companies constitute parts of a business ecosystem
19

. In ecosystems, the 

competiveness of a company is not solely defined by its products, instead, it also depends on how the company 

positions itself in relation to others in the same or competing ecosystem. This implies that Japan has to go 

beyond Monozukuri – the art of making quality products, and strategizes its export business from the standpoint 

of an ecosystem.  

Ecosystem Strategies are Powerful 

When the iPod was launched in 2001, it was compatible only on Mac. In the first year, 125,000 iPod were sold
20

. 

Sensing huge market potential, competitors soon emerged to flood the market with lower cost alternatives. 

While the knee-jerk reaction was to engage in price wars, what Apple introduced in 2003 instead, was the 

iTunes store which profoundly changed the music industry. Consumers can now buy digitalised songs which are 

cheaper than bulky CDs; and music producers can publish music at lower costs to broader markets. By 2004, 2 

million iPod units have been sold and PC-compatible iTunes followed soon after. 

The iPod and iTunes have created a new ecosystem with Apple, Apple’s supplier and music publisher, selling 

music to consumers globally. By being proprietary owners of both products, Apple has the most bargaining 

power. As iPod sales increase, suppliers and producers were increasingly bound to Apple as it meant more sales 

for their own products. Even when competitors approach the same supplier and sell a virtually identical product, 

they are only competing in half of the ecosystem. As long as consumers buy tracks from iTunes, Apple profits.   

Look beyond the Galapagos 

One industry which can benefit from the ecosystem strategy is perhaps Home Appliances (HA). In Japan, HA 

are developed to first cater to the Japanese market. Given that only 47 out of 260 countries use a 100-127 

voltage range
21

, Japan has inadvertently limit the marketability of HA at inception. Instead, the wider 

international markets were more often an afterthought, receiving only selected model usually much later and at 

higher price premiums
22,23

.  

This contradicts the ecosystems strategy which stipulates that an ecosystem develops in 4 stages: Birth, 

Expansion, Leadership, Renewal or Death. Given that Birth is to be followed by Expansion, innovation should 

always be developed with potential to scale to broad markets. This meant that Japan has to overcome the 

Galapagos syndrome and design products to globalise first before localizing to Japan. Failure to do so meant that 

companies will be penalized on lower economics of scale, late market entry, less competitive pricing and 

eventually smaller market share.  If we define the ecosystem as a global one, while developing an ecosystem 

strategy, companies cannot avoid confronting the Galapagos syndrome, as it has been embedded in the 

strategizing process.  

Moreover by reflecting on an ecosystem, companies can define the competition. In the HA market, competitions 

are still product-based where companies compete on product features, prices and brand recognition. Such 

competition usually depressed profits for all participants; eventually cutting research and development budgets 

and stagnating the whole industry. Japanese companies cannot remain in such competition without undermining 

their culture on delivering quality and innovation.  



 

A Chance for Rejuvenation 

An opportunity for the HA industry to move away from product-based competition is the development of smart 

homes with home energy management system and network appliances.  The concept of smart homes is no 

stranger to Japan. In 1999, Sharp had already developed a microwave oven which could connect to the internet
24

. 

Although the product was discontinued due to poor interest at that time, the advent of smartphone usage, and 

Wi-Fi connectivity have created a pool of technology-inclined consumer. Facing increasing security, health and 

environmental issues, smart homes holds significant growth potential: a recent survey found that there is a high 

level of interest in China for smart homes
25

.  

Smart homes have the potential to redefine the role of HA in consumer’s lives. How well smart homes integrate 

with the electronics and appliances could make or break a good ecosystem. Take for example, PanaHome, a 

subsidiary of Panasonic which develop energy efficient homes
26

. From an ecosystem strategy, if PanaHome can 

patent a system that can interact with appliances, smartphones, or even automobiles, by selling homes, 

PanaHome indirectly creates a market for Panasonic’s HA. These appliances could be something which 

Panasonic is already selling, e.g. an air purifier which activate when air quality falls below a certain level; or new 

product lines, security camera in cars that send recorded footage to be viewed from home. A bolder strategy 

could even meant providing license to other manufacturer to produce compatible products.  

Think of Compatibility  

The above is but an example of applying ecosystem strategy to a selected industry. Other than HA, ecosystem 

strategy can be applied to other industries such as green technology, energy and civil engineering.  Given that 

Japanese companies, especially Shoshas manage a range of businesses, there are surely potential ecosystems 

that can be developed.  

However, there are important caveats. Nascent stages of ecosystem, given high uncertainty, can be based on 

cooperation and adaptation. Before developing in-house, Shosha should first analyse whether there are existing 

technologies that can be adapted to needs.  Even the aforementioned iPod and iTunes were originally 

appropriated from non-in-house technologies including Toshiba disk drive, SoundJam MP and Portalplayer.  

There are little benefits to develop new technologies when an appropriate alternative or supplier is already in 

place. 

Secondly, how good a supplier is, do affect competition among ecosystems. This meant that in an ecosystem, 

leaders and suppliers matter. A key takeaway from the ecosystem strategy is thus for companies to determine 

their position in existing ecosystem and whether it will be better to serve as leaders or as suppliers. If companies 

find the barriers to be leaders too high, it might be better to stay as a profiting suppliers for now.   

 

iv. Self-Enabling Technology  

Opportunity or Threat 

Technology is radically challenging the ways in which services can be delivered and consumed. One interesting 

development is the increased ease of self-servicing which ranges from using kiosks instead of counters, to 



 

travelling on self-planned trips instead of packaged tours. Now, with start-ups such as Airbnb and Uber, 

self-services has progressed into self-enabling where companies provide ways which can enable customers to 

service themselves. Even Nintendo, in Super Mario Maker, has delegated the design work of game-courses to 

gamers themselves.   

While such developments are often seen as threats to traditional services, we cannot deny the opportunities they 

present. A 2009 study on hospitality suggested that it is not consumer, but companies who are resisting the 

concept of implementing self-enabling technologies
27

. Bridging this disconnect between companies’ expectation 

and consumers’ propensity for self-enabling could thus be the next direction for the service industry. 

Every Need is Different 

Japan is frequently portrayed as a high context society where communication is a combination of visual cues 

and choice of words. Face-to-face interaction are thus important to Japanese service delivery, with some sectors 

e.g. retail, viewing it as an avenue to create value
28

. While such interaction is difficult to replicate and can offer 

competitive advantages, it is labour intensive and service delivery cost sometimes outweighs the value perceived 

by customer
29

. In short, not all customers require the same level of services, while some value face-to-face 

interaction, others may value convenience.  

In such instances, self-enabling technology can differentiate customers according to needs. In Japanese railway 

stations, both ticket-vending machines and Midori-no-madoguchi counters are present. Customers with standard 

request will head for the ticketing machines while only those with complex requests will approach staffs. It is 

interesting to note that such behaviour is self-inducing without prompts. Thus just by introducing a self-enabling 

method, which is a machine in this case, customers will segment themselves according to their own needs.  

For customers, self-enabling provides value as it gives a degree of choice and customisation. For companies, this 

approach balances out the cost of service delivery and value creation. Standard request which are low in value 

are automated or self-serviced, while human resources are directed to complex request which often generate the 

most value in services.  

Remove Barriers  

English is not widely use within Japan and small establishment do not have English-speaking staff. Yet 

technologies usually have standardized interfaces, meaning that they can be built to accommodate non-Japanese 

speaking customers.  An example would be Ryokans where reservations through phones is often a hurdle for 

foreigners. However with online reservation systems, communication barriers are lowered, as the details of 

transaction were largely captured in standardized forms.  

Yet services have also seen its share of Galapagos syndrome
30

. Most online forms in Japan cannot handle 

international transactions, where name, address and telephone not of Japanese format will be outright rejected. 

Moreover there are also issues with ease of payment where service providers accept only domestic credit cards.  

While such restriction is sometimes present in other countries such as the United States, Japan need to consider 

the sizable difference in population. The United States may sustain on domestic consumption, but Japan 

eventually will not. Although regional restriction could be attempts to discourage parallel imports of products 



 

with different prices across markets; companies need to consider whether these restrictions are hindering 

internationalizing efforts.  

Reduce Queues, Bricks and Mortars 

Places with long queues or waiting time are most likely to require technology intervention. Japanese banks are 

found to be backwards in e-banking
31

. Most transactions such as bank transfers, remittances are still handled in 

branches or ATM which are opened for specific duration. In addition to being a major inconvenience for 

consumer, cost of transaction done at branches is found to be 43 times higher than e-banking. In such instances, 

there is value for both bank and consumer to introduce technology that can enable for self-servicing. Likewise 

Japan postal offices, notorious for their long waiting time, can introduce stamp vending and automated-payment 

machines. In the long run, this can reduce the amount of resources needed to maintain branches and labour.  

Matter of Circumstances 

There is a specific reason why self-enabling technology was chosen to be a focus of the RESET proposal. As 

stated at the very beginning, Japan is facing an aging population. In certain geographical areas, shrinking pool of 

consumer will eventually make it too costly to maintain a traditional operation model. These are the regions 

which could benefit from self-enabling technologies.  

Moreover, there are many small and mid-sized establishment within Japan who may find it too difficult to 

develop in-house technologies. For these establishments, third-partying could be encouraged. By third-partying, 

service providers shift non-core services to a third party operators who can perform this function better through 

economies of scale. While, international third party service provider such as PayPal, Booking.com have forayed 

into the Japanese market, it is not just a business for foreigners but also an opportunity for Japanese companies 

like Rakuten and Jalan.net to develop its own third-partying capacity and export it to the world. Despite 

operating in several markets, customer interfaces are easily standardized and can be customisable to multiple 

languages. Hence third-partying can be a way to bridge Japanese service provider with the international 

community.  

Just as frequent seismic activities have progressed Japan’s earthquake engineering; Japan’s population 

circumstances could hopefully help proliferate and promote development of self-enabling technology, not just in 

services but also in products such as home appliances e.g. bread makers, electronics e.g. 3D printers and heath 

care, e.g. health monitoring kits. Finding ways to introduce self-enabling either through services or products and 

designing them for international expansion are food for thought in the coming future.   

 

v. Conclusion  

As an economy advances, it will inevitably confront an aging population. This is a problem not just for Japan, 

but also for many countries. Japan just happened to encounter it earlier. Spinning this in a positive light, how 

Japan copes with an aging population can become the model for others to follow, and the technologies and 

products which Japan develops now will be the technologies that other aging economies will need and buy in 

the future. To achieve that state, Japan needs preparations. First by developing the technologies that can reduce 



 

the impact of an aging workforce, next by thinking of ways to reach out to foreign markets.  

Promoting education as a service paves the way for naturalization of foreign students into the workforce. 

Ecosystem strategies aims to help companies be more competitive and global-minded in relation to good 

exports. Finally self-enabling technologies are tools which Japan can harness to direct precious labour to services 

with the highest value-creation, reduce communication barrier during process of internationalization and 

develop new business opportunities. Although the 3 proposals are seemingly different approaches, they are 

threaded by a uniting theme to bring the World to Japan and Japan to the World. 

While RESET could be the framework that bring this to fruition, companies will have to be the forerunners; the 

ones who will be the drivers of technology, of exports and of talent development.  This would undoubtedly 

require many Japanese companies to think and act out of their comfort zone and the courage to do so is 

something that cannot be derived from this paper, but from within.  

Ending with a quote from the late Mr Lee Kuan Yew, Minister Mentor of Singapore, “Change is the very 

essence of life. The moment we cease to change, to be able to adapt, to adjust, to respond effectively to new 

situations, then we have begun to die.”  

Let the next decade not be lost, but a chance for resetting Japan’s path.   
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