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From The Editor

Welcome to the launch the new AJBA Newsletter.

In line with the stated aims of the AJBA (see
Page 7 fAAbout the
focusing on initiatives to bring you, members and
friends, greater opportunities for information
exchange and networking. The first such initiative
is this newsletter.

Starting with this issue you will see a simply
formatted but hopefully interesting and
informative newsletter, available for download
from the AJBA web site. While we expect the
content to develop over time the key components
will include an interview with an expert in a Japan
related business, a feature article of interest, a
calendar of events that have been chosen with
the make up of the membership in mind and
notice of future AJBA events.

Suggestions for or contributions to content will be
gratefully received and properly considered.
Please direct any such communication to
info@ajba.com.au.

AJBA Interview Guest Profile

Leo Keeley is one of the more well-known
figures in the Japanese IT industry, with 25 years
of entrepreneurial, sales, management and
technology leadership experience.

After receiving his BS from Bentley College and
MBA from Suffolk University, Leo headed to
Japan where he studied the Japanese language
and business culture. Leo founded Japan
Leadership in 2005.

The firmdéds charter is t
profitability and upgrade organizational efficiency
for US IT firms. Clients have included Computer
Associates, HP, MatrixOne, Peregrine Systems
and Symantec.

Prior to establishing Japan Leadership, Leo
served as president of Nihon Ariba and VP of
Asia-Pacific for Ariba, Inc. In this role, he was
successful in boosting sales and profitability as
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You will also see changes to the web site
content over the next couple of months. One
feature we hope to add as soon as possible will
be an fAAsk the
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One area where the AJBA has been particularly
strong is the quality of guest speakers at AJBA
networking events. We will continue to provide
quality speakers from a diverse range of
backgrounds and provide a more formal means
of exchange between members at our events.

We hope you find this
informative and somewhat entertaining. Our
interview guest has been part of the IT scene in
Japan for nearly three decades and is well
known for his ability to express his forthright
views with a healthy dose of light heartedness.

The Committee looks forward to your continued
support and suggestions.

Editor

well as extricating the firm from an acrimonious

joint venture in Japan.

Keeley earlier founded Japan InfoTech, a low-
risk, high-impact vehicle that helped more than
a dozen U.S. IT firms successfully enter and
compete in the Japanese market. Prior to that,
he served as President and CEO of Platinum

Technology Japan, where he built a team of 200
through organic growth and the acquisition of a
local Sl. Keeley was also successful in a variety

of executive positions with Dun & Bradstreet,

o inguair%)g\fy’resridgn\{ and' CED of D'& B BdftRare

Japan. During his tenure at Dun & Bradstreet,
Keeley established D&B Technology Asia,

where he managed operations in Japan, Korea

and China.

Leo Keeley and his family reside in Tokyo.
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AJBA InterviewT J ap an

AJBA: You settled in Japan in 1980. Why?

Keeley: When | graduated university, the US econ-
omy was a lot like it is now and | wasn't exactly inun-
dated with opportunities. My wife is from Japan and
we made the decision to move here for a year so |
could learn the language and ride out the recession.
Almost 30 years later, I've managed to learn the lan-
guage but, like all of us, am riding out another reces-
sion.

AJBA: At first, what adjustments to your busi-
ness approach did you find most necessary?

Keeley: | did need to dial it back on several fronts.
Anyone who wants to do business in Japan needs to
fight the urge to give speeches or make presenta-
tions at the drop of the hat. There isn't an executive
in Japan who wants to sit through a PowerPoint
snooze fest about the minutiae of your company's
org chart. Customer success stories from outside
Japan are almost as relevant as photos from the
Hubble Telescope.

The 2 questions a Japanese customer always has
about a Western IT vendor are:

1. Do these guys have a compelling technology that
will help solve my business problem(s)? and

2. How serious are they about Japan?

Any time spent not answering these 2 questions is
time wasted.

AJBA: Over those years what are the major
changes you have seen the ICT industry in Japan
go through?

Keeley: The Japanese side of the equation has
changed considerably while the Western vendors
have by and large not evolved. In the 1980s Japa-
nese companies ran away from package software
like it was on fire. They were a lot more comfortable
with the high cost/low risk approach of custom devel-
opment. Over time, economic realities kicked in and
the hardware vendors and Sls lost hegemony over
their customers. IT sophistication at the customer
level has skyrocketed - as has the demand for better/
faster/cheaper solutions. Global competition has also
spurred Japanese companies into embracing IT solu-
tions in a manner much more like their Western
counterparts. Unfortunately, most Western vendors
have missed this sea change and failed to capitalize.

B! Busi

AJBA: In the past you have been critical of the
approach many foreign vendors have taken in
entering the Japan market, particularly in rela-
tion to initially establishing a JV as the first
step? What are the main errors of judgment you
find foreign software vendors still making when
entering the market for the first time?

I'€eSe5

Keeley: It is mind boggling how many otherwise
successful companies get their strategy wrong in
Japan by falling victim to the classic blunders of a
joint venture or an exclusive distributor. As with
most second marriages,
sent the triumph of hope over experience.

Software JVs in Japan do not work. Period. | think
most companies realize this by now, so we don't
see many JVs these days. In a way, | miss the old
days when my firm made a lot of money extricating
Western software vendors from problematic JVs.
Exclusive distributorships haven't died out quite as
quickly, but the fossil record in this area is equally
bleak so the handwriting would appear to be on the
wall.

The problem with either of these one-stop shopping
solutions is like the old analogy about ham and
eggs: The chicken's involved but the pig's commit-
ted. When your Japanese JV/sole distributorship
doesn't work out, your partner goes on to the next
unsuspecting software vendor. You, on the other
hand, are sunk in Japan.

AJBA: Even many established, large foreign
vendors do not reap rewards in Japan in any
way proportional to the size of the market.
Why?

One of the first questions we ask every prospective
client is, "Who is the most senior executive in your
company that will be fired if you don't succeed in
Japan?". The answer is generally a good indicator
of future success in Japan. The real reason many
companies fail is very simple: ego. Execs who've
been successful doing things a certain way in their
home market find it hard to believe that they need
to tweak their model in the world's second largest
market. It's a lot easier for them to pick the low
hanging fruit in small, easy markets like the ASEAN
countries. They then apply a bizarre "if-it-worked-in-
Brunei-why-won't-it-work-in-Japan?" brand of

logic to their decisions.

Continued next pageeéeeée. .
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AJBA Interview continued...TJ apan |

AJBA: "Japan is different" is often heard as a
coverall reason for anything from explaining why
results do not meet expectations to why the busi-
ness strategy that has been successful else-
where should not apply to Japan. Is Japan really
that different?

Keeley: No, it's not really different in any substantial
way. That said - you do need to Japanize your ap-
proach. For example, Western IT vendors have a
tradition of charging customers to attend user confer-
ences - a practice most Japanese customers find
distasteful in the extreme. The simple solution is to
bake the user conference charges into the license
fee and then "invite" the customer to the user confer-
ence at no cost. Everybody wins.

One other thing: In almost 30 years in Japan, virtu-
ally none of the truly capable sales people I've met
can speak English. Companies that expect/insist that
all employees speak English are fooling themselves.
How well do you think Sony or Toyota would've done
in Australia if they'd only hired employees that spoke
Japanese? Obviously your top person in Japan has
to speak English, but making this a requirement for
everyone is ridiculous. It's really important that all of
your sales execs can sell - and equally unimportant
that all of them speak English.

AJBA: Japanese end users are known for having
an expectation of quality that for many foreign
software vendors may seem extreme? Is this re-
ality or myth?

Keeley: It's reality - but it presents a real opportunity
for software vendors to differentiate. Low cost/high
impact initiatives like creating a "customer quality
forum" gives you a lot more customer intimacy. This
also allows you to make better R&D decisions by
having your customers prioritize their enhancement
requests.

Almost all software vendors have their Japanese
tech support staff report offshore to a "global" sup-
port chief - which admittedly makes sense on several
levels. If you want to keep Japanese customers sat-
isfied, it's important to give local management the
latitude to deploy these resources as needed.

ik Bu.s |

AJBA: Even bad economic times can provide
opportunities. Now the GFC is taking its toll on
the powerful Keiretsu. What does that mean for
the focus of the software vendor industry in
Japan?

Keeley: The old model of monogamy where a sin-
gle hardware vendor or Si calls all of the shots for a
big customer has proven far too costly and ineffi-
cient. You might think of that as the silver lining to
the GFC.

For savvy software companies these are good
times in Japan. Large Japanese companies that
used to have an annual IT budget in the $100 mil-
lion range have certainly seen that number slashed,
but not as dramatically as many might fear. This
leads to the current market conditions in which big
companies don't have enough money to replace all
their hardware but do have enough to implement
mission critical software-based solutions. Other
market drivers such as J-SOX compliance, data
loss prevention and privacy-related legislation all
play very nicely into the hands of software vendors
with solid solutions in those areas. It's no surprise
that must-have solutions are outselling nice to-have
by a considerable margin.

AJBA: How are you adjusting your business
focus in response to these tough times?

Keeley: Our primary value-adds are increasing
revenue and decreasing costs. Both of these are
perennials, but especially popular when the econ-
omy is soft. Our revenue generation programs are
low cost but produce results very quickly. Since
new sources of revenue are so scarce in most of
the world these days, our ability to go into major
Japanese companies, uncover opportunities and
close deals is very much in vogue. We're getting a
lot of interest from firms who want us to help them
take costs out of their Japanese operations. Most
companies are paying way too much for salaries
and facilities costs and have been conned by the
"this-is-unavoidable-in-Japan" mindset into thinking
these challenges are insurmountable. These are in
fact very easy problems to fix.
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The Impact of Immigration on the Japanese Economy

aMost

industrialized
countries
have explicit
immigration
policies, but
Japan is an
exception in
that its policy
has not been

Editor's note: Like many who share a long
association with Japan, as both a regular visitor
and past resident, | consider the ageing
population issue one of the greatest challenges
facing Japan from both economic and cultural
perspectives. The following article, published

with the kind permission of the Japanese
Government 6s Research |
Trade & Industry, IAA (RIETI) is an extract from
RIETI Discussion Paper Series-89020
entitled fiThe | mpact
Japanese Economy: A Mulfiountry Simulation
Model 6. For those of
and mathematics, the full discussion paper
describes the modeling methods and parameters
used and can be found latp://www.rieti.go.jp/

arti cul aen/pulilications/summary/09050006.html

d'he
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foreign
nationals to
the total
Japanese
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every year to
1.69% in

Industrialized countries are now facing
unprecedented demographic changes that require
extensive reform in fiscal systems, social
security systems, and other related programs.

However, due to conflicting interests between
younger and older generations, reform may be
restricted.As an example, in order to improve
the sustainability of a pagsyou-go pension
system, the government has the option of
reducing the benefits to the elderly or increasing
the burden on the working generation. Obtaining
agreement on reform by both generations is
often too difficult for the government to achieve.

Most industrialized countries have explicit
immigration policies, but Japan is an exception
in that its policy has not been articulated. To
address this shortcoming, the ruling Liberal
Democratic Party (LDP) recently proposed the
introduction of an explicit immigration policy as
swiftly as possible. The LDP suggested that an
increase in immigration would improve the
welfare of both the current and future
generations.  Moreover, certain  economic
organizations including Japan's largestippon
Keidanren (Japan Business Federatiorglso
insist that receiving immigrants will maintain the
sustainability of the social security system and
avert the expected decline in economic growth.

To date, however, these proposals have not been
fully evaluated.

At present, Japan does not have an explicit
immigration policy, but immigration control in
Japan is conducted in accordance with the
Immigration Control and Refugee Recognition
Act and the Alien Registration Law. Under these
regulations, the Immigration Bureau in the
Ministry of Justice is responsible for the
admiinistrationt & inomigratibe @ffaiosmwhich
includes the clearing of foreign nationals
entering and leaving Japan and overseeing the

o f residenayistatus aftforeigners kving irt Japan.

y oAccomdingt tbh tha sthtistiost pulblished hy ethea i

Ministry of Justice in 2008, the total number of
registered foreign nationals residing in Japan has
increased every year and totaled 2,152,973 as of
the end of 2007. The proportion of registered
foreign nationals to the total Japanese population
has also increased every year to 1.69% in 2007.
According to the statistics, by nationality (place
of origin) the most registered foreigners come
from China, who exceeded the number from the
Korean peninsula for the first time in 2007.
Registered foreigners from the Korean peninsula
make up the second largest percentage, followed
by Brazil, the Philippines, and Peru.

The United Nations Population Division (2000)
has analyzed several immigration scenarios by
which a country could prevent the decline and
aging of population that results from low fertility
and mortality rates. The report deals with low
fertility countries, such as France, Germany,
Italy, Japan, Republic of Korea, the United
Kingdom, the United States, etc., and two
regions: Europe and the European Union. The
immigration scenarios for the period 192850
focus on the impact that various levels of
immigration have on population size and
population aging. The report contains three main
findings:

1)In the next 50 years, the populations of most
industrialized countries are projected to become
smaller and older as a result of low fertility and
increased longevity;

2) in contrast, the population of the United States
is projected to increase by almost a quarter; and

Australia Japan Business Association Inc.
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The Impact of Immigration on the Japanese Economy...cont.

3) population decline in Japan is inevitable in the
absence of replacement migration, even if
fertility rebounds in the coming decades.

With regard to this issue, the ruling Liberal
Democratic Party (LDP) in Japan recently
proposed that Japan introduce an explicit
immigration policy as swiftly as possible and
receive 10 million immigrants in the next 50
years (a net inflow of 200,000 annual
immigrants per year), a number significantly
greater than the 68,054 net inflow measured in
2007. The proposed policy is expected to aim for
an increase in immigration to improve the
welfare of both current and future generations.

In this paper, we presented an OLG simulation
model using 16 countries and regions in order to
analyze the impact of immigration in Japan. Our
simulation results show that immigration will
improve the Japanese economy. Specifically,
annual immigrant flows of 150,000 will
dramatically increase the welfare of current and
future generations.

On the other hand, we
long-run welfare improvement solely from
carrying out the policy of increasing the
consumption tax. If both the sustainability of the
fiscal budget and the improvement of the welfare
of current and future generations are
requirements, we will need to promote a policy
such as policynix with immigration and
additional fiscal reform, i.e. increasing the
consumption tax.

The weakness of our study is that this paper does Consulting Fellow, Research Institute of

not analyze three points:

1) the social cost of immigration, such as the
additional public educ
children,

2) the difference between the impact of Righ
skill and lowskill immigrants, and

3) the scenario in which the birthrate of
immigrants does not soon decline to the same
level as that of natives when they have joined the
Japanese population.

These points remain subjects for future study.

Finally, increasing immigration is not a simple
matter. When implementing immigration policy

to support sustained economic growth even at a
time of population aging, Japan will face
enormous difficulties.

From the receiving perspective, can immigratior — jmmigrant
flows of this order of magnitude be sustainec flows of
150,000 will

over an extended duration? From an immigrar {

perspective, is contemporary Japan sufficientl © dramatically
attractive for foreigners to take on the challeng} increase the

of language and cultural barriers? And finally, welfare of
would such an immigration policy exacerbate current and
the brain drain that is already harming the future

generations.
therefore be met with strong resistance? fi

economies of owtigration countries, and

Even given the difficulty of the task, Japan, like
other industrialized countries, must confront
these and other obstacles and solve the related
issues to chart a productive and viable future for
its immigrant and nativeorn population.

canbét expect a signif

Authors:
implementing

: immigration

Manabu Shimasawa Sl

Associate Professor, Akita University, Japan ol
sustained
economic
growth even

Kazumasa Oguro at a time of
population
aging, Japan
will face

Economy, Trade and Industry, enormous

- di fficult
Vipistry of Eogngrayy Trageand Industis o+ Uit s 6
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Research Fellow, Institute for International

Policy StudiesJapan
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Event Calendar

AJBA Events

Soon to be announced via the web site and

AJBA Networking With a View

To be scheduled for early September. Informal
drinks and snacks with AJBA members and
friends. Great for networking and just enjoying
great company with a harbour view.

AJBA AGM

The week starting September 14. All welcome,
especially those of you who would like to be
involved.

AJBA Networking Event - A View of Japan
and Asia from Banking and Finance Experts
Early October. Date and venue to be finalised.

Other Events
August 2009

HKABA NSW Chapter Asia Pacific Networking
Function

Friday 28 August 2009 Time: 5:30 p.m. to 8:00
p.m.
RSVP: Friday 21 August 2009
Note: AJBA members and friends interested
in attending as a group should contact Mr
Richard Hughes on 02-9221-4000 during
business hours for details.

E-Learning World 2009
Wed 5-Fri 7 Tokyo Big Sight

The 4th Agrifood EXPO 2009
Tue 25-Wed 26 Tokyo Big Sight

Australian Gaming EXPO

Sun 16-Tue 18 Sydney Convention and
Exhibition Centre

Security 2009

Mon 24-Wed 26 Sydney Convention and
Exhibition Centre

Good Design EXPO 2009

Fri 28-Sun 30 Tokyo Big Sight

September 2009
Security Solution 2009
Wed 2-Fri 4 Tokyo Big Sight

Soil and Groundwater Remediation Technology
Expo

Wed 16-Fri 18 Tokyo Big Sight
Tokyo Game Show

Thu 24-Sun 26 Makuhari Messe
Import Export Show 2009

Tue 1-Wed 2 Sydney Convention and
Exhibition Centre

Fine Food Australia 2009

Mon 7-Thu 10 Sydney Convention and
Exhibition Centre

October 2009
Sports Science & Technology 2009
Fri 2-Sun 4 Tokyo Big Sight
BioFach Organic EXPO / Natural EXPO 2009
Wed 7-Fri 9 Tokyo Big Sight
Health Ingredients 2009/Safety Technology 2009
Wed 14-Fri 16 Tokyo Big Sight
ITpro EXPO 2009
Wed 28-Fri 30 Tokyo Big Sight
CEATEC Japan 2009
Tue 6-Sat 10 Makuhari Messe
The 41st Tokyo Motor Show 2009
Sat 24-Wed 4 (Nov)
Trading & Investing EXPO

Fri 30-Sat 31 Sydney Convention and
Exhibition Centre
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About the AJBA

The Australia Japan Business Association Incorporated was established in 2005
at the initiative of James M. Pach, the current president. While recognising that
there are already a number of organisations that provide valuable encouragement
in many aspects of Australia-Japan relations, the AJBA was founded to enable
regular opportunities for exchange between the Australian and Japanese
business communities, at a more informal level. It is hoped that out of this
exchange, opportunities will arise on an individual member basis, while at the
same time encouraging the bilateral commercial relationship between the two
countries.

The AJBA will also regularly invite expert speakers and contributors to contribute
to the dialog on Australia-Japan relations at the commercial level. Along with a bi-
monthly newsletter and timely news updates, AJBA members will have a source
of quality information on topics of interest.

Only recently founded, the AJBA is committed to rapidly developing the structure
and capability to provide high-level services to its members, with the aim of
becoming a valuable organisation for those with an interest in bilateral ties.

If you are an individual or organisation with an interest in Australia-Japan
commercial relations, we invite you to consider membership.
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