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Japan: A highly civilized society with ineffective
leadership

Japan has seen two prime ministers leave office in the last two
years. During these pandemic times, the general public exer-
cised an admirable level of self-restraint in their social behav-
ior, resulting in relatively low rates of COVID-19 infection and
death. Yet their leaders failed to respond effectively as they
were either unable or unwilling to overcome resistance from
various elite interest groups. For instance, instead of allocat-
ing sufficient hospital beds for COVID-19 patients, they opted
to impose severe restrictions on economic activities to contain
the virus. They were also slow to secure an adequate supply
of the vaccine, despite the fact that the success of the Olympic
Games, held in Tokyo in Summer 2021, was vital for the cab-
inet's very survival.

Japan's overall EQx2022 result (rank #18) is rather disap-
pointing for the third largest economy in the world, and re-
flects the weaknesses of the country’s elites. As the two Sub-In-
dices of Power (rank # 21) and Value (rank # 16) are in a
similar range, let us move down to the level of the EQx Index
Areas. Japan ranks highly in terms of Political Value {iii, rank
# 5), driven by two pillars, Giving Income (iii.7, rank # 8) and
Taking Income (iii.8, rank # 8). These rankings reflect general-
ly good levels of health as indicated by Life expectancy wom-
en (LEW, iii.7, rank # 1) and Life expectancy men (LEM,, iii.7,
rank # 3), the aforementioned low incidence of COVID-19 as
measured by COVID-19 fatality rate, age-adjusted (COF,
i.7, rank # 8), low Homicide rates (HOM,, iii.8, rank # 2),
and good standards of primary/secondary education (PISA
mean score, PIS, iii.7, rank # 4). Yet even in these areas, cred-
it does not go fo the political elites of today, but rather to the
strength of Japanese society in general.

Chapter 4: EQx2022 Analysis and Interpretation

Japan faces the demographic time bomb of a rapidly aging
society and shrinking population. The challenge is multiplied
by the presence of a large Government debt as % of GDP
(DBT, iii.9, rank # 140), which is likely to pose a substantial
burden on future generations and their Value Creation abili-
ties. To overcome such difficulties and to remain competitive,
the country needs to mobilize its biggest underutilized re-
source: female workers. However, the increase in female par-
ticipation in the labor market has slowed during the COVID-19
years (Labor force participation rate - male vs female, LFR,
iv.12, rank # 86). The country also struggles to allocate well-ed-
ucated, highly trained women to where they could be most
productive and create most value for society (Prop. of women
in senior and middle mgmt. positions, WMA, i.3, rank # 101).

The country continues to excel in technology, as is illustrated by
the Number of patent applications per 100,000 people (PAT,
iv.10, rank # 1). However, business leaders fail to coordinate ef-
forts by those experts to produce more Economic Value (iv, rank #
22). The government seems to be caught up in the past successes
of traditional industrial policies as evidenced by Share of discre-
tionary government interventions as % of total inferventions (stock)
(DGS, iv.10, rank # 144), rather than providing social infrastruc-
ture to promote Entrepreneurship (ENT, ii.6, rank # 22).

In conclusion, Japan continues to draw its strength from ordinary
citizens who are well educated and highly disciplined, as well as
dedicated specialists such as teachers and engineers. Political
and business elites are urged to do their own part in fulfilling the
country’s potential.

Professor Etsuro Shioji,
Graduate School of Economics, Hitotsubashi University
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