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Christopher Bryan Jones 
chris@custom-media.com

As the United States celebrates its 
242nd birthday, the FIFA World Cup 
is in full swing. And word came down 
in June that the 250th birthday bash 
will coincide with more action on the 
pitch as the United States hosts the 
2026 World Cup together with Canada 
and Mexico. As the event with the 
largest global viewership—3.2 billion 
in 2014—I’m intrigued at how digital 
delivery with grow this number eight 
years from now.

This speculation ties in to the key 
focus of this issue: how our transition to 
a world of ones and zeroes is changing 
not only entertainment but almost every 
aspect of life. Of course, we’ve been 
“going digital” for decades, but the pace 
of change has grown so fast that it can be 
difficult for consumers, businesses, and 
governments to keep up.

MISSING OUT
As I sat across from Dow Chemical Company 
Chairman and CEO Andrew Liveris for 
the interview that starts on page 20, he 
brought up how technology is adversely 
affecting the way in which people interact. 
We were talking about the personal nature 
of relationships and the importance of 
communication and of being present. Sure, 
devices such as smartphones and platforms 
such as Twitter and Facebook bring us 
closer together, but they also channel 
us into little screens. It’s a development 
that threatens both our personal and 
professional lives.

His words made me think about the 
broader pros and cons. I’ve always been 
deep into tech and whenever possible, 
I go digital. The replacement of physical 
media with digital content has made access 
and consumption incredibly convenient, 
but I miss the feel of paper as I read a novel, 
the carefully crafted design of a DVD box 
set, and the artistic liner notes of my favorite 
albums. I’ve traded a connection to the 
physical world for convenience. Most of us 
have, or are in the process of doing so.

RECONNECTING
For better or worse, this is the future—
and the march of digitalization goes 
on. The task before us is to adapt, to 
find ways to enrich our lives using 
technology without letting it become a 
barrier to the real world.

Some believe that we are destined to 
become one with our binary creations. 
As I discuss on page 34, Google 
Director of Engineering Ray Kurzweil 
has predicted that human and artificial 
intelligence will merge in 2045. Many 
agree with him. That may be our 
future, but—in the here and now—I 
believe we need to reconnect with our 
surroundings and with one another. 
Liveris told me, “I think all of us are 
going to have to find ways to reconnect 
with all of the wonderful emotions that 
human beings are capable of.” And while 
I love technology, I think he’s right. n

A flagship publication of the American 
Chamber of Commerce in Japan (ACCJ), 
The ACCJ Journal is a business magazine 
with a 55-year history. 
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A
dvocacy is a key part of the mission of the American 
Chamber of Commerce in Japan (ACCJ). Through our 
network of committees, we work proactively to improve 

the environment for US companies in Japan, from industry-
specific concerns to broader issues that affect all members.

A good example of the latter is taxation of US citizens, 
perma nent residents, and US-owned businesses in Japan, 
which affects individuals as well as companies large and small. 
Led by the Taxation Committee, the ACCJ has been advocating 
on Japanese tax rules in partnership with other associa tions 
and has seen positive results in areas such as inheri tance 
tax. While Japanese tax issues remain a focus, we are also 
sharpening our focus on the consequences of recent US tax 
reform that pose potential challenges for ACCJ members — 
smaller companies in particular.

TRANSITION TAX AND GILTI
Introduced as part of the Tax Cuts and Jobs Act of 2017, the 
transition tax and GILTI, which stands for global intangible 
low-taxed income, may result in double-taxation of US citizens 
who own small businesses in Japan. These businesses are 
not the intended target of these rules. The transition tax is a 
one-time tax on pre-2018 unremitted accumulated earnings 
generated by certain foreign corporations. On June 4, 2018, 
the US Internal Revenue Service announced that the first 
payment of the US transition tax will be delayed by one year 
for US business owners overseas who have a total transition tax 
liability of less than $1 million. Election to pay in eight annual 
installments, however, still must be filed together with your 
2017 US tax return, and interest will still accrue from the due 
date of the first installment.

GILTI is an anti-tax deferral rule that requires US share-
holders of certain foreign corporations to annually include in 
their taxable income the excess earnings over a stipulated rate 
of return from the tangible assets of a foreign corporation.

Both the transition tax and GILTI may impact you, but, as 
always, please consult with US tax professionals for further 
advice and whether this will apply to your situation. 

RESIDENCY-BASED TAXATION 
Unlike most countries, the United States continues to tax 
individuals based on citizenship rather than residence. Not 
only does this impose significant burdens on US citizens and 
permanent residents living and working in Japan, it makes 
them less competitive compared with their non-US citizen and 
permanent resident counterparts. 

NET INVESTMENT INCOME TAX 
Current foreign tax credit rules do not allow foreign taxes to be 
credited against the Net Investment Income Tax. This leads to 
double taxation of individuals earning investment income abroad. 

FATCA AND FBAR 
US citizens and small businesses in Japan face costly and 
complicated procedures in efforts to comply with the Foreign 
Account Tax Compliance Act (FATCA) and Foreign Bank 
Account Report (FBAR). 

The ACCJ Taxation Committee is submitting technical input 
to the US government outlining the effects of the 2017 US tax 
legislation on US citizens and businesses in Japan. 

They are also working to write and revise their viewpoints 
on the issues. In collaboration with the Asia–Pacific Council 
of American Chambers of Commerce (APCAC), the ACCJ’s 
goal is to effect positive change and alleviate the burdensome 
and, in some cases, unfair and unintended consequences of US 
tax legislation. With ACCJ Vice President Marie Kissel now 
serving as APCAC chair, the opportunity to shape tax advocacy 
at the regional level is greater than ever. 

To supplement its efforts, the Taxation Committee is 
encouraging ACCJ members to submit personal stories. 
While we address the issues listed here as an organization, the 
advocacy process is most effective when policymakers receive 
the same messages through multiple channels. Please contact 
your home state senator or representative to share how current 
tax legislation is affecting you and/or your business. 

If you have any questions, please contact the Taxation 
Committee through the ACCJ staff at external@accj.or.jp n

By Sachin N. Shah
ACCJ President

PRESIDENT

Tax Matters
Working for fairer policy  
for US citizens and business

If you are a smaller-company member concerned about the potential impact of these rules, please contact 

the ACCJ Small Company CEO Council to ensure your voice is represented: membership@accj.or.jp
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C
harles D. Lake II is a president emeritus of the American 
Chamber of Commerce in Japan (ACCJ), president of 
Aflac International, and chairman and representative 

director of Aflac Life Insurance Japan.
On April 29, the Government of Japan announced that 

he would be awarded the Order of the Rising Sun, Gold 
Rays with Neck Ribbon, in the 2018 Spring Conferment of 
Decorations on Foreign Nationals, for his contributions to 
the development of Japan’s insurance and financial services 
industry and to US–Japan relations and friendship.

Created in 1875 by Emperor Meiji and first 
awarded to non-Japanese in 1981, the Order 
of the Rising Sun is bestowed upon those 
who have made distinguished achievements 
in international relations, promotion of 
Japanese culture, advancements in their field, 
development in welfare, or preservation of 
the environment.

The ACCJ Journal sat down with Lake 
to learn more about the path that led to 
this honor and about his views on the 
US–Japan partnership.

INTERVIEW

FOR BILATERAL  
BUSINESS AND  

RELATIONS
Japan awards Order of  the Rising Sun  

to ACCJ President Emeritus  
Charles D. Lake II

By C Bryan Jones

Photos by Satoshi Aoki / LIFE.14
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I remain committed to fostering strong ties between the two countries  
that I call home and look forward to continuing my work.
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Congratulations on receiving one of Japan’s most prestigious 
awards. How did you feel when you learned the news?
Of course, I was very honored and humbled. At the same 
time, I immediately thought that this would not be possible 
without the support of so many people over the years. I thought 
the best way to thank all those who have helped me is to 
keep doing whatever I can to contribute to furthering mutual 
understanding between the United States and Japan.

Please tell us about your personal journey to this point. 
How did your background growing up in Japan and 
beginning your professional career in the United States 
shape your perspective and prepare you to contribute in 
ways that led to your receiving this award?
I was born in Charleston, South Carolina, to an American 
father and Japanese mother. My family moved to Japan 
when I was three and a half, and we lived with my Japanese 
grandparents. I attended Japanese elementary and junior high 
schools and was the only American in my class. Because my 
parents and grandparents were of the generation that lived 
through World War II, the subject of US–Japan relations—
and the history of what our two countries went through—
was a big part of frequent family discussions, including the 
postwar economic miracle of the 1960s and 1970s.

My family taught me the importance of understanding 
multiple perspectives and having mutual respect, so it has 
always been very important to me to try to understand both 
countries’ histories and cultures. While I am a proud US 
citizen, I also take tremendous pride in my Japanese roots. 
Given this background, I recall that, at a very early age, I 
developed aspirations to want to work in some diplomatic 
aspect of US–Japan relations, and that took me to law school 
in Washington, DC.

1962:  
Born in Charleston, South Carolina; 
attended elementary and middle 
school in Japan

1990:  
Juris Doctor: George Washington 
University School of Law

1990–1994:  
Office of the U.S. Trade 
Representative

1995–1999:  
Attorney at Dewey Ballantine LLP

Charles D. Lake II Biographical Highlights

I went to Washington because I was interested in working in 
the Office of the United States Trade Representative, which was 
right in the center of difficult trade negotiations with Japan at a 
time of heightened bilateral trade tensions in the late 1980s and 
early 1990s. After government service, I moved to private legal 
practice in Washington representing US companies.

Then, in 1999, I joined Aflac and transferred to Tokyo, 
initially to serve as its first in-house counsel within the Japan 
operations. I then moved to business operations in 2001. 
I feel very fortunate to be working for a great company that 
plays a critical role in Japan’s insurance market, and feel 
privileged to be part of its tremendous growth in Japan. When 
I became Aflac Japan’s president in 2003, the total revenues 
were $7.7 billion with 15.2 million policyholders in force 
and 2,340 employees as of December 2002. In 15 years, the 
revenues doubled to $15 billion with 24.2 million policy-
holders in force and 4,734 employees as of December 2017.

I believe that this award was in recognition of the contri butions 
that Aflac has made to the Japanese insurance industry and 
society in general, going beyond what I have done as an individual.

What lessons have you learned?
Representing the United States as a government negotiator, in 
private legal practice, or as a business executive, I have always 
believed that win–win solutions can be found in a principled 
fashion while maintaining one’s core beliefs. However, such 
win–win solutions can only be found through fact-based and 
intellectually honest analysis of the issues that one confronts, and 
only through creative thinking, hard work, and with mutual 
respect. I think that I learned this from my family and the many 
great leaders that I worked with from the United States and 
Japan throughout my career, as well as through the successes and 
mistakes of my professional career.

1999:  
Joined Aflac as first in-house counsel 
within the Japan operations

2003–2004: President

2005–2008: Vice Chairman

2008–2018: Chairman & 
Representative in Japan

2014–present:  
President of Aflac International

2018–present:  
Chairman and Representative Director  
of Aflac Life Insurance Japan Ltd.

ACCJ positions include:  
President (2006–2007); Chairman (2008); President Emeritus (2009–present)



American recipients of  
2018 Order of the Rising Sun

How has the role of the ACCJ changed over the years?
The ACCJ’s role has changed with the times, particularly in 
terms of how advocacy on business and economic issues is 
addressed. I think the ACCJ has been tested during times 
of trade friction in the 1970s and 1980s, and even into the 
1990s, and its role has continued to evolve. At times, some in 
Japan have criticized the ACCJ as a gaiatsu [foreign pressure] 
organization for aggressively representing US business. By 
virtue of the role the ACCJ has played working with the US 
government in providing input on real business issues with 
the on-the-ground perspective, the ACCJ has been the target 
of attacks at times from anti-reform sources in Japan. But, 
over the years, the ACCJ has established its standing in Japan 
as an organization that provides an important international 
perspective, a standing that ACCJ leaders noted in the early 
2000s as that of a role “inside the castle.”

When I became ACCJ president in 2006, I asked the board to 
adopt a Japanese slogan, 相利共生 (sori-kyosei; Working together, 
winning together) and worked to further transform the public 
perception of the ACCJ and to establish a seat at the table in 
Japan’s domestic policymaking as a business group consisting 
of great corporate citizens. We also advocated in Washington 
for the importance of Japan to US interests in Asia during the 
era of “Japan-passing.” Today, trade and economic issues are 
again taking center stage in US politics, as well as between the 
United States and Japan. The ACCJ can play a critical role in 
this context to provide its on-the-ground perspective of doing 
busi ness in Japan to ensure that US officials are well informed, 
based on intellectually honest and fact-based analysis, to pro-
mote free and open international trade and investment. More 
than ever, the ACCJ should leverage its “advocacy principles” 
that the board formally adopted.

What is your assessment of the Government of Japan’s 
reform efforts that are underway?
I give tremendous credit to Prime Minister Shinzo Abe and 
Abenomics and the effort that’s been expended over the 
past five or six years. Before Prime Minister Abe, Japan had 
gone through an extended period of short-term leaders and 
annual change of prime ministers. With stable leadership in 
place, the Abe administration has been able to put forward 
reforms that have had a substantive and positive impact on 
the business environment.

In addition to regulatory reform, one key example is 
corporate governance, which is truly a critical component of 
creating a positive business environment that contributes to 
economic growth. The combination of the Stewardship Code, 
the Corporate Governance Code, the JPX–Nikkei Index 400, 
among other things, has created the synergistic effect of 
fostering a positive business environment that is pro-
growth. When market-based incentives and disincentives 
are deployed effectively, they motivate business executives 
to behave appropriately, to use capital efficiently, to invest 
for the long term to enhance global competitiveness, and to 
take rational risks to grow the business profitably. I believe 
that we are seeing the transformation of many Japanese 
companies as demonstrated by the fact that the average 
return on equity of companies listed on the Tokyo Stock 
Exchange has surpassed 10 percent for the first time since 
the 1980s.

Madeleine Korbel Albright,  
former US Secretary of State

William J. Burns, president,  
Carnegie Endowment for International Peace

Robert Phillips Corker, Jr., chairman,  
US Senate Committee on Foreign Relations

Robert J. “Cris” Crispino,  
US Department of Defense official

Thomas J. Donohue, president and CEO,  
US Chamber of Commerce

Van Craig Gesse, professor, Department of Asian and 
Near Eastern Languages, Brigham Young University

Ellis S. Krauss, professor emeritus,  
University of California, San Diego

Charles D. Lake II, president of Aflac International,  
and chairman and representative director of Aflac Life 
Insurance Japan

William Flynn Martin,  
former US Deputy Secretary of Energy

John Sidney McCain III, chairman,  
US Senate Committee on Armed Services

Joseph G. Obermeier,  
former US Department of Defense official

Robin H. Sakoda, former director of Japan,  
Office of Under Secretary of Defense for Policy

Don Sundquist, former governor of Tennessee

Custom Media Publisher Simon Farrell interviewed 

Charles Lake for the ACCJ Journal in 2006.



In the financial regulatory area, Japan’s Financial Services 
Agency is viewed by most informed observers as a world-
class regulator that is playing a critical leadership role in the 
development of international financial standards and regulatory 
best practices. The United States and Japan stand together on 
many critical issues in developing these global standards.

What areas do you see for further cooperation between the 
United States and Japan?
I believe that the US–Japan alliance is critical to US interests 
in the Asia–Pacific region. It took more than 70 years to build 
this complex and important relationship. We must exercise 

exceptional care to strengthen and deepen it in the coming years. 
Like many friendships, at times we may have disagreements 
and friction. But, if we believe in this bilateral relationship, we 
can work through our issues and find that win–win solution. 
My hope is that, although this relationship may be challenged 
from time to time, the peoples of both countries can remember 
how it is mutually beneficial and strategic and do the hard work 
to solve problems so that this bilateral relationship is made 
stronger than ever over the long term.

I remain committed to fostering strong ties between the 
two countries that I call home and look forward to continuing 
my work. n

While I am a proud  
US citizen, I also take 
tremendous pride in  
my Japanese roots.
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I
t is an honor for me to celebrate my 
first Independence Day in Tokyo as 
the Ambassador of the United States. 

It is a unique privilege to represent the 
American people to our great friends, 
allies, and partners here in Japan. And 
it is particularly fulfilling to return as 
the honorary president of the American 
Chamber of Commerce in Japan (ACCJ) 
after being a member of this fine organi-
zation when I lived and worked in Tokyo 
a few decades ago.

This has been a year of historic engage-
ment for our two countries and for the 
Indo-Pacific region. In November, US 
President Donald Trump started the 
longest trip a president has taken to the 
region in a generation with his visit to 
Japan. He met with governmental and 
business leaders, including many from 

FOURTH OF JULY

Happy Independence Day to  
Readers of  The ACCJ Journal

At his summit with Prime Minister 
Abe in April, the President affirmed 
his desire for a trade deal with Japan 
based on the principles of fairness and 
reciprocity. Our two countries can serve 
as a model for trade and investment 
promotion in the 21st century. By taking 
new steps to expand bilateral trade and 
investment, we will strengthen economic 
growth and job creation in both the US 
and Japanese economies.

The relationship between the United 
States and Japan is a pillar of stability, 
peace, and prosperity in this region 
and the world. As business facilitators 
and leaders, the members of the 
ACCJ play a vital role in maintaining 
and deepening this relationship. 
For 70 years, the ACCJ has brought 
generations of Americans and Japanese 
closer together through countless 
programs and forms of engagement, 
including a deep and abiding 
commitment to social responsibility.

On behalf of the US Mission in Japan 
and the government and people of the 
United States, it is my pleasure and 
privilege to wish all ACCJ members 
and their families, and all American 
residents of Japan, a happy, safe, and 
wonderful Fourth of July. n

the ACCJ. It was during that trip that 
he announced US support for the Free 
and Open Indo-Pacific.

This strategy hinges on those two key 
ideas—“free” and “open”—reflecting 
US and Japanese shared values. The 
nations of the Indo-Pacific must be 
free: free from external coercion; free in 
terms of good governance; free for their 
citizens to enjoy fundamental rights; 
and free from corruption. And we must 
have societies that are open: open to 
trade, bringing prosperity and better 
standards of living; open to investment, 
spurring innovation and progress; and 
open in their sea and air access, which 
are truly the lifeblood of the region.

When I arrived in 2017, rockets were 
being launched over Hokkaido by the 
North Korean regime. Today, we see an 
opening to make the world safer and 
more secure.

Over the past year and a half, 
President Trump and Japanese Prime 
Minister Shinzo Abe have developed 
not only a strong working relation-
ship, but also a great personal friend ship, 
further strengthening the US–Japan 
alliance and enhancing the decades-long 
tradition of shared security and eco-
nomic partnership between our nations.

President Trump’s historic tax cuts, 
regu latory streamlining, and support 
for economic freedom are yielding 
record-setting consumer and business 
confi dence and a significantly faster 
GDP growth rate. There has never been a 
better time to invest in the United States. William F. “Bill” Hagerty IV

Our two countries can serve as a model for trade and  
investment promotion in the 21st century. 
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facebook.com/The.ACCJ

twitter.com/AmChamJapan

youtube.com/user/AmChamJapan

linkedin.com/company/ 
american-chamber-of-commerce-in-japan

1 Mike Delikat, global chair of Employment Law at 
Orrick, Herrington & Sutcliffe LLP, speaks about how 
multinational companies are adjusting their approach 
to HR at the event #Metoo, #QuellaVoltaChe, 
#YoTambien, #BalanceTonPorc: Examining Best 
Practices in the Wake of the Explosion of Sexual 
Harassment Claims, on June 15 at Tokyo American Club.

2 The ACCJ–Chubu Aerospace Industry Committee 
invited members and non-members from the 
aerospace industry to the Golden Get Together on 
May 9 at Coat of Arms Pub and Restaurant in Nagoya.

3 Dave McCaughan, chief storyteller at brand consultancy 
Bibliosexual, shares his perspectives on Japan at the 
event Back by Popular Demand: Now You Know Your… 
M-N-Os on June 5 at Tokyo American Club.

4 The second event in the Young Professionals 
Mentorship Series with ACCJ–Chubu Governor  
Michel Weenick (center), vice president of  
Architecture and Construction Asia at Hilton Grand 
Vacations, was held on May 15 at Hilton Nagoya.

5 Ming Maa (center), group president of ride-sharing  
company Grab, with ACCJ Information, 
Communications, and Technology Committee  
Co-Chair Mike Benner (left) and Vice-Chair  
William Dallyn at the event Grab’s Rapid Rise and  
Role in Southeast Asia’s Fintech Future on June 4  
at Tokyo American Club.

6 The ACCJ, along with 14 other foreign chambers 
of commerce in Japan, hosted the Joint Chamber 
Networking Reception on June 7 at Roppongi Hills Club.

UPCOMING EVENTS

Please visit www.accj.or.jp for a complete  
list of upcoming ACCJ events or check our  
weekly e-newsletter, The ACCJ Insider.

• JULY 5 
Kansai Women’s Networking Event:  
Bella Nova Night #17 

• JULY 10 
Reforming the Workplace: An Update on 
Japan’s Current Labor and Employment Law 
(Chubu Event) 

• JULY 24 
The Naked Autocrat: Myths and Misunderstandings  
about Leadership in the Uber-Connected World

SAVE THE DATE

• SEP 13 

2018 Kansai Women in Business Summit
• DEC 8 

ACCJ Charity Ball 2018 Nashville Nights

5
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T
he process of providing electricity to 
consumers has become increasingly 
complex, and the changes raise 

many questions. How should power 
best be generated and distributed? What 
is the best way to handle the process 
from a retail perspective? How should 
companies make the most of the massive 
amount of data that is generated by smart 
electri city meters?

On May 23, the American Chamber 
of Commerce in Japan (ACCJ) Energy 
and Information, Communications, and 
Technology Committees co-hosted an 
event at which Steve Jenks, vice president 
and country manager of energy manage-
ment company Landis+Gyr Japan, and 
Koichiro Nakagiri, administrative officer 
and general manager of the Tokyo-based 
Energy Business Division at KDDI, delved 
into these issues.

POWER PROBLEMS
As Jenks explained, utilities around the 
world face three key problems:

n Financial pressures
n Increased complexity
n High expectations

Providers must extend the life cycle of 
their assets while confronting a decline in 
sales. Changes to the grid structure, such 
as prosumers with rooftop photovoltaics 
selling power back to suppliers, are 
also creating challenges. And, given 
the fundamental role electricity plays 
in daily life, customer expectations are 
always very high for utilities.

A rise in competition, he pointed out, 
has also changed the landscape. “Before, 
if you didn’t like your power company, 
you were perfectly welcome to sit in the 
dark. That’s changing now, right? Look 
at Japan. There are 400 new retailers in 
Japan. There’s competition everywhere, so 
how do they change the relationship with 
the customer?”

ROOM FOR IMPROVEMENT
Jenks sees several areas in which energy 
providers can improve their offerings:

n Intelligent connectivity
n Distribution intelligence
n Resource management

Landis+Gyr’s work with Tokyo Electric 
Power Company Holdings, Inc. (TEPCO) 
was highlighted as a case study for reach-
ing some of these targets. To ensure that 
smart meters transmit the necessary data 
no matter where they are placed, the 
company instituted multimodal meters 
that use several wireless protocols. This 
was part of the reason they were able to 
achieve impressively timely results for 
reporting power usage, something that is 
invaluable to retailers.

“We take a snapshot of the amount of 
energy consumed on the meter every 30 
minutes, and we send it up to the head 
system in that 30-minute period. We go 
up all the way into the shared site so that 
the retailers can download it 30 minutes 
after that,” Jenks explained. “So, we’ve got 
an hour from generation of this reading 
to go all the way up there. Nowhere else 
in the world does that.”

TEPCO is looking to use similar 
approaches for reading gas and water 

meters over their networks. They also 
plan to employ universal Internet of 
Things radios to allow for even greater 
meter connectivity.

ENERGY APP
KDDI’s au Denki brand is among the 
top-two new entrants into Japan’s energy 
market and has been able to use data in 
innovative ways. As Nakagiri explained, 
au Denki offers customers a multifaceted 
application. “The app is available for smart-
phones, tablets, and computers and can 
provide our customers with various 
features such as visualization, analysis, 
and a gacha [random draw] game. With 
visualization, customers can see their 
current bill for that month and also 
estimations of how much they will spend 
at the end of the month.

“Customers can also view on a graph 
how much electricity they have been 
using up to the day before, showing half-
hour intervals in a day,” he added. “So, 
if somebody back home was using the 
hairdryer, they’d be able to see when they 
were doing it.”

Nakagiri said that au Denki is explor-
ing the use of artificial intelligence to 
improve the prediction of energy usage 
and pointed out that the gamification 
aspect ties into an associated ecommerce 
platform, generating a new potential 
revenue stream.

Down the road, the company will 
expand its energy mix, Nakagiri predicts. 
“We expect smaller energy sources such as 
solar power, wind power, and resi dential 
storage batteries will become increasingly 
popular. Such energy sources surely will be 
distributed all over Japan.” n

au Denki is explor ing the use of artificial intelligence  
to improve the prediction of energy usage
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Digitalizing Energy 
Bringing new approaches to the power business 

By Alec Jordan

ACCJ EVENT



Partnering  
with Ventures

MetLife’s Global  
Open Innovation Platform

By Saya Hatton

ACCJ EVENT

I
n August 2017, MetLife Insurance K.K. 
and LumenLab, MetLife’s innova tion 
center in Singapore, launched collab 2.0, 

an initiative that invited start ups from 
around the world to innovate a solution 
to real business challenges specified 
by MetLife.

Collab 2.0 attracted 111 applicants 
from 24 countries. From this pool, six 
finalists competed for a ¥10 million 
contract with MetLife. The winners were 
New Zealand-based software developer 
Montoux, New York-based artificial 
intelligence developer WorkFusion, and 
Tokyo-based Moneytree.

On June 6, at an event hosted by the 
American Chamber of Commerce in 
Japan (ACCJ) Alternative Investment 
Committee, ACCJ members learned 
more about collab 2.0 and the Tokyo 
connection from Moneytree co-founder 
Mark Makdad (pictured center) and 
Webster Coates (right), statutory 
executive officer, execu tive vice president, 
and chief strategy officer at MetLife.

BIG AND SMALL
Founded in 2012 by two Americans and 
one Australian, Moneytree has grown 
to 52 employees and is the number-one 
provider of application programming 
interface access to customer financial 
data. According to Makdad, during 
Moneytree’s series A round in 2015, they 
were able to attract funding from all 
three of the venture capital funds of the 
three Japanese megabanks: Mitsubishi 
UFJ Capital Co., Ltd., Mizuho Capital 
Co., Ltd., and SMBC Venture Capital.

Moneytree gathers information from 
2,750 sources in Japan, including banks, 
invest ments and brokerages, loyalty 
points, insurance policies, and payments—
such as by credit card and using digital 
money—from seven insurance providers. 
Makdad said, “We’re trying to find ways 
that consumers and small businesses can 
leverage their data and provide more value 
to their sales as well as the financial services 
companies that they are working with.”

The young company is teaming up with 
MetLife, a 150-year-old life insurance 
provider that operates in more than 
50 countries, serves 100 million 
customers worldwide, and has some 
50,000 employees. MetLife Japan is its 
second-largest business globally and 
accounts for about 20 percent of the 
company’s profits. The innovation center 
LumenLab is a group company that 
provides training to MetLife employees 
to encourage innovation and growth.

Makdad and his colleagues came 
across collab during a business trip to 
Singapore and met representatives of the 
program. When 2.0 launched, and one of 
the challenges for the collab was digital 
engage ment, Moneytree was keen to 
get involved and exhibit their company 
mission “to help better connect consumers 
and their financial institutions.”

REWARDS
Collab is about more than just the winners 
and prizes. “The coaching process, going 
from finalist to winner, involves a lot of 
our own employees and champions and 
working together with a partner company,” 

The biggest outcomes are really around the company’s own workplace culture

Coates said. As a result, the experience 
itself was highly valuable.

Makdad added: “Even if we didn’t 
win—even if, out of those six finalists, 
we were not chosen—my team had 
inside access to major life insurance 
problems, [which] are the problems we 
are trying to solve in digital engagement. 
That’s an education I can’t buy.”

Of the long-term benefits to MetLife of 
having multiple collab initiatives, Coates 
said that the biggest outcomes are really 
around the company’s own workplace 
culture, being able to engender the ability 
to work in different ways and to be more 
innov ative. “And, also, because we are 
primarily a consumer-focused business, 
ultimately—at the end of the day—it 
is all about providing services to our 
customers and being able to do that in a 
more efficient or more customer friendly 
manner,” he said. “The Moneytree project, 
as well as the ones that we are working on 
with the other collab winners, are ways to 
start small, test some concepts, learn from 
those, and then continue on that journey 
of innovation.”

This is not to say there were no issues. 
“The fundamental root cause of most 
of our challenges is that it relates to the 
definition of the scope—or scope creep—
as being something that has made the 
way forward more complex,” Coates said. 
This is why LumenLab’s internal training 
for MetLife Japan is so important. n

Saya Hatton is a writer at Custom Media,  

publisher of The ACCJ Journal
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T
he American Chamber of Commerce in Japan (ACCJ) 
and Nagoya International School (NIS) joined together 
on Sunday, May 20, at Nagoya International Center’s 

Moricoro Park for one of the chamber’s most popular annual 
events, the ACCJ/NIS Chubu Walkathon. There was great 
music, food, and fun—all for a good cause: supporting those 
in need within our community.

Many corporate sponsors, led by Kondo Sanko Co., Ltd., 
Oak Lawn Marketing, Inc., and MetLife Insurance K.K., 
provided the backbone needed to pull off this great event. We 
were also fortunate to have Harman International Japan Co., 
Ltd., who provided financial support and our special raffle 
ticket prizes, back as a sponsor this year. By the end of the day—
through corporate pledges and the sale of food and tickets—the 
2018 Walkathon had raised more than ¥7 million for several 
local charities that will be determined at a meeting this summer.

SMALL IS BIG
These contributions often target small organizations doing big 
work on a grassroots level. The event supports groups such 
as Ichihoshi, which provides kids, who have developmental 
disorders, with afterschool opportunities for skill building 
and play; and the Aichi Marrow Bank Support Association, 
which raises awareness of the critical need for bone marrow 
transplant donors.

Many of these smaller organizations rely on Walkathon 
funds for a large portion of their limited budgets, making it 
worth all the hard work of organizing and holding such an 
important community event.

Funds are also earmarked to support the Chubu 
Children’s Fund (CCF), a charitable organization born out 
of the 25th anniversary of the Walkathon. CCF aims to 
support children and young adults who have grown up in 

2018 Walkathon
Generous support makes 27th annual fundraiser a great success

By Britt Creamer, Erik Olson-Kikuchi, and Erin Sakakibara

Photos by Andy Boone

CHUBU

Nagoya International School student Mina Nepali, from Nagoya-
based hula studio Halau Hula ‘o Lehuau’iokalani, dances on stage.

ACCJ–Chubu Women in Business Committee Chair Nao Geisler (left),  
Vice-Chair Erin Sakakibara (right), and ACCJ–Chubu Operation Manager  
Noriko Kato with Erin's dogs Ginger and Oscar.
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local orphanages by providing the tools needed to succeed 
after leaving the orphanage system. This is done mainly 
through scholarships for tertiary education and by helping 
get children up to speed with technology. Our first five 
scholarship recipients were present at this year’s Walkathon 
and assisted children in the game area. They not only 
participated in the event, but also raised awareness of the 
need to fund these scholarships.

SPECIAL GUESTS
This year we were fortunate to welcome US Ambassador to 
Japan William F. Hagerty IV and his family, who were visiting 
Nagoya from Tokyo and led the walk that opened the event.

Boy Scouts and Girl Scouts from Japan and the United 
States carried flags, and the children enjoyed seeing Tom, 
the US Embassy’s jellybean-inspired social media goodwill 
ambassador, as well as Walkie the Walrus, the official 
mascot of the Chubu Walkathon.

Four local Beatles tribute bands entertained young and 
old during the morning music set, and favorites from the 
area music scene took the stage in the afternoon. Local food 
and drink vendors were also on hand to complement the 
great music and fun activities with culinary delights.

Not to be forgotten, a record number of volunteers—as 
well as supporters from several local universities and 
schools—took part to ensure that the day went smoothly. 
Many Boy Scouts, Girl Scouts, and NIS students also 
worked tirelessly.

HISTORY OF HELP
First held more than 27 years ago with 200 or so walkers, 
the event has stayed true to its original mission despite 
its growth. Our goal has always been to provide a way for 
US corporations and individuals to join with the local 
community in a fun way to give back by supporting those 
in need and cultivating positive relationships for all—
regardless of background.

We would like to extend heartfelt thanks to everyone 
who supported the 2018 Walkathon. There were many tired 
but happy faces by the end of the day, and the fact that 
several local organizations will benefit from building these 
local bonds makes us proud of the role the ACCJ and NIS 
play in this community. Now, off to plan for 2019 and the 
28th annual Walkathon! n

Walkathon group photo with all the volunteers who made the event a success.

Walkathon master of ceremony Deryk Langlais with a Stormtrooper and  
Tie Fighter Pilot from the 501st Legion's Japanese garrison.

US Ambassador to Japan William F. Hagerty and his family with  
Michael Coutu of Boy Scouts of America Troop 758, based in Nagoya.
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Australian Andrew Liveris has guided a resurgence 

of The Dow Chemical Company since being named 

chief executive officer in November 2004. His devotion 

to personal relationships and creating a better world 

while growing profits is a model of successful corporate 

leadership. As he steps down as chairman and chief 

executive officer of Dow and from the board of directors 

of DowDuPont Inc., he continues his efforts to promote 

inclusive capitalism and to ensure that the global 

economic system works for everyone. Before he spoke at 

the American Chamber of Commerce in Japan (ACCJ) 

CEO Forum event on May 30, The ACCJ Journal sat 

down with Liveris to learn more about his journey from 

chemical engineer to CEO, and how that experience 

helped him take Dow to new heights. 

What were the keys to navigating the path from your first job to 
becoming CEO? 
I think the first five years, joining any enterprise, most of us are 
making assessments on exactly what we have joined, what we are 
doing, and if it excites us. I, a chemical engineer joining a chemical 
company, was a no brainer. Dow was the world’s sixth largest at the 
time, and they gave me assignments that characterized the way we 
did it then and still do it today. 

You had a thing called a job description, but you could drive a 
truck through it. Fundamentally, you could make your own job 
and empower yourself. This boundaryless way of describing work 
was prescient and for a company of our era—seventies eighties, and 
beyond—enabled people like me. In those first career assignments 
and jobs, I was excited at the opportunity that Asia presented. And I 
eventually moved over into marketing and business, where I literally 
could create my own paradigms and my own success models. 
The culture of Dow, generated from the beginnings of Dow by 
the founder to the present day, is exactly this: empowerment and 
enablement, no matter the organizational design. 

When I was stuck with a bad boss in Dow Pacific headquarters 
in Hong Kong for five years, if there was ever a time I was going to 
leave Dow that was it. Why did I stay? Because I found my way to 
other people who would coach me and advise me. “We all know how 
bad this guy is, let alone why he’s still there. But the fact that you’re 
working in that environment, don’t worry. You're going to actually 
learn something from this. Learn how not to do it.” 

So, the whole system surrounding me—including his boss, 
who intervened and grabbed me under his wing, this fluidity of 
organizational model that enables every human being to emote and 
express according to their own talents—is what retained me. 

I like to say till present day that you join a company, but you 
leave people. I could never make that decision to leave people. 
There were too many people I knew that I impacted, that I 
helped—especially as I got bigger and bigger jobs. You take it very 
personally and you really feel like you’re disloyal if you leave them. 
I’ve been very focused on allowing our company to maintain that 
cultural attribute that enabled me to stay in one place for 42 years. 

Dow Chemical’s Andrew Liveris shares 
his vision for a better world

By C Bryan Jones
Photos by Satoshi Aoki / LIFE.14

INCLUSIVE 
CAPITALISM
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Do you find that this personal atmosphere is becoming 
less prevalent in companies today? 
Absolutely, and I think it’s due to digitalization, which is 
one of the topics I speak about a lot. I have a front row seat 
on what’s going on both in our own company as well as at 
IBM, where I am on the board. I see the effects of digital. 
You see it in restaurants where families are having dinner 
and everyone is on their device. We see everywhere that it’s 
de-personalizing, that everyone being connected means no 
one is connected.  

A Chinese businessman that I did business with in my late 
twenties in Hong Kong gave me this axiom that I still live by 
today: the tenants of society are relationship, logic, and law. 

In eras where you know you need certainty, the rule of law 
dictates the rule of logic and dictates the rule of relationship. 
What I’ve always done is let the rule of relationship drive the 
rule of logic, drive the rule of law, which I happen to believe 
is an ancient tenet, a Middle Eastern tenet, an emerging 
geography tenet. But, actually, in the digitalization world, 
it is a human element, a human tenet. I think all of us are 
going to have to find ways to reconnect with empathy and 
all the wonderful emotions that human 
beings are capable of. Greed, envy, fear, 
and anxiety are leading to, in essence, 
train wrecks. 

This part of what I believe is the 
leadership model of today is being 
amplified by digitalization. You are not 
talking to someone when you’re on a 
Webex screen; you are being filtered by a machine and you 
are not there, you are not present. When I am in a room, I am 
present. I make sure I am present. I read the audience and I 
know when someone isn’t present and, when I run meetings, 
they’re present. These sorts of new axioms we have to learn 
are to reconnect us all, which I think is a very big tenet of 
modern society. 

How did your journey shape how you lead the company? 
When I was first appointed CEO, I did something which 
is indicative of all my experiences to that moment, and 
indicative of me as a person. I figured out one of the most 
important things I can do is benchmark the very best. So, my 
then-CEO—as I was being appointed COO—gave me the 
license to go and assure connections. Roughly 25 successful 
CEOs, people who were at or near retirement who had 
done the job for X years, gave me their time. I listened very 
carefully, and I understood what I didn’t understand. I started 
to hear what I didn’t know. I started to understand the parts of 
the job that no amount of training before getting the job could 
give me. I started to hear language that I wasn’t familiar with. 

If nothing else, I am a good student. I am a voracious 
reader and I am voracious internalizer of data. I looked at the 
details of what they were telling me and started to distill it 
down into work plans and action plans at the CEO level. One 
of the key things I learned was the role of the shareholder, 
and that what’s going on in the world, leading up to this 
topic of inclusive capitalism, is the siloing of financial wealth 
versus multi-stakeholder returns. 

The CEOs were emoting it to me back then in ways that 
I could internalize and then say, “I’ve got to get the board 

of our company to understand the strategy, such that it’s a 
multi-stakeholder strategy and not just a single dimensional 
strategy—i.e., please the current owner. That is a break-
through thought that today is a lot more prevalent than it was 
back then. So, strategy as it relates to shareholder and board 
is a dimension of me that I gained from the first weeks and 
months in the job.  

Everything I had done prior to that point had taught me 
that risk management comes from judgment calls. All my 
experiences to date had given me good experiences and 
good outcomes but—more critically—bad experiences and 
bad outcomes. That brings us to young people. You’ve got to 
give young people the ability to make mistakes so that they 
can have some bad experiences—hopefully not terminal, 
and certainly not against the key tenets of our company, 
our values and our safety and ethics. But, if you allow them 
the route to operate that I had, then they can make those 
mistakes that can make them better people who can judge 
what the right answer is. 

In my case, it prepped me to take the bet, to bet the 
company, which, at that time, was roughly a $30 billion 

market cap company. For me to have the 
mandate to do that, I had to explain to the 
board what managed risk looked like.  

Another important thing that we are 
witnessing to this very day is the focus 
on people. As CEO, I started working 
on succession immediately, because I 
understood that I needed a team that was 

different from the previous team. I needed a team that could 
undertake this transformation. I needed a team that, at the 
end of the day, was aligned and didn’t have internal fighting. 
Now there is only one fight we have, and that is in the 
outside world. Aligning, recruiting, rebuilding, rewiring, and 
rehiring the talent pool and the succession pool—in essence I 
was trying to make Dow entrepreneurial again. 

Under your leadership, Dow has been a champion of 
diversity and LGBT rights in the workplace. Why do you 
feel so strongly about the value of diversity and inclusion 
to corporate success? 
I would say it would be a fair assessment that my own 
personal wakeup call on the word “inclusion” came relatively 
late. As someone who is diverse in my own right—I’m an 
Australian of Greek origins from the Outback who, growing 
up, was seen as someone with dark skin and a big nose and 
I was given names for that—I never accepted this notion 
that just because you were a WASP [White Anglo-Saxon 
Protestant] you were that much smarter or more brilliant and 
you just had this entrée to life. I never accepted that. I grew 
up in a very multicultural town in northern Australia. 

Because of my attitudes, I felt very strongly that we should 
adopt strong diversity mandates at Dow. We did, but we 
were noticing that it didn’t address the major issue, which 
is, to distill it down to a term, unconscious bias. You go 
after conscious bias pretty easily. You can confront it and, 
ultimately, purge it out of your company. But what we figured 
out, and I personally figured out, was that we had to become 
inclusive. So, we started to benchmark some of the best early 
companies that were doing inclusion. 
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For the market to be 
more perfect, you need 
quality access to the tools 
the market provides.
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You mentioned LGBT. I worked very closely to help Jim 
[Fitterling] come out, and I watched his pain on a personal 
level and coached him through it. I was his go-to person. I was 
watching him go through what I thought was inexcusable. He 
felt almost a guilt and almost a stigma, and he just wanted to 
be a normal person and treated as a normal person and yet he 
couldn’t be. My chief of staff at the time is openly gay, and he 
and I would chat about it a lot. I would try to understand it a 
lot more than I then did. Then I started to understand it when 
I looked at the African-American community and what was 
going on out there with racial riots in Missouri and Baltimore, 
and the black community and their anger. I talked to my 
African-American director who explained it to me and said: 
“We are our own worst enemy. We come across as angry and 
therefore we don’t even attempt to build the bridges.” 

I started to internalize a lot of these conversations and I 
said, okay, this needs role modeling from the very top. We 
need to change our whole persona. We need to allow people 
to bring their whole self to work. We are at a competitive 
disadvantage if we do not and we are going to be inclusive of 
everybody. We will invest in everybody. I think this drumbeat 
accelerated in the past 18 months, and I am very happy to see 
Jim pick it up as one of his go-to thoughts. 

The only problem with inclusion is obvious: exclusion. 
So, if suddenly a group, let’s say the white-majority male, 
suddenly feels excluded, then we are not doing our job. 
This balancing act is not just to accelerate inclusion, it’s to 
be truly inclusive. 

What is inclusive capitalism? 
I adopted this term because it’s the best we have. It may not 
be the ultimate term, but it’s starting to suggest something 
which the word inclusion is hopeful of. This notion of 
democracy and capitalism coexisting, it is only as good as 
the effects of that being fair to all of society. When there is 
disequilibrium and unfairness—part of it could be access, 
part of it could be the family unit itself, whatever it is that 
creates a them and an us—we are reverting to tribalism. And, 
if you start to think about what’s going on around the world, 
there’s tribalism appearing everywhere. 

What’s the only conclusion? That democracy and 
capitalism haven’t distributed wealth in a mechanism that’s 
fair. Now, when people start hearing me talk like that they 
say, “Socialism! Communism!” No, those are broken models; 
we know that. You don’t want a Big Brother distributing the 
model for you, you want the market to be more perfect. 

For the market to be more perfect, you need quality access 
to the tools the market provides. 

One of the most obvious tools, that is not fair in its access, 
is the schooling system. We are failing people all over the 
United States on schooling and education. You now have 
people of means—whether black, white, or Hispanic—
putting kids into private school because the public-school 
system doesn’t give them the tools. So, who gets to go to the 
public system? People that can’t afford to go to the private 
system. We have that with healthcare, so we have lost the plot 
on benefitting society. In fact, by leaving society behind—
most of it—now the middle class is getting lower income, 
they are starting to feel excluded from opportunities for their 
kids. You’re getting this wellspring of anger and anxiety and 
fear, which is not a good set of human emotions, that the 
political class is not responding to its policies. The policies 
are way too hot. They’re responding to it with rhetoric 
and promise. So here we are now, going through a large 
experiment around different parts of the world to find a 
new political class that actually can help the affected parts 
of society. 

Inclusive capitalism means that enterprises need to take 
a role and a stake in helping governments and NGOs come 
up with a fairer way to put in place distribution of wealth 
and equality, based on skills and access. Inclusive capitalism 
means that we have to take away short-termism, because 
short-termism gives you returns in the moment but doesn’t 
do anything for tomorrow. Let’s go to infrastructure, let’s go 
to clean air, let’s go to the things that preserve our lives on 
this planet. This notion of business and CEOs taking stands 
on policy is something I decided—with the support of my 
board—that Dow would take a lead on. We are one of the 
founding groups of something called FCLT Global: Focus 
Capital Long Term. I’m on the B Team with Sir Richard 
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Branson. All of this sees alternative ways to get policies to be 
inclusive in the capitalistic model. There is no other model, 
because markets drive behaviors. We should all want to succeed. 
We need a hunger to succeed, but we need it with humility. 
We’ve lost the humility.

What changes do global companies need to make in 
how they operate for the world economy to work more 
effectively for the good of everyday people? 
It depends on what their ownership structure is, whether 
they’re 100-percent public markets. Public markets are all 
catching up to each other and the effect in the United States is 
profound. The UK it’s starting to invade Europe; its invading 
Japan. Owners are basically saying: “I want both. I want short-
term and long-term.” 

When you’re a pilot flying a plane, you have got to look up 
to the horizon and see where you’re going, but you have got 
to look to your instruments to handle short-term volatility. 
Enterprises have to get pilots who can do that. It’s no good 
anymore to say, “I'm building for the long term.” Your 
owners will throw you out. They will change the board. This 
is activism. Just doing things in the short term means you’re 
spiraling to non-existence, and you’ll end up being owned 
by private equity or even sovereign wealth funds or state 
governments. There is no in between anymore, you actually 
have to do both. We at Dow have got 22 straight quarters 
of earnings growth while we have been investing billions of 
dollars: $50 billion in Saudi Arabia, the 
US Gulf Coast, R&D, acquisitions, etc. 

I’m not saying we have got the secret 
sauce, but it means a relentless focus on 
doing both things at the same time. Those 
enterprises are few and far between, 
which is why you are now starting to see 
the demise of iconic names—certainly, 
in the United States, definitely in the UK, 
and it’s beginning a little bit in Europe 
and you’re getting attacked here as well as in South Korea. 
Those companies won’t survive as diversified conglomerates. 
That era is going. I said in Davos the era of publicly owned 
diversified conglomerates is gone. 

What are those most important problems facing the world 
that Dow Chemical is working to solve? 
Dow’s sustainability goal is now at the nexus of our business 
model. I would have said when we first did our sustainability 
goals in 1995 that we were driven by the enterprise and its 
boundaries, and by minimizing the impact of our factories 
on the environment and safety records, etc. A second set of 
goals focused on our products that we sent to the world, that 
were consumed, and then sometimes returned or recycled or 
became refuse.  

Today, the last set of goals we set back in 2015 is focused on 
the planet. That sustainability and its incredible challenges—
going from 7 billion people to 9 billion people—we will 
have a billion people without access to clean water by 
2025. We will have 1.8 billion people that won’t have 
access to fresh food. More than 40 percent of our 
energy will be renewable; 60 percent will be fossil fuels, 
but we will triple the amount of fossil fuels we will 
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use, which will impact carbon emitted into the environment. 
We have no solutions to that, other than technology. 

Dow is focused on typical solutions to those challenges, 
whether that be light-weight materials for automotive and 
transportation, cleaner combustible fuels, ways to 100 percent 
recycle plastics, or ways to create renewable plastics. These are 
the sorts of things that drive Dow’s business strategies. By being 
a more focused enterprise and having a more focused research 
and development budget, we are one of the few companies in 
the world who are hiring scientists to put them against those 
challenges. We are doing it, obviously, for a profit motive, but 
we also see the value. 

Our businesses in China are growing double digit. People ask, 
“How are you growing in China?” Well, it’s because our strategy 
is to grow with value not volume. People will pay for high-value-
driven products that solve those challenges. Energy efficient 
buildings, smarter transportation, safer food and hygiene, and wet 
markets or dry markets are big drivers in China and elsewhere. 
Those are the sorts of business strategies the Dow model is under-
taking. Biggest challenges, biggest opportunities. 

How does your business in Japan play into these initiatives? 
A lot. Under our leadership here in Japan, in the past five years 
we have brought the world back to Dow Japan. We have created 
innovation forums here, the Olympics in its own right—2020 
creates a drive and companies in Japan are opening up their 
ecosystems. I’d say Japan is in its first trimester for Dow to 

figure out how we can actually modernize 
this economy going forward, not looking 
back. And the inclusion of companies like 
ours—we’re local but we’re global—is widely 
welcomed because of our history; the Dow 
Diamond symbol has a strong record here, 
so we are getting open doors. I think Japan 
becomes an opportunity for us as a result. It 
already is. n

This notion of business 

and CEOs taking stands 

on policy is something I 

decided that Dow would 

take a lead on.
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Concerns over the safety of its citizens’ private data—

such as through the leak of sensitive information 

from computer systems or breaches of cybersecurity 

that result in individuals’ personal details falling into 

the wrong hands—have prompted the European 

Union (EU) to replace member states’ piecemeal 

information security legislation with the General 

Data Protection Regulation (GDPR).

The new rules went into effect on May 25 and impact any 
company that does business in an EU nation or with another 
corporation or organization with a digital footprint in Europe. 
Given the global nature of modern business and the importance 
of Europe as a market to virtually all multinationals, the broad 
reach of the GDPR means it applies to a high percentage of 
US companies with operations that go beyond the borders of 
the United States.

And the massive punishments that it legislates for companies 
that fail to comply with its fine print mean that one would be 
wise to play by these new EU rules.

“The GDPR represents a major change in how European 
lawmakers and authorities think about privacy, and the rules 

affect almost all the ways in which organizations process 
personal data,” Dr. Detlev Gabel, a partner with international 
law firm White & Case LLP who is based in Frankfurt, Germany, 
told The ACCJ Journal.

Gabel, who is head of the company’s data privacy and 
cybersecurity practice, identified the three critical challenges 
that the GDPR poses for businesses:

n Scope
n Compliance
n Penalties

“First, it comes with a wider, global scope,” he emphasized. 
“Every business that is established in the EU is subject to the 
GDPR. In addition, companies that are not in the EU are still 
subject to the GDPR if they customize their offering of 
goods or services in the EU, for example by using local EU 
languages, currencies, or web addresses, or if they monitor 
the behavior of individuals in the EU, for example by way of 
online tracking.”

That means something as simple as an online shop in Japan 
that has customers in Europe will have the processing of its 
customers’ data subject to the terms of the GDPR.

“Second, the GDPR raises the bar for compliance signifi cantly,” 
Gabel said. “It requires greater open ness and transpar ency. It 
imposes stricter limits on the use of personal data and it gives 
individuals more rights to enforce the rules against businesses.

How the GDPR may affect US companies

By Julian Ryall

PREPARE  FOR IMPACT

Apple  $229.23 $9.2

Facebook $40.65  $1.63

Google $109.65 $4.39

Microsoft $89.95  $3.598
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“And, third, the GDPR dramatically increases the penalties 
for non-compliance to €20 million [$23.36 million] or 
4 percent of the organization’s worldwide revenue, whichever 
is higher,” he pointed out. Gabel added that the penalties “were 
deliberately set at that high level to attract board-level attention.”

Bojana Bellamy, president of the Centre for Information 
Policy Leadership, a think tank with offices in London, 
Washington DC, and Brussels, told The ACCJ Journal that the 
EU had introduced the GDPR to “ensure harmonized rules 
across all 28 member states and to bring the data protection 
law into line with 21st-century technology and expectations.

“But, also, one of the main drivers was to ensure people 
have more control over their data, and organizations are 
more diligent about respecting their obligations.”

ACCOUNTABILITY
The GDPR puts more emphasis on accountability of 
organizations, stressed Bellamy. Companies 
will now need to have a data privacy 
compliance program and, in many cases 
appoint a data privacy officer. They will 
need to conduct data protection impact 
assessments for new technologies and 
all processing that may represent high 
risks for people. And, when there is a 
data breach, they must notify regulators 
and individuals, she said, adding that 
the regulations also bring some new 
and strengthened rules on the rights 
of individuals, such as data portability 
and erasure.

“In Europe, data protection is a funda-
mental human right, and the GDPR really 
puts individuals in the center,” she added. 
And it obligates companies to act.

“They can’t ignore the new rules and 
must conduct gap analysis to understand what the new 
requirements are, which of their functions and activities will 
be impacted, take a risk-based approach, and concentrate 
compliance on the areas that could lead to higher risk and 
harm to individuals.

“In particular, they must have a legal basis to process 
personal data in the first place. They must maintain a record 
of processing activities, inform individuals about data 
process ing, conduct [Data Protection Impact Assessments], 
take measures to protect EU data if handled by third-party 
vendors, keep data secure and not use it for other incom-
patible purposes, and have mechanisms in place to ensure 
proper legal mechanisms for data transfers from the EU to 
countries outside the EU.”

If all that sounds a gargantuan task, Bellamy has some 
words of comfort for US companies. “I often find that US 
companies are quite diligent about legal compliance in any 
case, and now this has to be delivered in respect of processing 
and use of personal data.”

BEST PRACTICES
US companies, including those operated by US nationals resid-
ing in Japan, are broadly understanding of the EU’s motivations.

“I think it’s a good change, as we are believers in protecting 
customers’ privacy,” said Joe Peters, managing director of 
iSearch Worldwide KK. “I’ve heard from others that they 
have actually been taking steps to protect their customers’ 
data—regardless of where the customers are from—for a few 
years now. Many, in fact, already have strong compliance in 
place that meets or exceeds the EU’s requirements.

“While it does take time and resources to plan and execute 
properly, it shouldn’t cause all that much disruption to 
companies that are already using best practices for protecting 
their customers’ information.

“The companies that understand the regulations—and 
comply—do not seem to be worried,” he added. “With 
confusion still about, it is not so likely that the regulators 
are going to be crawling through the web looking for minor 
infractions. They will, most likely, focus their attention 
on the big players where that 4 percent fine could be 

$100 billion or more.”
Peters has paid particular attention 

to the legislation. He purchased a 
company in the United States that 
started operations about 16 years ago 
and has, over the years, built up a 
database of more than 1 million users. 
Because the company previously had 
offices in Europe, many of those in the 
database live in European nations.

“The company was in sleep mode 
for a number of years,” Peters said. “As 
I plan to revamp and restart soon, we 
ran our proprietary e-mail list through 
a list cleaner. That knocked out about 
two-thirds of the list, but there are 
still some customers in the EU. To 
accommodate the fact that we do have 
some customers in the EU, we have 

updated our privacy policy as well as our terms of use policy.”

CRITICAL CAUTION
Many companies have sent messages in recent months 
requesting that users click and confirm that they still wish 
to receive e-mail and marketing information, while others 
have asked the recipient to read and confirm receipt of a new 
privacy policy.

“That is probably due to over-caution on the part of some, 
uncertainty on the part of others,” Peters said, adding that 
still others may not really know why they are doing it. “In 
our case, since we don’t share our customers’ information 
with anyone, we feel that updated policies on our website are 
sufficient at this time.”

Experts caution that it is critical for companies to factor 
the new regulations into their operations and understand 
the requirements.

Under the GDPR, data must be processed in a manner 
that ensures the appropriate security of that data, including 
protection against unauthorized or unlawful processing 
and accidental loss, destruction, or damage, said White & 
Case’s Gabel. Depending on the nature of the processing, the 
relevant technical or organizational measures may include 

One of the main drivers 
was to ensure . . . 
organizations are more 
diligent about respecting 
their obligations.
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things such as encryption of personal data, redundancy, 
backup facilities, and regular security testing.

Under the GDPR, each business is responsible for, and 
must be able to demonstrate that it is has taken steps 
to ensure, compliance with the law. One way of doing 
this—as has long been the case with other regulations—
is to demonstrate adherence to an acknowledged 
certification mechanism.

In addition, the GDPR provides for further measures 
aiming at a higher level of data protection, such as 
requiring businesses to conduct prior risk assessments 
in relation to new high-risk processing activities. By 
doing so, businesses may identify and address risks that 
would otherwise not have been detected.

Also, businesses using service providers for the 
processing of their private data must only use providers 
that guarantee GDPR compliance. The agreement 
with the provider must be in writing and meet certain 
minimum requirements.

The new regulations are clear on the steps that a 
company must take in the event of a data breach. Any 
irregularities must be reported to the competent data 
protection authority without undue delay, but within 72 
hours of the company becoming aware of it in any case. 
The only exception is where the data breach is unlikely 
to lead to any harm to the individuals concerned.

Gabel admitted that the 72-hour timeline is 
“extremely challenging,” meaning that “it is highly 
advisable for businesses to plan for these things 
in advance.”

And for companies that are not yet in compliance, 
Gabel has a checklist of five steps to take.

“First of all, don’t panic. The rules are complicated, 
but companies can make good progress on the most 
important issues by prioritizing certain activities. 
To start with, create a compliance roadmap with 
clear tasks, responsibilities, and milestones, and start 
building awareness of the GDPR and its business and 
operational impact throughout your organization.

“Secondly, set up an appropriate data protection 
team, which may include—either on a mandatory or on 
a voluntary basis—the appointment of a data protection 
officer or a similar role.

“Thirdly, prioritize issues that are likely to be 
the focus of attention for media, consumers, and 
authorities, and that might lead to high penalties, such 
as the handling of data breaches.

“Fourthly, generate quick wins by meeting easy-
to-reach requirements, such as updating or creating 
privacy policies, notices, contracts with vendors, and 
other key documentation.

“And, fifthly, seek advice if required. It seems obvious, 
but asking questions of experts in the field will often 
save your business a lot of time and money.” n

6 
questions to help understand  
PERSONAL DATA YOU CONTROL

Are you gathering sufficient data for the purpose; are you 
gathering too much irrelevant data for the purpose? Can you 
identify ways to minimize the data you gather?

What is the purpose? Have you specified the purpose to the 
individuals? Do they have full knowledge and understanding of 
what happens to their data once it passed to your organization?

Do you have a procedure in place for auditing the data 
you hold and updating it where necessary?

4 How do you store it?

1 What type of personal data 
do you gather?

2 Why do you gather it?

3 Do you regularly review the 
data for accuracy?

5 How long do you keep it?

6 Can you readily comply with individuals 
rights to access, erasure and portability?

Do you have appropriate physical and technical security measures 
in place to keep the data safe and secure? Is access to the data in 
your organization restricted to only those who process it? Do you 
have an off-site back-up server? Where is it located? Do you hold 
data in the Cloud, and if so where is the Cloud server located?

Do you have measures in place to ensure you do not hold 
data for longer than is necessary for the specified purpose? 
Do you have a Data Retention Policy?

Is your system of storing and filling suitable for easily identifying 
all data you hold so you can respond fully to individuals’ requests, 
and within statutory deadlines where applicable?
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It is critical for companies to factor the 
new regulations into their operations 
and understand the requirements.

SOURCE: GDPR.
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Late last year, US-based blockchain startup BitClave 

raised the equivalent of $25.5 million in 30 seconds 

following its initial coin offering (ICO). An ICO, 

or token sale, is a relatively new crowdfunding 

mechanism that entrepreneurs use to raise money 

for product development or to fund operations.

ICOs present a new liquidity mechanism and opportunities 
for innovation, but their meteoric rise has raised eyebrows and 
the regulatory hammer in a number of jurisdictions.

Apart from ICOs, cryptocurrencies and platforms such as 
blockchain—the technology underlying this new ecosystem—
have come into the cross hairs of regulators following the 
loss in January of some $530 million in cryptocurrencies that 
were under the management of Tokyo-based cryptocurrency 
exchange Coincheck.

For experts who spoke to The ACCJ Journal, innovation 
via ICOs offer a great number of opportunities for disruption 
across all sectors. But with foundational issues still outstanding 
in blockchain, it remains to be seen if the technology is ready 
for widespread use.

SELF-REGULATION
Companies issue ICOs in the form of tokens, which investors 
buy using cryptocurrencies such as Bitcoin or fiat currencies—
money recognized by a government as legal tender.

Investors, in turn, receive dividends when the token 
appreciates in value. They can also exchange their tokens for 
other tokens or currencies in the ecosystem, buy more tokens, 
or receive benefits such as early access to a proposed product 
or service.

In Japan, blockchain and cryptocurrencies first came under 
scrutiny following the 2014 heist of 850,000 Bitcoins (then 
worth $450 million) from Tokyo-based Mt. Gox cryptocurrency 
exchange. This resulted in prioritization of consumer protection, 
Mineyuki Fukuda said.

“At the time, there were no regulations covering block chain 
and cryptocurrencies. I took charge of the government’s 
crypto currencies and Bitcoin portfolio shortly thereafter,” 
Fukuda, a former lawmaker of Japan’s ruling Liberal Democratic 
Party, and a founding member of the Japan Blockchain 
Association (JBA), explained to the The ACCJ Journal.

BLOCKCHAIN RISING
Japan’s cryptocurrency ecosystem leads world

By John Amari
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“We made it a rule that, if people wanted to start an 
exchange, they had to join the association to be in compliance 
with the guidelines. And while there was no enforcement 
mechanism for the guidelines, members could comply with 
them via self-regulation.”

Now a visiting professor at Tama University, where his 
work includes looking into the future effect of blockchain, 
Fukuda helped establish the JBA so that business owners, 
politicians, and the government could come together to 
discuss guidelines for the industry. The JBA also has lobbied 
for the enactment of laws around virtual currencies, and 
helped fashion Japan’s legislative landscape in the block  chain 
ecosystem, including the Virtual Currencies Act of 2015.

When the lobbying process began, virtual currencies were 
a thing of novelty for many stakeholders, and issues around 
security were almost an afterthought.

At the time, Virtual currencies were called kachikiroku, or 
value record, because there was no legal terminology for them.

In Japan, virtual or cryptocurrencies have subsequently 
been defined under the Payment Services Act (PSA), 
promul gated on June 3, 2016. That said, “Virtual currency 
is thought of as a payment method rather than a financial 
asset. It is something close to money, without being a fiat 
currency,” explained Ken Kawai, a partner and financial 
regulations expert at Tokyo-headquartered global law firm 
Anderson Mori & Tomotsune.

KNOW YOUR CUSTOMER
A consequence of the PSA is that 
exchanges which handle fiat and 
cryptocurrencies must be registered 
or licensed. This is in line with the 
Financial Action Task Force on Money 
Laundering, a Paris-based international organization that 
made a declaration in 2015 on know-your-customer (KYC) 
and anti-money laundering (AML) compliance. Japan 
followed those instructions, Kawai said.

“One of the main aspects of the registration is the segregation 
requirement of customers’ money or assets from that of the 
exchange. In the Mt. Gox example, there was no separation 
between the two. Under the most-recent regulations, an 
exchange must check daily to ensure that there is sufficient 
segregation between their own and the consumer’s assets.”

After the PSA went into effect on April 1, 2017, a lot has 
happened. There has been a boom in ICOs and a massive 
expansion of cryptocurrency classes, as well as fluctuations 
in the value of cryptocurrencies on exchanges.

Prior to 2016, only very early adopters were involved in the 
market for cryptocurrencies. After the implementation of the 
PSA, Kawai explained, lay investors rushed in and began trading 
on the forex market, thereby transforming cryptocurrencies into 
something akin to an asset rather than a payment method.

With exchanges becoming places for speculative trades, 
concerns over things such as insider trading and currency 
manipulation have led to a clamor for more regulations.

ICOs, meanwhile, came under greater regulatory scrutiny 
when, in early April, the government-backed research entity 
ICO Business Group set guidelines for their legalization. 
Japan’s financial regulator, the Financial Services Authority 
(FSA), was set to consider their proposals later that month.

As of this writing, there are no specific rules on ICOs in Japan. 
ICOs have been banned outright in China and South Korea, 
allowed to wander in a regulatory wilderness in the United States, 
or kicked into the regulatory long grass in the European Union.

THE NEW LIQUIDITY
While ICOs linger in a kind of regulatory no-man’s-land in 
many regions, this has not stopped innovators from seeking 
them out, most having been enticed by the relative ease and 
speed with which they can be tapped for liquidity.

The mechanism is seen in the startup world as a viable 
alternative to traditional funding vehicles, such as angel 
investment, venture capital funding, or initial public 
offerings (IPOs).

When BitClave issued its ICO late last year, investors from 
more than 100 countries stepped up, allowing the startup to 
raise tens of millions of dollars in seconds.

With those funds, the company is presently rolling out 
the DeSearch platform, which incentivizes users via micro 
cryptocurrency or token payments to share their data with 
product and service providers if they desire to do so.

The company’s CEO, Alex Bessonov, said that BitClave 
seeks to do for blockchain what Google Inc. is doing for the 
internet: create a search engine to beat all others. But there is 
a difference: while Google’s search seeks to gather your data, 
BitClave’s engine allows users to keep their data private.

Tokyo-based Equadex, a blockchain-
based crypto-index startup, is tapping 
into the community with its public ICO 
sale running from May 1 to June 30. 
Speaking to The ACCJ Journal, Mike 
Hadas and Theo Gauthier from the 
company said their investors-first 

platform will seek to disrupt the way people play the crypto-
currency markets.

“Our crypto-index fund tracks the top-10 cryptocurrencies 
by market cap as represented by our index token. We give 
people full control over their investment, and share all 
information related to the fund on our website, which is a 
blockchain principle of transparency,” they explained.

The fund also pledges to provide a portion of its profits 
to non-government organizations, and to implement best 
practice for security.

Having spent the better part of a year bootstrapping the 
company’s development, Hadas and Gauthier hope their 
token sale, which has a $5 million minimum requirement to 
raise funds, will allow them to hit the ground running while 
maximizing returns for investors.

BitClave and Equadex are not alone in the ICO multiverse. 
Myriad ventures hit the news in 2017 with their ICO events, 
with some $8 billion worth of capital being raised that year—
the year ICOs had their Big Bang moment.

CRYPTO ALLEY
Startups such as Equadex and BitClave, which has a Japan 
office, have found Japan to be something of a haven for 
the blockchain ecosystem. And, corporates are taking the 
technology seriously, too.

Giants such as Line and Rakuten are launching blockchain 
platforms or research and development divisions, and that’s 

Innovation via ICOs 
offer a great number of 
opportunities for disruption 
across all sectors.
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not to mention moves in the same direction by legacy 
institutions such as Japan’s megabanks: Mitsubishi UFJ 
Financial Group, Inc., Mizuho Financial Group, Inc., and 
Sumitomo Mitsui Financial Group, Inc.

There is even talk within the community of a “crypto 
alley”—an area encompassing Tokyo’s fashionable districts 
of Harajuku and Shibuya. Both areas are known for their 
concentration of fintech and other tech startups. So, it 
comes as no surprise that the world has its focus on Japan’s 
crypto-scene.

As Kawai from Anderson Mori & Tomotsune notes: “What 
I see is that some countries would like to create legislative 
structures for cryptocurrencies that are similar to those in 
Japan, perhaps as part of their e-government system. They 
are studying the rules in Japan so that they can create their 
own rules.”

BUYER BEWARE
That being said, ICOs—as with all new financing vehicles—
have fallen prey to hustlers wishing to take the uninitiated 
for a ride. There are a lot of scammers issuing coins that have 
no value. 

To try and mitigate this, the FSA has decided that, to issue 
an ICO to Japanese residents, you need a virtual currencies 
license. However, as most ICOs targeting Japan residents 
don’t fulfill the criteria, they may, in fact, be acting illegally.

Scammers are not the only concern. In Japan, for instance, 
there is a severe shortage of experts in blockchain technology, 
including at the FSA.

“The biggest issue for regulators is that, until now, they 
don’t have enough background in the technology. This makes 
it difficult for them to perform due diligence,” cryptographer 
Shin’ichiro Matsuo said.

Matsuo is a research professor at Georgetown University, 
where he is establishing a blockchain research institute. He has 
also been a member of the FSA’s study group on blockchain.

As of this writing, some 170 applications had been made 
in Japan for a crypto currency license. Yet only 16 had been 
granted. While Japan remains a world leader in blockchain, 
it is unclear if the ecosystem here is ready for primetime. n

Concerns over things such as 
insider trading and currency 
manipulation have led to a 
clamor for more regulations.
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Bridging the AI gap between business and policy

By C Bryan Jones

DIGITAL DIALOGUE

According to Google Director of Engineering 

Ray Kurzweil, the point at which our world will be 

irrevocably changed by artificial intelligence (AI) is 

near. In 2005, the futurist predicted that computer 

intelligence will surpass that of the human brain 

by 2020, and that by 2045 the two will merge in an 

event he calls the Singularity.

Since the 1990s, Kurzweil has made 147 predictions and has 
an 86-percent accuracy rate. Among these are that, by 2019, 
paper books and documents will become almost completely 
obsolete, creative AI will be able to create complex art and 
music, autonomous vehicles will dominate roads, and language 
translation machines will be routinely used in conversation. 
While advancement in these areas may fall short of a complete 
transition by 2019, all have come true ahead of schedule. 
So, his prediction that the manufacturing, agriculture, and 
transportation sectors will be almost entirely automated by 
2029 is one that businesses would be wise to heed.

As we make our way through this transition, challenges lie 
ahead for both business and government. How can companies 
put AI to work in ways that help them survive market changes, 
increase profits, and benefit customers? How can lawmakers 
set rules that foster innovation, protect individuals, and avoid 
unforeseen consequences when they do not fully understand 
the technology?

DIALOGUE
As Mari Matthews, chair of the American Chamber of Commerce 
in Japan (ACCJ) Government Relations Committee and head of 
Government Relations at AIG Japan Holdings sees it, the most 
dangerous gap is that the pace of AI and Big Data governance 
progress do not match the traditional process of lawmaking. 
“To that end, it is beneficial for both the private sector and 
government to have more rigorous discussions and usage of the 
regulatory sandbox to test certain products which use AI and 
Big Data,” she said.

The scope of technology discussion is changing compared 
with that of the 20th century according to Megumi Tsukamoto, 
director of Government and Corporate Affairs, Japan, at 
Caterpillar Inc. and co-chair of the ACCJ Digital Economy 
Committee. “Currently, data is viewed as an important asset by 
almost all countries and companies. We should take trade, data 
protectionism, and national security policy into consideration 
when we set digital-related policy, including in areas such as AI 
and Big Data.”
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Parker J. Allen, president and CEO of lobbying and PR 
agency Parthenon Japan, believes there is hope for improved 
dialogue between the two sides. “In government relations, 
policy communication in highly technical areas represents 
a particular challenge, because there are situations where 
politicians and even company representatives sometimes 
do not fully comprehend what they are discussing,” he told 
The ACCJ Journal. “There is a lot of frustration, especially 
among tech firms, that they can’t quite get their point across. 
But I am optimistic that Japan’s new generation of rising 
politicians are quickly becoming well-known for advocating 
proactive innovation policy.”

At the 2016 G7 summit on Kashiko Island in Mie Prefecture, 
then-Minister for Internal Affairs and Communications Sanae 
Takaichi proposed setting basic rules that would govern AI 
globally based on eight principles that Japan believes are 
key to managing its application. “The development of AI is 
expected to progress at a tremendous pace of speed, and it 
should be amazing technology that does not give anxiety to 
people,” she told reporters at the summit.

AREAS OF IMPACT
Leading companies across the board have already embraced 
AI, in every field from agriculture to finance. “I don’t see AI 
as some surprising new thing,” Allen said. “Rather, it is simply 
generating more buzz now due to the rise of self-driving cars 
and talkative virtual assistants.”

While those examples may be some of the most visible, 
AI is now being applied in areas of daily life that will become 
increasingly apparent as society ages.

Yutaka Iwahori, director at specialist Japanese government 
relations advisors GR Japan, sees distribution and services—
particularly in healthcare and mobility—as being most 
dramatically impacted.

“In healthcare, I wouldn’t expect AI to replace doctors; 
rather it will increasingly help in areas such as diagnosis,” 
he said. “I would also expect AI to be applied to areas 
where traditional service industries are facing difficult 
structural challenges, such as shortages of drivers and 
nursing care providers, where real-time matching of supply 
and demand—and dynamic pricing—can make a big 
contribution. Big Data and AI also open up new possibilities 

in mobility as a service (MaaS), for example in optimizing 
efficiency between different modes of transport.”

But Allen doesn’t see AI as a cure-all. “One of my concerns 
about AI is that it is often referenced in Japanese legislative 
circles as an alternative to immigration. While self-driving 
cars and care robots might be able to alleviate some of the 
issues that face Japan’s aging society, it is far more practical to 
increase the flow of immigration.”

Lawmakers, he pointed out, have begun to embrace this 
reality with the announcement in May that Japan will accept 
500,000 foreign unskilled workers by 2025 in five key sectors 
hit by labor shortages. Under the plan, those working in 
agriculture, construction, lodging, nursing, and shipbuilding 
could stay in the country for up to five years.

“However, Japan’s limited-term approach to immigration will 
continue to cause problems, and the AI-powered alternative 
will not come to the rescue fast enough,” Allen warned.

Morio Sotsu, a public policy consultant in the Public Affairs 
Division of public relations agency Vector, Inc. added: 
“The rate of aging and labor-force reduction are statistically 
reliable predictions, but we cannot measure the impact these 
will actually have on society by statistics alone. Therefore, 
dialogue between businesses and government becomes 
more important. However, this dialogue alone is not enough. 
Objective analysis and examination by third parties and 
academia is also required, as are public discussions.”

REGULATION
AI has the potential to spur greater innovation and economic 
growth, but restrictions placed on the technology could have 
unintended consequences. Helping politicians better under-
stand the potential impact is important, and knowing how to 
do that within the context of Japanese culture is a must.

“The Japanese legal system puts emphasis on solving existing 
social issues and realizing specific effects,” Sotsu said. “Ideas 
to regulate and nurture new developments in advance are 
lacking. Thus, from the business side, it is necessary to explain 
what effect new technology has on social tasks.”

As Iwahori explained, “In general, it’s fair to say that 
regulators tend to pay more attention to the risks than they 
do to the positive benefits of technologies. In Japan, when 
something goes badly wrong, the public is more likely to 
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Kurzweil predicted self-driving cars would rule the roads by 2019.
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call the government to account rather than individuals. The 
natural response to that is to make strict regulations and to 
err on the side of caution—particularly with regards to new 
phenomena, such as AI,” he said. “It would help businesses 
to understand the concerns of lawmakers so they can 
react—for example, by preparing thorough responses on 
questions of risk—or even taking a proactive stance on self-
regulation to ensure flexibility in the long run.”

Giving an example of how GR Japan supports different 
sectors do this, Iwahori cited transportation and lodging. 
“A company that wants to use AI and Big Data in the taxi 
industry would have to grapple with the restrictions of the 
Road Transportation Law, while hotel and home-sharing 
businesses have to comply with the Hotel Business Law,” 
he said. “Traditional business laws 
such as these were often created on the 
assumption that transactions take place 
either face-to-face or in writing. In 
practice, those are the sorts of challenges 
that make it difficult for some businesses 
to adopt innovative IT.”

Sotsu said that boosting public opinion is also necessary, 
and that businesses cannot rely on jargon. “To move 
the Japanese legal system, it is necessary to disseminate 
information to the public with easy-to-understand words 
and to gather the voices of actual beneficiaries.”

Despite the government’s best intentions, there can be 
challenges for companies in Japan who want to use AI and 
Big Data to provide new services, according to Iwahori. 
“The govern ment understands the need to reform the 
mindset and processes that lie behind Japan’s detailed and 
input-based regula tion or the so-called “Iron Triangle”—the 
close bond between regulators, industry associations, and 
legislators that forge Japanese law—but it’s not a simple task 
and it will take time.”

PROGRESS
Allen said he is closely watching the Japanese government’s 
actions on legislative initiatives related to innovation policy, 
sharing economy services, and cryptocurrency. “There have 
been positive developments. I am hopeful of the ratification of 
new legislation for a ‘regulatory sandbox,’ passed by the Diet 
in May, which lets the government suspend regulations upon 
request on a case-by-case basis.

“The Fintech sector is especially hopeful that this sandbox 
will allow for new technologies—including new platforms 
that use AI—to be tested without needing to wait years for 
regulatory reforms,” he said, adding that sharing economy 
services are also making inroads into greater legislative 
acceptance, even if the recent Airbnb purge (page 39) might 

suggest otherwise.
“To promote the use of AI in Japan, 

what is needed is not only rules on AI 
itself, such as rules on intellectual property 
rights or AI copyrighted material, but also 
regulatory systems that will help businesses 
that are either using or that want to use 

AI,” said Iwahori in closing.
“In addition, businesses need to be ready to discuss not only 

the benefits and utility of their technology, but to do so in the 
context of the policy goals that existing legislation has sought 
to advance, such as productivity and stable employment.”

As for AI-backed policy research and the drafting of 
legislation, Allen is certain that we will see this become 
reality in the coming years—even if it sounds Orwellian right 
now. “People in the legal profession are already saying that 
AI will move forward so quickly that systems themselves 
will be able to assess, diagnose, and respond to complex 
legal problems within the next decade. Perhaps we should 
start researching what kind of tea Vice Minister Alexa 
would prefer.” n

It is beneficial for both 
the private sector and 
government to have more 
rigorous discussions
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Japan policy updates translated 
from Keizaikai magazine 

DIET DAILIES

FINANCIAL SERVICES AGENCY

CONSIDERING RESTRICTIONS 
ON CRYPTOCURRENCIES

A study group chaired by Gakushuin 
University Professor Hideki Kanda met 
for the first time in early April to discuss 
cryptocurrency and problems with current 
laws. Debate about initial coin offerings, 
through which companies procure funding 
by issuing their own cryptocurrency, has 
been deepening (page 30). The study group 
plans to hold regularly scheduled meetings 
to discuss matters such as establishing 
a structure for setting market rules and 
revising the system.

At the initial meeting, the Financial 
Services Agency (FSA) and crypto currency 
industry groups touched on pending issues 
and the current situation. Bitcoin and five 
other major cryptocurrencies led the rapid 
growth of the market in fiscal 2017 as the 
total amount of trading in Japan swelled to 
about ¥69 trillion—a twentyfold increase 
over the previous fiscal year’s figure. The 
amount traded on margin, utilizing small 
amounts of capital to realize major gains, 
rose to about ¥56.4 trillion.

Some attendees expressed skepticism 
about the actual circumstances. An 
executive at one of the major exchanges 
said, “Regarding the overheating of 
margin trading for speculative purposes, 
we have been debating the lowering of the 
margin ratio.”

Opinions were also offered on such topics 
as tougher restrictions for registration 
applications lodged by presumptive traders 
and combating money laundering by means 
of tighter rules that are equivalent to those 
currently applied to banks.

Other concerns related to cryptocurrency 
trading include the current lack of enforce-
ment of rules to prevent insider trading prior 

MINISTRY OF ECONOMY, TRADE 
AND INDUSTRY

GREATER ASSISTANCE 
FOR SMALL AND MEDIUM-
SIZED BUSINESSES

On April 19, the Consortium for New 
Export Nation, an organization of govern-
ment entities and private organizations 
attached to the Ministry of Economy, 
Trade and Industry (METI), held a meeting 
at which it was announced that support for 
businesses intending to start operations 
abroad would be significantly boosted.

To harness high-quality human resources 
from outside Japan, a number of counters 
will be set up in 2018 based on factors 
such as type of industry. These will serve 
as a centralized platform for matching 
candidates and companies. In addition, 
experts will be selected locally to assist in 
business negotiations and other matters.

The platform for data on foreign human 
resources will mainly encompass related 
ministries, agencies, and the Japan External 
Trade Organization. Former staff of 
trading companies and other individuals 
with specialized knowledge, who are 
familiar with the overseas locales, will also 
provide assistance.

Along with some 1,500 companies already 
designated for extra assistance, 340 more 
small and medium-sized businesses will  
be added.

The new policies are slated for implemen-
tation during fiscal 2018.

Minister Hiroshige Seko of METI re-
marked that, together with the Compre-
hensive and Progressive Agreement 
for Trans-Pacific Partnership—also 
called the TPP 11 because it comprises 
the original 12 TPP countries minus 
the United States—and the Japan–EU 
Economic Partnership Agreement, “This 
will be an ideal opportunity for the 
backbone of Japan’s small and medium-
sized companies to expedite their 
presence abroad.”

The Japanese government has set a  
target of expanding exports of agri cultural,  
forestry and fishery products, and food-
stuffs to ¥1 trillion by 2019. The aim 
is to invigorate regional economies by 
promoting growth in agriculture. One 
high-ranking bureaucrat in METI said, 
“As a part of Abenomics, we envisage the 
expansion to markets abroad as aiding 
Japan’s regional economies.” n

to public offerings of securities and forms 
of fraud such as the spreading of rumors.

Traders also see benefit in the govern-
ment action. “To ensure the soundness 
of the market, we would like the FSA to 
take the lead in setting up rules,” one 
trader said.
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EMPTY  
HOUSE
Airbnb’s Japan purge  
impacts tourism

By Hiroki Obayashi

On June 4, US home-sharing platform Airbnb took 

down more than 48,000 listings posted by hosts 

who had failed to obtain special permission to 

accommodate guests. This came before Japan put 

into effect an amended hotel business law on June 15 

requiring registration for private-home sharing, 

known as minpaku. The rules allow homeowners 

to rent out rooms for up to 180 days a year.

There were 40,000 reservations for the period from June 
15 through June 30, Airbnb reported to the Japan Tourism 
Agency. The number grows to 150,000 through the end 
of the year.

SHARP FALL
Right now, there are about 13,800 Japanese properties 
available on Airbnb, down from roughly 62,000 in the 
spring. If the same 80-percent rate of decline is applied 
to June’s bookings, that would result in more than 
30,000 cancellations.

Airbnb’s move is heavily impacting both travelers and 
homeowners alike. A female resident of Tokyo’s Setagaya 
Ward received a message late Thursday from a woman from 
Mexico panicking over her canceled reservation. The tourist 
was in the middle of sightseeing in Osaka with her husband 
and children and they had planned to stay one week at the 
Setagaya home beginning June 16—an arrangement made 
a month in advance. The Setagaya host then received email 
from Airbnb after 8:00 p.m. confirming that the reservation 
was canceled.

This whole saga began June 1, when the tourism agency 
informed Airbnb that it needed to take down reservations 
made at locations that are not licensed to operate under 
current or upcoming rules. The company acted immediately 
to remove listings that cannot prove they are operating 
within the law.

At first, the company did not indicate it would purge 
pending reservations as well. But it went ahead and canceled 
bookings for June 15 to June 19. Subsequent reservations 
will be canceled if the property is not licensed within 10 days 
before check-in, the company said on its website.

Airbnb is fully refunding affected guests and is also reim-
bursing additional costs of finding alternative accommo-
dations, as well as fees associated with rescheduling flights. 
Affected travelers are also given coupons worth 100 percent 
of the canceled booking value. Airbnb has set aside a 
$10 million fund to finance the redress, reportedly the first 
of its kind for the company.

HELPING HAND
Japanese travel agency JTB Corporation has been recruited to 
help stranded travelers find other places to stay. Airbnb has 
also set up a 24-hour hotline, along with support via email.

Back in Setagaya, the 36-year-old host is preparing to 
register her house. Although she has not yet been licensed, 
the home-cooked meals and unique cultural experience 
she provided made her address a go-to spot. But it will take 
days for authorities to issue a registration number, meaning 
Airbnb had no choice but to cancel her bookings.

The homeowner eventually connected the Mexican family 
to a nearby household that had already registered rooms 
under the new law. “We can’t leave travelers wandering the 
roads with their children,” said the helpful host. “Japan could 
face trust issues.”

After Airbnb’s massive deletion, there has been a mad 
scramble for the remaining lodgings. One 60-year-old 
reports receiving a rush of requests for his detached home 
in Tokyo’s Toshima Ward. The dwelling, listed on Airbnb, 
has already been classified as a “simple lodging facility” 
under the stricter hotel business law. The host says potential 
customers grumble that they cannot find anywhere else to 
stay, suggesting that hotels and other mainstay facilities may 
be picking up leftover travelers.

Airbnb has built up a large share of the minpaku market 
since debuting in Japan in 2013. For the 12 months through 
February, an estimated 5.8 million people stayed at Airbnb 
accommo dations listed in Japan. But only about 2,000 applica-
tions to home-share had arrived as of June 7. The dearth 
of lodging could pour cold water on the rising number of 
tourists coming to these shores. n

©2018 Nikkei Inc. Nikkei Asian Review is published
by Nikkei Inc. All rights reserved.
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Business competition recognizes budding talent

By Alec Jordan
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PLAN FOR SUCCESS

Each year, participants in the Japan Market 

Expansion Competition (JMEC) put hundreds of 

hours into crafting their business plans, vying for 

the coveted top spot in the “mini MBA program” 

that has propelled many aspiring and existing 

leaders, and entrepreneurs to business success. 

On June 6, at a gala event at Tokyo American Club, 

the winners of the 24th annual competition 

were announced.

Supported by 18 foreign chambers of commerce in Japan, 
JMEC was started by the Australian and New Zealand Chamber 
of Commerce in Japan in 1993. This year, 61 participants 
from around the world attended a series of lectures and then 
prepared business plans to help products and services enter the 
Japanese market.

QUICK LEARNERS
The presentations were evaluated by a panel 
of three judges: Deborah Hayden, regional 
director at Edelman Japan; Georg Loeer, 
president and representative director at NRW 
Japan KK; and Rike Wootten, president of KK 
Gotairiku Partners. Wootten said that he was 
impressed by the broad range of ideas and 
how the teams had mastered their subject 
matter. “This year, the plans were quite diverse, and the team 
members working on the plans often had no idea about the 
industry they needed to become experts in. When we read 
the final plans and saw the presentations, we were amazed at 
how well they did.” He added that the top three teams were 
separated by just 6 percent.

WINNERS
First prize went to Team 5, comprising Matthew Kish, Vazquez 
Lazaro, Midori Sato, Yutaro Nishibori, and Fong Nei Chan. 
The team’s mentor was Fabrizio Mura, deputy general manager 
for the EU–Japan Centre for Industrial Cooperation, while 
Brian Burns of cloud infrastructure company HashiCorp served 
as consultant. The team presented a business plan for Cortus, 
a French semiconductor company. Each member won a ticket 
to Europe on Finnair, as well as a one-year membership of the 
American Chamber of Commerce in Japan (ACCJ) and vouchers 
for ACCJ events.

Team 2 took second prize for their market entry plan on be half of 
CGI KK, a Japan-based company that supports quality management 
systems for clinical laboratories. Team members Wei Li, King Chan, 
Yoshiko Oda, Minako Okumura, and Kumi Matsunobu were 
mentored by Terry White, country manager for Kyäni Japan, while 
Ernie Olsen, managing partner for OCC K.K. was the consultant. 
The team won Hewlett-Packard EliteBook Folio G1 business 
laptops and one-year memberships of the ACCJ.

A presentation for DSM Japan Engineering Plastics KK 
netted third prize for Team 13, and was notable for two reasons: 

they were the smallest team with only three 
members—Bastian Lidzba, Nagisa Nakamura, 
and Kaoru Kubota—and one of their members 
had to miss her team’s presentation because she 
was giving birth. Their mentor was Mitsuhiro 
Honda, formerly of Hewlett-Packard Japan, Ltd., 
and actuary and independent consultant Verna 
Holder was the team’s consultant. Each member 
took home Bree satchels and tickets to one of the 

ACCJ’s “nomu-nication” events.
Speaking to The ACCJ Journal after winning first prize, Kish, 

who is currently an English teacher, said: “For me, JMEC was a 
great way to benchmark my business skills against other people 
who are working at really good companies in Tokyo and to see 
how I compare and fit in. It was a great learning experience.” n

“When we read the 
final plans and saw 
the presentations, 
we were amazed at 
how well they did.”
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For software companies entering a new market or operating 
in multiple countries, maintaining consistency in operations 

can be difficult. Particularly in Asia, clients expect software to be 
fully localized. Further standardizing software and systems across 
the company is important for efficient and effective operations, 
but staff may resist when the user interface (UI) is not available in 
their language. Creating different versions of the UI can be time 
consuming and costly—and, in some cases, impossible.

But Fidel Technologies has a patented solution called Linguify 
that makes localization quick and easy. Using artificial intelligence 
(AI) and advanced algorithms, Linguify can transform the UI of 
any web-based, desktop, or mobile enterprise application from 
any given language to another without the need to modify the 
source code. A standard virtual machine is used, so no special 
hardware is required, and localization takes just eight weeks.

How does Linguify work?
Text from the UI is extracted without any access to the database 
or source code, and is then translated, reviewed, and added to 
the run-time engine, which acts as a reverse proxy and can be 
installed on a local or cloud server. For desktop or client–server 
type applications, a library is installed that intercepts the UI and 
replaces it with the translation. For example, if the applica tion has 
an English interface but the user needs a Japanese one, Linguify 
will provide translated content from the dictionary in real time—so 
quickly, in fact, the user doesn’t notice.

Linguify can also localize certain data—such as master data 
using a phonetic transliteration engine—flip the screen from 
right to left in the case of Arabic, and change the date, currency 
formats, and server time display depending on the locale.

What are examples of Linguify in real-world use?
Some banks in India have deployed Linguify to localize the UI in 
Indian languages, and a leading Japanese software developer 
has localized some of their CRM and IT asset management cloud 
applications. QuickBooks is a popular accounting package that 
is only available in English. Because it is has become a standard, 
companies want to deploy it across their global operations, thus 
we have developed a Spanish-language version for Mexico and 
Latin America. Microsoft Dynamics SL is another example where 

the parent company does not provide certain language packs, 
so we have created localized versions in Spanish and French. Any 
type of software—including reporting, analytics, and customer 
relationship management tools—can be localized using Linguify, 
benefiting a wide range of industries, such as banking, insurance, 
logistics, and manufacturing.

Who does the translation?
Although we use AI and advanced algorithms to localize appli-
cations, the translations themselves are produced manually 
to assure the highest quality. If the client is using a translation 
agency or has in-house translators, they can provide their own 
translations. For those who need assistance, we have professional 
translators and reviewers who can help. In any case, the client is 
asked to review the content before the dictionary is finalized.

How much work is required on the client side?
Almost none. Since the underlying source code is untouched, 
Linguify is more like a reskinning of the existing UI. No involve-
ment of the client’s product team or IT team is required for the 
localization process. For deployment, help may be needed to 
set up the hosting server. Training may also be arranged.

Are there security or compliance concerns?
Any time a software system is modified, questions about security 
arise. Linguify is a fully external solution—an application’s source 
code and database are never touched—so it is a secure process 
that meets regulatory requirements.

How much does it cost?
We offer enterprise licenses and annual maintenance contracts, 
and are also exploring a software-as-a-service model for cloud 
applications. n

LINGUIFY YOUR BUSINESS
For software or website localization, translation, multilingual content, video subtitling, 
and e-learning, contact us at: localization@fideltech.com or call 03-3351-3160

WHY LINGUIFY?
n No change to source code or database
n Minimal or no disruption to operations
n Localize screens & reports, print in the local language
n Ready to go in less than eight weeks
n Works with any application or platform

Linguify makes new market entry and software 
more accessible for global teams
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• Small class sizes 

• Highly quali� ed, caring professors 

• Multicultural student body

  (35% international students from over 45 countries) 

• A wide assortment of undergraduate courses

• Intensive English language program available

As part of its community outreach, Lakeland University, Japan 

Campus also offers non-degree bearing courses in evening and 

Saturday Open College classes. Among the courses being offered 

are: Japanese, Chinese, Korean, Spanish, Russian, Translation, Film 

Appreciation, Ageing, and PowerPoint.

http://luj.lakeland.edu

Lakeland University, Japan Campus is a branch 
campus of an American university conveniently 
located in Shinjuku.

Four-Year B.A. Degree

LUJ will start a US-accredited four-year degree program in 

September 2018, culminating in a Bachelor of Arts degree (B.A.).

The Tokyo campus will continue to offer a two-year Associate of Arts degree, 
as it has for nearly 30 years.
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For foreign companies operating in Japan, the public policy 
process can seem opaque and mysterious—but its results can 

have far-reaching effects. The recent law concerning minpaku, the 
renting out of private homes as short-term lodging, is an example 
that illustrates the importance of government relations to players 
both large and small.

Helping companies put out political fires—and preventing 
them from starting—is what GR Japan has been doing for the 
past eight years. What began as a small startup operating out of 
a borrowed office is now a company of more than 50 that counts 
among its employees former members of the Diet and diplomats 
who have been involved in trade negotiations.

FRONT LINES
GR Japan is a pioneer in the field of professional government 
relations and affairs in Japan, and advises a wide range of 
clients, from non-governmental organizations (NGOs) to large 
multinational corporations.

As Philip Howard, managing director of GR Japan explained, 
two of the company’s strengths are its wealth of experience and 
capacity to work as an intermediary. “We understand the needs 
of the political side, and we understand clients’ business needs 
as well. We have the ability to draw all that together and actually 
explain each side to the other.”

Howard added that one of the ways in which GR Japan distin-
guishes itself is through its focus on the fine details. “If you are going 
in to an arena, you need to be the best prepared. It’s a competitive 
situation, and we need to make sure that we can act with authority, 
and that our client’s expertise will be recognized and respected.”

THOUGHT LEADERS
Tokyo is still relatively new to the practice of govern ment relations—
especially compared with places such as Brussels and Washington, 
DC. In many cases, GR Japan finds itself in the position of educating 
clients on how Japanese public policy is created and informing 
Japanese lawmakers about best practices. As Howard pointed 
out, rather than seeing outside advice as an annoyance, Japanese 
lawmakers are frequently quite open to input from practitioners with 

valid experience, and this allows GR Japan’s clients to participate 
in the policy-making process.

In a further effort to bridge the gap, GR Japan has been 
holding regular seminars since 2015. Topics have ranged from 
government relations and advocacy to strategies for success in 
global rule-making, and officials from the Ministry of Economy, 
Trade and Industry have been frequent speakers.

Mina Takahashi, communications manager at GR Japan, said 
these seminars are a way to share ideas from around the world 
with interested parties. “We wanted to bring in best practices, 
and to show what leaders are doing in the United States and 
Europe, so that Japanese companies can develop ideas about 
how they can shape their government relations departments 
and functions here.”

EXPANSION
Over the years, it has become clear that it isn’t enough just to 
work with the national government; being able to play on the 
local level is also crucial. In order to be more responsive to the 
needs of a growing client base in the Kansai area, GR Japan 
opened an office in Osaka in February of this year. Tomohiko 
Kinoshita, a former Diet member who is co-head of the Osaka 
office, explained why. “Local governmental leaders wield strong 
decision-making authority and, in business fields where speed 
and results are required, the importance of approaching local 
governments is increasing. Another major reason for opening 
our Osaka office is to respond to the opportunity that Osaka 
provides as the center of Japan’s second-largest economic 
zone, which is attracting a great deal of corporate investment.”

Howard said that GR Japan intends to open an office in 
Washington, DC. Their US clients and the country’s associa-
tions, foundations, NGOs, and businesses “are some of the 
most sophisticated consumers of govern ment relations in the 
world,” he said, adding that a great deal can be learned by 
having an office located in the US capital. The move has been 
a long time coming, and is one more way for GR Japan to keep 
offering its clients the latest best practices in government 
relations services. n

BRIDGING POLITICS  
AND BUSINESS

GR Japan works across a wide range of sectors and 
issues, with solid credentials and experience in areas 
such as healthcare and pharmaceuticals, energy, 
environment, information and communications 
technology, transport and infrastructure, food and 
beverages, and consumer goods. GR Japan works to 

achieve effective government relations activities and 
programs that help clients meet their objectives for the 
Japanese market. By utilizing the individual strengths 
of its diverse and international team, GR Japan 
connects ideas and people, providing solutions both 
for its clients and for policymakers.

Tel: +81 3 6205 4205  |  info@grjapan.com  |  grjapan.com

 GR Japan brings two worlds together
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Also featured in August: Branding  �  Science

COMING  
NEXT  
MONTH

The August issue of The ACCJ Journal will feature a special advertising  
section on HR, providing companies in the following sectors an excellent 
opportunity to showcase their services and solutions:

As space is limited, reserve your spot by contacting Edvard Vondra.
Tel: 03-4540-7730 or Email: accj@custom-media.com

THE AUTHORITY ON GLOBAL BUSINESS IN JAPAN

 Special Advertising Section 

HR

HR Consulting  �  Executive Search  �  Workforce Communication
Diversity & Inclusion  �  Talent Management  �  Staffing Services
Executive Coaching  �  Change Management  �  Outsourcing
Benefits Consulting  �  Succession Planning  �  Compensation Planning
Human Capital Strategy  �  Retirement Solutions

 ¡   Contact:  Century 21 SKY Realty, Inc. 
 ¡   Yatsuka Bldg., 1F, Higashi-Azabu 1-3-8, Minato-ku, Tokyo 
 ¡   Tel: (03) 3585-0021  •  Fax: (03) 3585-0399

“REAL ESTATE FOR
YOUR WORLD”

 ¡ Residential and 
Commercial Leasing

 ¡ Property Buying and Selling

 ¡ Asset Management

www.century21japan.com
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For more information, please contact your Grant Thornton representative 
at +81 (0)3 5770 8829 or email us at tax-info@jp.gt.com 

www.grantthornton.jp/en

Yukiteru Abe is a director at Grant Thornton Japan’s Global 

Mobility Services, providing tax solutions to globally mobile 

employees, global businesses, and high-net-worth individuals 

with overseas assets. Abe was an auditor, investigator, and tax 

consultant at the Tokyo Regional Taxation Bureau for 38 years 

before joining Grant Thornton.

Over the past three or four years, the number of 
individuals earning profits from the trading of Bitcoin 

and other crypto currencies has increased rapidly, and these 
profits are taxed as miscellaneous income. According to 
the National Tax Agency, among those with miscellaneous 
income of more than ¥100 million on their 2017 tax return, 
331 reported cryptocurrency trading.

The following cryptocurrency transactions constitute 
taxable events and are taxed as miscellaneous income:

n Sale of cryptocurrencies
n Purchase of products using cryptocurrencies
n Exchange of one cryptocurrency for another
n Mining of cryptocurrencies

SELLING
When you sell cryptocurrencies, the difference between the 
purchase price and the sales proceeds is recognized as income.

PURCHASES
When you buy products using cryptocurrencies, the difference 
between the purchase price of the product and the purchase 
price of the cryptocurrency is recognized as income.

VIRTUAL  
INCOME
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Example
You purchased one Bitcoin (BTC) for ¥200,000 and 
sold it when the price rose to 1 BTC = ¥1,000,000. 
Your income is ¥800,000 (¥1,000,000 - ¥200,000).

EXCHANGE
When you exchange one cryptocurrency for another, the 
difference between the purchase price of the crypto-
currency acquired through exchange and the purchase price 
of the cryptocurrency provided in exchange is recognized 
as income.

MINING
Compensation earned from mining (revenue) less cost of 
mining (expense) is recognized as income.

REPORTING
Income category of profit gained from cryptocurrency
Profit earned from the sale or use of cryptocurrency is 
generally categorized as miscellaneous income.

Moreover, because the profit earned from cryptocurrency 
is subject to aggregate taxation as miscellaneous income, 
it cannot be offset against miscellaneous income subject to 
separate taxation such as foreign exchange loss.

Even if cryptocurrency transactions are conducted through 
margin trading, the profit is categorized as miscellaneous 
income subject to aggregate taxation.

Overseas Asset Reporting and 
Assets and Liabilities Reporting
Reporting is not required on the Overseas Asset Reporting 
form as location of cryptocurrencies is determined based on 
residency of the owner. Reporting is, however, required on 
the Assets and Liabilities Reporting form.

Example
You purchased one BTC for ¥200,000 and used it to 
purchase a home appliance that cost ¥800,000 when 
the price rose to 1 BTC = ¥1,000,000. Your income is 
¥600,000 (¥800,000 - ¥200,000).

Example
You purchased one BTC for ¥200,000 and exchanged 
it for Monacoin (MONA) when the price rose to 
1 BTC = ¥1,000,000.  
Your income is ¥800,000 (¥1,000,000 - ¥200,000).

Tax return required for cryptocurrency profit



Daily to per nightJPY7,800 JPY28,000
Weekly to per nightJPY6,500 JPY23,800
Monthly to per nightJPY5,500 JPY19,100
Fitness tickets per timeJPY1,400

Providing a full range of 
relocation solutions and 
HR support services

• Visa & immigration assistance
• Apartment/house search 

& contract negotiation
• International school search
• Settling-in repatriation packages
• Cross-cultural & language training

“Winner of the
Commitment to Excellence 
Award for 7 consecutive years”

Contact us for more information
Phone: +81-3-6435-5935
Email: info@tokyoorientations.com
Facebook: facebook.com/tokyoorientations
Twitter: @tkorientations
www.tokyoorientations.com
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Those requiring a certain action of the Japanese govern-
ment when starting or expanding a business must learn 

a special term: sontaku. This word means the proactive—and 
sometimes inappropriate—anticipation of a person’s wishes 
without having received direct orders. Without a proper 
understanding of sontaku, one would miss the key points 
of recent controversies surrounding Japan’s policymaking 
process and, more importantly, the challenges that face 
business–government relations.
Sontaku has been frequently referenced in Diet sessions 

during which two scandals involving the education sector were 
discussed. In both cases, it is alleged that private connections 
with top government officials led to unfair privileges for 
certain schools. It is believed that the corresponding ministries 
skipped due process because of invisible pressure from 
“somebody up there”—another way of describing sontaku.

When such scandals are exposed—even if the accusations 
are untrue—there can be devastating consequences for both 
the business and government officials involved. In contrast 
with long-established tradition in places such as the United 
States and the European Union, the practice of lobbying in 
Japan does not garner the same level of recognition. Here, 
it has largely been conducted through behind-the-scenes 
negotiations involving a limited number of stakeholders, or 
through personal connections with government officials.

Regulatory changes, however, have made it difficult for 
politicians to interact with private businesses—a practice that 
easily leads to closed and murky decision-making. The recent 
rise of public opinion against sontaku is a clear demonstration 
that Japanese society is no longer tolerating such processes. 
Instead, people are requiring policy decisions to be fair and 
beneficial to society.

EFFECTING CHANGE
For businesses looking to introduce new products and services 
in Japan, it is often necessary to change existing regulations 

that may create obstacles. In some cases, the necessary 
regulations to ensure the safety of a product or service may 
not exist. Marketing without first ensuring that the appropriate 
regulations are in place garners negative attention from media, 
the public, and related business organizations.

Moreover, lobbying for a policy change that only profits a 
single company or organization will merely spark criticism and 
outrage. To be accepted, policy proposals must solve existing 
social issues and involve a decision-making process that is 
both transparent and objective.

In fact, Japanese policymakers are eager to hear such input 
from businesses and the general public so that the policy-
making process can be conducted more openly, and increased 
importance placed on promoting the public interest.

To solve social issues effectively, businesses must now gain 
the support of outside specialists and academics while also 
sharing background information on the issue with media. 
What is now required is not behind-the-scenes lobbying, but a 
strategy called public affairs that can be distinguished by the 
following points:

1. It must be a solution to social issues, in the best interest 
of the public.

2. It must maintain transparency by revealing the decision-
making process from the beginning stages.

3. It must ensure third-party objectivity by partnering with 
academics when creating policy proposals.

The practice of public affairs is gaining traction and has 
resulted in significant successes for a number of companies—
especially those driving change in their respective markets. 
In Japan, the strategy is most effectively employed by the 
public affairs division of Vector Inc., the country’s largest public 
relations company. Well-versed in all forms of Japanese media, 
and able to utilize media in its lobbying strategies, Vector also 
cultivates relationships with specialists and academics to create 
policy proposals that originate with academia. n

http://vectorinc.co.jp  |  03-6825-3015  |  publicaffairs@vectorinc.co.jp

Vector, Inc. Public Affairs Division
No. 1 public relations company in Japan, boasting eight consecutive terms 

with a growth in profit of more than 25 percent
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Abbott Laboratories/ 
Abbott Japan Co., Ltd.

AbbVie G.K.

Adobe Systems Co., Ltd. 

Aflac

AIG Companies in Japan

Amazon Japan G.K.

Amway Japan G.K.

Asia Strategy: Business Intelligence,  
Public Policy, Advocacy

AstraZeneca K.K.

Bayer Yakuhin, Ltd.

Becton Dickinson Japan

Bloomberg L.P.

Boeing Japan K.K.

Broadsoft Japan K.K.

Caesars Entertainment Japan

Catalyst 

Caterpillar

Chevron International Gas Inc.  
Japan Branch

Cisco Systems G.K. 

Citigroup

Coca-Cola (Japan) Co., Ltd.

Colt Technology Services Co., Ltd.

Cummins Japan Ltd.

Deloitte Touche Tohmatsu LLC

Delta Air Lines, Inc.

Deutsche Bank Group

Dow Chemical Japan Ltd.

Eli Lilly Japan K.K.

en world Japan

EY Japan

Federal Express Japan G.K.

Freshfields Bruckhaus  
Deringer Tokyo

GE Japan Inc.

Gilead Sciences K.K. 

Goldman Sachs Japan Co., Ltd.

Google G.K.

GR Japan K.K. 

H&R Consultants K.K.

Hard Rock Japan LLC

Heidrick & Struggles Japan  
Godo Kaisha

Hilton

The Howard Hughes Corporation

IBM Japan, Ltd.

IHG ANA Hotels Group Japan

Intel K.K.

IQVIA

Johnson & Johnson 
Family of Companies

KPMG

Lenovo Japan

Lockheed Martin 

Mastercard Japan K.K.

McDonald's  
Company (Japan), Ltd.

McGill Japan

McKinsey & Company, Inc.  
Japan

Melco Resorts & Entertainment  
(Japan) Corporation

Merrill Lynch Japan  
Securities Co., Ltd.

MetLife

MGM Resorts Japan LLC

Mizuho Financial Group, Inc.

Monex Group, Inc.

Morgan, Lewis, & Bockius LLP

Morgan Stanley Japan  
Holdings Co., Ltd.

MSD K.K.

Naigai Industries, Inc.

Nanzan Gakuen  
(Nanzan School Corporation)

Northrop Grumman Japan

NYU School of  
Professional Studies Tokyo 

Oak Lawn Marketing, Inc.

Ogilvy & Mather (Japan) GK

Pattern Energy Group Inc.

Procter & Gamble Japan K.K.

Prudential Financial, Inc.

PwC Japan

QUALCOMM JAPAN Inc.

Randstad K.K.

Relansa, Inc.

Robert Walters Japan K.K.

SanDisk Limited

Squire Patton Boggs

State Street

Steelcase Japan K.K.

Teijin Limited 

Thomson Reuters Japan KK

Uber Japan Co., Ltd.

United Airlines, Inc.

Visa Worldwide (Japan) Co., Ltd.

VMware Japan K.K.

The Walt Disney  
Company (Japan) Ltd. 

White & Case LLP

Zimmer Biomet G.K.

The ACCJ thanks its

Corporate Sustaining Member companies
Their extensive participation provides a cornerstone in the chamber’s efforts  

to promote a better business climate in Japan.  Information as of June 20, 2018.
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