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Overcoming the negative legacy of Japanese-style
management and finding strengths in ancient Japan

Takahashi: As globalization progresses, the limitations of
Japanese-style management* are beginning to become
apparent. Mr. Toyama, what do you think is required of today's
managers and organizations?

* This refers to the management system of Japanese companies estab-
lished during the post-war period of rapid economic growth, including
lifetime employment and seniority-based wage systems

Toyama: Japanese-style management was only effective for

about 30 years, from around 1960 to 1990. It was developed

within a specific environment of industrial development and
population growth, and is not a traditional management
philosophy.

The problem is that it was considered a universal model
and became a constraint for the next 30 years. Seniority-based
wage systems and lifetime employment became entrenched
vested interests, hindering adaptation to change and ultimate-
ly leading to a loss of vitality in Japanese companies.
Takahashi: | agree with you. | have said in various places that
I'm “picking a fight with the status quo,” and at the root of this
is that exact anger and frustration at stagnation. Many of the
companies currently referred to as “large corporations” are
still clinging to their past successes and have not been able to
adequately adapt to environmental changes that have oc-
curred since the bursting of the bubble economy. They are
simply resting on their laurels, stuck in a time when people
viewed them as great companies.

| believe that traditional practices such as mass hiring of
new graduates, lifetime employment, and seniority-based
wage systems are ruining Japanese companies and hindering
change. In fact, younger generations are seeking environ-
ments that allow them to increase their market value, rather
than traditional employment.

Toyama: During the “lost 30 years," globalization made it

possible to carry out simple manufacturing even in low-wage

countries. The source of value is shifting from tangible goods
to intangible assets such as expertise and content, and
companies are expected to continuously create unigue value
that only they can provide.

Takahashi: Some have pointed out that “commodities are not
profitable,” but we focus on functional materials. To meet our
customers’ specific needs, we continuously refine our prod-
ucts by combining different materials and suppliers. Business-
es that require this kind of alignment have high barriers to
entry, making it difficult for companies from countries like
China, South Korea, and the U.S. to easily enter the market.
While Japanese-style management has its issues, | believe
it also possesses unique strengths. Rather than a global
company, | want to aim to become an international company
that leverages the strengths of Japan.
Toyama: | also believe that Japan's strength lies in alignment,
and this is particularly evident in the Edo period (1603-1868).
As exemplified by Kabuki and Ukiyo-e prints, Japan has a

culture of many people aligning various things to create
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complex and delicate value with a high degree of reproducibili-
ty. Instead of competing with massive capital, re-evaluating
these unigue Japanese strengths could clarify the added
value that companies can create.

What is the power of co-creation that can respond
to market game-changers?

Toyama: When considering JTCs as organizations, their
biggest weakness lies in the fact that their leaders’ abilities
and mental operating systems (0S) were unable to adapt to
change. When the game changes from baseball to soccer,
people hastily put together an impromptu soccer team. But, of
course, people who have only ever played baseball cannot
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possibly compete against Manchester United or Real Madrid.
Unless the leaders understand soccer and take the initiative
to bring about change, it's impossible to build a decent team.
Takahashi: In Resonac’s human resource development, we
place great emphasis on what it means to be a leader. We
have shifted our focus from developing apps to cultivating an
0S; in other words, we have shifted our focus from individual
skills to refining the foundation of our thinking. We define
individuals who can create and align together as co-creative
talent.

When | explain OS, | use the exact same analogy. The world
is changing at an unprecedented pace, and we need the
flexibility to adapt to such changes.

In reality, functional chemicals and commodity chemicals
are as different as baseball and soccer. The bulk commodity
chemicals market is a world where large factories are built to
increase uptime and the market determines the price of
products. To operate large factories safely, a hierarchical
organizational structure is necessary. On the other hand,
functional chemicals involve a process of continuous align-
ment, and the required organizational structure is completely
different.

Toyama: This brings us back to the unique strengths of
Japanese companies.

Takahashi: As you mentioned earlier, this is a strength that
Japanese people have cultivated since the time of Kabuki and
Ukiyo-e. The growth of the semiconductor market has of
course been helpful, but the fact that the market size for each
individual material is not that large has actually been working
to our advantage.

Toyama: Because the market is small, large competitors
cannot enter. In an era with a shortage of workers, there is no
benefit in building a massive factory. Actually, | believe that
precisely because of this small scale, the strengths of Japa-
nese companies can be maximized.

Another point is that with the advancement of Al, many
middle-management white-collar jobs will likely start to be
handled by Al. As such, what organizations need will be human
resources who can ask questions and make decisions on their
own. With the intention of saying goodbye to Japanese-style
management, it is time to re-examine our current approach to
training and bottom-up organizational management.
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Takahashi: | agree with you. If we have a process from 1 to 10,
and Al takes over steps 2 through 9, then only steps 1 and 10
will remain for humans. 1 represents the determination to
decide what to do, while 10 represents making a decision from
the options presented. In a world where middle management
disappears and leaders and on-site employees are directly
connected, the determination and conviction of each individual
becomes crucial. This requires different skills than traditional
Japanese-style management.

Toyama: Among those who are commonly referred to as
“bosses,” there are many who, in a positive sense, are “uncon-
ventional” by traditional standards. On the other hand, when it
comes to running these new organizations, soft power—based
on trust and shared values—is just as important as coercive
power such as personnel and finance. Therefore, it is neces-
sary to change an organization’s OS.

Takahashi: | visit approximately 70 business sites annually
with the CHRO, engaging in direct conversations with on-site
staff. | believe that the essence of soft power lies not only in
disseminating information, but also in creating an overall
atmosphere. We have been selling off businesses to increase
corporate value, and when making such major decisions, it is
the role of a leader who possesses determination and convic-
tion to engage in dialogue with employees to exchange
thoughts and feelings.

Toyama: In large corporations, on-site employees often
receive information about management's thoughts through
the media. Instead of this, it is important for management to
communicate its intentions directly through dialogue.
Takahashi: In that sense, transparency is important. What |
strive to do is honestly convey facts to employees. If a
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manager says different things to different people, contradic-
tions will inevitably arise. That is why | try to be frank, even
when the information | have to share is harsh.

Toyama: It's a matter of corporate culture. | think the key to
changing it lies in management’s degree of commitment.
Takahashi: You're right, organizational culture can only be
changed by management.

Values and skills evaluation system for developing
human resources that create added value

Toyama: Culture is like an OS that unconsciously influences
people’s thoughts and actions. When Japanese-style manage-
ment is deeply ingrained, it becomes difficult to adapt to
change. If more people develop an OS that allows them to
think from a fundamental perspective and continuously
question whether their work is creating added value, organiza-
tions should change autonomously. In many overseas compa-
nies, this sense is more acute because they face the reality
that if a person doesn't create added value, they will lose their
job.

Takahashi: Our goal is to break the codependent relationship
between Japanese companies and their employees, and to
create an environment where each individual can work
happily and demonstrate their potential based on the Purpose.
That is the kind of company Resonac strives to be.

Toyama: It can be difficult to see in large corporations, but the
essence of work lies in being of service to someone and
receiving compensation for it. This is nothing new; it's a
fundamental principle that humanity has always followed.

| wonder why Japanese people seem so
unhappy at work. Unless we change that,
L~ Japan will never change.
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Japan has become monotone.

That is why | believe we should reclaim the
colorful world of Edo culture once more.

Creating systems that allow people to truly feel this essence
is becoming increasingly important for all companies. Since
Resonac is ahead of the curve, | would like to see you set an
example. Because that would prove my hypothesis.
Takahashi: We are planning to introduce a skills-based
personnel system next year. If we can create a system that
visualizes a person’s skills and evaluates them based on those
skills, individuals will be able to identify their own skills, and
companies and employees can then build relationships where
they choose and are chosen by one another.

Toyama: There is a debate over "membership-based” versus
“job-based" employment, but in reality, job-based employment
around the world is actually skills-based: companies explicitly
define the skills required for a particular position, stating, “This
role requires these skills.”

Takahashi: The term is being used incorrectly. That is why
Resonac describes it as “skills-based.” Our goal is not simply a
job-based system, but the human resource management
approach that lies beyond it.

Since taking office, | have consistently said that | want
Resonac to become a company that develops talent. In the
future, | want it to become a company where “people like
those at Resonac” are recognized and valued as a brand in
their own right.

From Resonac to a colorful society Japan’s future
beyond transformation

Toyama: The past 30 years have been a period in which past
successes have stifled Japan's potential. However, we are

finally starting to break free from these constraints.

Japan is the first country to confront the challenge of
achieving growth in the face of a declining population. If
Resonac can serve as a role model for both management
reform and business transformation, it could make a signifi-
cant contribution to improving productivity in Japan. | have
high expectations.

Takahashi: Thank you for your words. Lately, | have fortunate-
ly begun to see a gradual emergence of ambitious managers,
and | want to build a network with these kinds of people and
create an environment where we can all work hard together.
Toyama: After 30 years of stagnation, it seems that more and
more people are now willing to stand up to change.
Takahashi: The reason | am so focused on happiness is
because | cannot understand why Japanese people seem so
unhappy at work. If you laugh while working, there is a belief
that it means you are not taking your work seriously. | feel
that Japan will not change unless we change the situation of
white-collar workers at listed companies being unhappy.
Toyama: If we can overcome the wave of change we are
currently experiencing, Japan’s next 100 years will be much
more interesting and colorful. | would like Resonac to be a
driving force behind that change.

Takahashi: | believe we must continue to innovate in order to
meet expectations. A leader’s job is to keep innovating, so |
intend to continue demonstrating to society what evolution
truly means through this company, so as not to fall into the
trap of maintaining the status quo. Please check out the
colorful future that Resonac is creating!
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